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EXECUTIVE SUMMARY

Following the release of its Strategic Action Plan in August 2008, the Thunder Bay Community
Economic Development Commission (CEDC) initiated a Business Retention and Expansion
(BR&E) project. The goal of this project is to identify roadblocks and barriers to growth as well as
generate opportunities for existing businesses operating in Thunder Bay.

The CEDC's Strategic Action Plan indicates that it is critical for the CEDC to understand the
needs of local business and to ensure concerns are addressed and impediments to conducting
business are alleviated.

The CEDC will:

e Help retain existing local businesses and create an environment to grow and prosper.
e Research and implement strategies to support local business retention and expansion.

During the period September 2008 to March 2009, CEDC staff interviewed 200 local businesses,
representing all sectors of the economy.

This report provides an in-depth analysis on the dynamics of the local business climate arising
from the collection and interpretation of the survey results.

Highlights of the survey results include:

89% of respondents consider Thunder Bay a good location for doing business

44% of respondents are considering expanding operations during the next 3 years

63% of respondents anticipate increased revenues during the next 3 years

60% of respondents are conducting business via the internet

43% of respondents believe their product is one that could be exported but are currently

not exporting

e 68% of respondents have not approached local government or business development
organizations to discuss expansion plans

¢ Availability of qualified staff is a common barrier for business

¢ Inadequate knowledge of foreign countries and/or exporting procedures is a common

barrier for exporting

The analysis of the survey data ultimately led to the development of the CEDC’s BR&E Action
Plan which focuses on addressing key issues that local businesses face on a day-to-day basis.

The BR&E Action Plan features six action areas that have been identified by the CEDC:

1. Improve local business owners’ access to and awareness of essential business
development programs.

Enhance municipal relationships with local businesses.

Develop a stable and qualified workforce.

Enhance awareness of global markets and exporting.

Enhance the utilization of information technology.

Develop business recruitment strategies.

oukhwnN
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In general, businesses in the City of Thunder Bay are considering plans to expand their
businesses, are anticipating an increase in revenues and possess positive attitudes for further
growth in the future. They appreciate the quality of life available in the community, however,
concerns were expressed with respect to some municipal services, skill set challenges and the
overall cost of doing business.

Such positive and encouraging results are surprising in view of the turmoil in the financial and
global markets that has dominated the media during the past seven months, the period during
which the BR&E interviews were conducted.

For purposes of this report the terms:

1. CEDC refers to the Thunder Bay Community Economic Development
Commission.

2. CEDC staff refers to CEDC Development Officers and CEO.

3. The terms BR&E project, initiative and program are used interchangeably within
the report.

4. The terms business, company, establishment and firm are used interchangeably
within the report.

5. The terms industry and sector are used interchangeably within the report.

1. INTRODUCTION
1.1 Overview of the City Thunder Bay

The City of Thunder Bay is located in the centre of Canada and enjoys access to both eastern
and western markets, as well as the American upper Midwest. Thunder Bay Census Metropolitan
Area or CMA) is Ontario's 14th largest city and Canada's 31st largest. W The City features a
skilled industrial workforce and excellent educational and technical facilities. Thunder Bay has a
metro population of 122,907 and a regional trading area population exceeding a quarter of a
million. The City of Thunder Bay was formed, in 1970, from the amalgamation of the former
Cities of Port Arthur (incorporated 1907) and Fort William (incorporated 1907) and parts of the
adjacent municipalities of Neebing and MclIntyre Townships.®?

Today, Thunder Bay is a transportation hub, featuring one of Canada's largest port facilities and
access to both major railways. The junction of the Trans-Canada Highway with Highway 61
connects Thunder Bay to the upper Midwest down to the Gulf of Mexico. The Thunder Bay
International Airport is the 3" busiest airport in Ontario and serves over half a million passengers
every year.

Natural resources have historically been the major economic drivers in the economy, primarily the
forest industry, with growing importance being created in mineral extraction activities in the
region. In an effort to diversify its economy, the city has been actively working to attract
"knowledge-based" industries, primarily in the fields of biomedicine. The city is home to the
western campus of the Northern Ontario School of Medicine, the first medical school to open in
Canada in a generation.
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1.2 Current Economic Climate

1.2.1 Global Economy

In 2008—2009 much of the industrialized world entered into a deep recession, labeled as the
"Great Recession".® The circumstances which contributed to this crisis included high oil prices,
high food prices, and the collapse of a substantial housing bubble (centered in the United States),
that have sparked an interconnected and ongoing financial crisis.

Around the world, many large and well-established investment and commercial banks suffered
massive losses and bankruptcies. It has been argued that the huge increases in commodity and
asset prices are a consequence of an extended period of easily available credit and the primary
cause of the downturn was financial.”’ This has led to increased unemployment, and other signs
of contemporaneaus economic downturns in major economies of the world. Many economists
expressed concern that there is no end in sight for the downturn and that recovery may not
appear until late 2011.® The recession is said to be the worst economic downturn since the
Great Depression of the 1930s.®

1.2.2 Local Economy

As reported by Canada Mortgage and Housing Corporation (CMHC) for the first quarter of 2009,
Thunder Bay’s economy has been affected by the dimensional lumber market’s weak
performance. A combination of factors such as the high Canadian dollar, high energy costs, high
transportation costs and poor demand for wood products because of the downturn in the housing
market south of the border have diminished economic activity in the region.

All dimensional lumber operations in Northwestern Ontario are at a virtual standstill. Newsprint
and pulp markets have also been negatively impacted. Due to poor market conditions, the
AbitibiBowater mill in Thunder Bay has periodically paused operations. The former Cascades fine
paper mill which reopened briefly in the second quarter of 2008 under a new name, Thunder Bay
Fine Papers Inc., went into receivership in late 2008. Other regional companies such as Terrace
Bay Pulp Inc. and Marathon Pulp Inc. have also gone into receivership.

With rail and rapid transit contracts on the horizon in Southern Ontario, the Bombardier plant in
Thunder Bay remains one of the few bright spots in the local manufacturing sector for the
foreseeable future. Despite the forestry sector weakness, employment in Thunder Bay in 2008
averaged 63,000, unchanged from 2007.

Growth is anticipated in the service sector of the Thunder Bay economy, while the goods-
producing sector is performing poorly, due primarily to widespread weakness in the forest
products sector. Although, labour force numbers are down over 2007, the unemployment rate has
actually tightened in the city.

1.3 Introduction to Business Retention and Expansion
The Business Retention and Expansion (BR&E) program is an internationally recognized

economic development strategy which focuses on development of businesses already existing in
the community.
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Originally developed by the University of Minnesota 15 years ago, it has become an increasingly
popular economic development tool, having been applied in various forms in many locations
across Canada and the United States. Although considerable government emphasis has been
placed on promoting the development of new start-ups, the BR&E philosophy highlights the fact
that existing businesses represent the core of a community’s economic prosperity as “80 percent
of new jobs are created by existing firms, rather than by attracting new firms to a community.”

The BR&E philosophy emphasizes the reality that while it is important for firms to seek new
customers, they should never lose sight of the fact that existing customers account for their
current success and are considerably less costly to develop and maintain than are new
customers. Just as “smart businesses” recognize the value of their existing customers and make
it a priority to understand and address their issues and concerns, astute communities should
similarly value their existing businesses and make a concerted effort to understand and address
their needs to ensure satisfaction with community amenities.

Businesses are often faced with a wide variety of challenges in their efforts to survive and
expand. By developing a better understanding of the needs, issues, and opportunities of
businesses, the CEDC and other economic development organizations will be better equipped to
support business development in the most effective manner possible. Consequently, BR&E is an
action-oriented process for learning about issues, concerns, and opportunities within an industry
or region and for establishing priorities for projects to address local businesses needs.

It is a formalized, systematic process which gathers information “from businesses to help
businesses”. Moreover, BR&E is particularly suited to address the needs of small business to
medium sized business owners because such individuals often do not have a direct voice to
decision-makers, may believe that their opinions will not make a difference, and many believe
that their problems are unique.

1.4 Objectives of the Research Study

1.4.1 Short-Term Objectives

Build relationships with existing businesses

Demonstrate and provide community support for local business
Address urgent business concerns and issues

Improve communication between the community and local businesses
Retention of businesses and jobs where there is a risk of closure

1.4.2 Long-Term Objectives

Increase the competitiveness of local businesses

Job creation and new business development

Establish and implement strategic actions for local economic development
Create a strong viable local economy

2008-2009 Business Retention and Expansion Project Page 4
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2. METHODOLOGY

Strategic direction for the BR&E project was an outcome of the CEDC's Strategic Action Plan
released in August 2008.

The BR&E project was coordinated by lan Sgambelluri, CEDC Development Officer (Project
Coordinator). The Project Coordinator collaborated with CEDC staff to develop the BR&E survey.
This survey would serve as the backbone of the analysis and interaction with the business
community.

2.1.1 Survey Development

Interview questions were developed by CEDC staff following a review of several other
communities’ BR&E projects. Questions were organized by specific topic areas and deal with the
following business issues and data:

General Business Information
Business Background

Future Plans

Workforce Assessment
Product/Service Development
Exporting

Community Assessment
Comments/Questions

CEDC staff contacted and visited local businesses to facilitate interviews and encourage
business owners to complete a survey either electronically or in hard copy. All surveys were
tracked through “Survey Monkey”, an online survey software program.

Throughout the period this project was conducted, CEDC staff met frequently to discuss the
status of the project. The CEO provided updates to the CEDC Board of Directors at monthly
Board meetings.

Once the survey period (7 months) was completed, the data was analyzed by the Project
Coordinator and presented to CEDC staff. During this brainstorming session, key issues were
identified where the CEDC could pursue initiatives in an effort to improve the Thunder Bay
business environment. These initiatives are identified in the BR&E Action Plan in Section 3 of
this report.

A copy of the survey is provided as Appendix 1.

2.1.2 Communication with Businesses (Site Visits/Surveys)

Site Visitations were carried out by CEDC development officers and if visitations were not
possible, communication with firms was conducted by email and/or telephone. In the majority of
cases, one-on-one interviews/communications were conducted. Visitations were carried out
between the months of September 2008 and March 2009.

2008-2009 Business Retention and Expansion Project Page 5
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THUNDER BAY ECONOMIC

HEYVELOPMED

ANEWSLETTER OF THE THUNDER BAY COMMUNITY | NEXT ISSUE VOLUME 1
ECONOMIC DEVELOPMENT COMMISSION (CEDC) APRIL 2009 ISSUE 1

SUPPORTING AND
ENHANCING BUSINESS _ _ _

, : CEDC will be contacting local businesses
The CEDC is responsible for

swe—————— to introduce the CEDC and our Business
and expansion, entrepreneurial Expansion and Retention (BR&E] initiative

support, opportunity promotion, . . . . .

- - ) bl BR&E is an economic development strategy with a focus on “taking care of, nurturing and
and the collection and assessment e . . . . . . .
) supporting” existing businesses. A structured business survey will begin a dialogue to identify
of key business data. Incorporated

in 2006, CEDC is an arms length
Community Development

issues, concerns and potential opportunities and take action where appropriate.

Commission led by an independent
board with core funding from the
City of Thunder Bay.

The CEDC receives formal
proposals for projects that
will contribute to economic
development. It responds
quickly to new opportunities
and initiatives to attract
direct financial involvement
from government and private
sectors. The CEDC'’s staff will

assist businesses in attaining ) 3 3 ) )
Kris Mork, CEDC Development Officer and Dennis Wood, President of Cinevate

information essential to their

decision making. Short-Term Objectives Long-Term Objectives
Located within CEDC's « Build relationships with existing businesses ¢ Increase the competitiveness of local
administrative office, the Thunder * Demonstrate and provide community businesses

support for local business « Job creation and new business development

Bay & District Entrepreneur

Centre provides seminars, ¢ Address urgent business concerns and issues ¢ Establish and implement strategic actions

workshops and free and » Improve communication between the for economic development
confidential business counselling community and local businesses « Strong viable local economy
services to new and existing  Retention of businesses and jobs where For more information, please contact lan
el (e T EeEeEs, there is a risk of closure Sgambelluri at isgambelluri@thunderbay.ca
or phone 807.625.3965.
THUNDER BAY www.ThunderBayCEDC.ca
FD P.0. Box 800 Phone: 807.625.3960
Suite 201, 34 Cumberland St. N. Toll Free: 1.800.668.9360
com-wuunm o Thunder Bay, ON Canada Fax: 807.623.3962
DEVELOPMENT COMMISSION P7C 5K4 develop(@thunderbay.ca
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Appendix 4

BR&E Communications Strategy (2009)

Activity May | June | July | Aug | Sept | Oct | Nov | Dec

BR&E Report to Board

BR&E Report to Council

BR&E Media Release:

Local, district media

BR&E Report and Distribution:

CEDC Website, CEDC Facebook Page,
Database (1500)

BR&E Action Plan Implementation

BR&E Follow-up
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