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Executive Summar y

The City of Calgary has experienced unprecedented growth in recent years and th e impact of this is being felt at all levels
of its economy. Calgary has led the nation in both population and employment growth, and its unemployment rate is by
far the lowest among all other cities in the country.

Under the direction of Calgary Economic Developme nt (CED), The City of Calgary together with its economic

development agencies has retained Millier Dickinson Blais to complete a 10 year economic development strategy for the

City. The result of this work represents the natural output of the recent imagine CALGARY initiative and builds on the 100

year vision and 30 year end state goals as a way to ensure Calgarybos

The primary objective of the strategy is to provide diresdnttheibn f or t he
strategic business planning, and their operational activities. In addition, there is a hope that the activities of other loca I
economic development partners and levels of government will align their local activities with the overall direction of the

new strategy.

CED has identified 7 key goals in the development of its Economic Development Strategy:

1. Build off the economic content of the imagineCALGARY process, as well as visions and 30 year end state goals;

2. Complete a comprehensive assessment of Calgarybds strengths, weaknesses, opportuniti.i

3. Assess local and global trends affecting economic development and jurisdictional competitiveness;

4. Engagement of the business community;

5. 1ldentify gaps and opportuniti eaomicidévélopmeatagidtiesto dlav foCfaduggoh r y 6 s e c
new efforts and activities;

1-6
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6. Create a framework that will allow for the development of coordinated promotional agency business plans; and

7. Allow for an annual objective and systematic review of promotional agency programs in regards to their
contribution and achievement of Calgaryds overall economic develo

Identifying Our Economic  Opportunities

A critical component to the development of an economic development strategy is a solid understanding of a
communityds performance against a range of economic indicators combi
business and industrial investment trends.

An Economic Opportunities Report has been prepared for the Calgary Economic Deve lopment Strategy Steering Team
and is intended to provide an economic base analysis of the city of Calgary (Phase 1) on which to build an effective
framework for an Economic Development Strategy (Phase II). While a general review of current conditions rath er than a
detailed diagnostic report, it serves to inform the discussion as to the challenges and opportunities facing the City of

Calgary in the future.

The approach employed in the completion of this study has involved the following steps:

1. An environme ntal scan and literature review of available data, reports, studies, and economic development
strategies considered relevant to the completion of this study.

2. Stakeholder interviews and focus groups with key business and community leaders, as well as local and provincial
of ficials who are able to provide furt her -edonomic rgake -up,dandouset r ends r el
and policy framewor k, governance structure and service delivery

historic and ¢ urrent economic development initiatives.
3. Assess local and global trends affecting economic development and jurisdictional competitive.

4. The development of an economic profile that highlights key patterns of change in relation to a variety of key
variables.

1-7
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5. A SWOT assessment based on the results of the interview program and environmental scan to further refine and
finalize Ca |l g a key @®nomic sectors and provides input into the type and form of economic development
program required in the community

6. Anassessment of Calgaryf6s competitiveness relative to a select nun
on these same indicators.

7. The identification of existing and emerging business and industry sectors in Calgary coupled with a review of local,
pro vincial, national, and global trends in relation to these industries.

While a study for the city of Calgary, the study area for this assignment comprises the City of Calgary and the Calgary

Census Metropolitan Area (CMA) as denoted on the attached map. The reference to the CMA in this report is in
recognition of the inter -relationship between the city of Calgary and the surrounding communities, particularly as it relates

to access to labour force flow and the extent of the local/ regional economic base. As appropriate, reference is also
made to the larger Calgary Economic Region (CER) as defined on the attached map (Census Division Number 6 o}

Statistics Canada .
Addressing Global Challenges

Global economic trends will continue to afford positive benefits for the city of Calgary in terms of population growth,
employment and a strong economy. This in turn provides opportunities for a higher standard of living and a greater level of
prosperity for the residents of the City. But these economic trends will also po se significant challenges for the City and the
surrounding region, in terms of the potential impact on the natural environment as the city grows, the increased need for
services and infrastructure, citizen involvement in governance and social development, competition for labour, and the
outsourcing of high value business functions to Asia and India. As a result, there is a real need for the City to define and

focus on its strengths in order to ensure sustainable economic development.

In developing a strate gy for the city of Calgary it is imperative that the city reflect on a range of global trends that are
likely to have a significant and lasting effect on the city.

1-8
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e Global Economic Growth - The global economy is predicted to achieve a sustained period of ex pansion through
2015, but the pace of growth will slow between 2015 and 2030. This growth is expected to be broadly based but
most significantly focused in the emerging markets of Brazil, Rus

trade opp ortunities for Canada and Alberta.

e Growing Energy Demand & Worldwide energy demand is expected to grow by 50 % over the next 30 years, driven
by economic growth and population increase particularly in the emerging markets. noted above. The projected
growt h in world consumption will drive oil sands production, which is expected to

e Labour Force Mobility and Competition & The effect of the global integration of local economies is the increasing
international mobility of labour and the competition for talent, particularly skilled workers, that is occurring. This
trend is further impacted by the shifting demographics that are occurring worldwide.

e Global Localization & Cities are increasingly recognized as embodying and reflecting global trends due to the
manne r in which they are linked to national and international economies. To remain competitive cities need to
develop more proactive strategies to enhance their visibility and demonstrate their level of engagement and
expertise in the international arena.

e Technology, Innovation and Knowledge Economy - Information technologies and low cost telecommunications
have enabled significant breakthroughs in business practices driving down transaction costs and allowing
businesses to expand around the globe. In the futu re, cities and their business communities will face further
challenges from the increasing pace of innovation, the need to continue to reduce costs and the demands for
new governance techniques that allow greater on -line citizen access to municipal informa  tion and affairs.

e Outsourcing and Off -shoring of Blue and White Collar Jobs  d Outsourcing or the use of external suppliers to design,
manufacture, ship and service products or components (as distinguished from offshoring, which refers specifically
to shifting production to foreign suppliers) i has been a growing trend in recent years. Original equipment
manufacturers have sought, among other things, to divest themselves of production capacity, lower their labour
costs and maintain greater flexibility in th e face of ever -shrinking product lifecycles.

1-9
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e Climate Change and Global Demand for Environmental Technologies - The environment is the number one public
issue in Canada and this sentiment is shared by many countries around the world. Spurred by the rising public and
industry debate in developed nations on global climate change and the need to reduce greenhouse gas
emissions, there is a significant imperative to address the impact of cities and its industry on climate change, and
develop new, more efficient pollution prevention and conservation technologies.

e Emergence of the Calgary -Edmonton Corridor - As regional economies go, the Calgary  -Edmonton Corridor is
currently home to one of the strongest economies in North America, if not the world. Fuelled by gr owth in the
Provinceds energy sector it continues to post some of the stronge
on the North American landscape.

e The Aging ofthe Countryds PAApthel sttt of shis century it was acknowledged that Canada faces a
significant aging of its population as the proportion of seniors increases more rapidly than all other age group. In
2001, one Canadian in eight was aged 65 years or over. By 2026, one Canadian in five will have reached age 65.
As the popul ation ages, more investment is required in health care d an opportunity from a business perspective,
but a challenge from a government investment and resource perspective.

e The Focus of Economic Development Strategies is Shifting - As cities and city -region s grow in importance in the
global economy, more attention is being given to creating an urban environment that provides a high quality of
life and quality of place for residents as a way to ensure that a city can attract the best and the brightest to its
workforce. Successful cities are looking beyond the traditional approaches to investment attraction and retention
and developing strategies that are investing in and improving th
chances for economic pro  sperity.

Sust ai ni n gEcbnomic Barformadce

The city of Cal gary has benefited enormously from the expansion of the Pro
significant increase in the population and employment and the recent increase in offic e space absorption and business

expansion. A detailed review of Calgaryds key economic indicators however
economic expansion and prosperity.

1-10
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e While the City will remain an attractive destination for job seekers for the foreseeable future, the majority of the
cityds future population growth wild.l rely on net rmiaddressing on and i
labour shortages and increasing competitiveness for skilled workers, Calgary will need to enhance its efforts at

attracting and retaining workers from diverse cultural and ethnic groups.

e Calgary has one of the youngest populations of any major Canadian city but must also face the fact that its
population is aging.  The shifting composition of the population  will impact the demand for child care, educational
and recreational services. A ging baby boomers will also influence the demand for housing, social services and
amenities.

¢ In addition to the tradition view of ethnic diversity, the Calgary C ensus Metropolitan Area has also been the fastest
growing urban Aboriginal ( Metis, North American Indian, Inuit and multi ~ -Aboriginal) population centre in Canada,
exceeded in size by only the Chinese and South Asian communities. Between 1996 and 2001 the A boriginal
population in the Calgary CMA grew by 36.3% to a total population of 19,760 persons. If the Aboriginal population
in the city continues to grow at historic rates it can be expected to triple to 65,000 persons by 2017.

e A significant proportion of Cal gary residents possess a post secondary weducati
national average, further supporting the notion of Calgary having a highly skilled workforce. While the dominant
education attainment level in the city is university, an importan t consideration for the attraction of world class
research and graduates students is the presence of PhDs. In this regard, Calgary has a higher proportion of its
population with a PhD level of education than the national average. To continue to attract pub  lic and private
sector research and development to the city, it must remain a competitive and attractive alternative to other
international destinations.

e With high school completion a minimum standard for most entry level jobs, only 75% of Albertans compl ete high
school in 5 years. Given the need to provide and attract an educated workforce in order to ensure the long term
sustainability of the local and provincial economy, the province and the city of Calgary must continue to invest in
and promote the nee d for high school completion as well as a post secondary education.

e Although individual and family incomes are well above the Canadian averages, the cost of living in Calgary, as
measured by the Consumer Price Index (CPI), has increased from 103.5 in 2003 to the highest in Canada at 112.3 in

1-11
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2006. This has significant implications for that portion of the population in the lower income levels. C hildren under
18 and lone parent families are at the greatest risk of being in low income situations.

e As the une mployment rate remains low and labour shortages persist, employers are competing for labour by

offering higher wages or other incentives to attract potential employees. Although high wage rates are an

attractive factor for job seekers, increasing industry wages can hinder an employerds abi
remain competitive and create inflationary pressures. This may affect a business and individual decision to remain

in the Calgary market. It may also have the affect of deterring companies that w ould have otherwise provided

employment opportunities for semi  -skilled lower income individuals. Calgary may simply price itself out the market.

e Commercial office and industrial space continues to be constrained due to high demand but vacancy and
availabil ity rates are moving to more balanced and more sustainable levels than have been experienced in recent
years.

e The supply for new and resale homes has been constrained by the capacity of the building industry to meet
demand and the available inventory of re sale homes. The effect has been significant increases in housing prices.
The limited supply of new units on the market and the lack of housing options in the form of rental accommodation
will continue to impact the ability of residents and job seekers to f ind affordable housing . This in turn may deter
migrants to the Calgary market and not allow some residents to afford housing and become established in the
community.

The rate of growth and economic expansion in the city in recent years has created a number of challenges for the city as
evidenced by the earlier discussion. These challenges, while significant in some quarters of the economy are not yet
insurmountable. The city faces a choice at this time to confront and address the issues that are effectively its
competitiveness and move forward with its vision for the future. To do this effectively, the city must look beyond the

standard means of measuring prosperity 0 job creation, increased productivity and capital investment and devise new
methods by which to gauge the success and health of the city.

1-12
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Buildingon t he Ci t y éndAd8ress taenTreaks $o Quality of Life in the City

In addition to the insight and direction provided by recent city -lead initiatives, the development of th e economic
opport unities study and resulting economic development strategy has also received input from more than 200 business
and city leaders, economic development partners, local industry experts and residents in the form of telephone and

personal interview sessions and an electronic survey. In addition, the City hosted 7 focus groups involving 70 people, as
well as a half day economic development summit to discuss the outcomes of the goal setting phase of the strategy and

confirm the needed actions for effective impleme ntation. This step involved a further 50 people. The city also hosted a
public web survey in which more than 350 patrticipated. People were asked to give their thoughts on a range of issues and

concerns including what about their community makes it distinc tive from other cities, and what criteria should be

considered as a measure of economic growth.
Some of the key findings from this phase of the assignment included:

e The city has the y oungest labour force of any of the major Canadian cities  with 24% of its labour force between 25 -
34 years and a population that is the most educated in Canada . There is growing d iversity within the population
that contributes to the broadening appeal of the city to new immigrants.

e The growth of t he ©provi naesufited ire Qagarg lyeingstleecfastest grdwimg metropolitan
economy in Canada. The city has emerged as one of the  Worldd €£nergy Super Powers and is unrivaled in its
concentration of professional and technical s ervice providers to the oil and gas sector. T he success of the energy
sector has also contributed to the emergence of Calgary as a b usiness and finance services centre and a prime
head office location for global companies .

e Calgaryf6s business | eaders are seen as mmaverinkganv-daagtitude iovvardes pr eneur i al
business and business investment. The broader business community is also seen as being highly collaborative and
senior business leaders are accessible across all peer groups. The business community is also firmly committed to the
community as a whole, as reflected in the level of volunteerism and corporate and individual philanthropy.

e Calgary is seen a great 6l aunch pad6é for expansion into other n
Canadian, U.S. and Internationa | destinations.

1-13
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e Calgary has a competitive tax structure for both corporations and individuals and provides entrepreneurs with
access to private and public capital investment dollars. The size of the business community relative to larger U.S.
and Canadian ¢ entres also means that business relationships are more easily developed and maintained. Doing
business in Calgary is also seen as less formal and bureaucratic than other Canadian and U.S. cities.

e Calgary has a strong reputation as a centre of excellence in the telecommunication. This is particularly evident in
telecommunication technology and product development such are wireless technology and GIS capability where
many local businesses are at leading edge of wireless technology development. In addition, the city benefits from
a high quality network and complete broadband and wireless coverage.

e The <cityds university has a g¢ind&neign& Environmentah &@domatias arnd Wiredepsut at i on
Technolog ies research and is one of the top 10 rese arch institutions in the country. The planned University
Innovation Park at the University of Calgary will be a catalyst for increased public and private sector investment in
research and development activities. A variety of post -secondary institutions als o provides for a wide range of
educational programming.

e Calgaryb6s has a wel!/l devel oped, integrated transportation and
geographic location in Western Canada. This includes an expanding international air ca rgo and passenger hub
operation at Calgary International Airport, rail and intermodal auto and trainload facilities from both Canadian
Pacific Railway and Canadian National serving every major city in North America, access to both the TransCanada
Highway and t he Canamex Osmart corridord that runs bet ween Al aska
Coutts/Sweetgrass international border crossing and a critical mass of local transportation and logistics companies.

e Calgary has the capacity and infrastructure to support significant arts and culture events. Its Calgary Arts
Development Authority is unique in Canada and has contributed to a growing number of artists, performers,
musicians and creative businesses in the City. Calgary currently has the highest level o f per capita spending on art
works and events of the major Canadian cities and the 3 d highest per capita spending on culture.

e The culture of Calgary and in particular its western heritage and history displayed through events like the Calgary
Stampede is u nique on the international stage and a huge drawing card for visitors to the City.

1-14
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e Cal gary®s p o s@ateayno the Rockies ed and its p roximity to World -Class Natural Areas are seen as a
significant drawing card for visitors and residents alike. T he city also provides an  high q uality and extensive urban
park and pathway system.

e While Calgary and Alberta still have a competitive advantage, this is diminishing with inflation, rising business and
operating costs and the lack of available serviced land

e The current tight labour market conditions in the city of Calgary may result in further increases to wages forcing
companies to substitute capital investment for labour at a time when investment in greater productivity and
innovation is necessary to ens ure competitiveness.

e Majority of the population growth in the near term will rely on continued in -migration and immigration to the city.
With in-migration of skilled and educated workers slowing, and the heightened global competition for new
immigrants, Ca lgary is at risk of not having an adequate labour force supply to satisfy the needs of local and future
businesses.

e The growing number of working poor in Calgary is seen as a reflection of the growing divide between the highly
and less educated workforce in the city. This is further impacted by the growing reliance on a global supply chain
and the outsourcing of low skill and repetitive jobs to countries with lower wage levels.

e The increasing mobility of skilled workers between developed countries has hei ghtened the competition for skilled
workers. This is further impacted by the efforts of emerging economies to retain and repatriate their emigrated
workforce, particularly their skilled workforce. This has implications for both Canada as a whole and Calgar y in
particular, given the reliance on attracting immigrants in the future as a means to sustain and expand economic
growth.

e The unemployment rate has dipped to 3.1% suggesting the economy is at full employment. This tells prospective
investors that the ci ty is at capacity in terms of its labour force and that heightened wage demands are likely.

e The rapid rate of growth in the Province has put considerable pre
suggest that the water levels in the rivers of A |berta have declined 20 to 84 percent over the last 100 years and
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waterways in central and southern Alberta have seen the biggest decline. The declining river flows and growing

water usage, especially as it relates to the processing of the vast oil sands, extensive irrigation , manufacturing and
population growth is contributing to what some have called an unprecedented water crisis. The oil sands
development has also contributed to an increased level of greenhouse gas emissions and reduced the overall air

guality in the region.

e¢ The rapid pace of growth and expansion has put pressure on the ci
its schools, hospitals, public transportation and serviced land. The city needs to be at the forefront of advocating
and lobbying the government for affordable housing and infrastructure spending and but also needs to take
responsibility for providing a speedy building approvals process and increase the availability of serviceable land.

e One of the challenges for the city as it grows wi ||l be in retaining the o86Cul ture
enhancing the quality of life for residents. A high quality of life experience will be a significant factor in the
attraction and retention of workers to the city and often the key factor that keeps people in the city even when

there is no compelling business reason for them to locate here.
e The anticipated rate of future growth requires a growth management plan to deal with the demands and cost of
public infrastructure, a more co  ncerted commitment to higher density housing and an adequate supply of

industrial, office and residential land.

A New Direction for Economic Development

Calgaryds emergence as a gl obal city also necessitatAsshedtyahd fferent a
city -region grow in importance in the global economy, more attention must also be given to creating an urban

environment that provides a high quality of life and quality of place for all residents and ensures the ability to attract th e

best and the brightest to the city. But an economic development strategy must be about more than just providing a good

job with a good income. I n determining the direction for Calgaryds e

told the City to be bold, to make the tough decisions that will differentiate Calgary on the global stage and to strive to
develop an international reputation as a distinctive city that people will choose to work, visit and live in
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In this context, Cal g a rim@bdant pssqi ant lartg teomneconosic growsh can @rdytbe sustained by

making the best use of the talents and energies of the cityds entir
labour force shortage , this brings into focus the need to prov  ide a quality of environment that will not only attract and

retain business investment but also the workers essenti al to their
development strategy must balance the importance of business and industry with t he needs of the workforce that fuel its

economic growth. It must foster  the conditions that enable more people to attain an improved standard of living and

make a greater contribution to the economy, while at the same time ensuring that the conditions prev ail to enable

businesses to thrive.

It is also essential that the city build its business retention and attraction efforts around those key sectors that capitali ze on

the strengths of the community and best demonstrate the capacity of the city to sustain a heightened level of growth.

While this will require a continued focus on the needs of wehe cityods
of attention and support of the cityds growing and emerging industr.i

In considering the oppo rtunities for future economic growth and specific target sectors of Calgary, Calgary should focus
on existing targets of:

e Energy

° Financial services

e Advanced Manufacturing

e Transportation and Logistics

e  Tourism and conventions

New target and em erging target sectors for Calgary include:

e Information and Communications Technology d reflecting the combined existing activity in research,
manufacturing, service providers and wholesale and distribution
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e Environmental Technologies & reflecting the shif ting priorities of the energy sector and growth of
opportunity in environmental management.

e Creative Industries, including Film

e Health and Wellness 0 reflecting the combined activity in research, service industry, technology,
manufacturing and facilities.

The effective positioning and potential long term impact of these emerging target sectors is seen as requiring a more
comprehensive and integrated approach to marketing and profiling, in
talent and expertis e, as well as sector development activity in order to aid in the growth of these sectors.

While the identification of these key sectors is typically looked upon as a way to diversify a local economy, it must be
appreciated that many of the economic opport unities identified in this report are building on the existing strengths and
more particularly, the expertise of the service producing industries and businesses already present in the local economy.

I n determining the direction dfeovrel @gplmearty dsst rrmegve gg ¢ orsdmiemgt hening the
must be seen as only one component of the overall effort, particularly in light of heightened international competition for a

skilled workforce, the impact of a global supply chain, and current state of Calgaryds economy given th
growth and investment that has occurred in recent years. Business investment attraction that results in significant demands

for skilled and semi skilled labour, land and services may not be successful due to existing limitations in supply and

continued effort in this regard ma y have the affect of di mi ni shin
international stage. Given the importance of this issue to the continued economic health of the city, more effort must be

given to forging stronger partnerships with the regional communities and the promotion of the region as sustainable for
business and industry.

While there is considerable opportunity for Calgary to grow and position itself as a national and international city for
business, investment and a quality life style, there is some urgency to addressing some of the more systemic issues if the

City is going to be able to sustain historic and anticipated levels of growth and business investment particul arly as it relates
to any ongoing and future business attraction efforts. For this reason, we are recommending that an economic
development strategy reflect the need for a more balanced approach to economic growth and give consideration to
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actions that are aimed at sustaining industry sector growth and creating an environment in which both business and
individuals can succeed ensuring human and business capacities are in place to handle any economic condition and
competitive challenge.

By definition , the go als of the strategy should represent the overall vision and desired outcomes from the strategic planning
process and present a view of the type of community that Calgarians wish to have - where people play a key role in the
future of the city, where busine ss and enterprise are well supported and where the city itself is promoted nationally and
internationally for its capabilities and success.

The result will be a community that will attract expertise and talent from across the country and around the world, an
economy built around centres of excellence, a community with and international profile and reputation 0 a global centre
for business and people. To achieve thi s vision however, requires a strategy that is seen not as a series of component parts

to be a cted on but as a series interconnected steps, each with a key role to play in shaping the future of our city.
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1. Introduction

The City of Calgary has experienced unprecedented growth in recent years and th e impact of this is being felt at all levels
of its economy. Calgary has led the nation in both population and employment growth, and its unemployment rate is by
far the lowest among all other cities in the country.

Notwithstanding the obvious advantages that this type of growth can afford a community, th e City of Calgary recognizes
the need to have a comprehensive and achievable economic develop ment strategy that ensuresthec it y&ds continued
prosperity and a sustainable quality of life for its residents.

The City of Calgary , together with its economic dev  elopment agencies , has retained Miller Dickinson Blais Inc . to complete
a 10 year economi ¢ development strategy for Calgary . The result of this work represents the natural next steps from the
recent imagineCALGARY initiative and builds on the 100 year visi on and 30 year end state goals as a way to ensure
Calgaryds sustained competitiveness.

1.1 Goals and Objectives

The primary objective of the strategy is to provide d irection for the activitesof T he Ci tyds four promoti onal age
strategic business planning, and their operational activities. In addition, it is intended that other local economic
development partners and levels of government will align their local activities with the overall direction of the new strategy

seeing the benefits of common direction .

The City has identified 7 key goals in the development of its economic developments trategy:

1. Build off the economic content of the imagineCALGARY process, as well as visions and 30 year end state goals;

2. Complete a comprehensive assessment of Calgaryf6s strengths, weaknesses, opportuni:t

3. Assess local and global trends affecting economic development and jurisdictional competitiveness;
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4. Engagement of the business community;

5. ldentify gaps and opportunities with respect to Calgaryds economic devel opment activities
new efforts and activities;

6. Create a framework that will allow for the development of coordinated promotional agency business plans; and

7. Allow for an annual objective and systematic re view of promotional agency programs in regards to their
contribution and achievement of Calgaryds overall economic devel opm

1.2 Approach

A critical component to the development of an economic development strategy is a solid understand ing of a
communityds performance against a range of economic indicators combi
business and industrial investment  trends.

This document represents Phase 1 -The Economic Opportunities Report. It has been prepared to support the Calgary
Economic Development  Strategy and is intended to provide an economic base analysis of the Calgary Region (Phase I)
on which to build an effective framework for an Economic Development Strategy (Phase II) . While a general review of
current conditions rather than a detailed diagnostic report, it serves to inform the discussion as to the challenges and
opportunities facing Calgary in the future.

The approach employed in the completion of this study has involved the following steps:

1. An environmental scan and literature review of available data, reports, studies, and economic development strategies
considered relevant to the completion of this study.

2. Stakeholder interviews with key business and community leaders , as well as local and provin cial officials who are able
to provide further insight i nt o-econonécnnthlee 1 larad tuge cand tpalicy framewor€,i t yds s oci O
governance structure and service delivery and how these issues h

eco nomic development initiatives.
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3. Anassessent of local and global trends affecting economic development and jurisdictional competitive.

4. The development of an economic profile that highlights key patterns of change in relation to a variety of key variables.

5. A SWOT assessment based on the results of the interview program and
environment al scan to further refine
sectors and provides input into the type and form of economic
development program required in the community.

6. Anassessment of Calgaryds competitiven
Canadian and U.S. jurisdictions based on these same indicators. The
identification of existing and emerging business and industry sectors in
Calgary coupled with a review of local, provi ncial, national, and global
trends in relation to these industries.

While this is a study for the city of Calgary, t he study area for this assignment
comprises the Calgary Census Metropolitan Area (CMA ) as denoted on the
attached map. The reference to the CMA in this report is in recognition of the
inter -relationship between the city of Calgary and the surrounding
communities, particularly as it relates to access to | abour force flow and the
extent of the local / regional economic base.  As appropriate , reference is also
made to the larger Calgary Economic Region (CER) as defined on the
attached map (Census Division Number 6 d Statistics Canada ).

W Bowoker

Imicana

Calgary Economic Region

millierdickinsonblais inc.
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1.3 Note on the Data

It should be noted that this report uses a wide variety of data to support the economic base an alysis of Calgary. Every
effort has been made to ensure consistent geographies, time series, and that the most recent data has been used.

However, due to the nature of metropolitan and regional level data, some data is only available on Census years (i.e "
2001), some data is not available every year and some data is not available for consistent geographies. Therefore at times

there is some inconsistency in the geographies of certain data analyses, and some data where the most recent available

is not cur rent or previous yeatr.
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2. Cities Face Global Challenge s

Changes in the global economy have always had a direct impact on the growth and life of cities. Today, the shift towards

a service and knowledge based economy is a major driver of economic growth an d the role of cities is being redefined
and reshaped as they become centres of global influence, finance and business, innovation and research, as well as

markets for production and innovative technologies and services. These emerging roles mean a heighten ed level of
national and international competition to attract new financial capital, a skilled workforce and business investment. In a
report released in November 2006,  Competitive Cities in the Global Economy , the Organization for Economic Cooperation
and Development (OECD) emphasized that successful cities that attract talented young highly skilled workers, are centres

of innovation and entrepreneurship and are competitive locations for global and regional headquarters. 1

2.1 Global Economic Trends

Global econ omic trends will continue to afford positive opportunities  for Calgary in terms of population growth,
employment and a strong economy. This in turn provides opportunities and potential for a higher standard of living and a
greater level of prosperity for  all residents. But these economic trends will also pose significant challenges for the city and
the surrounding region , in terms of the potential impact on the natura | environment as the city grows, the increased need
for services and infrastructure, citizen involvement in governance and social development , skill and development,
competition for labour, and the outsourcing of high value business functions to Asia and India. As a result , there is a need
for Calgary to define and focus onits  strengths in orde r to ensure sustainable economic development.

A review of the report World Economy Trends and Implications for the City of Calgary , 2006 has identified the following
long term global trends , likely to have the most significant impact on the City:

e Global E conomic Growth - The global economy is predicted to achieve a sustained period of expansion through
2015, but the pace of growth will slow between 2015 and 2030. This growth is expected to be broadly based but
most significantly focused in the emerging mar kets of Brazil, Russi a, I ndi a, China (6BRI

1 Canadian Policy Research Networks Inc.,  World Economy Trends and Their Implications for the City of Calgary , December 2006
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trade opportunities for Canada and Alberta. While the BRIC countries continue to be viewed as low cost

jurisdictions, the increasing rates of literacy and education in these countr ies also means that these economies
have ready access to a skilled workforce, further eroding the competitive position of countries like Canada to
attract new business investment. Increasingly, large cities like Calgary are realizing that competing on cos tas a

means to attract new business and industry investment is no longer an option. Rather than seeing this as a
detriment, the business community must be ready to seize on the opportunities being created in new markets
whether it is new business relation ships, expanded export and trade or the ability to attr act a global labour force
pool. O ur city must better position itself for success in the global market.

e Growing Energy Demand & Worldwide energy demand is expected to grow by 50 % over the next 30 years , driven
by economic growth and population increase particularly in the emerging markets noted above . The projected
growth in world consumption will drive oil sands production, which is expected to increase in the coming decades.

The volatility of global o il supplies however, can affect revenues and profits and thus the sustainability of economic
development at a national and international level. In addition, the demand for skilled labour to sustain this growth
over the coming decades is likely to intensify in light of the growing competition between companies, cities and
even countries for this needed talent.

e Labour Force Mobility and Competition & The effect of the global integration of local economies is the increasing
international mobility of labour an  d the competition for talent |, particularly skilled workers , that is occurring. This
trend is further impacted by the shifting demographics that are occurring worldwide. Skilled workers are moving
primarily from Asia to the United States, Canada, Australia and the United Kingdom 2. There is also increasing
mobility of skilled workers between developed countries. The competition for skilled workers is being further
impacted by the efforts of emerging economies to retain and repatriate their emigrated workforce , particularly
their skilled workforce. Ireland and China are two examples of where this has occurred in recent years . This has
implications for both Canada as a whole and Calgary in particular , given the reliance on attracting immigrants in
the future as a means to sustain and expand economic growth.

2 Canadian Policy Research Networks Inc.,  World Economy Trends and Their Implications for the City of Calgary , December 2 006
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e Global Localization & Cities are increasingly recognized as embodying and reflecting global trends due to the
manner in which they are linked to national and international economies. To remain competitive citi es need to
develop more proactive strategies to enhance their visibility and demonstrate their level of engagement and
expertise in the international arena. This in turn will assist with the attraction of skilled workers.

e Technology, Innovation and Knowle dge Economy - Information technologies and low cost telecommunications
have enabled significant breakthroughs in business practices driving down transaction costs and allowing
businesses to expand around the globe. In the future, cities and their business communities will face further
opportunities from the increasing pace of innovation, the need to continue to reduce costs and the demands for
new governance techniques that allow greater on -line citizen access to municipal information and affairs. This too
will result in the need to ensure a competitive and skilled workforce.

e Outsourcing and Off -shoring of Blue and White Collar Jobs & Outsourcing or the use of external suppliers to design,
manufacture, ship and service products or components (as distinguishe d from offshoring, which refers specifically
to shifting production to foreign suppliers) i has been a growing trend in recent years. Original equipment
manufacturers have sought, among other things, to divest themselves of production capacity, lower their labour
costs and maintain greater flexibility in the face of ever -shrinking product lifecycles. Industry experts remain
committed to outsourcing but are less prepared than in the recent past to be locked into long -term deals. As part
of this trend there i s also an increased reliance on global service delivery models as well as increased off shoring to
Asia, as business becomes more confident about doing business in China. While India retains a cost and language
advantage, China closes the gap year -by-year and is making major strides to close the significant skills gap for
many types of outsourcing.

In addition to the foregoing the city of Calgary is also being impacted by other broadly based trends. These include:

e Climate Change and Global Demand for Enviro nmental Technologies - The environment is the number one public
issue in Canada and this sentiment is shared by many countries around the world. Spurred by the rising public and
industry debate in developed nations on global climate change and the need to reduce greenhouse gas
emissions, there is a significant imperative to address the impact of cities and industry on climate change, and
develop new, more efficient pollution prevention and conservation technologies. This has had the effect of
companies exa mining their business model from an environmental perspective. Many are looking to redefine the
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activity in terms that go beyond pollution prevention, remediation or recovery, to the creation of new alliances

and partnerships with government and academia focussed more broadly on sustainability. Federal and provincial
governments from across the country are also focused on the environment, with the most notable being the

recently announced Environment Plan from the Federal Government. This creates an oppor tunity for business to
link in with government programs and initiatives.

There is a significant opportunity for Calgary companies to be forerunners and innovators in addressing greenhouse

gas emissions issues, and the environment related business impacts a nd to create a world -class environmental

technology industry in Alberta. While more needs to be done to put the province into a leadership role in this

regard, the provinceds resource endowments, entreprfmewni al cultu
in a highly competitive global environment.

1. Emergence of the Calgary -Edmonton Corridor and the Calgary Region - As regional economies go, the Calgary -
Edmonton Corridor is currently home to one of the strongest economies in North America, if not the w orld. Fuelled
by growthinthep rovi nceds energy sector it continues to post some of t h
population increases on the North American landscape. What this means for those living in the region, generally

comprising t he Greater Edmonton region in the north and Greater Calgary region in the south, as well as
communities like Airdrie, Red Deer and Leduc, is that they are living in the only Canadian large urban region that
has been able to amass a U.S. style level of weal  th while maintaining a Canadian  -style quality of life.

In recent years businesses and individuals have flocked to the corridor and the Calgary  region to take advantage

of the considerable market opportunities that have emerged. while benefiting from low ta xes and business costs,

vast wealth of natural resources, low crime rates, a high -quality education system, a clean environment and a

wealth of recreational and cultural experiences. Given all of these assets, the Corridor and region have enormous

potentia | not only to become an economic engine in North America but also one of the most prosperous and best

places to |ive. This notoriety provides Calgary with potential t
mass as part of its efforts to promo  te and market the city to the world.

2. The Aging of the Countr yds P Apthel sttt of shis century it was acknowledged that Canada faces a
significant aging of its population as the proportion of seniors increases more rapidly t han all other age gr oup. In
2006, one Canadian in seven was aged 65 years or over. By 2031 , one Canadian in  four will have reached age 65.
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While there are notable variations in the aging of the population across Canada , with the proportion of seniors

rang ing from a low of 2. 7% in Nunavut to a high of 14.5 % in Saskatchewan , five out of six Canadian seniors live in

Canadads four mo st popul ated provinces: Ontari o, Quebec, Britis
Canadads popul ation, t dapprorimgtadyr fotrput af five sddive in @ metropolitan or urban area.

While Calgary has seen a significant influx of workers, it still face s the prospect of an aging population. With a

labour force replacement rate expected to drop below 1.0 by 2016, this will compoun d difficulties for our business

community in hiring replacement workers in the future. As the age of our population shifts there will be an impact in

the marketplace for both public and private sector goods and services. And as the population ages, more
investment is required in health care 0 an opportunity from a business perspective, but a challenge from a
government investment and resource perspective.

3. The Focus of Economic Development Strategies is Shifting - As cities and city -regions grow in importan ce in the
global economy, more attention is being given to creating an urban environment that provides a high quality of
life and quality of place for residents as a way to ensure that a city can  attract the best and the brightest to its
workforce. Succes sful cities are looking beyond the traditional approaches to investment a ttraction and retention
and developing strategies  that are focusing more on its people, and that are investing in and improv ing the skills of
the cityds wor kf or ciechanceds for edoreomie praspesty t .hTaey are focused on developing their
entrepreneurs, workforce recruitment and immigration and providing the technological infrastructure that supports
and nurtures creativity and innovation.

While each of these trends are e xpected to contribute to continued growth and stability in the Calgary economy, they will

al so have a broader i mpact on a range of sustainability andrmasti cat or s i n

of living . In developing an economic develop ment strategy , Calgary must give consideration to a range of initiatives that

respondtothec i t yds increasing integration into the gl obal ,eooptedwitmy and t he

the need to provide economic opportunity across a wide b and of income and expertise.

The discussion that foll ows examines Calgaryds recent performance aga
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3. Calgaryods Scorecard

I n assessing Calgaryds performance, consi dethafthé povinciemtomya| so be given

3.1 Alberta & Economy is Strong

e Annual real Gross Domestic Product growth increased from 2.4% in 1995 to 5.0% in 2005, and is expectedtob e 6.0%
in 2006, driven by significant investments in non  -conventional oil extraction and t echnology, growth in consumer
spending, and an increase in manufacturing due to the booming energy sector.

e Alberta's exports of goods and services more than tripled between 1995 and 2005 to about $87.8 billion. Al bertads
share i n Canada0seasedtoa7ll per geptnr2Q05, uprfront 14.1 per cent in 2004.

e I n 2005, Al bertads economic productivity was higher than any ot
Alberta was 108.9% of the Canadian average.

e In 2005, Alberta 6 mvestment per capitaw as $18,403, more than twice the national average. A total of $60.3 billion
was invested in 2005, almost tripling the 1995 level.

e Average annual employment in the province in 2005 increased by 26,900 jobs over 2004. Approximately 420,000
new jobs were creat ed between 1995 and 2005.

e The unemployment rate dropped from 7.8% in 1995 to the lowest in Canada at  3.9% in 2005. A relatively low
unemployment rate should attract a significant number of workers from other provinces and abroad.

e Housing starts increased t o0 34,300 units in 2005 from 10,500 units in 1995.
e The Calgary -Edmonton Corridor is currently home to one of the strongest economies in North America, if not the

worl d. Fuelled by growth in the Provinceds ena@esggginsindathtrealr it cont.i
GDP and population increases on the North American landscape.
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3.2 Population Growth

Al bertads success has al sdhebitgefrCaCalagardysd P opwd G8% (Eigure B) ine2006, bngd is
expec ted to reach 1.2 milli on by 2016 3. The Calgary Civic Census estimate dt he City&6s popul atian
991,759, an increase of 35,681 persons from the previous year 4. Population growth is forecast to remain higher than

national levels, butt he Ci t pf@ewth & expected to decline from current levels as a result of shifting demographics,
most particularly an aging population . The

Figure 1
majority of future population growth will occur Population Growth
from net migration as Calgary is expected to
remain an attractive  destination for jo b seekers. 4.0%

Net migration is expected to account for 57% of
population increase  over the period 2006 to 2026.
It should also be noted that o ver the next two
decades, the share of immigrants to the 2.5% -
population is projected to increase from 20.7% in
2006 to 22.7%in 20265.

3.5% +

3.0% +

2.0% +

1.5% -
The Calgary Civic Census also place s net 1.0% |
migration at 25,794 persons in 2006, a significant

increase from 13,677 persons in 2005. As migrants 05% 1

generally tend to be younger adults of child - 0.0% A
bearing age high levels of positive net migration 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
could have a n impact on future birth rates  and ECITY OF CALGARY ECANADA

pOpUlation CompOSition in the future . RISIng levels Source: City of Calgary, October 2006; Alberta Ministry of Finance, Alberta Population Report Second Quarter, 2006;

Statistics Canada, Population Projections for Canada, Provinces and Territories, 2005
a L

of net migration are  contributingto Cal gar yds i
of natural increase, defined as births less deaths, which rose to 9,887 in 2006 from 8,906 in 2005. The unprecedented level

3 Calgary and Region Socio -Economic Outlook 2006 -2016. October 2006
4 Calgary and Region  Socio -Economic Outlook 2006 -2016. October 2006
5City of Calgary, Ca lEgomaamc@ands@ybe)2008i 2083 Soci o
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of population growth will have an impact on all aspects of the  local economy including the need for housing, cemeteries,
schooling, and social services, etc .

3.3 Population by Age Cohorts

Cal gar y 6 s atpo resulting in sigaificant Figure 2

shifts in the demographic profile of the Population by Age Cohorts (2006)

population . As shown in Figure 2, the

greatest proportion of the population is in

the 20 0 49 age cohort , and comprises 56.4% M
. 8.0% +

of the local populatl_on . Comp_ared to o | m I I [

Canada, Calgary has a higher proportion of

the popul ation in this cohort and a

10.0%
9.0%

—

6.0% +
5.0% +

significantly  lower  proportion of the 4.0% 4
population in the 60+ age  group . Over time, 3.0% 1
the high levels of the population in the child 2.0% -+
bearing years are expected to  contribute to 1.0% +
a greater number of people in the 0 & 14 0.0% 1
. 0-4 5-9 10- 15- 20- 25- 30- 35- 40- 45- 50- 55- 60- 65- 70- 75- 80- 85- 90+

age cohort . The aging baby -boom 14 19 24 29 34 39 44 49 54 59 64 69 74 79 84 89
generation will also result in an increasing

. . . EETCITY OF CALGARY CANADA
number of people in the population that will
be over age 4 0. The ShiftS in the population Source: City of Calgary, October 2006; Statistics Canada, Population Projections for Canada, Provinces and Territories, 2005

composition  will impact the demand for
child care, educational and recreational services. Additional ly, the aging baby boomers  will influence the demand for
housing, social services and amenities.

3.4 Population by Ethnic Diversity

Figure 3 illustrates the level of population that is comprised of visible minority groups. Compared to Toronto and

Vancouver, Calgary has a significantly lower proportion of the population comprised of visible minorities (18 %), but a
higher proportion when compared to Canada asawhole. Cal garyf6s | argest aé GhineseadS®outmor ity gro
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Asian representing 5.9% and 4.2%, respectively.  With increasing net migration from international and provincial sources,

Cal gar yds panglabbuaforceo nis expected to become increasingly diverse. In addressing labour shortages and
increasing competitiveness on a national an d international level , Calgary will needto enhance its efforts at  attracting and
retain ing workers from diverse cultural groups. This has implications for the range of services and support needed in the

community to enable a faster, successful integratio n into the community.
Figure 3
Population By Selected Ethnic Origins
CALGARY TORONTO VANCOUVER CANADA

% of Total % of Total % of Total % of Total
Ethnicity Persons Population Persons Population Persons Population Persons Population
Chinese 51,850 5.9% 259,710 10.6% 161,110 29.9% 1,029,390 3.5%
South Asian 36,855 4.2% 253,920 10.3% 30,655 5.7% 917,080 3.1%
Filipino 16,380 1.9% 86,460 3.5% 22,085 4.1% 308,575 1.0%
Black 13,665 1.6% 204,075 8.3% 4,780 0.9% 662,215 2.2%
Southeast Asian 12,560 1.4% 33,870 1.4% 14,670 2.7% 198,880 0.7%
Arab/West Asian 11,395 1.3% 56,225 2.3% 4,625 0.9% 303,975 1.0%
Latin American 8,605 1.0% 54,350 2.2% 6,490 1.2% 216,985 0.7%
Korean 3,885 0.4% 29,755 1.2% 6,130 1.1% 100,655 0.3%
Japanese 3,845 0.4% 11,595 0.5% 8,280 1.5% 73,330 0.2%
Multiple visible minority 3,610 0.4% 19,860 0.8% 4,550 0.8% 73,875 0.2%
Visible minority, n.i.e. 2,250 0.3% 37,980 1.5% 1,115 0.2% 98,930 0.3%
Total visible minority 164,900 18.8% 1,051,125 42.8% 264,495 49.0% 3,983,840 13.4%
Total Population 878,860 2,456,805 539,630 29,639,025

*Source: Statistics Canada, 2001Census
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The Calgary Census Metropolitan Area has also been the fastest growing urban Aborig inal (Metis, North American Indian,
Inuit and multi -Aboriginal) population centre in Canada, exceeded in size by only the Chinese and South Asian
communities . Between 1996 and 2001 the Aboriginal population in the Calgary CMA grew by 36.3% to a total population

of 19,760 persons. If the Aboriginal population in the city continues to grow at historic rates it can be expected to triple to
65,000 person s by 2017.

In a recent statistical profile prepared for Western Economic Diversification and the Calgary Urban Aboriginal Initiative it

was reported that compared to other Aboriginal people in Alberta, those that live in the Calgary CMA earn more income,

are better educated and more entrepreneurial . Despite this however, the Alberta population community continue sto
endure high rates of unemployment at 6.7% when compared to the city population as a whole at 3.1% (Statistics Canada,
Labour Force Survey: Dece mber 2006) . The median income levels are at 80% of the norm for Calgary and the incidence of
poverty that is about 2.5 times higher than that for the rest of the Province.

While it has been suggested that the Aboriginal population is making progress in edu cational attainment, the education
gap relative to the rest of the population has continued to widen. This will be a factor in the future as the Province of
Alberta is seen as a major destination for half of the Aboriginal population in Canada. With the ra te of projected growth in
the city and the CMA expected to triple in the coming years, more consideration should be given to the means and

methods by which to include this percentage of the population in post secondary and advanced education
opportunities. This will ensure that all levels of the population are benefiting from the current level of prosperity in the
region, but also ensure that the city and region are tapping into all levels of the local labour force.
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3.5 Individual and Family Income

Average family income and personal income can provide
insight into local labour force costs and quality of employment

in a jurisdiction. It can also reveal the spending power of
residents in a community.  Acc ording to Statistics Canada
Income Trends data, Calgar yds average tot al
in 2004 was $38,600, well above the Canadian average of
$32,000. Figure 4 indicates that there is a significant portion
(18%) of the population earning more than $60,000. This
compares to 13% at the national level. Average family income

in Calgary was also well above the Canadian average at
$63,800 and $54,000, respectively.  The highest level of family
income in Calgary was in the $100,000+ income range at 17%
compared to Canada at 12% (Figure 5). Cal g a grgwd Is in
individual and family  income has been driven in part by the
labour force demands of the oil and gas sector and the
resulting tightening labour force supply and increases in wage
levels.

Although individual and family incomes are well above the
Canadi an averages, the cost of living in Calgary, as measured

by the Consumer Price Index (C PI), has increased from 1 03.5 in
2003 to 112.3 in 2006¢. Thishas significant implications for that
portion of the population in the lower income level s and on
fixed inc omes. Figure 4 indicates that in 2004, 38% of individuals
living in Calgary had a total income of | ess than $20,000, while

6 Statistics Canada, Consumer Price Index , by City: CANSIM Table 326 -0021

Figure 4
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Figure 5
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52% of families had a total income of less than $50,000 (Figure 5).
When consideration is given to the percentage of the Figure 6
populat ion living in low -income households , as defined by Employment by Industry, 2005 Calgary CMA
the Statistics Cana da Low-income Cutoffs (LICO), low- P(EBSO?:)S %)
income households between 2000 and 2004 comprised Goods Producing Sector 1398 2;4%
13.1% and 13.7%, of the population respectively (with a Agriculture, Forestry 35  0.6%
16.7% exception in 2003). However, | ow-income rates Mining and oil, and gas extraction 39 6.5%
varied significantly by individual and family type. In 2004, Utlities 39  0.7%
persons aged 65+ had the lowest rate of low -income at  Cconstuction 521 872"
8.4%, while children under 18 had almost double the I\S/I:rr:/lil(f:a;c::rrcl)ndgucmg Sector 4‘51(15:2 72:202
seniors6 r at e a flwo-pabentOfdmilies with children Wholesale Trade 223 3.7%
had a low-income rate o f just 5.1%, while close to half Retail Trade 71.4  12.0%
(47.1%) of lone -parent families were in low -income Transportation & Warehousing 36.1 6.1%
situations. However, when ¢ ompared to other Canadian Finance and Insurance 239  4.0%
Census Metropolitan Ar ea sincén@MA Real Estate Rental and Leasing 125 2.1%
rate was the third lowest 7. Overall, the rising cost of living Administraﬁve ahd S.l.Jpport . . 271 4.5%
! Professional, Scientific and Technical Services 63.5 10.6%
will impact Calgaryds ability ggyational Services 29.6  5.0%°5
at lower incomes and may place greater demands on Health Care and Social Assistance 48.3  8.1%
social service agencies. Information and Cultural Industries 174 2.9%
Arts, Entertainment and Recreation 14.4 2.4%
Accomodation and Food Services 44 7.4%
3.6 Labour Force and Employment Other Services 076 46%
Figure 6 illustrates employment by industry for the Calgary Public Administration 185 3.1%
TOTAL 596.4

Census Metropolitan Area. In 2005, the total employment
was estimated at 596,400 with the majority of the labour
force  concentrated in the Retail Trade (12.0%);
Professional, Scientific and Technical Services

* Data not available for estimates below 1,500

Source: Statistics Canada, Labour Force Survey, program A020608.

(10.6%); Construction (8.7%), Health Care and Social Assistance

7 City of Calgary, Socio -Economic Outlook 2006 -2016, Calgary and Region, October 2006

(8.1%), and

millierdickinsonblais inc.
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Manufacturing (6.9 %). To succeed in the future, Calgary like other Canadian cities must be able to demonstrate a

wor kf or ce

t hat h a

educational institutions, in  particular
investment that results in graduates

the longer term.

S

t he characteri

local colleges and universities
, faculty that take up residence in the city and put down roots in the community over

stics of todayds knowl edge
, to assist in the attract ion of talent, companies and

Figure 7 provides a distribution of examples of labour force by major occupation within the Calgary CMA in 2005. Not
surprising, given the performance by industry, labour force occupations are concentred in Sales and Service (22.4%);
(20.6%); and Trades, transport and equipment operators and related (14.8%)

Business, Finance and Administration

Hgure 7
Labour Force by Occupation*

Calgary CMA Canada

Management
Business; finance and administration

Natural and applied sciences and related
Health

Social science; education; government service and religion

Art; culture; recreation and sport
Sales and service
Trades; transport and equipment operators and related
Primary industry
Processing; manufacturing and utilities
Total - Experienced labour force

56,300 9.0% 1,488,000 9.4%
128,200 20.6% 3,007,200 18.9%
69,900 11.2% 1,140,400 7.2%
37,700 6.0% 971,800 6.1%
44,700 72% 1,388,800 8.7%
19,800 3.2% 525,100 3.3%
139,700 22.4% 4,079,200 25.7%
92,200 14.8% 2556400 16.1%
13,500 2.2% 627,100 3.9%
21,500 3.4% 117,690 0.7%
623,500 100.0% 15,901,690 100.0%

*Data not available in 2005 for estimates below 1500

Source: Statistics Canada, Labour Force Survey, Annual Averages 1994 - 2005, Program A020608.

The unemployment rate

employment levels.

By comparison,

for the city of Calgary

Al

at the end of the first quarter 2007  was 3.2% which is considered below full

bertads un garepvas3yp¥hehild Ca n a d av8sss.1 %.
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Over the next 10 years t he labour force is expected to increase by a further 32% from current levels t 0 949,000 in 20168. The
composition of the labour force is also expected to shift , with the immigrant labour  force increasing from 21% of the total
labour force to 24% in 2026 (Figure 8).

These facts are of particular importance to the city of Calgary given the looming demographic crunch that is threatening
many of Canadads economic cent rde so.f ICha ntabldea 6Go nmfeegroenc eMiBosaron Possi bl e:
for Canada, it has been suggested that getting enough workers (and the right kind) in the decades that follow will require

a onew deal 6 for i mmigrants. 0l n t he fof talented immigragts, Camada mustdinproyee t i t i on abr
immigrant selection and processing; implement more comprehensive credentials recognition; and increase
intergovernmental and public  -private sector coordination to focus immigrant selection, improve settlement a nd

integration and ease 9 abour market entry. o

8 City of Calgary, Socio -Economic Outlook 2006 -2016, Calgary and Region, October 2006

9 The Conference Board of Canada, The Canada Projec t Final Report, Mission Possible Executive Summary: Sustainable Prosperity for Canada , 2007
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Fgure 8
Immigrants and Visible Minorities as a %of the Labour Force, Calgary

26.0%

24.0%

22.0% A

20.0%

18.0% -

16.0%

14.0% A

12.0%

10.0% T T T T T
2001 2006 2011 2016 2021 2026

s mmigrants Visible Minorities

Source: City of Calgary, Calgary's shifting Socio-economic Landscape, 2003

While curre nt wage by industry information is not available for the CMA region, Figure 9 shows the average hourly wage by
industry in the Calgary Economic Region as compared to Canada as a whole . In many ins tances average wage levels in
the region are behind the national average. The major exception is the Professional, Scientific and Technical Service
occupations.  As the unemployment rate remains low and labour shortages persist, employers will have to comp ete for
labour by offering higher wages or other incentives to attract potential employees . Although high wage rates are an
attractive factor for job seekers, increasing industry wages can
competitive
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Figure 9
2005 Mean Hourly Wage by Industry - Calgary Economic Region

Accommodation and Food Services ‘;&%‘35“
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Manufacturing B?gzé) 61
Educational Services $20.16
Finance, Insurance and Real Estate ﬂ $22.64
Mining and Oil & Gas Extraction 2%_2474'68
Construction $22.29 $26.56
Utilities $26.74
Public Administration $1.20 $26.94
Professional, Scientific and Technical £.23 $29.50
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Source: Alberta Wage and Salary Survey, M arch 2006; Statistics Canada, CANSIM table 281:0030 and Catalogue no. 72-002-X
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3.7 Building Permit Activity

Investments in r esidential and non -residential construction activity
increased significantly over the period 2000 to 2005, with the
value of building permit activity in the City of Calgary rising by
73.6%. The total value of building permits grew to $3.6 billion in
2005 from $2.4 billion in 2004 (Figure 10). The total value of
building permits for the 12 month period ending November 2006
was $4.3 billion. Employment growth, decreasing vacancy rates

for downtown offices and population growth should  continue to
support demand for new resid ential and non -residential
construction .

3.8 Office Market Conditions

The new supply of office space in the Calgary Downtown office
market as of Q 1 2007 was estimated at 1.28 million square fe et
with a vacancy rate of  1.8%!0 and an average net rent (pers  .f.) of
$43.03 in the Downtown. In suburban areas, the vacancy rate was

2.1% with an average net rent (per s .f.) of $21.151. The low
vacancy rate trend (Figure 11) , low interest rates and stro ng
employment growth  conditions favour the construction of new
office space . Consequently, several new developments are either
underway or planned to meet the emerging market demand . A
total of 5.21 million SF of office space in eight buildings is due to b e
added to the downtown market over the next several years.

10 Calgary Economic Development, Economic Report Q1 2007

11 Calgary Economic Development, Economic Report Q1 2007

Figure 10
Building Permits ($000,000)
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Figure 11
Office Market Conditions for Calgary
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225,000 SF is expected to be added to the market in 2007 with the completion of Homburg Harris .

In addition, new construction is also continuing in the industrial Figure 12

real estate sector with 1.3 mi llion SF completed in the first quarter FP500 Head Offices Growth, 2001 - 2005 (CMAs)
of 2007. 250 -

3.8.1 Number of Head Offices 200 -

Figure 12 depicts the number of head offices for six Canadian 150 +

cities. Among these major Canadian cities, Calgary has 100 |

experienced the greatest increase in head office growth with an

additional 20 new head office operations over the period 2001 50 1

to 2005, an increase of 25.3%. Although Toronto has 0l

experienced the loss of 91 head offices ( -43.8%) during this time Calgary Vancouver Toronto  Montreal Edmonton  Ottawa
period, it should be noted that a number of these operations 32001 02005
may have moved to the other locations within the Greater

Toronto Area, suggesting that th e employment may still have Source: National Post FP500 Database, 2006

been retained locally. Figure 13

Head Office Employment 2001-2005, CMAs (% Change)

3.8.2 Head Office Employment

40% -

Figure 13 indicates head office employment among major 3506 |
Canadian cities. In conju nction with head office gr owth, 30% |
Calgary has experienced the highest rate of increase in head 2506 |
office employment (37.2%) among these major Canadian cities . 20% 4
15% -
10% -
00w
0% ; ; ; ;

Calgary  Edmonton Vancouver  Toronto Montreal Ottawa

Source: Statistics Canada, Business Register, 2001-2005
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3.9 Housing Characteristics

With strong economic growth and relatively | ow morethpaarinuedaad es Cal gar
experience conditions of excess demand which has resulted in record high housing prices and rental rates across the city.

These conditions are expected to continue as the city and the Province out performs the country in terms of econom ic

growth.

Cal garyds t ot al héve been g ans t erigure 14
upward tren d in the last five years reaching 12,900 Calgary Housing Starts and Average Prices, 1996 - 2006
units in 2005, an increase from 12,200 units in 2004

. . . . 400000 - 14
(Figure 14). Construction activity in the first quarter of 350000
2007 saw a drop of 27.8% over th e same period in 300000 |
2006. dngle family starts increased to 7,493 in 2005 250000 -|
from 6,982 in 2004. In contrast, new construction 200000 1
activity weakened in the first quarter of 2007 due in ﬁgggg:
large part to the decrease in starts of single family 50000 4
units. 01

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Historically, t he high demand for housing in Calgary _—Average Pricet Total Housing Starts* (®00 Units)
has been supported by stro ng employment
COﬂditiOﬂS, h|gh net migration and positive income *Foreast Completed: August, 2005 by City of Calgary Corporate Economics
**Source: Calgary Real Estate Board, August 2006

growth . On the other hand, t he supply for new and
resale homes has been constrained by the capacity of the building industry to meet demand and the available inventory
of resale homes. As a result, both existing and Aweeage hbusimericesar ket s hav

rose dramatically in 2006 and a s of April 2007, the average resale housing price in Calgary was $394,758, an increase of
28.8% from the same time last year 12.

12 CMHC, Housing Now Report (Calgary CMA), December 2006, Calgary Economic Development, Q1 2007
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Local real estate prices are expected to escalate further as the region continues to experience a high demand for
housing . The number of dwelling units in Calgary ~ was estimated at 413,000, as of  April 2006, up from 397,000 for the same
period in 2005. The dwelling vacancy r ate in 2006 however, was estimated at 1.7%, down from 3.7% in 200513, Additionally,
the rental market vacancy rate has dropped significantly, with the apartment vacancy rate in the Calgary CMA dropping
from 1.6% in October 2005 to 0.5% in October 2006 14. The rising housing prices, the limited supply of new units on the
market and the lack of housing options will continue to impact the ability of residents and job seekers to find affordable
housing .

3.10 Educational Attainment

The level of educational attainment in the local population  is an important indicator to business of the type and supply of
labour available in a community. Access to skilled and semi -skilled labour can also be a source of competitive advantage

foracommunity and key to sustaining the gt &iguteh5%dllustraies thegeducatiGnsattae cnonand my

for the 15+ age cohorts inthe City of Calgary . This analysis reveals

that 40% of Calgary residents p ossess apost secondary education Figure 15

as compared to a national average of = 32.9%, further supporting Post-Secondary Education Attainment

the notion of Calgary having a high ly skilled workforce . Figure 16 Calgary Canada
further illustrates Calgaryds do micallagsbegree ¢ Highétt i on a Botgg i N Mg,
to be University at 33% ¢ ompared to Canada as a whole at 31%. BA Degree or Higher 23.0% 17.0%
Calgary also has a higher proportion of its population with a PhD  MA Degree or Higher 4.0% 3.2%
level of education. This is an important consideration if Calgary is PhDs per 1,000 6.8 5.4
to position itself to attract more p ublic and private sector Source: University of Calgary, 2001

Research and Developmen t investment.

The rate of high school completion is also an important consideration when assessing educational attainment and
achievement . Cal g a r ytitns high school comple tion rate has increased from 63.7% in 2000-2001 to 70.3% in 2004-2005,

13 City of Calgary, Socio -Economic Outlook 2006 -2016, Calgary and Region, October 2006
14 CMHC, Rental Market Report, Calgary CMA, 2006

15 Data has been provided by the University of Calgary based on Statistics Cana dads 2001 Census
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an incre ase of 6.6%. These rates are similar to Alberta which had an increase in on -time high school completion rates of
65.1% in 2000-2001 to 70.4% in 2004-2005. On the other hand, in the 2004 -2005 school year, the dropout rate  in Calgary was
5.0% and the retur n rate was only 20.0%. A look at high school completion rates must take into account the impact of

Al b e s strang economy and the tendency to attract high school s tudents into the workforce before completing high
school .

Furthermore, Statistics Canada Labour Force Survey data indicates  that high school dropout rates in Alberta from the 2001-
2002 to 2004 -2005 school period were 11.8%, higher than the Canadian rate of 10.2% for the same period 16, Alberta also

had the lowest rate in Canada for high schoo | students to move onto post -secondary education at 43%, suggesting a
reliance on in -migration for skilled labour and educated workers 17 and potential challenges forthep rovi nceds | abour for
into the future. Although high school completion is not always necessary for secure, high -paying employment within

Al bert ads st r,atrregnairs aecassany jor entry into the majority of post-secondary education programs and is
becoming increasingly necessary for long -term employment security  in a knowledge base d economy .

16 Canadian Council on Learning, Composite Learning Index, High School Dropouts, 2006

17 Statistics Canada, Youth in Transition, 2002
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Figure 17 demonstrates the dominant fields of study
include Commerce, Management

Figure 16
Educational Attainment

Total Population 15 to 24 years by School Attendance

Not attending school
Attending school full-time
Attending school part-time

Total Population 20+ years by Educational Attainment

Less than grade 9

Grades 9 to 13

Without secondary school graduation certificate
With secondary school graduation certificate
Trades certificate or diploma

Other non-university education

Without certificate or diploma

With certificate or diploma

University

Without degree

Without certificate or diploma

With certificate or diploma

With bachelor's or higher

Dominant Educational Attainment

CALGARY
125,510
52,255 42%
62,730 50%
10,525 8%
642,735
29,200 5%
168,140 26%
99,945 16%
68,195 11%
75,295 12%
160,385 25%
46,355 7%
114,025 18%
209,710 33%
59,010 9%
42,320 7%
16,690 3%
150,705 23%
University 33%

CANADA

3,988,205

1,472,470
2,275,995
239,740

21,857,010

2,284,310
6,848,480
3,807,845
3,040,620
2,573,915
4,927,320
1,390,205
3,537,105
5,223,000
1,537,790
940,730
597,060
3,685,195
Grades
9to 13

37%
57%
6%

10%
31%
17%
14%
12%
23%
6%
16%
24%
7%
4%
3%
17%

31%

Source: Statistics Canada, 2001 Census

and Trad es (20%) degrees or diplomas. The concentrat

knowledge based and business service industries.

the importance of for

force has the skills needed to remain competitive.
study for the population with post sec
Recreational & Counselling Se

The higher educational
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n

t hese
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for Calgary residents possessing a post secondary
and Business Administration (23 %) and Engineering and Applied Sciences Te

i el

education

ds

These
chnologies
of study

mal education as well as the need for ongoing training and upgrading to ensure that the labour

requirement s of these industries have increased

The following three fields of study represent the other major areas of
ondary education: Health Professions, Sciences & Technologies (10%); Educational,
rvices (10%); and Social Science & related fields (10%).
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FHgure 17
Post Secondary Education by Major Held of Study

Total Population with Postsecondary
Qualifications

Commerce, management and business
Engineering and applied science technologies and
Health professions, sciences and technologies
Educational, recreational and counselling services
Social sciences and related fields

Engineering and applied sciences

Mathematics and physical sciences

Humanities and related fields

Fine and applied arts

Agricultural, biological, nutritional, and food sciences
No specialization and all other

Dominant Field

CALGARY

357,945

83,105
71,590
36,705
34,385
34,320
26,420
19,290
19,100
18,040
13,975

1,000

Commerce

23%
20%
10%
10%
10%
7%
5%
5%
5%
4%
0%

CANADA

10,466,400

2,287,220
2,234,150
1,164,100
1,083,690
1,038,225
489,665
394,525
674,555
576,920
497,500
25,835

23% Commerce

22%
21%
11%
10%
10%
5%
4%
6%
6%
5%
0%
22%

Source: Statistics Canada, 2001Census

3.10.1 Funding Levels to Universities

Post-secondary institutions can be catalysts for econo  mic growth and innovation in a community, and a significant asset
to investment attraction efforts. To this end the University of Calgary has the second highest

level of sponsored research

revenue from government and non -government sources behind the Univ ersity of Alberta (Figure 18). Additionally, all post-
secondary institutions in Calgary have experienced increased enrollment since 2000 , Creating an opportunity for Calgary
to position itself as a leading research centre in Western Canada.
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Figure 18
Alberta Universities Sponsored Research Revenue: All Sources ($.00)
Sources RECIPIENT 2001-02 2002-03  2003-04 2004-05 2005-06
Alberta 122,730 108,660 141,085 142,404 170,507
Calgary 64,160 74,720 96,632 94,559 100,870
Federal Government .
Total Lethbridge 2719 3,699 6,297 8,548 7,692
Athabasca 576 1,554 1,498 2,150 1,164
All 190,185 188,633 245,512 247,661 280232
Alberta 68,962 86,040 119,467 154,085 101644
Calgary 54,483 38,688 74,609 107,669 67433
Alberta Government Total Lethbridge 2,683 2120 2353 2663 4511
Athabasca 217 253 13 134 85
All 126,345 127,101 196,442 264,551 173673
Alberta 13,733 14,207 13,493 16,332 16239
Calgary 2,138 3414 2,802 2,959 3322
Government - Other | 06 107 341 432 854 711
Jurisdictions Total
Athabasca 0 0 0 0 0
All 15,978 17,962 16,727 20,145 20272
Alberta 53,020 51,360 51,528 54,834 91781
Calgary 50,696 47,886 72,713 62,644 64281
Non-Government Total  Lethbridge 1,205 1,183 750 613 792
Athabasca 32 61 32 32 600
All 104,953 100,490 125,023 118,124 157454
Alberta 258445 260267 325573 367656 380171
Calgary 171,477 164,708 246,756 267,831 235905
Total Lethbridge 6,714 7,343 9,832 12,678 13706
Athabasca 825 1,868 1,543 2,316 1849
All 437,461 434,186 583,704 650,481 631631
Source: Alberta Advanced Education and Technology, Research Funding at Alberta Universities, 2005-06 Report,

December 2006

3.11 Summary o f Findings

Calgary has benefited enormously from the expansion of the Province
increase in the population and employment and the recent increase in office space absorption  and business expansion.

A detailed review of Calgaryds key economic indicators however, reveal s a
expansion and prosperity.
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o While the c ity will remain an attractive destination for job seekers for the foreseeable future, t he majority of
t he cfutdreypdmulation growth will rely on n et migration and immigration from international sources. In
addressing labour shortages and increasing competitiveness for skilled workers , Calgary will need to
enhance its efforts at attracting and retain ing worker s from diverse cultural and ethnic groups. This has

implications for the range of services and support needed in the community to enable a faster, successful
integration into the community.

o Calgary has one of the youngest populations of any major Canadian city but must also face the fact that
its population is aging . The shifting composition of the  population will impact the demand for child care,
educational and recreational services. Aging baby boomers  will also influence the demand for housing,

social services and amenities.

o A significant proportion of Calgary residents possess a post secondary education as compared to

Canadaf6s national average, further supporting the notion of
While the dominant education att ainment level in the city is university , an important consideration for the

attraction of world class research and graduates students is the presence of PhDs. In this regard, Calgary

has a higher proportion of its population with a PhD level of education t han the national average. However,

to continue to attract public and private sector research and development to the city, it must remain a

competitive and attractive alternative to other international destinations.

o With high school completion a minimum st  andard for most entry level jobs,  only 75% of Albertans complete
high school in 5 years. Given the need to provide and attract an educated workforce in order to ensure the

long term sustainability of the local and provincial economy, the province and the c ity of Calgary must
continue to invest in and promote the need for high school completion as well as a post secondary
education.

o Although individual and family incomes are well above the Canadian averages, the cost of living in
Calgary, as measured by the  Consumer Price Index (CPI), has increased from 103.5in 2003 to 112.3 in 2006.
This has significant implications for that portion of the population in the lower income levels. Children under
18 and lone parent families are at the greatest risk of being in low income situations.
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o As the unemployment rate remains low and labour shortages persist, employers are competing for labour
by offering higher wages or other incentives to attract potential employees. Although high wage rates are
an attractive factorf or |j ob seekers, increasing industry wages can hinde]
and remain competitive and create inflationary pressures . This may affect a business and individual
decision to remain in the Calgary market. It may also have the affect of deterring companies that would
have otherwise provided employment opportunities for semi -skilled lower income individuals. Calgary may
simply price itself out the market.

o Commercial office  and industrial space continues to be constrained due to h igh demand but vacancy
and availability rates are moving to more balanced and more sustainable levels than have been
experienced in recent years.

o The supply for new and resale homes has been constrained by the capacity of the building industry to meet
dem and and the available inventory of resale homes. The effect has been significant increases in housing
prices. The limited supply of new units on the market and the lack of housing options in the form of rental
accommodation  will continue to impact the abil ity of residents and job seekers to find affordable housing
This in turn may deter migrants to the Calgary market and not allow some residents to afford housing and
become established in the community

The rate of growth and economic expansion in the city in recent years has created a number of challenges for the city as
evidenced by the earlier discussion. These challenges, while significant in some segments of the economy are not yet
insurmountable. The city faces a choice at this time to confront and ad dress the issues that are effecting its
competitiveness and move forward with its vision for the future. To do this effectively, the city must look beyond the

standard means of measuring prosperity 0 job creation, increased productivity and capital investm ent and devise new
methods by which to gauge the success and health of the city.

The section that follows | ooks more particularly at Calgaryds compet.
jurisdictions.
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4, Cal garyds Competitive Advantage

In order to assess Ca | g a comfiestive position to attract and sustain business investment, a competitive analysis using a
range of demographic and industry elements was completed for the city and a select number of U.S. and Canadian
jurisdictions. These comparative elements include  d:

e Population;

e Employment Growth ;

e Income and Housing Prices;

e Taxation;

e Real Estate Rates;

e Major Industries;

e Target Sectors; and

Incentives

With input from the Calgary Economic Development Strategy Steering Team , Toronto, Ont ario; Houston, Texas; Portland,
Oregon; and Phoenix, Arizona  were selected for comparison. This is based on a number of factors:

e similarities in local economies and target sectors;

e position as a transportation hub within a geographical region; and
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e succ ess at attracting the type of industry base being targeted by the City of Calgary.

4.1 General and Business Case Comparators

Figure 19 illustrates Cal gary6s perf ormance against the other selgenaral and ur i sdi ct i
business case com parators . It should be noted that there are some limits on the availability of data from the U.S. cities.
Where possible we have relied on the U.S. Census Bureau unless otherwise noted.

Given the dominance of the City within the Calgary CMA, the informat ion presented has relied on CMA data (where
noted) where it was more current and in line with the base years of the other jurisdictions.
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Figure 19
Comparison of City of Calgary to Other Selected Cities
CALGARY, AB TORONTO, ON HOUSTON, TX PORTLAND, OR PHOENIX, AZ
Economic Development Strategy Yes (2000) Yes (2000) Yes (2005) Yes (2002) Yes (2002)
(Greater Houston (Greater Phoenix
Partnership) Economic Council)
Population (2005) 956,000 2,698,000 1,941,430 513,627 1,377,980
Employment (2005) 596,400 * 1,262,700 950,893 263,362 678,292
Rate of Growth (2000-2005) 54,600 -17,300 90,932 -12,719 67,273
% Change 10.10% -1.40% 10.60% -4.61% 11.01%
Income (2006, USD$)
Average Personal Income ? $47,941 $50,031 $23,534 $27,537 $23,195
Average Household Income 2 $74,193 $65,517 $58,615 $61,061 $60,170
Taxation (2006)
Corporate Income Tax (Provincial/State) * 10.00% 14.00% N/A 6.60% 6.97%
Business Tax (Local) 8.7% N/A N/A 4.10% N/A
Sales Tax (Provincial/State) N/A 8.00% 6.25% N/A 5.60%
Personal Income Tax * 10.00% 2.67% to 11.59% N/A 5.00% to 9.00% 2.73% to 4.79%
Commercial Property 1.90% 4.06% 0.65% 0.57% 1.82%
Industrial Property 1.90% 4.38% 0.65% 0.57% 1.82%
Real Estate (2006, USD$)
Median Housing Prices ® $278,246 $362,865 $152,800 $285,000 $266,500
Average price per acre of Industrial land ® $350,000-$600,000 $300,000 - $425,000 $100,000-$950,000 $100,000-$500,000 $283,000-$850,000
Office Gross Rental Rates ’ $42.44 $39.66 $25.26 $26.69 $23.87
Industrial Rental Rates ® $6.95 $6.62 $4.52 $4.80 $8.28
Unicity Model Yes Yes No No No
Transportation Hub Yes Yes Yes Yes Yes
* calgary CMA

2 Income for U.S. cities: urbanMetrics based on data from U.S. Census Bureau and Bureau of Labour Statistics

8 Corporate Income Tax is a flat rate

4 Calgary: Personal income tax is a flat rate. Remaining cities: Personal income tax is based on income level.

® Canadian cities: CMA housing prices for single detached units. U.S. cities: MSA housing prices for single family homes.

6 Average price for serviced employment land in business parks
7 Weighted average gross rental rates for Class A space in the Downtown (per s.f./year)

® Direct weighted average net rental rates (per s.f.)
Exchange rate CAD - USD: 0.85

Sources: See Appendix
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4.1.1 Employment Growth

Employment growth in the Calgary CMA (10.1%) is consistent with the gro wth experienced in both Houston (10.6%) and
Phoenix (11.01 %) over the period 2000 and 2005. Toronto and Portland both witnessed a drop in employment growth over
this period. The strong employment growth in the three communities is reflective of the growin g importance of the centres
at a national and international level.

4.1.2 Income and Housing Prices

There is a wide variance in the income levels of the six municipalities being examined. When compared to Toronto,
Calgary had a slightly lower average personal i ncome, but had a significantly higher average household income level ,
using 2006 as a base year . Both Calgary and Toronto have higher personal and family incomes than the comparative U.S.
jurisdictions. Phoenix had the lowest average personal income, whi le Houston had the lowest average household income.

4.1.3 Taxation

Corporate, business, sales , personal and property taxes were examined as a measure of local business costs. Corporate
income taxes are levied as flat rates by each of the Provincial and State g overnments. While Alberta ha sa lower rate at
10.0% than Ontario at 14.0% the U.S cities, display even lowe r rates Portland and Phoenix at 6.6% and 6.97%, respectively.

A local business tax of 8.7% and 4.1 % islevied in Calgary and Portland , respectively.

Provincial and State sales tax are levied as flat rates by Toronto, Houston and Phoenix at 8.0%, 6.3% and 5.6%, respectively.
Personal income tax is a flat rate in Calgary at 10.0%, however, in Toronto, Portland and Phoenix it is based on income

levels. Depending on income level, personal income tax rates range in Toronto between 2.67% to 11.59%, in Portland
between 5.0% to 9.0%, and in Phoenix between 2.7% to 4.8%.

When comparing property taxes, Calgary has a significantly lower property tax for comme rcial and industrial properties

than Toronto. Calgaryds property tax rate for comhasacommérciland i ndust
property tax rate  of 4.06% and an industrial property tax rate is 4.38%. In the selected U.S. cities, property tax levied equally

between commercial and industrial property with Portland having the lowest overall rate at 0.57% and Phoenix having the

highest rate at 1.82%.
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4.1.4 Real Estate

Housing costs can also have an impact on business attraction, as lower co st, good quality housing can make it easier to
attract and retain employees. The reverse can also be said. Companies looking to attract executives and senior
management often cite the quality of local housing as an issue in the site location consideratio ns. Median housing prices
for single detached units in the Calgary CMA were lower than the Toronto CMA, but significantly higher than the
comparative U.S. jurisdictions.

The price of industrial land  and the rental rates for commercial and industrial proper ties are some o f the more significant
variables in the decision making process for new and relocating firms . For this reason, the average cost of real estate has
been included in our assessment . The average price for industrial land varie s considerably d epending on market
conditions, availability and quality, location, proximity to amenities etc. Comparatively, the price of industrial land in
Calgary is competitive  with many of the select jurisdictions.

Office gross rental rates are compared forClassA of fi ce space (per s.f/ year ) grosarentahr@e Downt own.
at $42.44 (USD$)i s t he highest among the selected &39166 (8D$)a Thd loveest office Tor ont oo

lease rate was found in  Phoenix with an average rate of $23  .87.

Industrial rental rates (per s.f.) in Calgary average $6.95 (USD$) , which are higher than Toronto, Houston and Portland rates,

but | ower than Phoeni x86s average rate at $8.28.
Overall, Calgaryds commerci al | ease r highalse toahe tdghtilonatreat estaté rmarket,r e nt al rat e:
but with the relatively low vacancy rates, low interest rates and positive employment growth, the conditions for new

construction of commercial and industrial facilities remain favourable.

4.1.5 Summary of Findi ngs

A competitive analysis allows a community to see its strengths and weaknesses in attracting business investment and a
workforce relative to a select number of other jurisdictions. In completing this assessment, consideration has been given to
a select number of demographic and business cost indicators considered key in any site selection exercise.

Based on this analysis, Calgary demonstrates:
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A robust local economy with significant recent increases in local employment on par with many of the U.S.
jurisdictions.

e High income levels for Individual and households which is attractive to potential employees but a possible
deterrent to employers.

e Calgaryb6s corporate tax rate, whil e competitive againstS. Toronto
jurisdictions and its local business tax is the highest among any of the communities. In addition Calgary has a higher
commercial and industrial property tax rate when compared to the U.S. jurisdictions, but is much more competitive
when compared to To ronto. This may contribute to the perception that Calgary is no longer a competitive business
environment.

e The city is competitively positioned in terms of its cost for industrial land but the lack of available serviced land in
key locations is a limiting  factor.

e The cost of Class A office space in the city is generally competitive against Toronto but is significantly higher than
any of the U.S. jurisdictions.

It shoul d al so be noted that in the 2006 =edition odd6 s KRgMIG ddse rteop or t
international business costs, Calgary placed 4  t against a range of jurisdictions in the Midwest U.S. and Western Canada in

a comparison of the relative costs of doing business. The report measured the combined impact of 27 cost components

that are most likely to vary between cities, as applied to specific industries and business operations. 18 Thiswas based on

cost information collected between Janu ary 1, 2005 and January 1, 2006.

18 Manufacturing Industries included Aerospace, Agri  -Food, Automotive, Chemicals, Medical Devices, Metal C omponents, Pharmaceuticals, Plastics,
Precision Manufacturing, and Telecom.

R+D industries included Biotech, Clinical Trials, and Product Testing.
Software industries included: Software Design, Web/Multi -Media

Corporate Service industries included: Back Office and Contact Centres
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When compared to the 4 communities included in this analysis, the city finished 1 stin terms of the overall results .

The following section discusses the key target sectors and business attraction efforts of each of the comparative
communities.

4.2 Major Industries and Target Sectors

In comparing each of these jurisdict ions, an important consideration will be the degree to which they share similar
economies and investment attraction activity. Figure 20 compares the industry base (percentage of total employment by
sector) , target sectors (as identified through web researc  h) and incentive programming for Calgary and the selected
jurisdictions.

All the selected cities demonstrate a similar base of industry: Professional, Scientific and Technical Services; Education, and
Health Care and Social Assistance. In addition, Calg ary and Houston have a base of industries in Construction , While
Toronto, Portland and Phoenix have a significant industry base in Finance and Insurance. Manufacturing is also a major

industry in Houston while Retail Trade is a significant  component of th e Calgary and Houston economies .

These cities also have a number of target sectors in common. For instance, Aerospace was a target sector for all the

selected cities with the exception of Portland, while Business and Financial services was listed by all cities except Houston.
Transportation and Logistics has been targeted by Calgary, Portland and Phoenix. Most telling from this analysis however,

is the degree to which Houston is targeting subsector growth. This is particularly evident in the Life Scienc es sector where
they have identified biotechnology, nanotechnology and health care. This suggests the need to be very clear in the
messaging developing around Calgaryf6s sector and subsectors
marketplac e.

4.3 Incentives

Economic d evelopment incentives to attract, retain and assist business were compared for the selected cities. Compared

to the selected U.S. cities, Calgary and Toronto offer limited incentives. Calgary offers a Film incentive throug h the Al berta
Film Development P rogram while Ontario offers several tax incentives that are available to Toronto including the R&D Tax
Incentive, the Ontario Film and Television Tax Credit and the Ontario New Technology Tax Incentive. Incentives in the U.S.
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citie s are extensive and often involve Tax Incremental Financing (TIF) Incentives, Enterprise Zones, Tax Exemptions, Loan
Programs, and labour force development programs. The extent of incentives available throughout the U.S. states has often

put Canadian citie s as a disadvantage in attracting business investment. The use of incentives will become increasing ly
important as business costs and the Canadian dollar escalate and more value added, high paying jobs move off -shore.
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Figure 20

Comparison of Calgary to Other Selected Cities

CALGARY, AB

TORONTO, ON

HOUSTON, TX

PORTLAND, OR

PHOENIX, AZ

Major Industry*

Construction

Health Care and Social

Accommodation and Food
Services

Construction

Education, Health and Social

Education & Health Services

Education, Health and Social
Services
Professional and Business

) Educational Services : Government -
Assistance Services Services
Professional, Scientific and . Professional, Scientific, . .
X . Finance and Insurance . Manufacturing Tourism
Technical Services Management Services
Health Care and Social . Professional and Business
Trade - Manufacturing X
Assistance Services
Professional, Scientific and ) Trade, Transportation and
. R Retail Trade -
Technical Services Utilities
Target Sectors** Aerospace Aerospace Aerospace Biosciences Aerospace
Creative Industries Biotechnology & Biomedical Alternative Energy Creative Services Business Services
Energy Design Biotechnology Destination Retail Distribution and Logistics
Film Fashion & Apparel Education Distribution and Logistics High Technology
Finance & Business Services  Film and Television Energy High Technology Life Sciences

Information Communication &
Technology

Manufacturing

Tourism and Conventions

Transportation and Logistics

Financial and Business
Services

Food & Beverage

Information & Communication
Technology
Tourism

Entrepreneurial Enterprises
Health Care

Information Technology

Nanotechnology
Manufacturing

Petrochemical

Telecommunications

Metals

Professional & Business
Services

Sustainable Industries

Tourism
Transportation Equipment

Software

Incentives

Alberta Film Development
Program

R&D Tax Incentives

Capital Tax Exemption

Co-operative Education Tax
Credit (CETC)

Graduate Transitions Tax
Credit

Province of Ontario Super
Allowance

Ontario Film and Television Tax
Credit (OFTTC)

Ontario New Technology Tax
Incentive (ONTTI)
Employment Lands (Office)
Rehabilitation Grant and
Facade Grant

Enterprise Zones

Research & Development
Abatements

Tax Increment Redevelopment
Zones

Texas Enterprise Fund
Skills Development Fund

Industrial Revenue Bond

State Sales and Franchise Tax
Refund

Manufacturing Sales Tax
Exemption

Property Tax Abatements

Direct TIF (Tax Increment
Funds) Loan Program
Revolving Loan & Real Estate
Fund

Economic Opportunity Fund
(EOF)

Enterprise Loan Fund
Quality Jobs Program

Seismic Loan Program

Storefront Improvement
Program

Enterprise Zones

Expand Loan Program

Phoenix New Markets Loan
Program

Foreign Trade Zone

* Major Industry determined through a review of website and published information, census information and discussions with local economic development offices as required.

** Target sectors determined through a review of website and published information and discussions with local economic development offices as required
Sources: See Appendix
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4.4 New Economic Development Initiatives

An examination of the economic development s trategies of the selected cities  provides an indication of the focus for
economic development initiatives and programming for the select competitive communities . Snce the creation of these
strategies however, a number of new initiatives have also emerged. While an in depth assessment of the programming
underway in Calgary compared to the select jurisdictions has not been undertaken as part of this report , it is important to
understand and reflect on how these co mmunities are positioning their efforts to drive new investment in their key sectors

and economic growth more generally.

Examples of these projects are  provided b elow:
Houston

e Opportunity Houston : A $40 million campaign to support the Greater Houston Par t ner shi p6s strategic plar
create 600,000 new jobs, attract $60 billion in capital investment, and generate $225 billion in foreign trade. The
Campaignds objectives include expanding the regionds gesobal reac
and leveraging technology that will target foreign and domestic companies for relocation and expansion in the
region . It will also direct much of its focus on five key industry clusters: Aerospace & Aviation, Energy &
Petrochemicals, Information Tech  nology, Medical & Biotechnology and Nanotechnology. Opportunity Houston is
a five year marketing program that will generate leads for economic development organizations throughout the
10-county region. Possible programs for funding include:

o Development of a Geographic Information System (GIS), an advanced technology tha t can capture data
according to  location and link prospects with specific sites throughout the 10 -county region that best meet
their requirements.

0 Lead -generation methodology that will enable t he Partnership to identify and aggressively pursue the
strongest potential prospects in key growth sectors.

o Enhanced international outreach that includes trade missions similar to those taken earlier this year to India
and China.
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0 Marketing efforts and publ ic relations designed

As of October 2006, the campaign has generated more than $12 million toward its target. The campaign is funded

through public and private investments by businesses, organizations and individuals . Key contributors to date include Shell
which has invested $4 million; ExxonMobil; Houston Astros; CenterPoint Energy; Palmetto Partne rs; and The Houston
Chronicle.

Portland

e Portland City -Wide Free Wi-Fi Internet Access Service : Phase 1 of the network launched in December 2006, and
whencompl et ed by mid 2008, will provide users with free wireless I nt
and outdoor spaces.

e Financial Incentives for Biofuels : Through the Office of Sustainable Development, the City of Portland is offering tw o]
separate grant programs, the Biofuels Investment Fund and the Retail & Fleet Biofuels Infrastructure Grant.

Phoenix

e Arizona Global Network (AGN): A joint statewide venture to attract foreign direct investment has been developed

by the Greater Phoenix Economic Counc il (GPEC), Greater Flagstaff Economic Council (GFEC), Tucson Regional

Economic Opportunities (TREO), the Arizona Department of Commerce (ADOC), universities, and other economic

development partners. This public -private economic development partnership is d esigned to secure state -wide

foreign investment, which will result in the creation of new high -wage jobs and the diversificatioc

economy. The AGN, consisting of diverse partners around the state, also will serve as a new international advisory
committee for ADOC.

Toronto
e |CT Toronto: An Information and Communication Technology (ICT) cluster development strategy for the Toronto

region. The project is a joint undertaking of the City of Toronto and the Ontario and federal governments, the ICT
industry and municipal governments in the region.
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Making the Link : Advancing Design as a Vehicle for Innovation and Economic Development: A study to address
the Design utilization gap by precisely detailing it and offering recommendations to correct it.

Wi-H Internet Access Service : Developed by Toronto Hydro, the network will provide users with internet access
throughout the downtown core.

Enhancing Toronto's Business Climate - It's Everybody's Business : A 14-point Action Plan to implement incentives
andini ti atives to maintain and expand the Cityds property
recommendations to correct the imbalance in tax rates between the City and the surrounding region. Public

consultations were held during 2004 and 200 5 to gather input from businesses and residents to identify ways all

stakeholders could work together to address these long -standing i ssues and i mfEmo v e

sustainability and competitiveness.

assessme

Tor on

Economic Competitiveness : City Council establis hed t he Mayor 6s Economic Competitiveness

to report to Council on issues affecting the local and regional economy, how to enhance economic
competitiveness and howtobetter i nvol ve Toront ods b Canmitteesmemberowouahuac i tt &s.City
ambassadors for international marketing, inward investment, and intergovernmental initiatives.

Keeping Toronto Competitve :Ci ty Counci | adopted recommendations to
Commercial Production Industry by ensurin g that all fees and charges assessed to the industry, by departments,
agencies, boards and commissions are at a rate coincident with a 78 cent dollar.

Film Board Established : Chaired by Mayor David Miller as one of several steps intended to help keep Toro nto's film
and television industry competitive. The City will also establish an interdepartmental working group to make it

simpler for production companies to shoot in Toronto. The Toronto film, television and commercial production

industry contributes abo ut a billion dollars to the local economy annually and employs thousands of people but

has faced a decline in production numbers since 2000.

support

e Development Charges By -Law: To encourage local employment , a Development Charges By -law that exempts
industrial an d non -retail commercial development was developed. The new by -law provided a balanced
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approach to the Cityds ot hetermecoromiadevelbpmeanhabjactivesaandds inteadedyto
contri bute t o -termgrowih, quality of lifé am n d prosperity.

e MaRs: The MaRS Centre opened in May 2005 as  a not -for-profit corporation founded by leaders from the business

and public sectors to improve commerci al out c ommmdustry.Castimg Canadafs
approximately $450 million , the MaRS Centre will be a 1.5 million square  -foot facility when complete . Phase 2 of the
MaRS development will be 800,000 square feet, with a target completion date of 2008. Over the past five years,

almost $100 million has been raised from all three lev els of government, institutional and individual private sector
donors. An additional $130 million of debt and credit lease instruments have been secured to support the
development of the MaRS Centre. Ongoing operations are funded by r eal estate revenues, f undraising; and fees
for services.

e TRRA:The Toronto Region Research Alliance (TRRA) is an innovative, non  -profit network of regional leaders
engaged in transforming the Toronto region into a world -leading centre for research and research -intensive
industry. TRRA serves the broader Toronto region, embracing Hamilton, Guelph, the Waterloo Region and the
Greater Toronto Area. Focus areas include biotech/life sciences, information and communication technology,
advanced manufacturing and materials scienc e.

e Waterfront Development : Recent developments include the Central Waterfront Innovative Design Competition;

Construction of the Union Subway Station Expansion; Construction of the West Don Lands, a new 32 -hectare mixed -
use neighbourhood; Construction of a $27M W atercourse in the Western Beaches.

4.5 Innovative Indicators

Whi | e economic indicators ar e an i mportant consideration i n det ern
economic growth is also dependent on a j ur i snd,iinstitutioosraddspeopla p Eisi ty t o S
cities and regions that provide the environment in which firms and individuals can easily access and influence the

development of specialized infrastructure, educational institutions and the workforce that helps to differ entiate a region

from its competition.
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For this reason it is appropriate to ex aed neen vG a lofpsateyn an.imovatibre -
based economic development model include human, intellectual, financial, physical and instit utional capital within a
region 19. For the purposes of this report we have given consideration to measures of innovation that can be used to drive

economic development policies and programs. These include:

e Education Attainment  (e.g. high school, post secon dary and advanced levels of education )
e Labour Force by Occupation (e.g. management, professionals, health care, arts and culture occupations )
e Labour Force by Creative Occupations (e.g. science and technical occupations )

e Ethnic Diversity (e.g. place of bir th)

451 Educational Attainment

As noted earlier, the level of educational attainment can provide insight into the skill level and quality of the local labou r
force. Figure 21 shows the level of educational attainment for the selected cities 20, Based on this a nalysis, the City of
Calgary ranks second behind Portland in terms of the proportion of its population with a post secondary education. It

ranked first among the select jurisdictions in terms of the percentage of the population with college level education

To remain competitive and ensure a local supply of high quality, knowledge -based labour, Calgary will need to
encourage higher rates of high school completion along with the transition to post -secondary education and degree
attainment.

19 Council on Competitiveness, = Measuring Regional Innovation: A Guidebook for Conducting Regional Innovation Assessments , 2005

20 |t should be noted that the U.S. Census Bureau only provides education attainment data for those ag e 25 years and older, while the Canadian Census

provides it for those age 20 years of age and older.
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FHgure 21
Educational Attainment

CALGARY, AB TORONTO,ON HOUSTON, TX PORTLAND, OR PHOENIX, AZ

High School Graduate 68,195 11% 222,475 12% 245,299 20% 80,947 22% 181,850 23%
College 160,385 25% 369,420 20% 161,773 13% 63,258 17% 129,745 16%
University - With Bachelor's Degree or Higher 150,705 23% 511,875 27% 324,039 27% 118,698 33% 180,443 23%
Population by Educational Attainment* 642,735 1,878,965 1,201,154 363,851 795,297

* Canadian cities include population for 20+years, U.S. cities include population for 25+years
Source: Statistics Canada, Census 2001and U.S. Census Bureau, 2000 Census

4.5.2 Labour Force b y Occupation

An essential component to determining how innovative or creative a community or regions is an understanding of the

nature of t hat communityds workforce or human capital Figuel221di ng how
displays the labour force by = management, professional and related occupations . Labour Force occupations in Canada

are classified using the National Occupation Classification system, while in the United States the Standard Occupational

Classification system is used . For the purposes of this report, occupations were matched to the Standard Occupa tion

Classification) and include Natural and applied sciences; Business; Health; Social Sciences and Education; and Art and

Culture occupations. Based on this analysis, Cal gary ranks first in having the highest proportion of its labour force in

management, professional and related occupations.
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Figure 22
Labour Force by Occupation*

Management, professional, and

. 1 Persons % of Labour Force
related occupations
Calgary, AB 2 356,600 57.2%
Toronto, ON 724,370 56.4%
Houston, TX 279,133 31.0%
Portland, OR 110,261 41.9%
Phoenix, AZ 198,069 20.204
Yncludes Management; Business; Sciences; Health; Social Science and Education; and Art and Culture
Occupations
2 Calgary CMA, Source: Statistics Canada, Labour Force Survey, Annual Averages 1994 - 2005, Program
A020608.

% Source: Statistics Canada, Labour Force Survey, 2004
4U.S. Census Bureau, 2005 American Community Survey
4.5.3 Labour Force by Creative Occupations

In the book The Rise of the Creative Class , Richard Florida details the significant societal and economic impact that the
creative class of worker is having on both local and international economies and the shifts being made to attract and

retain this type of workforce, as more and more economic developers realize the impo rtance of this aspect of a
workforce. He defines the creative class as including people in science and engineering, architecture and design,
education, arts, music and entertainment. To that he also adds a broader group of creative professionals in busines s and

finance, law, healthcare and related fields.

Drawing on work completed by the University of Toronto, t he se creative occupations 2! are examined at a more detailed
level in Figure 23. As Canada and U .S have different occupation classifications, categor ies were compared using an
appropriate match  of subcategories of selected creative occupations . Based on this subcategory analysis, Calgary lags

21 University of Toronto, Innovation Systems Research Network City Region Profile, Calgary, 2006 defined these occupations as including senior
management, p rofessionals in business and finance, professionals in natural and applied science, technical occupations in natural & applie d sciences,
professionals in health, Legal, social work, and policy professionals, Professionals in art and culture
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behind many of the other communities in terms of those employed as health professionals, teachers and art and c ultural
professionals and demonstrates a comparable level of e  mployment in other creative occupations.

FHgure 23
Labour Force by Creative Occupations

National Occupational
Classification

Standard Occupational

o HOUSTON, TX ®> PORTLAND, OR*® PHOENIX, AZ ®
Classification

CALGARY, AB ' TORONTO, ON?

Managers 56,300 9.0% 123,600 9.6% Managementoccupations 69,811 7.8% 25,033 95% 55,542 8.2%
Natural and Applied Sciences Computer and mathematical
Professionals 26,900 4.3% 64,700 5.0% occupations 17,696 2.0% 8,782 3.3% 14,871 22%
Natural and Applied Sciences Architecture and engineering
Technicians 23,000 3.7% 38,500 3.0% occupations 21,748 2.4% 5789 22% 13,841 2.0%
Life, physical, and social
science occupations 9,826 1.1% 5,679 2.2% 3,941 0.6%
Subtotal 49,900 8.0% 103,200 8.0% Subtotal 33,370 5.5% 20,250 7.7% 32,653 13.0%
Business and Financial Business and financial
Professionals 26,700 4.3% 60,200 4.7% operations occupations 41,338 4.6% 12,573 4.8% 33,707 5.0%
Education, training, and
Teachers and Professors 20,400 3.3% 41,600 3.2% library occupations 45,447 5.0% 15,810 6.0% 25,063 3.7%

Health diagnosing and
treating practitioners and

Health Professionals 9,200 1.5% 19,300 1.5% other technical occupations 23,501 2.6% 11,186 4.2% 16,945 2.5%
Technical & Related Health technologists and

Occupations In Health 7,700 1.2% 11,730 0.9% technicians 10,700 1.2% 2,498 0.9% 6,743 1.0%
Subtotal 16,900 2.7% 132,830 2.4% Subtotal 10,700 3.8% 13,684 52% 23,688 3.5%

Arts, design, entertainment,

sports, and media
Art and Culture Professionals 8,700 1.4% 35,600 2.8% occupations 13,751 1.5% 11,352 4.3% 10,355 1.5%
Labour Force Population* 623,500 1,283,900 Employed Population** 900,732 263,362 678,292

*Experienced labour force 15 years and over - Data not available for estimates below 1,500,

** Civilian employed population 16 years and over
LCalgary CMA, Source: Statistics Canada, Labour Force Survey, Annual Averages 1994 - 2005, Program A020608.
2Source: Statistics Canada, Labour Force Survey, 2004

®Source: U.S. Census Bureau, 2005 American Community Survey

Creative workers should be seen as important contributors to Calgaryd
knowledge, ideas and innovati  on that will drive economic growth in the future. Research has shown that there is a direct

correlation between positive economic growth and percentage of <creat
has implications for the city in terms  of how it can continue to attract and retain this element of its workforce e.g. outdoor

recreation, cultural/educational assets and quality of life establishments and consumer businesses.
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4.5.4 Ethnic Diversity

Figure 24 illustrates the population of the 5 jurisdictio

where one or two ethnic groups make a significant portion of the populat
uth Asian at
d foreign wor ker s, betimpacte@ bytity dcapaditybtd dttiadt y

at 5.9% followed by
l evel s of i mmigrant
and integrate a broad base of newcomers.

Fgure 24

So
an

Population By Selected Ethnicity

ion Calgaryds
Cal garyds

4. 2%. As

CALGARY, AB  TORONTO, ON HOUSTON, TX PORTLAND, OR PHOENIX, AZ
Chinese 51,850 5.9% 259,710 10.6% 24,001 1.2% 7,181 1.4% 5,761 0.4%
South Asian 36,855 4.2% 253,920 10.3% 24,905 1.3% 1479 0.3% 4481 0.3%
Filipino 16,380 1.9% 86,460 3.5% 7,890 0.4% 2,747 0.5% 4,757 0.4%
Black 13,665 1.6% 204,075 8.3% 494,496 25.3% 35,115 6.6% 67,416 5.1%
Southeast Asian 12,560 1.4% 33,870 1.4% 34,271 1.8% 14,377 2.7% 5,635 0.4%
Arab/West Asian 11,395 1.3% 56,225 2.3% 9,535 05% 16,325 3.1% 7,368 0.6%
Latin American* 8,605 1.0% 54,350 2.2% 730,865 37.4% 36,058 6.8% 449,972 34.1%
Korean 3,885 0.4% 29,755 1.2% 5544 0.3% 1,897 0.4% 1,877 0.1%
Japanese 3,845 0.4% 11,595 0.5% 2,519 0.1% 2,731 0.5% 1,728 0.1%
Total Population 878,860 100% 2,456,805 100% 1,953,631 100% 529,121 100% 1,321,045 100%

*Figures are for Hispanic or Latino ethnic group in U.S. Cities:

Source: Statistics Canada, 2001Census and U.S. Census Bureau, 2000 Census

4.5.5 Summary of Findings

Traditionally, economic development has been focused on the attraction of manufacturing and large scale service

operations using tax incentives and low cost
With the advent of the global supply chain

ns by selected ethnic groups. Based on this analysis Calgary does
appear to have a broad base of ethnic groups, represented by its population as compared to several of the U.S. cities
|l argest

et hni

c gro

popul ation gro

labour and business operating costs as the primary tool in its attraction efforts.

communities have seen |
recently the off -shoring of white collar and repetitive
heavily on the availability of intellectual capital and the quality of new ideas, thus creating the knowledge economy. The

abour intensive industries move offshore
analytical work as well,

and more

leaving in their place industries that rely more
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notion that innovation is the key to growth and prosperit y is not a new idea. Economists calculate that approximately 50%
of U.S. annual GDP growth is attributed to increases in innovation. 22 |In developing an economic strategy for the city of
Calgary it is essential that the focus be on the creation and retention of jobs that add value to the local economy and
require a high degree of creativity and design 0 the creative class of worker . This will enable the city to better differentiate
itself on the international stage both in the attraction of new investment opp ortunities but also in its efforts to market to and
attract a skilled workforce.

I n comparing Calgary to the select U.S. and Canadian jurisdictions us

e Calgary ranks second behind Portland in terms of the proportion of its population with a post secondary education
and rank first among the select jurisdictions in terms of the percentage of the population with college level
education. This demonstration of a highly skilled workforce is an important asset for the community as it will assist
the city in attracting and retaining innovative companies and industries.

e While Calgary lags behind Toronto and Portland in terms of the number of art and cultural professionals , the city
performs well against the select ju risdictions in terms of the percentage of creative occupations present in the
labour force suggesting that the city has a strong creative class present in the community compared to a select
number of competitive communities

e The city has a broad base of e thnic groups, represented by in its population as compared to several of the U.S.
cities. The increasing diversity of the city is a competitive advantage for the city as it has been suggested that cities
and regions that value racial and cultural diversity may be better suited for supporting innovation.

The measuring of innovation in a community goes beyond these factors to include a system and its complement of
components such as the quality of research and development institutions, financial capital to su pport entrepreneurship,
industrial base, physical infrastructure and quality of life in a community. Innovation capacity isalso about more than just
the generation of ideas and scientific discovery and includes the enabling of knowledge, assets and networ ks that

22 Council on Co mpetitiveness, Measuring Regional Innovation: A Guidebook for Conducting Regional Innovation Assessments , 2006
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transform ideas and invention into new products and services . Based on this assessment, coupled with discussion that

follows around the challenges and opportunities that the city should address or capitalize on in the competitive positioning

of the city, we believe Calgary demonstrates significant capacity to drive innovation as part of its economic development

agenda. Secton 5 of the report provides a SWOT assessment of Calgaryds comp
specificallywithke y opportunities to drive greater economic growth in Calgarydé®
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5.

SWOT Analysis

An important consideration in any economic opportunities analysis and development of an economic development
strategy is the opinions and thoughts of those business and industry leaders that already operate within a select jurisdiction.

Area businesses can provide an excellent source of up -to-date information and perceptions as it relates t
strengths and weakness as well as the opportunities and threats that may be confronting industry groups or a region as a
whole.

A SWOT Analysis (Strengths, Weaknesses, Opportunities and Threats) was undertaken to examine

support the attraction, retention and e xpansion of business investm ent. This was accomplished through  a lengthy literature
review, input from discussions with more than 200 participants in the form of telephone and personal interview sessions with

local busine ss owners and key local and provincial stakeholders, focus gro ups, as well as review of sever al recent surveys
conducted by T he City of Calgary and CED with their business community and business leaders.

The analysis provides insight into the challenges and opportunities for Calgary in its efforts to sustain economi ¢ growth in
light of substantial growth pressures . The analysis also serves to further inform the current competitive position.

The findings of the SWOT Analysis are summarized below.

5.1

SWOT Analysis

STRENGTHS

I t 6 s Plaeqity has the y oungest labo ur force of any of the major Canadian cities  with 24% of its labour force
between 25 -34 years and a population that is the most educated in Canada . There is growing d iversity within the
population that contributes to the broadening appeal of the city to ne w immigrants.

Strength of Energy Sector: The growth of the provinceosin€algary being theefastesd r
growing metropolitan economy in Canada. The city has emerged as one of the  World & &nergy Super Powers and
is unrivaled in its concentration of professional and technical s ervice providers to the oil and gas sector. The

Cal gar hileysto a
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success of the energy sector has also contributed to the emergence of Calgary as a b usiness and finance services
centre and a prime h ead office location for global companies .

e The Quality of its Business Leaders : Calgaryds business | eaders are seen as being v
maverick can -do attitude towards business and business investment. The broader business community is also seen
as being highly col laborative and senior business leaders are accessible across all peer groups. The business
community is also firmly committed to the community as a whole, as reflected in the level of volunteerism and
corporate and individual philanthropy.

e Geographic Loca tion: Cal gary is seen a great Ol aunch paddé for expansion int
connections to Canadian, U.S. and International destinations

e A Strong Business Environment : Calgary has a competitive tax structure for both corporations a nd individuals and
provides entrepreneurs with access to private and public capital investment dollars. The size of the business
community relative to larger U.S. and Canadian centres also means that business relationships are more easily
developed and mai ntained. Doing business in Calgary is also seen as less formal and bureaucratic than other
Canadian and U.S. cities.

e A Sophisticated Telecommunication Network : Calgary has a strong reputation as a centre of excellence in
telecommunication . This is particularly evident in telecommunication technology and product development such
are wireless technology and GIS capability where many local businesses are at leading edge of wireless
technology development. In addition, the city benefits from a high quality n etwork , and complete broadband and
wireless coverage.

e Reputation of Education Facilities: The cityods uni versity has a griofarengyg& i nternati
Environmental, Geomatics and Wireless Technolog ies research and is one of the top 10 researc  h institutions in the
country. The planned University Innovation Park at the University of Calgary will be a catalyst for increased public
and private sector investment in resea  rch and development activities. SAIT, Mount Royal College, ACAD and Bow
Valley College are all nationally known as leaders in a wide range of educational programming.
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e A Sgnificant Transportation Hub: Calgary has a well developed, integrated transportation and logistics
infrastructure attributed in part to its geographic location in Western Canada. This includes an expanding
international air cargo and passenger operation at Calgary International Airport, rail and intermodal auto and
trainload facilities from both Canadian Pacific Railway and Canadian National serving every major cit y in North
Ameri ca, access to both the TransCanada Highway and the Canamex
and Mexico City, proximity to the Coutts/Sweetgrass international border crossing and a critical mass of local
transportation and logistics companies.

e Growing Arts and Culture Reputation : Calgary has the capacity and infrastructure to support significant arts and
culture events. Calgary Arts Development is unique in Canada and has contributed to a growing number of artists,
performers, music ians and creative businesses in the ¢ ity. Calgary currently has the highest level of per capita
spending on art works and events of the major Canadian cities and the 3 d highest per capita spending on culture.

e Western Heritage and History: The culture of C algary and in particular its western heritage and history displayed
through events like the Calgary Stampede is unique on the international stage and a huge dr awing card for visitors
to the c ity.

e Canadads ONatuCal garCyudps t pd sdsdte way to thes Rotkiese 6 and its p roximity to World -Class
Natural Areas are seen as a significant drawing card for visitors and residents alike. The city also provides an high
guality and extensive urban park and pathway system.

WEAKNESSES

A Dominance of Energy S ector : While the city has benefited significantly from the success of the energy sector, it is
also seen as being too dominant and lacking economic diversity . The demand for skilled labour has squeezed
many lo cal businesses and impacted their  ability to a ttract and retain talent. As the oil and gas companies also set
the standard for employee compensation in the city, the result has been attrition in professional human resources,
finance, sales and IT departments for non  -oil and gas industries.

A Labour Forc e Shortages : The current labour force shortage is seen as the most significant issue facing the city in its
efforts to sustain economic growth. There are s ignificant and persistent labour force shortages across all
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occupations and industry  sectors. Large f irms are loosing staff to start up companies and start -up companies are
having difficulty recruiting staff to fill vacancies. In some instances this has resulted in professional service firms
closing Calgary offices and relocating to other U.S. and Canadia n locations. The lack of entrepreneurial capacity
and experienced staff is also contributing to a weakening managerial class in the city.

A Lack of Entrepreneurial Capacity : Entrepreneurial success does not  often extend beyond oil and gas sector. This is
att ributed to a lack of understanding and tolerance of the risks associated with investment in other sectors and the
lack of sophistication on the part of some small businesses in securing investment capital

A Advanced Technology = Commercialization is Difficu It: Commercialization of research is an issue in many Canadian
cities and not easily resolved in the city. While research has increased, wealth creation as a result of the research
has not. This has been attributed in part, to inadequate access to risk tol erant capital and the lack of a
sophisticated angel investor n  etwork. The lack of R+D tax credits has also limited private sector R+D initiatives.

A Inadequate Transportation Infrastructure : Calgary and Al bertaés transportation network
and overly stressed. The condition of east/ west transportation networks is impacting trucking and rail transportation

and contributing to a growing inefficient transportation network. The inadequacy of the public transit system in light
of the record popu lation growth in the city is also contributing to stresses on the transportation system. The lack of a
regional transportation p lan and a sustained funding model for infrastructure improvements further exacerbat es
the problem.
A Lacking Symbols of a Great Ur ban City: The mediocre design and architecture that characteriz esthe cityds
downtown and neighbourhoods detracts from the creation of high quality living environment in the city. The lack of
a vibrant downtown , the absence of cultural neighbourhood s, outd oor recreational amenities and the quality of
someof t he ci ty®6s pdethattiron the pxpetience of both the resident and the visitor to the city. Current
trends in economic development point to the need to develop and enhance these aspects of a community if it

wants to successfully attract the creative class of worker as well as the younger elements of the workforce.

A Inadequate Marketing  and Branding : The marketing of Calgary has been largely reactive rather than proactive
and as a result the ci ty suffers from a lack of profile at an international level. While the city is known for its oil and
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gas sector it has little international presence with its other ke y industries and suffers to some degree from the
national media coverage of the city.

A Quality and Supply of Tourism/Convention Product:  The city is conflicted with respect to its opportunities to drive
tourism attraction and investment i.e. destination marketing vs. corporate business travel. Further, the current
convention facility is not sust ainable if the intent is to draw more international business events to the city. The city is
turning away international trade shows and losing major conventions due to the size of its convention and trade
show facilities.

A Increasing Cost of Living and Bus iness Costs: Inflation and the growth of the oil and gas sector are contributing to
the fact that Calgary is becoming a h igh cost location for business and residents of the city . Increasing costs
components include  wages, land, office space and housing. Office and industrial vacancy rates are at the lowest
rate of any major city in the world . These factors are preventing some businesses from investing in the city and
forcing some businesses to relocate their operations and manufacturing to lower costs locat ions.

A Increased Social Pressures: There is a growing wealth divide in the city that has resulted in increased social
pressures for the city and its social service agencies. Affordable and diverse housing is in short supply; homelessness
has increased, as has the percentage of low income households resulting in a level of disenfranchisement of a
portion of the population. With the influx of immigrant workers there is a lack of programming and support for their
transition into the Calgary community.

A Gaps in Physical and Social Infrastructure: The rapi d pace of growth and expansion has
physical and social infrastructure including its schools, hospitals, public transportation and serviced land. The city
needs to be at the forefront  of advocating and lobbying the government for affordable housing and infrastructure
spending and but also needs to take responsibility for providing a speedy building approvals process and increase
the availability of serviceable land.

OPPORTUNITIES

A Strength of the Energy Sector a Differentiating Factor for City : Wholesale di versification of the Calgary economy
beyond the oil and gas sector will be difficult, but the city must focus on the opportunities to build off and secure
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the strength of the city/re gi onds energy sector while at the same ti
niche industries and local capabilities. Both technology and professional expertise ,derived from
role in the development of the energy sector , can be exported to an international marketplace which in turn can
draw more investment to the city 0 alternative energy, environmental and green technologies, sustainable

me
t he

development practices and capabilities within the ICT sector need to be explored and prom oted more

aggressively.

A Growth in Regional Transportation and Logistics Sector: Calgary is well positioned geographically as a

transportation and logistics hub and seen to have many of the major components that could position it as an
international hub fo r air, road and rail access into Canada, the U.S. and Pacific trade. Further investment is required
in infrastructure as well as the development of more commercial space with particular attention to industrial land

parcels of inadequate size to meet distri  bution centre needs . Coordination is required between levels of

government and industry to ensure the development of adequate corridors leading in and out of Calgary. The
creation of a Centre of Excellence to service light aircraft would also strengthen th e role of the airport.

A An Emerging Role within the Life Sciences Sector:  Opportunities exist for the commercialization of research in areas

of: imaging, sensor development, bioinformatics and medical devices. The h ealthcare industry itself represents one

of the most significant application areas for ICT. This includes pervasive healthcare in the areas of sport & fitness,

independent living, patient monitoring, bioinformatics, lifestyle management as well as food safety, e -health etc.
Given the convergence of ICT and related healthcare research this aspect of the Lif e Sciences sector may

represent a significant differentiating factor for the c ity.

A Positioning of Calgary Businesses in Global Economy :1 n t he futur e, Cal gary6s S MEhats

will impact their success and competitiveness. These issues range from an aging population and a greater reliance

on new immigrants for skilled and semi -skilled labour to the need to increase productivity and the integration of
innovation in their bus iness and operations. Calgary needs to work with local businesses to ensure that they are
adapting to a changing business environment.

A Local Capacity for Innovation : Notwithstanding Ca | g a regeft ssuccess, the city needs to maintain an advocacy
and pro motion role that highlights local capacity for innovation, resources and expertise and develop a significant
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number of company profiles that highlight local efforts. This information needs to be shared at an international level
to ensure that misconception s of the city are addressed.

A Emphasis on Human Capital: Calgary needs to focus less on sector strategies and investment attraction and more
on enabling business and individuals to succeed in the city. Consideration should be given to marketing to and
attr acting new immigrants and in  -migrants to the city as a way to offset current a nd future labour force demands.
More consideration should be given to increasing the rate of post secondary education attainment within the local
population asawaytoensureth e ci tyds workforce can respond to the needs and d
economy.

A Promotion and Expansion of the Ci t yiolissm Assets:Bett er promotion of the cityds tourism
culture facilities and events is required. An intern ational branding exercise should reflect both the recreational and
corporate visitor interest in the city. In order to attract a greater number of international conference and trade

show events further investment in t htesisrequieds conference and meet.
A A High-Quality Urban Environment and Downtown : The safety and security ofthe ci t y6s downtown i S seen as

deteriorated in recent years as evidenced by the high d egree of homelessness; an increase in prostitution and acts

of vandalis m. As the downtown represents the cityds single biggest opp

local, n ational and international level. |  t is essential that the elements working to improve the core work together

towards a common vision. This should in clude the arts community,  public transit authority , planning, social service
agencies, etc in concert with expertise drawn from the international community in the form of design competitions

In putting the attention on the downtown consideration must also include the proposed redevelopment of the
Rivers and East Village as potential catalysts for increased high quality, mixed use and vibrant development

A The Emergence of C ommunities of Innovation : The city must advocate for the creation of communities of
innovation and centres of excellence that advance the capacity of the city to compete effectively for new
business and research investment. The Uni ver sity of Cal gar y 0 planhed nrbaw anviiomment Par k has a
coupled with the focus on private sector R&D and commercialization around energy and environment , ICT, and
Health and Wellness. When built it wi | | have a significant i mpact on the profile ar
and Life Science sectors.
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A Sustained Public Dialogue: The Town Hall approach to civic and social issues is a good way to ensure dialogue
between the City and the public as to issues affecting the future of the city. Consideration should be given to
developing a series of Town Halls to reflect back and discuss some of the key issue s emerging from the
development of an economic development strategy.

A Balanced Approach to Econo  mic Development: Cal gar y8s emer genc eneeessitags mdreoatieation c i t y

to creating an urban environment that provides a high quality of life and qua lity of place for all residents and
ensures its ability to attract the best and the brightest to our city. This requires a balanced consideration of
investmentin and i mproving the skills of the cityds wor kfeperitte and t her

developing our entrepreneurs, workforce recruitment and immigration strategies and providing the technological
and educational infrastructure that supports and nurtures creativity and innovation in our schools and in our
community.

A Need for Growth Management Plan : The anticipated rate of future growth requires a growth management plan to
deal with the demands and cost of public infrastructure, a more concerted commitment to higher density housing
and an adequate supply of industrial, office and res idential land.

THREATS

A Competitive Position is Eroding : While Calgary and Alberta still have a competitive advantage, this is diminishing
with inflation, rising business and operating costs and the lack of available serviced land.

A Tight Labour Market: The current tight labour market conditions in Calgary may result in further increases to wages
forcing companies to substitute capital investment for labour at a time when investment in greater productivity
and innovation is nece ssary to ensure competitiven ess, or to look elsewhere for investment.

A Reliance of In -migration for Growth: Majority of the population growth in the near term will rely on continued in -
migration and immigration to the city. With in  -migration of skilled and educated workers slowing, an d the
heighten ed global competition for new immigrants, Calgary is at risk of not having an adequate labour force
supply to satisfy the needs of local and future businesses.
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A Global Outsourcing : The growing number of working poor in Calgary is seen as a re flection of the growing divide
between the highly and less educated workforce in the city . This is further impacted by the growing reliance on a
global supply chain and the outsourcing of low skill and repetitive  jobs to countries with low er wage levels.

A Increased Mobility of Skilled Workers:  The increasing mobility of skilled workers between developed countries has
heightened the competition for skilled workers . This is @irther impacted by the efforts of emerging economies to
retain and repatriate their e  migrated workforce, particularly their skilled workforce . This has implications for both
Canada as a whole and Calgary in particular, given the reliance on attracting immigrants in the future as a means
to sustain and expand economic growth.

e Environmental Degradation and Damage: The rapid rate o f growth in the p rovince has put considerable pressure
on the regionds water supply. Recent reports suggest that the wat
to 84 percent over the last 100 years and wa terways in central and southern Alberta have seen the biggest
decline. The declining river flows and growing water usage, especially as it relates to  extensive irrigation ,
manufacturing and population growth is contributing to what some have called an unpr ecedented water crisis.
There is also significant global and local attention being paid to greenhouse gases, which Alberta is a significant
producer of.

e Sustaining the Quality of Life : One of the challenges for the city as it grows will be in retaining the 6Cul ture of
Calgaryd and sustaining and enhanci nAghigh guality gflifa | experence fwilbei d e f or r e
significant factor in the attraction and retention of workers to the city and often the  key factor that keeps people in

the city even when there is no compelling business reason for them to locate here.

While the city is presented with a range of opportunities to drive economic growth , an overarching theme emerges from
the SWOT assessment 8 the need to focus on the essential el ements of a building and maintaining a sustainable city
environment and economy . Thi s includes fostering and mai ntaining adhe <cityds
considered one of its strategic strengths, addressing quality of life issues such as af fordable housing, greater income
equality, access to higher education and skills development, public transportation, greater attention to the environment
by individuals, governments and companies, investment in arts and culture and the creation of a vibran t downtown
The discussion that follows provides a more thorough understanding of recent industry sector growth and opportunities.
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6. Industry Sector Analysis

A further consideration of Calgaryds economic per usnesmandiodastrinls t he gr o
base. Cal gary has benefited enormously from the expansion of the Prov
significant increase in the population, a significant jump in office space absorption and business expansion across a range

of industries such as engi neering, financial services , professional service firms , transportation , warehousing and health care

The discussion that follows provides an under standi ng of t he recent and projaadct ed per f
Al b e rdcandnsy.

6.1 Overview of Provincial Investment Attraction Efforts

The Conference Board of Canada anticipates the Alberta economy to produce solid growth over the next 20 years, with a
compound average annual growth of 2.7 %. As discussed previously, t he energy sect or and in particular the oil sands is
expected to remain a driving force in the p  rovincial economy.

Alberta's labour force  has seen substantial growth in recent years and is reported to have grown by 6% in 2006, its largest
rate of growth since 1980. Although Alberta represents only  10% of working -age Canadians, it accounted for almost one -
third of the count ryds20@nEmplaymemeaans hagervariedtabross the goods producing and service

sectors, but above average growth were seen in the natural resource sectors as a result of higher oil prices and continuing
i nvest ment i n Al ber t ad s anofacturinga codstrugtians educational sdrvicgs; health care and social
assistance; and accommodation and food services also posted abo ve average gains in employment in 2006.

I n addressing Al bertads future growth prospects the Province has dey
international marketing plan that recognizes as its basis, the increasing importance of diversifyin g its export markets and
increasing investment in priority value  -added sectors. The plan identifies the following priority sectors for the Province.

e Energy Technologies and Services

e Chemical and Refined Petroleum Products
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e Agri-food

e Building/Wood Products

e Tourism

e Information Communications Technologies

e Health and Bio Industries

e Environmental Technologies and Services
In identifying these sectors the Province has focused on the opportunities for growth potential, current critical mass,
market/export potent ial, knowledge intensity, natural competitive advantages and emerging knowledge based

opportunities. 23

The Province has also identified what they see as the critical success factors for drivin g growth in these sectors. These
include :

e Afocus on sectors w ith the highest potential for value  -added growth and innovation;

e Developing the people and skills essential for a knowledge -based economy;

e Having industry focus on niche opportunities and use technology to their advantage;

2 Province of Al bert a, Department of Al bgetar i lEcon®ominer r déedvse | SRAmanap e r i2t0y0 5,
http://lwww.aed.gov.ab.ca/stp/a boutSTP/index.cfm
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e Having an innovation system with  more applied research in learning institutions; stronger links between the
private sector, learning institutions and all three levels of government; higher rates of technology
commercialization, adoption and diffusion; and increased access to venture capit al;

e Capitalizing on the platform technologies of Information and Communication Technologies, particularly
wireless and remote sensing, and the Health and Bio industries as a means to provide breakthrough
opportunities for the Pr oviaddedkséctors;@aodmmodi ty and value

e Having an integrated transportation and distribution system that includes air, rail and road to support the
export of value -added goods and services

I n addition to those sectors identified inte®SeduwnrtiergnaTomamral o wilas ket 0 ¢
also reflects the importance of Aerospace and Aviation, Architecture, Engineering and Construction, Industrial Machinery,
and Education and Tra iningtothep r ovi nce® economy.

6.2 Target Sector Analysis

In determiningthe sect ors that represent Calgary®8s great estcomnsideragon musta | for sus
given to a number of factors. These include current critical mass, growth potential, contribution to the local economy,
knowledge intensity, export opport  unities and natural competitive advantages.

The discussion of location quotients that follows provides an understanding of the current critical mass of employment by
industry sector.

6.2.1 Calculation of Location Quotients

In order to determine the type and deg ree of industrial or business specialization that is occurring in the City of Calgary
and identify the opportunities to dovetalidcaotri oma pgiutoatliieznet son( otL&H sB1 o
calculated to identify and measure the concentra tion of industry/business activity by major  sector using the North

American Industrial Classification System (NAICS) . Location Quotients are calculated by dividing the percentage of total
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local labour force represented by a sector, with the percentage of t otal provincial labour force (or larger region)
represented by the sector.  Sector definitions are provided forin ~ Appendix B of this report.

Location Quotients are a commonly used tool in regional economic analysis. They assess the concentration of econo  mic
activities within a smaller area relative to the overarching region in which it resides. For the purposes of this study we ha ve
calculated two sets of location quotients:

1) To indicate which industry sectors in  the Calgary Census Metropolitan Area (C MA) have a greater local labour
force concentration relative to the provincial labour force  for that sectors ; and

2) To indicate which industry sectors in  Calgary have a greater local labour force concentration relative to the
overall national labour forc e for that sector .

It should be noted that we have used data provided for the Calgary Census Metropolitan Area. While Calgary is the
dominant urban area within this economic region, it is appropriate to reflect the broader economic region in this analysis.

A location quotient greater than 1.0 for a given sector indicates a local concentration of economic activity as compared

to the overarching region (either Alberta or Canada) and t hat they are onet exporterso of t h
Location Quotients equal to 1.0 for a given sector suggest that the Calgary CMA has the same concentration of

economic activity as the overarching region. Finally, a location quotient of less than 1.0 indicates a concentration of

economic activity that is less than the overa rching region.

It is also important to note that location quotients below .75 ("low") indicate that local needs are not being met by the
sector while location quotients bet ween .75 and 1.25 (d0averaged) suggest s sdcthrat a ¢ ommt

A location quotient in excess of 5.0 suggests a high level of dependency on that particular sector.

Location quotients over 1.25 ("high") however, indicate that the sector is serving needs that extend beyond the boundaries

of the municipality (i.e . the sector is "exporting" both goods and services). In theory, businesses that make up this export
base may have likely chosen to locate in the area due to certain regional competitive advantages. These competitive
advantages can be used to attract furth er investment in the future, in the same or complimentary industries.
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6.2.2 Location Quotients Results

Figure 25 compares the concentration of economic activity based on local labour force by sector for the Calgary Ce nsus
Metropolitan Area and the p  rovince of Alberta in 2005. When compared to the Province, t he Calgary CMA demonstrates
the highest concentration of labour force (LQ > 1.25) in the service producing industries of Management of Companies

and Enterprises; Professional, Scientific and Technical Servic  es; Information and Cultural Industries, Real Estate and Rental
and Leasing. Given the nature of the activities typically associated with these industries, it would suggest that the CMA has

a high concentration of well educated and highly skilled employees in its top performing industries.
It is also important to note that the CMA also performs well (LQ > 1.0) across a wide range of  other sectors relative to the
province as a whole & these include Finance and Insurance, Transportation and Warehousing, Who lesale Trade, Arts,

Entertainment and Recreation, Administrative and Support, Waste Management and Remediation Services.

When compared to the country as a whole  (Figure 26) the Calgary CMA demonstrates its highest concentration (LQ >
1.25) in Mining and O il and Gas extraction, Management of Companies and Enterprises; Professional, Scientific and
Technical Services, Transportation and Warehousing, Real Estate and Rental and Leasing, and Construction. The CMA also
performs well (LQ > 1.0) across a variety of  other industry sectors. These include Wholesale Trade, Information and Cultural
Industries, and Arts, Entertainment and Recreation.

The result of this comparison reveals the extent to which the oil and gas sector has impacted both the national and
region al econom ies as much of the labour force concentration in Management of Companies and Enterprises,
Professional, Scientific and Technical Services, Transportation and Warehousing, Real Estate and Rental and Leasing as well

as Construction can be attributed to the growth and investment i n the energy sector and the resulting demand for
products , technologies and services.

When consideration is given to changes in the total labour force over the period 2001 -2005, the most obvious labour force
gains have been m ade in Health care and social assistance, Mining and oil and gas extraction, Construction, and
Professional, Scientific and Technical services and Retail. This further demonstrates the impact that the expanding oil and

gas sector has had on population and business growth.
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FIGURE 25
LABOUR LOCATION QUOTIENTS - CALGARY CMA COMPARED TO ALBERTA

2005 2005 Labour

CALGARY CALGARY Force
INDUSTRY (NAICS) CMA CMA Change
2005 LABOUR LABOUR 2001-
2001 LQ 2005 LQ Classification FORCE FORCE (%) 2005
55 Management of companies and enterprises 1.74 * * * * *
54 Professional, scientific and technical services 1.54 1.57 High 71,500 11.5% 9,975
51 Information and cultural industries 1.44 1.38 High 16,600 2.7% -2,330
53 Real estate and rental and leasing 1.23 1.26 High 14,800 2.4% 2,200
52 Finance and insurance 1.29 1.21 Average 25,600 4.1% 2,375
48-49 Transportation and warehousing 1.13 1.17 Average 43,500 7.0% 8,605
41 W holesale trade 1.11 1.15 Average 26,700 4.3% -1,570
71 Arts, entertainment and recreation 1.13 1.14 Average 15,000 2.4% 2,815
56 Administrative and support, waste management
and remediation services 1.13 1.08 Average 24,000 3.8% -230
62 Health care and social assistance 0.91 0.99 Average 58,700 9.4% 12,905
31-33 Manufacturing 1.09 0.93 Average 42,500 6.8% -6,995
21 Mining and oil and gas extraction 0.97 0.93 Average 39,800 6.4% 11,920
72 Accommodation and food services 0.95 0.92 Average 35,900 5.8% -3,020
61 Educational services 0.91 0.91 Average 38,200 6.1% 4,910
23 Construction 0.93 0.91 Average 51,700 8.3% 11,265
81 Other services (except public administration) 0.91 0.91 Average 26,100 4.2% 850
22 Utilities 1.07 0.91 Average 4,200 0.7% -675
44-45 Retail trade 0.99 0.91 Average 67,900 10.9% 7,030
91 Public administration 0.62 0.73 Low 17,200 2.8% 1,000
11 Agriculture, forestry, fishing and hunting 0.14 0.17 Low 3,500 0.6% -590
Total 623,400 100%
*Data not available in 2005 for estimates below 1,500
Source: Statistics Canada, 2001Census; Statistics Canada, Labour Force Survey, Annual Averages 1994 - 2005, Program A020608.
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FIGURE 26
LABOUR LOCATION QUOTIENTS - CALGARY CMA COMPARED TO CANADA
2005
CALGARY Labour
INDUSTRY (NAICS) CMA Force
2005 LABOUR Change
2001 LQ 2005LQ Classification FORCE 2001-2005
21 Mining and oil and gas extraction 4.58 4.99 High 39,800 11,920
55 Management of companies and enterprises* 1.97 * * * *
54 Professional, scientific and technical services 1.75 1.81 High 71,500 9,975
48-49 Transportation and warehousing 1.26 1.45 High 43,500 8,605
53 Real estate and rental and leasing 1.36 1.40 High 14,800 2,200
23 Construction 1.28 1.29 High 51,700 11,265
41 Wholesale trade 1.15 1.16 Average 26,700 -1,570
51 Information and cultural industries 1.27 1.13 Average 16,600 -2,330
71 Arts, entertainment and recreation 1.12 1.10 Average 15,000 2,815
81 Other services (except public administration) 0.94 0.99 Average 26,100 850
52 Finance and insurance 1.02 0.98 Average 25,600 2,375
56 Administration and support, waste management and
remediation services 112 0.92 Average 24,000 -230
61 Educational services 0.91 0.92 Average 38,200 4,910
62 Health care and social assistance 0.85 0.91 Average 58,700 12,905
72 Accommodation and food services 1.04 0.91 Average 35,900 -3,020
22 Utilities 1.15 0.90 Average 4,200 -675
44-45 Retail trade 0.97 0.90 Average 67,900 7,030
91 Public administration 0.50 0.55 Low 17,200 1,000
31-33 Manufacturing 0.64 0.50 Low 42,500 -6,995
11 Agriculture, forestry, fishing and hunting 0.20 0.20 Low 3,500 -590

*Data not available in 2005 for estimates below 1500

Source: Statistics Canada, 2001Census; Statistics Canada, Labour Force Survey, Annual Averages 1994 - 2005, Program A020608.
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6.2.3 Canadian Business Patterns Results

Whil e the preceding tables portray the | abour force concentration of
the growth i n new businesses. Statisti cs taCmonides a Gesord @h Iuairkssa n Busines
establishments by industry and size. Sources of information are updates from the Statistics Canada survey program and

the Business Number registration source collected from the Canada Revenue Agency (CRA). The business da ta collected

for Calgary includes all local business which meets at least one of the three following criteria:
1) Have an employee workforce for which they submit payroll remittances to CRA; or
2) Have a minimum of $30,000 in annual sales revenue; or

3) Are incorporated under a federal or provincial act and have filed a federal corporate income tax form within
the past three years.

The Canadian Business Patterns Data records business counts by 0Tot a
estabishments in the o0l ndeter mi nat-endployed (i.e those who domot Imairdaén art dmploysee | f

payroll, but may have a workforce consisting of contracted workers, family members or business owners). For the purposes

of this report we have not included those who are self -employed.

Figure 27 provides an indication of the growth of business establishments by industry sector for the period 200 2-2005.
Finance and Insurance, Utilities, Mining and Oil and Gas Extraction and Transportation and War ehousing and Educational
Services sector have had the most significant growth in new businesses, while Manufacturing, Accommodation and Food

Services and Information and Cultural Industries sectors have recorded a loss of businesses and employment over thi S

period. Information pertaining to the current level of employment in Management of Companies and Enterprises sector is
not available, but the Canadian Business Pattern data suggests that there has been a significant drop in the number of
business establi shments in this sector, which is likely to contribute to a drop in overall employment.
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Figure 27
City of Calgary Business Establishments by Industry

%

INDUSTRY 2002 2005 CHANGE
AGRICULTURE, FORESTRY, FISHING AND HUNTING 189 183 -3.2%
MINING AND OIL & GAS EXTRACTION 1,450 1,586 9.4%
UTILITIES 76 84 10.5%
CONSTRUCTION 4,290 4,652 8.4%
MANUFACTURING 1,834 1,670 -8.9%
WHOLESALE TRADE 2,566 2,417 -5.8%
RETAIL TRADE 3,755 3,977 5.9%
TRANSPORTATION AND WAREHOUSING 1,134 1,227 8.2%
INFORMATION AND CULTURAL INDUSTRIES 460 453 -1.5%
FINANCE AND INSURANCE 1,562 1,775 13.6%
REAL ESTATE AND RENTAL AND LEASING 1,794 1,966 9.6%
PROFESSIONAL, SCIENTIFIC AND TECHNICAL SERVICES 9,709 10,256 5.6%
MANAGEMENT OF COMPANIES AND ENTERPRISES 976 766 -21.5%
ADMIN. AND SUPPORT, WASTE MGMT. AND REMEDIATION SERVICES 1,979 2,070 4.6%
EDUCATIONAL SERVIVES 432 462 6.9%
HEALTH CARE AND SOCIAL ASSISTANCE 2,841 2,921 2.8%
ART, ENTERTAINMENT AND RECREATION 433 436 0.7%
ACCOMODATION AND FOOD SERVICES 2,377 2,450 3.1%
OTHER SERVICES (EXCEPT PUBLIC ADMINISTRATION) 2,815 2,784 -1.1%
PUBLIC ADMINISTRATION 49 49 0.0%
TOTAL 40,721 42,184

Source: Statistics Canada, Canadian Business Patterns, 2002 & 2005

The loss of manufacturing firms and related employment in the Calgary CMA can be attributed in part to the appreciation
of the Canadian dollar, global rationalization , consolidation of operations and a slowing U.S. and international economy.
cost s, I

However, Calgaryds increasing | abour force

well as an increasing cost of living has also contribu ted to this decline. Some of these same factors may also be

contributing to the loss of employment and businesses in other sectors.
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force
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Anot her i mportant

consi
to

of area businesses. Consi st ent
small and medium sized businesses (less than 50 employees) and in particular small business (less than 5 employees). This

speaks to the level o f entrepreneurism present in the community but also has important implications for the focus of any

der at i

t he

on
comment s

i n

understandi
recei

ved

ng

t he
dur i

ng

economic strategy insofar as support for small business, access to capital for growth, ability to attract and retain

employees, competitive business costs,

etc.

Calgary has also seen significant growth in the number of businesses in excess of 200 employees
this can be attributed to an increase in retail activity, there has also been an increase in the number of establishments in
the finance and insurance and real estate sectors, manufacturing, management of companies and enterprises and

nature of
projectds

(Figure 28). While some of

professional, scientific and technical service sectors. Thi s
and choice for head o ffice location.
Figure 28
City of Calgary Business Establishments by Employee Size
1-4 5-9 10-19 20-49 50-99 100-199 200-499 500 +

2002 2005 2002 2005 2002 2005 2002 2005 2002 2005 2002 2005 2002 2005 2002 2005
11 - Agriculture, Forestry, Fishing and Hunting 126 119 32 29 15 13 11 12 3 4 2 4 - 1 - 1
21 - Mining and Oil and Gas Extraction 719 724 188 233 173 223 176 181 90 100 62 67 30 45 12 13
22 - Utilities 23 17 13 11 9 12 13 14 6 11 4 9 7 7 1 3
23 - Construction 2,659 2,970 660 663 416 438 348 345 123 142 51 54 27 28 6 12
31-33 - Manufacturing 749 593 293 280 263 271 274 252 136 142 79 85 27 39 13 8
41 - Wholesale Trade 1,155 1,038 491 464 412 418 350 339 100 87 43 52 12 16 3 3
44-45 - Retail Trade 1,356 1,492 947 1,056 753 728 419 402 129 153 109 103 36 43 6 -
48-49 - Transportation and W arehousing 683 733 131 156 122 115 89 114 59 58 22 24 20 20 8 7
51 - Information and Cultural Industries 235 211 56 75 49 57 70 63 22 17 19 20 6 7 3 3
52 - Finance and Insurance 861 912 228 281 215 225 167 220 46 60 27 36 13 28 5 13
53 - Real Estate and Rental and Leasing 963 1,047 307 320 219 259 177 198 77 74 36 33 11 22 4 13
54 - Professional, Scientific and Technical Services 6,717 7,155 1,319 1,290 799 793 567 635 183 210 75 100 39 57 10 16
55 - Management of Companies and Enterprises 568 424 134 102 96 76 98 79 49 30 22 27 6 16 3 12
56 - Administrative and Support, Waste
Management and Remediation Services 1,086 1,132 361 371 217 256 194 187 71 62 32 40 12 14 6 8
61 - Educational Services 232 268 63 66 49 52 53 37 19 15 8 13 2 4 6 7
62 - Health Care and Social Assistance 1,452 1,504 609 641 427 403 217 214 76 81 36 41 17 28 7 9
71 - Arts, Entertainment and Recreation 187 193 77 71 74 77 42 47 30 16 10 15 11 11 2 6
72 - Accommodation and Food Services 660 780 436 466 499 518 464 447 225 169 68 49 22 17 3 4
81 - Other Services (except Public Administration) 1,625 1,590 573 565 364 349 177 184 49 60 21 26 6 10 - -
91 - Public Administration 7 8 4 5 5 5 8 7 5 5 4 4 8 8 8 7
Total 22,063 22,910 6,922 7,145 5,176 5,288 3,914 3,977 1,498 1,496 730 802 312 421 106 145
Source: Statistics Canada, Canadian Business Patterns, 2002 & 2005
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6.2.4 GDP by Industry Results

Figure 29 provides an indication of how the various industry sectors have contributed to the Calgary Economic Region

(CER) over the period of 1995 -2005. Finance, Insurance and Real Estate have made the most signi ficant contribution to
GDP in the region followed by Mining, Manufacturing and Construction in terms of growth in economic value . However, it
is the service producing industries that contribute the greatest to the wealth of the regional economy.

Fgure 29
Real GDP by Industry, (millions 1997$%), Calgary Economic Region
1995 2005 2005 (%) Change

Goods Producing Sector 14,440 17,211 34.1% 2,771
Agriculture 230 264 0.5% 34
Mining 8,438 7,320 14.5% -1,118
Construction 1,999 3,830 7.6% 1,831
Utilities 745 681 1.3% -64
Manufacturing 3,027 5,117 10.1% 2,090
Service Producing Sector 18,727 33,254 65.9% 14,527
Wholesale Trade 1,273 2,762 5.5% 1,489
Retail Trade 1,353 2,523 5.0% 1,170
Transportation And Warehousing 2,620 4,893 9.7% 2,273
Finance, Insurance And Real Estate 5,868 10,025 19.9% 4,157
Professional, Scientific And Technical 1,331 3,196 6.3% 1,865
Business Services 539 962 1.9% 423
Information, Culture And Recreation 783 1,677 3.3% 894
Educational Services 1,163 1,462 2.9% 299
Health Care And Social Assistance 1,460 2,013 4.0% 553
Accommodation And Food Services 638 1,170 2.3% 532
Other Services 559 1,006 2.0% 447
Public Administration 1,141 1,563 3.1% 422
Total 33,166 50,464 100.0% 17,298

Source: City of Calgary, Socio-economic Outlook, October 2006

6.2.5 Calgary 6 $op Performing Sectors

Based on the overall performance of the two digit LQ analysis coupled with the results of the Business Patterns da  ta and
GDP by Industry analysis, Calgarydés top performing sectors include:
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