





About CRED

Conversations for Responsible Economic Development is a growing collection of professionals and business
leaders from the tourism, real estate, tech, health, creative and other service-based sectors who are committed to
participating in informed dialogue about long-term prosperity on Canada’s west coast.

We love and value the west coast for its creativity, innovation, quality of life and unparalleled natural beauty. This

is why we live, work and own businesses here. Our vision is for a prosperous and thriving region economy that
safeguards our long-term wealth, the health of local communities, the natural beauty of the region and our “beautiful
BC” brand. To us, this is true responsible development.

We believe there is a need for more information about the types of energy and resource development and
transportation that are compatible with this vision. Through research and events, we hope to spur conversation about
our long-term economic vision for the region — a dialogue that includes a wide range of industries. Where do we see
the best opportunities for responsible development? What trade-offs are we willing to accept to create new jobs and
grow our wealth? What risks are we unwilling to take? This report aims to contribute to that essential dialogue.

Businesses & organizations are invited to join the conversation at www.CredBC.ca/add-your-name

Our advisers

Meeru Dhalwala, restaurateur

Co-founder of Vij’s and Rangoli restaurants,
organizer of the Joy of Feeding international food
festival and author of two cookbooks.

Wes Regan, Hastings Crossing BIA

HxBIA Executive Director, community economic

= development consultant, Urban Stream Innovation VP
@ and Vancouver Urban Farming Society board member.

Dr Erica Frank, University Neighbourhoods Assn

Canada Research Chair in Preventive Medicine and

Population Health, UBC professor in public health
2l and medicine, founder of NextGenU.org.

Bradley Shende, M20 Digital Agency & Carsurfing
Creative technologist, filmmaker, digital producer and
strategist. Commentator for Global, CTV, CKNW and
1 Discovery’s How Stuff Works, East Vancouver resident.

Tarah Stafford, Montserrat Ink

Screenwriter, producer, sustainability advocate,
founder of Cool Neighbourhoods and West Vancouver
resident.

Peter Holt, PraxisPoint Consulting Group

~, Partner with PraxisPoint, professional facilitator,
Chartered Engineer, former CEO of the Surrey
. M Board of Trade, and Surrey resident.

T

Noam Dolgin, realtor

Licensed realtor with Sutton Realty, focused on
sustainable living. Past teacher and consultant and
current East Vancouver resident.

Dr. Rashid Sumaila, UBC Fisheries Centre

Director at UBC’s Fisheries Economics Research Unit.
Internationally published on fisheries and natural
resources, including oil spill economic impact studies.

Our team

Liz McDowell, Executive Director

Founder of the Otesha Project UK, chair of the East
London Green Jobs Alliance and fellow at the UN
Institute for Training and Research. WEF Global
Shaper, finance graduate and Vancouver resident.

Felicity Lawong, Project Coordinator

Experienced project manager with over 10 years
experience coordinating video, television, and digital
media productions, and North Shore resident.
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Introduction - why this conversation matters

Why does this conversation matter?
It’s often said that British Columbia is a resource-based province. In actual fact, the reality is much more complex.

While it’s true that much of BC was built on natural resources, and that even today sectors like technology and
construction have a certain amount of inter-relationships with primary resource sectors, the basis of our economy
has overwhelmingly shifted to service-based industries. More than four-fifths of us work in services and over 76% of
our GDP now comes from those sectors, while just 3% comes from oil, gas and support services.* Over the past few
decades, a quiet but monumental shift has been taking place.

Putting the energy sector into context

In order to decide whether energy development projects should go forward and, if so, what they should look like, it’s
essential to have a good understanding of where the sector fits into the bigger economic picture. Of course we know
that energy is important to Canada, but how important? In what ways? Is it more or less important than other sectors,
and how does it affect other parts of the economy?

This last question is really the crux of the matter - analysis isn’t useful in isolation. Instead, it’s important to
understand whether one sector is growing more quickly or slowly in comparison to others, creating more or fewer
jobs, and contributing more or less to our wealth.

Much is made by industry proponents of multiplier effects and how the growth of one sector, for example energy,
will also lead to positive knock-on effects in other sectors. This is undoubtedly true - an increase in GDP in any one
sector will generally have positive multiplier effects - but it’s not the real question: instead, we should be asking if a
boost in the energy sector will increase the rest of the economy more or less than a boost to say, the high tech sector.
And, additionally, what are the knock-on secondary effects on other sectors and are they being counted?

While this report doesn't attempt to make complex assessments of multiplier effects for different sectors in BC, or
indeed measure the complex inter-relationships between sectors, it does aim to share some basic information about
GDP, tax revenues, job creation and future trends that can begin to put the energy sector into context alongside other
sectors in BC. We hope that it will be the beginning of further, more in-depth analysis of this important issue.

Report compiled by Liz McDowell
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Sources of wealth and growth

Where does our wealth come from?

When GDP figures for British Columbia are broken

down by industry, financial and real estate services make
the largest contribution to provincial wealth - more than
23% of GDP. Retail and wholesale trade make up 10% of
our GDP, construction makes up 8% and manufacturing

contributes a further 7%.

By contrast, oil, gas and support services make up just
3% of BC’s GDP. When secondary energy services,
including renewables, are added into the equation, the
total contribution to provincial GDP only rises to 11%.

2012 British Columbia GDP contribution by sector
In millions of chained 2007 dollars
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Energy in the national context

Across Canada, the numbers are similar. The oil
sands make up just 2% of Canada’s GDP and when
conventional oil & gas extraction is added in, the total
rises to only 6% of our wealth, a proportion that has
actually fallen in recent years.3

While these numbers are still significant, they make it
clear that the oil and gas sector is certainly not one of
the biggest sectors in BC or even in Canada.

Which sectors are fuelling future growth?
Future trends by sector

A survey of the high tech sector carried out in 2012
by consulting firm KMPG gave an overview of which
industries are growing and which are shrinking in BC.4

According to their research, the sectors showing the
most growth are:

¢ Construction

« Hightech

« Finance and real estate

« Retail trade

« Professional, scientific and technical services,

And the sectors that are shrinking in size are forestry,
mining, oil & gas, and manufacturing. The BC
government’s 2013 Small Business Profile echoed these
findings.s

These trends indicate that there’s a lot of future potential
in service-based and other value-added sectors, and

not much in the extractive industries. It should be

noted, however, that if the BC government’s plan to
significantly expand LNG production is successful, this
might slow the rate at which the oil and gas sector’s
economic importance is shrinking.

Oil & gas sector contribution to Canada’s GDP
Oil sands 2%

Conventional oil &
gas 4%

Other sectors 94%
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Sources of jobs andtax reventues

Where are the jobs?

Across the province, the mining, oil and gas sector
combined employs just 1% of the workforce, or
approximately 25,000 people. ¢

Percentage of BC workforce in oil, mining & gas, 2012

Mining, oil + gas
1%

Other
99%

In comparison, the province’s biggest employers are:

« Construction — 205,000 jobs

« Manufacturing — 164,000 jobs

« Tourism - 127,000 jobs

+ Real estate & property development — 121,000 jobs’

The film sector adds an additional 36,000 jobs and the

high tech sector employs 84,000 people — more than oil,

mining, gas and forestry combined.

Across Canada, the numbers are relatively similar.
The industrial sectors that employed the most people
in 2011 were retail trade, health and social assistance
and manufacturing, with more than 11% of Canadians
working in retail trade. ®

By comparison, less than 1% of Canadians work in
the oil sands. According to the Canadian Association
of Petroleum Producers, 112,000 people are employed
directly and indirectly in the oil sands, out of a total
Canadian workforce of approximately 17.9m people.

Who contributes the most to social spending?

Although BC Stats doesn'’t gather data on the tax
contributions of different sectors at a provincial level,
StatsCan does make this information available on a
national level.

In total, the oil and gas sector, that is oil sands plus
conventional oil and gas, contributed 4.2% of all
corporate taxes in 2011. Compared to financial services
(25%) and manufacturing (13%) this number is relatively
low. ** It is also significantly smaller than the proportion
of federal corporate taxes paid by the oil & gas sector in
2006 of 9.4%. *

Particularly considering that the manufacturing sector
is widely reported to be struggling and has decreased in
size significantly over the past decade, manufacturing
businesses contribute much more towards social
spending for big ticket items like schools and hospitals
than the energy sector as a whole.

Federal corporate tax revenues, 2011
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Trends across Northerh BC

What are the trends in Northern BC?
Where are the jobs?

Around one in ten employed people in BC work in
manufacturing, and about the same proportion holds
true in the Northeast, Cariboo, and North Coast &
Nechako regions. The majority of those manufacturing
jobs are value-added services including wood products,
paper and metal.

As it turns out, primary resource jobs play a fairly small
role. Within this, the extractive industries (oil, mining
and gas) play an even more marginal role.

In Prince George and the surrounding Cariboo region,
only 5.2% of the population works in primary resources
— that’s fishing, forestry, mining, oil and gas combined.
And until the rise of pine beetle infestation and
softwood lumber disputes, those were mostly forestry
jobs. =

Cariboo Region - jobs breakdown by industry 2011
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What is driving growth?

Across BC, educational and health related jobs are
expected to see the biggest growth in demand over
the next few years as labour markets adapt to an aging
population and other demographic changes. These
predictions also apply to northern communities.

In the Northeast, North Coast & Nechako and Cariboo,
the careers with the highest number of expected job
openings between now and 2020 are bus and other
motor vehicle driving, administration and office work,
nursing and cleaning. Across the three regions, demand
for workers in the oil, mining and gas sectors is expected
to grow at a roughly equal pace to the average.

Boom and bust

An important dimension of the job markets in these
three regions is their cyclical nature of growth and
retreat. Across Northern BC, labour market shortages
(not enough workers to meet demand) are expected for
part of the decade, along with other periods of excess
labour market supply (more workers than jobs) as large
infrastructure projects wrap up. For example, in the
Cariboo region the demand for workers is expected to
exceed supply from 2011-2020.

Expected job openings in northern BC (2010-2020)
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Industry snapshots =

Industry snapshots

This report closes by profiling a few sectors that we
expect will play an important role in future economic
development in British Columbia. Some, like the high
tech and tourism sector, are already well established
while others, like clean tech, are still emerging and
demonstrate significant potential.

High tech sector

« Employs over 84,000 people— more
than forestry, mining, oil & gas, and
utilities combined

« Contributes $15.5 billion annually to
provincial GDP (5.9% of total GDP)

« One of BC’s fastest-growing sectors,
with an increase of around 38%
between 2002-2009

«  Currently represents 10% of BC’s exports

« Average wages in the sector: $63,000

« Starting salary for a web developer: $80,000*

A

In addition, the high tech sector in BC shows a
tremendous opportunity for growth. At the moment, it
is under-performing both globally and within Canada,
mostly due to a lack of investment. If the sector
performed on par with the Canadian average, it would
contribute $2.5 billion a year more to provincial GDP
and create 23,000 more jobs. *

Green jobs

The BC government defines this industry as including
clean energy supply & storage, clean transportation,
green building and energy efficiency. Together the
industry was responsible for 123,000 jobs and $15 billion
in GDP in 2011. Public policies and programs have
supported recent growth; however, the sector is still new
and vulnerable to risk — barriers include trouble finding
skilled workers and lack of investment capital. The
emerging clean tech sector, in particular, is limited by a
lack of capital. *

Tourism sector

The tourism sector is one of the biggest employers

in British Columbia, with over 127,000 jobs - five
times more than the oil and gas sector. In 2012, it was
responsible for $7.58 billion of provincial GDP. * It is
arguably also the sector that has the most to lose from
increased extractive industry development, as areas
with high mining, oil and gas development tend to
experience a trade-off of lower tourism revenues.

The beer sector

In 2013, the Conference Board of Canada released a
report showing that the ‘beer economy’ represents
more than 1% of all jobs in Canada, supporting 163,200
people. The sector includes brewers, distributors,
retail sales, transportation and wholesale distribution,
and agricultural products. When direct and indirect
employment effects are taken into consideration for
both sectors, more people are employed by the beer
sector than in the oil sands.

Although oil and gas jobs may be more highly paid on
average, these jobs are likely to be more geographically
distributed and more accessible to new workers,
students and people needing part-time work.

Beer vs. oil
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Concluding thoughts—

Conclusion

As BC’s economy experiences rapid growth in service and knowledge-based sectors, businesses that specialize in
everything from whale watching to mobile app development are fast gaining importance. Although primary resource
industries have historically been a core part of the provincial economy, the sector as a whole is no longer the main
source of wealth for British Columbians. Within this, extractive industries - oil, mining and gas - play an even smaller
role in contributing to jobs, tax revenues or GDP, both in southern BC and in northern communities. Instead, the
province’s main economic drivers are now based around innovation, creativity and the knowledge economy.

As a result, any decisions about extractive industry development must consider the full economic impacts - both costs

and benefits - with particular consideration to emerging and rapidly growing industries that generate good, lasting
jobs for British Columbians and contribute meaningfully to our province’s wealth.
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1.The 2012 British Columbia Economic Accounts, BC GDP by Industry Chained Dollars 2007-2012 http://www.bcstats.gov.bc.ca/
StatisticsBySubject/Economy/EconomicAccounts

2. Source taken from the same data table as above

3. From Statistics Canada CANSIM table 379-0031 considering NCAIS sectors 211114 (unconventional oil & gas extraction) and
211113 (conventional oil & gas extraction) in 2007 chained dollars. Data can downloaded from http://www5.statcan.gc.ca/cansim/
a26?lang=eng&retrLang=eng&id=3790031&paSer=&pattern=&stByVal=1&p1=1&p2=31&tabMode=dataTable&csid=

4. KPMG 2012 Tech Sector Report Card, available online at http://www.kpmg.com/ca/en/issuesandinsights/articlespublications/pages/british-
columbia-technology-report-card-2012.aspx

5.2013 Small Business Survey carried out by the BC government. Full report online at http://www.bcstats.gov.bc.ca/StatisticsBySubject/
Businessindustry/SmallBusiness.aspx

6. Source: 2012 British Columbia Financial and Economic Review

7. Data from a study commissioned for the Urban Development Institute “Economic Impacts of the BC Property Development Industry”. Available
online at http://www.udi.bc.ca/sites/default/files/publications/policy/UDI%20Economic%20lmpact%20Study%20Final%20Report.pdf
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9. CAPP estimates online at http://www.capp.ca/canadalndustry/oilSands/Energy-Economy/economy/Pages/default.aspx

10. Data taken from Statistic Canada CANSIM table 180-0003

11. See economist Andrew Leach’s analysis in MacLean’s magazine: http://www.macleans.ca/2013/11/04/canada-the-failed-petrostate/

12. For all economic data for Northern BC, see Work BC's Regional Profiles: http://www.workbc.ca/Statistics/Regional-Profiles.aspx

13. See Globe and Mail report on top 20 starting salaries from August 2012 http://www.theglobeandmail.com/globe-investor/personal-finance/
financial-road-map/advmanulife/advmanulifearchives/top-20-starting-salaries/article4505934/

14. All other tech sector data from the KPMG 2012 Tech Sector Report Card, available online at http://www.kpmg.com/ca/en/issuesandinsights/
articlespublications/pages/british-columbia-technology-report-card-2012.aspx

15. Data on green jobs taken from the Globe Advisors BC Clean Economy Market Study 2012, available online at http://globeadvisors.ca/market-
research/bc-clean-economy-market-insights-study.aspx

16. Data on tourism jobs taken from the BC Tourism and High Technology Satellite accounts http://www.bcstats.gov.bc.ca/StatisticsBySubject/
Economy/EconomicAccounts/SatelliteAccounts.aspx

17. 2013 Small Business Survey carried out by the BC government. Full report online at http://www.bcstats.gov.bc.ca/StatisticsBySubject/
Businessindustry/SmallBusiness.aspx
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18. Report from the Conference Board of Canada November 2013: “From Farm to Glass: The Value of Beer in Canada
conferenceboard.ca/press/newsrelease/13-11-05/beer_industry_boosts_the_canadian_economy.aspx
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