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Disclaimer 

Ernst & Young LLP (“EY”) was engaged by Alberta’s Industrial Heartland Association (“AIHA”) to assess the economic impact of Alberta’s Industrial Heartland (“AIH”) on 
the Edmonton Metropolitan Region (“EMR”), the province of Alberta and Canada. In preparing this document (the “Report”), EY relied upon unaudited data and information 
from AIHA, external stakeholders and publicly available data. EY did not audit or independently verify the accuracy or completeness of this information and therefore accepts 
no responsibility for errors, omissions, losses or damages because of any persons or entity relying on this Report for any purpose other than that for which has been 
prepared. Accordingly, EY expresses no opinion or other forms of assurance regarding this information and reserves the right to revise any analyses, observations or 
comments should additional supporting documentation become available.  
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1. Executive Summary 

Alberta’s Industrial Heartland (“AIH”) is the 

largest industrial area in Western Canada and 

is a joint land-use planning and development 

initiative between five municipalities located 

within the Edmonton Metropolitan Region 

(“EMR”). The five municipalities within the 

boundaries of AIH include: Lamont County, 

Strathcona County, Sturgeon County, the 

City of Edmonton, and the City of Fort 

Saskatchewan.  

 

AIH covers approximately 582 square 

kilometers and among the world’s most 

attractive locations for chemical, 

petrochemical, and oil & gas investment. 

Further, it is Canada’s largest hydrocarbon 

processing region and home to over 40 

companies with investments surpassing CAD 

$40 billion. These companies are responsible 

for providing fuels, fertilizers, power, 

petrochemicals and more to provincial, 

national and global consumers. 

 

Purpose of this Report  

Ernst & Young LLP (“EY”) has been engaged 

by Alberta’s Industrial Heartland Association 

(“AIHA”) to assess the economic impact of 

AIH on the Edmonton Metropolitan Region, 

the province of Alberta, and Canada as a 

whole. Our findings are presented in this 

Report. The scope of this Report includes the 

following: 

► An analysis of the current state of AIH’s 

economy as it relates to demographics, 

labour markets, housing, employment, 

household income, and other economic 

indicators;  

► A SWOT analysis of AIH’s economy, 

which will be used to identify key 

strengths, weaknesses, opportunities, 

and threats in the market; 

► Identification of potential industry 

clusters within the region, including 

niche sectors;   

► Identification of global trends affecting 

existing and potential industry clusters; 

► An economic impact analysis of the 

facilities located within AIH; 

► A thorough analysis of jobs created 

within and outside of AIH; and 

► Any additional benefits (such as social, 

industrial, technological or community) 

regionally, provincially and nationally 

that originate from projects or other 

economic activity within AIH.   

The primary objective of this assessment is 

to understand the direct, indirect, and 

induced economic impacts of AIH on the 

regional, provincial and national economies. 

Further, this Report will outline the economic 

contributions of AIH through measurable 

economic indicators to better understand its 

market capabilities and its potential in 

attracting new investments.  

 
Findings of Report 
A brief overview of the total economic 

impacts at the regional, provincial and 

national level are present in Table 1 and 

Table 2 below, with a more detailed analysis 

in sections 3.3 and 3.4 of this Report. These 

impacts are an aggregate of those companies 

with whom EY was able to survey as part of 

its analysis, as well as estimated impacts 

associated with the remaining companies and 

facilities within AIH. EY concluded that the 

companies surveyed account for 

approximately 92% of all economic activity 

within AIH. The metrics in which these 

impacts are measured include: 

► Full-time equivalent employment 

(“FTEs”): Refers to the total number of 

employee jobs that are converted to full-

time equivalence based on average full-

time hours worked. This is a better 

estimate as it does not overstate or 

understate the number of jobs created. 

This measure does not account for those 

who are self-employed; 

► Wages or labour income: A component 

of the local value-added that measures 
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total employee compensation (value of 

wages and benefits) and proprietor 

income; 

► Gross Domestic Product (“GDP”): GDP, 

or local value added, is a measure of the 

value of all final goods and services 

produced in a specific region (i.e., 

Edmonton Metropolitan Region, etc.); 

and 

► Gross Output: The total economic 

activity of new goods and services 

because of activities occurring within a 

particular area. This is a broader 

measure of the economy in comparison 

to GDP. 

Operational Expenditures 

Operational impacts are derived based on 

2019 operational spending and are expected 

to be sustained annually moving forward. 

Regionally, operational expenditures within 

the AIH contributes approximately CAD 

$3.277 billion in output, CAD $4.476 billion 

in provincial output and CAD $5.177 billion in 

national output. For GDP, these expenditures 

generate approximately CAD $1.147 billion 

regionally, CAD $1.756 billion provincially 

and CAD $2.115 billion nationally. Moreover, 

CAD $1.076 billion in labour income is 

created regionally, along with CAD $1.594 

and CAD $1.901 at both the provincial and 

national levels. Finally, 17,636 FTE jobs are 

sustained regionally, 23,213 are sustained 

provincially and 31,570 FTE jobs are 

sustained nationally.  

Capital Expenditures 

Table 2 suggests that from 2017 to 2020, 

capital expenditures within the AIH will 

contribute approximately CAD $10.708 

billion in output to the regional economy, 

CAD $17.243 billion to the provincial 

economy and CAD $ 20.273 billion to the 

national economy. In addition, capital related 

expenditures are anticipated to generate 

CAD $6.295 billion in regional GDP, CAD 

$10.501 billion in provincial GDP and CAD 

$12.295 billion in national GDP over the 

four-year period. Further, these 

expenditures are expected to create a total 

of CAD $1.020 billion in local labour wages, 

CAD $1.581 billion in provincial labour wages 

Table 1. Summary of AIH Operational Expenditure Impacts  

 
    

Total Impacts FTEs Wages ($ mn) GDP ($ mn) Output ($ mn) 

Regional  17,636 1,076.5 1,147.4 3,276.9 

Provincial 23,213 1,594 1,756.5 4,476.4 

National  31,570 1,900.9 2,115.5 5,176.9 
 

Notes: Figures for wages, output and GDP are in millions and 2015 dollars. FTEs include both permanent and  

contract workers. Total figures are the sum of the direct, indirect and induced impacts from both surveyed  

and non-surveyed stakeholders.  Impacts based on Statistics Canada’s 2015 economic multipliers and 2019 

operational expenditures. 
Sources: EY calculations and survey information.  

 

 
 Table 2. Summary of AIH Capital Expenditure Impacts 

     

Total Impacts 

FTEs (Person-

Year) Wages ($ mn) GDP ($ mn) Output ($ mn) 

Regional  6,582 1,020.4 6,294.9 10,708.2 

Provincial 7,935 1,581.5 10,500.9 17,243.2 

National 9,361 1,798.8 12,295.3 20,272.9 
 

Notes: Figures for wages, output and GDP are in millions and 2015 dollars. FTEs include both permanent and  

contract workers and are representative of “person-year” FTE jobs. Total figures are the sum of the direct, 

indirect and induced impacts from both surveyed and  non-surveyed stakeholders. Impacts based on  

Statistics Canada’s 2015 economic multipliers and capital related expenditures from 2017-2020. 
Sources: EY calculations and survey information. 
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and approximately CAD $1.799 billion in 

national labour wages. Finally, over the four 

years, 9,361 person-year FTE jobs are 

expected to be created nationally, with 

7,935 of these FTE jobs located within the 

province of Alberta and 6,582 person-year 

FTE jobs within the Edmonton Metropolitan 

Region.  
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2.1 Current State of the Heartland Municipalities
 

This section provides an overview for each of 

the five municipalities located within the 

Heartland. We begin by reviewing key 

economic indicators for each area, which 

includes information on demographics, 

household income levels, and housing 

markets. Additionally, this section also 

includes a description of the labour market  

profile of the AIH region.  

 

Geographic Profile 

Alberta’s Industrial Heartland is situated 

within western Canada’s sedimentary-basin 

oil and gas reserves and is part of the 

Edmonton Metropolitan Region, Canada’s 

northernmost metropolitan area. The AIH 

region spans approximately 582 square 

kilometres and is near Alberta’s oil sands, the 

third largest reserves in the world, after 

Venezuela and Saudi Arabia.1  

 

As of today, there are 40 plus companies 

located within the region that cover several 

different industries and sectors. There is also 

an extensive transportation network which 

provides companies with direct access to 

northern and western Canada, the United 

States and the Pacific Rim. By rail, road or 

air, companies within AIH can access most 

global markets in under 72 hours.   

 

Alberta’s Industrial Heartland is Canada’s 

largest hydrocarbon processing centre and is 

among the world’s most attractive locations 

for advanced chemical manufacturing and 

value-added energy processing. The area is 

home to some of the most globally 

recognized companies in the world, such as 

Dow Chemical Canada, Shell, Nutrien, 

Pembina and Sherritt International. Alberta’s 

Industrial Heartland also offers several 

amenities and features in and around its 

boundaries that make it an ideal location for 

investment, which includes advanced 

logistics, access to a skilled and educated 

workforce, generous government support 

systems, and affordable feedstocks for their 

operations. Additionally, the area has an 

excellent system of road, rail, air and pipeline 

connections to both local and international 

markets.   

 

 

 

AIH is also conveniently located to major 

Canadian research facilities, which offers a 

distinct advantage for companies currently 

located in or considering investing in the 

area. Some of these institutions include 

Alberta Innovates, the National Institute for 

Nanotechnology, the Mineral Core Research 

Facility, the Edmonton Waste Management 

Centre of Excellence, and the 

CanmetENERGY Research Facility, which is 

Canada’s leading research and technology 

center in the field of clean energy. 

 

Companies within the Heartland also benefit 

from Canada’s pro-business climate, where 

Canada’s corporate tax rate is amongst the 

most favourable in the world. Additionally, 

Canada has some of the most appealing 

research and development tax credits in 

comparison to other G7 countries. This 

includes for example the federal 

governments Scientific Research and 

Experimental Development Tax Incentive 

Program. Petrochemical companies within 

the area benefit from several provincial 

incentive programs offered directly by the 

Government of Alberta, which includes the 

Petrochemicals Diversification Program 

(“PDP”), Partial Upgrading Program (“PUP”), 

and the Petrochemicals Feedstock Incentives 

Program (“PFIP”). 
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Regional Municipalities 

There are 5 municipalities and cities which 

have land holdings within Alberta’s Industrial 

Heartland, each having their own distinct 

qualities. These municipalities and cities 

include; Lamont County, Strathcona County, 

Sturgeon County, the City of Fort 

Saskatchewan and the City of Edmonton. A 

brief description of each member 

municipality is outlined below.  

 

Lamont County 

Lamont County’s economic strength is based 

on three major sectors: agriculture, tourism, 

and industrial development.  In total, 65 

heavy, light and commercial businesses 

operate within the County, in addition to 70 

home-based businesses. Currently, there are 

over 4000 people residing in the County’s 27 

townships.2 

 

Strathcona County 

Strathcona County is Alberta’s leading 

industrial municipality as measured by the 

value of manufactured goods. Over 10,900 

businesses and organizations are located in 

the County, including over 210 

manufacturing companies. Collectively, 

these companies serve a market of 

approximately 1.32 million people in the 

Edmonton Metropolitan Region. Currently, 

there are over 98,000 residents living 

throughout the County, and over the last five 

years, the population growth rate has 

averaged 1.4%.3 

 

Sturgeon County  

Sturgeon County boasts a mixture of light, 

medium, and heavy industry along with 

associated service, supply, and 

transportation companies. Major industrial 

companies providing economic stability to 

the County include Nutrien, Access Pipeline, 

Pembina, Northwest Redwater Partnership, 

and Evonik, etc.  Sturgeon County is an ideal 

area for heavy industrial development within 

Alberta’s Industrial Heartland, as it provides 

a distinct comparative advantage due to its 

proximity to the Alberta oil sands. 4  

 

City of Fort Saskatchewan 

Fort Saskatchewan continues to boast a 

healthy and robust business climate. With a 

combined primary and secondary market of 

over 275,000 people, the City is home to 

over 646 commercial and industrial 

companies, ranging in size from small 

business to world scale industrial sites such 

as Sherritt International, Dow Chemical 

Canada and Nutrien. 5 

 

City of Edmonton  

The City of Edmonton is the centre for 

manufacturing, construction, logistics and 

processing of chemicals and agri-food 

sectors. The City is also home to world class 

institutions and universities, which includes 

the University of Alberta, MacEwan 

University and the Northern Alberta Institute 

of Technology. Today, there are over 

300,000 individuals in the area who hold a 

post-secondary degree or certificate and is 

home to approximately 932,546 residents. 6 

 

Population 

In 2018, the population of the 5 member 

municipalities that comprise Alberta’s 

Industrial Heartland was 1,081,649, which 

was a 14% increase from 2011. According to 

the Edmonton Metropolitan Regional Growth 

Plan, by the year 2044, the population of the 

5 members is projected to be 1,581,500. By 

the same time, employment within the 

municipalities is expected to increase by 74%, 

going from 582,049 employed people to 

approximately 1,013,983.7  

 

Breaking down these population and 

employment figures by area, it appears that 

Lamont County is expected to experience the 

largest percentage increase in population 

over this time (~85%), followed by the City of 

Fort Saskatchewan (~66%), and then 

Sturgeon County (~51%). Overall, population 

growth in the area is expected to increase by 

approximately 46%. Moreover, the City of 

Fort Saskatchewan and the City of Edmonton 

are expected to experience the largest 

percentage increases in employment over 

this period, at 77% and 78% respectively.  

 

Household Income 

Household income of a region is often used 

as an indicator to determine the overall 

standard of living for its residents. Median 

household income is typically used to 

determine such standards, as it is less 
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influenced by outliers. Median income 

represents the midway point where 50% of 

those within the region are earning more 

than this amount, while at the same time 50% 

are earning less. Figure 1 suggests that the 

median after-tax income between the five 

members of AIH varies substantially, where 

those in Strathcona County had a median 

after-tax income of CAD $104,689, while 

those living in the City of Edmonton had a 

median-after tax income of CAD $75,057. 

However, for most of the Heartland 

municipalities, median after-tax income 

levels were substantially higher when 

compared to the province of Alberta (~CAD 

80,300) and Canada as a whole (~CAD 

$61,348). 

 

 

 

 

Housing  

According to the Canada Mortgage and 

Housing Corporation (“CMHC”), by the end of 

2018, the average price of a home between 

the Heartland municipalities differed 

depending upon the location of interest. In 

this case, the highest average house prices 

were in Sturgeon County (~CAD $830,625), 

while the lowest were in the City of Fort 

Saskatchewan (~CAD $469,459).  However, 

for all areas, including the province of 

Alberta as a whole, average house prices 

were less than the national average, which 

was approximately CAD $888,793. Prices in 

this case only reflect “absorbed” single-

detached units, which refers specifically to a 

residential housing unit that has been sold 

and represents a single dwelling unit that is 

separate on all sides from other dwellings or 

structures. For the rental market, of the 

available information, there is again 

noticeable variation in the number of rented 

dwellings between locations.  In this case, the 

highest number of rented dwellings was in 

the City of Edmonton, followed by the City of 

Fort Saskatchewan and then Strathcona 

County. In terms of vacancy rates, the 

highest percentage of vacancies was in the 

City of Fort Saskatchewan area (~8.6%), 

which was 2.1%-6.2% higher than all other 

Heartland municipalities, province of Alberta 

and Canada. What should be of interest are 

the figures associated with the number of 

housing starts for each location. Specifically, 

housing starts represent the number of new 

residential construction projects which have 

begun during a particular period, which in 

Table 3. Population and Employment Projections for the Heartland Municipalities 

Category 
City of 

Edmonton 

City of Fort 

Saskatchewan 

Lamont 

County 

Strathcona 

County 

Sturgeon 

County 
Totals 

Population       

    2018 932,546 26,328 3,899 98,381 20,495 1,081,649 

    2044* 1,361,700 43,600 7,200 138,000 31,000 1,581,500 

    Population Change (%) 46% 66% 85% 40% 51% 46% 

Employment       

    2018 511,366 12,030 2,230 45,928 10,495 582,049 

    2044* 909,065 21,275 2,566 68,671 12,406 1,013,983 

    Employment Change (%) 78% 77% 15% 50% 18% 74% 
 

Notes:  Population and employment projections reflect conservative “low” estimates.  Employment represents 

those in full and part-time positions and does not include individuals who are “actively” looking for work.  

Data for 2018 based on last availiable census year. 

Sources: Edmonton Metropolitan Region Growth Plan, Alberta’s 2018 Municipal Affairs Population List and EY  

calculations.   

 

 

 Figure 1. Median Household Income  

 

Notes: Figure reports after-tax median  

household income and are presented in 

2015 dollars. 

Sources: Statistics Canada 2016 Census Program. 
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this case includes all of 2018. This series is a 

crucial measure of the overall economic 

strength of an area and can be used as a 

proxy for determining how an area’s 

economy is developing. For instance, if the 

number of housing starts for single-family 

units begins to decline while the number of 

apartment units increases, this would 

suggest that general consumer preferences 

are shifting towards more affordable housing 

options.  Trends in housing starts may also 

signal whether an area could expect further 

residential follow-on investments, as 

increases or decreases in housing starts are 

highly correlated with investor confidence. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Table 4. Real Estate Market for Heartland Municipalities, Province of Alberta and Canada 

 Canada Alberta 
City of 

Edmonton 

City of Fort 

Saskatchewan 

Sturgeon 

County 

Strathcona 

County 

Housing Market       

    # of Private Dwellings* 15,412,443 1,654,129 387,950 9,939 7,337 36,354 

    Average Value of Dwelling $888,793 $608,908 $549,769 $469,459 $830,625 $672,452 

    Number of Housing Starts 197,149 24,755 8,003 163 79 394 

Rental Market       

    # of Rented Dwellings 2,100,561 150,192 62,055 1,096 N/A 996 

    Apartment Vacancy Rate 2.4% 5.5% 5.3% 8.6% N/A 6.5% 

    Average Monthly Shelter Costs $997 $1,110 $1,128 $1,009 N/A $1,332 
 

Notes: Rented market only reflects information on apartments. Data on Lamont County unavailiable as well as 

rental information for Sturgeon County. *Number of private dwellings reflects 2016 totals. Information  

updated by CMHC on a monthly basis. 

Sources: Statistics Canada 2016 Census Program and CMHC Housing Market Information Portal. 

 

 



 Economic Impact Study– Alberta’s Industrial Heartland Association      |   13                                                                                                                    

2.2 AIH Region Labour Market Analysis 

Labour Market 

The following section presents a general 

overview of the labour market within the AIH 

region, with a similar analysis at the 

municipal level in appendix A.5. Companies 

within the Heartland range in size from 

several employees to several hundred 

employees and work is some of Canada’s 

most economically critical sectors, which 

includes petrochemical, oil and gas, energy, 

and manufacturing, etc. 

 

Turning our attention towards the industry 

profile of the AIH region, stakeholder 

information showed that the major industry 

employers within the area includes 

manufacturing (NAICS 31-33), utilities 

(NAICS 22), transportation & warehousing 

(NAICS 48-44), and wholesale trade (NAICS 

41). From Figure 2, the largest industry 

employer within Alberta’s Industrial 

Heartland is the manufacturing industry, 

which employs approximately 89% of the AIH 

workforce. Specifically, the manufacturing 

industry accounts for those individuals who 

work in sectors such as petroleum and coal 

product manufacturing (NAICS 3241), non-

ferrous metal production and processing 

(NAICS 3314), basic chemical products 

manufacturing (NAICS 3251), pesticide, 

fertilizer and other agricultural chemical 

manufacturing (NAICS 3253), and plastic 

Figure 2. Industry Employment in AIH Region, Province of Alberta and Canada 

 

Notes: Digits in brackets represents two-digit 2012 NAICS codes.  “AIH” refers to employment shares within the   

Alberta Industrial Heartland region. Companies categorized by industry based on description of  

primary business function and EY assumptions. 

Sources: Statistics Canada 2016 Census Program, stakeholder data and EY calculations.  

 

 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Utilities (22)

Wholesale Trade (41)

Manufacturing (31-33)

Transportation and Warehousing (48-49)

Canada AIH Alberta

Share of Total Employment

Table 5. Industry Employment Shares for the AIH Region, Province of Alberta and Canada 

Industry AIH Region Alberta Canada 

Transportation and Warehousing 6% 5.1% 4.8% 
Manufacturing 89% 5.6% 8.7% 
Wholesale Trade 1% 3.5% 3.6% 
Utilities  4% 0.9% 0.7% 

Notes: Percentages have been rounded. 
 

Sources:  Statistics Canada 2016 Census program, stakeholder data and EY calculations. Statistics 

Canada 

2016 

Census 

Program, 

stakeholder 

data and EY 

calculations. 

 

 



 Economic Impact Study– Alberta’s Industrial Heartland Association      |   14                                                                                                                    

product manufacturing (NAICS 3261), etc. 

Moreover, the transportation and 

warehousing, utilities, and wholesale trade 

industries are responsible for employing 

approximately 6%, 4%, and 1% of the AIH 

workforce. A comparison of these 

employment shares to both the province of 

Alberta and Canada is presented in Table 5. 
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2.3 Industry Linkages 
 

While the number of industries and sectors 

within AIH varies substantially, for the most 

part, the primary base of Alberta’s Industrial 

Heartland is comprised of those businesses 

whose primary operational function is 

depicted in Table 6. Additionally, rather than 

operate in a mutually exclusive fashion, 

companies within Alberta’s Industrial 

Heartland complement one another through 

a number of different interlinkages and 

intricacies. In the sections that follow, these 

linkages are described in further detail with 

respect to some of the larger industries 

located within the area, which includes the oil 

and gas, petrochemical and manufacturing 

industries.  

 

Oil & Gas 

One of the more prominent industries within 

Alberta’s Industrial Heartland is the oil and 

gas industry. Often considered the backbone 

of the provincial economy, the industry acts  

 

 

as a vital element to Canada’s overall 

economic position. For AIH, facilities and 

organizations within the industry can be 

broken down into the following two groups, 

each of which contributes to a variety of 

other sectors in their own unique way. These 

two groups include: 

 

► Midstream: Which accounts for those 

facilities responsible for the 

transportation or storage of crude oil and 

natural gas before they are processed 

into industry and consumer related 

goods. This group includes pipelines, 

pumping stations, tank trucks, and rail 

tank cars; and  

 

► Downstream: Which includes facilities 

who process oil and gas condensates into 

marketable products with defined 

specifications such as gasoline, diesel or 

feedstocks.  

 

 

As an example, some of the major oil & gas 

facilities located within AIH includes the Shell 

Scotford upgrader and manufacturing facility 

in Strathcona County, and the Plains 

Midstream fractionation and storage facility 

in the City of Fort Saskatchewan. In terms of 

the former, the upgrader is responsible for 

converting bitumen, which is described as a 

viscous mixture of hydrocarbons that 

contains high levels of sulphur and nitrogen 

compounds into synthetic crude oil.8  From 

there, the Shell Scotford manufacturing 

facility uses this processed bitumen to 

produce various by-products, which are then 

used as inputs for other industries located 

within the region. Some of these processed 

products include gasoline, low sulphur diesel, 

jet fuel, propane, styrene monmer (i.e., 

primary ingredient in hard plastics) and 

ethylene glycol (i.e., primary ingredient in 

the production of soft plastics, polyester 

fabric, and antifreeze). In terms of the latter, 

the Plains Midstream fractionation facility 

brings in and treats natural gas liquids 

(“NGLs”), which are then dispersed to 

petrochemical facilities as feedstock both 

locally and provincially.  

 

Petrochemical 

Often considered an extension of the oil and 

gas industry, the petrochemical industry also 

plays an important role in the overall 

 

Table 6. Primary Operational Function of Businesses in AIH 

Operational Function   

Bitumen Upgrading Petroleum Refining Petrochemicals 

Plastics Mineral Processing Metal Refining 

Fertilizer Production Natural Gas Processing Pipeline Terminals 

Industrial Gas Production Transportation Logistic Centre Support Services 
 

Sources: Alberta’s Industrial Heartland Association. 
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prosperity of Alberta’s Industrial Heartland.  

Members of the petrochemical industry are 

primarily responsible for converting oil, 

natural gas, ore and minerals into products 

that are used for a variety of different 

applications. For instance, some of the 

products produced by the petrochemical 

industry within the Heartland includes, but is 

not limited to, various plastics, paints, 

rubbers, fertilizers, detergents, dyes, 

textiles, and solvents, etc. The petrochemical 

industry within AIH is also heavily dependent 

on the extensive network of pipelines and 

terminals located within the area, where for 

example Petrogas EnergyCorp’s Fort 

Saskatchewan Terminal is responsible for 

receiving, storing and transporting 

petrochemical products produced within the 

Heartland to various distributors and 

suppliers across the province. Other critical 

terminals within the Heartland includes 

Keyera’s Josephburg Rail Terminal and 

Cenovus’s North American Terminal 

Operations (“NATO”) in Lamont County. 

Some of the larger petrochemical companies 

within Alberta’s Industrial Heartland include 

Dow Chemical Canada, Pembina, and Praxair.  

 

Manufacturing 

The manufacturing sector in Alberta’s 

Industrial Heartland is closely linked with 

other sectors throughout the hydrocarbon 

processing region. Companies classified in 

the manufacturing sector are responsible for 

providing a wide range of goods and services 

to the area such as: 

► Processing agricultural commodities and 

specialized food ingredients to a wide 

range of consumers in the livestock, 

poultry, food processor, foodservice and 

bakery industries;  

► Grades of polymer-modified asphalt 

technologies for road construction and 

maintenance; 

► Recycled rubber products for industrial, 

municipal, commercial, agriculture, and 

residential applications; 

► Chemical technologies widely used in the 

pulp and mining industries and in 

environmental applications; and  

► Modules and components for the 

petrochemical, pulp & paper, and public 

industries. 

One of the larger manufacturing companies 

within AIH is Sherritt International, which is 

located in the City of Fort Saskatchewan. 

Specifically, the facility is part of the 

company’s larger integrated nickel business 

and produces high-purity nickel and cobalt 

for international markets, as well as 

ammonia-based fertilizers and sulphuric acid 

for internal use and sale into local and 

domestic markets. The area is also home to 

Sherritt’s global metallurgical technologies 

consulting business. Another manufacturing 

company is Nutrien, which operates the 

largest fertilizer complex in North America, 

and produces nearly 680,000 tonnes of 

ammonium phosphate and 1.4 million tonnes 

of nitrogen-based nutrients.  
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2.4 Industry Clusters

This section identifies the current key 

industrial clusters within the AIH region. 

Industry clusters are groups of 

interconnected or related firms that co-

locate to the same geographical locations for 

both productivity and cost saving measures, 

a concept often referred to as economies of 

agglomeration. These clusters usually 

include entities such as educational 

institutions and research organizations that 

interact with one another. The dynamics and 

interaction between the different firms and 

leaders within each firm, whether through 

supply chain linkages or transfer of labour 

and knowledge, is typically what drives 

innovation and increases productivity and 

competitiveness. This is driven by labour 

market pooling, supplier specialization, and 

“knowledge spillovers”, which is defined as 

the exchange of ideas and expertise between 

firms and institutions within a given region. 

Generally, there are four distinct categories 

of clusters which exhibit various properties, 

which are defined as the following:  

► Emerging Clusters: Industry clusters 

that do not currently have a strong 

concentration in a region but have 

considerable potential as a result of  

linkages with existing related clusters of 

firms or trends in an industry that allow 

for a new niche of clusters that are an 

extension of other clusters, or lie at the 

intersection of two or more clusters; 

► Growth Clusters: Industry clusters that 

currently have a considerable regional 

concentration and promise for continued 

growth in the future based on current 

trends and conditions; 

► Established/Mature Clusters: Industry 

clusters that have a considerable 

regional concentration but are expected 

to stagnate. These clusters may be in 

danger of declining if competitive 

conditions are unfavourable; and 

► Declining Clusters: Industry clusters 

already past the peak of their life cycle 

and currently in decline. These clusters 

will likely continue a downward trajectory 

if firms do not innovate and local 

conditions do not improve. 

An effective quantitative approach for 

identifying and analyzing these clusters is to 

map the relationship between each cluster’s 

location quotient, the clusters employment 

growth, and the clusters share of total 

employment. An industries location quotient 

is a way of quantifying how “concentrated” 

an industry is within a region in comparison 

to a larger geographical area, which in this 

case would be the province of Alberta. Figure 

3 maps these aggregate clusters into one of 

four quadrants, which represents each 

industry respective cluster type. Specifically, 

clusters located in the upper-right quadrant 

represent growth clusters, upper-left 

quadrant represents established/mature 

clusters, lower-right quadrant represents 

emerging clusters, and the lower-left 

quadrant represents declining clusters. From 

 

Figure 3. Industry Clusters in AIH Region  

 
Notes: The two axes represent the change in 

employment. The numbers in brackets represent 
the corresponding two-digit NAICS codes. The 
bubble size indicates the size of the industry in 
AIH region by head count. 

Sources: Statistics Canada 2016 Census Program, 
stakeholder data and 2011 National Household 
Survey. 
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Figure 3, both the manufacturing and 

transportation and warehousing industries 

appear to be categorized as growth clusters 

within AIH, as both have location quotients 

that exceed 1 and have experienced positive 

employment growth. The categorization of 

these clusters is likely attributed to the vast 

capital and infrastructure developments that 

has occurred within the boundaries of AIH 

over the last several years, which in turn has 

caused a positive demand shock for 

employment in both industries and has 

therefore increased the industries overall 

concentration in the area.  For a similar 

analysis at the municipal level, please refer to 

appendix A.7. 

 

Local Industry Competitiveness 

A Shift-Share Analysis (“SSA”) is one 

technique used to determine the 

competitiveness of industries within a given 

location. The SSA can be a powerful tool for 

understanding the dynamics of local industry 

growth that illustrates (i) the portion of total 

change in employment for each industry 

within Alberta’s Industrial Heartland that can 

be explained by total growth in employment 

across all industries at the national level, (ii) 

the portion of employment growth explained 

by the performance of a specific industry at 

the national level, and (iii) the portion 

attributed to unique influences within AIH 

itself.  In other words, an SSA is a standard 

model for regional analysis which attempts to 

determine how much of an area’s growth can 

be attributed to national economic trends 

and how much can be attributed to unique 

regional growth factors. Additionally, an SSA 

explains why regional economic conditions 

may differ from national level trends.  The 

components of an SSA are broken down as 

follows: 

► National Growth Effect: The national 

growth effect explains how much 

economic growth in a region can be 

attributed to the overall growth rate in 

the national economy;  

► Industry Mixed Effect: Industry mixed 

effect represent the portion of an area’s 

growth that can be attributed to that 

industry’s national level growth. This 

helps distinguish between high-growth 

regions from low-growth regions based 

on the underlying growth rates of its 

industries; and 

► Regional Competitive Effect: The 

regional competitive effect explains the 

change in a given industry that is due to 

some unique competitive advantage that 

the region possesses, because this 

growth cannot be explained by national 

trends in that industry or in the general 

economy. 

Figure 4 shows the change in employment 

for industries located in AIH which can be 

attributed to both the industry mixed effect 

and regional competitive effect described 

previously. The size of the bubbles 

specifically indicates the industry’s 

employment level in 2016, where the larger 

the bubble, the higher the total share of 

employment. 

 

Figure 4 indicates that unique influences 

within Alberta’s Industrial Heartland have 

attributed to a loss of employment in 

industries south of the horizontal axis, while 

at the same time have led to a gain in 

employment for industries north of the 

horizontal axis. These regional competitive 

effects can be generated by factors such as 

geographical location, legislation and 

regulations, population characteristics or 

natural resources, etc.   

Figure 4. Competitiveness of Industries in  
                 AIH Region 

 
Notes: The two axis represent the change in 

employment.  Bubble size indicates the  size of 
the industry in AIH region by head count. 

Sources: Statistics Canada 2016 Census Program, 
stakeholder data and 2011 National Household 
Survey. 
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Looking at Figure 4, growth in the 

manufacturing industry has largely been 

attributed to these regional factors, which as 

explained previously, is likely a result of the 

extensive capital investments within the area 

over the last several years. Examples of 

recent capital investments within AIH 

include:  

 

► Northwest Redwater Partnership-

Sturgeon Refinery;  

► Plains Midstream-NGL Fractionation 

Expansion; and 

► Pembina Pipeline-Canadian Diluent 

Terminal. 

 

For a more detailed breakdown of how these 

different effects are calculated, please refer 

to appendix A.4. 

 

Local Industry Concentrations 

The Alberta Industrial Heartland is 

characterized by local industries that have 

higher shares of employment when 

compared to the same industry at both the 

provincial and national levels. These local 

industries are referred to as “concentrated 

industries.” An effective way to quantify the 

local industry concentrations is to calculate 

the location quotients for each of these 

industries. The location quotient refers to the 

ratio of the employment share for an industry 

within AIH to that of the employment share 

for the same industry both provincially and 

nationally. If the location quotient exceeds 

1.0 for a given industry, then the industry’s 

employment share at the regional level 

exceeds its provincial and national share, 

indicating the industry is more concentrated 

within that respective region. Figure 5 

presents the location quotients for each of 

the identified industries in AIH at the 

provincial level and suggest that the 

manufacturing industry (NAICS 31-33) is 

heavily concentrated in the area, with a 

location quotient of approximately 15.9. This 

suggests that the industry is approximately 

sixteen times more concentrated in AIH in 

comparison to the rest of the province. 

Additionally, the utilities industry (NAICS 22) 

also has a location quotient of approximately 

3.8, suggesting that it is about four times 

more concentrated in AIH when compared to 

the rest of Alberta. On the other hand, the 

wholesale trade industry (NAICS 41) appears 

to not be concentrated in AIH, as the location 

quotient is .2 respectively. 

 

Figure 5. AIH Region Provincial Location Quotients 

 

Notes: Location quotients are ratios that compare employment shares for industries within the AIH region to the  

same industry at the provincial level. Digits in brackets represents two-digit NAICS codes. 

Sources: Statistics Canada 2016 Census Program, stakeholder data and EY calculations. 
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In comparison, Figure 6 presents the 

estimated location quotients for each of the 

select industries at the national level. Like 

the results displayed in Figure 5, industries 

that are highly concentrated within Alberta’s 

Industrial Heartland include both the 

manufacturing (NAICS 31-33) and utilities 

(NAICS 22) industries. The location quotients 

in this case are 10.3 and 4.9, indicating that 

the manufacturing industry is over ten times 

more concentrated in AIH in comparison to 

Canada, while the utilities industry is 

approximately five times more concentrated. 

Table 7 presents a breakdown of both the 

provincial and national location quotients 

displayed in Figure 5 and Figure 6. For a 

similar analysis at the municipal level, please 

refer to appendix A.8. 

 
 
 
 

Figure 6. AIH Region National Location Quotients 

 

Notes: Location quotients are ratios that compare employment shares for industries within AIH to the same 

industry at the national level. Digits in brackets represents two-digit NAICS codes. 

Sources: Statistics Canada 2016 Census Program, stakeholder data and EY calculations. 
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Table 7. Provincial and National Location Quotients for AIH Industries 

Industry Location Quotient-Provincial Location Quotient-National 

Transportation & Warehousing 1.1 1.2 
Manufacturing 15.9 10.3 
Wholesale Trade  0.2 0.2 
Utilities  3.8 4.9 

 

Notes: Location quotients have been rounded. 

Sources: Statistics Canada 2016 Census Program, stakeholder data and EY calculations. 
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2.5  Economic Outlook and Market Trends

This section provides an overview of the 

projected economic developments within the 

province of Alberta and AlH. To start, the 

economic series outlined in this section 

include real GDP growth, total employment 

levels, unemployment rates, real disposable 

income per capita, and finally population 

growth rates. Figures for each series are 

presented for years 2015 through 2022 in 

Table 8 below. Real GDP, measured as the 

monetary market value of goods and services 

produced within a given time and for a 

specific economic region, for the province of 

Alberta is approximately CAD $336 billion in 

2015 and is projected to increase to CAD 

$372.7 billion by 2022. Both the 

employment and population growth rates are 

expected to increase over the same period, 

where for example the number of people 

employed within the province is projected to 

increase by approximately 119,000 people. 

At the same time, the population of the 

province is projected to increase by 494,000 

people. Additionally, the unemployment rate 

should remain relatively static at around 6%, 

which is slightly higher when compared to 

other provinces across the country. Finally, 

real income per capita is expected to 

decrease slightly from 2015 to 2022, going 

from CAD $39,500 to approximately CAD 

$34,400.9 These indicators suggest that the 

economic outlook for the province of Alberta 

is positive. As a result, the AIH region should 

benefit from the positive macroeconomic 

trends occurring across the province. 

  

 

 

Table 8. Economic Outlook for the Province of Alberta 

 2015 2016 2017 2018 2019 2020 2021  2022 

Real GDP ($ millions, 2012 prices) 336,236 322,637 336,297 345,364 350,613 357,501 365,092  372,736 

    Annual change (%) - -4.0 4.2 2.7 1.5 2.0 2.1  2.1 

Total employment (000’s) 2,301 2,265 2,288 2,330 2,347 2,365 2,391  2,420 

    Annual change (%) - -1.6 1.0 1.8 0.7 0.8 1.1  1.2 

Unemployment rate (%) 6 8.1 7.8 6.6 6.4 5.9 5.9  5.9 

    Annual change (%) - 34.7 -3.8 -15.4 -4.0 -7.2 -.3.0  -.6.0 

Real Disposable Income per Capita ($ thousands, 2012 prices) 39.5 34.4 34.5 34.9 34.4 34.2 34.3  34.4 

    Annual change (%) - -12.8 0.2 1.1 -1.5 -0.5 0.3  0.4 

Population (000’s) 4,137 4,189 4,239 4,299 4,379 4,463 4,547  4,631 

    Annual change (%) - 1.3 1.2 1.4 1.9 1.9 1.9  1.9 
 

Notes: Shaded area represents forecast data. The “Annual change (%)” in italics is the percentage change from the previous year. Percentages have been rounded. 

Sources: Oxford Economics. 
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On a more granular level, the economic 

outlook of Alberta’s Industrial Heartland will 

depend on the following key factors listed 

below, each of which is described in further 

detail in the sections that follow: 

► Input and output prices;  

► Provincial and federal incentive 

programs;  

► Education trends; and  

► Technology shocks. 

Input and Output Prices 

Largely applicable to both the oil & gas and 

petrochemical industries, the long-run 

economic prosperity of companies within 

these sectors will depend on both input and 

output prices, as well as their overall 

operational efficiency.  For example, the 

Heartland is home to some of Canada’s most 

notable oil and gas refineries, whose primary 

function is to process upgraded crude oils 

into consumer related goods. As a result, the 

profitability of these facilities is often 

determined by their “crack spreads”, which is 

measured by the difference between crude 

oil prices (i.e., input prices) and wholesale 

petroleum product prices (i.e., output 

prices). In this case, wholesale petroleum 

products typically refer to goods such as 

gasoline, low sulphur diesel, jet fuels, and 

distillate fuels. As a result, to ensure these 

facilities are viable and self-sustaining, these 

crack spreads should be as large as possible.   

 

However, due to the overall size and 

complexity of both the oil & gas and 

petrochemical industries, companies within 

AIH are considered price takers in today’s 

market. This means that they have little to no 

influence over both the prices of their inputs 

and output and must therefore also rely on 

their operational efficiencies to benefit 

economically long-term. Specifically, 

companies within AIH would benefit by 

continuing to invest in measures and 

procedures that allow them to produce more 

output with less inputs, thereby continuing to 

exhibit increasing returns to scale. By doing 

so, companies will be able to increase their 

gross margins, which in turn should lead to 

positive economic spillovers through 

increased expenditures in both the regional, 

provincial and national economies.10  

 

Focusing on the upgrading segment of the 

industry, facilities such as the Shell Scotford 

upgrader in Strathcona County benefit from 

the price differential between light/sweet 

and heavy/sour crude oils. According to IHS 

Markit, a typical Alberta upgrading facility, 

which mostly processes bitumen into lighter 

crude oils, has an operating cost equal to 

USD $8-$10 a barrel. After adjusting for 

capital related expenditures, to be profitable, 

this light/heavy price differential should be 

equal to or greater than USD $25 a barrel. 

Table 9 presents past, current and 

forecasted light/heavy price spreads from 

2015-2022.  As one can see, the difference 

between a barrel of Canadian Light Sweet 

(“CLS”) and Western Canada Select (“WCS”) 

is expected to hit its peak in 2018 over this 

period, with a differential of approximately 

USD $16.7 a barrel. This is still well below the 

ideal threshold and will likely hinder the 

operations and profitability of companies 

engaged in conventional upgrading within 

the region. As a result, a potential economic 

driver for Alberta’s Industrial Heartland will 

be to focus attention on attracting 

businesses and investments centered on 

partial upgrading (i.e., high conversion 

Table 9.  Light/Heavy Price Differential 

 2015 2016 2017 2018 2019 2020 2021  2022 

Canadian Light Sweet ($USD) 57.5 52.8 61.8 69 75.3 77.9 82.3  84.8 

Western Canada Select ($USD) 44.8 38.9 50.2 52.3 59.5 62.3 67.4  69.5 

    Price Differential ($USD) 12.7 13.9 11.6 16.7 15.8 15.6 14.9  15.3 
 

Notes: Shaded area represents forecast data. The “ Price Differential” in italics is the price difference between a  

barrel of Canadian Light Sweet and Western Canada Select. Figures are in USD and reflect annual price  

averages. Forecasts are subject to change based on the discretion of Sproule Energy. 

Sources: Sproule Energy and EY calculations. 
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refineries/upgraders), which has already 

begun with the Government of Alberta’s 

Partial Upgrading Program.11 

 

Provincial & Federal Incentive Programs 

Another key economic driver for Alberta’s 

Industrial Heartland will centre on the 

continued success of the various provincial 

incentive programs that have been put in 

place over recent years. These programs 

include for example the Petrochemicals 

Diversification Program (“PDP”), the 

Petrochemicals Feedstock Infrastructure 

Program (“PFIP”) and the Partial Upgrading 

Program (“PUP”). Collectively, these 

programs offer companies associated with 

the Heartland upwards of CAD $3 billion in 

loans and royalty credits, which should in 

turn act as a significant pull factor for 

attracting capital investment to the area. In 

regards to the PDP, the Government of 

Alberta has set aside approximately CAD 

$1.1 billion in royalty credits to encourage 

companies to build facilities that turn 

common feedstocks such as ethane, 

methane and propane into value-added 

products.12 Additionally, under the PFIP, the 

Government has established a CAD $1 billion 

grant and loan program that provides 

companies with funds to build facilities that 

supply NGLs to petrochemical manufacturers 

throughout the province.13  Finally, the PUP 

was designed to subsidize the construction of 

bitumen upgrading facilities to improve the 

quality of the provinces energy resources. 

Specifically, the PUP provides financial 

incentives to encourage companies to build 

bitumen upgrading facilities that reduce the 

thickness of oil, so that it can be transported 

more efficiently through the regions 

extensive pipeline networks.14 As of today, 

funds from these initiatives have gone 

towards the following projects located within 

the Heartland, which should generate 

positive economic outcomes in the form of 

increased investment spending, job creation, 

expanded market outreach, and an increase 

in the diversification of Alberta’s economy: 

► Pembina Pipeline Corporation-Under 

the PDP, Pembina received CAD $300 

million in royalty credits to build a CAD 

$4.5 billion dehydrogenation and 

polypropylene facility in Sturgeon 

County;  

► Inter Pipeline- Received CAD $200 

million from the PDP in future royalty 

credits to build an integrated 

petrochemicals complex that will be used 

to process propane into value-added 

plastics products. The facility carries a 

price tag of approximately CAD $3.5 

billion. Inter Pipeline also received CAD 

$70 million in credits to build an acrylic 

acid facility near the City of Fort 

Saskatchewan; and  

► Value Chain Solutions Inc.-Obtained a 

CAD $440 million loan guarantee to build 

and operate a commercial-scale partial 

upgrader in the Heartland.  

For instance, the partial upgrader being built 

by Value Chain Solutions Inc., is expected to 

create more than 2,000 construction jobs 

and generate 200 full-time jobs once the 

facility becomes fully operational.  Moreover, 

Inter Pipelines acrylic acid facility is expected 

to create 600 construction jobs and 50 full-

time jobs. 15 

 

From a federal perspective, Alberta’s 

Industrial Heartland will also benefit 

economically from the Government of 

Canada’s recent changes to the country’s 

corporate tax structure, and more 

specifically the introduction of the 

Accelerated Investment Incentive (“AII”). 

The AII has made substantial alterations to 

the rules set forth under Canada’s Capital 

Cost Allowance, which required businesses to 

deduct the costs of various capital 

investments (i.e., buildings, machinery, and 

equipment, etc.) over a time that 

corresponds to the expected return of the 

asset itself. Under the AII however, 

businesses will now be able to write off a 

larger share of their costs in the year in which 

the investment is made, which will make it 

more attractive to invest in these assets and 

free up funds to support other business-

related needs.16   
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Education Trends 

Additionally, Alberta’s Industrial Heartland 

will benefit economically through its ability to 

attract and maintain a young and skilled 

workforce. Figure 7 on the left provides an 

overview of the total post-secondary 

enrollment numbers within the province of 

Alberta from years 2012 to 2018. 

Specifically, these statistics account for full-

load equivalents (“FLE”) within Alberta’s 

publicly funded post-secondary education 

system. FLE is measured by taking the total 

number of school hours accumulated by 

students within a program and dividing by the 

full-load capacity of that program. The FLE 

metric is used because it standardizes this 

number across institutions and programs, 

allowing for an easy and straight forward 

comparison. These numbers account for 

those who were enrolled in general 

undergraduate programs, post-graduate 

programs (i.e., master’s, PhD’s, etc.), 

apprenticeship and trades programs, etc.  

From here we can see that there has been a 

general increase in the number of FLEs 

enrolled across the province, which provides 

companies within Alberta’s Industrial 

Heartland with quick and easy access to local 

talent that is required to fill their labour 

demand needs. 

 

Trends in programs that are applicable to 

occupations within Alberta’s Industrial 

Heartland can be seen on the right side of 

Figure 7, which displays the number of FLEs 

enrolled in program bands related to trades 

& technologists, as well as those in the 

physical, natural & applied sciences. While 

the number of FLEs enrolled in the physical, 

natural & applied sciences has remained 

relatively stable and robust over the last six 

years, there has been a slight drop in FLEs 

enrolled in trades and technologist related 

programs.  

 

 

 

 

 

 

 

 

 

 

 

 

Figure 7. Total FLE Enrollment in Alberta’s Post-Secondary Education System, 2012-2018 

 

Notes: Total enrollment numbers have been rounded and are representative of Full Load Equivalents (“FLE”). 

Sources: Government of Alberta Statistics and Alberta Advanced Education Learner & Enrollment Reporting System. 
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2.6  SWOT Analysis

This section identifies the strengths, weaknesses, opportunities and threats related to AIH’s current state and economic outlook. The analysis is based 

on the gathered information presented above and categorized into four key themes, which include demographics, economics, external market trends 

and finally business climate. We use this information to inform the regional economic impact analysis and comment on how it relates to future economic 

impacts. 

D
e
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Strengths Weaknesses 

► The EMR is the youngest metropolitan region in Canada. Currently, 

40% of the residents within the area are under the age of 30. 

► The 5-year percentage growth in the area’s population has 

outpaced that of the province of Alberta, suggesting that it has 

absorbed a large share of the province’s net-migration flows. 

► The median after-tax income of the area is substantially higher 

when compared to both the province of Alberta and Canada. As a 

result, this will likely act as a significant pull-factor for attracting 

human capital. 

► High house prices may mitigate the appeal of the area for 

younger individuals and families, which in turn may impact 

future labour pools for members of the Heartland. 

 

Opportunities Threats 

► The area is conveniently located to some of the province’s leading 

research institutions, which includes the National Institute for 

Nanotechnology, the Mineral Core Research Facility, and the 

CanmetENERGY Research Facility.   

 

► There has been a slight decline in the number of FLEs enrolled 

in trades and technologist related programs within Alberta’s 

post-secondary education system. This could pose an issue 

when it comes to meeting labour demand needs for certain 

companies within AIH. 
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Strengths Weaknesses 

► The area currently has over CAD $40 billion in investments and is 

also Canada’s largest hydrocarbon processing centre.  

► The area contributes approximately CAD $2 billion in local 

spending. 

► Conveniently located near the oil sands and is home to companies 

in some of Canada’s most economically vital industries and sectors. 

► The economics of conventional upgrading primarily lies in the 

price differential (i.e., spread) between light and heavy crude 

oils. For upgraders to be economically viable, this spread 

should be more than CAD $25 per barrel.  Recent forecasts 

suggest that this differential will fall short of this threshold, 

which has the potential to impact the profitability and 

economic sustainability of these facilities within the 

Heartland. 

Opportunities Threats 

► Automation technologies pose opportunities to help operations in 

several industries and sectors located within AIH, which includes 

for example both the midstream and downstream portions of the 

oil & gas industry.  

► Given the increase in demand for heavy crude oils, AIH can capture 

significant market share by focusing its attention on attracting 

businesses engaged in partial upgrading. 

 

► In 2017, the United States passed comprehensive tax reforms 

that lowered its corporate tax rate from 35% to 21%, as well 

as initiated a 100% bonus depreciation on eligible capital 

investments. This will likely increase the overall attractiveness 

of the United States as a region for investment, which could 

pose long-term issues for AIH. 
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Strengths Weaknesses 

► The weaker than average Canadian dollar should help alleviate 

some of the impacts on oil producers and manufacturers in the 

area, by making products manufactured in AIH more attractive 

within international markets.  

► Petrochemical and chemical producers within the area will 

benefit from various agreements signed with Canada’s closest 

trading partners. This includes the Chemical Tariff 

Harmonization Agreement (“CTHA”), where tariffs placed on 

chemical and petrochemical exports are lower in comparison to 

other consumer related goods.  

 

► High labour costs associated with the region may have an 

impact on both current companies’ gross margins and potential 

future investments. 

 

Opportunities Threats 

► Research and development (R&D) costs in Canada are, for the 

most part, lower when compared to other G7 countries. This 

presents a significant advantage for attracting new businesses to 

the area.  

► One of the larger drivers of economic growth within Canada over 

the last 5-years has been consumer expenditures. Given the fact 

that many of the materials and products manufactured in AIH are 

used as inputs for consumer goods, this represents a positive 

indicator for many of the industries and sectors located within 

the Heartland.  

► Rising interest rates from the Bank of Canada could hinder   

future follow-on investments in the area. 
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Strengths Weaknesses 

► The Government of Alberta has contributed substantially to the 

area, with initiatives such as the Petrochemicals Diversification 

Program, the Petrochemicals Feedstock Infrastructure Program 

and the Partial Upgrading Program.  

► Canada has one of the most favourable corporate tax rates 

amongst the G7 countries.  

► Total petrochemical investment in Canada over the last 5-years 

has been less than 2%, where traditionally it accounts for 

approximately 10% of all investments in North America. 

 

Opportunities Threats 

► The area has the potential to attract over CAD $30 billion in new 

capital investments by 2030. This includes CAD $8-$12 billion in 

ethylene and polyethylene facilities alone.  

 

► The United States has received over CAD $240 billion in 

petrochemical investments over the last 5-years, whereas 

Canada has only received approximately CAD $3 billion.  

► Canada ranked 14th on the global competitiveness index in 

2017-2018 according to the World Economic Forum, which was 

a result of inefficient government bureaucracy. 
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3.1 Description of Capital and Operation Expenditures 
 

The following section describes in detail both 

the operational expenditures (“OPEX”) and 

capital expenditures (“CAPEX”) used to 

derive the direct, indirect and induced 

economic impacts presented in this Report. 

In working with Alberta’s Industrial Heartland 

Association, EY was able to obtain a list of 

companies with whom are considered to 

generate the most economic activity in the 

area. Through stakeholder consultation with 

representatives from these companies, as 

well as performing various benchmarking 

techniques, EY was able to obtain and derive 

annual capital and operational expenditures 

for years 2017 through 2020. These results 

formed the basis of our analysis.  

 

Operational Expenditures 

Data and information on general operation 

expenditures for key stakeholders was 

collected. Operating expenditures refer to 

the day-to-day maintenance and 

administrative costs associated with running 

a business, and include line items such as 

accounting and legal fees, bank charges, 

wages and salaries and travel expenses, etc. 

Specifically, operating expenditures can be 

categorized into the following three distinct 

groupings:  

► Fixed Costs: costs that do not change 

over time and must be paid regardless of 

business activities or performance.  

 

examples of fixed costs include rent, 

overhead costs, insurance, and 

equipment related costs;  

► Variable Costs: costs that vary (i.e., 

change) over time with production. The 

relationship between variable costs and 

production are positively correlated, 

indicating that as production increases 

so too do these costs. Examples of 

variable costs include raw material costs, 

payroll, utilities, etc.; and  

► Semi-Variable or Semi-Fixed Costs:  

costs that have criteria that satisfy both 

variable and fixed costs. These costs vary 

in part with increases or decreases in 

production, but still exist when 

production is zero.  

Since there is little change in operational 

expenditures on a year-to-year basis, our 

analysis focused on expenditures that occur 

within the 2019 fiscal year (“FY”). As a 

result, total operational expenditures for 

2019 are approximately CAD $2.837 billion. 

Figure 8 presents a breakdown of these 

expenditures based on stakeholder 

responses. 

 

Capital Expenditures 

As with operational expenditures, monies 

spent on capital expenditures within AIH 

were also collected. CAPEX is a useful metric 

for determining how a company expects to 

maintain and grow its business over time. 

Both sustaining and growth-related capital 

expenditures were considered for years 

2017-2020. Total capital expenditures 

within the Heartland over this period are 

approximately CAD $11.274 billion.  

 

Adjustments and Considerations  

As a result of gaps in the data, for some of 

the stakeholders involved, EY relied on 

publicly available data, documents and EY 

subject matter personnel to derive sensible 

 

Figure 8. Percentage Breakdown of OPEX in 
                AIH Region 

 

Notes: Percentages have been rounded and based on 

 estimates of surveyed stakeholder responses. 

Sources: Stakeholder data and EY calculations. 
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operation and capital expenditures. Publicly 

available data centered on company 

shareholder documents, as well as credible 

industry reports.  Some of the calculations in 

our analysis involved estimating OPEX and 

CAPEX associated with chemical and oil 

facilities, storage complexes, and 

transportation costs by rail and pipeline.  
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3.2  Methodology 

To derive the direct, indirect, and induced 

economic impacts presented in this Report, 

EY carried out a comprehensive economic 

impact assessment (“EIA”) using detailed 

data from Statistics Canada, expenditure 

data from key stakeholders and combined it 

with our own proprietary economic model 

tools, which are founded on the principles of 

Statistic Canada’s Input-Output (“I-O”) 

model. 

 

Direct, Indirect, and Induced Impacts 

Using the framework from the I-O model,  we 

were able to capture the economic impacts of 

Alberta’s Industrial Heartland via three 

distinct channels; direct, indirect, and 

induced impacts. These impacts individually, 

and collectively represent how the activities 

within AIH ripple throughout the local, 

provincial and national economies. Figure 9 

presents a visual example of how these 

impacts are interlined with one another. 

More intuitively, we define each of these 

impacts as follows: 

► Direct impacts include the “incremental” 

economic impacts supported directly by 

the capital and operational expenditures 

of the companies located within Alberta’s 

Industrial Heartland. These impacts 

represent  “value-added” contributions  

to the economy, and include for example 

the monies spent on the construction of 

new facilities or employee wages and 

benefits; 

► Indirect impacts include the economic 

impact from business activities 

supporting the operations of the 

companies located in Alberta’s Industrial 

Heartland. The indirect impacts include, 

among other things, the impacts from 

suppliers’ spending when purchasing 

goods and services from other suppliers 

in the area. For AIH, this could include for 

example the expenditures by general 

contractors on goods and services such 

as lumber, equipment, and labour; and  

► Induced impacts include the economic 

impacts that occur when employees that 

benefit from the economic activity in the 

area spend their incomes on goods and 

services throughout the economy. The 

induced activities are assumed to be 

primarily in service or consumer-related 

industries such as retail, transportation, 

accommodation, restaurants, housing 

and finance. The jobs and incomes that 

result from these consumer expenditures 

are also considered induced impacts. 

 

 

Figure 9. Example of Direct, Indirect and Induced Economic Impacts 

 

Sources: EY illustration. 
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Induced impacts can be estimated based 

on any number of rounds or iterations of 

recycling income into increased 

spending, economic activity, and 

additional income. Induced impacts are 

often estimated based on infinite 

iterations of these activities. 

The Model 

A static I-O model has been used to assess 

the economic impact of Alberta’s Industrial 

Heartland. This method was selected due to 

its flexibility in providing a reliable, cost 

efficient way to assess regional, provincial, 

and national impacts. The I-O model first 

translates direct impacts into indirect and 

induced economic impacts, which collectively 

define the total economic impact of Alberta’s 

Industrial Heartland. These impacts will be 

expressed in terms of the following economic 

indicators: 

► Gross Output: The total economic 

activity of new goods and services 

because of activities occurring within a 

particular area (i.e., Edmonton 

Metropolitan Region, etc.). This is a 

broader measure of the economy in 

comparison to GDP; 

► Gross Domestic Product (“GDP”): GDP, 

or local value added, is a measure of the 

value of all final goods and services 

produced in a specific region; 

► Wages or labour income: A component 

of the local value-added that measures 

total employee compensation (value of 

wages and benefits) and proprietor 

income; and 

► Full-time equivalent employment 

(“FTEs”): This refers to the total number 

of employee jobs that are converted to 

full-time equivalence based on the 

average full-time hours worked. This is a 

better estimate as it does not overstate 

or understate the number of jobs 

created. This measure does not account 

for those who are self-employed; 

 

 

 

Economic Impact Estimation 

To estimate the total economic impact of the 

activities within AIH, we use Statistics 

Canada’s most recent economic multipliers 

from 2015. These multipliers reflect how 

Statistics Canada tracks the interdependency 

between all the sectors in the economy. Each 

of these multipliers is a number that 

describes the size of the total economic 

impacts for a given level of spending.  

Statistics Canada’s I-O model is used by both 

public and private sector organizations and 

other researchers and is based on a widely 

accepted methodology for estimating these 

types of economic linkages. 

 

Figure 10. Illustrative Example of Regional, Provincial and National Impacts 

 

Sources: EY illustration. 
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Limitations and Shortcomings 

While the I-O methodology outlined above is 

widely accepted for carrying out EIA, it does 

have certain limitations and shortcomings. 

Brief descriptions of notable limitations are 

described below, with a more detailed 

overview provided in appendix A.1 . 

 

► I-O models assume that there is an 

unlimited supply of workers available 

for production. It does not consider that 

expanding production in one industry 

could result in a redistribution of labour 

as opposed to an increase in employment 

in another. More specifically, the 

numbers provided by the I-O model in 

terms of FTEs may not necessarily imply 

an incremental change in total workers, 

but rather an upper limit as to what could 

be expected; 

 

► The model assumes that all spending 

will generate positive impacts. In this 

case, all multipliers in the model are 

greater than zero, suggesting that any 

level of spending will generate positive 

economic impacts, which is not the case 

in all circumstances. Some studies have 

found that when accounting for 

macroeconomic shocks, the indirect 

impacts from government spending may 

be negative in the long run; 

 

► The I-O model assumes constant 

returns to scale. This means that an 

increase of X in inputs should lead to the 

same X increase in outputs. More 

formally, an increase in inputs causes the 

same proportional increase in outputs. 

The ratio of new inputs and outputs is 

always equal to 1;  

 

► I-O models do not take into 

consideration the alternative uses or 

opportunity costs associated with 

allocating funds towards one project vs. 

another. For example, companies 

looking to build facilities within the 

region could use those funds towards 

other alternatives, which in turn would 

produce their own economic benefits. In 

the long run, these benefits may even be 

greater than those associated with 

building these new structures. However, 

the model is unable to account for this 

discrepancy; 

 

► Results from the model should not be 

interpreted as causal. This means that 

the numbers produced by the I-O model 

may not be solely attributable to 

economic activity occurring within the 

boundaries of AIH. Assume for instance 

that the I-O model revealed that because 

of the capital and operational 

expenditures in AIH, X amount jobs 

would be created.  In this case, we cannot 

say with certainty that all X jobs would be 

a result of these expenditures directly;   

 

► The model does not account for 

substitution amongst inputs. Each 

industry in the model is regarded as 

having a single static production process. 

Further, the model does not account for 

any technology shocks that may occur, 

or consider that businesses become 

more efficient over time (i.e., learning by 

doing, etc.); and 

 

► The multipliers used in the model 

represent average effects, and not 

marginal effects. Thus, the multipliers 

are unable to account for unused 

capacity or technological changes. 
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3.3 Operational Expenditure Results

The following section describes the direct, 

indirect and induced economic impacts 

arising from the operational expenditures 

within Alberta’s Industrial Heartland. Table 

10 displays these impacts at the regional, 

provincial, and national levels. Furthermore, 

these impacts are measured in terms of FTEs, 

labour income, GDP and output 

contributions.  The impacts outlined in this 

section are expected to be sustained 

annually, barring any significant changes in 

company operations within the Heartland.  

 

Regional Impacts 

At the regional level, operational 

expenditures contribute approximately CAD 

$3.277 billion in output for the Edmonton 

Metropolitan Region,  along with CAD $1.147 

billion in GDP, CAD $1.076 billion in labour 

income and sustains approximately 17,636 

FTE jobs on an annual basis.  

 

Provincial Impacts 

Table 10 suggests that in terms of provincial 

impacts, operational activities within AIH 

sustains CAD $4.476 billion in output, CAD 

$1.756 billion in GDP, CAD $1.594 billion in 

labour income, and 23,213 FTE jobs on an 

annual basis for the province of Alberta. 

 
National Impacts 
From a national perspective, operation 

activities within the AIH sustains 

approximately 31,570 FTE jobs, CAD $1.901  

billion in labour income and contributes CAD 

$2.115 billion and CAD $5.177 billion in GDP 

and output annually for Canada. 

 

 

  

 

Table 10. Detailed Summary of AIH Operational Expenditure Impacts  

 
    

Impact FTEs Wages ($ mn) GDP ($ mn) Output ($ mn) 

Regional     

    Direct  5,529 591.3 392.9 1,679 

    Indirect 8,783 396.1 635.5 1,386.2 

    Induced  3,324 89.2 119.1 211.7 

   Total  17,636 1,076.5 1,147.4 3,276.9 

Provincial     

    Direct 6,144 739.1 491,1 2,098.7 

    Indirect 11,980 667.5 986.3 1,931.7 

    Induced 5,089 187.4 279.1 445.9 

   Total 23,213 1,594 1,756.5 4,476.4 

National     

    Direct  6,144 739.1 515.1 2,098.7 

    Indirect  17,012 862 1,184.7 2,372.6 

    Induced  8,414 299.8 415.7 705.6 

   Total  31,570 1,900.9 2,115.5 5,176.9 
 

Notes: Figures for wages, output and GDP are in millions and 2015 dollars. FTEs include both permanent and  

contract workers.  Impacts broken down into direct, indirect and induced impacts for both surveyed and  

non-surveyed stakeholders. Numbers have been rounded. Impacts are reflective of 2019 operation  

expenditures within the Heartland. Impacts based on Statistics Canada’s 2015 economic multipliers 
Sources: EY calculations and stakeholder data. 
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3.4 Capital Expenditure Results 

As with the previous section, the direct, 

indirect and induced economic impacts 

arising from capital related expenditures 

from 2017 to 2020 within the Heartland are 

presented in Table 11. Capital related 

expenditures are the sum of both sustaining 

and growth capital related expenditures and 

are expressed in terms of person-year FTEs, 

labour income, GDP and output.  

 

Regional Impacts  

Table 11 indicates that on a regional basis, 

over a period from 2017-2020, capital 

related expenditures within the Heartland 

are substantial. In this case, the total 

economic impacts from CAPEX regionally in 

terms of FTEs is approximately 6,582 

person-year jobs, while at the same time the 

amount of labour income generated over this 

time is expected to be CAD $1.020 billion. In 

terms of GDP and output, capital 

expenditures are to contribute 

approximately CAD $6.295 billion and CAD 

$10.708 billion respectively.  

 

Provincial Impacts 

At the provincial level, Table 11  indicates 

that capital expenditure within Alberta’s 

Industrial Heartland are expected to support 

7,935 person-year FTE jobs, CAD $1.581 

billion in labour income, CAD $10.501 billion 

in GDP and CAD $17.243 billion in output 

from 2017-2020.  

 
National Impacts 
Finally, CAPEX activities within AIH are to 

generate approximately 9,361 person-year 

FTE jobs, CAD $1.799 billion in labour 

income and CAD $12.295 billion in GDP. 

Additionally, these expenditures should 

create CAD $20.273 billion in output at the 

national level. 

 

 

 

 

 

 

Table 11. Detailed Summary of AIH Capital Expenditure Impacts 

 
    

Impact FTEs (Person-Year) Wages ($ mn) GDP ($ mn) Output ($ mn) 

Regional     

    Direct 4,442 726.9 4,183.7 7,165.2 

    Indirect 1,227 189.7 1,316.5 2,320.5 

    Induced 913 103.8 794.7 1,222.5 

   Total  6,582 1,020.4 6,294.9 10,708.2 

Provincial     

    Direct 4,937 1,038.4 6,146.8 10,235.9 

    Indirect 1,676 336.2 2,320 3,948.5 

    Induced  1,322 206.8 2,034.1 3,058.8 

   Total 7,935 1,581.5 10,500.9 17,243.2 

National     

    Direct  4,937 1,038.4 6,331.7 10,235.9 

    Indirect  2,412 451.4 3,118.4 5,510.9 

    Induced  2,012 309 2,845.2 4,526.1 

   Total  9,361 1,798.8 12,295.3 20,272.9 
 

Notes: Figures for wages, output and GDP are in millions and 2015 dollars. FTEs are expressed in person-years and  

are inclusive of both permanent and contract workers.Impacts broken down into direct, indirect and induced  

impacts for both surveyed and non-surveyed stakeholders. Numbers have been rounded. Impacts account for 

capital related expenditures from 2017-2020. Impacts based on Statistics Canada’s 2015 economic multipliers. 
Sources: EY calculations and stakeholder data.  
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A.1  The Input-Output Model: Assumptions and Restrictions

The following appendix outlines the 

assumptions and restrictions associated with 

the I-O model used to perform the economic 

impact analysis in this Report. The I-O model 

is subject to limitations both in concept and 

implementation. Like any economic model, 

the I-O model is conceptually an abstraction 

which attempts to be complex enough to 

accurately capture and estimate the most 

significant impacts to the real-life economy 

caused by economic activity, yet simple 

enough to be analytically and intuitively 

meaningful.  

 

An I-O model reflects the observed 

interdependency between all sectors of the 

economy. For Canada, Statistics Canada 

reports for the 236 industrial sectors in the 

economy: (1) how each sector relies on the 

other 235 sectors for inputs to their 

production; and (2) how each sector supplies 

its products and services to each of the 

remaining 235 sectors. While an I-O model 

provides a consistent and innovative way of 

measuring the economic effects of an 

economic activity, one should be aware of 

the assumptions and limitations imposed on 

the models underlying approach. Some of 

these assumptions include: 

► The relationship between industry inputs 

and outputs is linear and fixed, meaning 

that a change in demand for the outputs 

of any industry will result in a 

proportional change in production; 

► The model assumed constant returns to 

scale, and cannot account for 

economies/diseconomies of scale or 

structural changes in production 

technologies, an assumption which does 

not necessarily hold in the actual 

economy; 

► Prices are fixed in the model; thus, the 

model is unable to account for 

elasticities, or more formally, how one 

economic variable change in response to 

another; 

► I-O models are static, and therefore do 

not consider the amount of time required 

for changes to happen. Changing the 

timeframe would not affect the 

magnitude of the estimates; 

► There are no capacity constraints, and all 

industries are operating at full capacity. 

This implies that an increase in output 

results in an increase in demand for 

labour (rather than simply re‑deploying 

existing labour). It also implies that there 

is no displacement that may occur in 

existing industries as new projects are 

completed; 

► I-O models assume that the technology 

and resource mix (ratios for inputs and 

production) is the same for all firms 

within each industry, i.e. the 236 

industry categories reported in Statistics 

Canada’s input-output table. As such, our 

analysis describes industry average 

effects; 

► The model assumes that the structure of 

the economy remains unchanged, and 

any structural changes in the economy 

since 2015 will therefore lead to changes 

to the multipliers, which could be 

implemented once Statistics Canada 

release updated input-output tables. As 

such, the more removed the year of 

analysis is from the year of the used 

input-output tables, the greater the 

uncertainties; 

► The model does not consider the 

economic impacts or opportunity costs 

associated with using resources 

elsewhere. In the case of this analysis for 

example, funds used to construct new 

facilities may by allocated to other areas. 

Using these funds for alternative uses 

would generate their own economic 

impacts, which could potentially be 

larger or smaller. However, the model 

will not be able to capture this.  
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► Results from the I-O model should not be 

interpreted as causal impacts, that is, 

one should not take the economic 

impacts presented in this report at 

verbatim. We cannot say with certainty 

that X dollars of capital or operational 

expenditures will produce X number of 

FTEs or have an X amount of impact on 

GDP; and  

► The model does not consider 

substitutions amongst inputs, and that 

each industry in the model is regarded as 

having a single production process. For 

this analysis, the model will not be able to 

account for supplier or material changes 

that may occur during the construction 

phases related to a price change (for 

example).  

 

As per the assumptions above, the structure 

and limitations of I-O models lend themselves 

to measuring the impacts of projects that are 

shorter term in nature; generally, they are 

used to look at shocks to the economy. For 

long term analysis, time series and general 

equilibrium models are more appropriate. 
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A.2 Detailed Breakdown of Expenditure Adjustments 

The following appendix describes in detail the 

adjustments made to the estimated capital 

and operating expenditures associated with 

the economic activity within Alberta’s 

Industrial Heartland.  

 

Expenditure Adjustments 

First, we consider the necessary adjustments 

to only include expenditures that are spent 

within the Edmonton Metropolitan Region. 

The distinction between local and external 

expenditures is crucial for any impact 

analysis, as one does not want to provide 

estimates that will be overestimated (i.e., 

biased upwards). However, it should be noted 

that there are certain uncertainties around 

performing such a distinction, much of which 

is due to lack of data availability. For 

example, when it comes to the construction 

or expansion of new facilities located within 

the area, one needs to identify to an extent 

how key contractors will source their 

materials, subcontractors, machines and 

equipment from locally-based businesses, as 

opposed to those outside the region of 

interest.  

 

For operational expenditures, these 

adjustments would look to separate those 

expenditures that are locally sourced versus 

costs that are sourced from outside the 

Edmonton Metropolitan Region, the province 

of Alberta, and Canada (i.e., what portion of 

these expenditures are spent on purchases of 

goods and services located within these three 

geographical regions versus outside).  

 

As a start, Statistics Canada’s input-output 

already adjust for leakages outside these 

areas. Additionally, EY’s proprietary 

economic model makes further adjustments 

based on, among other factors: industry 

linkages from input-output table data, the 

regions employment shares, the capital 

intensity of each industry, and the change in 

industry composition over time (i.e., by 

measuring the change in each industries 

respective location quotient).  For example, 

regarding both types of expenditures, 

industries with higher labour propensities are 

likely to be sourced locally, with a larger 

portion of employment and wage spending 

accruing within the local area (i.e., larger 

induced impacts). Moreover, labour for 

industries such as manufacturing, wholesale 

trade, etc. are likely to sourced almost 

exclusively from local labour pools, whereas 

service based industries, such as public 

administration and support services are likely 

to extend beyond the boundaries of the 

geographical area of interest. 

 

Another concept we use to determine the 

amount of capital and operational 

expenditures spent within a given region is 

what economists refer to as the Gravity 

Model of Trade. In short, the general purpose 

of the model is to predict bilateral trade flows 

between two agents (i.e., countries) based on 

two factors; (1) economic size (traditionally 

measured by each countries respective GDP) 

and (2) the distance between the two 

countries. Focusing on the latter component, 

we can adjust the model to account for the 

distance between Alberta’s Industrial 

Heartland and the suppliers of goods and 

services which are demanded by companies 

located in the area. For instance, since AIH is 

within proximity to the City of Edmonton, it is 

likely the case that most goods and services 

are purchased from within the City’s 

boundaries, and the Edmonton Metropolitan 

Region in general. As a result, this will need 

to be accounted for when differentiating 

between regional, provincial and national 

impacts. 

 

Additionally, as mentioned previously, EY 

concluded that the companies surveyed 

accounted for approximately 92% of all 

operational activity within the Heartland. As 

a result, both OPEX and CAPEX estimates 

were adjusted accordingly in order to 

account for the remaining 8% of activity from 

other facilities and companies located in the 

area.  
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A.3 Industry Definitions  

Appendix 3 presents a summary of the industry definitions used in this Report.  

  

Table 12. Summary of Industry Definitions and Corresponding NAICS Codes, 2016 

Industry  Name NAICS Codes 

Agriculture, Forestry, Fishing and Hunting 11 

Mining , Quarrying, and Oil and Gas Extraction 21 

Utilities 22 

Construction 23 

Manufacturing 31-33 

Wholesale Trade 41 

Retail Trade 44-45 

Transportation and Warehousing 48-49 

Information and Cultural Industries 51 

Finance and Insurance 52 

Real Estate and Rental and Leasing 53 

Professional, Scientific and Technical Services 54 

Management of Companies and Enterprises 55 

Administrative  and Support, Waste Management and Remediation Services 56 

Educational Services 61 

Health Care and Social Assistance 62 

Arts, Entertainment and Recreation 71 

Accommodation and Food Services 72 

Other Services (except Public Administration) 81 

Public Administration 91 
 

Notes: NAICS represents two-digit North American Industry Classification codes.  

Sources: 2016 Statistics Canada Census Program. 
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A.4 National, Industry and Regional Effects 

 
Appendix 4 provides a detailed breakdown of how each component in the Shift-Share Analysis is calculated. 

 

National Growth Effect  

 
The national growth effect component is calculated using the following formula: 

 

 

locali
2011 ∗

Canada2016

Canada2011
 

 

Where locali
2011 refers to industry 𝑖’s employment within the Alberta Industrial Heartland Region in 2011 and  

Canada2016

Canada2011  is the total national employment 

growth rate.    

 

Industry Mix Effect 
 

The industry mix effect component is calculated using the following formula: 

 

(locali
2011 ∗

Canadai
2016

Canadai
2011) − (locali

2011 ∗
Canada2016

Canada2011
) 

 

Where again,  locali
2011 refers to industry 𝑖’s employment within the Alberta Industrial Heartland Region in 2011 and  

Canada2016

Canada2011  is the total national 

employment growth rate. locali
2016  represents industry 𝑖’s employment within the Alberta Industrial Heartland Region in 2016, and  

Canadai
2016

Canadai
2011 is the total 

national employment growth rate for industry 𝑖 respectively.  Since the second term of this equation will be positive, the magnitude of the industry mix 

effect will depend on the  (locali
2011 ∗

Canadai
2016

Canadai
2011) term in the equation.  If the outcome is negative, this indicates that the industry is declining at the 

national level.  
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Regional Competitive Effect  
 

The regional competitive effect is calculated using the following formula: 

 

 

locali
2011 ∗ (

locali
2016

locali
2011 −

Canadai
2016

Canadai
2011) 

 

Where 
locali

2016

locali
2011 represents the ratio of regional industry growth in 2016 divided by regional industry growth in 2011 for industry 𝑖 and 

Canadai
2016

Canadai
2011 is again 

the total national employment growth rate for industry 𝑖 respectively. Sometimes it is the case that a regions growth for a given industry outpaces both 

the national economic growth trends and the national level growth trends for that industry.  This would indicate that there is something unique about 

the region causing it to experience such an effect. These regional competitive effects can be generated by factors such as geographical location, 

legislation and regulations, population characteristics or natural resources. These effects in addition would help identify potential niche sectors located 

within the Alberta’s Industrial Heartland. 
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A.5 Heartland Municipality Labour Market Analysis 

In contrast to what is reported in Figure 2, 

appendix 5 provides an overview of the 

labour market for the entirety of Lamont 

County, Sturgeon County, Strathcona 

County, the City of Fort Saskatchewan, and 

the City of Edmonton. According to Figure 

11, the Heartland municipalities are 

relatively diverse. Specifically, the three 

largest industries of employment are 

healthcare (~12%), construction (~11%), and 

retail-trade (~11%). Conversely, employment 

within the utilities, management, and 

agricultural industries are almost non-

existent, and represent approximately 1% of 

total employment in the area. 

 

Figure 11 also indicates that the industry 

profile of the Heartland municipalities 

resembles that of the province of Alberta, 

where again, the largest industry employers 

are healthcare (~11%), retail-trade (~11%), 

and construction (~10%). However, some 

noticeable discrepancies do exist, 

particularly when comparing employment in 

both the mining and public administration 

industries. In this case, most employment in 

the mining industry is concentrated outside 

of the Heartland municipalities, while the 

opposite is true for public administration.

 

Figure 11.Industry Employment Shares for Heartland Municipalities, Alberta and Canada,           
2016 

 

Notes: Digits in brackets represents two-digit 2012 NAICS codes. “Heartland Municipalities” includes totals for 

Lamont County, City of Fort Saskatchewan, Sturgeon County, Strathcona County and the City of 

Edmonton. 

Sources: Statistics Canada 2016 Census Program& EY calculations.  
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A.6 Industry Breakdown 

Appendix 6 shows the percentage breakdown of each industry in the Heartland Municipalities, province of Alberta and Canada reported in Figure 11. 

 

Table 13. Industry Breakdown for Heartland Municipalities, Province of Alberta and Canada, 2016 

Industry Name Heartland Municipalities Alberta Canada 

    Agriculture, Forestry, Fishing and Hunting 0.6% 2.8% 2.4% 

    Mining , Quarrying, and Oil and Gas Extraction 2.7% 6.3% 1.5% 

    Utilities 1.0% 1.0% 0.7% 

    Construction 11.2% 10.4% 7.5% 

    Manufacturing 6.3% 5.6% 8.7% 

    Wholesale Trade 3.9% 3.6% 3.6% 

    Retail Trade 11.3% 11.0% 11.6% 

    Transportation and Warehousing 4.7% 5.1% 4.8% 

    Information and Cultural Industries 1.6% 1.5% 2.3% 

    Finance and Insurance 3.4% 3.1% 4.3% 

    Real Estate and Rental and Leasing 1.9% 1.8% 1.8% 

    Professional, Scientific and Technical Services 7.2% 7.4% 7.3% 

    Management of Companies and Enterprises 0.1% 0.2% 0.2% 

    Administrative  and Support, Waste Management and Remediation Services 3.9% 3.9% 4.4% 

    Educational Services 7.1% 6.5% 7.4% 

    Health Care and Social Assistance 12.1% 10.9% 11.7% 

    Arts, Entertainment and Recreation 1.9% 2.0% 2.1% 

    Accommodation and Food Services 7.2% 6.8% 7.0% 

    Other Services (except Public Administration) 4.7% 4.7% 4.5% 

    Public Administration 7.1% 5.4% 6.2% 

Notes: Heartland Municipalities includes totals for Lamont County, City of Fort Saskatchewan, Sturgeon County, Strathcona County and the City of Edmonton. Percentage have been 
rounded. 

 

Sources:  Statistics Canada 2016 Census program and EY calculations. 
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A.7 Heartland Municipality Industry Clusters

Appendix 7 provides an overview of the 

different industry clusters within the 

Heartland municipalities. Figure 12 indicates 

that emerging clusters within the 

municipalities are the  mining (NAICS 21), 

agriculture (NAICS 11), management (NAICS 

55) and professional services (NAICS 54) 

industries. Mature clusters include public 

administration (NAICS 91), wholesale trade 

(NAICS 41), and information and culture 

(NAICS 51). Growth clusters on the other 

hand include construction (NAICS 23), retail 

trade ( NAICS 44-45)  and manufacturing 

(NAICS 31-33), etc.  

 

 

 

Figure 12. Industry Clusters for the Heartland Municipalities 

 

Notes: The two axes represent the change in employment (i.e. number of employees) from 2011 to 2016; the numbers 

in brackets represent the corresponding two-digit NAICS codes; the bubble size indicates the size of the industry 

in 2016 by head count. 

Sources: EY analyis based on Statistics Canada 2016 Census Program and 2011 National Household Survey. 
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A.8 Heartland Municipality Location Quotients 

Appendix 8 displays both provincial and 

national location quotients for industries 

within the Heartland municipalities. At the 

provincial level, Figure 13 suggests that the 

construction (NAICS 23), public 

administration (NAICS 91), manufacturing 

(NAICS 31-33), and wholesale trade (NAICS 

41) industries are more concentrated in the 

area when compared to the rest of Alberta. 

On the other hand, industries such as 

agriculture (NAICS 11), mining (NAICS 21), 

and management (NAICS 55) are not 

concentrated in the municipalities in 

comparison to the rest of the province.   

Moreover, at the national level, Figure 14 

reveals that industries such as mining (NAICS 

21), construction (NAICS 23), and utilities 

(NAICS 22) appear to be concentrated within 

the Heartland  municipalities in comparison 

to the rest of Canada, while agriculture 

(NAICS 11), information (NAICS 51) and 

manufacturing (NAICS 31-33) are not.

 

 

 

 

 

 

Figure 13. Provincial Location Quotients for Heartland Municipalities 

 

Notes: Location quotients are ratios that compare employment shares for industries within the Heartland Municipalities 

 to the  same industry at the provincial level. Digits in brackets represents two-digit NAICS codes. 

Sources: Statistics Canada 2016 Census Program and EY calculations. 
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Figure 14. National Location Quotients for Heartland Municipalities 

 

Notes: Location quotients are ratios that compare employment shares for industries within the Heartland  

Municipalities to the same industry at the national level. Digits in brackets represents two-digit NAICS codes. 

Sources: Statistics Canada 2016 Census Program and EY calculations. 
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A.9 Industry Location Quotient Breakdown 

Appendix 9 provides the percentage breakdown of each industries provincial and national location quotient as displayed in Figure 13 and Figure 14. 

 

Table 14.  Breakdown of Industry Provincial and National  Location Quotients for Heartland Municipalities, 2016 

Cluster Name Provincial Location Quotients National Location Quotients 

    Agriculture, Forestry, Fishing and Hunting 0.22 0.26 

    Mining , Quarrying, and Oil and Gas Extraction 0.43 1.81 

    Utilities 0.99 1.29 

    Construction 1.07 1.50 

    Manufacturing 1.11 0.72 

    Wholesale Trade 1.10 1.08 

    Retail Trade 1.02 0.98 

    Transportation and Warehousing 0.92 0.98 

    Information and Cultural Industries 1.07 0.68 

    Finance and Insurance 1.10 0.78 

    Real Estate and Rental and Leasing 1.06 1.07 

    Professional, Scientific and Technical Services 0.97 0.99 

    Management of Companies and Enterprises 0.56 0.88 

    Administrative  and Support, Waste Management and Remediation Services 1.01 0.89 

    Educational Services 1.09 0.96 

    Health Care and Social Assistance 1.10 1.03 

    Arts, Entertainment and Recreation 0.94 0.90 

    Accommodation and Food Services 1.06 1.02 

    Other Services (except Public Administration) 1.01 1.06 

    Public Administration 1.32 1.16 

Notes: Location quotients have been rounded.  

Sources: Statistics Canada 2016 Census Program and EY calculations.  
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