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Preface

he annual Colorado Business Economic

Outlook focuses attention on the changing
structure of the Colorado economy, both past and
present, and projects employment and major eco-
nomic indicators for the coming year. With rele-
vant, understandable information concerning
Colorado’s future, we hope to assist in the advance-
ment of sound economic development decisions
by policymakers throughout the state. In addition,
we strive to give businesses more information
about the economic reality of the environment in
which they operate.

The information presented at the Thirty-Ninth
Annual Outlook Forum in Denver and the other
forecast presentations throughout the state is
reported with greater detail in this publication. It
presents as complete and knowledgeable a forecast
of the 2004 Colorado economy as is possible given
our publishing deadline.

We are extremely pleased to have concerned and
committed individuals from Colorado business,
education, and government organizations through-
out the state join and work with us for several
months, estimating and projecting the data series
presented in this statistical summary, as well as
providing significant portions of the narrative. The

efforts of these individuals are
greatly appreciated. A complete list
of the contributors appears at the
back of this book. If you have ques-
tions about the economic sectors or
state regions, we encourage you to
contact these individuals.

I would especially like to acknowl-

edge the support and hard work of the Leeds
School of Business and University of Colorado at
Boulder personnel in the preparation, presenta-
tion, and promotion of this project. My sincerest
thanks go to Gary Horvath, Marketing Analyst;
Cindy DiPersio, Publications Coordinator; Terry
Rosson, Program Assistant; Lynn Reed, Graphic
Designer; Julie Arnett, Research Assistant; Brendan
Hickey, Erin Hickey, and Spencer Thompson,
Student Research Assistants; Lori Call, Director of
Communications; and Greg Swenson, Staff Writer
with the Office of News Services, for their help in
assembling and presenting the 2004 Business
Economic Outlook Forum.

Introduction

The University of Colorado at
Boulder Leeds School of Business
is pleased to present our annual
forecast of Colorado’s economy.
Our program analyzes changes
that took place this past year and
projects activity for 2004.

Work on the forecast began in July, when data
collection and statistical updates were performed.
Committees were formed in September with more
than 80 leaders in business, education, and govern-
ment, as well as economists and specialists, agreeing
to participate. Members were split into 13 groups,
each group representing a major economic sector.

Beginning with this forecast, the economic sectors
reflect the new North American Industry
Classification System (NAICS), adopted in January
2001. The system is more relevant to the modern
economy, and will allow the United States to
directly compare its economic data with that of
other NAFTA members, Canada and Mexico.

Forecasts for each sector were prepared by extrapo-
lating historical trends and then modifying the
results with



1) Information from extensive survey work con-
ducted with key Colorado business and industry
leaders;

2) The expert knowledge and judgment of com-
mittee members; and

3) Known or expected economic changes affecting
certain industrial sectors within the state.

The unique nature of the Business Economic
Outlook forecast is its combined approach of using
detailed statistics with extensive survey research
and expert opinion. We believe this methodology
provides additional qualitative insight particularly
relevant to the short-term forecasting process.

(ekedl X Qobebnd]

Richard L. Wobbekind, Ph.D.

Associate Dean of External Relations and Director
Business Research Division

Leeds School of Business

University of Colorado at Boulder

A Return to Optimism

For the first time in several years,
there seems to be a glimmer of
light at the end of the tunnel—and
some promising economic news for
the United States and for Colorado.
In what we all hope is the beginning
of a sustained economic trend, it
was announced several weeks ago
that the U.S. gross domestic product grew by 7.2%
in the third quarter. Better still is what we see hap-
pening in this region. The business community has
seemingly weathered the worst of the cycle, and
evidence suggests that some industries are getting
healthy once again.

Whether we'’re at the peak or the bottom of the
cycle, though, KeyBank has been and continues to
be strongly committed to this community, and to
serving the total financial needs of Colorado. We’re
focused on being more valuable to our clients and
to this community by offering better ideas and
financial solutions that are meaningful and rele-
vant in today’s economic environment.

With that as a backdrop, it is KeyBank’s privilege
once again this year to partner with the University
of Colorado’s Leeds School of Business to sponsor
this annual event. This is the third year of our part-
nership, and I cannot think of a better organization
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to team with in order to provide
you with the latest in-depth knowl-
edge and investment research.

Today, we will hear about current
economic trends, and what the
experts anticipate for the coming
year. How will an election year
next year affect the economy? How
can this region leverage its role as a major distribu-
tion hub to uncover future growth opportunities?
And finally, will sectors such as technology, tele-
communications, and tourism bounce back, or are
there new, emerging sectors that will lead this area
back to economic prosperity?

On behalf of KeyBank, I would like to thank you
for your continued commitment to this important
program, and for supporting the 2004 installment
of the Leeds School of Business annual economic
forecast.

x
Michael B. Hobbs

Executive Vice President
KeyBank Commercial Banking
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Colorado Then and Now

n 1950, the population of the United States was about
151 million, and approximately 1.3 million people
resided in Colorado. Since then the U.S. population has

almost doubled, while the population of the state has
increased about 32 times. The United States has experi-
enced wars in Asia, the Cold War, and now the war on
terrorism, along with periods of relative peace. The state
has endured floods and droughts and economic booms
and busts, and basked in the glory of two professional
football and hockey world championships.

Although state and national employment data are
available back to 1939, the adjacent timeline provides

a glimpse of the social, economic, educational, and
political changes that have occurred since 1950. These
landmarks have laid the foundation for events that will
impact our economy in the years ahead. Colorado events
are listed on the top half of the page, with the U.S. events
listed on the lower half. The percentage change in
employment for the past 50 years is shown in the
background.

The employment downturn in 2003 marks only the
sixth time since 1939 (when records were first kept) that
Colorado has shown negative job growth. During this
period the U.S. has shown negative job growth on 11
occasions. This is the first time that Colorado has
recorded negative job growth in consecutive years and
only the second time that the U.S. has shown negative
job growth in consecutive years.

This timeline emphasizes the importance of learning
from the past. A historical perspective of past events can
help businesses make more effective decisions today and
in the future. [J

1950s-1960s- Numerous waler siorage and diversion projects are constructed in response fo
increased agricultural and municipal water demands

1958- Alr Force
Acadamy buill
in Colorado Sphngs
1954- NIST opens its
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AFL and he CIO

1956- Presidenl
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1960

1861- Cuban
Missile Crisis

1865- Medcane
established

1964 Civil Rights
Act is passed



1970s- 1980s- Major population growth resulting in traffic problems and pollution
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1990s- 2000s- Technology booms, LoDo is revitalized, and

technology busts
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Io Golorada Springs Peak of oil bust 1997-1998- Record 12
millicn lift ckats sold
1987-SAL f;ﬁ":m':jn Fockied 2002- Sizte
1473 Ei crisis inwalving expanancas negative
Tune thr Silvarada jot grawth end
Confnenty Divide Savings and budget shartfalls
Lean 1585- Darvar
Infarnational
] 2003- Slale
i i 2001- Colorade| ZPenencas
1992 TABOR heats Nebraska| 5900nd
Bill passed G056 straghl yaar
of negative
Job growth
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Broomfield
L ¥ W ¥ ¥ - L
r Y T 3 L — T T ry T 4 T 1
19 1975 1980 1985 1990 1995 2000
1886- Congress T
passes 4
1973- OPEC oil comgrehensive 1953- NAFTA 2000- Daw Jones
1971 | embargo 1978 Alfine tax redorm law passed reaches all-time
MASDAL ety Mo 1987- Black high of 11,722 58
opens S Do 1881 Birth of the Friday siock 1894- Unemployment and NASDAQ
— - N (048 1B persone markat crash a4 7% lwestlevel — 1 reaches 5,048
1,000 compuiear n 20 years
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United States and Colorado Economic Outlook

Output

From 1992 to 2000 the United States enjoyed
strong growth in gross domestic product
(GDP). The strongest growth occurred between
1996 and 2000, when the annual rate of growth in
real GDP varied between 3.6 and 4.4%. The econ-
omy moved into recession in 2001, with three
periods of negative growth. The fourth quarter
grew at a modest rate of 2.7%, with the annual rate
for the year ending at 0.3%.

A shallow recession is often followed by a shallow
recovery. That axiom appears to be holding true for
the 2001 downturn. After showing a strong spurt of
growth in the first quarter of 2002, growth tapered
off to a more modest level, and real GDP growth
for 2002 was 2.4%. The following year started off as
more of the same; however, the recent third quarter
surge has raised forecast expectations to 2.7% or
higher for annual growth in 2003.

The GDP deflator registered 1.6% annual growth
in 2003 as deflation has become more of a concern
than inflation. The accelerated rate of growth that
occurred in the third quarter of 2003 cannot be
maintained as several reasons behind that surge
were more short term in nature. Nonetheless, the
monetary and fiscal stimulus has worked, and the
economy will grow at a rate closer to potential in
the year ahead. The annualized year-over-year real
GDP for 2004 will grow at a rate of 4.2%, with a
GDP deflator of 1.2%.

Consumption

Despite the weak employment picture, the con-
sumer has continued to be the cornerstone of the
U.S. economy. Consumers have responded posi-
tively to low interest financing programs provided
by domestic automobile manufacturers, allowing
that segment of retail sales to record slower but still
significant sales in 2003. In addition, many home-
owners have taken advantage of low interest rates
to either refinance their homes or take out home
equity loans. This has provided them with addi-
tional equity or lower monthly payments, both of
which have supported additional consumption.
These resources may also have allowed workers
who have been laid off to maintain prior purchas-
ing patterns. The Bush tax cuts of 2003 have also
given a significant boost to consumption, particu-
larly in the third quarter when rebate checks were
mailed to many American families with children.

Looking ahead to 2004, it is likely that consump-
tion will continue at a modest, but slightly acceler-
ated rate of growth more consistent with a
recovering economy. This will be driven primarily
by an increase in personal disposable income, but
will also be fueled by rising consumer optimism
and the rising wealth effect of a modestly appreci-
ating stock market. Nationally, retail sales are
expected to show a slight increase in 2004. A key
component of retail sales, light truck and auto
sales, will support an increase in sales after three
consecutive years of decline. Still, sales will not
surge in this segment of the recovery as they have
in the past. Many of the typical “recovery” auto
sales have occurred during the 0% financing in

2002 and 2003 and were, in effect, borrowed from
the future (2004 and 2005). This will be one damp-
ening factor on the recovery.

After reaching a high of 144.7 in May 2000, the
Conference Board’s Consumer Confidence Survey
declined to 80.7 by year-end 2002. The index has
slowly rebounded to 88.0 by year-end 2003. As the
economy improves in 2004, national consumer
confidence is expected to also increase, to 95.0.

CONSUMER PRICE INDEX,
U.S. AND DENVER/BOULDER/GREELEY
(1982-1984=100)

E&nuur- Elurlwrr

U3 Boulder:  Boulder-

u.s. CPI  Grosley Gresley

Year CPl Rate C.PL* CPI Rae

1664 1482 26 141.8 4.4
1005 152 4 28 147.9 4.3
1886 166.0 30 1531 3.5
1997 1680.5 23 1581 3.3
1968 163.0 16 161.9 24
1665 166.6 22 166.6 20
2000 1722 3.4 173.2 4.0
2001 177 28 181.3 4.7
2002 176.9 18 184 8 18
2003° 1641 23 180.1 28
2004 166 6 15 1949 2.5

"8, Consamar Prics Inde (CF1-L0 is mol caloulaiad for B stee ol Colormas,
This s thiz CPLU for e Denver-Boilder-Graaley CMSA which & olisn ysed
4 A provy for e indation rabe of Colomda; il B calculabad semanmaly

“Esbmaisd.

Feaecas!

Soris  Colorado Dapadtment of Labors and Emphsysen], Buiiu of Labss
Statsbcs; and Crokoraco Business Econemic Quliook Comimeting



While there is no state indicator of consumer con-
fidence, the Conference Board measures consumer
confidence for the Mountain States. Prior to 1991
the Mountain index for consumer confidence was
consistently lower than the U.S. index. In 1991 this
trend reversed itself, and consumer confidence in
the Mountain States has remained higher than in
the United States overall. On occasion, the
Mountain index was up to 30 points higher than
the U.S. index during the mid-1990s, but as the
decade ended the difference dropped to a range of
5 to 10 points. During the recent downturn the dif-
ference between the two indexes has become much
smaller. Although Rocky Mountain consumer con-
fidence has recently surged, the year-end index for
the Mountain States is expected to be only 100.0
for 2003 and 110.0 for 2004.

Investment

Another component to growth is investment.
During both 2001 and 2002, companies showed

a decrease in business investments of more than
5.0% each year. This negative trend has reversed
itself in 2003 as companies found that they could
no longer postpone certain business expenditures.
Year-end investment should rise by 2.0%, modest
by the standards set in the late 1990s, but positive
after the aforementioned two years of decline. As
we go forward, continued replacement investment,
augmented by an increased demand for expansion-
ary investment, will drive growth in this area.
Business investments are expected to expand by

a more robust 9.2% in 2004.

In part as a result of this increase in investment,
industrial production will rise by 4.3% in 2004
after experiencing a meager 0.1% gain this year.
Business inventories will also grow from less than

$1 billion in 2003 to $43.7 billion in 2004. The fail-
ure of businesses to expand their inventories in
2003 was one of the major reasons that the macro-
economic recovery was slow. Currently, inventory-
to-sales ratios are at their lowest levels in history,
which indicates they will need to be replenished in
short order. As orders pick up, firms will be more
likely to invest in inventory to make certain they
can fulfill demand for their product. However, it is
not clear that we will return to historic inventory-
to-sales ratios even during a more robust recovery.
Much of the investment in “just-in-time” produc-
tion and other cost-saving devices will likely change
the long-term inventory-to-sales ratio relationship.

In 2004, housing starts are expected to decline
as mortgage rates continue their slow rise from
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40-year lows reached in July 2003. Still, the housing
market is expected to be better than it was in the
1999-2001 period. This optimism is fueled by
increased employment levels and continued good
mortgage rates. (Mortgage rates remain at 20-year
lows at the time of this writing, November 2003.)
In Colorado, the number of housing starts will not
be as strong as at the national level, although we
believe that permits will move slightly back into the
positive range. Much of the new construction in
Colorado will continue to be in lower priced homes.

No appreciable improvement is anticipated in the
U.S. international trade position until international
economic conditions improve. Although the dollar

continued on page 8

GROSS DOMESTIC PRODUCT AND NATIONAL UNEMPLOYMENT RATE

1994-2004
Grozs Domestle  Gross Domestic GoP MWatianal
Currant Dollars Constand Dollars Daflator Unermplaymeant
Year Billicns | {Billions} {1898E="100) Rats
1004 § 70503 §7,347.7 06,0 B.1%
1885 7.400.5 7.543.8 98,1 E.6
1906 78132 7.813.2 100.0 E.4
1907 8,318.4 B,159.5 101.9 4.9
1005 8,781.5 8.508.9 103.2 1.5
1964 5,274.3 B.859.0 104.7 4.2
2000 0,824 8 0,191.4 106.9 4.0
2001 10,082.2 82145 109.4 4.8
2002 10,445.2 9.439.9 110.7 5.8
200a3" 10,895.0 9,695.0 112.4 B.1
2004" 11,483.0 10,102.0 113.7 5.9
‘Esfimaied.
YForacasl.

Soorees LLE. Depariment of Commernce, Bureau of Economic Analysis: and Colorade Bulitess
Economic Oulook Commilies.
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continued from page 7
NATIONAL ECONOMIC INDICATORS
1999-2004
Yeur 1088 2000 2001 2002 0y one
Gncss Domeshic Froduct
Real GOP {% changa| 4,18 J.0% 3% 24, LT 4.3%
Wominal GOP {% change) 5.65% 5.9% 405 16% 4.1 H4%
Censumplian
Real Dispasable Personal Incame [ crangs) 28% 4, 1% 1.8% 42% 2% 43%
Real Personal Consumplian [T changs| £.9% 4, 1% 2.5% 1% J0% 3Ty
Hatienal Consumer Confidents (Decambear) 1417 1288 a4 BOT BA.O a0
Recky Mouniain Congsumer Confidence [Decamber] 1810 13740 ari BEA 1000 1900
Conauimer Ereﬁtl:ihil-:m] §1.51838 15924 318172 15054 51,0000 52,1083
Alln gnd Light Truck Salas (milion units) 168 172 174 16.7 165 167
Ritail Sakes (% changa) B.8% B.E% iTh 1% Jd% 4.8%
Irrvessimient
Real Gov'l Corsumption and Invesimeni (% change) 15% T % 4.4% 1% 1.2%
Rl Busireazs Invasdmen (T changs) 1% TE% 5.2% 5, 7% 2.1% f1.0%
Indisinal Produshion |5% chargs| 4.1% 1. T% -3.5% .8%; 0.1% 470%
Hioussing Siarts (milkons uniis) 184 1.57 1,60 17 1.7 166
Charge in Business. Invenicries (§ bilions) §G2A #|ha 614 552 S0 427
Prices
Conaumer Prics Imdee (% change) 2.2% Jd% 21BN 1,6% 2.3% 1.5%
Producer Prices (% changa) 1.8% 1Th 20 -1.3% 1% 0.4%
Employment Costs (% changs) 1% 4.3% 11% 18% I8% J4%
Money and nferes
3-Moe®h Constanl Malurilies |rass) 5.5% 5.5% 1.7% 1.2% 1.00% 156%
10-Year Conslant Malurilies [rala) a.4% 1% 411% 38% 4 4% 48%
Fed Funds Rale (year and) 53.90% .50 1.75% 1.24% 100, 1.50%
Ermploymant sna Fopulation
on (% changa) 1.2% 1.1% 1% 1.1% 1.1% 10%
nemployment Rate 4.32% ] 4.8% S8% 1% S5
nfam Emglcyment (% chango) 24% 2.2% 1.0% % 0.3% 1.7%
(e Indicalars
Mamiral Pre-Tax Profits (% dhange) A% = .2% Ti% TES 13.9% 123%
Current Account (§ billons) S0 4100 53040 4010 SEET 0 -S5180
Federal Budget Balance (§ kilions & fiscal year] 1260 $236.0 §127.0 51580 S363.0 85020
Rl Mst Exporis {5 billian) S3210 43890 SA168.0 34880 L8440 -S5770
“Examated
Firacant
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has weakened against some currencies, the fixed
exchange rate of the Chinese yuan has reduced
opportunities for the United States to rapidly
adjust the trade deficit. Our forecast does not
indicate a narrowing of this gap until early 2005.
Worldwide economic recovery and a weaker dol-
lar are needed for this to happen. The strength of
the global marketplace is especially important to
export-dependent sectors such as agriculture,
international tourism, and manufacturing.

Prices

At present, deflation is more of a concern than
inflation. Nationally, the CPI is expected to
increase by 2.3% in 2003 and 1.5% in 2004.
Although housing prices and energy costs have
decreased over the past year, the CPI-U growth
rate for Colorado continues to be higher than the
rate for United States, at 2.9% for 2003 and 2.5%
for 2004.

Producer prices, as measured by the Producer
Price Index (PPI), increased by a rate of 3.1% in
2003, led by higher crude and intermediate prices
and a higher level of price control at the wholesale
level. The PP is expected to increase only 0.4% in
2004 as abundant suppliers keep pricing in check.

Employment costs grew at a 3.6% rate in 2003
and are forecast to rise by 3.4% in 2004. These
increases are modest and reflect the slow wage
appreciation of an economy in the earlier stages
of recovery. However, this slow appreciation in
wages is being offset by increasing benefit and
medical costs.



Employment and Population

National unemployment increased from 4.8% in
2001 to 5.8% in 2002 and 6.1% in 2003. We fore-
cast a slight decline, to 5.9%, in 2004 as overall
labor conditions and hiring improve. More robust
hiring plans will be partially offset by some of the
workers reentering the workforce. This increase in
labor force participation, while welcomed, will
keep the unemployment number high.

As 2004 begins, job creation at the national level is
expected to be broad based, with most sectors
experiencing growth. Throughout the year, the

service-producing subsectors are expected to grow
more rapidly, while the goods-producing sectors
are expected to lag.

The Colorado economy depends on the national
and global economy for its growth. Unemployment
in the state is expected to again remain below that
of the United States, coming in at a rate of 5.7% in
2003 and dropping to 5.6% in 2004.

Nationally, population is expected to show growth
of 1.1% in 2003 and 1.0% in 2004, while the growth
of the state is expected to slow to 1.2% in 2003 and
increase slightly, to 1.3%, in 2004. The biggest
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factor in the slowing of the state’s growth rate from
the rates of the 1990s has been the significant
decrease in net migration. While net migration is
substantially lower than the 1990s, it is still positive
and has helped to stabilize housing market prices
in an extremely weak employment environment.

In the sections that follow, a summary of 2003 and
a forecast for 2004 is presented. These sections pro-
vide insight into the key factors influencing each of
these sectors. We trust this data and analysis will
prove useful in your business and policy decision-
making process. []

CHANGES IN COLORADO NONAGRICULTURAL WAGE AND SALARY EMPLOYMENT

(In Thousands)

2003  Percentage 2004  Percentage

Sacior 2002 2003" 2004°  Mew Jobs® Change Mew Jobs” Change
Matural Resources and Mining 131 13.9 14.7 0.8 6.1% 0.8 5.8%
Consiruction 160.2 1518 1472 -8.3 -5.2 4.7 -3.1
Manufaciuring 166.3 155.3 154.2 -11.0 6.6 -1.4 0.7
Trade, Transportation, and Litilities 4126 4083 414 .9 -3.4 -(0.8 5.6 14
Information 036 BA.7 g2.0 4.9 s B 3.3 S
Financial Activilias 147.7 146.6 147.3 -11 0.7 0.7 0.5
Professional and Business Services 2899 285.7 297 .6 4.2 1.4 119 42
Educational and Health Sarvicas 208.7 213.0 221.1 4.3 2.1 a1 3.8
Letsure and Hospitality 247 4 244 4 2526 -3.0 -1.2 8.2 34
Othear Services B5.6 BS.9 B7.1 0.3 .4 1.2 1.4
Government 2587 254 .4 3527 43 1.2 -1.7 0.5
Tatal 21837 2.1458.1 2.181.4 -34.6 -1.6% 323 1.5%
*Estimated,
Farecasl.

Mobs: Due io roumding, e sum ol Bie ndividusl seciors may not equal ?e tolal

Source: Colorado Depariment of Labar and Employment and Colorado Business Economic Outock Commiting,
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Population, Labor Force, and
Personal Income

he performance of the Colorado economy is

directly related to the composition of its pop-
ulation, labor force, and the personal income of its
work force. Data from the U.S. Census show that
the population of the state will increase by about
900,000 from 1994 to 2004. Over that period
almost 62.0% of the state’s population growth will
be attributed to net migration, with the remainder
attributed to natural increase. Net migration is
expected to drop from 36,700 in 2002 to 16,500 in
2003 and increase slightly to 18,800 in 2004. As a
result, Colorado’s population is expected to grow by
58,200 persons in 2004, to 4.63 million. This rate of
population increase will rise slightly to 1.3%, still
above the national average.

The rapid rate of population growth, in particular
the net migration, caused the labor force to grow at
a compound annual growth rate (CAGR) of 2.5%
between 1994 and 2002. Reduced net migration
will result in a labor force that will increase by only
1.4% in both 2003 and 2004.

For the first time since 1939, when the Bureau of
Labor Statistics first began tracking employment
data, Colorado employment showed negative job
growth for two consecutive years, in 2002 and
2003. This was only the second time that the
United States has shown negative job growth in
back-to-back years during this period.

During the 1990s, the Colorado economy relied on
telecommunications, manufacturing, construction,
and tourism to drive growth. Increased employment

continued on page 12
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COMPONENTS OF COLORADO RESIDENT POPULATION

1994-2004
(In Thousands)
Bl Deaths Matural Pl P ogulaton

Year (FRadadent) (FEsdent) Icragse M-;rm.m Eﬂar-ge
1004 538 Z348 0.0 75 107.5
10455 o ] 247 287 i oo 5
1606 550 251 25.8 420 g1.8
14T L 259 do4 4345 239
1&6d ar.r 243 14 156 1r o
104G BD.T 28 5 2 A Tan
2000 B3 G 2710 6.0 84 1153
2001 &6 4 27 8 BE T o d
2002 BT & 289 BT &7 a4
200" iA B atl oo 1G5 55.5
04" LR )& A4 .4 10 A 58.2
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ESTIMATED RESIDENT POPULATION, COLORADO AND UNITED STATES

1994-2004
(Base Year: 1994=100)
E-nlnradn Lresd El.al.cs
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Population Population
Year Index {in Tm_ausannrs;u Index iIn Thousanos)
105 100 0 37139 100.0 263,126
1865 1027 318134 012 25 ATE
1005 1052 33,0052 102 4 269394
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1G58 1106 410 2 1048 275,854
1900 1136 a4 2302 106.0 278040
200 116.7 43158 1073 2E23224
2001 1198 4441 4 108 .4 2B5. 318
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COLORADO RESIDENT LABOR FORCE
1994-2004
(In Thousands)

IGJDF Faorce 1904 1985 1985 1887 1588 1848 2000 2001 2002 2003 2004"
Codorado Labor Forca 20015 20875 20832 218502 22418 226841 23512 231 24374 24707 25051
Unampioyed B4 4 B7.5 hd.4 A B&.1 58.0 85.0 BE.S 1338 140.5 140.0
Unemployment Rate (%) 4.2 4.2 4.2 3.3 5.8 2.9 2.8 - [ ) a7 5.7 a.8
Total Employment 19170 20000 20047 20800 21557 21881 22882 22006 22076 23302 23651

Agricultural 239 271 25,0 26.3 26.0 25.7 255 25.0 27.5 28.5 29.5
Monagricultural 1,893.1 19728 19843 20537 21287 21754 22607 22656 22701 23018 23357
*Estimatad
*Faorecast.

Sowirce: Colorado Depariment of Labor and Employmant and Colorada Business Economic Oufloak Committes

COLORADO NONAGRICULTURAL WAGE AND SALARY EMPLOYMENT
1994-2004
(In Thousands)

Saclor 1994 1995 1906 1987 1998 1999 2000 2001 2002 2003°  2004°
Matural Resources and Mining 137 133 126 13.2 13.4 123 2.2 12.9 13.1 13.9 14.7
Construction ars 103.7 112.2 1205 134 .6 148.5 163.6 167.7 160.2 151.8 147.2
Eanufacturing 172.5 175.5 182.9 189.3 194.4 190.7 191.3 181.9 166.3 155.3 154.2
Trade, Transportation, and LHilities 34 J60.6 ar2 3813 3924 4049 4183 423.0 2126 409.3 ar4s
Infarmatian 581 64.5 67.9 Ta.T B6.4 a7.0 108.4 107.3 936 BR.7 82.0
Financial Activilias 121.0 1214 127.8 1352 142 .8 147 .4 147.0 1483 147.7 1466 1473
Professional and Buginess Services 224.1 239.0 2521 270.2 2792 2081 315.2 308.4 289.9 285.7 2976
Educational and Health Sarvices 157.4 165.4 171.2 178.2 182.9 18649 192.8 200.8 2087 213.0 221.1
Leisura and Haspitality 2028 2152 2201 22606 2310 2385 2460 2472 247.4 2444 2528
Cithar Sendcas 647 88,5 72.7 TE.7 7.3 8.0 B0.2 a3.a 856 g54a 871
Govermmant 2883 3037 3087 3156 3223 23284 3370 23447 3587 2 3hd4d4 3527
Taotal™® 1,7058 18344 18004 15785 20667 21315 22126 22254 21837 21481 21814
“Estimaiad.

“Farscast

“MNonagricufiurel sell-amployed, npaid tamily warkers, anrd damestcs are axcludad fram Be fotal
“Dua o rounding, the sum of the ndvidual sectors may not equal Tha toial
Source: Colorado Depanmant of Labar and Emgployrnant arnd Colamstdo Business Economc Outiook Commiltios
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continued from page 10

in these areas fostered strong growth in retail sales,
business services, and local government. In 2004 all
supersectors of the state economy are expected to
show improvement over 2003; however, not all sec-
tors will add jobs. Strong growth will be seen in
professional and business services, leisure and hos-
pitality (tourism), health care, and retail trade. In
2004 Colorado will return to positive job growth,
showing an increase of 32,300 jobs, or a 1.5% gain.

In 2002 the state’s level of unemployment jumped
above the natural rate of unemployment, 4.5 to
5.0%, for the first time since 1993. The unemploy-
ment rate increased to average 5.7%, where it is
expected to remain for 2003. Despite an increase in
employment of 32,300 jobs, Colorado unemploy-
ment will not drop significantly as labor force par-
ticipation rates are likely to increase. Unemploy-
ment is expected to be 5.6% in 2004.

TOTAL PERSONAL AND PER CAPITA INCOME, COLORADO AND UNITED STATES
1994-2004
(Base Year: 1994=100)

Coloraco Unlted Siates
Total Parsonal Par Total Parsanal Par
Year Index (Millians) Capita” Incex (Billions) Capita"
159494 1000 3858597 523,055 1000 35,8784 122340
1885 108.3 92,8465 24 2840 105.3 61522 23,2565
1946 116.5 100,012.2 25,514 1912 &,538.1 24,270
19487 126.7 108, 7865.0 27067 117.9 5,928.5 25,412
19408 1379 1184128 28 TEd 1262 TA418.5 26, 853
1945 148.5 128,386.5 30,380 132.3 7. 078.5 27,880
2000 166.6 143,043 2 33.0a0 1428 8358 9 29, 780
2001 1727 148,238 8 33 455 147.6 8 ETT.5 A0.413
2002 174.0 145 424 .5 33,154 151.6 Bo11.8 30,800
2003" 178.9 153,608 4 33,585 156.6 8,205.9 31,641
2004° 1846.1 199, 752.T 34 425 163.0 9,583.3 32 654

“Basad on July 1 ennual pogulation fgures

"Estimaind

Foracas], ncludes adjusted o acoount for anlicipated populafan revisions.

Source; UL, Department of Commarca, Bursaw of Economic Anakysis

Colorado Business Economic Qutiook Commitles, and Survay of Cwman! Business
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Between 1994 and 2002, Colorado personal income
grew at a rate at least one percentage point above
the national rate. In 2003 and 2004, the rate of
growth for Colorado will be lower. The nation’s
rate of increase in 2003 total personal income will
be approximately 3.3%, followed by 4.1% in 2004.
Growth in 2003 total Colorado personal income
will be 2.8% in 2003 and 4.0% in 2004.

Between 1994 and 2000, Colorado per capita per-
sonal income increased at a CAGR of 6.2%, com-
pared to the national CAGR of 4.9%. Since then,
per capita income in Colorado has grown at a rate
well below the national rate. After showing negative
growth in 2002, Colorado per capita income is
expected to increase 1.3% in 2003 and 2.5% in
2004. This growth will continue to be lower than
the national rates of growth, which will be 2.4% in
2003 and 3.2% in 2004.

This decrease at the state level illustrates the impor-
tance of jobs in finance, manufacturing, utilities,
communications, wholesale trade, and technology,
and the fact that the recent downturn affected a
greater number of white-collar workers. It also
illustrates the importance of dividend income and
capital gains, which disappeared with the downturn
of the equity markets in 2001. These results further
highlight the differences between the national and
state economies. In retrospect, our higher wage
structured industries appear to have been more
sensitive to the recent national recession. []



Agriculture

£ 2002 will long be remembered as the year of

the drought, 2003 will be remembered as the
year cattle prices rose to levels never before experi-
enced. Although many of these same factors are in
place for 2004, it is unlikely that we can maintain
the record prices posted in late 2003. Still, 2004
should be another good year for cattle prices.
Crops in general will show a modest increase in
2004, assuming that precipitation is normal and
reservoirs are again filled to allow for irrigation.

In 2003, four important factors simultaneously
impacted the cattle industry. First, fewer cattle at
lower weights (due to the cattle cycle) and the
drought significantly reduced the amount of beef
going to market. Second, bovine spongiform
encephalopathy, or mad cow disease, was discov-
ered in Canada, stopping all beef and cattle ship-
ments into the United States and further reducing
domestic supplies. The third factor is that Canada
was unable to export their beef to other countries,
which opened up additional markets to U.S. sup-
pliers. The final contributing factor is that con-
sumer demand for beef, fueled by interest in low
carbohydrate diets, continued the rebound that
began a few years ago.

As we look to 2004, many of these factors are still
in place. It is likely, however, that as protocols are
established for Canadian cattle and beef to again
enter the United States, the pressure on domestic
supplies will ease (i.e., Canada supplies about 9.0%
of the beef and cattle in the United States). Canada’s
reentry into other international markets will also
affect U.S. exports. It is expected that beef will face
increased competition from poultry and other

protein sources, cutting into the demand for beef.
The result of these changes will be that the average
price for fed cattle will likely drop 5.0 to 6.0%, to
around $84 per hundredweight (cwt.). By historical
standards this is still a very strong price and should
keep feeders profitable at least into early 2004.
Feeder cattle prices are very high, however, and
feeding margins will be tight. The cattle cycle will
continue to produce fewer cattle, so total Colorado
fed cattle marketed in 2004 will be down to 2.2
million, the lowest level in many years.

Because numbers of cattle remain low, most cow-
calf operations should be profitable in 2004.
Average calf prices are forecast to be about
$1.05/Ib., a record price. The one discouraging note
is that due to the drought a number of cattlemen
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liquidated their herds and missed out on perhaps
the best cattle market of their lifetime. It will also
be difficult for many of these producers to restock
their herds at this time because the cost of breeding
stock has increased significantly. Overall, due to
fewer fed cattle and slightly lower fed cattle prices,
total cash receipts from cattle will be down about
10.0% in 2004, to $2.55 billion.

The dairy industry has experienced extremely poor
prices this past year. Low milk prices have resulted
in some dairies being forced out of business due to
financial stress. Herd numbers in Colorado could
drop as much as 10.0%. Moreover, average milk
prices in 2004 should increase to the range of $13
to $14/cwt., a gain of 20.0%. Total dairy products

continued on page 14

COLORADO CASH RECEIPTS FROM FARMING AND RANCHING

1996-2004
(In Millions of Dollars)
Tolal Value Wialpe ol SapacEg G mernamiaend Gross Value af

Yaar Livestack Crons af Produslion and Fodesiry” Faymenls’ Farm Revanus
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2002 12177 1.206.6 4. 4243 B45.2 186.4 g 2570
M0 15630 11,3510 49140 BXD.0 200.0 S 7a4 D
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continued from page 13

sold will account for about $235 million, making
dairy our second largest livestock sector after cattle.
Hogs will be a close third, with $230 million in
receipts. Although hog numbers are declining both
nationally and in Colorado, prices should improve

by 7.0 to 8.0% in 2004.

Because of lower fed weights and fewer imports,
lamb sales have been very strong, with a large jump
in price this past year. Marketings, however, are
expected to drop in 2004, and the price will be off
by about 8.0%. This will bring cash receipts to
around $100 million. Poultry sales will be up
slightly in 2004 due to a strong market for turkeys,
resulting in cash receipts of $110 million.
Unfortunately, alternative livestock in Colorado are

COLORADO FARM INCOME AND PRODUCTION EXPENSES

1996-2004
(In Millions of Dollars)

not doing well. Chronic wasting disease has been
devastating to the state’s elk producers, and buffalo
prices have slumped to the point that there is little
profitability left in this industry. These alternative
livestock industries will see sales slip by some 8.0%.

Colorado remains a strong livestock state due pri-
marily to the size of our cattle industry. Although
total livestock sales will be down about 8.0%, to
$3.265 billion, in 2004, the state’s cattle industry
should remain strong. It will account for nearly
55.0% of all agricultural cash receipts in the state.

Corn will top all crops, with $290 million in cash
receipts in 2004. Although 2003 will be the largest
U.S. corn crop on record, improving exports and
an expanding ethanol industry will keep prices
next year at around
$2.35/bushel. Wheat prices
should remain fairly con-
stant in 2004, at $3.25/
bushel, and with a normal

harvest (80 million bushels),

Gross Walue of Total Farm Meat Farm .
Year Farm Revenue Productbon Expenses Incoma wheat will accf"?nt f_or
1596 350140 532085 2806 4 abogt $245 million in c)ash
19067 5.119.2 44152 704.0 receipts. Hay, Colorado’s
1998 5171.0 433315 8375 other major crop, will see
19049 5.313.1 4,362.1 951.0 prices decrease slightly, to
2000 54126 47687 641.9 around $85/ton, for total
001 =,397.3 44909 11066 cash receipts of some $205
2002 5,257.8 4.547.0 7108 million. Potato acreage in
EI}EIJ-:_ A0 05 i the San Luis Valley has
2004 S030.0 4.700.0 8330 declined somewhat due to
“Essmated drought conditions. This
Fiocant area did not receive the pre-
Souice. Colerado Agncultisral Stalistcs Sesnce snid Colirgds Busirass Eooniime

Owitiook Agricuture Commelies
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cipitation that much of the

rest of the state did in 2003. It is expected that
acreage and prices will be down slightly in 2004 for
crop marketings of around $140 million. Green-
house and nursery sales remain an important part
of the state’s agricultural picture and will see sales
increase slightly, to $220 million, this coming year.

The state’s sugar beet industry was down signifi-
cantly in 2003 due to concerns over adequate irri-
gation water. With the Greeley plant closing, beets
were only processed in Fort Morgan. Unless water
issues are resolved along the South Platte, this
could be repeated again in 2004. Total cash receipts
for beets are expected to come in at around $25
million. Fruit production on the Western Slope is
beginning to change, with peaches surpassing
apples as the largest cash contributor. Wine grapes
and cherries are also seeing some increases in pro-
duction. Total cash receipts from fruit will again
come in at approximately $20 million.

Overall cash receipts from crops are expected to
total slightly more than $1.4 billion. Government
payments to farmers will be up slightly next year, to
around $225 million, due to higher crop deficiency
payments. In 2004 the effect of inflation will
increase total farm production expenses about
2.0%, to $4.7 billion, but this increase will be offset
by fewer cattle being fed. This will put Colorado
net farm income for 2004 at $833 million. [J



Natural Resources and Mining

This NAICS sector includes: Forestry and logging; oil
and gas extraction, mining; and support activities for
mining.

Logging

The logging industry has historically been an
extremely small part of the Colorado economy,
employing between 100 and 200 people. The recent
wildfires have raised a number of issues relating to
the management of our forests; however, this is not
expected to impact employment in this sector in
2003 and 2004.

PHYSICAL OUTPUT OF FOSSIL FUELS: COAL AND CRUDE OIL

0il, Gas, and Carbon Dioxide

The Colorado Oil and Gas Conservation
Commission (COGCC) estimates the value of the
oil, gas, and carbon dioxide produced in Colorado
in 2002 at $2.00 billion, 45.0% less than the pro-
duction value of 2001. About 78.0% of this total is
from conventional natural gas and coalbed
methane (CBM), 17.0% from oil, and 5.0% from
carbon dioxide. Estimated production volumes in
2003 will total approximately 875 billion cubic feet
of gas (including CBM), 19.2 million barrels of oil,
and 294 billion cubic feet of carbon dioxide.

2004 Colorado Business Economic Outlook

Gas prices were stable in 2002, with an average
price of $2.42 per thousand cubic feet. Oil prices
averaged $23.52 per barrel in 2002. The basis dif-
ferential between the average Colorado gas price
and the Henry Hub price increased from an average
of minus $0.77 per million British thermal units
(Btu) in 2001 to minus $0.97 per million Btu in
2002, reflecting the oversupply problem for Rocky
Mountain producers in 2001 and 2002 (pipeline
companies report gas volumes as million Btu).

continued on page 16

PHYSICAL OUTPUT OF FOSSIL FUELS: NATURAL GAS AND CARBON DIOXIDE

1994-2004 1994-2004
(Base Year: 1994=100) (Base Year: 1994=100)
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continued from page 15

COGCC estimates that the production value of oil,
gas, and carbon dioxide will surpass $3 billion in
2003—a 50.0% increase from 2002. Natural gas
should account for about 83.0% of this value.
Average natural gas prices are forecasted to be
$4.33 per million Btu in 2003—an 89.0% increase
over the 2002 average of $2.29 per million Btu—
with the basis differential increasing to $1.27 per
million Btu. Daily average oil production is pre-
dicted to remain flat, at 19.2 million barrels, but
the average oil price will rise to $28.80 per barrel in
2003—an increase of 22.0% from the average 2002
price of $23.52.

The Energy Information Administration (EIA)
predicts an increase in oil and natural gas demand
(and prices) in the United States for 2003 and 2004
as the economy begins to recover, with a projected
2.9% growth rate. This expansion is expected to
result in a 3.7% increase in natural gas demand in
2003 and a continued rise in 2004. Natural gas pro-
duction is expected to increase by only 1.2% in
2003. The Rocky Mountain region is expected to
respond to this supply deficit by increasing natural
gas production from existing fields and expanding
into new areas. The expansion of the Kern River
pipeline, which will take an additional 900 million
cubic feet per day out of the Rocky Mountain mar-
ket, has dramatically reduced the basis differential
for gas. As a result, COGCC forecasts an average
natural gas price in Colorado of $4.61 per thou-
sand cubic feet for 2003-2004, the highest average
since 2000-2001.
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EIA reports that crude oil prices have been rising
because of instability in the Middle East, low
inventories, continued cold weather, and a slow
recovery in Venezuelan exports. World oil prices
are expected to remain near $30 per barrel through
the winter of 2003-2004, declining to about $27 per
barrel by late 2004.

The petroleum industry in Colorado, particularly
the natural gas segment, may be poised for another
boom. High natural gas prices and soaring oil and
gas revenues are expected to drive a resurgence in
natural gas-directed activity in 2003-2004 follow-
ing the downturn in 2002. Employment should
increase in response to higher prices and the added
pipeline capacity for delivery of natural gas to
more markets. Natural gas production is forecasted
to total 875 billion cubic feet in 2003 and 950 bil-
lion cubic feet in 2004. This is expected to result in
an employment level for the oil and gas subsector
of 8,000 in 2003 and 8,800 in 2004. Generally,
employment in this subsector is directly correlated
to energy prices. The implication for the consumer
is that all energy prices will be relatively high.
Gasoline is likely to be in the range of $1.50 to
$2.00 per gallon in 2004. This level of gasoline
price may have a negative impact on tourism and
agriculture in Colorado.

The petroleum industry in Colorado,
particularly the natural gas segment,
may be poised for another hoom.

The Independent Petroleum Association of
Mountain States has identified four interrelated
issues that are now challenging competitiveness in
Colorado and the Rocky Mountain region:

1) Financial Constraints—Drilling wells and build-
ing new pipelines requires capital (cash flow and
credit).

2) Price Volatility—Uncertainty over future prices
results in cautious investing. The cyclical nature
of gas prices makes timing critical.

3) Infrastructure Deficiencies—To compete with
other regions, new pipelines must be built in the
Rockies.

4) Regulatory Uncertainty—Delays limit a com-
pany’s ability to respond to supply and demand
imbalances.

Coal

Colorado’s coal industry set new records for pro-
duction and efficiency in 2002. In that year, the
state’s 12 coal mines produced a record 35.2 mil-
lion short tons of coal. This is the first time that the
35-million-tons mark was surpassed, and is more
than double the coal produced in 1989. Most of the
produced coal (97.0%) is sold as steam coal for
electrical generating plants. More than half of the
coal is exported to markets in Kentucky, Indiana,
Tennessee, and Mississippi. Coal sales set a record
high in 2002, and are only 4.0% lower through
October 2003. The Colorado Geological Survey
estimates that coal production for 2003 will be
about 34 million short tons.



Coal industry employment has also increased in
recent years. According to the Colorado Depart-
ment of Labor, 1,853 coal miners were employed as
of December 2002, a 3.0% increase over the previ-
ous year. These miners work and live primarily in
rural parts of northwest Colorado. The coal mines
provide good, stable employment to areas that may
otherwise have low employment opportunities.
More than 2,400 people are currently employed in
the industry. According to a 2002 survey of coal
producers by the Colorado Mining Association, the
average miner earns more than $80,000 annually in
pay and benefits. Coal miners are the highest paid
industrial workers in Colorado and have the fourth
highest average salary for mining states.

Twelve mines currently operate in nine Western
Slope counties. The three highest coal producing
counties last year were Gunnison, Routt, and
Moffat. Seven underground and five surface mines
supply coal via truck and rail to power plants in
Colorado, Utah, and the Midwest. Oxbow Mining
closed its Sanborn Creek Mine in February 2003
after opening the new adjacent Elk Creek Mine. Elk
Creek will provide safer mining conditions as the
coal is only 750 feet deep, much shallower than the
2,400-foot depth reached in the Sanborn Creek
Mine. This mine had substantial methane gas and
rock burst conditions.

Colorado ranks eighth in coal production nation-
ally. Of the top 10 coal producing states, only
Colorado and Wyoming had increases in coal pro-
duction over the previous year. This remarkable
output in regional coal production reflects the
demand for clean western coal. Power plants in the
Midwest use low-sulfur and low-mercury western
U.S. coal to blend with their higher sulfur coal in

order to comply with air quality requirements.
Approximately 82.0% of the electric generation
output in Colorado is supplied by coal, giving the
citizens of Colorado the third lowest electricity
rates in the nation.

According to EIA data, the average mine price for
Colorado coal dropped from $24.65/ton in 1985 to
$17.72/ton in 2002. Prices fell during the first quar-
ter of 2002 and are in the $16 to $18/ton range as
of October 2003. The estimated value of Colorado
coal produced in 2002 was more than $600 million.

In the future, Colorado coal production will
depend highly on environmental regulations. Coal
production could be constrained by national regu-
latory and legislative action, including mandatory
greenhouse gas emission standards for coal-fired
power plants and regional haze regulations. The
demand for Colorado coal is projected to fluctuate
between 29 and 40 million short tons annually
through 2014. Hill & Associates, a management
consulting firm, forecasts the demand for Colorado
coal could drop as low as 25 million tons by 2014
under current air quality regulations if all power
plants attain compliance. The demand for
Colorado coal could fall to as low as 11 million
tons annually if stringent carbon dioxide emissions
are adopted. Under current regulations, prices are
expected to decline to the $12/ton range (2002
constant dollars) by 2014 as more power plants
develop air pollution controls.

According to EIA data, the average mine
price for Colorado coal dropped from
$24.65/ton in 1985 to $17.72/ton in 2002.
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Nonfuel Minerals

Nonfuel mineral production includes metals,
industrial minerals, and construction aggregates.
Nonfuel mineral production and employment is
forecast to remain stable in Colorado in 2004.
Colorado will continue to be an important U.S.
producer of molybdenum, gold, soda ash, sodium
bicarbonate, construction aggregate, gypsum, and
cement. In 2002 (the most recent annual data avail-
able), the U.S. Geological Survey estimated a total
value of nonfuel mineral production in Colorado
of $614 million. This was a gain of 6.4% over the
2001 production value. The production value of
nonfuel minerals is expected to be substantially
higher in 2003 and 2004, due principally to
increases in the prices of gold and molybdenum.

According to U.S. Department of Labor’s Bureau
of Labor Statistics, annual employment in the
metal mining industry in 2002 was 1,141 workers.
Nonmetallic, nonfuel mineral mining employed
2,101 people in 2002. The Colorado Geological
Survey estimates 3,500 employees in the nonfuel
mining subsector for 2003 and 2004.

Gold prices increased significantly in 2003 com-
pared to the depressed prices during the previous
four years. As of early October 2003, the spot gold
price was around $380 per ounce, while the average
gold price in 2002 was $310 per ounce. This is good
news for Colorado’s only operating gold mine, the
Cripple Creek & Victor Mine (CC&V) in Teller
County. This world-class mine employs about 300
people and produced 224,000 ounces of gold in
2002. In late 2002, CC&V completed its two-year,
$168.5 million expansion and capital improvement
program. With the expanded production capacity,

continued on page 18
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continued from page 17

the mine is expected to produce 300,000 to 400,000
ounces of gold per year in 2003 and beyond. The
current reserve base is sufficient to support gold
production until 2012 at the expanded produc-
tion rate.

Denver-based Newmont is the world’s largest gold
mining company. Although it does not have any
active mining operations in Colorado, the company
employs several hundred people. Several smaller
mining and mineral exploration companies also
are headquartered in the Denver area and provide
employment for geologists, mining and metallurgi-
cal engineers, and financial specialists.

The Henderson Mine in Clear Creek County con-
tinues to be North America’s largest primary pro-
ducer of molybdenum. The underground mine is
owned by Climax Molybdenum Company, a sub-
sidiary of Phelps Dodge Corp., and employs
approximately 300 people. In 2002, the mine pro-
duced 20.5 million pounds of molybdenum metal,
an increase of 9.0% over the 18.8 million pounds
produced in 2001. Molybdenum prices have risen
significantly in the past two years. As of October
2003, the price for molybdic oxide was more than
$6.00 per pound compared to an average price of
$3.75 per pound in 2002 and $2.36 per pound in
2001. The Henderson Mine hopes to increase pro-
duction by 5.0% over the next year and an addi-
tional 5.0% the following year, according to a July
article in the Clear Creek Courant.

The continued sluggish economy has resulted in a
slower pace of residential and commercial con-
struction in 2003, which, in turn, has led to a
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COLORADO NATURAL RESOURCES AND
MINING EMPLOYMENT

1994-2004
(In Thousands)
Total Matural
Resources and Mining  Perceniage
W el Enmlw:nenl Change
1584 1A.7 =2 1%
19895 133 2.9
1985 12.6 5.3
14487 132 4.8
1998 134 1.2
1999 12.3 -8.2
2000 122 0.8
2001 128 5. T
2002 131 16
2003 138 8.1
004" 147 58
*Estimated
‘Forecast

Source Colorado Departmant ol Labor and Employmend and
Colorado Busmess Economis Dutiook Commttes

decline in demand for and production of construc-
tion aggregates (sand, gravel, and crushed stone).
This trend is expected to stabilize or reverse in 2004
as the overall economy improves. In 2002 (the
most recent year for production statistics), aggre-
gate mines in Colorado produced approximately
62.5 million tons of construction material, for a
total estimated value of $319 million.

Several other important nonfuel mineral com-
modities are produced in Colorado. Soda ash and
sodium bicarbonate continue to be produced by
solution mining techniques in Rio Blanco County,

northwest of Parachute. Solvay America, Inc. pur-
chased American Soda LLP from Williams in
September 2003 for an undisclosed price. Centex
Construction Product’s American Gypsum opera-
tion produces gypsum from its mine in Eagle
County. The gypsum is manufactured into wall-
board and other products at the plant in Eagle
County. Holcim (US), Inc. operates a large port-
land cement manufacturing plant near Florence,
Colorado. It recently upgraded the plant to a pro-
duction capacity of 1.9 million tons per year. GCC
Rio Grande, Inc. has been planning and permitting
a major new cement plant near Pueblo during the
past several years. The $200 million plant is
projected to produce 1 million tons of cement

per year. When operational, the plant and mine

is expected to directly employ approximately

100 people.

Employment

Employment in the logging industry is expected to
remain flat in 2003 and 2004. There will be between
150 and 200 jobs in this area.

Employment in the Mining Sector falls into three
categories. About 32.0% of the employees work in
the area of oil and gas extraction, approximately
38.0% are employed in mining, and around 30.0%
are in support activities. Employment in this sector
is expected to increase by 800 jobs in both 2003
and 2004.

Employment in the Natural Resources and Mining
Supersector is expected to total 13,900 employees
in 2003 and 14,700 employees in 2004. []



Construction

This NAICS sector includes: Construction of build-
ings, heavy and civil engineering construction, and
specialty trade contractors.

he effects of the slowing Colorado economy

caught up with the Construction Supersector
a year ago. The decline broke a string of positive
growth rates—many of which were double-digit
increases—that dominated the 1990s and contin-
ued through 2001. Layoffs actually accelerated in
the second half of 2003. The annual average
employment for the year is expected to drop 5.2%
from the prior year, to 151,900 workers. Stability in
major building sectors during 2004 will be offset by
increased competition for contracts, particularly in
the first half of the year. A net employment decline
of 3.1% from 2003 is forecast for 2004, for an
annual average of 147,200 workers.

Single-Family Housing

New single-family activity has been declining in
2003 throughout Colorado, with single-family
residential permits down 10.6% from 2002. The
decrease has been broadly based, with the sharpest
slides in the Front Range counties from metro
Denver north to the Wyoming border. An exception
to these downswings is the Grand Junction area,
which has seen an increase in both single-family
and multifamily permits. In El Paso County a
90.0% decline in multifamily permits overwhelmed
stable single-family permits to give Colorado
Springs the largest decline—26.0%—in total
permits for any of the state’s metropolitan areas.

Low mortgage interest rates, which reached 40-year
record lows for several months, helped moderate
the decrease in permit activity throughout 2003.
This allowed continued “borrowing from the
future” as declining mortgage interest rates have
made home ownership affordable to first-time
buyers who would otherwise be apartment renters.
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of state. The Federal Reserve will keep interest rates
stable during an election year. A modest 5.4%
increase in single-family detached permits is fore-
cast for 2004, bringing the total number of permits
to 33,000 units. For perspective, this level of activity
is 12.0% below the average number of single-family
permits from 1998 through 2001, but 6.0% higher

In 2004 little carryover of demand is anticipated,
but new single-family home sales and construction
activity will begin to improve. The stability will
come from a recovering economy, modest employ-

ment growth, and more people arriving from out

than the average for 1996 and 1997. The biggest
effect on the value of new housing costs will be
that the baby-boom generation is still buying

larger units.

continued on page 20

EMPLOYMENT IN CONSTRUCTION, COLORADO AND UNITED STATES
1994-2004

(In Thousands)

(Base Year: 1994=100)

Codorada Linited States
Percentage Percentage

Year Index Mumber Change Indax Mumber Change
1894 100.0 ar.g 12.8% 1000 53,0950 G.6%
1895 10549 103.7 549 103.5 5274.0 is
1846 1146 1122 B2 108.7 5.,536.0 2.0
1847 123.1 120.5 T4 114.1 58130 5.0
15498 137.5 1346 11.7 120.7 6,149.0 58
1509 151.T 148.5 10.3 128.5 6,545.0 .4
2000 167.1 163.86 10.2 1332 G, raro 3.7
2001 1743 167.7 2.5 134.0 68260 0.6
2002 1683.68 1680.2 =4.5 13241 6, 732.0 -1.4
2003 1552 151.0 -52 1335 6.802.0 1.0
2004° 1504 147.2 -3.1 1245 G.873.0 1.0

"Estirnaled.

SFarecast

Source: ULS. Depariment of Labor, Colorade Department of Labor and Employment, Bureaw of Labor Stalistics, and
Colorado Busingss Economic Dullock Cammtise,
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Multifamily Housing

There was a surge in production of multifamily
units until 2003, when the economy weakened and
low interest rates made home ownership affordable
to many renters. These factors combined to batter
apartment and rental markets. Vacancy rates are up,
rent concessions are widespread, average rents are
dropping in some areas, and new product is being
absorbed at the expense of old. The softest markets
are along the Front Range, but even the historically
tight mountain areas have not been immune.

The proportion of attached, for-sale units in total
multifamily production continues to increase.
Although this sector has benefited from low mort-
gage interest rates, the low rates have been a two-
edged sword. Many first-time home buyers, who
typically would be looking for an affordable
attached home, have been able to qualify for a
higher priced, single-family home, pulling some
attached home sellers’ best clients out of this mar-
ket. As of fall 2003, the number of condominiums
listed for sale in the Denver area totaled 7,000
units, a number that may dampen builders’ enthu-
siasm in the short run.

After a recent construction peak of more than
18,500 new units in 2001, multifamily production
was scaled back to fewer than 13,000 units in 2002.
This cutback accelerated in 2003, and we expect the
total for this year to fall to 6,700 units. Although the
Denver metro area experienced a major correction
in 2003, it still accounts for the lion’s share of multi-
family construction in the state. Much of the re-
mainder of Colorado has seen multifamily
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production come to a virtual halt. Multifamily
starts in the nonmetropolitan areas of the state
(including resort counties) will not likely exceed
500 units for the year.

Another decline in multifamily starts in 2004
seems unavoidable. A recovery in the apartment
market appears to be three to four years away in
major Front Range markets, leaving the attached
home sales market shouldering the burden for the
multifamily sector in the next few years. Look for a
drop to 5,000 multifamily permits in 2004, with
most of these intended for sale.

Nonresidential Building

The value of construction during 2003 in the com-
mercial, retail, and institutional building subsectors
will drop 3.0% from its 2002 total. The weakness in
this sector will continue into 2004, with only a
small 4.0% gain. A larger increase from 2003 might
be realized if nonresidential construction continues
to follow new housing starts and if the four
planned +$100 million prisons are started in 2004
in southern Colorado.

Medical buildings will again be the major exception
to the downturn in nonresidential building. This
sector has historically accounted for less than 10.0%
of nonresidential building, but it has grown to a
greater proportion of that total. A surge of this type
of work will start in 2004 as the new Children’s
Hospital and the next phase of higher education
development at Fitzsimons begin construction.
Medical office buildings, senior living, ambulatory
surgery centers, and imaging centers are expected
to remain strong into the first half of 2004.

Vacancies in office building throughout the Front
Range have stabilized in 2003. Construction of
new space totaled only 185,000 square feet. The
corporate and speculative market will likely have
excess capacity until approximately 2008. The pace
of construction in the industrial and retail sectors
will remain slow in 2004. Even a rapid recovery in
the high-tech and telecommunications industries
would not absorb unused offices quickly, especially
in northwest metropolitan Denver where vacancy
rates declined further in 2003, to 29.5%.

Voters considered requests by school boards for
$900 million in new K-12 bond issues; historically,
we have seen about two-thirds of these requests
pass. These moneys are not likely to be expended
until 2005, but a large percentage of bond issues
approved in 2002 will continue to make this sub-
sector one of the robust spots in 2004. The remain-
der of government construction is mixed. The new
Denver convention center hotel is on a fast schedule
and will contribute to next year’s volume, but state
government will be forced to restrain spending. No
significant capital development is expected during
this forecast horizon.

Nonbuilding Construction

This segment of the construction market is driven
by large projects, such as those sponsored by the
Colorado Department of Transportation (CDOT),
the T-REX project, water and pipeline projects, and
municipal public works.

In 2003 the sector experienced a small decline as
governmental budgets have remained weak and
margins on jobs bid in the public arena have



become impossibly slim. Contracting companies
have seen the number of firms that respond to bid
notices skyrocket, and the increased competition
has pushed down prices. Several large firms expect
to retrench or seek work outside of Colorado.

Propping up the nonbuilding work has been
T-REX highway work. This is the peak year of the
project, with $230 million of activity. Thanks to
the sale of $100 million in bonds during 2003,
CDOT will spend approximately $470 million in
2003 for highway work in addition to the southeast
corridor project.

BUILDING PERMITS BY TYPE

Nonbuilding work will experience an overall
decrease of about 15.0% in 2004. The highway por-
tion of T-REX will decline in 2004, to $114 million,
but southeast corridor contractors will continue to
build the light-rail segment at a pace of about $150
million. The 2004 CDOT highways budget (not
including T-REX) will be down modestly, to $460
million, excluding design and right of way.

A sharp decline in airport work is forecast for 2004.
Denver International Airport’s sixth runway, which
is the longest at the facility, has been completed.

More airport work will focus on security measures,
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and spending will shift to the machinery and
buildings to support new those new facilities.

Like 2003, strength will continue in utility work for
pipelines, water treatment plants, and dams and
other water-related projects. Contractors report
20.0 to 25.0% increases on minireservoir storage,
pipelines, dam repairs, and water treatment plants.
The Denver Water Board plans to accelerate the
Moftat Collection System and expand the recycled
water distribution system. Utility work for develop-
ers will see a similar increase in 2004 as the single-
family market recovers to a small degree. []

VALUE OF CONSTRUCTION IN COLORADO BY TYPE

1994-2004

1994-2004 (In Millions of Dollars)
Total Tolal Total |
W ear Siﬂﬁ'} Family Muttifamiby |-||;.u5.ing Uniis Year Residentizl Monresidential EIuiIl:Iing HI:I'IIJIJ"diI‘IE Construction
1994 20,317 7,812 a7.229 1994 $3,896.0 $1,585.0 $5,481.0 $974.0 $6,455.0
1995 28 404 10,218 38,822 15495 36329 1,857.2 53,2801 Bra.8 §.468.9
1906 30,361 10.774 41135 1996 4,589.4 25442 7.143.6 B33.7 T.977.3
1997 31,941 11,112 43,053 1247 47748 32737 B.048.3 1.145.1 8,183.4
1998 36,107 15,049 51.156 1008 5.486.1 25535 B,039.6 1.376.9 0,416.5
1899 38,410 10,903 48,313 1599 6.229.1 3.602.2 8,831.3 1,576.0 11,4073
2000 38 588 16.008 55,007 2000 T0286 3,244 2 10,2728 1.712.2 11,8850
2001 96,437 18,507 54.944 2001 6.593.3 3,456.3 10,049.6 1.596.1 11,645.7
(02 34,933 12 938 47,871 2002 6.357.3 2,770.1 9,127.4 2.138.7 11,2661
., 2 2003" 59240 2,690.0 8.614.0 2.050.0 10,100.0
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Saunca: Depariment of Cansus and Colorado Business Economic
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Source: F.AY, Dodge Company, Divigion of MoGraw-Hill, he Colorado Condraclons Assodialion, and
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Manufacturing

This NAICS sector includes: Food manufacturing; bever-
age and tobacco product manufacturing; textile mills;
textile product mills; apparel manufacturing; leather and
allied product manufacturing; wood product manufactur-
ing; paper manufacturing; printing and related support
activities; petroleum and coal products manufacturing;
chemical manufacturing; plastics and rubber products
manufacturing; nonmetallic mineral product manufactur-
ing; primary metal manufacturing; fabricated metal prod-
uct manufacturing; machinery manufacturing; computer
and electronic product manufacturing; electrical equip-
ment, appliance, and component manufacturing; trans-
portation equipment manufacturing; furniture and

related product manufacturing; and miscellaneous
manufacturing.

he state and national economic downturn

continues to be especially brutal to the manu-
facturing industry, with continual job losses posted
since 1998. While economic performance in the
manufacturing industry did improve in 2003, the
industry still sustained heavy job losses. Based on
the new North American Industry Classification
System (NAICS) industry definition, the manufac-
turing industry lost a record 15,600 jobs in 2002.
Job losses in 2003 are not expected to be quite as
severe, but a further contraction of the industry, by
11,000 positions, is forecasted. While the picture
brightens in 2004, it is expected that the industry
will lose another 1,100 jobs. Indeed, manufacturing
jobs now account for only about 7.0% of the state’s
total employment base, down from 9.5% in 1998.

Two main themes emerged in the examination of
the manufacturing industry this year. First, the
number of off-shore manufacturing operations has
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increased, with most industry experts expecting
that these jobs are lost to the U.S. economy forever.
Second, enhanced production processes and tech-
nological changes have advanced global productiv-
ity at an astonishing rate. Between 1995 and 2002,
global industrial production was up 30.0% even as
manufacturing employment fell 11.0%. This
means that manufacturers all over the world are
able to do more with fewer employees due to these
productivity increases. While there are advantages
to both off-shore operations and productivity
gains, they each have their downside, namely that
despite improving economic conditions, manufac-
turing employment in the United States and
Colorado is still expected to decline in 2004.

Survey Results

For the 13th year in a row, the manufacturing com-
mittee conducted a survey of Colorado manufac-
turing businesses to determine their outlook on the
industry and discover their needs and concerns.
Companies responding to the survey represented
about 3,700 employees or approximately 2.5% of the
manufacturing employment base. Although this is
a small sample size, it does give some perspective
on the manufacturing outlook for Colorado.

Company representatives were asked whether their
company’s performance over the past year was bet-
ter than expected, worse than expected, or as
expected. Companies had expected a more positive
year in 2003, but that did not happen. About 38.0%
of the firms surveyed stated that their performance
was worse than expected, similar to last year’s
results of 37.0%. On the positive side, 33.0% noted

PERCENTAGE OF SURVEY RESPONDENTS
OUTSOURCING OPERATIONS

Outsource Outsource
Domestically  Internationally
2003 2004 2003 2004
Manufacturing  69% 67% 17% 21%
Product Design 21 24 2 7
Product
Development 10 12 5 10

that their company performed better than expected
this year compared to 30.0% last year. Twenty-nine
percent of the company representatives said per-
formance was on target this year.

Companies remain cautious as we enter 2004 as
evidenced by facility expansion plans for the next
three years. More than 56.0% of the respondents
said they have no facility expansion plans com-
pared to last year when 60.0% had no such plans.
On the positive side, 32.0% expect to expand their
facilities in Colorados; this percentage was 28.0%
last year. Furthermore, only 5.0% expect to down-
size, the same as last year.

Outsourcing and off-shoring of Colorado manu-
facturing operations are a growing concern.
Indeed, planned overseas expansions were up this
year, increasing from 3.0% in 2002 to nearly 10.0%
this year. As the direction of future manufacturing
orders remains uncertain, numerous companies
are outsourcing their manufacturing, product
design, and product development activities to
avoid making permanent staff changes. As the
table on this page shows, companies are increasing



their outsourcing operations, both domestically
and overseas.

Some level of outsourcing of manufacturing, prod-
uct design, and product development is necessary
to remain cost competitive, provide production
flexibility, tap new sources of innovation, and cre-
ate a presence in emerging markets. However, if
companies outsource excessively, they begin to lose
their sources of tacit knowledge generation and
intellectual property. Without continuous product
innovation, companies can quickly lose their new
product development capabilities. Within one or
two product lifecycles these companies can relin-
quish control of their processes, technologies, and
products and end up as marketing shells. Manufac-
turing firms should use caution in their outsourc-
ing operations, making sure that they are not
substituting short-term financial results for long-
term strategic competitive advantage.

From 1993 to 2001, one of the major concerns of
manufacturing companies was the availability of
workers. Rising unemployment in the latter half of
2001 through 2003 has eased some of the work-
force issues facing manufacturers. In 2001, only
30.0% of the responding companies thought that
the availability of professional staff was excellent or
good. This figure jumped to 71.0% in 2003. As for
hourly workers, 54.0% of the companies felt that
availability was excellent or good this year com-
pared to 23.0% in 2001.

Related to this, the percentage of survey respon-
dents stating that the work ethic of the labor force
is excellent or good also increased. In 2001, 39.0%
of the survey respondents were pleased with the

work ethic of their professional staff. This figure
jumped to 56.0% in 2003. In 2001, 27.0% of the
survey respondents were pleased with the work
ethic of their hourly staff. This figure increased to
34.0% in 2003. As layoffs across industries con-
tinue, employers are finding it easier to hire quali-
fied workers, and it appears that employees are
working harder in the hopes of keeping their posi-
tion. The table on this page details the results of the
labor questions this year compared to 2001.

Finally, companies were asked to identify opera-
tional factors that would positively or negatively
impact their operations during 2004. On the posi-
tive side, 23.0% of the companies reported that the
availability/cost of financing would help them in
the coming year. Moreover, 20.0% noted that the
company’s proximity to research colleges and uni-
versities is expected to be a benefit to their opera-
tions in the coming year.

ATTRIBUTES OF THE
COLORADO LABOR MARKET

Professional Staff Hourly Staff

2001 2003 2001 2003

Skill Level 58%  73% 34% 39%
Willingness 57 68 40 51

to Learn

Productivity 50 59 33 39
Availability 30 71 23 54
Work Ethic 39 56 27 34

Note: Percentage of responding companies stating that the
labor force attribute was “excellent” or “good.”
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On the downside, 91.0% of the survey respondents
indicated that rising health insurance costs are hin-
dering business operations. Rising energy costs are
also expected to hamper business operations as
noted by 81.0% of the survey respondents.
Lackluster state economic conditions (57.0%) and
rising labor rates (54.0%) were also noted as nega-
tive influences on business by the respondents.

Companies were also asked to identify national and
global factors that may help or hinder their opera-
tions. There were two factors that stood out as
potentially having a positive impact on Colorado
manufacturers. First, 31.0% of the respondents
indicated that outsourcing manufacturing opera-
tions would positively influence their operations.
Second, 20.0% of the companies indicated that the
value of the dollar internationally is having a posi-
tive impact on their operations. On the downside,
numerous factors were identified as having poten-
tial negative impacts on manufacturers. The factors
most frequently cited included increasing levels of
foreign competition (57.0%), more stringent
domestic government regulations (56.0%), and
weak national economic conditions (55.0%).

The issues and challenges facing Colorado manu-
facturers were succinctly summarized by one of the
survey respondents.

“As long as we continue to export manu-
facturing jobs, it will hurt our business.
Businesses also continue to be burdened with
a disproportionate share of taxes (personal
property an excellent example). It is difficult

continued on page 24
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Manufacturing COLORADO MANUFACTURING EMPLOYMENT BY INDUSTRY GROUPS
continued from page 23 1994-2004
(In Thousands)
Induslry Group 15954 1995 1988 1887 1558 1828 2000 2001 2002 2003"  2004"
Food 18.8 19.6 19.3 19.6 18.6 18.3 19.8 19.8 19.5 19.5 18.6
Beverage and Tobacco 6.9 6.9 &7 6.4 6.3 5.9 5.9 6.0 5.9 6.0 6.1
Printing and Realated 125 127 12.3 12.5 12.4 11.8 11.4 10.4 0.2 85 8.3
Other Mondurables 225 21.8 21.4 21.6 235 23,4 23.0 20.8 15.4 18.8 i8.6
Sublolal, Mondurable Goods GO.7 0.8 5a.7 60.1 61.8 60.4 60.1 570 540 528 G2d
MNonmetallic Minerals 7.6 B.1 87 9.1 ar 10,3 0.8 0.4 8.8 8.3 8.2
Fabricated Matals 15.0 16.0 16.5 17.3 17.4 17.6 18.3 17.2 15.7 15.2 15.4
Compuler and Elactronics 40,1 418 432 451 483 47.5 48.3 47 6 40.T7 358 34.4
Transportation Equipment 10,7 1.8 124 138 138 13.2 123 11.3 10.4 9.2 9.4
Other Durablas 283 41.2 424 439 428 416 41.5 3.4 a5.7 332 332
Subtotal, Durable Goods 111.7 1187 123.2 1282 1328 130.2 131.2 1249 112.3 102.5 101.6
Tatal, All !.'Ianuh!nluriﬂ ir2s 1735 182.9 188.3 184 .4 190.7 18913 18148 166,35 155.3 154.2
“Estirmated.
PForacast

Source: Colorada Department of Labor and Emplayment and Colorado Business Economic Oullock Commities

enough competing with foreign labor rates,
escalating health costs (that many foreign
countries do not have), unfavorable currency
valuations, etc. without having our own local,
state, and federal governments add to the
problem.”

Employment Forecast

Colorado manufacturers took another beating in
2003 after sustaining a record loss of 15,600 jobs in
2002. The industry contracted by an additional
11,000 positions in 2003, a 6.6% decline. While the
picture is brighter for 2004 as national and inter-
national economies improve, employment is still
expected to drop by 0.7%.

24

NonpuRraBLE Goops

Under the newly implemented NAICS, the largest
nondurable goods subsector in Colorado is food
manufacturing. The value of food product ship-
ments throughout the United States continues to
increase, with shipments increasing 4.3% from
August 2002 to 2003. Total inventories are holding
steady, while the ratio of inventories to shipments
has declined since the beginning of the year, indi-
cating some industry strength. Employment in the
food products industry nationally shows a positive
trend, with stronger growth since the beginning of
2003. In Colorado, employment in this subsector is
expected to remain at 19,500 positions in 2003, the

same level as 2002. The industry is forecasted to
expand by 100 positions in 2004.

The beverage manufacturing subsector in Colorado
has remained relatively stable since 1999. Total
employment in 2002 stood at 5,900 positions, and
is expected to increase by 100 positions in both
2003 and 2004. Colorado is a leading producer of
beer and micro-brews, and also has significant
wine, water, and soda production operations.

The printing and related support activities subsec-
tor includes newspaper production, commercial
printing, periodicals, books, greeting cards, and
other miscellaneous publishing. Computerization
and the economic downturn have contributed to



continual declines in the subsector since 1998, both
nationally and in Colorado. Computer hardware
and software has increased the ability of all compa-
nies to produce and distribute reports and publica-
tions electronically rather than in printed format.
Furthermore, the economic downturn decreased
demand for printed media by businesses. The total
value of shipments in the United States in the
printing subsector is down 5.6% from August 2002
to August 2003. This decline began in 2000 when
shipments throughout the United States peaked at

a little over $9 billion. Colorado employment in the
printing and related support activities subsector
continues to decline, with a loss of 700 positions
expected in 2003 followed by an additional loss of
200 jobs in 2004.

The other nondurable goods subsectors include
textiles, apparel and leather goods, paper manufac-
turing, petroleum and coal products, chemicals,
and plastics and rubber products. With the excep-
tion of the latter two categories, these subsectors

MANUFACTURING EMPLOYMENT, COLORADO AND UNITED STATES
1994-2004
(In Thousands)
(Base Year: 1994=100)

Colorado United Stales
Percanlage Percentage

Year Ik Murmibisr Change Indax Murmbser Chan
1904 100.0 172.5 3.6% 100.0 17.021 1.5%
19405 1041 179.5 41 101.3 17.241 1.3
19406 1060 18249 19 101.3 1F.23F .0
1947 1067 188.3 35 1023 17418 1.1
1208 112.7 1944 2.7 103.2 17,560 0.8
1588 110.6 180,77 -1.9 101.8 17.322 =1.4
2000 1108 191.3 03 101 .4 17,263 0.3
2001 1054 181.9 4.9 96.6 16,441 -4 8
2002 0 4 166.3 -B.6 a8 15306 -8
2003° 0.0 1655.3 -B.5 a6 4 14 701 =410
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have a small, yet stable, presence in Colorado. The
textiles and apparel and leather goods subsectors
employ about 3,200 people, but continue to face
stiff overseas competition. Roughly 2,600 people
are employed in paper manufacturing in the state,
including cardboard containers, packaging, and
paper products. Another 700 people work in the
petroleum and coal products subsector, mainly
within petroleum refining operations. Flat to
slightly declining employment is expected within
all of these subsectors in 2003 and 2004.

The chemical manufacturing subsector includes
petrochemical manufacturing, industrial gases,
biotechnology, pharmaceuticals, household chemi-
cals, and related industries. This is a very volatile
subsector, with wide swings in individual company
employment resulting from the success or failure
of medical clinical trials and changes in the price
of oil. Biotechnology is an important emerging
subsector for the Colorado economy and has been
targeted in state economic development efforts.
The continued development of the Bioscience Park
Center at the former Fitzsimons Army Medical
Center and the transformation of this site to an
educational medical complex present long-term
opportunities for the industry, though employ-
ment is expected to grow by only 100 jobs in both
2003 and 2004. Chemical manufacturing employs
approximately 7,100 Colorado workers.

The plastics and rubber products subsector

includes companies producing plastic film, plastic
foam products, and other miscellaneous products.
Rubber firms have a limited presence in Colorado,

continued on page 26
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while the plastics industry continues to grow. This
subsector includes injection-molding companies,
which are closely tied to the biotech and electronics
industries. The recent slowdown in those industries
means that employment in the rubber and plastics
subsector will decline by 200 workers in both 2003
and 2004, down from the 2002 employment base
of 5,400 workers.

The other nondurable goods subsectors are
expected to decline by 600 positions in 2003

MANUFACTURING EMPLOYMENT
DURABLE AND NONDURABLE
1994-2004
(In Thousands)

(Base Year: 1994=100)
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and 200 positions in 2004. This brings the total
Nondurable Goods Sector employment forecast to
52,800 positions in 2003, down from 54,000 jobs in
2002. Employment will continue to fall slightly in
2004, declining by 200 positions. Nondurable
goods employment continues to represent about
one-third of Colorado’s total manufacturing
employment base.

DurasLE Goobps

Outputs of the nonmetallic minerals subsector

are closely tied to all types of construction activity.
This group includes everything from pottery,
plumbing fixtures, and glass products to brick and
tile and concrete and stone products. This subsector
lost an estimated 500 jobs in 2003, to end the year
with average employment of 9,300. The T-REX
transportation expansion project is ongoing, as are
other infrastructure projects, but both residential
and nonresidential construction are projected to
drop in 2004, though at a slower rate. Because of
the diversity of products in this group, and
improvement in both the Colorado and national
economies, employment in this subsector should
level off. Still, another small drop of 100 jobs is
expected in 2004.

The fabricated metals subsector provides materials
for numerous other areas, everything from steel
beams for construction to component parts for a
myriad of other products, virtually anything with
metal content. Employment in this industry fluctu-
ates with demand from other industries. Many of
the firms in this category are small suppliers to
producers of industrial machinery. This subsector

has endured three years of job losses, dropping
another 500 jobs in 2003, to end the year with aver-
age employment of 15,200. Business investment is
finally starting to show signs of life, and this should
translate into higher demand for fabricated metal
products. However, excess capacity and the high
productivity of existing workers will temper
demand for new hires. Still, the slow state and
national recovery will help this subsector recoup
200 jobs in 2004.

The largest durables goods subsector in Colorado
is computers and electronics products. The years
2002 and 2003 have not been good for information
technology and other electronics products. Follow-
ing the dot-com crash in 2000 and the 9/11 terror-
ist attacks in 2001, capital spending on information
technology equipment by U.S. companies decreased
by more than 50.0% and has stayed at a mainte-
nance level during 2002 and 2003. Adding to the
drop in manufacturing activity caused by the 2001
recession, the accelerating trend of outsourcing
manufacturing, product design, and product devel-
opment to contract companies has transferred mil-
lions of U.S. manufacturing jobs to Asian countries.

Colorado electronics manufacturing has been hit
particularly hard by these events. The outsourcing
trend shut down several state-of-the-art printed
circuit board assembly plants and final assembly
plants. The lack of demand for telecommunica-
tions and Internet equipment has devastated the
local optical networking equipment and photonics
equipment subsectors. Many companies put off
purchases of capital equipment for the manufac-
turing floor, as well as software and computer



systems for the front office, during the recession.
However, older equipment and IT systems will
need to be replaced in the near future, and this
should bring about new orders in those subsectors.
While these new orders will eventually lead to the
need for more workers, employment conditions
will remain bleak in the short-term as companies
make use of excess capacity and productive, exist-
ing employees. Colorado employment in this sub-
sector will be down by about 5,100 jobs in 2003,
and decline by another 1,200 positions in 2004.

Lockheed Martin dominates the transportation
equipment subsector. Increased defense and secu-
rity spending in 2003 has provided Lockheed
Martin and Ball Aerospace with several new
defense and security-related contracts. However,
other contracts have been completed and some
manufacturing activities have been transferred out
of Colorado. On balance, transportation equip-
ment subsector employment is expected to
decrease by about 1,200 jobs in 2003 but will
rebound with the addition of 200 jobs in 2004.

The other Durable Goods Sectors include wood
products, primary metals, machinery, electrical
equipment and appliances, furniture, and miscella-
neous manufacturing. Employment in this diverse
group of subsectors is expected to stay flat during
2003 and 2004. However, slight improvements in
many of these subsectors over the last several
months bode well for late 2004 into 2005.

Employment in the wood products and furniture
subsectors fell by about 900 positions between
2002 and 2003 due to overall recessionary condi-
tions. With decreased home construction but

improving consumer demand, the net impact is
expected to be a loss of just 100 positions in 2004.

Roughly 2,000 people are employed in the primary
metals subsector, which includes steel and alu-
minum refining, as well as the manufacture of
metal alloys and superalloys. Output from the pri-
mary metals subsector provides materials for many
other subsectors, especially fabricated metals. Due
to the overall sluggishness of the manufacturing
industry, the primary metals subsector is also
expected to remain flat in 2003 and 2004.

Demand is strengthening for a wide variety of
goods, with companies starting to see increases in
orders for machinery, and electrical equipment
and appliances. Still, with excess capacity in most
industries, business investment has not picked up
as expected. Employment within these two subsec-
tors fell from 11,900 workers in 2002 to 10,700 in
2003. With new orders coming in, employment
should stabilize at about 10,600 workers in 2004.

While the shift to NAICS improved the definition
of most manufacturing sectors, the miscellaneous
manufacturing subsector became even broader.
Indeed, about 4,500 Colorado workers had been
classified in miscellaneous manufacturing under

The lack of demand for telecommunications
and Internet equipment has devastated the
local optical networking equipment and
photonics equipment subsectors.

2004 Colorado Business Economic Outlook

the old Standard Industrial Classification system
compared to about 10,000 workers now. Moreover,
subsectors now classified as “miscellaneous” include
several that are very important to Colorado’s in-
dustrial base, such as medical and dental equipment
and supplies, surgical instruments and appliances,
and sporting goods production. Employment in
the miscellaneous categories fell by 400 positions
in 2003 but is expected to gain 100 jobs in 2004,
growing to 9,900 workers.

In total, durable goods manufacturing in Colorado
lost 9,800 jobs in 2003. While conditions will
improve in 2004 as companies start to receive new
orders, new employment will lag. It is expected that
the net job loss in 2004 will be about 900 positions,
bringing total durable goods employment to
101,600 positions.

Summary

The 6,000 manufacturing establishments in
Colorado are expected to employ about 155,300
workers in 2003, representing about 7.0% of the
state’s total employment base. This is a loss of
about 11,000 positions in 2003 as slow recovery
nationally and internationally has not been enough
to foster employment growth. Most subsectors
should experience increasing orders in 2004, lead-
ing to firmer employment conditions. Still, excess
domestic capacity, continued off-shoring activities,
and highly productive existing employees mean
that another 1,100 jobs will be lost in 2004. An esti-
mated 154,200 workers will be employed in the
manufacturing industry in Colorado in 2004. []
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Trade, Transportation, and Ulilities

This NAICS sector includes: Merchant wholesalers,
durable goods; merchant wholesalers, nondurable goods;
wholesale electronic markets and agents and brokers;
motor vehicle parts and dealers; furniture and home fur-
nishing stores; electronics and appliance stores; building
material and garden equipment and supplies dealers;
food and beverage stores; health and personal care
stores; gasoline stations; clothing and clothing acces-
sories stores; sporting goods, hobby, book, and music
stores; general merchandise stores; miscellaneous store
retailers; nonstore retailers; air transportation; rail trans-
portation; water transportation; truck transportation;
transit and ground passenger transportation; pipeline

transportation; scenic and sightseeing transportation;
support activities for transportation; postal service; couri-
ers and messengers; and warehousing and storage.

he Trade, Transportation, and Utilities

Supersector is the largest provider of jobs in
Colorado. Despite higher sales, trade, transporta-
tion, and utilities firms continued to cut jobs in
2003. The number of jobs dropped by 0.8%, to
409,000. Job growth should return in 2004, with
even stronger sales pushing employment up by
2.0%, to nearly 415,000.

WHOLESALE TRADE EMPLOYMENT
1994-2004
(In Thousands)

Wholesale Trade Wholesake Trade Crther Percentage

Year  Durable Goods Nondurable Goods Wholesale Total" Change
18954 46.1 £8.2 6.2 &0.5 d,4%
1995 48.8 29.2 5.9 B3.9 4.2
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Wholesale

Most of the businesses in Colorado’s wholesale
subsector are merchant wholesalers (i.e., firms that
sell to retail outlets) that account for more than
90.0% of the sector’s jobs. Also included in this sec-
tor are business-to-business electronic markets and
agents and brokers. The sector currently employs
about 100,000 workers, two-thirds of which spe-
cialize in durable goods. Tech goods play a major
role among durables wholesalers, with computers
and peripherals and electronics the two largest
employers. Sellers of groceries and related products
are the largest employer in the nondurables area.

With weakness in manufacturing, and the tech
subsector in particular, durable wholesalers have
lost more than 6,000 jobs in the last two years. A
rebound depends on recovery in these areas. With
conditions in the state’s durable manufacturing
subsector expected to improve, durable wholesalers
should add 1,000 jobs next year following losses in
both 2002 and 2003. Nondurable wholesale activity
is tied more closely to the retail subsector and the
overall performance of the Colorado economy. A
stronger performance is anticipated here as well.

Retail

The state retail subsector employs nearly 250,000
workers. It encompasses stores that sell directly to
consumers, including auto dealers, building mate-
rial supply stores, food and beverage stores, and
general merchandise stores. (With the change from
the SIC classification to the NAICS, the retail sector
no longer includes eating and drinking places, which
accounts for more than 160,000 jobs.) Retail



employers added an average of 7,000 new jobs an-
nually through the 1990s. With a slowing economy,
however, the sector has lost 4,000 jobs since 2001.

Sales growth in the state over the past three years
has fallen well short of that in the 1990s and has
even lagged U.S. growth during the recession and
tepid recovery. Colorado retail sales through the
first eight months of 2003 are marginally ahead of
last year, with a gain of 0.3%. (Retail sales excludes
sales by eating and drinking places.) This repre-
sents an improvement over 2002 when sales were
flat. In 2001 the increase was less than the rate of
inflation, so Colorado will likely experience three
consecutive years of real sales decline. State sales
growth for the 2001-03 period will probably aver-
age less than 1.0% per year compared with nearly
8.0% between 1995 and 2000. Colorado sales
growth has slowed more than that of the nation
over the past three years. The deterioration in state
sales is more than can be explained by slower state
economic growth during this period, suggesting
that the negative impacts of wealth and consumer
confidence have been greater in Colorado. How-
ever, it may also mean that state consumers have
more pent-up demand for consumer durables,
vehicles, and other big-ticket items. If so, spending
may surge when the recovery gets underway.

The forecast calls for 1.0% sales gain in 2003, and
anticipates reasonably healthy sales in the holiday
season. The last two Decembers were noticeably
lacking in cheer for retailers, who depend on holi-
day sales for almost one-quarter of their annual
volume. But 2003 promises to be the best holiday
selling season since 2000. The National Retail
Federation estimates a 5.7% increase in U.S. holi-
day sales, a marked improvement over last year’s
2.2% gain. Merchants will benefit from one
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RETAIL TRADE EMPLOYMENT

1994-2004
(In Thousands)
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paid per employee showed no growth in 2002 and
have fallen short of overall inflation every year
since 2001.

The housing market is also critical to the retail sub-
sector. Home sales frequently lead to the purchase
of furniture, appliances, and home repair materials
by the new owner. But more significant is the
wealth effect of home values. Most research sug-
gests that the fluctuations in home values have a
larger impact on consumer spending than changes
in other household assets such as stocks, mutual
funds, or retirement funds. The impact of home
prices is reinforced by low interest rates, which the

nation is now enjoying. These rates make it easier
for homeowners to tap their home equity for cash.
Strong housing markets have been a major factor in
preventing any decline in U.S. consumer spending
during the recent recession and weak recovery.
Colorado housing prices have slowed over the past
two years but are still posting gains. The feared
collapse in the housing bubble has been avoided.
Improved sales in 2004 will require that housing
markets, at worst, stabilize.

Other clouds on the horizon include consumer
debt, which is at record levels nationally and prob-
ably in Colorado as well. This limits any recovery in

spending. But household net worth is higher than it
was in the mid-90s, thanks to surging home values.
Many households locked in low interest rates, which
make their debt service payments more manageable.
High energy prices will cut into discretionary
income, and sluggish job growth will dampen
enthusiasm for major purchases.

The forecast calls for stronger sales growth in
2004, with a gain of 3.5%, which is somewhat
above the expected rate of inflation. Auto sales
should strengthen in the state. Weak sales over the
past two years suggest that Coloradans have not
taken advantage of incentives as much as people

TRANSPORTATION AND WAREHOUSING EMPLOYMENT

1994-2004
(In Thousands)
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elsewhere in the nation. This should mean more
purchases of new cars when the economy begins to
improve. General merchandise stores will benefit
from healthy holiday sales and faster job and
income growth. While sales gains in 2004 will be
higher than any of the previous three years, they
will still fall well short of those in the 1990s.

Retail firms are forecast to add some 3,000 jobs
next year after losing 1,000 in 2003. By late 2004
the number of jobs in the subsector will be back to
the peak level reached in early 2001. Job gains will,
for the most part, be caused by increased sales vol-
ume. No new large retail centers are scheduled to
open before late 2004, and store closings, including
three Lord & Taylor metro outlets, will mean some
job losses.

Retail Real Estate Developments

Despite prevalent views that Colorado’s Front
Range has too much retail space, new outlets con-
tinue to surface. The still rapid pace of new housing
development has stimulated retail outlets, which
tend to “follow the rooftops.” New urban infill
shopping centers have also been developed, such as
Belmar (the old Villa Italia) and Stapleton Plaza.
Developers of Belmar report 70.0% of the first
phase of development is leased. The 1.5-million-
square-foot Southlands regional center is sched-
uled to open in late 2004.

No other large new shopping areas are foreseen in
the immediate future, although discussions con-
tinue for a large development at I-25 and 160th.
Store closings have occurred in the most competi-

tive segments of the market. Department stores
continue to be squeezed between the high-end
boutiques and discount stores. The growing role of
Wal-Mart in the already competitive grocery mar-
ket contributed to Cub Foods’ decision to with-
draw from the Front Range. In both cases, other
retailers either committed to taking over the aban-
doned space or are in the process of doing so.

Transportation and Warehousing

The Transportation and Warehousing Sector
includes air, railroad, and water transportation;
trucking; taxi service; urban transit; couriers; ware-
housing; and pipelines companies. These industries
are expected to contribute 65,700 jobs in 2003 and
66,600 in 2004. Employment in the sector fell by
0.8% in 2003, due in part to the weakness in air
transportation, couriers, and warehousing. Condi-
tions in these subsectors should improve in 2004,
resulting in a 1.4% gain in transportation and
warehousing employment.

REeGIONAL AIR TRANSPORTATION

According to a recent study by the Colorado
Department of Transportation (CDOT)-
Aeronautics Division that updates the economic
impact of aviation in Colorado, the state experi-
enced moderate to substantial increases in most
aviation areas studied.

In 1996 the Colorado aviation industry totaled
246,000 jobs, and increased to 280,156 in 2002, a
gain of 34,156 positions, or 13.9%. The annual
growth rate for the 1996 to 2002 period was 2.31%,
or 5,692 jobs per year. The study reports that
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Colorado aviation wages were approximately $9.8
billion in 2002.

In the same study, the economic impact of Colo-
rado aviation was reported to total approximately
$23.5 billion in 2002, which represents an increase of
$9.2 billion, or 39.1%, compared to the economic
impact in 1996. The annual growth rate for the
period was 6.5% per year, or a gain of $14.0 billion.

Concerns expressed by airport operators, airlines,
general aviation aircraft operators, and businesses
include:

1) Airport inefficiencies due to security measures;

2) Increased competition at hub airports and dete-
riorating service to smaller metropolitan and
rural areas;

3) Uncertainty of the price of aviation petroleum
products; and

4) Uncertainty of the price of labor.

CommERCIAL AIR TRANSPORTATION

Denver International Airport (DIA), which
accounts for nearly 90.0% of the state’s aviation
economic activity, posted modest activity increases
in 2003. Passenger traffic increased to pre-9/11
levels, although cargo freight and air mail remained
at lower levels. On a national level, DIA activity has
outperformed the commercial aviation system by
posting an increase of 2.9% in 2003, while the
system has seen a decrease in activity of nearly
3.2%. Activity at DIA is expected to continue its
growth pattern in 2004, due to a terminal expan-

continued on page 32
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sion project, anticipated international service con-
nections, and an expansion of Frontier Airline’s
route structure.

The Colorado Springs Airport (COS) has been
experiencing negative growth since 1997, even to
a greater magnitude than the commercial aviation
system. The COS, which accounts for around
10.0% of the state’s commercial aviation activity,
is expected to suffer another decline in 2003 of
approximately 4.9%, and the trend is expected to
extend into 2004.

RaIL TRANSPORTATION

Colorado’s rail freight industry is dominated by
Burlington Northern-Santa Fe and Union Pacific
railroads, which own and operate 91.0% of the rail
track in the state. Nationwide, carload rail traffic
has been flat in 2003, with intermodal traffic up
nearly 7.0%. The value of Colorado rail shipments
is currently estimated at around $10 billion.

RTD is moving ahead with a proposal to fund
FastTracks. Under the plan, Denver’s historic
Union Station would become a transportation hub
with commercial buildings and rail and regional
bus stations located underground. The project
would also vastly expand rail services, with new
lines to Arvada, Boulder, DIA, Highlands Ranch,
Lakewood, and Longmont.

At the same time, the CDOT is studying a plan to
move most of the freight trains out of downtown
Denver and onto the Eastern Plains. If imple-
mented, two-thirds of the freight trains would be
relocated far outside the congested city center. A

32

similar plan is being examined for downtown
Colorado Springs.

Motor Freight Transportation and
Warehousing

The outlook for the trucking industry is improving
as freight shipments and tonnage have grown on a
national and regional basis. Demand in some cases
has begun to outstrip capacity, which has allowed
carriers to obtain slight increases in shipping rates,
improving the bottom line for many trucking
companies.

Key factors that will determine how trucking will
fare in the next year include how well state and
regional shippers recover, fuel costs, and insurance
rates. In the past year diesel fuel prices have fluc-
tuated but have been generally high. Carriers
continue to experience significant problems in
passing these costs along to shippers in a timely
manner. Any major spike in fuel rates will substan-
tially affect the profitability of the trucking indus-
try in the state.

Insurance costs, particularly relating to property
and casualty, also represent a wild card regarding
the recovery of trucking companies within the
state. In the past two years, following 9/11, trucking

CDOT is studying a plan to move most of
the freight trains out of downtown Denver
and onto the Eastern Plains.

companies have experienced considerable increases
in premiums, averaging more than 70.0%. Initial
indications from the insurance industry reflect
stabilization in the marketplace, with only modest
increases anticipated.

Mergers and acquisitions will also determine how
the trucking subsector fares in Colorado in 2004.
The impact of the acquisition of Roadway, one of
the largest less-than-truck load (LTL) carriers in
the country, by another huge LTL carrier, Yellow
Corporation, is yet to be determined. Like other
acquisitions, some contraction in jobs should be
anticipated in management and in other areas.

In addition, the consolidation of these two major
carriers, along with the failure of one of the other
national LTL carriers, Consolidated Freightways,
may translate into higher rates for shippers.
Additional acquisitions and mergers should be
anticipated as continued consolidation occurs in
the trucking industry.

Colorado has a disproportionate flow of freight
into the state versus out of the state. To a large
extent, this may be attributed to the lack of major
manufacturing centers within the state, as well as
distribution centers and other business activities
that traditionally generate truck activity.

Growth in the trucking subsector has been ham-
pered by a state tax climate that provides a less than
competitive environment. Colorado ranks as the
fourth highest state in the country in transportation
taxes and fees, placing Colorado-based companies
at a substantial cost disadvantage to trucking oper-
ators in surrounding states. Because of this situa-



tion, many trucking companies and distribution
centers with substantial transportation operations
have selected other states in lieu of Colorado.

The sale of heavy-duty truck tractors has suffered
in the past two years because of concerns relating
to the 2002 engines required by the Environmental
Protection Agency. Because of questions regarding
the reliability and reduced fuel economy associated
with the new engines, firms are avoiding purchas-
ing new trucks in the past year in lieu of late model
used trucks or are deferring purchases of trucks.
This situation, which negatively impacts new truck
sales in the state, is somewhat offset by increased
business in the parts and maintenance area.

For 2004 we anticipate that new truck sales will
rebound as confidence grows in the new engines.
Furthermore, an improving economy should also
lead to better truck sales as trucking companies
realize growth and acquire both tractors and trail-
ers to accommodate that growth.

OvervIEW OF TRUCKING INDUSTRY IN COLORADO

* The trucking industry and associated activity
were estimated to provide 127,791, or 1 out of 16
of all jobs in Colorado, in 2000.

« Total trucking industry wages paid in Colorado
in 2000 exceeded $4 billion, with an average
trucking industry salary of $31,526.

TRADE, TRANSPORTATION, AND UTILITIES EMPLOYMENT
1994-2004
(In Thousands)

Wholasale Retail Tatal Transpartation Percentage

Yaar Trade Trada Trada and Warehousing LHilitizs Tatal TTU® Change
15904 805 1955 276.0 570 10.4 3434 5.8%
1995 539 2076 201.5 8a.r 9.4 360.6 5.0
1986 B5.8 217.0 3028 0.3 8.9 Ir2.1 32
1847 gaT 2234 3131 506 8.6 3813 2.5
1998 825 230.8 3233 507 8.4 392.4 28
1999 245 2383 3338 G528 8.2 404.9 32
2000 a9.4 245.2 3448 553 a.0 4189 3.5
2001 o908 2457 3455 0.5 8.0 423.0 1.0
2002 85.4 2429 338.3 562 8.2 412 6 -2.4
2003" 235 241.8 3353 B5.T H.2 409.3 0.8
2004° 85.1 2449 0.0 656 8.3 4149 1.4

*Diue io rounding, the sum of the individual items may nol equal the tatal

"EsSmatad

“Foracast

Source: ‘Cokorado Depariment of Labor and Employment and Coloradd Buainess Econamic Oullock Commitiee
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* A total of 75.0% of Colorado’s manufactured
freight moves by truck.

* Trucking serves every community in Colorado.
Nearly 80.0% of all communities depend exclu-
sively on trucking to supply their goods.

Utilities

Electric, gas, and water utilities faced many chal-
lenges in 2003. Natural gas prices moved higher,
pushing up the cost of heating homes and produc-
ing electricity. At the same time, water utilities
urged conservation as they struggled to rebound
from severe drought conditions in 2002.

Volatility and price spikes have taken the luster off
of natural gas as the fuel of choice. In 2003, whole-
sale natural gas prices moved up in Colorado and
throughout the nation. Average prices have
increased by more than 60.0% over the past year,
from around $3.40 to $5.50 per MMBTU at the
national trading hubs. Prices jumped up by a simi-
lar amount in Colorado, but from a much lower
base. Colorado wholesale prices have averaged
$4.10 this year, up 116.0% from $1.90 in 2002.

Nationally and in Colorado, gas utilities were
forced to pass these cost increases along to retail
customers. The fact that Colorado retail natural gas
prices remain significantly below the national aver-
age prices has been little comfort to consumers.

Colorado natural gas consumption has fallen

by 3.5% this year based on warmer than average
weather compared to 2002. New natural gas-based
generation and average weather are expected to
push up natural gas demand in 2004 by 4.8%, to
392 billion cubic feet.

continued on page 34
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Retail electricity prices moved up in 2003 as utili-
ties passed on the higher cost of using natural gas-
fired generation to customers. More natural
gas-based generation will be coming on line in
2004, raising the prospects of higher fuel-related
electricity prices.

Electricity consumption continues to swell with
household growth and new technologies.
Electricity consumption in Colorado grew from
45,443 million Kwh in 2002 to an estimated 45,772

COLORADO NATURAL GAS CONSUMPTION

1998-2004
(In Billions of Cubic Feet)
f-‘ercemaegn
Year Tatal Change
18938 320.3 na
1995 3330 0.8%
2000 agr.8e 10.4
2001 378.5 3.2
2002 3874 2.1
2003" ar4.0 3.5
2004° 3920 48
“Estimatad
"Farecas!.

Source: Coloradn Business Economic Oullock Commiliae.
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million Kwh in 2003. Consumption growth should
accelerate next year with an improving economy.

Electric and gas utilities continue to look for effi-
ciencies and new business opportunities. Utilities
are reducing staff and reorganizing their businesses
at lower costs. They are moving away from the
“one-size-fits-all” utility approach to one that’s
more focused on customers’ needs.

Many natural gas and electric utilities have suffered
significant losses in their nontraditional deregulated

businesses. There has been a widespread pullback
from electricity deregulation. As a result, utilities
are focusing on basics and looking for ways to
improve or exit nontraditional businesses.
Currently, there are no active efforts to bring retail
electricity competition to Colorado. In 2003,
increased efficiency held utility jobs flat in
Colorado. Gains of approximately 100 jobs are
expected in 2004. [J

COLORADO ELECTRIC POWER CONSUMPTION
1994-2004
(In Millions of Kilowatt Hours)

Mon- Percentage

Yaar residential Residantial Tolal Change
15904 22 728 10,911 33,639 2 1%
1995 23,558 11,271 34 869 a7
1906 25,182 11,881 37073 &.3
1997 25,807 12,261 38,068 2.7
1998 26,922 12,852 35,574 4.0
1989 27 440 13,11 40,571 2.5
2000 28,991 14,020 43,020 &0
2001 29 786 14,470 44,238 2.8
2002 30,125 15,318 45 443 2.7
2003° 30,270 15,502 45772 07
2004° 30,706 15,756 46,462 1.5
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Information

This NAICS sector includes: Publishing industries
(except Internet); motion picture and sound recording
industries; broadcasting (except Internet); Internet pub-
lishing and broadcasting; telecommunications; Internet
service providers, web search portals, and data process-
ing services; and other information services.

Overview

his sector comprises establishments engaged

in the following processes: (1) producing and
distributing information and cultural products,
(2) providing the means to distribute these prod-
ucts or data, and (3) processing data. The unique
characteristics of information and cultural prod-
ucts and their production and distribution distin-
guish the Information Supersector from the
goods-producing and service-producing sectors.
Some of these characteristics are:

1) Unlike traditional goods, an “information or
cultural product,” such as an on-line newspaper
or television program, does not necessarily pos-
sess tangible qualities, nor is it associated with a
particular form.

2) Unlike traditional services, the delivery of these
products does not require direct contact
between the customer and the supplier.

3) The value to the customer lies in the informa-
tional content, not in the format in which they
are distributed. Most products are protected by
copyright laws.

4) The intangible property aspect of these products
makes the processes involved in their production
and distribution quite different from goods
and services.
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5) Distributors can easily add value to the products
they distribute (NAICS Manual 2002).

It is projected that the information technology
industry worldwide will grow 34.0% between 2001
and 2006. This growth rate could be closer to
49.0% if global software piracy were to be reduced
by 10.0%. The United Kingdom, where software
piracy rates are the lowest in Europe (25.0% in
2001), has a very high growth rate in the informa-
tion technology software industry and services.
Almost 200,000 new jobs were added between 1995
and 2001. Spain has significantly reduced software
piracy since 1996; the growth rate in its informa-
tion technology software industry between 2001
and 2006 is projected to be three times faster than
between 1995 and 2001 (European Report 2003).

continued on page 36

2002 INFORMATION EMPLOYMENT, WAGES, AND ESTABLISHMENTS

2002
Employment Parcentage 2002 Percentage Average Weaekly

Gategﬂﬁr (I Thousands) af Tatal Establishments al Tatal Wages
Telecommunications 30.6 42.4% 1.010 26.0% 31,305.0
Publishing Indusiries, except Internst 314 33.3 1,430 36.9 1,188.0
I2Ps, Search Portals, and Data Procassing B.S9 9.5 638 16.4 12130
Broadcasting, except Intamal B.1 arT 218 5.8 1.330.0
Motion Piciure and Sound Recording 4.5 4.8 457 12.0 516.0
Internat Publishing and Broadcasting 1.0 11 B4 2.2 1.296.0
Crthier Information Services _D.2 02 33 A 1.045.0
Total Information 93.4 10000 3,878 100.0% 1.215.0
Total Al Indusiries 2,154.0 156,691 5731.0

*Entimaied.
*Forecast

Mols: Diffarsncas ootur aiwean ES202 dala and CES dala sadies
Sourca: Colorado Employment and Wages (ES202) and Colorado Business Economic Outiock Comemitiag
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Employment

From 1993 to 2002, the Information Supersector
grew at a compound annual growth rate (CAGR)
of 6.46%. A review of the Colorado Department of
Labor and Employment ES202 data for 2002 pro-
vides some additional insights. As expected,
employment in the Information Supersector in
Colorado is focused largely in the Telecommunica-
tions and Publishing Industries (except Internet)
Sectors. The two sectors comprise 42.4% and
33.3%, respectively, of total information employ-
ment in Colorado. Perhaps more significantly, the
average weekly wage is $1,215, more than 66.0%
higher than the state average weekly wage.

Publishing

The Publishing Sector accounts for 33.3% of over-
all Information Supersector employment. Within
this sector, the largest employer is software publish-
ers, with nearly 49.0% of the total publishing
industry employment in Colorado and slightly
over 50.0% of the establishments. The second
largest publishing group, newspaper publishers,
employs nearly 23.0% of the workers and makes up
nearly 13.0% of the publishing establishments in
the state.

This area has seen employment growth rates higher
than that of the state during the 1993 to 2002
period. During that time, the CAGR was 7.1%.
However, this area, like most in the state, has suf-
fered during the past two years. The publishing
subsector lost 3,600 jobs in 2002, approximately
10.0% of its employment base. Employment has
continued to decline in 2003, although at a much
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slower pace as an additional 400 jobs have been
eliminated. The future appears brighter as 400 new
jobs are forecast in 2004.

NEwsPAPER, PERIODICAL, BoOK, AND DIRECTORY
PUBLISHERS

This subsector had an extremely high annual
growth rate of 15.1% during the 1993 to 2002
period, but has endured significant cutbacks since
that time. In 2002, 1,500 jobs were lost and that
trend has continued, albeit at a much slower pace.
In 2003 an additional 200 jobs disappeared. By all
appearances, this trend has already reversed itself.
Newspaper and periodicals appear to be adding
marketing and sales staff now that advertising
budgets have once again started to rise.
Nonetheless, the growth in this area will be modest
as automation and cost conscience behavior will
limit hiring in other administrative positions and
in the news gathering area.

SOFTWARE PUBLISHING

Software is an enabling technology that has appli-
cations in every market in the economy. The soft-
ware market consists of three major segments:

The Information Supersector in Colorado
is focused largely in the Telecommunica-
tions and Publishing Industries (except
Internet) Sectors. The two sectors com-
prise 42.4% and 33.3%, respectively, of
total information employment in Colorado.

« Software package developers (also called ISVs—
independent software vendors),

* Software integrators and consultants, and
* Software custom developers.

The Information Supersector only includes the
published software component of software.
Software integrators and consultants and custom
software developers are included in Professional
and Business Services Supersector.

Without an elaborate discussion of the custom soft-
ware area, suffice it to say some areas are expected
to grow. One such example is the security software
market, which was forecast to grow 18.0% in 2002,
according to a report published by Dataquest, a unit
of Gartner Inc. Sales of security software world-
wide will reach $4.3 billion in 2002, up from $3.6
billion the previous year. Companies want better
defensive security technologies, such as antivirus
software, intrusions detection systems, and firewalls
(Newsbytes News Network 2002). Continued growth
in 2003 and 2004 is indicated in this area. To the
degree that this type of software becomes a pub-
lished product, the information area will benefit.

While overall spending for software has slowed

in the current slack economy, AMR Research, a
market research firm, projects that supply chain
software packages (execution and fulfillment appli-
cations) will record $6.4 billion in sales in 2003.
Furthermore, sales are projected to grow 26.0%
annually, to $13.6 billion, by 2006. End-user com-
panies are changing from planning to execution
applications, such as warehouse management and
transportation management systems. Planning



applications, which generally forecast demand, will
grow by only 9.0% annually to 2006 (Modern
Materials Handling 2002).

Colorado’s Competitive Position

Colorado is ranked fifth in the United States for
software services employment, and the Boulder-
Longmont “diagonal” has been ranked as the lead-
ing area in the country for software employment
for the past four years, according to a national
trade organization, the Software and Information
Industry. In this national ranking, Denver was 13th
and Colorado Springs was 24th (Boulder County
Business Report 2003).

Software industry leaders agree that the Colorado
industry has many competitive strengths, including
an educated labor force, access to good universities
and colleges, people with innovative ideas, an
entrepreneurial culture, a lower cost of living and
cost of doing business, and many software compa-
nies with diverse products and services. In addi-
tion, the industry is supported by the Colorado
Software & Internet Association, a nine-year-old
trade organization offering public policy, advocacy,
programming, affinity, and leadership for software
companies (Software Industry Focus Group/
Survey, August 2003).

The software publishing area had excellent growth
during the 1993 to 2002 period, with a CAGR of
15.1%. This reflected the increasing importance of
the information or knowledge-based economy, but
also marked the boom of the Internet and other tech-
related overinvestment. That growth was followed
by aloss of 2,100 jobs in 2002 and an additional 200
this year. In 2004, a more positive technology-
based economy will drive growth of 200 jobs.

Motion Picture and Television Industry

In June 2003, the Business Research Division of the
Leeds School of Business at the University of Colo-
rado at Boulder completed a comprehensive study,
The Impact of the Film Industry on Colorado. The
research revealed the following for 2001:

« Film and Video Production, Freelance Crew, and
Suppliers
—$205.5 million in wages
-3,933 jobs

Television Stations and Cable Companies
—$1.2 billion in wages
—15,622 jobs

Film Commissions and Production Statewide

—Approximately 70 communities throughout the
state support a local film commission contact.

—Between 1997 and 2000, concentrations of pro-
duction-related companies became evident in
the following areas outside the Denver metro
area: El Paso County, Eagle County, and
Summit County.

Film Festivals

—Approximately 87,000 people attended
Colorado film festivals.

—Approximately 60 full-time equivalent employees
and 1,800 volunteers worked at these festivals.

—Total film festival spending in Colorado was
$12.6 million.

Colleges and Universities

—Approximately 2,000 students were enrolled in
film programs with a production emphasis.

2004 Colorado Business Economic Outlook
The study further reported that:

» This industry pays higher than average wages
compared to the state as a whole.

* This industry grew faster in the past 10 years
than the Colorado economy

* The basic infrastructure is stronger than
anticipated.

The researchers found that the entertainment indus-
try presents several distinct advantages to the state.

« It is a tool for economic development through-
out Colorado. Filming took place in at least 40 of
the state’s 64 counties in 2002.

« It attracts new dollars to the state’s economy. In
2001, 75.0% of receipts for production compa-
nies came from out of state.

« It is not necessarily tied to normal economic pat-
terns. When the economy falters or is flat, this
segment continues to grow.

« It encourages tourism. It is a clean industry that
increases exposure of the state.

« It culturally enriches the state.

A growing independent film community within
Colorado has resulted from the increasing number
of film students in-state, as well as from changing
technology that makes it easier and less expensive
to produce a movie. Currently, the Colorado Film
and Video Association has more than 560 mem-
bers. Several venues regularly exhibit Colorado-
produced projects, including the unique nonprofit
Starz FilmCenter in Denver and a number of
Mmicro-cinemas.

continued on page 38
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On a global scale, industrywide changes and the
downturn in the world economy continue to nega-
tively affect the employment of freelance produc-
tion crews in Colorado and throughout the United
States. In addition to Canada, the major competi-
tor for the past several years due to a favorable
exchange rate and considerable tax incentives,
Australia and New Zealand have continued as
important players in this arena. Mexico, Eastern
Europe, South Africa, China, and other Asian
countries are also competing for and attracting
U.S. production dollars. An interesting result is that
the role location filming plays in tourism develop-
ment has taken on a new significance worldwide.

The Monitor Report estimated that “runaway
production” cost the U.S. $10.3 billion in 1998,

and the figure has increased in the past five years.
In response, several states have instituted financial
incentives in order to keep these production dollars
in the United States. New Mexico and Louisiana are
leaders in this movement, with Illinois, New Jersey,
and Oregon passing recent incentive legislation.
Such incentives are not available in Colorado, and
the expense of shooting here continues to be a hur-
dle in attracting location filming. The bipartisan
United States Independent Film and Television
Production Incentive Act of 2003 that proposed
wage credits was introduced in Congress this year,
with 20 cosponsors in the U.S. Senate (S.1613), and
67 in the House of Representatives (H.R.715).

In October 2003, the Association of Film
Commissioners International held their annual

CHANGES IN INFORMATION EMPLOYMENT
(In Thousands)

educational conference, Cineposium, in San Diego.
More than 200 film commissioners attended, rep-
resenting 30 countries. For the first time since the
initial Cineposium was held in Denver in 1976,
foreign attendees outnumbered U.S. film commis-
sioners. Due to severe deficits, several U.S. state and
city film offices experienced extreme budget and
staff cuts in the past year. In March 2003, a dedi-
cated budget was eliminated for the Colorado Film
Commission, originally established in 1969.

Despite these factors, the potential for growth is
evident. PriceWaterhouseCoopers projects in their
Global Entertainment and Media Outlook: 2003-
2007 that the industry will reach $1.4 trillion in
2007 from $1.1 trillion in 2002, a 4.8% average
annual growth rate. Notable for their projected

2003 ﬁarcentage 2004 Parcenlage

Sector 2002 2003° 2004°  MNew Jobs” Change MNewJobs’ Change

Publishing Industries 32 30.8 3z -0.4 -1.3% 0.4 1.3%
Mewpaper, Pericdical, Books 156 15.4 156 0.2 -1.3 a2 1.3
Saftware Publishers 15.6 154 15.6 0.2 -1.3 0.2 1.3
Maotion Picture and Sound Recording 4.5 4.3 4.5 -0.2 4.4 0.2 4.7
Broadcasting, Excapt Intemeat g1 T.H 8.1 -0.3 -3.7 Q.3 ia
Internel Publishing and Broadcasting 1.0 0.8 1.0 0.1 -10.0 0.1 11.1
Talecommunications Ja.7 o4 381 -3.3 -B.3 1.7 4.7
Internet Sarvice Providess a9 B4 a9 -0.5 -5.8 05 6.0
1Cther Information Services 0.2 01 0.2 0.1 =50.0 0.1 000

Tolal Information B3.6 BE.7 52.0 4.8 -5.2% 3.3 3.7T%

"Extimated
“Farecast.
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growth rates are the following sectors: filmed
entertainment; TV networks: broadcast and cable;
video games; and educational and professional
books and training.

The International Intellectual Property Alliance
(ITPA) reports the following on the copyright in-
dustries (i.e., movies, TV programs, home videos,
books, music, computer games, and software):

* These industries were responsible for 5.0% of the
gross domestic product (GDP) of the United
States in 2001.

* Their share of GDP grew more than two times
as fast as the remainder of economy in the past
25 years.

* New job creation is three times the rate of the
rest of the economy.

* They represent more international revenues than
autos and auto parts, aircraft, and agriculture.

* The movie industry alone, unlike any other
American industry, has a surplus balance of trade
with every single country in the world.

These data suggest an increasing global demand

for entertainment and media products. In addition,
technology is rapidly changing the industry, and the
move toward high-definition production and distri-
bution could present an opportunity for Colorado.

A significant finding from The Impact of the Film
Industry on Colorado is the following: “As Colorado
has one of the highest concentrations of computer,
communications, and technology companies in the
country, it is positioned to jump on the digital
bandwagon and climb to the top of the film indus-
try....If Colorado undertakes to stimulate the

growth of the digital media segment, it has the
potential to be a leader in this field.”

Telecommunications

For many years, Colorado has been a major player
in the area of telecommunications. In the late nine-
teenth century, as the telephone system expanded
throughout the country, Denver became the hub
of the nation’s longest north/south telephone line.
Since then, the city has continued to be a key loca-
tion for telephone companies. Due to the area’s
geographic location and strong military presence,
Colorado became a leader in the field of satellite
communications in the 1940s. This continued dur-
ing the Cold War and laid the groundwork for the
tech boom in the 90s. Denver was also the birth-
place of cable television more than 50 years ago,
and the city has held its position as a cable center.
Today, Denver is home to The Cable Center, an
independent, global institution that works with the
cable industry. These developments gave rise to the
term “Convergence Corridor” to describe Colorado
as the place where telecommunications, satellites,
and cable television come together. This fact, along
with the quality of life in Colorado, the concentra-
tion of telecom-related industries (especially pho-
tonics and software), and the highly educated
workforce, makes the state an attractive place to

These data suggest an increasing global
demand for entertainment and media prod-
ucts. In addition, technology is rapidly
changing the industry, and the move toward
high-definition production and distribution
could present an opportunity for Colorado.
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locate a telecommunications business (EDCC/OED
Report 2003).

Historically, the strength of Colorado’s telecom
industry has been in setting up and running cable
and telephone networks. Telecom equipment man-
ufacturing, although present, has never been
prominent in the state. This trend is expected to
continue as the state’s telecommunications indus-
try builds on its strengths in satellite and cable net-
work services.

However, over the last couple of years, telecommu-
nications companies in Colorado have struggled
mightily. The telecommunications industry col-
lapse has been blamed for the weak state economy
of today. Bankruptcies, mergers, and acquisitions
have resulted in the loss of thousands of jobs.
Between January of 2001 and March of 2002, an
average of 585 communications jobs was lost each
month (2003 Colorado Business Economic Outlook).
These cuts continued through the end of the 2002
and into 2003. Qwest, AT&T, WorldCom, Sprint,
and many other telecommunications firms have all
announced significant layoffs since 2001. Financial
and legal struggles have also plagued the industry.
Many experts cite excessive optimism, excess capa-
city, lack of adequate funding, decreased demand,
and poor management as sources of telecom’s woes.

How bad has the telecom collapse in Colorado
actually been? According to employment and wage
data from the Colorado Department of Labor, in
the first quarter of 2001 there were 1,154 telecom
companies in the state, employment totaled 48,893,
and wages exceeded $871.2 million. Since then, the
number of companies has dropped by 16.0%, to
968 in the fourth quarter of 2002. Employment fell

continued on page 40
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to 37,585, a 23.1% decrease, and total wages
declined 28.4%, to $624.2 million. Average wages
have also fallen 7.0%, from $71,277 in Q1 2001 to
$66,430 in Q4 2002. However, when this industry
is viewed in a longer term context, the picture
looks different. While there has been a significant
downturn in the telecommunications industry
over the last couple of years, overall, the industry
has still grown dramatically since 1993. Employ-
ment rose sharply during the 90s and then fell
drastically in 2001, but has remained well above
employment levels of the early 90s.

What will drive the future health of telecom-
munications? The answer is that it will likely be

a multitude of factors. A more robust economy
will probably spur some additional demand. An
increased use of the Internet for transactions will
also consume some of the capacity. Additional
demand for capacity from emerging industries
such as photonics will play a role. And certainly
the consolidation of the industry that has occurred
over the past three years will help.

Colorado industry experts are generally optimistic
about the future of telecom in Colorado. Mass lay-
offs in the industry have created a large group of
skilled, experienced employees looking for work.
With the labor pool already in place, Colorado

will be an attractive place for new or relocating
companies. Additionally, companies that let go large
portions of their workforce are now dealing with
the problems of being greatly understaffed. As cus-
tomer service becomes a bigger concern, these firms
will have to rehire some of the positions they elimi-
nated. Furthermore, new technologies, such as web
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conferencing services, voice-over IP and cable,

broadband wireless, and Wi-Fi, are expected to stim-

ulate demand in the industry. The passage of the
Homeland Security Act of 2002 has also made funds
available for security-related telecom products and
services. While this has not fueled growth in the
industry vet, it offers significant potential (Telecom
Industry Focus Group/Survey September 2003).

In an effort to make these same opportunities
available to people in the state’s rural areas,
Colorado has embarked on the Multiuse Network
(MNT) Project. The state contracted with Qwest
Communications International Inc. to build a
high-speed data network stretching to each of the
state’s 64 counties. By providing Internet access to
every county in the state, the project takes the first
step in the “last-mile” solution. The focus of the
last-mile issue is now making broadband Internet
access available to every household and business
within these counties. By making high-speed,
broadband Internet available to rural areas at

affordable rates, the state will foster growth in small

businesses and benefit local governments. New
businesses will be more likely to locate in these
areas, and new jobs could be created. Broadband
technology has the potential to jumpstart rural
economies. As of September 2003, 62 of the 70

By making high-speed, broadband Internet
available to rural areas at affordable rates,
the state will foster growth in small busi-
nesses and benefit local governments.

planned aggregated network access points are
completed, with the additional 8 scheduled to be
finished by the end of the year (OED/Telecom
Industry Focus Group/Survey September 2003).

EmpPLOYMENT AND WAGES

Telecommunications accounts for 42.4% of the
entire Information Supersector employment.
Within the Telecommunications Sector, wired
telecommunications carriers employ more than
70.0% of the telecom workers in the state and
make up nearly 55.0% of the establishments.

In 2002, Colorado’s telecommunications industry
employed 39,700 people, representing more than
3.3% of the total telecom employment in the
United States. These 39,700 telecom employees
make up over 1.8% of Colorado’s total employ-
ment. With a concentration almost twice that of
the nation, Colorado is clearly a leader in the
telecommunications industry.

Perhaps more importantly, based on 2002 data,
there were 1,010 telecom companies in the state,
and these firms paid out a total of $2.69 billion in
wages. Average wages in the telecom industry for
2002 were $67,842—79.0% higher than the state’s
average wage for all industries combined and
20.0% more than the national average for telecom
employees.

During the 1993 to 2002, employment in the tele-
com sector has doubled in Colorado, with a CAGR
of over 6.7%. Telecom employment growth in
Colorado has been nearly two and a half times
faster than that of the nation.



This area experienced severe job losses following
the tech bust and has continued to suffer from the
continuing excess capacity in the industry. During
2002, 7,100 or 15.0% of the jobs were lost. That has
been followed by an additional 8.0% or 3,300 lost
this year. The future appears much brighter as
capacity issues are being resolved. Look for
employment growth of 1,700 jobs in 2004.

Other Information Services Sector

Technically, there is a NAICS sector entitled “Other
Information Services.” In Colorado this group
accounts for between 100 and 200 jobs. For the
purpose of our analysis, we are grouping the
employment discussion of all remaining parts of
the Information Supersector into this section. This
includes motion picture and sound recording

industries; broadcasting (except Internet); Internet
publishing and broadcasting; Internet service
providers, web search portals, and data processing
services; and other information services. In total,
these other categories account for 21,500 employ-
ees and approximately 24.0% of the supersector.

This “other” group experienced a 5.2% CAGR
during the 1993 to 2002 period. While this is quite
strong, it is weaker than the telecommunications
and publishing pieces of the Information Super-
sector. While one might think that the slower
growth rate may have been beneficial in the down-
turn, the other category has continued to lose
employment at a pretty significant rate over the
past two years. In 2002, 3,000 jobs were eliminated,
and in 2003 an additional 1,200 have disappeared.
As discussed in previous sections, we believe that

INFORMATION EMPLOYMENT
1994-2004
(In Thousands)
Y ear Publism Tetemmﬂ'lica’riuns Cther Total
150 182 263 14.6 58.1
1995 200 283 16.2 G4.0
1956 21.0 296 173 G67.9
1947 22.2 296 219 73T
15958 24 .4 38.5 23.5 BG.4
1995 27.3 42.9 26.8 a7.0
2000 28.7 45.0 2.7 108.4
2001 34.8 46.8 25,7 107.3
2002 31.2 34a.7 22.7 893.8
2003 30.8 36.4 21.5 8&.T
2004" 31.2 38.1 227 92.0
"Estimained
“Foracast.

Source: Colorado Depaniment of Labor and Emplayment and Colorato Business Economic

Outigok Commities,
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several of the “other” categories will once again
experience growth and an increase of 1,200 posi-
tions is forecast for 2004.

Summary

The Information Supersector is poised for a turn-
around. While we are only forecasting modest
growth in the year ahead, it will be a welcome relief
to an industry that has experienced heavy losses
over the past two years. The publishing area
(including software) should experience some
growth, with increased advertising budgets and
investment expenditures.

Colorado’s telecommunications industry should
also expand. With both state and national eco-
nomic recoveries on the horizon, the industry is
poised to grow. While the growth levels seen in the
90s will likely never be replicated, the future appears
to be bright. Colorado’s large pool of unemployed
telecom workers; concentration of software, pho-
tonics, and other telecom-related industries; and
quality of life can attract new companies. Existing
firms should benefit from reduced competition,
the affordable assets made available through bank-
ruptcies, and exciting new technological advance-
ments. How much of this growth will occur in
2004 remains to be seen, but longer term industry
growth seems likely. Whether Colorado will return
to top tier status in telecommunications is the criti-
cal long-term question. Expansion of current
efforts by the state government to provide “last-
mile” access to broadband will bring these benefits
to Colorado’s rural communities and help equalize
economic opportunity in all areas of the state.

Overall sector employment is expected to rise by
3,300, or 3.7%. L
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Financial Activities

This NAICS sector includes: Monetary authorities-
central bank; credit intermediation and related activities;
securities, commodity contracts, and other financial
investments and related activities; insurance carriers and
related activities; funds, trusts, and other financial vehi-
cles; real estate; rental and leasing services; lessors of
nonfinancial intangible assets (except copyrighted works).

he Financial Activities Supersector is com-

prised of the Finance and Insurance Sector
and the Real Estate, Rental and Leasing Services
Sector. This supersector has been one of the bright
spots in the Colorado economy during 2003.

The Finance and Insurance Sector includes mone-
tary authorities—central bank; credit intermedia-
tion and related activities; securities, commodity
contracts, and other financial investments and
related activities; insurance carriers and related
activities; funds, trusts, and other financial vehi-
cles. In addition to real estate jobs, the Real Estate
Sector includes rental and leasing services and
lessors of nonfinancial intangible assets (except
copyrighted works).

Between 1993 and 2002, the Financial Activities
Supersector grew at a compound annual growth
rate (CAGR) of 2.8%, with the strongest employ-
ment growth occurring in securities, 6.6%, and
credit organizations, 3.7%. Insurance employment
increased at a CAGR of 3.2% and real estate
employment increased at 2.6%.

In 2003, the Finance and Insurance Sector is
expected to decrease by 1,100 jobs, while the Real
Estate, Rental and Leasing Services Sector is pro-
jected to remain flat. In 2004, an additional 200
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jobs are expected to be added in the Finance and
Insurance Sector, while the Rental and Leasing
Services Sector will show a gain of 500 jobs.

Finance and Insurance Sector

CommERcIAL BANKING QuTLooK FOR 2004

Trends in the banking industry will continue to
change in 2004. In the area of loan growth, 2003
benefited from good consumer loan demand
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(primarily mortgage and home equity due to low
interest rates), while demand for commercial credit
was weak, similar to 2002. Trends in 2004 will show
slower consumer growth due to weaker mortgage
activity and increasing demand on the commercial
side after three years of lackluster growth. The level
of commercial demand will depend on the pace of
€CONOMIC recovery.

Net interest margins should stabilize in 2004 as
much of the asset repricing that has pressured

FINANCIAL ACTIVITIES EMPLOYMENT
1994-2004
(In Thousands)

Fimance and Real Estate and

Year Insurance Rantal and Leasing Total®
1964 4.0 7.0 121.0
{4o5 B2.4 386 121.1
1906 B7.9 4010 127.9
19497 8309 41,2 135.2
1998 100.2 42 6 142.8
1999 1031 443 147 .4
2000 1019 451 147.0
2001 1023 450 148.3
2002 102.4 453 147.7
2003" 101.3 453 146.6
2004° 101.5 458 147.3

"D b0 rending, the sum of the individusl ilems may nat agual the tots

YEstimated

‘Forecasl

Sounce; Colorado Depanment of Labor and Employment and Colorado Busness

Economic Chutiook Commithes



margins has run its course. We do not expect any
margin expansion until the Federal Reserve
increases short rates, which would start the repric-
ing of variable rate assets upward while any
increase in deposit rates would lag.

Fee income should also transition in 2004. The big
drivers of fee income in 2003 were mortgage bank-
ing and deposit fees. We forecast mortgage banking
fees to be flat to down as mortgage origination
activity is projected to decline by 50.0% in 2004.
However, we expect to see an increase in loan ser-
vicing fees as a partial offset to lower origination
fees. Deposit fee growth should slow with the
expected moderation of growth in the deposit base.
On the positive side, banks are projected to experi-
ence expanding capital markets and asset manage-
ment fees, with the better market and higher
insurance revenues from increased market share of
insurance sales. Expense growth in 2004 is likely to
be slower than in 2003 as growth from pension and
option expense should moderate.

Credit quality should be a bright spot for banks

in 2004. Problem loans and loss rates have peaked
and should improve throughout the year, returning
to a more normalized level by 2005. Overall, the
industry remains well capitalized and fundamen-
tally sound.

As the equity markets began to show signs of life in
late 2002, there were signs that total bank deposits
would decrease as money was transferred to more
lucrative investments. This transfer of funds to the
equity market seems to have been only temporary
as a result of the mutual funds scandals. It is also

felt that companies are becoming more profitable,
that corporate loans are down, and that firms are
building their cash reserves, at least for the
moment, until they are completely comfortable
with either investing in other financial tools or
increasing their capital expenditures. Deposits are
expected to grow through 2003 into 2004, but at a
much lower rate than recent years.

SAVINGS AND LOANS

In 1995, about 5.5% of total deposits were held in
savings and loan (S&L) companies. Total S&L
deposits dropped to less than 1.5% in 2000 as con-
solidations and changes in federal regulations
made other investment opportunities more lucra-
tive. Since then they have increased slightly as con-
sumers viewed them as safer investments than
volatile equity or real estate markets. This trend is
expected to continue, although growth will occur
at a much lower rate than in previous years.

Less than 1.0% of financial activities employees
work at S&Ls. Employment is this area is expected
to increase slightly in both 2003 and 2004.

The strategy for members continues to be
short-term investments and maintaining
increasing liquidity in regular shares and
money market accounts.
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CrepiT UNion TRENDS

With the slow economic recovery and low interest
rate environment expected to continue through
2004, there will be continued pressure on credit
union net margins. Credit union cost of funds is
greatly influenced by fed rates. Many members
have taken advantage of the low interest rates to
refinance existing or purchase new homes and
vehicles, but at the same time they have taken on
more debt. At this time, there does not appear to
be a housing “bubble,” but should housing prices
fall, it would slow or stop the ability of home own-
ers to continue taking equity out of their homes to
finance other consumer purchases. Debt service to
disposable income is close to an all-time high. These
trends, along with high unemployment, cause con-
cern for potential increases in delinquencies and
bankruptcies. However, credit unions have moni-
tored their underwriting standards to maintain a
high quality of assets.

The continuing slow recovery has savers searching
for safe investments while attempting to maintain
some reasonable rate of return. Asset growth is
expected to remain in the 10.0 to 12.0% range for
2004, with consumer loans increasing at a 6.0 to
8.0% pace. Some credit unions are experiencing
double-digit loan growth, which will continue to
put pressure on management to maintain compe-
titive rates to attract new money and retain mem-
ber deposits that are maturing. The strategy for
members continues to be short-term investments
and maintaining increasing liquidity in regular

continued on page 44
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continued from page 43
COMMERCIAL BANK, SAVINGS AND LOAN, AND CREDIT UNION
ACTIVITY IN COLORADO
1994-2004
Credit
Commercial Savings and Linkon

Bank Deposits Loan Deposils Draposils
Year {In Millions] {In Milligns ) {In Millions)
18494 329,704 .8 $1.961.0 $5,133.2
1955 31,2485 21410 5,669.1
10496 34.319.1 1,8286.0 5,969.6
1887 28 228.5 1.543.0 G,470.0
1944 31,263.5 T83.0 G,621.8
19059 23,813.0 Bev.7 6.857.6
2000 37.315.0 B17.9 7,354.5
2001 J6.872.3 6838 85774
2002 37 402.0 1,809.8 5.406.8
2003° 37.200.0 1.200.0 10,537.0
2004° 38,375.0 1,850.0 11,0000

“Estimaled
"Forecast

Souwrca: Mational Craditl Linicn Association, Faders! apasi Insurancg Comporasan
and Colomadn Business Economic OuSiook Commities,

shares and money market accounts. Any rapid
movement of short-term funds to other invest-
ments, such as the stock market, could cause short-
term liquidity concerns.
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Consolidation of credit unions continues as new
regulations and the high cost of technology make
it difficult to keep up with compliance, especially
in a small shop. Such issues as privacy, new security

requirements for debit and credit cards, as well as
ATMs, require new policies, procedures, and train-
ing, which continue to put pressure on return on
assets. To ensure future growth potential some
credit unions are changing to community charter
or expanding into underserved areas. This, along
with new products such as small business loans,
point to a strong future.

FiNaNcIAL MARKET TRENDS

For the first three quarters of 2003, the overall
stock market has performed well. The Dow Jones
Industrial Average is up 11.0% since the beginning
of the year. The NASDAQ Composite Index is up
34.0% for the year. It appears that positive corpo-
rate earnings reports, accompanied by a combina-
tion of low interest rates, generous tax cuts, and
rapid monetary growth, have provided an impetus
to the rising market. However, there is concern that
the overall stock market will not be able to continue
its ascent, due to rising oil prices, the falling dollar,
and a still-shaky economy.

Nonetheless, the securities industry is making a
comeback. After two years of layoffs and lower
profits, it appears that the industry will post record
profits in 2003. The industry is earning greater
profits from underwriting fees, commissions, and
gains in brokerage firm’s own investment accounts.
Furthermore, after several years of job cuts, broker-
age firms are hiring more staff.

As of September 30, 2003, approximately 124,850
individuals were licensed to conduct business
as stockbrokers in Colorado. Of that number,



FINANCE AND INSURANCE EMPLOYMENT
1994-2004
(In Thousands)
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Credit
Intermediation Securites, Inzurance Carriers  Oiher Financs
and Relaied Commodities, and and Related and Insuranca
Year Ativites Dther Activities Activilies Activities Tatal”
1094 35.6 0.4 30.8 8.2 B4.0
10495 3549 10.3 3.5 47 B2 4
19496 ar.g 11.7 342 4.4 B7.9
igar 40 4 13.0 6.4 41 83.59
19498 a4 1 13.9 Ja.7 3.0 1002
1999 453 16.3 40,2 2.3 103.%
2000 435 17.9 g9 1.6 1018
2001 451 17.4 359.0 09 102.3
2002 475 145 39.2 0.8 102.4
2003" 475 13.8 39.2 0.8 101.3
2004° 47.5 14.0 392 0.8 1015
"Due io rourding, e surm of e individual ilsms may nol egual the olal
"Eslimated.
‘Forpcast.

Source: Colofado Deparimend of Labor and Employmean and Calorada Business Econdmit Ouliook Committes

approximately 13,800 stockbrokers actually reside
in the state. In addition, of the 2,386 brokerage
firms licensed to do business in Colorado, 90 have
offices here. Moreover, approximately 5,630 in-
vestment adviser representatives are licensed in
Colorado. This represents an increase of more than
975 licensed investment adviser representatives
over last year. The growth in the number of
licensed stockbrokers is expected to remain steady
in 2004.

Most of the state’s equity mutual funds made
money for their shareholders in the third quarter
of 2003. The average gains were between 1.0% and
6.0%. However, nationally, there have been alle-
gations regarding abuses in connection with late
trading and market timing of fund shares. At

this point, it is not known what adverse impact
these allegations may have on Colorado-based
mutual funds.

During the past few years, the securities industry
endured corporate scandals, accounting and audit
failures, excessive executive compensation, as well
as a bear market. Nonetheless, the industry has
emerged from these difficult times because it was
well capitalized. However, this positive trend will
go on only if there are positive corporate earnings
reports and continued investor trust in the market.

continued on page 46
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INSURANCE

The insurance industry is comprised of two cate-
gories: life and health insurance and property and
casualty insurance. Nationally, about 2.2 million
people are employed in the industry. Technology
has been a double-edged sword. While it has made
it possible for companies to provide more timely
service and more creative products, it has also min-
imized employment growth. Between 1993 and

2002, the industry increased at a CAGR of 0.7%.
The number of insurance carriers in 2003 grew
during the 1990s, but has been on a steady decline
since 1999. Today, the number of insurance carriers
is the same as the 1993 total.

Employment in the Colorado Insurance Sector
follows a pattern similar to that of the nation. The
industry grew rapidly during the first half of the

REAL ESTATE AND RENTAL AND LEASING EMPLOYMENT
1994-2004
(In Thousands)

Yoar Real Estala  Rental and Leasing Taotal®
1504 751 118 37.0
1905 259 127 38 6
1506 26.6 13.4 40.0
1997 270 142 41.2
1908 27.9 147 42 6
1909 288 155 443
2000 20.7 15.4 45 1
2001 az2n 14.0 46.0
2002 320 13.3 453
2003° .7 13.6 45.3
2004° 115 14.3 458

" 1o rourding, the sum af the indsvidual Bams may not equal thea ol

"Estmatad,

“Fomacast.

Source: Colorado Department of Labor and Employment and Colorado Business

Economic Dufiook Commiting,
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1990s, but tapered off in 1999. Although this sector
shows a CAGR of 2.8% between 1993 and 2003,
employment has not grown since 2000. It is esti-
mated that insurance companies in Colorado will
total approximately 3,780 in 2003 and that average
wages will exceed $2.0 billion, or about $51,000 per
employee. Although the demand for insurance
products will continue to grow, no noticeable
increase in Colorado employment is forecast in
this sector in 2003 and 2004.

The following statistics provided by the American
Council of Life Insurance help understand the im-
pact that the insurance industry has on the U.S. and
Colorado economies. In 2002 Californians spent
the most on life insurance, around $216 billion,
while residents of Wyoming spent approximately
$2 billion (Coloradans spent about $30 billion).
During 2002, the total life insurance in force range
from $2.5 trillion in New York to $25 billion in
Wyoming (Coloradans had about $315 billion

in force).

Other key Colorado statistics for 2002 include:

* $300 billion in policy and contract dividends
were paid;

* Almost $700 million in death payments were
made;

* Premium receipts totaled approximately $9.8 bil-
lion;

* $5.6 billion in mortgages were owned in

Colorado; and

* $859 million in real estate was owned by life
insurers in the state.



During 2003, the Colorado legislature eliminated
no-fault insurance. While this change is unlikely to
impact industry employment, it will have various
effects on consumers. It is too early to identify how
this will impact the industry in 2004.

Real Estate and Rental and Leasing

The Real Estate and Rental and Leasing Sector is
divided into two subsectors. The sector is not
expected to experience any growth in 2003; how-
ever, 500 jobs will be added in 2004.

ReAL ESTATE

In 2003, it is unlikely that this category will exceed
last year’s total of 32,000 jobs. The nine-month
average for 2003 is 31,700, a modest decline of
1.0% that will continue through year-end.

While it is true that significant additional space has
been brought to the market since 2001, the rate of
increase has slowed dramatically to the point that it
has virtually stopped. Compounding this effect is
the compression caused by competition in the Real
Estate Sector. Climbing vacancy rates have severely
affected revenues for property owners. Low
demand for space has increased the “cost” of secur-
ing an occupant, and the resultant pressure on the
other costs (property management, etc.) is severe.
Efficiencies will have to be found and fewer people
will be asked to do more.
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There is no news on the horizon that would indi-
cate an increase in jobs for this sector in 2004. In
fact, employment will decrease by 300 jobs in 2003.
A continued slow decline is forecast, and the aver-
age number of jobs will fall by an additional 200 in
2004, to 31,500 jobs.

RENTAL AND LEASING

The Rental and Leasing Services Sector includes a
variety of companies from Blockbuster Video to
Budget Rent A Car to Mr. Neats Formalwear. After
showing declines for three consecutive years, from
2000 to 2002, this sector will post an increase of
about 300 jobs in 2003, a reflection of an economy
that has turned around. This rate of growth is
expected to continue into 2004 as 700 jobs will

be added. [
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Professional and Business Services, and Other Services

This NAICS sector includes: Professional, scientific,
and technical services; private households; professional,
scientific, and technical services; management of com-
panies and enterprises; administrative and support
services; waste management and remediation services;
repair and maintenance; personal and laundry services,
religious, grantmaking, civic, professional, and similar
organizations; and private households.

Professional and Business Services
Supersector

The three major sectors of this supersector are:

1) Professional, Scientific, and Technical Services;
2) Management of Companies and Enterprises;
and 3) Administrative and Support and Waste
Management and Remediation Services.

PROFESSIONAL, SCIENTIFIC, AND TECHNICAL SERVICES
SECTOR

The major subsector classifications for
Professional, Scientific, and Technical Services
tracked by the Colorado Department of Labor and
Employment are legal services, engineering and
architecture services, computer systems services,
and other professional services. Other subsectors
included are the accounting services, scientific
research services, advertising services, photography
services, and veterinary services.

The businesses in this sector are the benefactors of
outsourcing from other companies. The demand
for these services remains soft as the private and
public sectors continue to delay meaningful capital
spending on new projects and only contract for
those services they deem absolutely necessary. One
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trend that negatively affects the health of business
employment is the local, state, and federal agencies
internally performing many of these services until
the economic conditions improve.

Legal services employment appears to have peaked
in 2002. This subsector averaged 1.0% growth over
the last 10 years and is expected to show a slight
dip in employment in 2003, about 400 jobs. The
2003 legislative session provided a paradox of new
statutes from tort reforms on punitive and other
damages to reinstating a tort system for auto insur-
ance. These would seem to cancel each other; how-

ever, there should be a need for additional legal
services for businesses as the economy improves.
Legal services employment is expected to remain
flat in 2004.

After steady growth for many years, the architec-
tural and engineering subsector experienced a
decline in employment in 2002 and is projected to
suffer another 2.5% cutback in 2003, about 800
jobs. Decreased state and local agency capital spend-
ing on infrastructure has been the preferred and
quick method to balance budgets. Future general
fund annual increases for state and local agencies

PROFESSIONAL, SCIENTIFIC, AND TECHNICAL SERVICES SECTOR EMPLOYMENT
1994-2004
(In Thousands)

Qthar
Professional,
Engineering and Compuier EScientific, and
Legal Architectural Systems Dasign Tachnical Parcantage
Year  Services SEricas SErvices SHrvIicEs Totad Change
1934 14.4 256 19.9 434 1033 1.4%
1085 14.4 2649 252 46.5 113.0 G4
18946 14.3 270 29.1 48.0 118.49 5.2
1087 14.5 a4 i g S0 12556 1 7]
1998 146 310 331 2.4 13141 4.5
19546 14.8 332 38.0 548 141.8 8.2
SO0 15.1 343 454 ab.6 151.4 B8
2001 15.5 375 227 55.5 1516 0.1
2002 15.7 35,8 35.8 53.7 1410 -7
2003" 15.3 3510 33.0 B5.¥ 1380 -1.4
| 2004° 15.3 3510 34.0 a0 1453 4.5
Dhes b iounding, e aum of the wdivictual ibemes: imay nol il ha balal
"Estimated
"Fonecasl

Souce: Colorade Department of Labor and Empioyment and Colorado Business Economic OuSicok Commitiag




are expected to be 3.0 to 4.0% per year for many
years. The demand for public service, along with
the growth in congestion levels on many roads, will
increase faster than the anticipated tax revenues.
The future viability of public agencies’ service and
infrastructure systems necessitate that existing rev-
enue sources be protected and new innovative
funding and business sources be pursued.

Many visible building and transportation projects
managed to provide a certain level of employment
through construction engineering services. A large
loss of jobs due to the substantial completion of
the T-REX project was realized early in 2003. The
commencement of the design of many public and
private projects was delayed until later in 2003.
Both factors significantly contributed to first quar-
ter 2003 recording the lowest level of employment
for this subsector in many years.

Starting with the second quarter of 2003, employ-
ment began steady growth. Some of this can be
attributed to increasing demand for geotechnical,
environmental, and surveying services that are
used at the initiation of land development projects.
Most of these projects are identified as being resi-
dential and light commercial in nature. The design
of new facilities and the expansion of existing
plants is not expected to commence soon due to
existing excess plant capacity and the fact that
many new plants are being built overseas for com-
petitive product cost reasons. The employment lev-
els of this subsector are expected to increase by
about 1,000 jobs in 2004.

One of the fastest growing areas in the 1990s was
computer systems services. This subsector experi-
enced several years of employment increases in the
16.0 to 18.0% range, with growth peaking in 2000.
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ADMINISTRATIVE AND SUPPORT SERVICES SECTOR EMPLOYMENT
1994-2004
(In Thousands)

Employmant  Services to Buildings  Other Adm. Percentage

Yaar Sarvicas and Dwallings Servicas  Toia Change
19494 363 233 35.9 05.5 11.4%
1845 09 22,1 a3r.3 102.3 7.1
15406 43,0k 26.2 404 10686 T.1
1947 48.0 281 4513 1214 10.8
1948 48.2 29,3 45.8 1243 2.4
19499 21.2 a4 48.3 130.8 5.3
2000 545 33.0 406 1371 4.7
2001 469 34 .4 48.6 129.8 5.3
2002 3B.6 34.1 48.4 1211 -5
2003° 4.9 34.3 48 .4 117.6 2.8
2004° J6.0 a53 0.0 121.3 31

“Dua 4 rounding, tha sum of tha indraduad Brms may not equal the otal

"Estimatad

‘Forecast.

Sourge: Colordds Departmeadl of Labar and Emgliymenl and Colarado Business Ectnomic

Culiook Commiias

Employment for 2003 is anticipated to be about
12,400 jobs lower than the 2000 employment level.
To put this decrease in perspective, the number of
jobs in the subsector in 2003 is comparable to the
number in 1998. The big question is when will
businesses really be forced to replace their pre-Y2K
computer systems? The update of Microsoft’s latest
Windows operating systems for computers and
servers created a need to replace some older sys-
tems. Although several high-end applications were
also updated in 2002, most businesses chose not to
upgrade for reasons ranging from cost control to the
upgrades’ lack of useful features. In 2004, operating
system and application software upgrades will
again be offered, but this time the upgrades will be
forced on businesses by various methods. These
upgrades are also expected to cause replacement of

the majority of the computer hardware purchased
for the Y2K event due to their significant demand
for processing and larger application sizes. This
timely turnover in computer systems is expected to
result in a minor increase in employment for this
subsector, which is hopeful news. After three years of
decreases, employment in this subsector is pro-
jected to increase by 1,000 jobs in 2004 as a result
of the expected increase in overall business activity.

Growth in other subsectors of the Professional and
Business Services Sector will increase by about
2,000 jobs in 2003. In 2004, the sector is expected to
add 4,300 jobs as the economy improves. Primary
areas of growth will be advertising, management
consulting, and accounting services.

continued on page 50
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Professional and Business Services, and Other Services

continued from page 49
ADMINISTRATION AND SUPPORT AND WASTE MANAGEMENT
SERVICES SECTOR EMPLOYMENT
1994-2004
(In Thousands)
Admanisirative and Cihar &dm. Parcerage

Year Support Services Services Total® Change
1994 95.5 10.9 106.4 10.0%
1594965 102.3 = 112.0 5.3
1996 108.6 8.8 118.4 57
1847 121.4 a.7 130.1 5.9
1908 124.3 a5 132.8 21
19405 130.9 2.8 138.7 5.2
2000 137.1 8.8 145.9 4.4
2001 120.8 ar 138.5 51
2002 121.1 a8 12949 £5,2
2m03* 117.6 g8 127.4 1.4
004" 121.3 11.0 132.3 38

"Due b maunding, e sum of e individual ilems may nol egual the iotal.

"Estimaled,

*Forecasl

Soufca Colorado Depaitrmenl ol Labor and Employimant and Colkrads Business Economic Cubiook Commaties,

MANAGEMENT OF COMPANIES AND
ENTERPRISES SECTOR

The Management of Companies Sector employs
about 20,000 workers in approximately 1,000 estab-
lishments. Three subsectors make up this sector.
The largest is the managing offices subsector, which
accounts for 91.5% of the total employment in the
sector and 79.4% of the total establishments. About
8.0% of employees are included in the second
subsector, offices of other holding companies, and
the smallest subsector is offices of bank holding
companies. Examples of companies in this sector
include Qwest Services Corporation, MDC
Holdings, MediaOne Group, and the Anschutz
Corporation.
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The sector has had positive growth since 1998 and
is less susceptible to fluctuations in the economy
than other sectors. It is expected to increase by 500
jobs in 2003 and 600 jobs in 2004.

ADMINISTRATIVE AND SUPPORT AND WASTE
MANAGEMENT AND REMEDIATION SERVICES SECTOR

The major subsector classifications for the admin-
istrative and support portion of this sector is
employment services, which includes placement
agencies, temporary help services, and professional
employer organizations; and services to buildings
and dwellings, which includes pest control, jani-
torial services, landscaping services, and carpet

cleaning services. Other subsectors included are
document preparation services, telephone call cen-
ters, collection agencies, credit bureaus, travel agen-
cies and tour operators, investigation and security
services, convention and trade show organizers,
solid and hazardous waste collection, landfill
operations, materials recovery facilities, and other
remediation services.

This sector’s rate of decline in average yearly
employment has slowed through 2003, down 2,500
jobs compared to a loss of 8,600 in 2002 and 7,400
in 2001. The demand for these services that are
provided to businesses is expected to gradually
increase through next year, reflecting the general
improvement in business activity. The subsector is
expected to grow by 4,900 jobs in 2004.

A precipitous drop of almost 35.0% has been real-
ized for the employment services subsector since its
peak in 2000, with the first quarter of 2003 seeing
the lowest employment levels since 1993. On the
other hand, and even more dramatically, job recruit-
ment agency employment levels have increased
almost 25.0% in the first eight months of 2003.
This boost of temporary and contract workers,
coupled with weekly hour levels exceeding 40 per
week in the third quarter of 2003, are indicators of
increasing business activity. Even with this dra-
matic increase in employment in 2003, the average
yearly employment numbers for this subsector will
decrease from 2002, but should recover signifi-
cantly in 2004.

The services to buildings and dwellings subsector
has exhibited a steady average growth in employ-
ment of 1.2% per year over the last 10 years.
Starting in 2001, this subsector’s employment levels
plateaued and are expected to remain flat through



2003. Most of these services are support for office
buildings that are currently in oversupply. With few
new office buildings being designed and con-
structed, this subsector is expected to increase at
very minimal levels for the next few years.

Other Services

The Other Services Supersector consists of three
sectors: Repair and Maintenance, Personal and
Laundry Services, and Membership Associations.

Over 23,000 employees work at about 4,500 dif-
ferent establishments in the Repair and Mainte-
nance Sector in Colorado at companies such as
Envirotest, Safelite Glass, and Midas International.
During the 1990s the sector grew rapidly to meet
the demands of an increased population. As the
economy tapered off, 100 jobs were added in
2002.The sector is expected to decline by 200 jobs
in 2003, but a 200 job gain is forecast for 2004 as
the economy turns around.

Personal and Laundry Services employs about
21,000 workers at more than 3,200 establishments.
The leading group in the sector is beauty salons,
with about 7,500 workers and 1,300 establish-
ments. A sampling of other services provided
include funeral services, parking companies, one-
hour photo processing shops, and barber shops,
with much smaller employment bases.

Growth in this sector parallels the growth pattern
of the Repair and Maintenance Sector. Approxi-
mately 200 jobs will be lost in 2003. With the
improving economy in 2004, growth in the sector
will return with the addition of 200 jobs.

The largest sector, Religious, Grantmaking, Civic,
Professional, and Similar Organizations, includes
such organizations as Focus on the Family, YMCA
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OTHER SERVICES EMPLOYMENT
1994-2004
(In Thousands)

Rapair and Raeligious, Grantmaking,
Maintenanca Personzl and Civic, Professional, and Percentage
Year Sernvices Laundry Services  Simiar Organizations  Tolal®  Change
1954 16.5 17.2 20.0 64.7 7.3%
1985 20.1 17.8 30.5 68.5 5.9
1986 20.7 18.4 JAT 2.7 6.1
1947 214 18.8 355 757 4.1
1988 22.0 18.4 360 Tra 2.1
1988 22.8 18.7 368.5 8.0 2.2
2000 231 20.3 J6.8 a0.2 1.5
2001 23.5 21.0 393 §3.8 4.5
2002 23.6 21.0 41.0 856 21
2003" 234 20.8 41.7 859 0.4
__2004° 23.6 21.0 42.5 ar.1 1.4
"D ba rewnding, the swm ol e ndividea) ems may rol egqual the tokal,
YExtimated.
“Foraczst

Sourca: Caolarada Depariment of Labor and Employmean) and Colorsds Business Economic Outioos: Commities.

of the Rockies, Highlands Ranch Community
Association, Denver Dumb Friends League, and the
American Water Works Association.

This sector has been affected by population growth
and the recent economic downturn, but has not
been negatively impacted as much as other sectors.
The sector is expected to increase by 700 jobs in
2003 and 800 jobs in 2004.

The Forecast and Conclusions

The 2003 employment levels of the Professional
and Business Services Supersector suffered com-
pared to 2002 due to uncertainty caused by nega-
tive national and international events. This resulted
in lower business spending on the types of services

offered by this supersector. Meaningful capital
spending is still not taking place, and the question
of how long some of the equipment purchased
prior to Y2K will last is still relevant. At some
point, businesses will have to replace antiquated
equipment. Business spending for capital equip-
ment and related services is anticipated to gradu-
ally increase in 2004. This growth could be
tempered if a significant business scandal occurs
or if other international crises occur. In the back-
ground, there may also be a lack of labor force
mobility caused by the constant increasing cost of
health insurance. This makes employers reluctant
to hire and employees hesitant to leave current

employment.
continued on page 52
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Professional and Business Services, and Other Services

continued from page 51

Two other significant emerging issues will impact
the manner in which professional and business
services are provided. The first issue is of a short-
term nature and related to the significant decrease
in government spending to the private sector dur-
ing these challenging economic times. With the
anticipated increase in economic activity, the
recovery of private sector employment is directly
related to the public sector resuming the outsourc-
ing of services. If governments choose to initially
hire internally as their tax receipts increase, this will
put a damper on private sector services employ-
ment growth.

The second issue is of a long-term nature and
related to the service jobs that are moving overseas.
Businesses are using the cheaper overseas labor
markets to stay price competitive. This has been
happening for many years for manufacturing
goods; however, this is a relatively new trend for
services. The United States still has the best edu-
cated workforce among the major economies,
which drives our competitive global advantage for
invention and innovation. However, the number of
students graduating in the math and science fields
is decreasing, while the number of students grad-
uating in these fields overseas is increasing. India

TOTAL PROFESSIONAL AND BUSINESS SERVICES SUPERSECTOR EMPLOYMENT
1994-2004
(In Thousands)

Management of Adminisiration and
Professional, Scientific, Companies and Support and Wasta Percantage
Year and Technical Services Enlerprises Management Services  Total® Change
1904 1033 14.4 1064 2241 5.5%
1845 113.0 14.0 112.0 239.0 6.6
1508 11848 14.8 118.4 252 .1 5.5
1247 125.5 14,7 1301 2702 T2
1998 1311 15.3 1328 279.2 3.3
1509 141.8 16.6 139.7 2881 &8
2000 1514 17.9 1458 315.2 g
2001 151.6 18.3 138.5 308.4 2.2
2002 141.0 18.9 129.9 £85.9 6.0
2003" 138.0 19.4 1274 2857 -1.4
|_2004° 145.3 20.0 132.3 297 .6 42

"D 1 rounding, the sum of e indhvidual ibems may not aqual the o2al,

“Extimaned
“Forecast

Sowte: Colormde Department of Labor and Employmant and Colorado Business Ecoromic Ouiook Commities,
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and China now award more natural science and
engineering degrees than the United States. Our
focus on maintaining a better educated workforce
is strongly needed in order to prevent the United
States from being overtaken as skill and education
levels rise elsewhere.

The practices of private sector law, banking, man-
agement consulting, engineering, architecture, med-
icine, telecommunications, and accounting were
once tradition-bound “gentlemanly” businesses. No
more. One by one, each of these professions has
entered the world of competition, technology, firm
restructuring, and even marketing. Firms are experi-
menting with various restructuring options to gain
geographic coverage and broader market exposure.
In addition, strategic alliances are formed for the
purpose of completing short-term projects. The
push of technology has created on-line web-based
research and new billing practices. Competition is
forcing firms to look very hard at overhead struc-
ture, especially since most of it is labor driven. The
tradition of the single proprietor and small partner-
ships is giving way to larger corporations due to
mergers and acquisitions. The constant push is for
corporate profitability, downward pressures on
salaries, aggressive marketing, and cost cutting.

The forecast was developed using a much shorter
trend analysis than previously used, due, in part, to
the realized uncertainties of switching over to the
new NAICS classifications and the recent national
and international business and cultural events that
seem to have more significant effects on local busi-
nesses’ spending decisions. The resulting forecast
for the Professional and Business Services
Supersector in 2004 is growth of 4.2%, or 11,900
jobs. Projected growth for the Other Services
Supersector is 1,200 jobs in 2004. []



Educational and Health Services

This NAICS sector includes: educational services;
ambulatory health care services; hospitals; nursing and
residential care facilities; and social assistance.

Overview

his NAICS supersector includes private sector

educational and health-care companies and
organizations. From 1993 to 2002, it increased at a
compound annual growth rate (CAGR) of 3.7%,
with the education sector posting a CAGR of 5.8%
and the much larger health-services sector showing
a CAGR of 3.5%. Despite the recent recession,
growth occurred in the industry in both 2002 and
2003. Overall supersector employment grew by
4,300 jobs, or 2.1%, in 2003 and is expected to
increase by 8,100 jobs, or 3.8%, in 2004.

Structure of the Industry

About 31.0% of the employees in the private Edu-
cational Services Sector work for private colleges and
universities, of which about 83.0% are employed at
the University of Denver, Regis University, Colorado
College, the University of Phoenix, Naropa Institute,
and Colorado Christian University.

Other major components of the Educational
Services Sector include elementary and secondary
education and miscellaneous technical training.
About 19.0% of the workers in this sector are
employed at private elementary and secondary
schools, while approximately 10.0% have jobs

at miscellaneous technical training schools.
Around 21.0% of the workers are employed in the
areas of management training, sports instruction,

HEALTH SERVICES EMPLOYMENT, WAGES, AND ESTABLISHMENTS

(2002 ES202 DATA)
2002
Employment Percentage 2002 Percentage  Average Weekly

Calegury {In Thousands) of Total Emaw_mm of Total Fges
Armbulakory Care 4.7 A0.6% 7878 74.6% 854 .0
Hospitals 45.5 247 o f.A T20.0
Hursing Care 334 18.4 761 71 45410
Social Assistanca _30.0 18.3 1,671 17.5 3B70
Total Health Sarvices 1684.0 1000 % 10,608 100.0%: 6340
Total All Indusiries 21540 156,691 3731.0
*Estimaied
*Forecast

Mote: Differences may coour bebenen ES202 data and CES data seres.

Spurce; Colorado Empicyment and 'Wages (ES202) and Colorado Business Econcrmic (utlnos Commiting
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miscellaneous education, and fine arts. About
19.0% of the workers in this sector are employed in
programs that range from computer or manage-
ment to language schools and flight training.

The much larger Health-Care Sector is composed
of four subsectors: ambulatory care, nursing, hos-
pitals, and social assistance. The accompanying
table displays ES202 and average wage, employ-
ment, and establishment data from 2002 (the most
recent year published), illustrating the composition
of the sector. To help understand how the recent
change from Standard Industrialization Classifi-
cation codes to NAICS codes has redefined the
industry, another table provides subsector break-
downs based on first quarter 2003 ES202 data.

About two-thirds of the employees in the largest
subsector, ambulatory care, work as doctors, den-
tists, or in home health care. The remainder of the
subsector includes such medical services as special-
ists, medical labs, blood banks, and dialysis centers.

Colorado is currently home to 80 private hospitals.
About 90.0% of the employees in this subsector
work at general medical or surgical hospitals.

Employment in the nursing care subsector is
dominated by nursing care facilities, homes for the
elderly, and residential mental and substance abuse
care. About 28.0% of the companies and 58.0% of
the employees work in nursing care facilities, while
about 28.0% of the companies and 13.0% of the
workers are employed at homes for the elderly
industry. About 10.0% of the employees work in
the area of mental care and substance abuse.

continued on page 54

93



2004 Colorado Business Economic Outlook
Educational and Health Services

continued from page 53

The final component of the health-care subsector
is social assistance, which is dominated by child day
care and other youth services, services for the eld-
erly, and vocational rehabilitation services.

Epucarion

Between 1993 and 2002, the private education
subsector increased by a CAGR of approximately
5.8%, or about 1,000 employees a year. Much of
this growth has come in response to the general
expansion of the economy and the need for con-
tinuing education, and technical, computer, and
management training programs.

Decreases in higher education and public educa-
tion budgets should strengthen the demand for
services provided by companies in this area during
the next 18 months. About 800 jobs will be added
in the subsector in 2003 and approximately 1,200
in 2004. Growth will occur primarily at the private
universities and in the areas of business support.

HeaLTH-CARE AND SoCIAL ASSISTANCE SERVICES

The Colorado marketplace continues to be afflicted
by double-digit health insurance premium
increases, bringing economic hardships to both
employers and employees. The National Federation
of Independent Businesses reports that two-thirds
of Colorado small businesses saw premium
increases of more than 20.0% in 2002 and are
reporting another increase of over 20.0% in 2003.

Efforts by the State of Colorado to curtail these
rising costs include offering Multiple Employer
Welfare Association participation, introducing
opportunities to rate band premiums under certain
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ESTIMATED EMPLOYMENT AND ESTABLISHMENTS
AMBULATORY AND SOCIAL ASSISTANCE

Estimaled Percentage Estimated Percentage
Subsaclor of Total Employment of Tolal Establishments
Ambulatory Services
Physicians 37.8% 32.0%
Dentisis 172 26.5
Home Health Cara 12.2 2.2
HMOs 49 0.3
Duipatient Menial Health 4.3 1.5
Specialty Therapists 4.1 59
Chiropractors d.0 10,0
Ambulance Services 24 0.5
Oplometrist 2.2 36
Medical Labs 2.2 1.6
Other Ambulatory 87 15.9
Total Ambulatory B 100.0% 100.0%
Social Assistance Services
Child Day-Care Services 30.4% 48.7%
Sarvices for Elderly and Disabled 20.0 10.0
[Cther Individual'Family Services 14,0 200
Vocabonal Rehab Services 1.7 5.4
Child and Youth Services 8.1 8.6
Cher Soclal Assistance 5.8 7.0
Tolal Social Assistance 100.0% 100.0%

Sounca; Coloredo Employment and 'Wages (ES202] and Coloraoo Business Economes: Cullook Commifiess
Moda: Approximatedy 73000 amidatony amployment and 31,000 social essistance ampioymant in 2005,
Mode: Approcrmaiely 8,000 ambulatory estabishments ard 1,800 social assisiance estabishmeants in 2003

conditions, and allowing the sale of health insur-
ance policies that exempt certain mandates, such as
mammograms and prostate screenings. Employer
strategies include decreasing coverage (16.0%),
increasing deductibles (19.0%), and increasing
copayments (38.0%) (Denver Business Journal,
August 2002).

Employment in the health industry continues to
be limited by the supply side: there is a national
desperation for health-care workers, particularly
nurses. For this reason, demand is expected to
remain strong but only modest growth in health
employment overall is forecast. With the con-
struction of five new hospitals in the Denver



metropolitan area, it is reasonable to expect some
influx of new employees as these institutions offer
attractive signing bonuses and options to encour-
age relocation. However, the “rotation” of medical
employees (the movement of local labor from one
institution to another) must be considered, which
will not result in an overall increase in total
employment in this sector. Rather, we expect the
hiring limitations to shift from one institution to
another as they compete for available labor. It is
not fair to assume that all new hospitals will have
the ability to move labor into their institutions
without significant financial incentives and respon-
siveness to potential employee needs. The use of
temporary and contract labor can be expected to
further shift costs upward. In a Chicago suburb,
signing bonuses of $30,000 affect the flux within
that particular market, and it may be reasonable to
assume that regional and rural markets’ ability to
compete with such incentives will limit the ability
to recruit and retain labor. One area of promise is a

new initiative of the Robert Woods Johnson
Foundation that recruits students interested in
health-care professions from rural areas who are
more likely to return to these areas after gradua-
tion. Although the need for additional qualified
labor is apparent, the capacity of the education sys-
tem in Colorado has not been altered to create
additional influx into the workforce.

The capital that hospitals have available to pay for
additional labor may be limited by a variety of
market factors, including the cash flow and finan-
cial liabilities within a particular institution. For
instance, a community hospital that provides a
great deal of charity care and is struggling with bad
debt from clients may have more difficulty freeing
up capital that would allow it to compete in the
contest of enticing new labor. Nationally, the num-
ber of uninsured Americans is expected to increase
the amount of bad debt in hospitals. In 2003,
staffing limitations have forced some hospitals to
go on divert status.

2002 ESTIMATED SOCIAL ASSISTANCE EMPLOYMENT AND ESTABLISHMENTS

Eslimated
Employment  Percentage  Estimated Percentage
Category (In Thowsands) of Total Establishmants of Talal

Child Day-Care Services 11.8 30.4% 811 48. 7%
Services for Elderly and Disabled 6.0 20.0 187 10.0
Other IndividualFamily Services a.2 14,0 378 20.0
Vocational Rehab Services 3.5 1.7 103 5.5
Child and Youth Servicas 2.0 g3.1 161 0.6
Othar Social Assistance 1.7 5.8 A3 7.0
Total Social Assistance” 30,1 100.0% 1,871 100.0%:

"Due o raundireg, the sum of fe indwidual iems may nat equal the iotal,
Source; Colorado Employmant and Wages (ESZ02) and Cokaradd Business Economic Oullook Commities,
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COLORADO EDUCATIONAL SERVICES

EMPLOYMENT
1994-2004
(In Thousands)
Total Percaniaga
Yaar Educational Services Change
1994 15.8 B.0%
1995 17.0 T8
1996 18.2 7.1
15947 19.4 6.6
1598 20.4 5.2
1999 21.3 4.4
2000 227 6.5
2001 2a.7 4.4
2002 24.7 4.2
20037 25.5 3.2
2004" 26.7 a7
“Eslimaied.
PFamecast

Sounce Coloradd Depanmeant of Labor and Emglosment and
Calarado Business Economiz Chllock Gammitips

A factor that may impact revenue for certain
institutions is “boutique hospitals.” Boutique, or
specialty, hospitals are popping up statewide and
concentrating their services on one or two particu-
lar procedures that are quite profitable because of
the quantity and scale of services. As full service,
general hospitals lose out on these profitable pro-
cedures, they no longer have the ability to use the
profit from particular lucrative procedures to offset
the care for which they receive inadequate compen-
sation. This situation will further limit community
hospitals’ ability to be financially viable.

continued on page 56
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Organizations that are able to adapt and use newer
information technologies to streamline their
processes will begin to realize economic efficiencies
over their competitors. The costs associated with
updating the health-care information infrastruc-
ture are significant, but will pay for themselves over
time. The initial start-up funding remains the diffi-
culty. Health care will continue to build itself as an
industry that depends on information from the use
of electronic medical records and telemedicine,
linking physicians and patients across the state.
Capitalizing on technologies such as telemedicine

will allow rural communities to benefit from
advances in medicine that are often initially limited
to urban centers.

The health-care industry hopes to benefit from
efforts to educate consumers about the true costs
of health-care procedures. Many interests claim
that consumers have too long been insulated from
the actual costs of visits, procedures, and medi-
cines. With the newfound interest in consumer-
driven health care (models that transfer more
responsibility and cost to patients), it is fair to be
cautiously optimistic that individuals will become

HEALTH-CARE SERVICES EMPLOYMENT
1994-2004
(In Thousands)

Ambulatory Mursing Social Percentage

Year Care Hospitals Care Assistance Total® Change
1504 508 33.0 26.3 224 141.6 4 6%
19465 Ge.5 34,6 277 237 148.4 4.5
15996 G468 3519 28,8 235 183.0 3.1
19487 65.6 342 29 8 242 1658.8 3.8
1998 B6.1 41,2 30.0 25.3 162.6 24
19895 561 424 308 266 165.6 1.8
2000 68.4 426 31.5 276 1701 2.7
2001 1.0 d4 4 326 281 1772 4.2
2002 74.6 45.56 33.9 301 184.0 3.8
2003" 753 46,6 34.6 1.0 187.5 1.9
2004° 776 48.8 35.9 321 194 .4 a7

"Duie |o rounding, he sum of the individusl Bems may nal egual the iotal

*Extimadad.

“Faracast

Saurce: Colorado Daparimant of Labar and Employmant and Colomda Business Economic OuSiack Commities
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more thoughtful and particular before using
health-care services. Ideally, such a model will limit
unnecessary trips to the doctor, but others have
argued these increased costs pushed onto con-
sumers may result in a decision to forego needed
medical treatment, which can ultimately mean
greater costs to the health-care system down the
road. In addition to cost information, all health
plans can be expected to provide greater access
to quality metrics, outcomes of care, and oppor-
tunities for patients to share in decisions with
their physicians.

Colorado has some true opportunities for growth
in the health-care arena with the continued expan-
sions at the Fitzsimons campus. The campus has
been designed to allow for industry growth and
collaboration and is actively recruiting new organi-
zations. One Pfizer has announced it will bring a
new regional center to Colorado in the summer

of 2004, and many hope that this major national
presence will encourage additional movement
from smaller, yet significant, players to contribute
to the Colorado economy. With the presence and
support of the University of Colorado educational
system, this industrial project is expected to attract
both skilled and highly educated laborers.

HeALTH-CARE EMPLOYMENT

Between 1993 and 2002, Colorado population
increased at a CAGR of 2.5%. Growth in health-
care employment increased at a CAGR of 3.5%,
with ambulatory health care increasing at a CAGR
of 3.1% and hospital employment growing at a rate
of 4.1%. The smaller subsectors also enjoyed growth



greater than that of the state population as nursing
care employment increased by a CAGR of 2.9%
and social assistance employment grew by 4.0%.

In 2003, health-care employment will increase by
1.9%, or 3,400 jobs. Seven hundred jobs will be
added in ambulatory care and 1,100 jobs added in
hospitals. Nursing care employment is expected to
finish 2003 up 700 jobs, while social assistance will
increase by 900 employees.

Growth is expected to continue at a much faster
rate, 3.7%, in 2004, with an increase of 6,900 jobs.

The supply of physicians, dentists, and other
trained employees in the ambulatory health-care
subsector will not be able to meet demand, and
employment will rise 3.1%, or 2,300 employees.
With the addition of several new hospitals, em-
ployment in the hospital subsector will increase
by 2,200 jobs. While this subsector faces the same
supply and demand issues that the ambulatory
subsector confronts, growth will occur as a result
of increases in hospital support staff. Gains in the
nursing care subsector will also be constrained by
the supply of trained employees; however, the

2004 Colorado Business Economic Outlook

subsector is expected to grow by 3.7%, or 1,300
jobs. Within the nursing home and assisted living
industry, construction of new facilities is expected
to be flat. However, occupancy rates remain very
high, in the 95.0% range. In the past few months,
staff vacancy rates have improved from 18.0% to
15.0%. Finally, social assistance employment will
rise by 1,000 jobs. While there is a definite need for
the services provided in this subsector, it is felt that
the recent downturn has reduced the resources
available to these organizations. []

COLORADO EDUCATION AND HEALTH-CARE SERVICES EMPLOYMENT

1994-2004
(In Thousands)
Educaton Health-Cara Percentage Pearcentage
Year  Services Services Total” Changa Change
1064 15.8 1416 157 .4 4.7% 12.807.0 3.1%
1945 17.0 148.4 165.4 5.1 13.289.0 R
1096 182 153.0 171.2 35 13,683.0 a0
10947 19.4 158 .8 178.2 4.1 14,0870 3.0
1998 204 162.6 183.0 2.7 14.446.0 2.5
1999 21.3 165.6 186.9 2.1 14,788.0 2.4
2000 227 170.1 192.8 3.2 15,100.0 2.1
2001 23.7 1772 200.9 4.2 15.645.0 3.5
2002 247 184.0 208.7 3.9 16,184.0 34
2003" 25.5 187.5 213.0 2.1 16.527.7 2.1
2004° 26.7 194 4 221.1 38 16,840.0 2.5

"Dius o rownding, the swm of the indiidual iems may nat egual e otal,

YEstimated.
“Forecast

Sounca; Laokraco Department of Labor and Empioymant and Colorado Busingss Economis Culiook Commilies.
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Leisure and Hospitality

This NAICS sector includes: Performing arts, spectator
sports, and related industries; museums, historical sites,
and similar institutions; amusement, gambling, and
recreation industries; accommodation; and food services
and drinking places.

etween 1993 and 2002, employment in the

Leisure and Hospitality Supersector increased
at a compound annual growth rate (CAGR) of
2.9%. Food Services was the fastest growing area,
increasing at a CAGR of 3.3%. Arts, Entertainment,
and Recreation grew at a CAGR of 3.1%, and
Accommodation increased at a CAGR of 1.5%.

In 2003, total employment in Leisure and
Hospitality will decrease by 1.2%, or 3,000 jobs.
Job increases of 1,800 in Accommodations and 400
in Arts, Entertainment, and Recreation will be off-
set by the 5,200 jobs lost in Food Services.

In 2004, the Leisure and Hospitality Supersector is
expected to bounce back, with employment growth
of 3.4%, or 8,200 jobs. The Food Services area is
expected to post the largest job gains, roughly
5,000. In addition, both Accommodation and Arts,
Entertainment, and Recreation are forecasted to
grow by 1,600 jobs.

Data presented at the Travel Industry Association
of America’s (TIA) Travel Marketing Outlook
Forum in Austin, Texas, in late October 2003 indi-
cate that the travel outlook for 2004 is cautiously
optimistic. After several years of little travel volume
growth, combined with significantly lower travel
spending, it appears that things are improving.
According to TIA’s annual travel forecast, overall
traveler spending by domestic and international
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visitors is predicted to increase 4.4% in 2004, up
from $544 billion in 2003. However, it will not be
until 2005 that the level of spending (forecast to
reach $594 billion) will surpass the record set

in 2000.

Domestic leisure travel has slowly but steadily
increased over the years, despite the aftermath of
September 11, the lagging economy, the war in
Iraq, and severe acute respiratory syndrome
(SARS). TIA is forecasting U.S. leisure travel to
grow 3.2% in 2004, up from a 2.8% gain in 2003.

Domestic leisure travel is predicted to increase
again in 2005 by approximately 2.0%. Leisure travel
has been and will continue to be the one bright
spot in the travel picture. Last-minute planning
and booking will remain the norm.

Two of the hardest hit segments of the travel indus-
try, domestic business travel and international
inbound travel to the United States, will once again
see year-over-year declines in 2003 of 3.7% and
4.0%, respectively. However, the outlooks for both
segments are more positive for 2004 and 2005.

LEISURE AND HOSPITALITY EMPLOYMENT
1994-2004
(In Thousands)

Arfs, Tatal Tota Leisura
Entertaimment, Accommodations and

Yoar and Recrealion  Accommaodations Food Service  and Food Service” Hospitaliny®
1504 341 5.8 1328 168.6 202.8
1995 35.4 ar.8 142.0 179.8 215.2
1996 36.0 a38.3 145.5 184.2 2201
1887 37.6 J48.5 148.6 185.1 226,86
1998 J8.5 401 162.5 182.6 231.0
19899 404 41.1 1671 1898.2 238.5
2000 42 5 416 161.9 203.5 248.0
2001 421 404 1648 2052 2472
2002 41.8 294 166.2 2056 247 .4
2003° 42 2 412 161.0 2021 2dd 4
2004° 438 42 8 166.0 208.8 2526

s b rounding, the sum of the individual items may nod equal the iotal.

PEstimated

‘Foracasl.

Sourca: Colomdo Department of Labar and Employment and Colorado Business Economic Outiock Commitine.



For the first time since 1999, the number of busi-
ness trips U.S. residents will take in 2004 is expected
to rise, to 122 million trips. This is a 4.2% increase
over 2003. In 2005, business travel is anticipated to
increase 3.5%, to nearly 127 million trips.

After falling steadily for three years, international
inbound arrivals to the United States are forecasted
to increase 5.0% annually in both 2004 and 2005.
This translates to more than 42 million interna-
tional arrivals in 2004 and over 44 million the fol-
lowing year. These numbers, however, are well
below the high of 51 million arrivals recorded in
2000. International traveler spending in the United
States is anticipated to rise 5.5% in 2004, to more
than $69 billion. Another increase—8.0%—is

expected in 2005, to $75 billion. Once again, these
spending levels are well below the $82 billion spent
by international travelers in 2000.

National trends in consumer travel behavior show
greater interest in highway travel, in-state travel,
and short getaways (three or fewer nights). Visiting
small towns and rural areas, reconnecting with the
important things and people in one’s life, and
economizing are also trends. Less interest has been
shown in travel outside the United States, air travel,
visits to places that draw large crowds, and travel to
major cities.

Colorado’s tourism economy has reflected these
trends and will continue to mirror them in the
future. Overall, we anticipate that Colorado’s travel,

MEETINGS AND CONVENTIONS BOOKED BY THE
DENVER METRO CONVENTION VISITORS BUREAU

1998-2004

Spandsng

Room Generaled

Yaar Atendance Hignts {Im MilBons)
19408 284 284 J86,3188 538485
1595 245 452 aro.orz 3201
2000 241 830 342 901 J30.3
2001 218,956 336,058 2881
2002 218938 429 196 288.7
2003° 197,930 396,698 2560
004" 206,580 350,686 2742

'Papresanis mealings on the bocks as al 101 303, pravicus

years are actual ligures.

*Estimaia hased upon curent bockings

Sourne: Dernver Metm Comeantion and Visors Burnau and Colorada

Businass Economic Culloak Commilbas
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tourism, outdoor recreation, leisure, and hospital-
ity economy will grow by 4.0% in 2004, with
slower growth during the first half of the year.
Stronger growth will occur in the second half. The
following paragraphs provide specific forecasts for
Colorado by subsectors.

Business and Convention Travel

The future outlook for meetings and conventions
in Denver and Colorado is very promising. The
Colorado Convention Center Expansion will be
completed in December 2004. The following year
the 1,100-room Hyatt Convention Center Hotel
will open. Future convention bookings for Denver
are double compared to past bookings in the origi-
nal center. However, the increase in meetings and
citywide conventions bookings in 2004 will be only
in the 2.0 to 3.0% range. Construction at the con-
vention center will continue to be a limiting factor
throughout the year. There are 26 national and
regional conventions scheduled for Denver in 2004.
Business travel and corporate meetings are expected
to increase 4.5% in 2004 as the economy rebounds.
Increased business travel, combined with a solid
convention year, will allow downtown Denver hotels
to increase occupancy and the average daily rate.

The expansion of low-cost airlines serving Denver
International Airport (DIA) will cause the number
of air passengers to grow 6.0% in 2004 in both
business and leisure travel. The growth will be
primarily guaranteed by Frontier Airlines’ and
United’s new low-cost carrier Ted.

continued on page 60
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The future for meetings and convention business
in Colorado is very bright. New or expanded meet-
ing facilities planned for Vail, the Broadmoor in
Colorado Springs, and Pueblo, along with the
recent expansion of the Keystone Conference
Center, will offer more opportunities for groups to
meet in Colorado.

Accommodations

With strong dependence on fly-in traffic, Colorado
accommodations lagged national data by 0.3 occu-
pancy points in 2001 and 1.5 occupancy points in
2002. Year-to-date data for 2003 indicate the state is
lagging 2002 by 1.9 points, leading to a year-end
occupancy projection of approximately 56.0%.

On the positive side, data since July have stabilized

SUMMARY OF OCCUPANCY AND AVERAGE
DAILY ROOM RATES

1997-2003
Cooupancy Avarsge
Year Percentage Room Rate
1997 67 0% $93.64
19468 65.1 B5.02
1999 B3.0 0578
20400 G54.0 o841
2001 5894 05 45
2002 576 05 62
2002 ¥TD Sepi. &0.7 85497
2003 YTD Sept SBB 9511

Source: Rocky Mowntain Lodgng Seport and
Cakarada Business Econames Culkock Commilles.

compared to the same months in 2002, indicating
that the worst of the lodging recession may be past.

While average rates have been well managed, and
have actually increased on a year-to-date basis,
declining occupancies will result in falling hotel
revenues for the fourth consecutive year. Although
the historic numbers are discouraging, stabilization
of rates and occupancies since summer and the
tendency of Colorado’s lodging industry to trail the
nation both entering and exiting a recession, lead
us to believe that better times may be ahead for the
state’s lodging industry.

Colorado Restaurant Industry Outlook

Amidst a backdrop of economic and population
growth, Colorado is expected to rank fourth in the
nation in terms of restaurant sales growth in 2004.
Colorado’s restaurants are projected to register
sales of more than $7 billion in 2004—a robust
6.1% increase over the 2003 level. The $7 billion in
sales will generate nearly $400 million in state and
local taxes, while employing 166,000 workers in
9,500 restaurant establishments.

A popular perception is that the restaurant indus-
try is a collection of low-wage jobs, with a nominal
impact on a state’s economy other than providing
students with a part-time job in the summer or
during school. However, a look inside the numbers
reveals a completely different story. The restaurant
industry is not only an important source of job and
tax revenue in the state; it is important to the suc-
cess of many other industries in Colorado.

Within Colorado, every dollar spent in restaurants
generates an additional $1.16 in sales for other
industries in the state, according to the U.S.
Department of Commerce. This encompasses a
wide variety of industries, including agriculture,
construction, manufacturing, transportation, real
estate, financial services, and wholesale trade. In
fact, essentially any industry that is associated with
the operation of a restaurant enjoys increases in
sales when the restaurant industry grows.

The restaurant and food-service industry is the
largest private sector employer in Colorado.
According to the National Restaurant Association,
the Colorado restaurant and food-service industry
employed 214,700 individuals in 2002. This repre-
sents nearly 10.0% of the total employment base in
Colorado. By 2012, Colorado’s restaurant industry
is projected to employ 259,500 individuals—an
increase of 20.9% (or 44,800 jobs) over the 2002
level. The 214,700 employment figure includes
employment in all eating and drinking place occu-
pations, plus employment in food-service positions
that are not located in eating and drinking places.

Outdoor Recreation

Much of the leisure travel to Colorado is based on
the state’s outdoor recreation attractions and parks.
Among the numerous outdoor recreation attrac-
tions available to Colorado tourists is a remarkable
diversity of national and state parks. The spectrum
of parks administered by the National Park Service
extends from premier national parks, such as
Rocky Mountain National Park and Mesa Verde
National Park, to historical sites such as Bent’s Old



Fort. In addition, the extensive state park system
offers high-quality recreation attractions and facili-
ties to both tourists and residents throughout the
state of Colorado.

In recent years outdoor recreation has been
impacted by local problems, as well as national
trends and a lack of international visitors. Drought
conditions, wildfires, and camping restrictions cre-
ated dramatic declines at many of the state’s parks
and outdoor recreation areas in 2002. As with other
sectors, 2003 saw some recovery, but visits are still
below previous peaks. It is estimated that both state
and national parks in Colorado will record
increased visitation in 2004. Visitation is expected
to increase 4.0 to 5.0% over 2003 levels. National

park visitation will rebound from recent declines,
and state park visits will continue their long-term
growth trend.

A variety of survey research used to produce the
2004 State Comprehensive Outdoor Recreation Plan
validates the premise that Colorado is an increas-
ingly attractive retirement location. Survey results
documented that Colorado’s population is aging,
that Colorado residents’ participation in outdoor
recreation activities far exceeds national averages,
and that retirees are seeking locations near federal
recreation lands. Thoughtful recognition of the
economic value of an older population should
result in several opportunities for the tourism
industry. Potential benefits of these consumer pref-
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erences are recreation users who have more leisure
time and more inclination to spend disposable
income on recreation attractions, consumers who
use facilities year-round, and persons who are
more inclined to support tax initiatives for local
infrastructure that enhance recreational opportu-
nities. Consistent voter support to fund open-space
and wildlife initiatives provide ample evidence of
this last benefit. Numerical impacts to be realized
from targeting this population group will be
increased visitation frequency, expansion of
tourism seasons, increased demand for bed-and-
breakfast and other small scale “weekend escape”
facilities, and revenues derived from both personal
consumption expenditures and tax revenues.

continued on page 62
COLORADO PARKS VISITS
1995-2004
(In Thousands)

Parks 1005 1096 1987 1958 1989 2000 2001 2002 2003 2004"
Banl's Od Fort NHS 3813 3rs 38.8 41,1 35.H 0.5 aa 288 30.5 31.7
Black Camyon of the Gunnison NP 2211 2001 2094 1935 200.1 191.5 i81.0 1737 169.4 176.2
Colorado M 249.0 HET 307 291.7 2871 5724 237 8 294.0 3125 325.0
Curscanti MRA 8931 10173 4567 9737 1,044 5 1,022.3 Bra.A 7327 G102 B35
Cinosaur MM, akso in Utah 496.5 4641 446 8 420.3 410.7 3978 3264 2941 2191 2278
Flarissant Fossil Beds MM 914 g91.3 BA.5 9.8 B1.5 821 Tar 62.5 66.5 5.1
Greal Sand Dunes MM 3237 304.3 0049 279.48 2B6.7 261.3 2775 234.8 2248 2734
Hovamwgep MM, also in UT 2r.ao 275 24.5 2a7 478 436 av4 0.9 12,6 131
Mesa Yerde NP G638 G174 BEr.T G04.6 G3n.T 4711 5134 206,4 443 4 4512
Rocky Mountain NP 2 B7H2 29234 20554 3.035.4 3,186.3 33800 313547 29885 Jor29 31958
Todal Visitors 10 Parks and Siles 5,882.1 &,007.1 549829 50434 6,227.2 B,452.8 5,703.4 5.252.5 5,200.0 5.408.0
"Estimaiad
"Foracas

Sowrue: Malonal Park Service and Golorado Business Ecoromc Oullook Comemnag
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The previously mentioned 2004 State Compre-
hensive Outdoor Recreation Plan should be must
reading for all tourism professionals as it presents

a vision for Colorado’s outdoor recreation future
and discusses the nexus of tourism and outdoor
recreation in Colorado. The full document can be
downloaded on-line at <www.parks.state.co.us>. A
limited number of CDs are available through the
Colorado State Parks office at 1313 Sherman Street,
Room 618, Denver, CO 80203, or 303-866-3437.

Downhill Skiing

Colorado continues to be the nation’s premier
winter ski destination, with 34,568 acres of skiing,
296 lifts, and 2,062 trails at 24 resorts. During the
2002-03 season Colorado ski resorts enjoyed good
snowfall and overcame the challenges of a lagging
economy, war in Iraq, safety concerns, and a trou-
bled airline industry to record 11.6 million skier
visits for a 4.3% increase over the 2001-02 season
and 198,958 visits above the five-year average.

On the basis of a recovering economy, season pass
sales, strong early reservations, a recovering inter-

national market, and a stronger Canadian dollar,
we estimate that skier visits will continue to grow
in the 2003-04 season. If Colorado has abundant
snowfall, a new record could be set.

As in the past several years, visitation will be driven
by the heavily discounted season passes sold by the
Front Range destination resorts, which means
spending levels will not be as high as when des-
tination skiers accounted for a larger market share
of visitors.

The 2003-04 ski season visitation level will be
helped by the huge expansion of terrain parks and

SKI LIFT TICKETS
1993-94 to 2003-04 COLORADO CASINOS
(In Millions) 1994-2004
Percentage Coldorado Cokrado Acjusted Gross Proceads (In Millions)

Saasan Lift Tickats Change Year Casings Opean Devices Black Hawk Cenfral Gty Cripple Creek Total

199304 12 0.5% 1884 60 11,410 $173.7 $69.7 $82.3 $325.7
1985 59 12, Tdd 185.9 945 4.0 334 .4

19494- 11.1 -0,

% ) oo ) 0 15_' 1996 54 12 851 2199 88.9 1027 4115
1995-06 114 2.5 1997 53 13,361 234.5 87.4 108.6 4308
1906-87 11.8 3.6 1998 49 13,376 2720 840 1132 4792
1587-08 12.0 1.7 189599 48 13,368 354.9 ¥a48 1226 551.3
15998-99 11.4 =5.0 2000 45 14 SEE 4338 645 1326 531.9
1999-00 10.9 44 2001 43 14,567 478.3 58.7 139.5 6775
2000-01 116 6.4 2002 43 15,575 fad.5 524 1422 7195
. 200at dd 15,576 8147 B149 1479 71895
=i e K “h 2004" 46 16,924 545.7 54.5 155.3 755.5
2002-03 116 4.3 : : ; s ]
2003-04" 11.8 1.7 *Esfmaind.

Sreracast.
“Frracasi Souroe: Colomda Division of Gaming and Colomda Business Economic Outlook Commities

Souwce: Colorado Ski Country USA and Colomdo Busingss
Ecomamic Chulkook CGomimitiess,
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other improvements at the ski resorts. The follow-
ing events will also help bolster ski visits:

* Men’s World Cup Downbhill and Super G Races at
Beaver Creek

* 13th Annual SAAB U.S. Extreme Freeskiing
Championships and the 10th Anniversary U.S.
Extreme Boarderfest at Crested Butte

+ ESPN Winter X Games VIII at Aspen/Snowmass
» U.S. Freeskiing Open at Vail

* Chevy Truck NorAm Superseries and 29th
Annual Wells Fargo Bank Cup at Winter Park

* 30th Annual Bud Light Cowboy Downbhill at
Steamboat

Gaming

Colorado’s casino gaming industry has enjoyed
dramatic growth in the past, registering double-
digit or healthy single-digit increases each year.
However, adjusted gross proceeds through
September 2003 show a sluggish pace, decreasing
3.3%, to $532.3 million. While 2003 performance is
expected to be flat, the casino industry will
rebound in 2004 and record a 5.0% increase.

Blackhawk, which dominates the casino market,
continues to grow. Cripple Creek is recording
slow growth, and Central City continues to lose
market share.
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DENVER INTERNATIONAL AIRPORT PASSENGERS

1997-2004
(In Millions)
Total |
Yaar Enplanements Deplanements Passengers’
1957 17.5 7.4 5.0
19348 168.4 184 J6.8
1959 19.0 15.0 38.0
2000 18.4 18.4 J&.8
2001 18.0 18.0 36,1
2002 17.8 7.8 45.7
2003" 18.5 18.5 37.0
2004° 19.6 19.6 39.2
Tua ba rounding. the sum of the ndividual itams may not equal tha ot
“Estimatad
“Foreszaal

Sounce: Danver Infernational Arpar and Calorado Busmess Economic

Luygopk Commities

Air Travel

The leisure and hospitality sector depends heavily
on air travel. For the first time since 9/11, there is
some encouraging news on the air outlook. Denver
passenger traffic surged 9.3% in September 2003
for the highest monthly gain since January 2003.
The improving economy and more competition
were the keys to passenger growth. A total of
2,960,096 travelers passed through DIA during
September compared with 2,709,400 in the same
month in 2002. The September figure brought the
total for the first three quarters of 2003 to
28,126,571, an increase of 3.7% over the first nine
months of 2002.

Other good news on the air front is that seven new
airlines began using DIA in the past two years.
United will launch its new low-cost carrier Ted,
with flights beginning February 12, 2004. In
November, Denver Mayor Hickenlooper
announced a settlement with United Airlines that
will provide Frontier with gates needed for expan-
sion. This will accommodate Frontier’s anticipated
growth over the next several years. []
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Government

This NAICS sector includes: executive, legislative, and
other general government support; justice, public order,
and safety activities; administration of human resource
programs; administration of environmental quality pro-
grams; administration of housing programs, urban plan-
ning, and community development; administration of
gconomic programs; space research and technology;
and national security and international affairs.

he Government Supersector includes federal

civilian, state, and local government employ-
ment in the state of Colorado. For the past five
years (1997 to 2002), this supersector has grown at
a compound annual growth rate (CAGR) of 2.6%.
In 2002, employment in the Government Super-
sector in Colorado increased 4.2%, which was con-
siderably higher than the national employment
increase of only 1.8%. Employment growth in the
supersector is projected to decrease by 1.2% in 2003.
In 2004, the forecast calls for growth to decline
slightly, falling by 0.5%. Employment in all subsec-
tors is expected to decrease in both 2003 and 2004.

Federal Government

Overall, the level of federal government employ-
ment has decreased slightly over the past five years,
declining by 0.5%. This trend was interrupted due to
the 2000 Census as federal government employment
increased by 1.3%, but then dropped to historic
lows the following year. The events of September 11
temporarily reversed the downward trend for 2002.
Federal government employment posted a 0.2%
increase in Colorado and 0.1% nationally with the
advent of the homeland security initiatives. Nation-
ally, federal government employment is expected to
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post similar gains in 2003, while in Colorado the
forecast is for a 0.6% decline, or 300 jobs.

Because of the war in Iraq, federal government
expenditures are growing very rapidly. Federal
defense expenditures are forecast to increase almost
10.0% this year and will rise another 5.0% in 2004.
Federal spending related to nondefense projects
will also climb in 2003 and 2004 but at about half
the rate posted for defense expenditures. Although
defense spending will not have a huge impact on
the Colorado economy, the regional impact of this

spending will help maintain federal government
employment levels. Federal employment will post
only minimal losses due to an employment freeze
in the first half of 2003 and retirees not being
replaced. National U.S. Postal Service employment
will fall by almost 4.0% in 2003, but in Colorado
employment is expected to remain steady due to
the continuation of population expansions in the
surrounding areas of metro Denver and the rural
areas. In 2004, the Federal Sector is expected to
drop by 0.8%, or 500 jobs.

GOVERNMENT EMPLOYMENT IN COLORADO
1994-2004
(In Thousands)

Total State Faderal Total
Year State Local and Local® Civilian® Clviltan®
1004 71.3 160.0 240.2 50,1 200.3
15495 72.0 174.7 246.7 56.9 303.7
1996 72.6 1811 2537 55.0 308.7
1997 745 186.8 2613 543 3156
1908 75.9 191.9 267T.H 54.5 223
1999 77.1 197.1 2742 54.1 328.4
2000 TBE 203.8 2822 54.8 3370
2001 B0 211.2 2012 52.9 3441
2002 §1.9 2238 305.7 53.0 a58.7
2003° 80.4 2213 301.7 52.7 a64.4
2004° 80.0 220.5 300.5 522 352.7

‘Dus to rounding, Te sum of the iems may nol equal the el

includes postal warkers
“Esfimaled.
“Forecast,

Souroe: Bureau of Labor Statistics, Colorado Departrnent of Labor and Employment, and Coforadio
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State Government

Over the last five years, state government employ-
ment has grown at a CAGR of 1.9%. In 2002, the
sector increased by 2.4%, significantly above the
subsector average. State education accounts for
approximately 61.0% of state government employ-
ment. This subsector posted a CAGR of 1.4% over
the past five years and showed an increase of 2.7%
in 2002. These trends for state government
employment will dramatically reverse in 2003 as
declines in state revenues cause state government
employment and state education to contract by
1.8% and 1.7%, respectively. The forecast calls for
state employment to remain virtually flat in 2004,
while state education falls by another 0.6%.

This decrease in state employment can be attrib-
uted, in part, to state employees taking advantage
of the relatively low rate for purchasing years to
add to their pension. Record numbers of state
employees have been buying years because the
price of purchasing them jumped in November
2003. This has led to a higher than average number
of retirees in 2002 and 2003. With record numbers
of state retirees and a voluntary hiring freeze in
place, many of the vacancies will remain open. This
process has also mitigated the need for layoffs in
some state departments. The attrition seen at the
state government level in 2003 is due in some
degree to salary freezes, along with increased
health-care costs passed along to employees. As the
state economy shows signs of life, some state staff
are jumping into the private sector.

The contraction in state government employment
will occur primarily because of the steep decline in
the state’s economy. The recent downturn has been
exacerbated by losses in the stock market, which
significantly reduced sales tax and capital gains
income tax receipts. Many of Colorado’s major
industries, from manufacturing to tourism, have
suffered in 2002 and 2003, and there is little
improvement expected in 2004. Other than the
Grand Junction area, tourism is off significantly
throughout the state due to several factors. There
were some signs of recovery in 2003, with growth
in airport traffic at Denver International Airport.
According to the Office of State Planning and
Budgeting, the state’s general fund budget has
decreased by 4.2% ($236 million) in state fiscal
year 2002-03, but will increase slightly by 2.2%
($122 million) in the following fiscal year. As an
example, collectively, the University of Colorado is
expected to lose $79 million in funding between
2003 and 2004. The cuts have already resulted in
the dissolution of academic programs and research
centers and almost 200 positions. The university is
expected to cut up to 300 more positions in 2004.

Local Government

Local government is comprised of municipalities,
counties, school districts, and special districts.
From 1997 through 2002 local government
employment increased by almost 20.0%, a CAGR
of 3.7%. During the same period, the annual aver-
age growth in local educational services, which
accounts for more than 51.0% of local government
employment, increased by a slightly slower rate of
3.2%. In 2002, local government grew by 6.0%,
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INDEX OF GOVERNMENT EMPLOYMENT

IN COLORADO
1994-2004
(Base Year: 1994=100)
Fedaral

Yaar State Local  Civilkan®
15404 100.0 10000 100.0
19495 101.0 103.4 Q6.3
15406 101.8 107.2 931
19497 104.5 110.8 291.8
1908 106.5 1136 a2z
1589 1081 116.7 a1.5
2000 1102 120.5 a7
2001 1122 125.0 885
200 1149 132.5 89,7
2003° 1128 131.0 ag.2
2004° 1122 1308 BR.3

Includes postal workérs.

"Extimatad

“Fraecask.

Sounse: Buraaud of Labor Slatstics, Colorada
Papanmen of Labar and Em-Fll\:l-th-“E!'lr and Colaracy
Businass Econaomic Oulloak Committes.

while local education posted a 5.1% gain. The 2003
estimate is for local government to fall by 1.1%, or
2,500 jobs, while the 2004 forecast calls for a 0.4%
decrease, or 800 jobs. The local education subsector
will experience similar rates of decline.

Nationally, reports indicate that since 1977 state per
capita funding on higher education has decreased
by 17.0%. As a percentage of the Colorado state

continued on page 66
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general fund, public higher education funding has
gone from 13.3% of the fund in state fiscal year
2001-2002 appropriations to 10.6% in 2003-2004.
In the same time period, Colorado resident student
full-time equivalent (FTE) has risen significantly,
from 123,383 to 135,392. Out-of-state FTE has
increased slightly, from 22,152 to 22,809. The num-
ber of Colorado high school graduates in Colorado
will continue to rise through 2006 and 2007, reach-
ing an all-time high estimated at 47,856.

The outlook for 2004 and 2005 is indicated by the
governor’s proposed budget, which will increase
state spending by 5.8% and provide a $16.3 million
hike in financial aid to help students attending state
institutions of higher education. The increase to
the state budget will assist higher education in
preparing for the expected increase in the Colorado
resident student population. The role higher edu-
cation plays in Colorado’s rural areas is substan-
tially bigger than in the metro regions. Rural
communities such as Durango, Alamosa, and
Gunnison will see a proportionately higher impact
from an increase in funding to higher education
because of the important role higher education
plays in these communities.
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In the metro area, local school districts are facing
budget concerns, partially due to a decrease in
enrollment. Boulder County closed more than
three schools this spring because the buildings did
not accommodate enough students to make opera-
tions worthwhile. Jefferson County is also strug-
gling with attracting enough student enrollments.
However, the Cherry Creek School District wants
to build four elementary schools and two middle
schools with the passing of a $14 million mill levy
increase. It has not been stated whether plans are
for 2004 or 2005. One question remains: What
effect will the voucher system have on local school
districts’ employment levels?

Many city budgets and bureaucracy have grown
over the last decade; however, they have not kept
pace with the population. Over the past few years,
local communities have been negatively impacted
by a number of factors. The continuing Colorado
drought, summer wildfires, and a decline in
tourism have all contributed to a weakening of
many local economies. The effects of the TABOR
amendment that limits the amount of revenues the
taxing authority can spend have restricted growth
in government spending. As a government’s rev-

enues decline (as a result of lower sales tax revenue,
for example), the amount of revenues that can be
spent in the following years are bound by a lower
spending level. Local government budgets were cut
in 2003, and will see no growth in 2004 due to the
economic slowdown and the lagging recovery. The
impact of this will lower government’s ability to
maintain revenues for years to come. That is to say,
the base from which allowable growth is calculated
according to the TABOR amendment has declined,
thereby reducing the government’s future spending
potential and ability to proactively rebound from
the poor economic state of today.

Local government across the state has curtailed
local services and capital projects in 2003, which
will continue into next year. Budget cutbacks have
required local governments to leave vacancies
unfilled and in some cases, eliminate positions. In
almost every municipality, a reduction in budget
finds cuts to the police force and a lack of salary
increases and bonuses for city employees. It will
take several years for these local economies to
rebound. []



International Trade

Prospects for Growth in 2004

he world economy is showing signs of recov-

ery, but the pace and strength of the recovery
is still unclear. After three lean years, the global
economy appears to be ready for growth, but it
may be uneven. The recent collapse of the World
Trade Organization (WTO) trade talks in Mexico
could foretell a slowdown.

The United States, under the impetus of extreme
pro-growth monetary and fiscal policies, seems to
be driving the world recovery, but the dual problem
of a trade deficit and a mounting budget deficit
could eventually cause trouble. Large trade and
payments imbalances can lead to exchange rate
volatility, ultimately resulting in a further significant
drop in the value of the U.S. dollar. The probable
depreciation of the U.S. dollar against other major
currencies is positive for U.S. manufacturers and
exporters, but negative for exporters in Europe,
Canada, and other industrial regions. Dollar depre-
ciation does nothing, however, to realign the trade
balance with China as long as the yuan is pegged to
the U.S. dollar. While the Chinese government will
probably endorse some moderate currency realign-
ment over the next year, it will do little to change
the shift in the economic landscape that now so
heavily favors China.

The U.S. trade deficit should continue to reach
near record levels through 2004, partly due to the
high cost of energy imports. An additional cause
for the trade imbalance is America’s increasing
demand for consumer and industrial goods manu-
factured primarily in Asia. Similarly, some services

that can be accessed electronically are being out-
sourced to other low-wage countries such as India.

Europe is still struggling to turn its economy
around, but should see modest growth in 2004.
The slow economy has reduced European profits
and negatively affected business confidence, mak-
ing firms cut capital spending and employment,
which will prolong Europe’s recovery. The stronger
euro in 2003 hurt European manufacturers, thereby
eliminating the hopes of an export-led recovery.

Growth remains weak in the Americas, with prob-
lems particularly critical in Argentina, Venezuela,
and Colombia. Throughout the region, borrowing
costs are still very high, fiscal imbalances in the
largest countries have not been structurally
reduced, and inflation remains problematic. Brazil
and Chile are the exceptions. Economic and fiscal
initiatives in Brazil and Chile have helped bolster
activity and boost investor confidence.

The severe acute respiratory syndrome (SARS) out-
break in 2003 took a toll on Asian economic activity.
The hardest hit economies were Hong Kong and
Singapore, both of which depend heavily on travel
and tourism. Emergency spending packages are
being implemented throughout the region to coun-
teract the slump in consumer spending. In contrast,
industrial activity and manufacturing remains
strong as Asian exporters continue to gain global
market share. China, which suffered the most casu-
alties from the SARS outbreak, has been the eco-
nomically least affected in the region. Its economy
has been growing rapidly, and is showing no signs of
slowing. Japan, too, was barely touched by the SARS
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VALUE OF COLORADO EXPORTS
FISCAL YEARS 1999-2004
(In Millions of Dollars)

Perceniage
Year Tolal Exports  Change
19319 55,5931.4 r'a
2000 6,5%3.0 11.2%
20N 6, 125.5 -7.1
2002 5521.7 -89
003" 57702 4.5
2004" 3,058.7 5.0
"Exlimabad

“Foretast.

Source: Massachusedts Insiduta for Social and
Economic Raseanch and Golomado Businass
Economic Ouliook Commitias

epidemic. Many positive growth indicators are com-
ing from Japan, such as increased capital spending
and rebounding investment; however, Japanese
banks continue to have problems with nonperform-
ing loans. This keeps many insolvent companies
alive, which acts as a drag on the economy.

Because of projected uneven growth in the global
economy and the instability of the U.S. dollar, the
International Trade Committee is guardedly opti-
mistic regarding Colorado’s export outlook for
2004. The committee is forecasting a 2003 year-end
increase of approximately 4.5%, which reflects an
improvement in exports in the last three months of
2003 compared to 2002. Additionally, the commit-
tee is forecasting 5.0% growth in exports from
Colorado in 2004.

continued on page 68
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Impact of Free Trade Agreements

Despite the collapse of the WTO trade talks in
September 2003, the U.S. government is aggres-
sively pursuing the opening of foreign markets for
U.S. goods and services by negotiating bilateral and
regional free trade agreements. In July Congress
approved free trade agreements with Singapore
and Chile, Colorado’s 7th and 35th largest export
markets, respectively. Other free trade agreements
that are targeted for completion by the end of 2003
are being negotiated with Australia, Morocco,
CAFTA (Costa Rica, El Salvador, Guatemala,
Honduras, and Nicaragua), and the South African
Customs Union (South Africa, Botswana, Lesotho,
Namibia, and Swaziland). The positive impact of
the North American Free Trade Agreement
(NAFTA) on the export of manufactured goods
and agricultural products from Colorado to
Mexico and Canada illustrates how these agree-
ments can create new opportunities for Colorado
businesses in the global marketplace.

Manufactured Exports

Colorado companies shipped $3.3 billion in
manufactured, agricultural, and mineral products
through July 2003, the most recent month available.
This figure was 3.0% higher than the $3.2 billion
shipped through July 2002, and continues a gradual
turn around in Colorado exports. At $5.5 billion,
annual 2002 Colorado exports finished 10.0%
below the 2001 levels.

MAJOR DESTINATIONS FOR COLORADO EXPORTS OF
MANUFACTURED GOODS, MINERALS, AND AGRICULTURAL PRODUCTS
(In Millions of Dollars)

Perceniage |

Country 2000 2001 2002 of Total
Eanaﬂa 1.077.A 1.148.1 14255 25.8%:
Mizsico 2.6 335.4 3703 6.7
Kaorea, Republic of J39.5 248.0 J20.4 2.8
Japan BS1.6 FL 368 7.9
Malaysia 201.4 22B.0 180.9 3.3
France 416.5 J39.6 2815 5.1
Singapore 3168.3 357.0 237.3 4.3
Lnited Kingdom a50.8 J85.9 288.2 8.2
Garmany 444.8 341.0 290.2 9.3
Metherlands J38.8 J12.5 208.0 3.8
China (Taiwan) 196.4 1525 200.4 3.6
Hong Kong 233.4 516 235.9 4.3
China {Mainlamd) 1646 168.5 1531 2.8
Australia 133.9 118.6 117.5 21
Philippines 78.3 78.7 778 1.4
All Other Countrias _bed B BE7.4 695.8 126
Todal All Counirias 6,593.0 6,125.5 5.521.7 100.0%
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MaJor ExporT MARKETS FOR CoLoRADO IN 2003

In 2003, the largest region for Colorado exports
was Asia, at $1.3 billion, up 9.0% compared to 2002
figures through July. Exports to Asia now make up
39.0% of all foreign sales. Exports to NAFTA part-
ners Canada and Mexico also continued to grow in
2003, increasing 5.0% from the previous period, to
$1.1 billion. These two countries form another

32.0% of Colorado’s foreign sales (data through
July). Exports to Europe, down 6.0% to $796 million
compared to July 2002, make up 24.0% of Colo-
rado’s total foreign sales. The remaining areas were
Australia and Oceania, and Latin America (without
Mexico), each forming another 2.0% of Colorado
exports, and the Middle East and Africa, together
forming 1.4% of the total (data through July).



The state’s largest export market through July con-
tinues to be Canada at $776 million, followed by
Mexico at $291 million and Korea at $249 million.
Japan’s continued persistent economic troubles, as
well as Japanese companies’ shift to manufacturing
in China and elsewhere in Asia, likely contributed
to its drop from Colorado’s second largest export
market to the number four position, at $242 mil-
lion. Rounding out Colorado’s top 10 markets were
Malaysia, France, Singapore, the United Kingdom,
Germany, and the Netherlands, in that order.

CoLorapo’s Top MANUFACTURED EXPORTS

Much of Colorado’s export growth in 2003 has
been due to the strong sales of electronic integrated
circuits and microassemblies. Colorado companies
sold more than $520 million in this category
through July. Export sales of these products have
been quite volatile during the past few years: down
36.0% from 2000-2001, up 2.0% from 2001-2002,
and up 38.0% over the same period last year. It is
once again the largest single category of Colorado
exports. The jump in the electronic integrated cir-
cuits category—45.0%—was particularly impor-
tant in Colorado’s sales to Asia, forming 35.0% of
all Colorado exports to the region. Asia is the domi-
nant foreign buyer for these products, with 89.0%
of all products in that category exported to the
region. The largest recipients are Korea and
Malaysia. Sales in Colorado’s second largest export
category, automatic data processing machines and
magnetic readers, totaled $474 million, down 4.0%
through July. The top destinations for these prod-
ucts are Canada, the Netherlands, Germany, Japan,
and the United Kingdom.

OutLook FRoM CoLORADO’S MANUFACTURERS

Each year the University of Colorado at Boulder’s
Leeds School of Business surveys manufacturers
throughout the state. Of the 400 surveys sent out
this year, 42 firms responded. While this is not a
large sample, the responses accurately reflect export-
ing trends. Of the respondents, 69.0% of them
actually export. Among the companies that export,
the largest markets were Europe and NAFTA coun-
tries, each with 31.0% of international sales (for the
NAFTA partners, Canada was at 18.0% and Mexico
at 13.0%). Asia was the next largest trading area,
accounting for 21.0% of export sales, with 4.0% of
these to Japan. Australia and Oceania was another
big region, with 11.0% of international sales. The
remaining 7.0% of exports were to Latin America
(excluding Mexico) at 3.0%, Africa/Middle East at
2.0%, and Russia and the Newly Independent States
(NIS) at 2.0%. Of the respondents, the average per-
centage of current total sales that were exported
was 20.0%. Firms estimate total global export sales
growth at 10.0% during the next 18 months.

Although Colorado’s two largest export partners
are the NAFTA countries, companies anticipate a
higher growth rate of international sales to Asia,
Europe, and Australia/Oceania at 16.0%, 12.0%,
and 10.0%, respectively. A growth rate of 5.0%

Much of Colorado’s export growth in
2003 has been due to the strong sales
of electronic integrated circuits and
microassemblies.
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for Canada and 4.0% for Mexico is predicted.
Projected sales growth for the remaining markets is
as follows: Latin America (Mexico excluded), 5.0%;
Africa/Middle East, 4.0%; and Russia/NIS, 2.0%.
There is not a single foreign market where compa-
nies think sales growth will decline.

Colorado’s Agricultural Export Trends

Colorado’s agricultural exports reached $933.3
million in 2002, representing a 1.6% gain over 2001.
This increase in exports has continued in 2003,
with an additional growth through July 2003 of
1.2% and projected year-end exports of $944.1 mil-
lion. The U.S. Department of Agriculture (USDA)
forecast for 2004 indicates continuing strength in
the export markets that should provide an addi-
tional 6.2% growth leading to $1 billion in sales.

Colorado’s top agricultural exports are beef and
meat products, representing more than 39.0% of

continued on page 70

COLORADO’S TOP
AGRICULTURAL EXPORT MARKETS
(Value in U.S. Millions)

2000 2001 2002
Mexico $ 78.7 $2029 $237.7
Japan 203.0 166.8 119.2
Canada 131.9 113.2 102.7
Korea 86.7 88.6 100.7
Taiwan 75.4 77.5 79.4
China/HKong 46.6 63.9 63.8
Europe 21.8 19.6 21.0
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AGRICULTURAL EXPORTS FROM THE STATE OF COLORADO

FISCAL YEARS 2000-2004
(In Millions of Dollars)

Cammodily 2000 2001 2002 20037 2004"

eal and Meat Products 23419 w3805 G0 1 S350.8 LATER

Hides and Furs 137.5 1686 1681 168.1 1712

Courss Grains/Feed/Fodder 135.6 1247 129.5 1358 141.8

Wheat, Flour, and Products 188.49 134.8 160.3 169.2 195.3

Fruils and Yegatables 10,7 0.2 0.8 112 11.1

Misc. Processed Foods 206 367 28.7 38 1.8

Misc. Ag. Products 13.1 12.8 10.3 108 111

Sugar, Confections, and Baverages 10.5 10.5 10.0 104 10.7

Diairy 12.2 7.6 16.1 14.4 16.7T

Animal Fats/Dils 26,9 20.8 315 a5 _30.6

Total” 59001 50182 29333 5044 1 51,0033
“Eatimated
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Sourca; LS Deparimant of Agricullsrs ERS, ERS Formacas!, and Colorado Business Economic Dullool Comemilias

all exports. Other livestock based exports, including
hides and animal fats, represent an additional 18.0%
of exports. Wheat is the next largest export sector,
at 17.0%. The majority of all harvested wheat is
exported each year. The remaining top agricultural
exports are shown on the chart on this page.

The depreciation of the U.S. dollar against foreign
currencies, equaling almost 9.0% on a trade-
weighted basis, makes U.S. agricultural exports
more competitive in the world market. This should
continue to positively impact exports into 2004.

The top seven international markets for Colorado
agricultural products represent $727.4 million,
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or 78.0% of all sales. Colorado’s largest export
markets have shifted in the past three years, with
the Japanese market impacted by lackluster growth
in gross domestic product and food safety issues
that have specifically affected Colorado’s export of
beef. Beef exports have experienced a 41.0% mar-
ket retraction in three years. On the positive side,
the Japanese economy is projected to register a
1.0% growth in 2003, and in the first eight months
of this year, Japan’s meat imports have grown more
than 40.0%. Mexico has surpassed Japan to become
the largest agricultural export market for Colorado,
with over 200.0% growth in the past three years.

Beef and livestock is Colorado’s largest agricultural
export segment. Japan remains the largest export
market for beef; however, it has experienced nega-
tive market pressure from the country’s use of
safeguard measures against imported beef and
pork. Rising U.S. market prices, combined with
Japan’s increased tariffs on beef and pork, will con-
tinue to impact export sales. In Mexico, the market
has also been led by beef, this time representing
one of the fastest growing sectors for market
growth. The USDA is forecasting increased exports
in this segment in 2004 for both value and volume
of exported beef.



Colorado’s wheat industry has started to recover
from the lowest wheat harvest in 30 years, and
people from this industry are developing produc-
tion in a new class of wheat (hard white winter
wheat). This product has strong global markets,
and Colorado is now the second largest state in
production of this wheat class.

The state’s agricultural industry will continue to
be linked to the export market. The 2004 market
outlook for key Colorado commodities is a strong
global demand for Colorado’s agricultural prod-
ucts, leading to record export growth in 2004.

International Education

For academic year 2001-02 the number of interna-
tional students attending colleges and universities
in the United States increased, bringing the total to
a record high of 582,996, according to the Open
Door 2002 Annual Report by the Institute for
International Education (IIE). This was a 6.4%
increase over the previous school year of 2000-01.

The enrollment of international students at
Colorado colleges and universities rose slightly for
the 2001-02 academic year, according to figures
from the IIE’s Annual Census of Foreign Students.
Statewide enrollment was 6,692 students, compared
to 6,442 for 2000-01, indicating a 3.9% increase.

The tuition and fees for these students during the
2001-02 school year were $85.9 million and living
expenses were $116.6 million. Using these figures,
less the U.S. support for these students, interna-
tional students’ total contribution to the state was
$144.2 million.

International student enrollment for individual
institutions in Colorado varies. Some schools are
up slightly, others are down, while some remain the
same. Fortunately, increased enrollment at some
schools offset small decreases at other schools.

A new preliminary study for 2002-03 shows that
the number of foreign students attending U.S.
colleges increased by less than 1.0%. Tightened visa
procedures enacted after the 2001 terrorist attacks,
which have delayed the entry of many foreigners
into the United States, appear to have contributed
to the lower growth rate. The committee believes
that this sector will continue to grow in 2004, but
at a slower pace.

STATISTICS ON INTERNATIONAL EDUCATIONAL EXCHANGE
IN COLORADO

From the Institute of International Education’s
Open Doors Report 2002, statistics indicate that the
top field of study of foreign students in Colorado is
business and management (18.8%), followed by
math and computer science (16.4%) and engineer-
ing (15.3%). Japan is the leading country of origin
for foreign students in the state, with 628 students,
or 9.4% of the total. Students from the Republic of
Korea total 585 (8.7%), and India supplies 567 stu-
dents (8.5%). Additional statistics are available at
[IE’s web site <http://opendoors.iienetwork.org/>.

The new forecast for 2003 shows that
40.1 million travelers will visit the United
States. This is down 4.0% from 2002.
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International Travel and Tourism

The Office of Travel and Tourism Industries
(OTTI) issued a revised forecast for international
arrivals to the United States. The forecast indicates
that for the third straight year, the United States
will see a decline in arrivals. Total international
arrivals to the country peaked in 2000, at 50.9 mil-
lion visitors. In 2001 and 2002 total international
travel to the country declined, to 44.9 million and
41.9 million, respectively. The new forecast for
2003 shows that 40.1 million travelers will visit the
United States. This is down 4.0% from 2002. The
declines in 2001 and 2002 have been greater for the
United States than for other countries. According
to the new data released from the World Tourism
Organization, the United States’ market share for
total international arrivals worldwide has slipped
to 6.0%. This is down dramatically since the 1992
peak U.S. market share of 9.4%.

While 2003 will register a declining number of
visitors to the country, the forecast for the next
few years indicates that arrivals will see an average
annual 5.0% growth rate for 2004 to 2006, slowing
slightly to a 4.0% growth rate in 2007. The fastest
growth in arrivals between 2002 and 2007 among
the 30-plus forecasted countries are India, up
49.0%; Austria, up 45.0%; Denmark, up 35.0%;
and United Kingdom, up 33.0%. There are numer-
ous shifts in the top markets that generate visitors
to this country. The growth rates will vary each
year as certain markets recover more quickly

than others.

continued on page 72
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continued from page 71

For both the City of Denver and the state of
Colorado, arrivals from Western Europeans
decreased from 2001 to 2002. For 2002 Colorado
ranked 12th in Western European arrivals and
received a total of 198,000 visitors, while the City
of Denver ranked 21st among the cities surveyed
and recorded 107,000 visitors. In 2001 Colorado
had 228,000 visitors, and the City of Denver had
128,000 visitors. The Rocky Mountain Region
(which includes Colorado) received 1,006,000 visi-
tors in 2002 and 1,020,000 in 2001.
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From the Asian market, Colorado actually received
more visitors in 2002 than in 2001 (97,000 and
88,000, respectively). Data were not available for
the City of Denver for 2001, but in 2002, it received
85,000 visitors. The Rocky Mountain Region
received 637,000 visitors in 2002 and 859,000

in 2001.

For the Australia and Oceania market, Colorado
ranked seventh, with about 31,000 visitors. No
other information is available for Colorado or
the City of Denver. The Rocky Mountain Region
recorded 111,000 visitors in 2002 and 148,000
visitors in 2001.

From the South American market, only data for
the Rocky Mountain Region were available. In
2002, it received 89,000 visitors, compared to
162,000 in 2001.

Key countries for Colorado growth will be the
traditional ones, such as Canada, Mexico, the
United Kingdom, and other Western European
countries. With a continuing and strong interna-
tional marketing program throughout the state,
international tourism should grow modestly along
with national growth. [J



Summary

or the first time since 1939, when the Bureau of

Labor Statistics first began tracking employ-
ment data, Colorado employment showed negative
job growth for two consecutive years, in 2002 and
2003. This was only the second time that the
United States has shown negative job growth in
back-to-back years during this period.

The general consensus of the 81 outlook commit-
tee members is the Colorado will return to positive
job growth in 2004, showing an increase of 32,300
jobs, or 1.5% job growth. During the 1990s, the
Colorado economy relied on telecommunications,
manufacturing, construction, and tourism to drive
growth. Increased employment in these areas
brought strong growth in retail sales, business
services, and local government. While all super-
sectors of the state economy are expected to show
improvement over 2003, growth will occur in pro-
fessional and business services, leisure and hospi-
tality (tourism), health care, and retail trade.

The growth rate for Colorado population will con-
tinue to outpace that of the United States. The state
is expected to grow at a rate of 1.3% compared to
1.0% for the country. The state growth rate has sub-
stantially slowed over previous years as decreasing
in-migration has dropped from an average of 72,800
people per year from 1993 to 2001 to 36,700 people
in 2002, 16,500 in 2003, and 18,800 in 2004. The
recent recession is much different from the recession
during the 1980s when Colorado showed negative
net migration for the five years from 1986 to 1990.

Since 1950, the state has experienced negative job
growth only four times. During this same period

continued on page 74
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NEW JOBS CREATED
IN NONAGRICULTURAL WAGE AND SALARY EMPLOYMENT SECTORS
Annual Change
Industry 1994-02 average  2003" 2004"
Matural Resources and Mining -100 800 200
Construction 8,156 -8,300 -4, 700
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SFarecast.
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the U.S. economy showed negative job growth on
eight occasions. In 1954 Colorado’s decrease of 1.3%
was followed by a 5.0% increase in employment.
The more shallow decrease of 0.7% in 1986 was
followed by a gain of 0.3% in 1987. In November
2002 we were optimistic that the economy would
rebound quickly; however, the 1.9% decrease
incurred in 2002 proved to be too much of a hole
to dig out of given the weak national recovery. The
year 2003 will go on record as a second consecutive
year of job loss, albeit at a much smaller rate. A
1.5% employment increase is expected in 2004.

On the down side, the traditional goods-producing
supersectors are expected to shed 5,000 jobs in 2004.
About 4,700 jobs will be lost in Construction and
1,100 jobs will be lost in Manufacturing. The Natural
Resources and Mining Supersector will be the only
goods-producing sector to add jobs, approximately
800, in 2004.

Growth in state employment during 2004 will be
led by the service-producing supersectors, which
are expected to add about 39,000 jobs. This is a
dramatic turnaround from 2003 when these sec-
tors combined lost 12,000 jobs. The Government
Supersector is the only service-producing supersec-
tor expected to show a decrease in 2004, with a loss
of 1,700 jobs.

Even though the Colorado economy does not
directly track the national economy, its growth
depends on strong national and international
economies. As we look forward, committee members
believe the events listed below are key to the future
growth and prosperity of Colorado’s economy.
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NATIONAL AND INTERNATIONAL

* Increased business investment, along will stable
consumption growth, will be the critical drivers
in 2004.

* The situation in the Middle Fast and the con-
stant threat of terrorism will create a level of
uncertainty among consumers and businesses.

* Improving global markets will positively impact
manufacturing and agriculture-based companies
that have international sales. International
tourism visits should also increase.

« Historically, the stock market performs at a
higher than average level during presidential
election years. The rally that began in November
2002 and has been more pronounced in 2003
will continue into 2004.

« Interest rates are likely to show modest increases
in 2004. However, they will continue to remain
low from a historical perspective.

COLORADO

* Both state officials and local government com-
munities will continue to investigate the merits
of de-Brucing as the restrictions of the TABOR
amendment have kept them from providing nec-
essary services.

» State tax revenues are expected to improve;
however, the state legislature will continue to
face difficult fiscal decisions and will operate
in a defensive mode unless, and until, tax
reform occurs.

* Higher education, a major driver of the state’s
economy, will have to rely more heavily on exter-
nal sources to maintain or improve the quality
of education.

While the effects of the 2002 drought receded in
the Denver metro area during 2003, they contin-
ued to negatively impact many agriculture-based
economies in the southern and southwestern
parts of the state. Many ranchers were forced to
sell their breeding stock because of the drought
of 2002 and rebuilding herds has been difficult.

Retail trade sales are expected to grow at a rate
greater than the state CPI-U. However, reduced
net migration and increased competition as a
result of a saturated retail sales market will pre-
vent strong growth in retail sales. State sales may
be negatively impacted by e-commerce sales,
which will continue to increase as consumers
become more confident with shopping over

the Internet.

Reduced net migration, an overbuilt multi-
family housing market, and excess office and
commercial capacity will constrain construc-
tion employment.

The construction of new homes in the lower-
end markets and the oversupply of multifamily
units will continue to reduce pressure for afford-
able housing.

Firms will benefit from loosening labor markets;
they can be selective about finding replacement
employees and hiring new employees when busi-
ness improves. [



From Around the State: La Plata County

istorically, the La Plata County economy has

been driven by tourism. The base industry
studies conducted by the Department of Local
Affairs show that about 34.0% of the county’s basic
jobs are tourism related. Approximately 20.0% of
basic jobs are related to resorts and 5.0% are related
to second homes. While tourism remains an
important part of the local economy, it has been
declining since 1992. The proposed construction at
Durango Mountain Resort will strengthen La Plata
County’s tourism industry in the years ahead.

The Econometer, a newsletter of economic indica-
tors published by Vernon Lynch, the director of the
Office of Economic Analysis and Business Research
at Fort Lewis College, reports that during the sec-
ond quarter of 2003 La Plata County most sectors

showed an improvement compared to the same
period last year. The Econometer index, used to
track the local economy, increased by 3.8% com-
pared to the second quarter of 2002. The con-
struction and energy sectors led the expansion.
On a year-to-year basis, most sectors of the local
economy, including energy prices, construction,
bank deposits, calf prices, real estate prices, indus-
trial activity, employment, population, and retail

sales, expanded during the second quarter of 2003.

This growth in the economy is expected to con-
tinue in 2004.

The La Plata County economy is highly seasonal,
which means that some sectors of the local econ-
omy change significantly during the course of the
year. Diversification of the La Plata economy has
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occurred with growth in the population and work-
force. The Econometer index tracks both the annual
and seasonal variations in the economy and illus-
trates this diversification. It shows that negative
variations in individual sectors are offset by posi-
tive changes in any one sector. The three top
employers in La Plata County — the Durango
School District 9-R, Mercy Hospital, and Fort
Lewis College—provide the foundation for this
diversification.

In addition to publishing the Econometer, Fort
Lewis College also conducts the Southwest
Business Forum each January. [
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From Around the State: Mesa County

he rate of growth in Mesa County’s economy

began to slow during the latter part of 2002
and the early months of 2003 as evidenced by a
higher unemployment rate during this period. The
average unemployment rate for 2001 was 3.9%. By
the end 2002, the annual average had increased to
4.9%. The current rate stands at 4.7%. The changes
in employment indicate the steady growth in the
size of the county’s labor force, which in turn
reflects the annual 2.6% increase in population. The
labor force grew from an annual average of 60,752
persons in 2001, to 64,210 in 2002, and 69,129 in
August 2003. The number of persons employed has
increased steadily from an annual average of 58,376
in 2001 to 65,564 in August 2003. The rate of
increase in the number employed has, at times,
lagged behind the increase in the labor force, thus
accounting for the changes in unemployment rates.

The slowing of economic activity is also reflected
in less pronounced increases in the leading sector
indicators over the last 12 months. However, none
of the indicators declined in absolute value over
those values observed in previous periods. Since
the summer of 2003, the rates of growth in leading
indicators have increased. The most notable posi-
tive indicator was construction activity as meas-
ured by growth in the number and value of county
building permits, both residential and commercial.
Also noteworthy was the increase in countywide
retail sales as indicated by sales tax collections.
Both year-to-date and quarter-to-quarter growth
were observed for the 2003 summer months.
Consumer spending in Mesa County continues to
buoy the level of economic activity. This spending
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mirrors that occurring in the national and state
economies. The importance of the retail sector in
Mesa County is underscored by the fact that nearly
20.0% of the jobs are in the retail sector, with at
least another one-fourth of jobs emanating from
the services sector. The county does not have a
large manufacturing sector.

The year-to-date values for tourism indicators,
such as lodging tax collections, visitor and con-
vention bureau visits, and visits to the Colorado
National Monument, exhibited an upswing during
the summer and fall months of 2003. Also, special
events, such as the Junior College World Series and
music festivals hosted by Country Jam and local
wineries, were instrumental in attracting more
visitors to Mesa County. The county continues to
draw attention from bicycling and other outdoor
enthusiasts nationwide.

Much of the job growth in the Mesa County econ-
omy over the last several years has occurred in the
services sector, especially business and services and
finance, insurance, and real estate. Growth in
social, health, and education services has resulted
in substantial job expansion as well. Mesa County

The year-to-date values for tourism indica-
tors, such as lodging tax collections, visi-
tor and convention bureau visits, and
visits to the Colorado National Monument,
exhibited an upswing during the summer
and fall months of 2003.

continues to expand as a regional provider of con-
sumer goods, as well as business, health, education,
and transportation services. The basic income gen-
erated by these sectors and enhanced by higher
than average increases in nonlabor income, such
as retirement and interest income, accounts for
much of the year-to-year growth in personal
income and employment.

The Bureau of Economic and Business Research

at Mesa State College has formed a partnership
with Mesa County Administration, the City of
Grand Junction, the Grand Junction Economic
Partnership, the Western Colorado Business
Development Corporation, and the Grand
Junction Area Chamber of Commerce. The bureau
has agreed to develop a new set of economic indi-
cators and conduct studies in order to better
describe and track changes in the local economy.
These same groups were instrumental in sponsor-
ing the recently completed Mesa County Economic
Development Forum. The forum drew some 200
participants from public and private groups in the
county. It is hoped that continued widespread
public participation will result in a broader coor-
dinated effort directed toward the county’s eco-
nomic development.

The recent upswing in our leading economic indi-
cators and the growing interest in monitoring the
direction and quality of local economic growth
bode well for the future of Mesa County. [J



From Around the State: Northern Colorado

he 2004 business outlook for northern

Colorado looks bright. With more than $1 bil-
lion in new capital construction slated for the
region during the next two years, we can look for-
ward to many exciting groundbreakings and rib-
bon cuttings. Here is a snap shot of some of the
major construction projects.

The $62.5 million Larimer County Fairgrounds
and Events Center was just completed. Located
within a five-mile radius will be two large hotels,
one of the largest Harley-Davidson stores west of
the Mississippi, and a new regional hospital.
Poudre Valley Health Systems will construct a
550,000-square-foot, five-story regional hospital

at Centerra, in Loveland, which will create 600 new
jobs. At least one major “lifestyle shopping center”
has been announced, bringing another 500,000
square feet in new construction. Owens-Illinois will
break ground on a 550,000-square-foot bottling
plant near Windsor. A new biotechnology com-
pany will begin construction on a 60,000-square-
foot facility in Loveland. Another new company is
expected to break ground on a 59,000-square-foot
facility in Fort Collins. In total, more than 1,000
new jobs will be created from new industry.

Several existing industry expansions are pending,
which will produce another 1,000 new primary
jobs during the next two years. In addition, there
are five notable health-care industry expansions,
namely the ones in the Poudre Valley Health
System (with three expansion projects) and the
McKee Medical Center expansion, which will
pump another $70 million into the Loveland econ-
omy. In nearby Greeley, the Northern Colorado
Medical Center plans a $130 million expansion.
Additionally, Greeley voters recently approved $100
million in “quality-of-life” projects.

Colorado State University is breaking ground on

a $72 million expansion of the Centers for Disease
Control. The university has another $33.2 million in
projects under construction, one of which is a new
concert hall. Several projects are also under design
review, including a new 700-room dormitory. The
university is expanding its Natural Resources
Center and its Bio Hazard Containment Lab.

Several new large retail and grocery store develop-
ments are also being built in northern Colorado.
King Soopers and Safeway stores are constructing
new facilities. New Dillard’s and Foley’s depart-
ment stores have been announced. Several new

Several existing industry expansions are
pending, which will produce another 1,000
new primary jobs during the next two years.
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bank branches are under construction. In addition,
the $27 million expansion of the Larimer County
Courthouse has just been completed. Furthermore,
at least 5,000 new homes and condos will be con-
structed in northern Colorado, bringing the value
of new construction to more than $1 billion.

Bottom line, more than $1 billion of new capital
construction, along with more than 3,000 new
jobs, will be created in northern Colorado during
the next two years. []

7



2004 Colorado Business Economic Outlook

From Around the State: Pueblo County

Pueblo’s economy seems to have turned the
corner along with the state and national
economies, rebounding from a trough in early
2003 in terms of consumer confidence and unem-
ployment. The most recent survey of Pueblo resi-
dents conducted in September produced a
consumer confidence index of 85, substantially
higher than February’s record low of 68.

The unemployment rate for Pueblo County was
6.3% in September. This rate is largely unchanged
from last year; however, the situation was worse
only six months ago, when unemployment
exceeded 7.0%. Employers in Pueblo County have
added 720 jobs this year.

Due largely to unprecedented low interest rates,
residential construction in Pueblo continues to
flourish. Single-family housing starts totaled 900
units through the end of the third quarter, an 8.2%
increase compared to the corresponding three
quarters of 2002. During this period, Colorado
experienced an 8.2% decrease in single-family
construction, according to figures compiled by the
Bureau of the Census. Home mortgage foreclosure
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filings continued to rise, posting a 23.0% gain for
the first nine months of the year compared to 2002.

There has been good and bad news so far in 2003
in terms of primary employment. In March, the
Boeing Co. announced that it would be closing its
Pueblo operation that manufactures Delta satellite
launch vehicles. About 250 jobs will be lost over the
course of the next year. Budget cuts at the newly
renamed Colorado State University-Pueblo
resulted in elimination of more than 55 jobs.

These losses were offset by the announcement that
Adams Aircraft, with headquarters in Arapahoe
County, would be locating a plant in Pueblo that
could hire as many as 450 workers over the next
three years. In addition, the Pueblo Chemical Depot
decontamination project managed by Bechtel
Corporation is beginning to ramp up, and will
employ approximately 1,300 workers over the next
decade. In July, the City of Pueblo offered a 34-acre
site to WCC (formerly Wackenhut Corrections
Corp.) to build a prison facility adjacent to the
Airport Industrial Park. Pending litigation by a
citizens’ group, the facility could house up to 700
inmates and offer employment to 160 workers.

These losses were offset by the announce-
ment that Adams Aircraft, with headquarters
in Arapahoe County, would be locating a
plant in Pueblo that could hire as many as
450 workers over the next three years.

Pueblo continues to solidify its position as a
regional center for health-care and retail services

as shown by expansions at the two local hospitals.
A $20 million expansion of facilities at Parkview
Medical Center was recently completed. Over the
next few years this sector should see additional job
growth as St. Mary Corwin Hospital embarks on its
own expansion. Houston Construction, a Pueblo-
based contractor, won the contract for the initial
phase of this $71 million expansion.

The retail sector should benefit from the antici-
pated construction of the Pueblo Crossings shop-
ping center, located on the city’s north side. The
project will be built in two phases, with initial store
openings slated for October 2004. A Kohl’s depart-
ment store is the anchor retailer for the first phase
of the project.

The combination of current economic conditions
and future prospects paints the picture of a
regional economy on the verge of sustained eco-
nomic growth. [J



From Around the State: Southern Colorado

n October 2003, the College of Business at the

University of Colorado at Colorado Springs held
its Seventh Annual Southern Colorado Economic
Forum. Comments in this section are based on
results presented at that forum.

The national slowdown still holds a grip on the
southern Colorado economy. The economy slowed
dramatically after 9/11 and has not regained much
strength since then. Although the technology sec-
tors are experiencing fewer layoffs, there still is not
enough new job creation to replace the ones that
were lost. While some indicators are improving,
there are still signs of a sluggish economy, particu-
larly in the employment picture.

Last year’s accounting scandals have worked their
way through the economy, and the stock market
appears to be reacting to better corporate news
since it bottomed out in September 2002. Since
then, the S&P 500 Index has gone up 22.0%.
Compared to a year ago, several measures are driv-
ing optimism in the stock market. Corporate prof-
its are up 12.0%, consumer sentiment rose 3.1%,
and interest rates are down 75 basis points. The
improved market indicators appear to reflect the
investment community’s expectation of a stronger
economy in the next 6 to 12 months.

Housing and Construction

The market for single-family and townhome resi-
dential units has been stronger than the general
performance of the local economy. In 2003 single-
family housing is expected to decline 16.0% com-
pared to 2002, to a total of 4,100 permits. This is

most likely a strong number, especially when net
migration for 2003 is expected to be only 778 peo-
ple. The natural increase in population is expected
to add 5,300 people, for a total gain of 6,078. This
population growth is approximately two-thirds of
the average annual increase in El Paso County dur-
ing the 1990s. With the average household size of
2.6 people, this population gain supports 2,338 new
single-family residential units, not the 4,100 units
projected for 2003 based on current trends. Tradi-
tionally, the population splits its housing prefer-
ences into one-third renters and two-thirds owners.
This implies that the population increase for 2003
would support only 1,543 new single-family units.

Despite the apparent overproduction of single-
family housing units during 2003, the forum
believes the units will continue to sell at close to the
projected pace of approximately 4,100 units. Home
affordability has increased tremendously due to the
drop in mortgage rates. The forum expects that
most of the people looking for a place to live will
purchase a home rather than rent an apartment.
This is anticipated to continue into 2004 when
mortgage rates are projected to be in the 6.5 to

Home affordability has increased tremen-
dously due to the drop in mortgage rates.
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6.75% range. While these projected rates are higher
that those in 2003, home ownership will remain
extremely attractive. Relatively high absorption of
new single-family housing units will come at the
expense of more multifamily vacancies.

The weak recovery and low net in-migration point
to a modest decline in single-family housing for
2004. The forum projects total single-family and
townhome construction in 2004 will be 3,895
units, a 5.0% decline. Nonresidential construction,
which shows a great deal of year-to-year volatility,
is forecast to decline 1.1% in 2003 and increase
1.0% in 2004.

Employment and Wages

The average unemployment rate for 2003 is
expected to be 6.1%. A modest improvement in
unemployment is projected in 2004 and is forecast
to average 5.8%. We do not expect much change in
the unemployment picture in the first half of 2004,
unless there is an unforeseen recovery in the manu-
facturing and technology sectors. Nonagricultural
employment is expected to remain flat in 2003 and
grow by 1.7% in 2004. Average salaries will increase
1.5% this year and 3.0% in 2004. The small
increases in wages and salaries reflect the loss of
manufacturing and other high-paying jobs in the
community. Total wage and salary income will rise
by only 1.5% in 2003 and 4.8% in 2004. Personal
income, which is affected by wages and salaries,

is expected to increase 3.0% in 2003 and 3.5%

in 2004.

continued on page 80
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From Around the State: Southern Colorado

continued from page 79

The Military

The military’s normally positive impact on the
local economy has eroded due to the deployment
of troops from Fort Carson to Iraq. An estimated
11,000 troops were deployed and are expected to be
in Iraq until March or April of 2004. Allowing for
household size and an estimated 15.0% of spouses
and children leaving the area due to the deploy-
ment, we estimate a direct loss in salary of $165.6
million a year. Based on Keynes’ government mul-
tiplier model, the direct impact will magnify and
ripple through the economy to an estimated loss of
$518.2 million to the local economy.

The loss in economic activity will also affect the
government sector. According to a Department of
Labor’s study of household spending patterns, the
typical household will spend approximately 26.3%
of its income on items subject to state and local
sales tax. Thus, the potential lost sales taxes for the
City of Colorado Springs attributed to troops
deployed from Fort Carson is $4.6 million. This
assumes the economic impact is immediate, com-
plete, and sustained. It is more likely the impact

will be spread over the course of a year, will end
when the troops return, and will not be fully real-
ized. The forum estimates the actual lost sales taxes
to Colorado Springs will be closer to $2.5 million.
El Paso County will lose approximately $1.04 mil-
lion in sales tax collections.

The loss of business while the troops are in Iraq
will be greatest among firms catering to local resi-
dent services used by the soldiers at Fort Carson.
This impact will be felt most by businesses near the
base, and is expected to be large enough that some
local companies will not hire any employees or
worse, may lay-off existing employees. Using the
same assumptions that the deployment is tempo-
rary and its impact lags the actual deployment, the
forum estimates as many as 595 jobs, full and part-
time, could be lost until the troops return. This
could raise the local unemployment rate by 0.25%.

Retail and Wholesale Trade

Retail sales in El Paso County were up 3.0% in
2002 and are running close to the 2002 level in
2003. This is encouraging given the general decline

in the economy, the slowdown in building, reduced
sales volumes in furniture and automobiles, and
the deployment of troops from Fort Carson to
Iraq. The taxable components of retail sales are
running behind that of 2002. As a result, Colorado
Springs sales tax collections through July 2003 are
2.4% below the 2002 levels. The expected strength-
ening of our economy should produce an increase
in retail sales of 3.0% in 2004. The opening of the
Shops at Briargate will help keep some higher-end
retail trade business in the county and attract addi-
tional businesses to this area.

Wholesale sales rose just under 12.0% in El Paso
County during 2002. Given the increasing level
of economic activity, the forum expects wholesale
activity in El Paso County to outpace that of
Colorado. Wholesale sales were up 22.0% in the
first quarter of 2003 over year-earlier figures.
Provided this pace continues, wholesale sales in
El Paso County should increase at least 15.0% in
2003. Wholesale sales in El Paso County for 2004
are also expected to be strong, with at least 10.0%
growth over 2003. []
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1000 Rim Drive

Durango, CO 81301-3999
970-247-7328
eppich_d@fortlewis.edu

Ms. Jessica Morgan

Economist

Development Research Partners, Inc.
10184 West Belleview Avenue, Suite 100
Littleton, CO 80127

303-991-0071
jessica@developmentresearch.net

Mr. Luke Rodgers

Economist

Department of Health Care and Financing
1570 Grant Street

Denver, CO 80203

303-866-2567

luke.rodgers@state.co.us

International Trade

Ms. Laurel Alpert (Chair)

Senior Deputy Director, International Trade

Colorado International Trade Office

Colorado Office of Economic Development
and International Trade

1625 Broadway, Suite 1700

Denver, CO 80202

303-892-3850

laurel.alpert@state.co.us

Mr. Paul Bergman, Jr.

Senior International Trade Specialist
U.S. Export Assistance Center

1625 Broadway, Suite 680

Denver, CO 80202

303-844-6001, ext. 22
pbergman@mail.doc.gov

Ms. Stephanie Garnica

Director-Latin America

Colorado International Trade Office

Colorado Office of Economic Development
and International Trade

1625 Broadway, Suite 1700

Denver, CO 80202

303-892-3850

stephanie.garnica@state.co.us

Mr. Timothy Larsen

Senior International Marketing Specialist
Colorado Department of Agriculture
Markets Division

700 Kipling Street, Suite 4000

Lakewood, CO 80215-5894
303-239-4118

tim.larsen@ag.state.co.us

Ms. Sandi Moilanen

Europe Trade Director

Colorado International Trade Office

Colorado Office of Economic Development
and International Trade

1625 Broadway, Suite 1700

Denver, CO 80202

303-892-3850

sandi.moilanen@state.co.us

Mr. Jim Reis

President

World Trade Center Denver
1625 Broadway, Suite 680
Denver, CO 80202
303-592-5760
wtcdenver@worldnet.att.net

Around the State

Mr. Daniel Arosteguy

Director

Mesa State College

Bureau of Economic and Business Research
1100 North Avenue

Grand Junction, CO 81502-2647
970-248-1167

darosteg@mesastate.edu

Dr. Skip Cave

Dean

Fort Lewis College

School of Business Administration
1000 Rim Drive

Durango, CO 81301-3999
719-247-7294
cave_s@fortlewis.edu

Dr. Jay Goodman

Professor

University of Southern Colorado
Hasan School of Business

2200 Bonforte Boulevard
Pueblo, CO 81001
719-549-2155
goodman@uscolo.edu

Mr.J.]. Johnston
CEO/COO

Northeren Colorado Economic Development

Corporation
2725 Rocky Mountain Avenue, Suite 210
Loveland, CO 80538
970-667-0905
jjohnston@ncedc.com

Mr. Vern Lynch

Director

Fort Lewis College

Office of Economic Analysis and Business
Research

1000 Rim Drive

Durango, CO 81301

970-247-7404

LYNCH_V@fortlewis.edu

Mr. Don Vest

City of Pueblo

Department of Planning and Development
211 East ‘D’ Street

Pueblo, CO 81003

719-543-6006

donvest@ci.pueblo.co.us
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or more than 85 years, the Business Research

Division (BRD) of the Leeds School of Business
has been providing business, economic, and mar-
ket research that contributes to the efficient use of
Colorado’s resources. Through its annual Colorado
Business Fconomic Outlook Forum, the BRD has
established a base of knowledge that adds value to
the division’s work in other areas. In addition to
providing research to public and private organiza-
tions, the division is the umbrella organization for
CU-BAC, MAMTC-Colorado, and RMTAAC.

Purposes of Unit

The BRD provides business, economic, and market
research that contributes to the efficient use of
Colorado’s resources and increases interest in and
awareness of the Leeds School of Business. The
BRD provides support to the Colorado business
community in the following areas:

Industry Support—Through research conducted
with companies, associations, nonprofit organiza-
tions, educational institutions, and state and local

Business Research Division

Leeds School of Business
University of Colorado at Boulder
420 UCB
Boulder, CO 80309-0420

303-492-8227 « Fax: 303-492-3620
http://leeds.colorado.edu/brd/

governmental agencies throughout the world, the
BRD has developed primary competencies in the
areas of manufacturing issues and trends, the
impact of government and government policy, the
role and impact of technology in Colorado, and
issues in the health-care industry. Secondary com-
petencies have been developed as a result of
research conducted in the construction, trade,
services, and finance sectors.

Research for the State of Colorado—Fach
December the BRD presents its annual forecast
of the Colorado state economy. Subsequent pre-
sentations are made during the year throughout
the state.

Faculty and Center Research—The BRD cooper-
ates with other centers in the Leeds School of
Business and faculty members to assist them with
conducting applied, relevant research that benefits
the business community and the Leeds School of
Business.

Student Research—The BRD provides oppor-
tunities for students to gain practical business

experience by involving them in business and eco-
nomic-related research projects.

U.S. Census Research—The division provides
assistance to members of the business community
in finding relevant information from U.S. census
reports by obtaining and using statistical data,
summary tape files, and related products. The divi-
sion is an affiliate in the State Data Center System.

Areas of Expertise

The Business Economic Outlook Forum provides
an excellent base of knowledge for the BRD to con-
duct local, national, and international research for
a diverse set of clients. In addition to providing
companies and state agencies with information to
help them make better-informed business and pol-
icy decisions, this research provides the BRD with
expertise in a number of areas. Through a variety
of research tools (direct mail surveys, telephone
surveys, focus groups, and personal interviews), the
BRD has conducted research in the following areas:



Manufacturing
* Investigated employment trends and issues,

* Identified management and operational issues,

* Prepared competitive intelligence and industry
needs assessment,

* Published industry and niche directories,

* Identified methods for service providers to pro-
vide better service to manufacturers, and

* Determined the impact of key manufacturers on
local economies.

Technology

* Prepared overview of technology in Colorado;

* Conducted trend and issue analysis of biomed-
ical, photonics, and renewable energy industries;

* Compiled industry and sector directories; and

* Estimated impact of technology on Colorado.

Health Care

* Conducted customer satisfaction surveys of pub-
lic and private health plans;

* Conducted a comparative analysis of health
plans; and

* Prepared a study of the appropriate information
to provide clients using health plans.

State and Local Policy Decision-Making
Organizations

* Calculated fiscal impact of state agency on its
clients,

« Conducted customer satisfaction with state
agency programs,

* Prepared potential fiscal impact of retail store on
city economy,

+ Identified city and county issues and trends with
city and county employees,

* Conducted customer satisfaction programs with
federal programs to mitigate employment reduc-
tion because of defense layoffs,

» Calculated fiscal impact of agricultural compo-
nent on county economy,

* Prepared analysis of issues and opinions regard-
ing county growth trends, and

* Conducted public safety satisfaction/needs
assessment study.

Other Areas

* Conducted name recognition study for interna-
tional financial services company,

* Collected competitive intelligence and needs
assessment to help company determine feasibility
of moving to Colorado,

* Prepared association membership satisfaction
and needs assessment, and

» Identified processes for administrative and man-
agement streamlining project.

2004 Colorado Business Economic Outlook

General Economic Information

* Prepared local Leading Economic Indicator
series, and

* Collected local economic data for various city
and county organizations.

Business Economic Outlook Forum

« In addition to the outlook forum kickoff event in
Denver, targeted presentations of the business
economic forecast are typically made to more
than 60 local, regional, and national organiza-
tions.

Staff

Richard Wobbekind, Director

Gary Horvath, Marketing Analyst

Cindy DiPersio, Publications Coordinator
Terry Rosson, Program Assistant

Julie Arnett, Research Assistant

For More Information

Business Research Division
University of Colorado at Boulder
420 UCB

Boulder, CO 80309-0420
Telephone: 303-492-8227
E-mail: brdinfo@Colorado.edu
http://leeds.colorado.edu/brd/
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University of Colorado at Boulder: Services to Business and Industry

CU Business Advancement Center

The CU Business Advancement Center (CU-BAC)
supports the growth of technology industries in
Colorado through research, consulting, informa-
tion, and networking services to businesses and
organizations. Assistance includes market defini-
tion, feasibility studies, industry studies, business
and commercialization plans, needs assessments,
and economic impact studies. The center special-

CU Business Advancement Center
University of Colorado at Boulder
034 UCB

Boulder, CO 80309

Telephone: 303-554-9493

Fax: 303-554-9605
http://www.colorado.edu/cubac/

izes in market research for new products and tech-
nologies. Other recent projects include:

Grant-subsidized services to help companies
commercialize products and services developed
from Small Business Innovation Research
(2002) and research that reduces pollution or
diverts waste (2003);

Administrative and organizational support serv-
ices for the Colorado Photonics Industry
Association and the Colorado Environmental
Business Alliance;

Research on such topics as the target and emerg-
ing industries for Colorado’s future economic
growth, the economic impact of Small Business
Innovation Research, and on the barriers and
solutions to construction waste;

A no-cost business plan review and opportunity
for selected companies to present to investors at
a “Socially Responsible” Investor Forum; and

Editor and publisher of the cooperative,
bimonthly newsletter, Technology Community.

Robert H. and Beverly A. Deming Center
for Entrepreneurship

Founded in 1996, the Robert H. and Beverly A.
Deming Center for Entrepreneurship continues its
national leadership status—with 2003 rankings of
17th by U.S. News & World Report and 10th by
business faculty according to Entrepreneur
Magazine for the graduate program, and 14th by
U.S. News and World Report for the undergraduate
program. The entrepreneurship Ph.D. program is
ranked among the top programs of its kind. The
Deming Center is also connected with CU-
Boulder’s law and music entrepreneurship centers,
and supports undergraduate and graduate students
and faculty at CU-Boulder’s Leeds School of
Business. The center’s mission is to maximize
learning opportunities for entrepreneurially
inclined student by

* Delivering a world-class entrepreneurship cur-
riculum;

+ Conducting rigorous academic research on top-
ics relevant and useful to entrepreneurs;

+ Creating a “connected learning environment”
via established relationships with the entrepre-
neurial community; and

* Being a comprehensive and valued resource for
students, faculty, and the entrepreneur commu-
nity.

The faculty and staff of the center strive to

+ Have a profound impact preparing students
with an enhanced entrepreneurial mindset to
pursue careers with new and emerging growth
companies;

* Be a catalyst and supporter for research and dis-
covery in the field of entrepreneurship;

* Encourage partnerships between the university
and its faculty, students, and practitioners who
create, build, and operate entrepreneurial com-
panies;

* Graduate well-educated entrepreneurial
thinkers; and

+ Significantly improve the probability of success
for those graduates who embark on entrepre-
neurial ventures.

Kathryn Simon, Director

Robert H. and Beverly A. Deming Center for
Entrepreneurship

University of Colorado at Boulder

419 UCB

Boulder, CO 80309-0419

Telephone: 303-735-4970

http://leeds.colorado.edu/entrep/



Executive Development Programs

Executive Development Programs is part of a
partnership between the Leeds School of Business
and the Division of Continuing Education at the
University of Colorado at Boulder. Executive
Development Programs extend the resources of
the Leeds School of Business to professional com-
munities by offering certificate and short programs
in executive and business education. In addition,
we teach fundamental business courses to non-
business undergraduates through the Professional
Development Certificate offerings.

Executive Development Programs also offers busi-
ness education taught by faculty that is customized
to a company’s needs. Clients can work with fac-
ulty to develop specialized materials for courses.

Explore the opportunities that Executive
Development Programs can offer both to you and
your organization!

Jill Terry, Director

Stephen Lawrence, Faculty Chair

Matt McKeever, Assistant Program Coordinator
Executive Development Programs

University of Colorado at Boulder

178 UCB

Boulder, CO 80309-0178

Telephone: 303-429-2499

E-mail: CBE@Colorado.edu
http://leeds.colorado.edu/cbe

Mid-America Manufacturing Technology
Center (MAMTC-Colorado)

MAMTC-Colorado is a not-for-profit organization
designed to help small and mid-size manufacturers
improve business performance and profitability.
Project directors located in Denver, Boulder, Fort
Collins, Colorado Springs, Durango, and Grand
Junction provide on-site assessments to identify
projects that improve a firm’s competitiveness.
Projects focus on areas that can impact the bottom
line, including process and quality improvement
(lean manufacturing), plant layout, cost measure-
ment, inventory control, product design, and soft-
ware selection.

By tapping into a vast network of public and pri-
vate resources, project directors help companies
meet business challenges by delivering quality solu-
tions at a fair price.

Supported in part by the NIST Manufacturing
Extension Partnership, MAMTC also offers a num-
ber of valuable services, including technical semi-
nars, vendor and technology searches, product
testing, industry roundtables, and equipment
demonstrations.

Elaine Thorndike

MAMTC-Colorado

5353 Manhattan Circle, Suite 103
Boulder, CO 80303

Telephone: 303-499-9081

Fax: 303-499-9219

E-mail: Thorndik@stripe.colorado.edu
www.mamtc.com
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University of Colorado Real Estate Center

Through the dedicated efforts of a committed
University of Colorado faculty collegium, the CU
Real Estate Center provides a world-class real estate
curriculum at both the graduate and the under-
graduate levels that prepares students to be leaders
in the real estate industry.

The Real Estate Center was created through the
efforts of the Real Estate Council. The council con-
sists of more than 270 real estate professionals con-
tributing time, expertise, and financial support to
educate the next generation of industry leaders.
The partnership between the university and the
University of Colorado Real Estate Council creates
a dynamic and relevant dialogue that precipitates
mutually rewarding opportunities to further the
research (theoretical and applied) of subjects
related to land use and its appurtenant topics.

The center provides a rewarding mentorship pro-
gram designed to be mutually beneficial for both
the students and council members. In addition, the
center develops meaningful internship opportunities
for students using the council network while requir-
ing on-the-job experiences as part of the learning
process for all students, with job placement oppor-
tunities as the ultimate goal of the program.

Byron Koste, Director

CU Real Estate Center

Leeds School of Business

University of Colorado at Boulder
419 UCB

Boulder, CO 80309-0419
Telephone: 303-492-3258

E-mail: Byron.Koste@Colorado.edu
http://leeds.colorado.edu/realestate/

continued on page 90
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continued from page 89

Rocky Mountain Trade Adjustment
Assistance Center (RMTAAC)

RMTAAC is an independent, nonprofit organiza-
tion offering technical and professional assistance
to small and medium-size manufacturers adversely
affected by import competition.

The center is staffed by professionals with extensive
private-sector experience in marketing, manage-
ment, and engineering. RMTAAC project man-
ager’s work closely with manufacturers to identify
cost-effective strategies that enable them to com-
pete with foreign producers.

In addition, project managers locate outside tech-
nical consultants to implement projects that
require specialized expertise. Up to 50.0% of the
total project cost is funded by the U.S. Department
of Commerce.

Since 1981, RMTAAC has helped hundreds of
manufacturers in a number of industries, including
circuit board assembly, recreational equipment,
material handling, testing equipment, building
materials, apparel, and jewelry.

Edvard Hag, Director

Rocky Mountain Trade Adjustment Assistance
Center

5353 Manbhattan Circle, Suite 200

Boulder, CO80303

Telephone:303-499-8222

Fax:303-499-8298

www.taacenters.org
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Richard M. Burridge Center for
Securities Analysis and Valuation

The mission of the Richard M. Burridge Center for
Securities Analysis and Valuation is to encourage
and support the creation and dissemination of new
knowledge about financial markets, with an
emphasis on U.S. financial markets. The center

+ Facilitates the exchange of ideas and knowledge
among students, professional investment man-
agers, finance scholars, policymakers, and the
investing public;

+ Identifies critical research issues in the theory
and practice of security analysis and valuation;
and

* Encourages and supports vigorous qualitative
and quantitative research on topics relevant and
useful to money managers, valuation experts,
and finance academics.

Michael Stutzer, Director

Leeds School of Business

University of Colorado at Boulder

419 UCB

Boulder, CO 80309-0419

Telephone: 303-492-4348

E-mail: michael.stutzer@Colorado.edu
http://leeds.colorado.edu/burridge

Center for Sustainable Tourism

The Center for Sustainable Tourism is the manage-
ment unit for the tourism research and service
functions of the Leeds School of Business. It also
serves as a “virtual think tank,” where students, fac-
ulty, tourism industry representatives, community
leaders, and government officials, committed to the
intelligent and orderly growth of tourism, can
come together to share their thoughts, concerns,
ideas, research, and solutions.

The focus of sustainable tourism fits the state,
national, and international tourism industry expe-
rience, where the limelight is regularly focused on
balancing an expanding economy with social, cul-
tural, and environmental integrity.

The ultimate goal of the CU Center for Sustainable
Tourism is to provide students with the technical
and industry knowledge for their eventual role as
leaders in the tourism industry. Students partici-
pating in the center’s activities will be significantly
better prepared to deal with current and future
issues facing development resulting from tourism.

Charles R. Goeldner

Center for Sustainable Tourism

Business Research Division

University of Colorado at Boulder

420 UCB

Boulder, CO 80309-0420

Telephone: 303-492-3725

Fax: 303-492-3620

E-mail: Charles.Goeldner@Colorado.edu
http://leeds.colorado.edu/
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