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Preface

s the Leeds School of
Business celebrates

its centennial anniver-
sary, we are proud to
showcase our efforts to
advance sound economic
and business information
to be used by business,
government, and educa-
tion decision makers
throughout the state.

CUBoulder

The annual Colorado
Business Economic

/ OOLeedc School
Outlook is one tool we }é&l}”j 0]( ‘Business
provide to policymakers

to help them focus attention on the structure of the
state’s economy, both past and present. This fore-
cast analyzes changes that took place during the
past year and looks at the events and activities that
will shape the changes in our population, employ-
ment, and major economic indicators for the
coming year. The information presented at the
Forty-second Annual Outlook Forum in Denver
and the other forecast presentations throughout
the state is reported with greater detail in this pub-
lication. It presents as complete and knowledgeable
a forecast of the 2007 Colorado economy as possi-
ble given our publishing deadline.

As a means of providing business and govern-
ment leaders with tools for staying up to date with
relevant, understandable information concerning
Colorado’s economic future, we publish the
Colorado Business Review (CBR) and compile the
quarterly Business Leader’s Confidence Index®
(BLCI). Additional information about how you
can participate in the BLCI or receive the CBR can
be found on our web site at http://leeds.colorado
.edu/brd. The Leeds School is grateful to have
Compass Bank as a partner to help sponsor our
annual forum and the BLCI.

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

Work on the forecast began in July, when data
collection and statistical updates were performed.
Committees were assembled in September, with
more than 80 business, education, and government
leaders, as well as economists and specialists agree-
ing to participate. Members were split into 13
groups, each representing a major economic sector
or area of interest.

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.

Beginning in 2004, the committee chairs have
reassembled mid-year to review their forecasts.
This session helps committee members develop an
even greater understanding of their industries and
the overall economy.

We are extremely pleased to have so many con-
cerned and committed individuals from Colorado
business, education, and government organizations
throughout the state work with us for several
months, estimating and projecting the data series
presented in this statistical summary and providing
significant portions of the narrative.

We would also like to recognize the efforts of
several long-time committee members for their
extended contributions. The following individuals
have recently retired or will be retiring prior to
next year’s event: Jim Rubingh, Jim Coil, Jim
Cappa, and Jim Leonard. A complete list of our
many other contributors appears at the back of this
book. If you have questions about the economic
sectors or state regions, we encourage you to con-
tact these individuals.



Finally, I would like to acknowledge the support
and hard work of the Leeds School of Business and
University of Colorado at Boulder personnel in
preparing, presenting, and promoting this project.
My sincerest thanks go to Gary Horvath, Managing
Director; Cindy DiPersio, Project Manager and
Publications Coordinator; Lynn Reed, Graphic
Designer; Kim Warner, Project Manager; Terry
Rosson, Program Assistant; Brian Lewandowski,
Graduate Research Assistant; John Krebs, Research
Assistant; and Colin Hickey, Katie Vance, Luke
Willoughby, and Ginger Wolf, Student Research
Assistants, for their help in assembling and pre-
senting the 2007 Business Economic Outlook
Forum. The assistance provided by Greg Swenson,
Staff Writer with the Office of News Services, and
Doug Nogami, Director of Communications for
the Leeds School of Business, is also greatly
appreciated.

o P R AR S
i ﬁéﬁéﬁfgfﬁ:ﬁ fislffi?fﬁféﬂ#ﬁ_ﬁf
Richard L. Wobbekind, Ph.D.
Associate Dean of External Relations and
Director
Business Research Division
Leeds School of Business
University of Colorado at Boulder

It is a great pleasure for Compass Bank to have
the opportunity again this year to sponsor the
economic forum.

Our four-year Compass on Business partnership
with the University of Colorado’s Leeds School of
Business has allowed us to work together on a vari-
ety of initiatives related to evaluating and under-
standing the economic and business climate of
Colorado. The forum is just one more way we can
support the distribution of relevant and useful
information and share important insights with
local businesses.

One of the things that I find most valuable about
the Business Economic Outlook is that it relies on
more than just traditional statistical analysis in
reviewing the past year’s changes and predictions
for the upcoming year. As Rich described, the out-
look also takes into consideration the input from
committee members who are business owners and
industry leaders—those who are witnessing the
ups and downs of sales, revenues, employment,
and the market in general every day.

Compass Bank and the Leeds School of Business
have, as part of our ongoing partnership, a com-
mitment to soliciting feedback each quarter from
local business leaders on their expectations for
their business, as well as the local and national
economy. Like the Business Economic Outlook, the
Business Leaders Confidence Index® (BLCI) survey
relies on the opinions and experience of business
leaders with a vested interest in the growth and
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opportunity right here

in Colorado. For more
information on the BLCI,
visit www.blci.com.

We have found their
input to be right on
target, with our BLCI
respondents accurately
predicting significant
changes in the economy
based on several key
events over the last four years. The business leaders
correctly noted the impact of the Iraq War,
Hurricane Katrina, and the most recent economic
downturn. In addition, Colorado panelists
observed that the local economy was beginning to
outperform the national economy before wide-
spread coverage of this growth trend began.

Again, we are delighted to be a part of an event that
aligns so closely to our goal of providing the tools
and resources that help local businesses be success-
ful. On behalf of all of us at Compass Bank, thank
you for your continued commitment to the Leeds
School and this very important program.

Rafael Bustillo
Colorado President
Compass Bank
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Golorado Then and Now

n 1950, the Dow Jones reached a monthly high of 235,
Colorado per capita personal income was $1,516, and
the New York Yankees beat the Philadelphia Phillies 4-0 in

the World Series. 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
grown to more than 300 million, while Colorado’s popula-
tion is nearing 5 million. The United States has experienced
periods of relative peace, along with wars in Asia, the Cold
War, and now the war on terrorism. The state has endured
floods and droughts, economic booms and busts, as well as
booms and busts by its major sports teams.

Although state and national employment data are available
back to 1939, the adjacent timeline provides the annual
employment changes expressed in percentages, along with
a glimpse of some of the social, economic, educational, and
political changes that have occurred since 1950. These land-
marks laid the foundation for events that will affect our
economy in the years ahead. Colorado events are listed
above the line, and national events are listed below.

The employment downturn in 2003 marked only the
sixth time since 1939 (when records were first kept) that
Colorado showed negative job growth. During this same
period, the United States recorded negative job growth on
11 occasions. Moreover, 2003 was the first time that
Colorado recorded negative job growth in consecutive
years and the second time that the United States showed
negative job growth in consecutive years.

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

1950s-1960s- Numerous water storage and diversion projects are constructed in response to
increased agricultural and municipal water demands

1954- NIST opens its
doors in Boulder

1958- Air Force
Academy built
in Colorado Springs

1965- IBM opens
facility in Boulder

Percentage 1960- Denver
Change in
Broncos football
Annual
team created
Employment
1957- NORAD
begins operations 1969- StorageTek
, 1960- )
in Colorado founded in
Springs Colorado Ras Louisville
pring 458,549
1952- Rocky skiers
Flats opens
4 v vV v \ 4 4
I T A T 2 T T
1950 1955 1960 1965
1955- Merger of the 1965- Medicare
AFL and the CIO 1961- Cuban established
Missile Crisis

1956- President
Eisenhower creates
the Interstate
system

1964- Civil Rights
Act is passed
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1970s- 1980s- Major population growth resulting in traffic problems and pollution 1990s- 2000s- LoDo is revitalized and technology booms and busts

1978- USOC
headquarters moves .
. Circa 1987-
to Colorado Springs Peak of oil bust 1999- Pepsi Center 2006- Employment
officially opens reaches pre-recession
level of 2001
1987-S & L l 2:138 gcilmdo Rockies 2002- State .
1973- Eisenhower crisis involving EXperiences negative
Tunnel through Silverado job growth and
Continental Divide Savings and budget shortfalls
1978- End of Loan 1995- Denver
three-year International 2003- State
drought Airport opened 2001- In March, experiences
1992- TABOR economy second
1977- NREL Bill passed begins to soften |  Straight year
starts pf negative
operations job growth
in Golden 1997- Sun 2005.
Microsystems Referendum G
1983- Colorado comes to asses v
Advanced Technology Broomfield P
Institute created
v v v v v v v v v v v v
! A A A ! A ! A ! A A ! A ! ! A ! A
1970 1975 1980 1985 1990 1995 2000 2005
1999- Unemployment
1986- Congress at 4.2%, lowest level T
passesa —— in 29 years
1971- 1973- OPEC oil mep]{ehe”IS'Ve 2000- Dow Jones  2003-War in Iraq
NASDAQ embargo - Airli ax retorm law reaches all-time i
opens : seroquition 1987- Black 1993 NAFTA fghof 1172298 0
1972- Dow- 1981- Birth of the Friday stock passed and NASDAQ 2006- Dow Jones
— Jones passes IBM personal market crash reaches 5,048 surpasses 12,000

1,000

computer
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U.S. Economic Outlook

his section highlights the fundamentals of the

U.S. economy. Because the Colorado economy
is closely linked to the national economy;, it is
important to understand how activity at the
national level affects the well-being of the state.

Output

Moderate economic expansion, as measured by real
GDP, is projected for 2007; however, the downward

movement that began in the second half of 2006
will carry through the first half of 2007.

As a point of reference, annualized GDP growth for
the years 20002007 (using the projections in this
report) is 2.7%. This compares to an annualized
rate of 3.1% for the period 1990-1999. Notably,
2007 will mark the fourth time this decade that real
GDP has grown at a rate below 3%.

NATIONAL ECONOMIC INDICATORS

For the 21/2-year period beginning in the second
quarter of 2003, the economy performed at a level
comparable to the 1990s. This pattern of strong
growth came to a halt in September 2005 when
damage from hurricanes and flooding played havoc
with the economies of several southern states.
Initially, there were fears that the country’s energy
infrastructure had been immobilized. These con-
cerns drove energy prices higher. Simultaneously,

2002-2007
Indicator 2002 2003 2004 2005 2006° 2007°
Prices
Consumer Price Index (% change) 1.6% 2.3% 2.7% 3.4% 3.5% 2.5%
Consumer Price Index Colorado (% change) 1.9% 1.1% 0.1% 2.1% 3.5% 2.7%
Producer Prices (% change) -1.3% 3.2% 3.6% 4.9% 3.5% 2.2%
Employment Costs (% change) 3.6% 3.8% 3.7% 3.3% 3.0% 3.4%
Money and Interest
3-Month Constant Maturities (rate) 1.2% 0.9% 2.2% 4.0% 5.1% 4.0%
10-Year Constant Maturities (rate) 3.8% 4.4% 4.2% 4.4% 4.8% 4.5%
Fed Funds Rate (year end) 1.25% 1.00% 2.25% 4.25% 5.25% 5.00%
Employment and Population
Population (% change) 1.0% 1.0% 1.0% 0.9% 1.0% 1.0%
Unemployment Rate 5.8% 6.0% 5.5% 5.1% 4.7% 5.0%
Nonfarm Employment (% change) -1.1% -0.3% 1.1% 1.5% 1.5% 1.4%
Other Indicators
Current Account ($ billions) -$472 -$528 -$665 -$792 -$855 -$847
Federal Budget Balance ($ billions for fiscal year) -$158 -$378 -$413 -$318 -$252 -$275

®Estimated.
PForecast.

Sources: Consensus Forecasts, The Conference Board, Federal Reserve Board, Colorado Department of Local Affairs, Bureau of Labor Statistics, Bureau of Economic
Analysis, and Colorado Business Economic Outlook Committee.



the Federal Reserve marched down a path of 17
consecutive rate hikes in an effort to keep inflation
in check. Between June 26, 2003, and June 29, 2006,
the fed funds target rate was raised from 1.00%

to 5.25%.

On a brighter note, the destruction from the hurri-
canes did not disrupt the U.S. energy supplies as

severely as had been originally feared. While the
impact from the devastation will continue to affect
the economies of the region for many years to
come, the national economy suffered limited long-
term effects.

Nevertheless, energy prices continued to climb as
2006 progressed. These increases, combined with

GDP-RELATED NATIONAL ECONOMIC INDICATORS
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rising interest rates, particularly for adjustable rate
loans, and a slumping housing market, began to
take its toll on consumer spending and business
investment during the second half of the year.
Despite the fact that the United States had strong
exports during 2006, the increased costs of foreign

continued on page 8

2002-2007
Indicator 2002 2003 2004 2005 2006° 2007"
Gross Domestic Product
Real GDP (% change) 1.6% 2.5% 3.9% 3.2% 3.4% 2.6%
Nominal GDP (% change) 3.4% 4.7% 6.9% 6.3% 6.5% 5.1%
Consumption
Real Disposable Personal Income (% change) 3.1% 2.2% 3.6% 1.2% 3.0% 3.3%
Real Personal Consumption (% change) 2.7% 2.8% 3.9% 3.5% 3.2% 2.8%
National Consumer Confidence (December) 80.7 94.8 102.7 103.8 103.0 105.0
Rocky Mountain Consumer Confidence (December) 88.1 105.1 121.4 114.4 110.0 114.0
Colorado Business Leaders Confidence Index (Q4) na na 58.7 63.8 49.1 49.9
Consumer Credit ($ billions) $1,954.4 $2,047.0 $2,141.2 $2,240.0 $2,340.0 $2,440.0
Auto and Light Truck Sales (million units) 16.8 16.6 16.9 16.9 16.6 16.3
Retail Sales (% change) 2.2% 4.2% 6.5% 7.0% 6.8% 6.3%
Investment
Real Business Investment (% change) -9.2% 1.0% 5.9% 6.8% 8.0% 6.8%
Industrial Production (% change) 0.1% 0.6% 4.1% 3.2% 4.5% 3.2%
Housing Starts (millions units) 1.71 1.85 1.95 2.07 1.84 1.61
Nominal Pre-Tax Profits (% change) 15.5% 12.1% 19.1% 12.5% 19.3% 4.0%
Change in Business Inventories ($ billions) $12.5 $14.3 $53.4 $19.7 $42.1 $35.5
Government and Exports
Real Gov't. Consumption and Investment (% change) 4.4% 2.5% 1.9% 0.9% 2.1% 1.9%
Real Net Exports ($ billions) -$471 -$519 -$591 -$619 -$629 -$615

®Estimated.
PForecast.

Sources: Consensus Forecast, The Conference Board, Federal Reserve Board, Colorado Department of Local Affairs, Bureau of Labor Statistics, Bureau of Economic

Analysis, and Colorado Business Economic Outlook Committee.
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continued from page 7

oil drove imports and the trade deficit to record
levels. The combination of all of these factors
caused GDP growth to slow dramatically during
the second half of 2006. The effect of these factors
will carry over into 2007.

On a positive note, the Federal Open Market
Committee paused raising the fed funds target rate
during the second half of 2006. The overall consen-
sus is that the committee will maintain the rate at
its current level and may likely lower it 25 basis
points before the end of 2007. In addition, energy
costs dropped during the second half of 2006, and,
with any luck, will be less volatile during 2007. A
reduction in the price of a barrel of oil will have a
secondary benefit of lowering the trade deficit.

Projections are for real GDP to increase at a rate of
2.6% in 2007. This is comparable to the annualized
rate of growth, 2.6%, for the 20002005 period, but
below potential GDP of 3%-3.5%. The GDP defla-
tor is anticipated to decline to 2.5% in 2007.

Consumption

Personal consumption accounts for about 70% of
the GDP. For the past five years, a combination of
factors has fostered strong personal consumption.
For starters, accommodative monetary and fiscal
policies offered an environment that encouraged
spending. In this environment, financial institutions
provided consumers with a number of creative
financing programs. These programs were accom-
panied by a strong housing market in many parts
of the country. As a result, consumers treated their
homes like ATM machines as they borrowed

against their rapidly appreciating equity to support
increased consumption.

The bottom line is that many consumers have
come to the stark realization that the combination
of rising interest rates (particularly on credit cards
and adjustable rate mortgages), on top of higher
energy, healthcare, and housing costs, has pushed
them beyond reasonable spending limits. This has
resulted in declining savings rates, an increase in
poor credit ratings, and a greater number of fore-
closures. Although real disposable personal income
is projected to increase at a rate of 3.3% in 2007,
consumers will exercise greater caution, and con-
sumption will expand modestly, at 2.8%.

As a result, retail sales for 2007 are expected to grow
about 6.3%, which is slower than the previous two
years. This decrease will occur, in part, due to slug-
gish light truck and auto sales, which are projected
to drop from 16.6 million to 16.3 million. This
contraction is a function of reduced demand
brought about by the purchase of autos through
previous low-cost financing or employee discount
programs.

Although e-commerce accounts for approximately
2.7% of total retail sales, annual sales are growing at
a rate of about 25%. Increased high-speed access is
a factor contributing to this rise.

Projections are for real GDP to increase at
a rate of 2.6% in 2007.

Investment

Business investment accounts for about 17% of
GDP. Throughout the decade, real business invest-
ment has experienced greater volatility than con-
sumer spending, government spending, and net
exports. As businesses exited the recent recession,
they had pent-up demand for technology goods
and services and capital expenditures. This demand
drove spending at a rate of 5.9% in 2004, 6.8% in
2005, and 8% in 2006. During this period, a com-
bination of strong profits, positive cash flows, and
tax incentives helped foster investment.

Corporate profits are expected to drop off signifi-
cantly in 2007 as companies are forced to deal with
escalating business costs and a slowing national
economy. All the same, real business investment
will expand at about 6.8% in 2007.

Industrial production was strong in 2006. Next
year, growth will decline from 4.5% to 3.2%, with
businesses remaining cautious with their invest-
ments. Capacity utilization is expected to revert to
its long-term averages, which, in turn, lowers the
risk of inflation.

Inventory-to-sales ratios were at historic lows in
2003, indicating that goods needed to be replaced
quickly. As a result, increased investment and
employment translated to a $53.4 billion rise

in business inventories in 2004, followed by an
increase of about $19.7 billion in 2005 and an
estimated $42.1 billion the following year. As busi-
ness leaders approach the pending slowdown with
caution, inventory growth will slide to $35.5 billion
in 2007.



After peaking at 2.1 million housing starts in 2005,
the housing market tapered off abruptly to 1.8 mil-
lion units in 2006. Rising mortgage rates and fore-
closures in pockets throughout the country have
dampened housing starts. With the stabilization of
mortgage rates in the short term, housing starts
will total 1.6 million in 2007, comparable to the
number in 2001.

Typically, U.S. home buyers spend up to one-third
of their annual income on mortgage payments,

while in other parts of the world they spend about
half of their income. With new federal regulations
on the horizon, it is unlikely that lending institu-
tions will be able to rely on the creative financing
options of the past.

Government Spending and Net Exports

Real government consumption and investment
account for about 19% of GDP, while net exports
account for approximately -6%.

2007 Colorado Business Economic Outlook

In 2001, the federal budget showed a positive
balance of $128 billion. Deficits occurred in each
of the three subsequent years, topping out at $413
billion in 2004. As a result of an improved econ-
omy and higher tax revenues, the 2006 deficit is
expected to drop to $252 billion; however, with

an imminent slowdown in economic activity, an
increase is projected, to $275 billion, in 2007. In
the near term, defense and homeland security costs

continued on page 10

CHANGES IN COLORADO NONAGRICULTURAL WAGE AND SALARY EMPLOYMENT

(In Thousands)

2006 Percentage 2007 Percentage

Sector 2005 2006° 2007° New Jobs® Change New Jobs® Change
Natural Resources and Mining 171 20.7 23.0 3.6 21.1% 23 11.1%
Construction 160.1 167.3 170.3 7.2 4.5 3.0 1.8
Manufacturing 150.6 150.3 150.2 -0.3 -0.2 -0.1 -0.1
Trade, Transportation, and Utilities 413.5 422.4 428.2 8.9 2.2 5.8 14
Information 77.3 75.7 76.0 -1.6 -2.1 0.3 0.4
Financial Activities 158.1 161.5 163.8 3.4 2.2 2.3 1.4
Professional and Business Services 316.2 331.2 345.1 15.0 4.7 13.9 4.2
Educational and Health Services 2245 229.0 233.5 4.5 2.0 4.5 2.0
Leisure and Hospitality 257.3 263.1 267.7 5.8 2.3 4.6 1.7
Other Services 88.6 89.5 90.7 0.9 1.0 1.2 1.3
Government 363.0 368.0 372.5 5.0 14 4.5 1.2
Total 2,226.3 2,278.7 2,321.0 52.4 2.3% 42.3 1.9
Estimated.
®Forecast.

Note: Due to rounding, the sum of the individual sectors may not equal the total.
Source: Colorado Department of Labor and Employment and Colorado Business Economic Outlook Committee.
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continued from page 9

will remain high, while nondefense costs will rise
because of mounting costs associated with health-
care and entitlement programs. Real government
consumption and investment is projected to grow
by 2.1% in 2006 and 1.9% the following year.

During 2006, U.S. exports have benefited from
improved global economic conditions and increas-
ingly free and fair trade. Double-digit export
growth is expected for both 2006 and 2007.

Unfortunately, rising oil costs caused a growing
trade deficit in 2006 as net exports reached -$629
billion. During the second half of 2006 prices
began to taper off and will show less volatility in
2007. As a result, net exports will approach -$615
million.

Major export opportunities exist in parts of Asia
Pacific, with the strongest growth rates in China,
Taiwan, and South Korea. High rates of growth

are also projected for Russia and select Eastern
European countries. There is some risk in doing
business in these markets, however, given concerns
about government stability and their ability to sus-
tain growth. Other areas of great concern are the
key markets in Western Europe, where many
economies are stagnant.

Prices

The monetary policy prescribed by the Fed over
the past couple of years has played a role in keeping
inflation in check. After reaching 3.5% in 2006, it is

10

expected to drop to 2.5% in 2007. This will occur as
a result of the slowing economy and lower energy
prices, although energy is somewhat of a wildcard.
Because housing is a key component in the compu-
tation of the CPI, a weaker housing market will
play an important role in reducing inflation risks.

Producer prices, as measured by the Producer Price
Index (PPI), have been driven up by higher energy
prices and input costs. The projected PPI growth
rate for 2006 is 3.5%. In 2007, it will drop back

to 2.2%.

Employment costs grew at a rate of 3% in 2006.
For the past couple of years, upside wage pressure
has been minimal, which has helped offset increas-
ing benefit and medical costs. The longer unem-
ployment rates remain in the range of the natural
rate (4.5% to 5%), the greater the chances that
wage pressure will accelerate. As a result, employ-
ment costs will increase 3.4% in 2007.

Employment and Population

Nationally, employment will increase by 1.5% in
2006, followed by a slightly lower rate of 1.4% the
next year. As a result of stronger employment in
2006, the unemployment rate dropped to 4.7%.
With fewer jobs being added in 2007, the unem-
ployment rate will again reach 5%.

In October 2006, the United States surpassed the
300 million mark in population. In 2007, popula-
tion is expected to grow 1%.

The Colorado Forecast

The sections that follow build on the information
about the national economy provided in this sec-
tion. Each segment provides data analysis, a sum-
mary of 2006, a forecast for 2007, and industry
specific insight into the significant factors influenc-
ing each of the industries. We trust this data and
analysis will prove useful in your business and
policy decision-making process. Various updates
and releases are made throughout the year and will
be available on the BRD web site (http://leeds
.colorado.edu/brd) or in our quarterly publication,
the Colorado Business Review.

In addition, the BRD compiles the Colorado
Business Leaders Confidence Index®. This report
measures expectations for the Colorado economy
on a quarterly basis. Since its inception in early
2003, the index has correctly tracked the concern of
Colorado business leaders about the nation’s entry
into the war in Iraq, greater confidence after the
initial phases of the war were completed, improv-
ing strength of the Colorado economy relative to
the national economy, recent impacts of hurricanes
in the Gulf Coast, and the current slowdown. We
welcome your participation in the survey.
Additional information about participating on the
panel and quarterly updates are available through-
out the year at www.blci.com. %=



Population, Labor Force, and Personal Income

Colorado has long been regarded
as a great place to live and work
because of its quality of life. The size
of our state, as measured by popula-
tion, is dictated by increases in the
natural rate and net migration.

Population increases resulting from
changes in the natural rate (the dif-
ference between resident births and
deaths) occur each year in direct rela-
tionship to the size and age of the
population. In 2007, projections are
for 70,000 births and 29,300 deaths,
for a natural rate of increase of 40,700.

For the period 1996-2005, the pop-
ulation increased by 552,100 people
due to net migration (the difference
between the number of people mov-
ing into Colorado and the number of
people moving out of the state). For
the same period, the state population
increased by 359,700 people because
of changes in the natural rate of
increase. Between 1996 and 2001, net
migration accounted for about two-
thirds of the change in population.
However, when Colorado entered
the most recent recession in 2001,
demands for jobs decreased and net
migration accounted for less than
half of the change in the state popu-
lation. As the economy began to
improve in early 2004, the demand
for jobs increased. In turn, net

migration also increased. In 2007,
about 57% of the population change
will be attributed to net migration.
This will be the first time since 2001
that net migration has contributed
more to the population growth of the
state than the natural rate of increase.

In 2007, about 94,700 people will be
added to the state population, bring-
ing the total to approximately 4.9
million people. Colorado’s popula-
tion will increase at a rate of 2%,
compared to a growth rate of about
1% for the United States.

Between 1996 and 2005, the popu-
lation grew at a compound annual
growth rate (CAGR) of 2.1%, while
the labor force increased at a rate of
2.2%. In 2007, the population will
climb at a slightly higher rate than
the labor force, 2% vs. 1.9%, as net
migration increases at its fastest rate
since 2001.

In 2006, the increase in the labor
force exceeded the absolute popula-
tion growth. As a result, the unem-
ployment rate decreased to 4.5%. In
2007, the opposite will happen and
population growth will exceed the
growth of the labor force. As a result,
the unemployment rate will increase
to 4.8%.

continued on page 13
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COMPONENTS OF COLORADO RESIDENT POPULATION

1997-2007
(In Thousands)
Births Deaths Natural Net Population
Year (Resident) (Resident) Increase Migration Change
1997 56.3 25.9 30.4 63.1 93.5
1998 57.7 26.3 314 75.1 106.6
1999 60.7 26.5 342 79.3 113.5
2000 63.9 27.0 36.9 735 1104
2001 66.5 27.9 38.6 81.9 120.5
2002 67.8 28.8 38.9 36.0 74.9
2003 69.0 29.0 40.1 24.9 65.0
2004 68.5 29.0 394 26.8 66.2
2005 69.0 29.0 399 29.5 69.5
2006° 69.4 29.0 40.4 32.0 72.4
2007° 70.0 29.3 40.7 54.0 94.7
*Estimated.
“Forecast.

“Due to rounding, the sum of the individual components may not equal the total.
Source: U.S. Department of Commerce, Bureau of the Census; Colorado Division of Labor and Government,
Demographic Section; and Colorado Business Economic Outlook Committee.

ESTIMATED RESIDENT POPULATION, COLORADO AND UNITED STATES

1997-2007
(Base Year: 1997=100)
Colorado United States

Resident Resident

Population Population
Year Index (In Thousands) Index (In Thousands)
1997 100.0 3,995.9 100.0 272,647
1998 102.7 4,102.5 101.2 275,854
1999 105.5 4,216.0 102.3 279,040
2000 108.3 4,326.4 103.5 282,193
2001 111.3 4,447.0 104.6 285,108
2002 113.2 4,521.9 105.6 287,985
2003 114.8 4,586.8 106.7 290,850
2004 116.4 4,653.0 107.7 293,657
2005 118.2 4,722.5 108.7 296,410
2006% 120.0 4,794.9 109.8 299,375
2007° 122.4 4,889.6 110.9 302,368

#Based on July 1 annual population figures.

PForecast.

Source: U.S. Department of Commerce, Bureau of Economic Analysis; and Colorado Business
Economic Outlook Committee.
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COLORADO RESIDENT LABOR FORCE
1997-2007
(In Thousands)

Labor Force 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006” 2007°

Colorado Labor Force 2,150.2 2,241.8 2,264.1 2,365.0 2,3953 2431.2 24632 25104 25479 2,630.2 2,704.0

Unemployed 70.1 86.1 66.0 64.8 91.8 138.0 151.2 139.6 128.7 117.6 128.4

Unemployment Rate (%) 3.3 3.8 2.9 2.7 3.8 5.7 6.1 5.6 5.0 4.5 4.8

Total Employment 2,080.0 2,155.7 2,198.1 2,300.2 2,303.5 2,293.2 2,312.0 2,370.8 2,419.2 25126 2,575.6

®Estimated.

PForecast.

Note: There are slight differences between the LAUS data series and the CES employment data series used throughout the rest of this booklet.

Source: Colorado Department of Labor and Employment (LAUS data) and Colorado Business Economic Outlook Committee.

COLORADO NONAGRICULTURAL WAGE AND SALARY EMPLOYMENT
1997-2007
(In Thousands)
Sector 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007°

Natural Resources and Mining 13.2 13.4 12.3 12.2 12.9 12.9 13.2 14.4 17.1 20.7 23.0
Construction 120.5 134.6 148.5 163.6 167.7 160.4 149.9 151.3 160.1 167.3 170.3
Manufacturing 186.9 1914 187.4 188.9 179.5 163.8 153.9 151.8 150.6 150.3 150.2
Trade, Transportation, and Utilities 381.3 392.4 404.9 418.9 423.0 412.1 404.5 406.6 4135 422.4 428.2
Information 73.7 86.4 97.0 108.4 107.3 92.9 84.6 81.2 77.3 75.7 76.0
Financial Activities 135.2 142.8 147.4 147.0 148.3 149.5 154.1 154.6 158.1 161.5 163.8
Professional and Business Services 273.3 283.1 302.4 318.8 312.3 296.2 292.0 304.1 316.2 331.2 345.1
Educational and Health Services 178.2 182.9 186.9 192.8 200.8 208.5 213.0 218.5 224.5 229.0 233.5
Leisure and Hospitality 226.6 231.0 238.5 246.0 247.2 247.0 245.6 251.3 257.3 263.1 267.7
Other Services 75.7 77.3 79.0 80.2 83.8 85.6 85.9 87.4 88.6 89.5 90.7
Government 315.6 322.3 328.4 337.0 344.1 355.4 356.2 358.5 363.0 368.0 372.5
Total®® 1,980.2 2,057.6 2,132.6 2,213.8 2,226.9 2,184.2 2,152.8 2,179.6 2,226.3 2,278.7 2,321.0
®Estimated.
PForecast.

°Nonagricultural self-employed, unpaid family workers, and domestics are excluded from the total.
“Due to rounding, the sum of the individual sectors may not equal the total.
Source: Colorado Department of Labor and Employment (CES Data) and Colorado Business Economic Outlook Committee.
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Population, Labor Force, and Personal Income

continued from page 11

In 2007, the sectors of the economy with the
highest absolute growth will be Professional and
Business Services; Trade, Transportation, and
Utilities; Leisure and Hospitality; Educational and
Health Services; and Government. Nonfarm wage
and salary employment for 2007 will grow at a rate
of 1.9%, reflecting an addition of 42,300 jobs. On
the downside, the Information Supersector will
only add 300 jobs, while Manufacturing will show
a decrease of 100 jobs.

From 1997-2005, Colorado personal income grew
at a CAGR of 6.2%, compared to 5% for the United
States. Because the Colorado economy is projected
to have population and employment increases at a
rate greater than the U.S. in 2006 and 2007, the
state will outpace the nation in its personal income
growth rate, with increases of 6.3% and 6%,
respectively.

TOTAL PERSONAL AND PER CAPITA INCOME, COLORADO AND UNITED STATES
1997-2007
(Base Year: 1997=100)

Colorado United States
Total Personal Per Total Personal Per
Year Index (Billions) Capita® Index (Billions) Capita”
1997 100.0 $107.9 $26,846 100.0 $6907.3 $25,334
1998 109.8 118.5 28,784 107.4 7,415.7 26,883
1999 119.5 128.9 30,492 112.9 7,796.1 27,939
2000 133.9 144.4 33,371 121.9 8,422.1 29,845
2001 141.6 152.7 34,493 126.2 8717.0 30,574
2002 141.9 153.1 34,027 128.5 8,872.9 30,810
2003 143.6 154.9 34,056 132.5 9,150.9 31,463
2004 152.6 164.6 35,766 140.7 9,717.2 33,090
2005 162.0 174.8 37,459 148.0 10,224.8 34,495
2006" 172.2 185.8 39,107 157.2 10,858.7 35,943
2007¢ 182.5 196.9 40,749 166.5 11,499.4 37,345

#Based on July 1 annual population figures.
PEstimated.

‘Forecast, includes adjusted to account for anticipated population revisions.

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Colorado Business Economic Outlook Committee.
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Similarly, Colorado per capita personal income
increased at a CAGR of 4.3%, compared to the
national rate of 3.9% for the period 1997-2005.
Colorado will grow at about the same rate in 2006
and 2007. Projected per capita income is $39,107 in
2006 and $40,750 next year.

While the Colorado and U.S. economies are closely
linked, Colorado has a greater concentration of
technology-based, high-wage industries. Because
the recent recession centered around the tech sec-
tors, it had a more dramatic impact on Colorado.

The following data help illustrate that point. In
January of 1990, approximately 7.6% of the state’s
workforce was classified as technology based. At its
peak in January 2001, this percentage had climbed
t0 9.4%. In August 2007, it had dropped to 7.4%.

From an employment perspective, the story is more
dramatic. In January of 1990, technology workers
in Colorado totaled 97,600. By February of 2001,
the number had soared to 179,500. Technology
employment bottomed out at 139,800 workers in
January 2004. In August 2006, this segment of
workers had increased to only 145,700 workers.

Despite this drastic decline in tech workers, in
August 2006, Colorado had a location quotient
of 1.42 for tech workers, which indicates a much
higher concentration of tech workers than the
nation. If the future is in knowledge-based, “neck
up” jobs, Colorado has an existing advantage.
Colorado’s challenge is to continue to foster job
creation, research and development, and work-
force development to maintain and enhance that
advantage. <=

13



2007 Colorado Business Economic Outlook

Agriculture

Drought was a dominant feature of Colorado
agriculture in 2006. Beyond very poor dry-
land crop yields, irrigation water restrictions were a
serious problem in some areas of the eastern plains
and mountain valleys. Drought and abnormally
high temperatures also caused pasture and range
conditions in Colorado to deteriorate quickly dur-
ing the summer. Still, rather strong livestock prices
continued to underpin the agricultural economy in
Colorado during 2006.

The agriculture industry also established its role as
a fuel producer during 2006, expanding beyond the
traditional role of providing food and fiber. Buoyed
by high energy prices, ethanol production has
surged, even in Colorado, which has been tradition-
ally a feed grain deficit state. Ethanol will impact
Colorado agriculture directly and indirectly. For
the next few years, total receipts from the sale of
Colorado’s crops will increase significantly, but
government program payments to crop producers
will decline. Livestock producer net income will be
pressured as producers face higher feedstuff costs.

Livestock prices in 2006 were generally below 2005
prices. Crop prices, however, were up compared to
levels of recent years, but drought reduced total
production, especially for wheat. Still, the Colorado
agriculture industry will record an estimated net
farm income of just under $1 billion for 2006.
Cattle prices will decline some during 2007, with
most of the decrease occurring in calf and yearling
prices. A return to normal weather, coupled with
higher grain prices, should increase receipts from
crop sales by about 2% in 2007, to $1.7 billion.
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Colorado net farm income is expected to dip to
about $700 million in 2007—the state’s lowest

level since 2002. High fuel and fertilizer costs
remain a concern and are having a strong negative
impact on many grain farmers in the state.
Livestock producers will face much higher feedstuft
costs due to increased utilization of corn for
ethanol production.

Livestock remains Colorado’s largest agricultural
sector, representing more than 70% of all farm gate
sales. Cash receipts from cattle are the largest sec-
tor, and receipts for 2006 will exceed $3 billion for
the third consecutive year. Although Colorado fed

cattle marketings may decline slightly in 2007, the
average steer and heifer price is projected to be

one of the highest recorded. Drought in 2006 dra-
matically slowed cyclical cattle herd rebuilding in
Colorado and across the nation. With normal
weather in 2007, many producers will again attempt
to rebuild breeding herd numbers. The biggest risk
to lightweight cattle prices in 2007 will be high
feedstuff prices, which will negatively impact the
economics of feeding out lightweight cattle.

Dairy is becoming an increasingly important part
of Colorado’s agricultural economy. Dairy cattle
numbers in Colorado have grown by about 3%

COLORADO CASH RECEIPTS FROM FARMING AND RANCHING
1999-2007
(In Millions of Dollars)

Value of Gross Value
Total Value Services and Government  of Farm
Year Livestock Crops of Production Forestry? Paymentsb Revenue
1999 $3,015.8 $1,341.8 $4,357.6 $578.7 $374.2 $5,310.5
2000 3,325.3 1,229.2 45545 559.2 351.4 5,465.1
2001 3,303.5 1,417.9 4,721.4 603.0 320.1 5,644.5
2002 3,208.1 1,319.4 45275 695.4 211.0 5,433.9
2003 3,445.8 1,442.7 4,888.5 661.9 319.9 5,870.3
2004 4,237.5 1,407.8 5,645.3 633.5 221.2 6,500.0
2005 4,157.0 1,476.3 5,633.3 713.2 381.6 6,728.1
2006° 4,160.0 1,630.0 5,790.0 680.0 236.0 6,706.0
2007¢ 3,990.0 1,695.0 5,685.0 715.0 100.0 6,500.0

4Includes sales of forest products, custom feeding fees, custom harvet fees, and other farm income.
PIncludes farm program payments made directly to farm producers.

Estimated.
YForecast.

Source: Colorado Agricultural Statistics Service and Colorado Business Economic Outlook Committee.



annually over the past five years and now are
approaching 115,000 head. Colorado ranks 15th in
milk production in the United States and is consis-
tently ranked in the top three for milk production
per cow. In particular, Colorado is experiencing a
significant increase in organic dairy production,
which is helping to drive organic hay and grain pro-
duction. Dairy prices in 2007 will remain fairly flat,
averaging about $12.50 per cwt. and putting the

value of statewide production at some $360 million.

Lamb prices in 2006 were below expectations,
especially for the first half of the year. For the year,

prices were about 15% below 2005 prices and the
lowest since 2002. Prices will likely hold steady for
feeder lambs in 2007, while slaughter lamb prices

post increases, especially in the first half of the year.

Total sales of wool and lamb will be around $125
million. In 2007, hog prices will average about 3%
below 2006, while U.S. production will increase
2-3%. In recent years, the U.S. pork industry has
benefited from robust exports. Strong export mar-
kets have compensated for declining domestic con-
sumer demand for pork. Total Colorado hog sales
for 2007 will be off about 2%, at $210 million. Egg

COLORADO FARM INCOME AND PRODUCTION EXPENSES
1997-2007
(In Millions of Dollars)

Gross Value of Total Farm Net Farm
Year Farm Revenue Production Expenses Income
1997 $5,010.4 $4,306.3 $704.1
1998 5,048.7 4,165.9 882.8
1999 5,310.5 4,362.0 948.5
2000 5,465.1 4,675.0 790.1
2001 5,644.5 4,363.9 1,280.6
2002 5,433.9 4,721.5 712.4
2003 5,870.3 4,885.6 984.7
2004 6,500.0 4,983.2 1,516.8
2005 6,728.1 5,512.0 1,216.1
2006° 6,706.0 5,750.0 956.0
2007" 6,500.0 5,800.0 700.0
®Estimated.
PForecast.

Source: Colorado Agricultural Statistics Service and Colorado Business

Economic Outlook Committee.
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production and prices will remain fairly steady,
with poultry and egg receipts for 2007 projected at
about $120 million.

Total livestock sales will be down in 2007 from
levels recorded during the past three years, coming
in just under $4 billion. This is due primarily to
lower cattle prices. Most of the livestock industry,
however, should experience another profitable year
in 2007.

The U.S. corn crop is forecast at 10.9 billion
bushels. Although 2% below 2005 levels, produc-
tion in 2006 is on track to be the third-largest crop
on record. Colorado’s production is expected to be
down about 10% in 2006. It is anticipated that con-
tinued pressure on fuel and fertilizer costs com-
bined with water supply issues will be mitigated
somewhat by increased demand to support fuel
production, resulting in higher crop prices. The
crop is expected to remain constant in 2007. With
prices anticipated to be above current levels, cash
receipts from the state’s corn crop are projected

to total $270 million in 2007—a level consistent
with 2006.

Colorado currently has three ethanol plants in
operation with a capacity of 110 million gallons
per year. This growth in ethanol production in the
state and across the nation is responsible for the
increased demand and price of corn. While this
trend is positive for corn producers, it does have
economic impacts on the livestock feeding sector
in the form of higher feed prices. The full effect of
these new ethanol facilities on Colorado’s corn
industry is still unknown.

continued on page 16
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continued from page 15

Wheat harvests in Colorado have been disappoint-
ing in five of the last six years. Drought or abnor-
mally hot weather has driven yields far below
expected norms. U.S. wheat production of 1.8 bil-
lion bushels in 2006 was roughly 14% below the
2005 level. Colorado wheat production declined
23%, from 54 to 42 million bushels. This was
driven by a combination of acreage decline and
disappointing yields per harvested acre that
decreased to 21.6 bushels per acre from 24.4
bushels in 2005 and 27.4 bushels in 2004. Tighter
supplies have added value to the 2006 wheat crop,
with spot prices approaching $5.00 per bushel.
Good fall precipitation means that Colorado’s 2007
crop appears to have excellent potential. Assuming
the average of recent years’ yields and continued
strong prices of $4.10 to $4.60 per bushel, expect

a crop of about 50 million bushels and sales of
$215 million.

Most Colorado agriculture program payments
have historically been received by crop producers,
especially corn and wheat farmers. Due to higher
crop prices, those payments will decline compared
to 2006, and crop-specific price support payments
will likely not be required. Overall, government
payments to Colorado producers in 2007 will
decrease by an estimated $136 million compared
to 2006 and $280 million less than in 2005.

Hay remains Colorado’s largest crop in terms of
value ($480 million) but due to on-farm use, actual
cash receipts are about one-half of that value.
Colorado’s alfalfa production in 2006 fell by an
estimated 9%, to 2.7 million tons, largely due to a
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combination of winter-kill in the San Luis Valley
and drought throughout Colorado. The drought
conditions also limited forage production from
pasture and rangeland in the state. Additionally,
bordering states increased demand for supplemen-
tal feeding of hay. Hay prices during 2006 generally
ranged from $100 to $135 per ton. Prices will
remain strong in 2007, averaging about $120 per
ton, with total cash receipts coming in at around
$245 million.

Potato producers in Colorado increased 2006
planted acreage by 800 acres, to 64,000 acres and
production is expected to be in the 22-25 million
cwt. range. Due to a marginal increase (2.7%) in
U.S. planted acreage, prices are likely to remain at
or near the prior year level of $8.85 per cwt., with
total cash receipts estimated at $190 million. Expect
2007 production to be on par with current year
production and for prices to decline to the $8 per
cwt. range, lowering cash receipts to $180 million.

Sunflower production across the United States and
in Colorado is projected to decline precipitously in
2006; however, it is expected that production in the
state will increase in 2007. Total U.S. production
for 2006 is forecast at 2.1 billion pounds, down
from 4 billion pounds in 2005. Colorado harvest
acreage is down 55%, with yields expected to
decrease from 1,279 pounds per acre

to 1,145 pounds per acre, bringing the total pro-
duction in at about 1.1 million cwt. With prices in
the $12.50 per cwt. range for the 2006 crop, total
cash receipts are estimated at $13.3 million. Look
for Colorado production to increase to 1.6 million
cwt. in 2007 as prices remain steady.

Greenhouse/nursery sales, driven mostly by growth
in the turf grass and nursery industries, have been
one of Colorado’s fastest-growing sectors since the
early 1990s. Today, these sales exceed the sales from
more traditional crops such as corn and wheat.
Sales in 2007 are expected to remain at about

$300 million.

Other crops that have done well in recent years
include specialty vegetables. Production is expected
to remain steady in the Front Range area, with
farmers markets and other direct marketing oppor-
tunities providing ideal venues for sales. Look for
sales of specialty vegetables to be about $80 million
in 2007. Expect dry beans, onions, sugar beets, and
fruit receipts to remain fairly steady in 2007.

Colorado’s agriculture industry is very diverse,
and its profitability is subject to influences beyond
our borders. The opening and/or closing of export
markets, global economic growth, and agricultural
trade and policy decisions are just a few of the
factors that have the potential to impact Colorado
agriculture, both positively and negatively. Agri-
cultural policy in 2007 will likely revolve around
development of the next Federal Farm Bill.
Nonetheless, the fate of Colorado’s agricultural
complex will depend largely on local growing
conditions. The one constant, however, is that
every year will bring its own unique set of chal-
lenges and opportunities. ==



Natural Resources and Mining

0il, Gas, and Carbon Dioxide

Colorado and the Rocky Mountain region con-
tinue to experience a boom in the energy sec-
tor, which is expected to extend throughout 2007.
As a result, energy markets are anticipated to
undergo greater volatility in commodity prices for
the next year or two. The combination of price
volatility, growing demand, and tighter supplies will
adversely impact many business sectors in the state.

The total value of oil, gas, and carbon dioxide pro-
duction in 2005 was $9.6 billion, representing a
399% rise over the 2004 value of $6.9 billion. This

increase resulted from a significant surge in both
production volume and commodity price. The
value of oil, gas, and carbon dioxide production
for 2006 is expected to decrease to $8.8 billion
(-7.5%), primarily due to a decline in price. The
value of this production is forecast at $10 billion
for 2007, assuming modest production growth and
stable commodity prices.

Although oil prices have moderated somewhat
from the 2006 summer peak of $78 per barrel, the
U.S. Energy Information Administration (EIA)
projects that oil prices for 2006 and 2007 will

PHYSICAL OUTPUT OF FOSSIL FUELS
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continue to average around $70 per barrel. The
Colorado Oil and Gas Conservation Commission
reports that oil price has averaged about $63 per
barrel for the first two quarters of 2006. Oil demand
growth, particularly from the United States and
China, is one factor contributing to this compara-
tively high forecasted price. Demand growth is pro-
jected to exceed non-OPEC (Organization of the
Petroleum Exporting Countries) supply, while only
limited increases in surplus production capacity
from OPEC are expected during 2006 and 2007.

continued on page 18

1997-2007
(Base Year: 1997=100)
Coal Crude Crude Oil Natural Natural Gas Carbon Carbon Dioxide
Coal Millions of Oil Millions of Gas Billions of Dioxide Billions of
Year Index Short Tons Index Barrels Index Cubic Feet Index Cubic Feet
1997 100.0 27.4 100.0 25.6 100.0 637.4 100.0 332.3
1998 108.0 29.6 87.5 22.4 109.2 696.3 110.7 367.7
1999 109.5 30.0 72.3 18.5 113.4 722.7 91.7 304.7
2000 106.2 29.1 72.3 18.5 118.1 753.0 935 310.7
2001 121.9 334 64.5 16.5 128.2 817.2 91.6 304.3
2002 128.1 35.1 69.1 17.7 147.1 937.3 88.8 295.0
2003 130.7 35.8 82.4 21.1 158.7 1,011.3 92.4 307.2
2004 145.3 39.8 87.1 22.3 166.6 1,062.2 102.4 340.3
2005 138.0 37.8 88.3 22.6 172.3 1,098.0 108.4 360.1
2006° 125.9 345 89.5 22.9 180.9 1,152.9 113.8 378.1
2007° 138.7 38.0 90.6 23.2 189.9 1,210.6 119.5 397.0
*Estimated.
PForecast.

Source: Colorado Geological Survey Mineral and Minerals Fuel Activity Reports, Colorado Oil and Gas Conservation Commission, Department of
Minerals and Geology, and Colorado Business Economic Outlook Committee.
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continued from page 17

The resulting tight supply-demand balance will
continue to raise concern about potential supply
disruptions and sustain current pricing patterns.

The average retail price of automotive gasoline in
Colorado has fallen from its August 2006 high of
$3.03 per gallon to $2.55 per gallon in early
October, which is $0.04 lower than a year ago. This
downward trend is expected to continue through
January 2007 before rising again into the summer.
Colorado prices do not respond as quickly as the
national price corrections because of a lack of local
refining capacity and other factors. Local prices will
continue to vary seasonally in response to man-
dated fuel requirements.

The Colorado Oil and Gas Conservation Commis-
sion (COGCC) reported that natural gas prices
averaged $6.06 per thousand cubic feet (Mcf) for
the first 10 months of 2006. This is down from the
$6.81 per Mcf average for the same period in 2005.
The October 2006 price in Colorado has fallen to
$3.22 per Mcf. Although this year’s heating season
is expected to begin with natural gas inventories at
their highest levels since 1990, EIA projects prices
will rise by about 10% in 2007 as the need for win-
ter heating fuel grows. Natural gas consumption in
2006 is expected to fall slightly below 2005 levels
due to warmer than normal weather earlier in
2006. However, a return to normal weather pat-
terns and sustained high oil prices are expected to
result in natural gas prices averaging about $6.70
per Mcf for 2007.
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It is estimated that energy companies spent more
than $1 billion in 2005 on drilling oil and gas wells
in the Rocky Mountain region, many of which
were drilled in Colorado. With energy prices reach-
ing record highs, most companies see the gas-rich
Rocky Mountains as a strategic opportunity to
expand their production and reserves base. The
COGCC reports 4,573 drilling permits were
approved in 2005, representing nearly a 57%
increase over the 2,917 permits approved in 2004.
It is expected that approximately 5,500 drilling
permits will be approved in 2006—a 24% increase
over the previous 2005 high. If this activity level
continues, it is likely that another 6,000-7,000 per-
mits will be processed in 2007, assuming oil and
gas prices remain strong and the state economy
continues to expand.

Drilling on the Roan Plateau in Garfield County
continues to be of strategic importance to Colorado
as well as the nation. The Department of Natural
Resources presented an innovative management
plan to the Bureau of Land Management that strives
to successfully balance the needs for energy devel-
opment and preserve critical environmental areas.

The average retail price of automotive
gasoline in Colorado has fallen from its
August 2006 high of $3.03 per gallon to
$2.55 per gallon in early October.
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The Denver Basin located in eastern Colorado is
one of the nation’s most important oil and natural
gas provinces. Nearly 12,000 oil and gas wells in
the basin supply about 30% of the natural gas
consumed by communities along the Front Range.
In late 2005, COGCC amended the existing well
spacing rule to enable companies to increase the
number of wells drilled in the area. As a result, the
2.4 trillion cubic feet (Tcf) recoverable gas reserves
previously estimated for the Denver Basin’s Greater
Wattenberg Area is projected to increase by an
additional 1.6 Tcf or a total of 4 Tcf in recoverable
gas reserves.

Although critical to meeting demand growth,
development plans in both the Piceance and
Denver basins will exacerbate the state’s existing
labor and equipment shortages, as well as tighten
the supply of cement and hydraulic fracture sand
used to complete oil and gas wells for production.
The fast pace of energy development in Colorado
has raised concerns about the potential for land-
use conflicts. Public and local governments have
become increasingly more concerned about issues
such as noise, traffic, dust, and well site reclamation
resulting from this development. This, in turn, has
placed additional pressure on state agencies, such
as COGCC, to educate and inform the public
about the comprehensive body of rules and regula-
tions that already exist to protect public health and
safety with respect to oil and gas development in
the state.



Coal

The Colorado coal industry fell short of meeting
production expectations in 2005. After predicting
40 million tons, the forecast fell 5% short as the
coal mines produced 37.8 million tons of coal in
2005. This resulted from several mining difficulties
encountered in the mines of the North Fork Valley
near Paonia. In the first quarter of 2006, a fire at
West Elk Mine, geologic problems at Elk Creek
Mine, and general production problems at the
Bowie Mine resulted in a 2.9 million ton shortfall
in production from the North Fork mines com-
pared to the first quarter of 2005. These problems
have now been resolved.

In December 2005, Peabody Energy closed two
Routt County surface mines that fed the Hayden
Power Station. Its Twentymile Mine, which was
expected to increase production to feed the Hayden
Power Station, had problems due to the replace-
ment of aging equipment. Twentymile had a record
production year in 2005, setting new state coal
production records for both annual production
(9.4 million tons) and monthly production

(1.1 million tons in December 2005). Electricity
use by the Hayden Power Station customer base
has climbed 13% in the last decade. The number

of customers has increased by 20%, while peak
demand has soared more than 60%. To meet this
demand, more base-load electrical generation from
coal must be found.

The EIA reports that spot coal prices on the
marketplace dropped slightly in 2006, after rising
steadily for the four previous years. Colorado’s coal

is traded on the national market as a “low sulfur,
high Btu” product. Spot coal sold at $37 per ton in
2005, whereas in late October 2006 it was selling at
$36.50 per ton. Most of Colorado’s coal is sold on
long-term contracts with utility firms that can be
anywhere from 2 to 25 years in duration. These
contracts sell at lower rates than the spot price, and
in 2006 the price for federally leased Colorado coal
was about $22 per ton. This price has slowly
increased from $12 per ton five years ago.

One bright spot in Colorado’s coal industry today
is the employment figures. Although the number
of mines has fallen over the past few years, the
number of miners has increased. According to the
Colorado Division of Reclamation, Mining and
Safety, as of July 2006, a total of 2,070 miners were
employed at Colorado coal mines. This is the high-
est number of coal miners employed in Colorado
since 1988. To supply the Hayden Power Plant and
its long-standing customers in the Midwestern
states, Peabody is installing a longwall to mine
more than 10 million tons per year. This equip-
ment will be in place by the end of 2006.

Rail transport of coal has improved. More than
31 million tons of coal were hauled through the

In 2005, about 25% of Colorado coal was
consumed in state, and the remainder was
shipped to 27 other states and foreign
countries.
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Moffat Tunnel in 2005, although train loadings

are down in 2006. The 2005 record number was
achieved because the Union Pacific Railroad
recently completed several new projects to handle
larger volumes of coal traffic. The Union Pacific
Railroad completed a by-pass rail line around the
north side of Denver in 2005 that increases rail
capacity by an additional seven coal trains per day.
New, more efficient coal cars are being made of
aluminum instead of steel, making them lighter for
transport. The mile-long coal trains are also made
more efficient by using distributed power (i.e., the
train engines are located not just at the front of the
train, but also in the middle and at the end of the
line as well). This helps the coal trains move
through the steep Colorado mountains easier. In
2005, about 25% of Colorado coal was consumed
in state, and the remainder was shipped to 27 other
states and foreign countries.

Another priority of the coal mining industry is
safety. In response to several accidents at eastern
coal mines earlier this year, the federal government
passed the Miner Act of 2006, which implements
important new safety laws to protect underground
miners in emergency situations. Efforts have been
made to ensure that Colorado coal mines are safe;
the last coal mine fatality was in 2000.

The state’s production capacity is approximately
40 million tons. As of September 2006, the coal
mines are again operating faster than the rail
transportation can haul it. Estimates for Colorado

continued on page 20
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continued from page 19

coal production in 2006 are 34 million tons, a 9%
drop in production from last year. The Colorado
Geological Survey estimates that the value of
Colorado coal produced in 2006 will be $759
million. The forecast for 2007 shows the Colorado
coal industry on a healthy rebound from the inter-
mittent production year of 2006. The Colorado
Geological Survey forecasts that production will be
around 38 million tons in 2007. At $22.5 per ton,

the value for coal produced will be approximately
$855 million. Rail transportation has improved;
the coal mines are operating at near full capacity as
of October 2006; and demand for Colorado’s low
sulfur, low mercury, high Btu coal is strong. Coal
prices are high but stable for the foreseeable future.

Minerals and Uranium

The mining industry has been one of the most
productive sectors in both the national and
Colorado economies during the last three years.
Rising commodity prices have given a boost to
Colorado’s producers of gold, molybdenum,
cement, and other raw materials. In 2005, the
Colorado Geological Survey estimated a total value
of nonfuel mineral production in Colorado of $1.5
billion, a 60% increase over the 2004 production
value. Nonfuel mineral production and employ-
ment will increase again in 2006 and 2007 due to
the continued rise in metal prices and the com-
mensurate increases in gold and molybdenum pro-
duction and value. The total value of nonfuel
mineral production is expected to top $1.6 billion
in 2006 and $1.7 billion in 2007, which will break
the previous record of $1.5 billion set in 2005.
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VALUE OF COLORDO NONFUEL MINERALS AND

URANIUM PRODUCTION
1997-2007
(In Millions of Dollars)
Year Nonfuel Minerals ~ Uranium Total
1997 $523 $3.5 $526.5
1998 604 4.9 608.9
1999 555 2.4 557.4
2000 596 0.5 596.5
2001 540 0.0 540.0
2002 629 0.0 629.0
2003 702 0.4 702.4
2004 949 2.0 951.0
2005 1,522 7.0 1,529.0
2006° 1,600 0.0 1,600.0
2007° 1,675 250  1,700.0
®Estimated.
PForecast.

Source: US Geological Survey, Mineral Survey Reports.

Prices for molybdenum skyrocketed and then set-
tled to a more stable level over the past three years.
Phelps Dodge Corporation’s Henderson Mine in
Clear Creek County is North America’s largest
primary producer of molybdenum. As of early
October, the average 2006 price for molybdic oxide
was approximately $25 per pound, down 32%
from the 2005 level of $37 per pound, but still four
times the average price of $6.12 per pound in 2003.
The mine and ore processing mill added a third
work shift in 2004 and now employs approximately
500 people. In 2005, the mine produced 32 million
pounds of molybdenum, with a production value
of about $828 million. In 2006, Henderson is fore-
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cast to produce approximately 37 million pounds
for an estimated value of $925 million. Production
in 2007 will increase to 40 million pounds. Phelps
Dodge plans to reopen its Climax Mine near
Leadville by 2009. Initial plans indicate that the
Climax Mine could produce up to 20 million
pounds of molybdenum per year. Prices for molyb-
denum and other industrial metals should remain
high because of increasing demand in the rapidly
industrializing and populous nations of China
and India.

Gold prices continued to rise in 2006. Through
October, the average gold price was $600 per
ounce, while the average price in 2005 was $445
per ounce. This is good news for Colorado’s only
major gold mine, the Cripple Creek & Victor Mine
in Teller County. This world-class mine employs
about 320 people and produced 330,000 ounces
of gold in 2005. The Golden Wonder Mine in
Hinsdale County has an annual production of
about 25,000 ounces. Total gold production for
2006 and 2007 is expected to decline slightly, from
325,000 ounces to 315,000. Denver-based
Newmont Mining Corporation continues to be
the world’s largest gold mining company. Although
Newmont does not have any active mining opera-
tions in Colorado, the company employs several
hundred people at its headquarters and research
facilities in metro Denver. Several smaller mining
and mineral exploration companies have offices

in the Denver area and provide employment for
geologists, engineers, financial specialists, and sup-
port personnel. All of these are benefiting from
higher metal prices.



In spite of uranium prices rising from less than
$10 per pound in 2002 to over $50 per pound as of
October 2006, Cotter Corporation closed its four
operating uranium-vanadium mines near Naturita
in western Colorado’s famous Uravan mineral belt
in late 2005. Cotter Corporation cited high operat-
ing costs as a factor in the closure. International
Uranium Corporation recently announced that it
plans to reopen three uranium mines in the Uravan
mineral belt in 2007. Western Colorado uranium
deposits contain significant amounts of vanadium,
and this ferrous metal has seen sharp price
increases over the last two years, going from

$2.21 per pound in 2003 to $11.70 per pound in
October 2005 and settling in at approximately $8
one year later.

Construction aggregates include crushed stone,
gravel, and sand. In 2005, aggregate mines in
Colorado produced 60.4 million tons of construc-
tion aggregate, with a total estimated value of $327
million—=8% more than in 2004. The increase is

COLORADO NATURAL RESOURCES AND

MINING EMPLOYMENT
1997-2007
(In Thousands)

Total Natural Resources

Year and Mining Employment Percentage Change
1997 13.2 4.8%
1998 134 1.5
1999 12.3 -8.2
2000 12.2 0.8
2001 12.9 5.7
2002 12.9 0.0
2003 13.2 2.3
2004 14.4 9.1
2005 171 18.8
2006% 20.7 21.1
2007° 23.0 11.1

Estimated.

PForecast.

Source: Colorado Department of Labor and Employment and Colorado
Business Economic Outlook Committee.
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attributable to an increase in construction activity
fueled by improvements in the local economy.
Residential and commercial construction is fore-
cast to remain stable for 2006 and 2007, resulting
in a stable demand for aggregates (Reed Business
Information).

Centex Construction Product’s American Gypsum
operation 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 2 million
ton per year portland cement manufacturing plant
near Florence. These operations are forecast to
continue steady production in 2006 and 2007.

The value of Colorado’s cement production is
estimated to increase significantly because of
higher prices for the product. Global demand

for cement currently outstrips supply because

of strong construction growth in China and India,
and post-hurricane reconstruction in the Gulf
Coast region. <=
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Gonstruction

Ithough Colorado’s construction industry

remains very strong, a decline in the overall
rate of growth is expected due to slowdowns in the
residential and nonbuilding subsectors in 2006.
However, growth is anticipated to rebound next
year. Some retrenchment will occur in infrastructure
spending and single-family housing. Nonresiden-
tial building will continue its robust activity, and
multifamily housing has begun its recovery.

Within the past year, illegal immigration has been
a topic of heated debate, which included a special
legislative session to address the issue. Laws were
passed that will put more pressure on employers
who utilize entry-level, low-skilled labor. The con-
struction industry was identified as falling into this
category. It is estimated that about 20% of the
Colorado’s construction laborers are immigrants.
Whatever the eventual “solution” agreed upon in
the political arena, administrative costs in the con-
struction industry are likely to rise.

Overall, inflationary pressures on materials and
labor are starting to ameliorate. The shortage of
concrete has ended and is no longer a serious con-
cern. The cost of some inputs, such as lumber and
steel, are not expected to see price jumps signifi-
cantly larger than the overall inflation rate. Labor
costs will move sideways. The availability of labor
overall should improve as workers move out of the
housing market, which is the most labor-intensive
of the subsectors. It is unlikely, however, that there
will be a sufficient supply of skilled workers and
experienced supervisors.
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The surge in hiring during early 2006 tapered off
during the second half of the year. Despite this
modest cutback, the average for the year should be
about 167,300 workers, a 4.5% increase over the
2005 employment base. Only a small increase in
2007 is anticipated, due mostly to the drop off in
the labor-intensive housing subsector.
Construction firms are expected to add about
3,000 workers next year, pushing employment up
for the year, to 170,300, a 1.8% increase.

Single-Family Housing

The number of new single-family residential build-
ing permits in Colorado will finish 2006 down
sharply from the previous year, with the larger
Front Range metro areas from Colorado Springs
north to Fort Collins experiencing sharp declines.
The smaller Grand Junction and Pueblo metro
areas will post solid increases, and there will be lit-
tle change in single-family permits from 2005 to
2006 for Colorado’s resort areas and elsewhere.

COLORADO EMPLOYMENT
CONSTRUCTION AND STATE TOTAL
1997-2007
(In Thousands)

(Base Year: 1997=100)

Construction All Industries
Percentage Percentage

Year Number Index Change Index Change
1997 120.5 100.0 7.4% 100.0 4.2%
1998 134.6 111.7 11.7 103.9 3.9
1999 148.5 123.2 10.3 107.7 3.6
2000 163.6 135.8 10.2 111.8 3.8
2001 167.7 139.2 25 112.5 0.6
2002 160.4 133.1 -4.4 110.3 -1.9
2003 149.9 124.4 -6.5 108.7 -14
2004 151.3 125.6 0.9 110.1 1.2
2005 160.1 132.9 5.8 112.4 2.1
2006° 167.3 138.8 45 1151 2.3
2007° 170.3 141.3 1.8 117.2 1.9

*Estimated.

PForecast.

Source: U.S. Department of Labor, Colorado Department of Labor and Employment, Bureau of
Labor Statistics, and Colorado Business Economic Outlook Committee.



Mortgage interest rates rose sharply—by nearly 75
basis points from mid-2005 through mid-2006.
The combination of rate increases and rising
energy costs during the first half of the year pro-
vided a “shock” effect to Colorado’s housing mar-
kets. These impacts have reduced discretionary
income, which, in turn, has reduced new and resale
demand for homes in the middle price range.
These homes comprise the bulk of Colorado’s
housing activity. It also appears that the market
boost from “creative” home financing programs,
such as zero down payments, adjustable rate mort-
gages, and interest-only loans, has finally slowed.
High numbers of foreclosures are providing a sig-
nificant drag on new and resale housing activity as
the number of homes listed for sale has soared.

Although average annual increases in the price of
existing homes have been modest in Colorado since
2001, a growing share of the new home construction
remains larger homes at higher price points. The
more affluent baby boomers and others who were
least affected by the poor economy of the early
2000s were also most confident in the region’s
recovery and returned to the market to purchase
more expensive new homes. This trend is expected
to continue, and higher labor and material costs
will push average home prices higher in 2007.

Builders generally matched construction to new
home sales in 2006, so inventory levels remain
manageable and will not significantly suppress new
permit activity in 2007. However, the high volume
of resale homes on the market will act as a drag on
the market as move-up buyers will need more time
to sell their homes before buying a new one.

The new single-family housing market, which has
helped sustain the Colorado economy since the
employment decreases in 2002 and 2003, is finally
experiencing an overdue correction that will con-
tinue through 2007. Therefore, an 18% decline in
new single-family construction volume for 2006 is
projected, to a total of 33,000 permits. The benefits
of economic and employment growth in nonhous-
ing sectors will be offset by the drag of large num-
bers of resale homes for sale in most market areas.
Thus, the 2007 forecast of 32,500 single-family
permits reflects almost no change from 2006.

Multifamily Housing

Spurred by an expansion in condominium and
townhouse construction, multifamily permit activ-
ity is expected to reach 7,800 units in 2006, up 36%
from the total in 2005. Attached home sales mar-
kets in most areas performed better than the
detached sector, supporting a substantial gain in
new construction of multifamily units offered for
sale. Apartment production also expanded in 2006
but the numbers in this sector remain small as
developers await a full recovery in rental markets to
bring rents up to levels needed to support rising
costs of new construction.

A sustained recovery in rental markets continued
throughout the state in 2006. Markets firmed up
considerably in most mountain areas and the
Western Slope. Seasonal workers will face some of
the tightest markets in years in most resort areas.
Meanwhile, rental markets in many Western Slope
communities are squeezed by commuting resort
employees and oil and gas industry workers look-
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ing for apartments. Along the Front Range, rental
markets are firmly in recovery mode, although
some surplus units remain. Growing local
economies and renewed in-migration have boosted
apartment absorption, while recent low levels of
apartment production have facilitated restoring
balance to these markets.

While detached single-family markets have stum-
bled recently, attached sales have remained stable
or increased, supported by the search for affordable
alternatives for homeownership and supplemented
by investors and second home buyers. A shift in
demand for maintenance-free living, particularly
by the increasingly numerous mature empty-nester
baby-boomer buyers, is also shifting homeowner-
ship to multifamily. For-sale housing construction
accounted for almost 90% of multifamily activity
during 2006 in the Denver and Colorado Springs
areas.

Apartment builders have responded tentatively to
the firming rental markets. Many simply cannot
make their numbers work at today’s rents and costs
of construction. Rent concessions have become less
aggressive, and many landlords are phasing in rent
increases. Unfortunately, most have yet to achieve
“proforma” rents on units completed in the past few
years. This imbalance will delay a major resurgence
in apartment construction. However, a modest
increase in rental construction, coupled with
another good year for condominiums and town-
houses or even a small cutback in this latter sector,
should result in about 9,800 multifamily units
permitted in 2007, a 25% increase over the 7,800
units in 2006.

continued on page 24
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continued from page 23

Nonresidential Building

This subsector saw a healthy increase in the volume
of work this year. A similar strong performance is
expected in 2007. Construction of commercial/
industrial, institutional/educational, and other
nonresidential building climbed 12% in 2006. A
slightly lower, but impressive 10% increase, is fore-
cast for next year.

Construction work is calculated by tracking per-
mits issued for new projects. Due to the timing of
many large projects, the pace of work may be
understated for 2007. In other words, construction

BUILDING PERMITS BY TYPE
1997-2007
Single Total Housing

Year Family Multifamily Units
1997 31,941 11,112 43,053
1998 36,107 15,049 51,156
1999 38,410 10,903 49,313
2000 38,588 16,008 54,596
2001 36,437 18,570 55,007
2002 34,993 12,878 47,871
2003 33,837 5,732 39,569
2004 40,753 5,746 46,499
2005 40,140 5,751 45,891
2006° 33,000 7,800 40,800
2007° 32,600 9,800 42,400

®Estimated.

PForecast.

Source: Department of Census and Colorado Business
Economic Outlook Committee.
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started in 2006 will continue to boost activity
beyond the statistical representation.

The demand for medical facilities has historically
been about 10% of this construction sector.
Activity in hospitals and related work has been very
robust in 2006 and will remain so in 2007.
Significant construction is continuing on major
facilities, including those on the Fitzsimons cam-
pus and long-term projects in Grand Junction and
Colorado Springs. Another large project, the relo-
cation and expansion of Saint Anthony’s Central to
Lakewood, is beyond this report’s time horizon.

Fears of retail overbuilding have subsided; the retail
construction subsector remained strong in 2006
and is expected to continue its current pace into
next year. Although large projects such as Boulder’s
Twenty Ninth Street, Northfield at Stapleton, and
the Bass Pro Shops have been completed, new work
is beginning in Southglenn and Riverton in
Denver. Smaller projects are either underway or
will start soon all along the Front Range and in the
resort areas.

Other portions of the commercial subsector
remain busy, with the exception of speculative

VALUE OF CONSTRUCTION IN COLORADO BY TYPE
1997-2007
(In Millions of Dollars)

Total

Year Residential Nonresidential ~ Total Building Nonbuilding Construction
1997 $4,774.6 $3,273.7 $8,048.4 $1,145.1 $9,193.4
1998 5,486.1 2,879.7 8,365.8 1,490.9 9,859.7
1999 6,229.1 3,782.9 10,011.9 1,590.3 11,602.2
2000 7,028.6 3,476.0 10,504.6 1,835.4 12,640.0
2001 6,593.3 3,500.0 10,093.3 1,686.6 11,779.9
2002 6,357.3 2,787.4 9,144.7 2,161.5 11,306.2
2003 6,258.2 2,719.9 8,971.1 1,731.8 10,702.9
2004 8,050.3 3,291.4 11,341.7 1,753.8 13,095.5
2005 8,803.4 3,676.0 12,479.4 1,757.8 14,237.2
2006° 8,019.9 4,115.0 12,134.9 1,650.0 13,784.9
2007° 8,557.2 4,525.0 13,082.2 1,850.0 14,932.2

®Estimated.

PForecast.

Source: Department of Census, F.W. Dodge Company, Division of McGraw-Hill, the Colorado Contractors
Association, and Colorado Business Economic Outlook Committee.




development of offices. Hotels and resort work is
notably in a growth mode. Projects include the new
casino hotel in Black Hawk; work in Avon,
Snowmass, and Winter Park; and the expected start
of Aurora’s High Point Conference Center.

Institutional work has comprised a large portion
of nonresidential building. Large projects just
completed, such as the expansion of the Denver
Art Museum, the Ellie Caulkins Opera House, and
CU’s Wolf Law Building, were big contributors

to the state’s work. High schools were built in
Brighton, Westminster, and Keensburg. A pause is
not expected in this area as other large projects are
underway, such as the addition to the Leeds School
of Business, the Engineering Building at CU’s
Colorado Springs campus, and a new high school
in Golden. The state budget will have just under
$150 million available for state buildings for the
fiscal year ending next June, although more than
half of that is expected to be spent on controlled
maintenance.

Industrial developments in this category include
the $1.3 billion power plant underway in Pueblo in
year two of a four-year project. Work is ongoing for
a concrete plant, also in Pueblo.

Nonbuilding

The Southeast Corridor (T-REX) highway project
wrapped up this year with expenditures of about
$125 million, a modest amount compared to prior
years. The end of that seven-year project contrib-
uted to a relatively minor pause in the pace of this
subsector. The volume of infrastructure is pro-
jected to be down about 9% for 2006, to roughly
$1.6 billion.

The private sector was expected to see an increase
sufficient to offset the decline in work from federal
and state funding. Although its performance was
weakened by a decelerating housing market, it was
propped up by the infrastructure demanded for the
work related to nonresidential building. Overall,
the anticipated increase did not occur.

The year 2007 will see a sizable infusion of high-
way construction funds. All Referendum C dollars
cannot be used for increases in program spending
(redistribution and operations). Therefore, about
$440 million will be spent on one-time projects to
build and repair capital assets. Within this budget,
the legislature has set a guideline of two-thirds to
go toward roads. In addition, a sales tax diversion
to roads, known by the legislation that created it
as “Senate Bill 1 moneys,” will be fully funded at
about $229 million during the state’s current
fiscal year.

More than a year ago, the federal government
announced a surprisingly generous infrastructure
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funding as part of the highway reauthorization
plan. Congress has since operated only under
continuing budget resolutions, however, so those
increased moneys have not yet appeared. The new
Congress elected this fall will not be able to address
the budget until well into 2007, and no infusion of
extra highway dollars should be anticipated during
the time horizon of this report.

County and city budgets are increasing as well.

A considerable amount of work is still going into
pipelines and water projects, including a large proj-
ect by the City of Aurora. Going forward, there are
no significant new airport projects to impact the
forecast.

Due to the long lead times for development of
land, private-sector work will proceed in busy areas
along the active Front Range counties, in several
resort areas, and even in the southern Front Range.
The vitality of the nonresidential subsector will
boost activity as well.

Overall, the nonbuilding sector is expected to
rebound in 2007, reaching $1.9 billion in work.

FasTracks will eventually be a $7 billion project,
but even the next line to be built, the West
Corridor, is still in preliminary stages. The series
of large public works projects to build mass transit
lines will not have an impact on the Construction
Supersector for the time horizon that this report
contemplates. %=
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Manufacturing

Manufacturing in Colorado is a $14.5 billion
industry, representing about 7.3% of the
value of all goods and services produced in the
state. Colorado’s roughly 6,000 manufacturing
companies employed approximately 150,600 work-
ers in 2005, representing about 6.9% of the total
employment base in the state. Most of these manu-
facturing companies are small businesses. Indeed,
nearly 80% employ fewer than 20 workers, and
only about 35 companies have 500 employees or
more. These numbers take into account only those
businesses with employees.

In addition, another 6,100 businesses are classified
as “nonemployer businesses,” which are generally
self-employed individuals. About one-quarter of
these businesses fall into the miscellaneous manu-
facturing category, which includes a diverse range
of products, including medical equipment and
supplies, jewelry, sporting goods, toys, and office
supplies. Fabricated metal manufacturing, apparel
manufacturing, printing and related support activ-
ities, and wood product manufacturing round out
the five largest nonemployer manufacturing cate-
gories. While these firms provide an important
entrepreneurial base for the manufacturing indus-
try in Colorado, it is important to note that they
are not included in the employment statistics
described in detail below.

Numerous indexes compiled at the national and
regional level attempt to forecast future manu-
facturing activity. Some of the most widely cited
ones are compiled by the Institute for Supply
Management, including the Purchasing Managers
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Index (PMI) and about 10 other indexes that focus
on specific aspects of the manufacturing industry,
such as new orders, production, inventories, exports,
and imports. The PMI is the broad measure of
expectations of purchasing managers in the manu-
facturing sector for business activity in the next 12
months. According to this index, the nation’s man-
ufacturing sector expanded for the 41st consecutive
month in October 2006, albeit at its slowest pace
since June 2003. Eight manufacturing industries
experienced growth in October, led by apparel,
leather and allied products, and miscellaneous
manufacturing.

Many of the Federal Reserve banks across the
country produce a manufacturing index for their
region. Recent results from across the country
reveal a mixed outlook for manufacturing, with
the Atlantic coast region boasting an improved
outlook and the Midwest and southern parts of
the country indicating a less bullish view.

Several indexes examine activity in Colorado and
the Rocky Mountain region. These indexes reveal
both positive and less encouraging economic indi-
cators for Colorado manufacturers:

* The Front Range Purchasing Managers’ Index,
compiled by the University of Colorado at Denver
Business School, rebounded in September 2006
to 60.5 from 43.3 the month before. The August
reading was the only reading since December
2005 to fall below 50, which indicates economic
contraction.

* The Creighton University Business Conditions
Index for the Mountain States region decreased

in October 2006 for the second consecutive
month but remains in a positive growth trend.
The October index slipped to 67.6 from 73.3 in
September and 75.6 in August, indicating slow
growth expectations for the Colorado-Wyoming-
Utah region. The individual Colorado index de-
clined for the third consecutive month in October,
to 53.8 from 65.8 in September. A reading greater
than 50 indicates expansionary conditions.

The manufacturing survey by the Federal Reserve
Bank of Kansas City that includes Colorado and
six Midwestern states reveals that growth re-
mained somewhat sluggish in October. Plant
managers expressed less optimism about near-
term output than in previous surveys. However,
factory activity was still above last year’s levels
and capital spending plans remained solid.

These indexes point toward yet another year of
decline in employment in the Colorado manufac-
turing industry. Indeed, employment in the manu-
facturing industry has declined each year starting
with 2001. Still, the rate of job loss in the industry
has slowed considerably, declining an average of
4.4% per year from 2000 to 2005, a loss of 38,300
jobs over the five-year period. In contrast, this fore-
casts calls for a total loss of just 400 jobs in 2006
and 2007 combined.

Nondurable Goods

About one-third of employment in the Manufac-
turing Supersector is found in the nondurable
goods sector, which includes the production of
goods that generally last for less than one year.
Nondurable goods sector employment is expected



to increase to 50,800 in 2006 and remain at that
level in 2007.

The largest nondurable goods sector is food manu-
facturing. Approximately two-thirds of Colorado’s
food processing is in beef production. Employment
in the beef processing industry is expected to
recover during the second half of 2006 and into
2007 as a result of Japan’s decision to lift its ban on
beef imports from the United States. At its peak
before the ban, Japan purchased one-third of all
U.S. beef exports. This was approximately 700,000
tons a year, valued at approximately $1.3 billion.

Competitive pressures are expected to reduce the
number of food processing firms by 4-6 firms per
year through 2007. Technology and economies-of-
scale advances are expected to reduce employment
through 2007. Despite the good news about poten-
tial exports to Japan, gains are not expected to off-
set the industry’s trend of fewer firms and
reductions in employment. Employment is
expected to be 17,100 in 2006, the same level as
2005. About 100 job losses are expected in 2007.

The recent trends in Colorado’s beverage industry
are unusual compared to other manufacturing sec-
tors. Beverage firms in Colorado totaled 80 in 2005,
an increase of 16 firms over the 64 firms that oper-
ated in 2001. Almost all growth in the industry
seems to be taking place among small wineries on
the Western Slope of Colorado. Despite the increase
in the number of firms, the industry employed
about 200 fewer people in 2005 than it did in 2001.
Firms in the industry appear to be carving local
niche markets that afford limited growth in sales
and employment beyond their respective markets.
Employment is expected to remain constant in
2006 and 2007, at 5,800 workers.

The printing and publishing industry underwent
significant changes over the last several years.
Advances in printing technology and competitive
pressures brought about a decline in the number of
firms from nearly 860 in 1998 to only 710 in 2005,
a decline of 17.4%. During the same time, employ-
ment fell from 12,400 to 8,000, a drop of 35.5%.
The contraction experienced in printing and pub-
lishing is the most severe decline of any of the
manufacturing subsectors.

Most employment losses in printing and publish-
ing took place among firms with fewer than 20
employees. It appears that the firms that did not
adopt new printing technology were not able to
compete. Current industry trends suggest a period
of stabilization is likely to occur in the next couple
of years. With a slowdown in the economy,
employment in printing and related activities is
expected to decline slightly by 200 positions in
2006, to 7,800, and by another 100 positions next
year, for a total 7,700 jobs.

The other nondurable goods sector includes tex-
tiles, 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 sectors have
a small, yet stable, presence in Colorado. The tex-
tiles, apparel, and leather sector employs about
3,600 workers, but it continues to face stiff overseas

The contraction experienced in printing
and publishing is the most severe decline
of any of the manufacturing subsectors.
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competition. Roughly 2,400 people are employed
in paper manufacturing in the state, including
cardboard containers, packaging, and paper prod-
ucts. This sector has been contracting by about 100
workers per year during the last six years. Another
1,000 people are employed in the petroleum and
coal products sector, mainly within petroleum
refining operations. This area has posted increasing
employment during the past year in response to
rising energy costs.

The chemical manufacturing sector includes petro-
chemical manufacturing, industrial gases, biotech-
nology, pharmaceuticals, household chemicals, and
related industries. This is a very volatile sector, 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 sector for
the Colorado economy and has been targeted in
state economic development efforts. The former
Fitzsimons Army Medical Center is being trans-
formed into a state-of-the-art, integrated life
sciences community. The 578-acre site in Aurora

is undergoing a $4.3 billion transformation into
one square mile dedicated to excellence in patient
care, education, basic science, and applied research,
as well as bioscience research and development.
Fitzsimons is anchored by the 227-acre campus

of the University of Colorado at Denver Health
Sciences Center (opening in 2008), the University of
Colorado Hospital, the Children’s Hospital (open-
ing in 2008), and the affiliated 160-acre Colorado
Bioscience Park Aurora. The bioscience park will
provide opportunities, equipment, facilities, and
resources for early-stage and startup research-
oriented biotechnology, drug development, and

continued on page 28
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COLORADO MANUFACTURING EMPLOYMENT BY INDUSTRY GROUP

1997-2007
(In Thousands)
Industry Group 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006" 2007"

Food 19.6 19.6 19.3 19.8 19.8 19.3 18.3 17.8 17.1 17.1 17.0
Beverage and Tobacco 6.4 6.3 5.9 5.9 6.0 5.9 5.8 5.9 5.8 5.8 5.8
Printing and Related 125 12.4 11.8 114 10.4 9.2 8.6 8.1 8.0 7.8 7.7
Other Nondurables 21.6 23.5 23.4 23.0 20.8 19.5 19.2 19.0 19.1 20.1 20.3

Subtotal, Nondurable Goods 60.1 61.8 60.4 60.1 57.0 53.9 51.9 50.8 50.0 50.8 50.8
Nonmetallic Minerals 9.1 9.7 10.3 10.8 10.4 9.8 9.1 9.1 9.5 9.8 9.6
Fabricated Metals 17.3 17.9 17.6 18.3 17.2 15.8 15.1 15.4 14.9 14.7 14.6
Computer and Electronics 42.7 45.3 44.3 46.0 45.2 38.1 33.6 31.6 30.1 28.0 27.0
Transportation Equipment 13.8 13.9 13.2 12.3 11.3 10.4 9.7 10.0 10.7 10.7 11.2
Other Durables 43.9 42.8 41.6 41.4 38.4 35.8 345 34.9 35.4 36.3 37.0

Subtotal, Durable Goods 126.8 129.6 127.0 128.8 1225 109.9 102.0 101.0 100.6 99.5 99.4
Total, All Manufacturing® 1869 1914  187.4  188.9 179.5 163.8  153.9 151.8  150.6  150.3  150.2
®Estimated.
PForecast.

°Due to rounding, the sum of the individual items may not equal the total.

Source: Colorado Department of Labor and Employment and Colorado Business Economic Outlook Committee.

medical device companies to grow and prosper.
Chemical manufacturing employs roughly 6,900
Colorado workers.

The plastics and rubber products sector includes
companies that manufacture plastic film, plastic
foam products, and other miscellaneous products.
Rubber companies have a limited presence in
Colorado, while the plastics industry continues to
grow. This sector includes injection-molding com-
panies, which are closely tied to the biotech and
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electronics industries. Employment in the rubber
and plastics sector will remain at about 5,400
workers.

The other nondurable goods sector is expected to
increase by 900 positions in 2006 and an additional
200 positions in 2007 due to the strength in the
manufacturing sectors that are tied to the energy
and bioscience industries. This brings the total
nondurable goods employment forecast to 50,800
positions in 2006, an increase of 800 positions

from 2005. Total employment in nondurable goods
is expected to remain at this level in 2007.

Durable Goods

About 100,600 people were employed in the dur-
able goods industry in 2005. Several of the durable
goods subsectors face challenges in the coming year,
especially those that work closely with the con-
struction and computer manufacturing industries.



The nonmetallic minerals sector is closely tied to
construction activity of all types—residential, com-
mercial, industrial, and heavy construction. This
sector includes everything from pottery, plumb-
ing fixtures, and glass products to brick, tile, and
concrete and stone products. These areas held up
quite well in 2006 and will end the year with aver-
age employment of 9,800. A small loss of about 200
jobs is anticipated in 2007 as a result of projected
slowing activity in the construction sector. Non-
metallic minerals will average 9,600 jobs in 2007.

MANUFACTURING EMPLOYMENT, DURABLE AND NONDURABLE

1997-2007
(In Thousands)
(Base Year: 1997=100)

Output from the fabricated metals sector provides
materials for many other sectors—everything from
steel beams for construction to component parts
for a myriad of other products. Employment in
this sector fluctuates with demand from other
industries. Many of the firms in this category are
small suppliers for producers of industrial machin-
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exploration and production and aerospace, that
drive the need for more equipment. This is a sector
where productivity growth has allowed manufac-
turers to use less labor per unit of output in the
production process. Substitution of capital for
labor will help increase output with fewer workers,
resulting in the loss of 100 jobs in 2007.

ery. This sector lost about 200 jobs in 2006 and will
end the year with average employment of 14,700.
This is in spite of higher demand for fabricated
metal products from industries, such as energy

The largest durable goods subsector in Colorado is
computer and electronics products. After peaking
at 46,000 workers in 2000, this category has lost

continued on page 30

COLORADO EMPLOYMENT IN MANUFACTURING AND STATE TOTAL
1997-2007
(In Thousands)
(Base Year: 1997=100)

Durable Nondurable Manufacturing All Industries
Percentage Percentage

Year Employment Index Employment Index Year Number Index Change Index Change
1997 126.8 100.0 60.1 100.0 1997 186.9 100.0 3.5% 100.0 4.2%
1998 129.6 102.2 61.8 102.8 1998 191.4 102.4 24 103.9 3.9
1999 127.0 100.2 60.4 100.5 1999 187.4 100.3 2.1 107.7 3.6
2000 128.8 101.6 60.1 100.0 2000 188.9 101.1 0.8 111.8 3.8
2001 1225 96.6 57.0 94.8 2001 179.5 96.0 -5.0 112.5 0.6
2002 109.9 86.7 53.9 89.7 2002 163.8 87.6 -8.7 110.3 -1.9
2003 102.0 80.4 51.9 86.4 2003 153.9 82.3 -6.0 108.7 -1.4
2004 101.0 79.7 50.8 84.5 2004 151.8 81.2 -1.4 110.1 1.2
2005 100.6 79.3 50.0 83.2 2005 150.6 80.6 -0.8 112.4 2.1
2006° 99.5 78.5 50.8 84.5 2006% 150.3 80.4 -0.2 115.1 2.3
2007° 99.4 78.4 50.8 84.5 2007° 150.2 80.4 -0.1 117.2 1.9

®Estimated. ®Estimated.

PForecast. PEorecast.

Source: Colorado Department of Labor and Employment, Bureau of Labor Statistics,

and Colorado Business Economic Outlook Committee.

Source: U.S. Department of Labor, Colorado Department of Labor and Employment, Bureau of
Labor Statistics, and Colorado Business Economic Outlook Committee.
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nearly 16,000 jobs as of 2005. Although U.S. com-
panies are once again investing in information
technology products, much of the design and man-
ufacturing has been outsourced to Asian countries,
particularly China. In addition, Colorado compa-
nies that once dominated the computer storage
industry have been the targets of various mergers
and acquisitions, resulting in continued job losses.
Employment will decline again by 2,100 workers in
2006 and by another 1,000 in 2007.

The transportation sector includes the manufac-
ture of everything from aircraft parts to missiles
and satellites to mountain bike frames. Increased
defense and aerospace spending since late 2001

has provided the state’s six prime contractors
(Lockheed Martin, Boeing, Raytheon, Northrop
Grumman, ITT Industries, and Ball Aerospace)
with new clients and contracts. A particularly
notable contract came with the announcement in
October that the Federal Trade Commission
granted Lockheed Martin Corporation and Boeing
Company’s United Launch Alliance, LLC (ULA)
antitrust clearance after 18 months of review. The
ULA will combine the production, engineering,
test, and launch operations of Boeing Delta and
Lockheed Martin Atlas rockets. Jefferson County
will serve as ULA’s headquarters with a concentra-
tion of engineering and administrative services,
while assemblage and integration operations will
be housed at Boeing’s facility in Decatur, Alabama.
The ULA project may ultimately result in the addi-
tion of up to 1,000 new jobs in Colorado. Although
the operations of these companies are classified
across a variety of manufacturing and service
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industries, the health of these companies in general
tends to stimulate transportation sector employ-
ment. Employment in the transportation sector is
expected to remain steady at 10,700 workers in
2006 and then increase by about 500 next year.

The other durable goods sector includes wood
products, primary metals, machinery, electrical
equipment and appliances, furniture, and miscella-
neous manufacturing. This diverse group faces
varying demand issues, ranging from the decline in
new home construction to the growing demands of
the healthcare industry.

Employment in the wood products and furniture
sector has increased steadily during the last couple
of years and now stands at about 12,600 jobs. It is
likely to experience flat conditions in 2007 as home
construction declines and consumer spending lev-
els remain more conservative.

Roughly 2,100 people are employed in the primary
metals sector, which includes steel and aluminum
refining, as well as the manufacture of metal alloys
and superalloys. Output from the primary metals
sector provides materials for many other sectors,
especially fabricated metals. Another 8,900 people
are employed in machinery manufacturing. Due
to the overall sluggishness of the manufacturing
industry, the primary metals and machinery sec-
tors are expected to remain flat in 2006 and 2007.

The miscellaneous manufacturing sector is quite
broad and includes several industries that are very
important to Colorado’s manufacturing base, such
as medical and dental equipment and supplies,
surgical instruments and appliances, and sporting

goods production. Most of the growth in the other
durable goods sector is expected to occur within
the miscellaneous category. Miscellaneous manu-
facturing employment stood at about 10,200 in
2005 and is expected to increase by several hundred
positions in both 2006 and 2007.

Despite the wide range of issues that the other
durable goods industries face, employment is
expected to increase from 35,400 in 2005 to 37,000
in 2007. This will bring total durable goods manu-
facturing employment in Colorado to 99,500 in
2006 and 99,400 in 2007.

Summary

The 6,000 manufacturing establishments in Colo-
rado are expected to employ about 150,300 work-
ers in 2006, a decrease of about 300 positions from
2005. Manufacturing employment will remain rela-
tively stable in 2007, with a loss of just 100 jobs.
Although employment in the sector continues to
shrink in Colorado, this is consistent with the trend
across the country. Manufacturing productivity has
consistently outpaced productivity growth in other
sectors. Between 1987 and 2005, it grew 94%,
about 2.5 times the 38% increase in productivity in
the rest of the business sectors. Therefore, it is quite
likely that at least some of the employment losses in
Colorado and across the country are due to pro-
ductivity increases. %=
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Supersector is the largest provider of jobs in
Colorado. Job growth in the sector in 2006 was
driven by retail trade, wholesale trade, and trans-
portation employment gains. The number of jobs
climbed 2.2%, to 422,400. Retail sales should post
slower gains in 2007, pushing supersector employ-
ment to a total of 428,200, a 1.4% increase.

Wholesale

Colorado’s wholesale trade subsector employs
more than 90,000 workers at a relatively high
average wage. This area is dominated by merchant

wholesalers, that is, firms that sell to retail outlets.
These firms provide 90% of all wholesale jobs.
Firms selling durable goods, particularly comput-
ers, peripherals, and electronic equipment, account
for 60% of merchant wholesaler employers. The
largest number of jobs among nondurable whole-
salers is with businesses selling groceries and
related products. The remaining wholesale jobs are
with business-to-business sellers, electronic mar-
keters, and agents and brokers.

Historically, wholesale employment in Colorado
has been quite cyclical. The number of jobs in this
subsector dropped sharply in 2002 and 2003, but

WHOLESALE TRADE EMPLOYMENT
1997-2007
(In Thousands)

Wholesale Trade Wholesale Trade Other Percentage

Year Durable Goods Nondurable Goods Wholesale Total® Change
1997 53.1 30.8 5.8 89.7 4.5%
1998 53.6 32.4 6.5 925 3.1
1999 55.9 33.1 55 94.5 2.2
2000 60.0 33.8 5.6 99.4 5.2
2001 60.4 33.9 55 99.8 0.4
2002 56.0 33.3 5.8 95.1 -4.7
2003 52.7 32.3 7.1 92.1 -3.2
2004 51.5 31.9 8.5 91.9 -0.2
2005 52.9 32.1 8.9 93.9 2.2
2006" 54.4 32.7 9.1 96.2 2.4
2007° 55.5 33.2 9.1 97.8 1.7

®Due to rounding, the sum of the individual items may not equal the total.

PEstimated.

‘Forecast.

Source: Colorado Department of Labor and Employment and Colorado Business Economic Outlook Committee.
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has since rebounded with recovery in the state and
national economies. In 2006, a total of 2,300 new
wholesale jobs are expected. A modest slowdown in
most sectors of the regional economy will mean
smaller gains next year. Therefore, an increase of
1.7%, or 1,600 jobs, is forecast.

Retail

Retail trade employs more people than any other
subsector. More than one-tenth of the state’s work-
force, or over one-quarter million workers, hold
jobs with retail firms. Three of the state’s largest
private-sector employers, including the top firm,
are retailers. Overall wages in the retail sector are
relatively low, and many of the jobs are part-time.
The retail subsector accounts for only 6% of all
nonfarm earnings. Colorado retailers account for
more than $60 billion in sales annually.

The retail subsector rebounded as the state econ-
omy recovered. Nearly 5,000 new jobs are expected
to be added in 2006, the largest increase since 2000.
However, job gains in the retail sector fall short of
those achieved during the strong growth years of
the middle and late 1990s. Between 1993 and 2000
the sector averaged more than 10,000 net new jobs
per year. Part of this pattern of slower job increases
can be explained by more moderate overall eco-
nomic growth and smaller sales gains. But it also
reflects faster productivity gains. In other words,
there are fewer workers per dollar of sales due to
such changes as increased use of labor-saving
technology and management practices and a

trend toward more self service. As a result of the

continued on page 32
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RETAIL TRADE EMPLOYMENT
1997-2007
(In Thousands)
Bldg. Material and General
Motor Vehicle Garden Egpt. and Food and Merchandise Other Percentage

Year  and Parts Dealers Supplies Dealers Beverage Stores Stores Retail Total® Change
1997 28.4 18.3 42.8 39.0 94.9 223.4 2.9%
1998 29.2 19.1 44 .4 39.2 98.9 230.8 3.3
1999 30.5 20.7 45.1 40.8 102.2 239.3 3.7
2000 31.9 21.3 44.7 42.6 104.7 2452 25
2001 32.7 21.6 44.2 43.4 103.8 245.7 0.2
2002 33.0 22.2 42.7 44.0 100.8 242.7 -1.2
2003 32.4 215 42.2 44.2 99.2 239.5 -1.3
2004 324 22.4 42.4 45.0 990.1 241.3 0.8
2005 32.1 23.0 44.0 46.8 100.0 245.9 1.9
2006" 31.8 23.7 45.8 47.6 101.9 250.8 2.0
2007° 31.5 24.3 46.8 48.3 103.7 254.6 1.5

®Due to rounding, the sum of the individual items may not equal the total.

PEstimated.

‘Forecast.

Source: Colorado Department of Labor and Employment and Colorado Business Economic Outlook Committee.

combined effects of the slower economy and
changes in the industry, current employment in
the retail sector today is only slightly above its pre-
recession peak.

Job growth in the retail sector is expected to slow in
2007, with just under 4,000 new jobs added. Slug-
gish consumer spending and a somewhat tighter
labor market are the main factors contributing to
the slowdown. The passing of the constitutional
amendment raising the state minimum wage may
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limit growth in some segments of the retail sector,
particularly in the lower-income, lower-cost regions
in the eastern and southern parts of the state.

The condition of the state’s housing markets looms
over the outlook for consumer spending in 2007.
At the national level, concerns are being raised about
the dampening impact of a softening housing mar-
ket on consumer buying. Colorado is somewhat
ahead of the curve as prices in much of the state
flattened several years ago. During the 1990s, rising

home prices in much of Colorado contributed to
very strong retail sales growth. Since the early years
of this decade, stagnant home prices have limited
Colorado households’ outlays. Increasing numbers
of adjustable, interest only, and other mortgages
with highly variable payment commitments raise
further unease. There is no history to suggest how
consumers may react to this unprecedented situa-
tion. For many homeowners, the mortgage pay-
ment, which in the past has been a stable and



predictable item, is now the most variable item in
the household budget. Colorado’s vulnerability to
such changes may be exposed earlier than much of
the rest of the nation as evidenced by the state’s
very high foreclosure rate.

Other developments suggest a more positive out-
look for consumer spending. Lower energy prices
will offset at least some of the negative effect of a
weak housing market. Colorado consumers will be
paying less for both gasoline and home heating
over the coming months. Consumer sentiment

seems to have improved with declining gasoline
prices. The University of Michigan Index of
Consumer Sentiment posted a solid gain in
September. It shows that consumers anticipate
lower inflation and larger income gains. Another
solid year for Colorado tourism will also boost
retail sales receipts.

Motor vehicles and auto sales, which account for
more than one-fifth of retail sales in Colorado,
will almost certainly post a decline in 2006. Metro
Denver auto dealers report that sales have fallen by

RETAIL SALES
1997-2007
(In Billions of Dollars)
Motor Vehicle General Total Retail  percentage
Year and Parts Merchandise  Trade Sales® Change
1997 $10.0 $6.2 $40.4 57%
1998 10.0 6.2 43.1 6.7
1999 11.8 6.9 47.4 10.0
2000 13.0 7.6 52.2 10.1
2001 13.9 7.9 52.9 1.3
2002 13.5 8.2 52.9 0.0
2003 13.7 8.5 52.8 -0.2
2004 14.0 9.1 55.8 57
2005 13.6 9.8 58.7 5.2
2006° 12.9 10.4 62.3 6.1
2007° 13.3 11.0 65.1 45

#The two largest Retail Trade categories are included in the above table. The total also

includes gas stations, and food/beverage, building materials/home improvement, furniture,
clothing, electronics, and other retail stores. The total does not include food services.

PEstimated.
‘Forecast.

Source: Colorado Department of Revenue and Colorado Business Economic Outlook Committee.
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11.5 % over the past four years, while national sales
are off by only 1% over the same period. The
severity of the local decline can be explained by the
sharper downturn in the regional economy and the
greater concentration of local sales in SUVs and
trucks, where the effects of higher gasoline prices
are more significant. Higher interest rates have also
hurt sales volume. Modest improvement is possible
in 2007 if gasoline prices continue to decline and
interest rates remain stable. Sluggish sales over the
last four years mean an aging stock of vehicles in
the state, which should result in some replace-
ment sales.

Colorado retail spending has slowed through the
early part of 2006, with sales through August up
4.5%, somewhat below the gain posted in 2005.
Motor vehicle and parts sales show particular weak-
ness, registering a 6% decline. State retail spending
lags that of the nation, where sales through
September rose 6.7%. Favorable effects from lower
energy costs and reasonably strong holiday sales
should raise the increase for the year to around 6%.
Further slowing is expected in 2007, with sales
growth of 4.5% forecast for the year.

Transportation and Warehousing

The transportation and warehousing sector
includes air, railroad, and water transportation;
trucking; taxi service; urban transit; couriers; ware-
housing; and pipeline companies. These industries
are expected to contribute 67,200 jobs in 2006, and
67,400 jobs next year. Gains in couriers and mes-
sengers offset losses in air, truck, and warehousing

continued on page 34
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and storage for an employment increase of 2.3% in
2006. Continued high fuel prices and efficiency
improvements are expected to limit job growth in
this sector in 2007.

NATIONAL AIR TRANSPORTATION

National air transportation is dominated by the
major air carriers. Air carriers continue to focus on
production as related to input costs and derived
revenues. The Air Transport Association (ATA)
Airline Cost Index is the only metric of its kind,
and tracks quarterly and annual trends of the
expense of inputs to airline production. The index
facilitates comparisons between the components
themselves, as well as broader economic indicators.
Key ratios emanating from the Airline Cost Index
include: fuel efficiency, workforce productivity,
average labor cost, break-even load factor, and
travel agency commission rates.

Year-over-year highlights from the latest cost index
include:

* The composite cost index is estimated to rise to
180.4 in 2006, up 19.5%, compared to a 4% rise
in the Consumer Price Index (year 2000=100).

* The three largest cost components were fuel
(25.5%), labor (23.8%), and transport-related
expenses (14.7%).

* Fuel prices paid increased 31.1%, from $1.51 to
$1.97 per gallon. Meanwhile, average fuel effi-
ciency rose to 50.5 revenue passenger miles per
gallon and 61.7 available seat miles per gallon.

* The average cost of employing a full-time equiv-
alent worker dropped $248, to $72,301.

34

« Factoring in changes in productivity and effi-
ciency, the overall unit operating cost per avail-
able seat mile rose 6.3%, from 11.8 cents to 12.56
cents.

* The average break-even load factor dropped
3.4%, to 76.7%.

Air Carrier Fuel Costs

For a significant number of years, only a small
number of air carriers attempted to, or were capa-
ble of, hedging on fuel prices. However, in 2006 a
number of the major airlines engaged in an

attempt to hedge against the rising cost of petro-
leum. In Q3 2006, West Texas Intermediate Crude
Oil dropped below $60 per barrel. It would, there-
fore, seem that most air carrier hedging attempts
will be counterproductive.

CoLorADO AIR TRANSPORTATION

Air transportation in Colorado is a major contrib-
utor to the state’s economy, both in terms of direct
employment and transportation infrastructure. In
2005, the Colorado Air Transportation segment
employed 13,500 persons representing 2.7% of the
nation’s air transportation jobs (501,300).

TRANSPORTATION AND WAREHOUSING EMPLOYMENT
1997-2007
(In Thousands)

Truck Couriers and Warehousing Air Other Percentage
Year  Transportation Messengers and Storage Transportation ~ Transportation Total® Change
1997 16.8 10.2 7.2 14.5 10.9 59.6 -1.2%
1998 17.3 9.9 7.8 141 11.6 60.7 1.8
1999 17.2 10.0 8.2 155 11.9 62.8 3.5
2000 17.7 10.5 8.9 17.0 12.2 66.3 5.6
2001 17.3 10.4 9.0 16.1 16.7 69.5 4.8
2002 16.9 9.7 8.7 14.2 16.7 66.2 -4.7
2003 16.5 9.7 8.0 13.7 17.1 65.0 -1.8
2004 16.9 9.4 7.4 14.1 17.7 65.5 0.8
2005 17.7 9.4 6.9 135 18.2 65.7 0.3
2006° 17.6 9.5 6.5 13.3 20.3 67.2 2.3
2007° 17.5 9.6 6.5 13.0 20.8 67.4 0.3

Due to rounding, the sum of the individual items may not equal the total.
PEstimated.
°Forecast.

Source: Colorado Department of Labor and Employment and Colorado Business Economic Outlook Committee.
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1997-2005
(In Millions)
Industry Group 1997 1998 1999 2000 2001 2002 2003 2004 2005
Passenger Boardings (thousands)
DIA Passengers 34,969.0 36,831.4 38,034.0 38,751.7 36,093.0 35,652.0 37,505.0 42,276.0 43,388.0
Colorado Springs Passengers 3,869.9 2,637.8 2,481.1 2,424.7 2,131.8 2,123.4 2,023.3 2,069.5 2,062.0
Grand Junction Passengers® 280.7 280.9 279.1 273.2 240.1 250.9 255.2 288.1 319.4
Total Colorado Passengers 39,119.6 39,750.1 40,794.2 41,449.6 38,464.9 38,026.3 39,783.5 44,633.6 45,769.4
DIA Cargo, Freight, & Air Mail (millions of Ibs.)b
Freight and Express 648.8 646.8 675.3 676.3 563.6 636.3 610.1 621.0 615.3
Air Mall 315.3 339.5 355.9 363.4 227.2 95.6 107.4 78.8 67.6
Total Cargo 964.1 986.3 1,031.2 1,039.7 790.8 731.9 717.5 699.8 682.8
*Estimated.

PMillions of pounds, in/out.

Source: Denver International Airport, Colorado Springs Airport, Grand Junction Airport, and Colorado Business Economic Outlook Committee.

Colorado’s air transportation workforce dropped
by an estimated 200 jobs in 2006, to 13,300, for a
loss of 1.5%. At the same time, the national air
transportation workforce is estimated to have
fallen by 2.7%, to 487,900.

These trends are expected to continue as air carriers
maintain their efforts to reduce costs in order to
increase operating margins. It is estimated that the
Colorado air transportation segment will lose
another 300 jobs in 2007.

Airline Activity—Total Passengers

Colorado’s airports were busier in 2005 as 2.5%
more passengers passed through Denver Inter-
national (DIA), Colorado Springs, and the Walker

Field (Grand Junction) airports combined. DIA,
Colorado Springs Airport, and Walker Field
Airport saw 43.4 million, 2.1 million, and 0.3 mil-
lion passengers in 2005, respectively. In 2006, 47.6
million passengers are expected to pass through
DIA, an increase of 4% over 2005’s passenger
count. On a year-over-year basis, Colorado’s total
passengers grew by 4%, compared to a contraction
of 2.8% nationally. For now, air travel to and from
the state has bucked the national decrease.

Air Cargo, and Freight and Express

In 2005, the Colorado air transportation system
processed more than 151 million pounds of cargo,
and freight and express; approximately 159 million

pounds are estimated to be handled through
Colorado’s major airports in 2006, an increase of
5.2%. From 2000 to 2005, Colorado’s air cargo, and
freight and express has decreased 24.5 %.

Air Mail

Nationally, air mail activity has been decreasing
since 2000. That year, a total of 1,916 billion pounds
of air mail were processed. In contrast, 682 billion
pounds were processed in 2005, an average decline
of 19.3% per year. In 2006, air mail activity is
expected to drop to 384 billion pounds (-43.7%).
No air mail is processed on Colorado’s Western
Slope; all air mail in the state is processed through

continued on page 36
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DIA or Jefferson County Airport. The Colorado
airports and their air carriers have fully participated
in the downward trend. Air mail activity processed
through Colorado airports is expected to decrease
in 2006 by 15.7%.

Denver International Airport

The City and County of Denver owns and operates
DIA. Approximately 1,000 people are employed by
the City’s Department of Aviation.

In 2005, DIA served more than 43 million passen-

gers, ranking it the 6th-busiest airport in the United
States and the 11th-busiest in the world. Passenger
traffic increased 2.6% in 2005 compared with 2004,
which was the first year in Denver aviation history
that the airport served more than 40 million pas-
sengers. DIA appears headed for a third straight
record in 2006, with more than 32 million passen-
gers recorded through August.

DIA’s major carrier, United Airlines, accounts for
approximately 55% of the airport’s total passenger
traffic. United provides nonstop service to more than

TRADE, TRANSPORTATION, AND UTILITIES EMPLOYMENT
1997-2007
(In Thousands)

Wholesale Retail Total Transportation Percentage

Year Trade Trade Trade and Warehousing Utilities Total TTU? Change
1997 89.7 223.4 313.1 59.6 8.6 381.3 2.5%
1998 92.5 230.8 323.3 60.7 8.4 392.4 2.9
1999 94.5 239.3 333.8 62.8 8.2 404.9 3.2
2000 99.4 245.2 344.6 66.3 8.0 418.9 35
2001 99.8 245.7 3455 69.5 8.0 423.0 1.0
2002 95.1 242.7 337.8 66.2 8.1 412.1 -2.6
2003 92.1 239.5 331.6 65.0 7.9 404.5 -1.8
2004 91.9 241.3 333.2 65.5 7.9 406.6 0.5
2005 93.9 245.9 339.8 65.7 8.0 413.5 1.7
2006" 96.2 250.8 347.0 67.2 8.2 422.4 2.2
2007° 97.8 254.6 352.4 67.4 8.4 428.2 1.4

#Due to rounding, the sum of the individual items may not equal the total.

PEstimated.

‘Forecast.

Source: Colorado Department of Labor and Employment and Colorado Business Economic Outlook Committee.
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100 destinations from Denver, the second-largest
hub in the carrier’s network. Frontier Airlines,
which serves more than 50 destinations nonstop
from Denver, is the second-largest carrier at DIA,
handling about 22% of the airport’s passengers.

Nearly 30 other airlines, including regional carriers,
also serve DIA. Low-cost carriers (LCCs) in Denver
include AirTran, America West, Frontier, JetBlue,
and Southwest. The growth of LCCs in Denver
continues to put downward pressure on fares and
increase airline choices for travelers.

DIA has several capital improvement projects
scheduled during the next two years:

* New regional jet facility on the east end of
Concourse B (to be finished in April 2007)

« Construction of eight new jet gates on the east
end of Concourse B (to be finished within three
years)

* New aircraft deicing pad (to be finished in
December 2006)

* Mod 4 West parking structure (2,000+ spaces,
complete in late 2007)

* E-470 to Jackson Gap, phased, complete in 2007
* Phase 1 of Landscape Master Plan

* First phase of commercial-use development pro-
gram at Pefia and Gun Club Road to provide
retail and services to passengers and employees

DIA has been profitable every year since it opened,
even during the recent difficult years in the avia-
tion industry. Each year, DIA shares its revenue



with the airport’s signatory carriers. In addition,
DIA continues to receive awards for efficiency and
overall customer experience. In 2005 and 2006,
Business Traveller Magazine rated DIA as the “Best
Airport in North America.”

TRUCKING AND DISTRIBUTION

The past three years have seen a major increase
in truck tonnage. This is reflects an improving
economy.

The trucking and distribution industry has rea-
lized capacity problems with demand in many sec-
tors outstripping supply. These capacity problems
are primarily the result of a shortage of qualified
drivers and technicians both within Colorado and
throughout the country. In addition, the rapid rise
in fuel prices has adversely affected almost all
trucking and distribution companies within the
state. While many companies have been able to
pass on a fuel surcharge, the amount recovered in
the case of many smaller companies and inde-
pendent contractors has not been adequate to
cover these higher costs. In turn, this has led to the
demise of many independent contractors and small
firms. In addition, liability insurance requirements
and financing are high barriers to entry and add to
capacity problems within the industry.

In particular, the driver and technician shortage
has created a substantial problem for trucking and
distribution centers within Colorado. This problem
has become exacerbated due to an aging driving
and technician population and limited success in
drawing new people into these industries. A recent
national study reflected a current shortage of

20,000 drivers, which is expected to increase to
111,000 by 2014. The net result has been a signifi-
cant rise in driver wages and benefits as companies
seek to recruit and retain drivers and technicians.

In the case of truck and trailer dealerships, there
has been a surge in large truck sales. For the most
part, those sales are to replace older vehicles within
fleets. Additionally, many carriers, at least those
that can afford it, are accelerating their replacement
cycle prior to January 2007 when a new Environ-
mental Protection Agency (EPA) regulation will be
implemented on new diesel engines. Many fleets
are very concerned that the new engines may have
more service issues and potentially poorer fuel
economy than current models.

There is no reason to believe the capacity crunch
will decline in the immediate future. While this
may allow carriers to increase shipping rates, carri-
ers will be hard-pressed by higher driver wages,
expensive fuel, increased insurance premiums,
costlier equipment, and higher maintenance costs.
It is believed that driver wages will continue to out-
perform wage increases in many other industries as
companies compete to recruit and retain individu-
als from a limited pool of drivers and technicians.

Colorado has not seen the growth in the trucking
and distribution area that other states have experi-
enced. In fact, Colorado has seen a drop in inter-
state trucking registrations. A primary reason has
been a tax environment that makes it one of the
highest-cost states in the country in regard to
motor carrier taxes and fees. This has led many
companies to leave the state for adjoining states or
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COLORADO NATURAL GAS CONSUMPTION

1997-2007
(In Billions of Cubic Feet)
Total Gas Percentage
Year Consumption Change
1997 314.5 4.8%
1998 330.2 5.0
1999 333.1 0.9
2000 367.9 10.4
2001 463.7 26.0
2002 459.4 -0.9
2003 436.3 -5.0
2004 439.3 0.7
2005 473.4 7.8
2006° 465.5 -1.7
2007° 465.5 0.0
®Estimated.
®Forecast.

Source: Colorado Business Economic Outlook Committee.

other areas of the country that offer a more com-
petitive tax environment. This is particularly evi-
dent when one realizes that Colorado is home to
only 1 of the top 100 trucking companies, while
surrounding states are home to many large truck-
ing companies.

Utilities

Falling wholesale natural gas prices dropped retail
natural gas and electricity rates in 2006. Utility
rates are expected to remain volatile in 2007, driven
by wholesale energy price fluctuations. The state is
on track to add significant renewable and coal-

continued on page 38
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fired generation, reducing electricity rate volatility.

Natural gas prices have fallen significantly since
2005, although they remain high by historical stan-
dards. Wholesale natural gas prices averaged $5.51
through the first 10 months of 2006, down $1.43
from the same period last year. As a significant pro-
ducer far away from most major markets, the state
enjoys among the lowest natural gas prices in the
country. Local prices averaged more than $1 lower
than national hub prices in 2006, and improve-
ments in appliance efficiency and increased conser-
vation dropped natural gas retail sales by 1.7%.
Continued economic growth should offset declin-
ing use per customer in 2007, holding prices near
current levels.

Utilities are making a concerted effort to reduce the
role of natural gas in electricity generation because
of the high and volatile prices in recent years. Along
with Xcel Energy’s new 750-megawatt coal-fired
plant in Pueblo, slated to come online in the fall of
2009, Tri State has announced a 700-megawatt
coal-based power plant to be developed in south-
east Colorado by 2020.

Xcel Energy is adding both wind and solar resources
to meet the renewable energy standard require-
ments enacted through Amendment 37. The com-
pany plans to add 775 megawatts of wind energy
and have the nation’s largest photovoltaic central
solar power plant constructed by the end of 2007.
These efforts and significant on-site solar will allow
Amendment 37’s goal of generating 10% of the
energy customers use through renewable resources
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to be met eight years earlier than targeted.

Lower prices and a growing economy boosted elec-
tricity consumption in 2006. Electricity consump-
tion in Colorado grew from 48,000 million Kwh in
2005 to an estimated 49,000 million Kwh the fol-
lowing year. Consumption is forecast to increase

next year with continued economic growth.

Electric, gas, and water utilities look for productiv-
ity gains while growing to meet local demand. Like
the rest of corporate America, the industry is faced
with a shortage of well-trained younger workers.
As a result, the utilities sector added just 200 jobs in

COLORADO ELECTRIC POWER CONSUMPTION
1997-2007
(In Millions of Kilowatt Hours)

Non- Percentage

Year residential Residential Total Change
1997 25,808 12,261 38,069 2.7%
1998 26,922 12,652 39,574 4.0
1999 27,440 13,131 40,571 25
2000 28,991 14,029 43,020 6.0
2001 29,766 14,470 44,236 2.8
2002 30,512 15,425 45,937 3.8
2003 30,770 15,725 46,495 1.2
2004 31,192 15,532 46,724 0.5
2005 31,567 16,473 48,040 2.8
2006° 32,125 16,886 49,011 2.0
2007° 32,780 17,231 50,011 2.0

*Estimated.

PForecast.

Source: Edison Electrical Institute Statistical Yearbook, Xcel Energy, and Colorado Business

Economic Outlook Committee.



Information

Overview

Companies in the Information Supersector
produce and distribute products and services
that inform, entertain, drive our culture, and direct
decisions that affect the entire economy. More
specifically, the supersector includes telecommuni-
cations and newspaper and software publishing,
Internet service providers (ISPs), broadcasting, and
entertainment industries. Very broad in terms of
the services provided, work skills, and size of com-
panies involved, the area is known for innovative
ideas and life-changing technologies.

Nationwide, the Information Supersector repre-
sented 1.7% of all establishments, 2.8% of total
employment, 4.3% of earnings, and 4.7% of GDP
in 2005. In Colorado, it represented 2.1% of estab-
lishments, 4.2% of employment, 6.9% of earnings,
and 8.6% of GSP. More than 70% of output in
Colorado’s Information Supersector is from the
telecommunications and broadcasting industries,
23% in the publishing industry, 6% in the informa-
tion and data processing industries, and 1% in the
motion picture and sound recording industries.

Rapid technological advances have and will con-
tinue to fashion the Information Supersector into a
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vibrant and growing combination of industries
that feeds America’s seemingly insatiable appetite
for media content and improved methods for shar-
ing that content. These technological advances
have resulted in large productivity gains, reducing
the need for employment. The average employee in
the Information Supersector contributes more
than twice as much to Colorado’s GSP as the aver-
age employee statewide. Not only that, the gap has
widened in recent years.

While the number of jobs in the Information Super-
sector decreased by nearly 28% between 2001 and

continued on page 40

2005 INFORMATION EMPLOYMENT, WAGES, AND ESTABLISHMENTS

Percentage Percentage Percentage
of Total Info of Total Info 2004 Average 2005 Average Change in
Category Employees Firms Annual Wages Annual Wages Wages

Telecommunications 38.7% 23.8% $73,754 $77,163 4.6%
Publishing Industries, except Internet 37.3 35.5 64,010 67,374 5.3
ISPs, Search Portals, and Data
Processing 8.9 16.5 68,951 77,075 11.8
Broadcasting, except Internet 8.2 5.8 57,569 55,345 -3.9
Motion Picture and Sound Recording 5.3 13.7 21,340 22,295 4.5
Internet Publishing and Broadcasting 1.4 3.7 73,001 70,016 -4.1
Other Information Services 0.2 1.0 51,981 49,136 -5.5
Total Information 100.0% 100.0% $65,770 $68,642 4.4%
Information in Denver Metro Area 62.5% 51.6% $71,131 $73,847 3.8%
Information in Rest of State 37.5 48.4 56,579 59,954 6.0
Total All Industries $40,296 $41,601 3.2%

Note: Differences occur between ES202 data and CES data series.
Source: Colorado Employment and Wages (ES202) and Colorado Business Economic Outlook Committee.
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2005, the supersector’s contribution to GSP
climbed 5.6% and the amount each employee
contributed to GSP grew more than 46%. In addi-
tion, the average annual wage in the Information
Supersector was 65% higher than that for all
industries statewide in 2005.

The U.S. Department of Labor estimates that,
nationwide, employment in the Information
Supersector will increase 11.6% between 2004 and
2014—slightly slower than the expected growth for
all U.S. employment of 14.8%. After decreasing
4.8% in 2005, Colorado employment in the
Information Supersector will continue to decline
slightly in 2006, but will grow again at a relatively
modest pace in 2007. Meanwhile, the contribution
this supersector makes to GSP will continue to
expand at healthy rates.

Publishing

Publishing is the second-largest industry in the
Information Supersector, represented by newspa-
pers, periodicals, books, directories, greeting cards,
software, and Internet material. Employment in
Colorado’s publishing sector contracted by more
than 7,000 jobs after reaching a peak in 2000, but
it is expected to be more stable in 2007. While
employment has been decreasing, the sector’s con-
tribution to Colorado’s GSP has been increasing,
topping $4.2 billion in 2004. The paradox is a clear
representation of the changing dynamics of the
industry, with firms adapting and exploiting new
technological opportunities, including online pub-
lications and digital productions, such as online
newspapers and information CDs.
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NewsPAPER, Book, AND DIRECTORY PUBLISHERS

One clear example of a changing industry is news-
paper publishers, which have been dramatically
affected by the Internet. Daily circulation is
decreasing but online visits have increased. In 2004,
total circulation at the Denver Post and the Rocky
Mountain News was 572,261, falling to 535,035 in
2005 and 511,550 in 2006 (Denver Business Journal
and Denver Post). Daily circulation at the papers
was down 3.2% and 2.9%, respectively, from 2005.
This trend has is not unique to the Colorado
region. According to the Denver Post, national
newspapers are reporting a similar trend, with 770
newspapers reporting a 2.8% slide in daily circula-
tion and a 4.3% decrease in Sunday circulation in
2006. However, downward circulation numbers
have been heavily compensated by increases in
online visits—the Denver Post and the Rocky
Mountain News reported a 33.9% “total brand
audience” increase between 2001 and 2006 (Rocky
Mountain News).

The publishing portion of GSP is expected to
increase to $4.8 billion in 2006, with employment
contracting by less than 100 jobs. Roughly 45% of
Colorado publishing companies have sales less
than $1 million, 49% of companies generate sales
between $1 million and $10 million, and 6% have
sales greater than $10 million.

SOFTWARE PUBLISHING

Companies in the software publishing industry
offer software packaging; software protection;
installation, including license agreements; and
distribution, support, maintenance, and license

renewal services. In 2005, a total of 561 companies
were classified in this subsector, employing approx-
imately 12,800 workers. After declining 27.6%
from 2000 to 2005, employment in this segment is
expected to stabilize in 2006 and 2007, losing 321
jobs in 2006 and 125 jobs next year.

Telecommunications

Telecommunication firms nationwide and in
Colorado are facing great uncertainty and change,
and will continue to do so for many years. Techno-
logical improvements in the quality, reach, and
capacity of broadband networks has dramatically
altered the market landscape, catapulting the tradi-
tionally separate fixed-line telephone, Internet-
access, and cable television distribution industries
into competition against and consolidation with
each other. Although the technology is still emerg-
ing (e.g., WiFi, WiMax, and 3G), convergence is
occurring between the cell phone and fixed-line
telephone industries, both seeking to provide
broadband services.

The primary source of revenue in the telecommu-
nications industry is shifting away from fixed-line
telephone service toward broadband access. The
traditional business model that relied on charging
for telephone calls based on time and distance has
been rendered obsolete by the cell phone industry
and Voice over Internet Protocol (VoIP). According
to the Federal Communications Commission (FCC),
revenue to U.S. firms from fixed-line international
voice calls slid steadily from $1 per minute in 1993
to $0.21 per minute a decade later. Cable distribu-
tion companies have capitalized on technological



advances in broadband networks, expanding into
the fixed-line telephone and Internet-access markets.

Traditional telecommunications firms are respond-
ing in grand fashion with the goal of protecting
their core voice business and capitalizing on
demand for broadband and related services. Earlier
concerns about excess network capacity have dissi-
pated as demand has increased globally for services
requiring larger amounts of bandwidth, especially
video. Verizon purchased MCI and is investing vast
amounts of capital into a new network, FiOS (fiber
optic services), that will have the capability to
deliver high-quality voice, data, and television
transmission directly to each consumer. In addition,
FiOS will allow Verizon to control which service
providers operate on the network. SBC purchased
AT&T, took its name, and is currently in the pro-
cessing of acquiring Bell South. AT&T is in the
process of upgrading its network to allow customers
to purchase video services using Internet protocol
(IPTV), in addition to fixed-line telephone and
Internet access. Qwest, headquartered in Colorado,
has the ability to offer DSL Internet access along
with its fixed-line telephone service. It also has pilot
projects under way to provide video services over
existing telephone lines in Phoenix, Arizona, and
Highlands Ranch, Colorado. Rather than upgrading
its network along the same lines as AT&T and
Verizon, however, Qwest is reselling video services
from other providers, mainly via satellite.

Furthermore, Level 3, also headquartered in Colo-
rado, is emerging as a major player in the industry
on the basis of its vast network and its rapid acqui-
sition of smaller firms over the last few years.
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INFORMATION EMPLOYMENT
1997-2007
(In Thousands)
Year Publishing Telecommunications Other Total
1997 25.3 29.6 18.8 73.7
1998 28.5 38.5 19.4 86.4
1999 325 42.9 21.6 97.0
2000 359 46.0 26.5 108.4
2001 34.8 46.8 25.7 107.3
2002 31.1 39.1 22.7 92.9
2003 30.3 34.5 19.8 84.6
2004 29.7 325 19.0 81.2
2005 28.8 29.9 18.5 77.3
2006° 28.4 28.4 18.9 75.7
2007° 28.7 27.9 19.4 76.0
*Estimated.
PForecast.

Source: Colorado Department of Labor and Employment and Colorado Business Economic Outlook Committee.

While providing for a vibrant and growing indus-
try, convergence has not created ideal conditions
for employment growth. Labor-saving techno-
logical improvements, regulatory changes, and
consolidation have reduced employment in the
telecommunications industry considerably. Still,
this segment of the Information Supersector, which
is the largest, cut 21,100 jobs in Colorado since
early 2001, more than half of the jobs lost in the
supersector during that period. The trend has
accelerated during the last two years; more than
three-quarters of the jobs lost in the Information
Supersector were lost in telecommunications since

January 2005. Employment has decreased 5.2%
year-to-date through September.

While some of the jobs lost over the last two years
were the result of long-run trends, much of it was
due to regulatory changes. Beginning in 1996,
Congress and the FCC required incumbent Bell
companies to lease, at wholesale rates, portions of
their legacy networks to competing local exchange
carriers (CLECs). Pursuant to a court order, the
FCC began allowing incumbents to charge CLECs
market-based prices and to discontinue offering
certain wholesale services in March 2005. Many

continued on page 42
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observers believe this change continues to cause
difficulty for many CLECs.

Employment opportunities will remain limited
through 2007 due to labor-saving technological
improvements and consolidation. Employment in
the telecommunications industry will fall 5.1% in
2006 and another 1.8% in 2007. The types of job
surviving the cuts since 2001 have been increas-
ingly high-skilled and high-paid, and average
wages have increased. This trend will continue
through 2007.

Information Technology

Information Technology (IT) is one of the most
pervasive business technologies, having applica-
tions in every industry. Companies are continually
realizing IT is an integral marketing component to

meet changing customer and business needs, and
are adapting their businesses to incorporate IT for
e-commerce and for better information gathering
and dissemination. Colorado boasts IT as a major
component of the Colorado economy, providing
high-tech jobs and above average wages. The
Colorado Department of Labor and Employment
lists more than 78,300 IT-related jobs in the state,
with an average wage of $36.55 per hour. However,
in 2005 the Bureau of Labor Statistics reported
20,790 employees in specific IT fields. The varia-
tion is due to differing classifications for IT
employment—an employee utilizing IT within a
company, or an employee working specifically in
the IT sector. Both metrics make an impressive
statement about the technological prowess of the
Colorado residents and businesses.

COLORADO INFORMATION TECHNOLOGY LABOR MARKET BY OCCUPATIONAL TITLE, 2005

Occupational Title

Computer and information systems managers
Computer and information scientists, research
Computer programmers

Computer software engineers, applications
Computer software engineers, systems software
Computer specialists, all other

Computer support specialists

Computer systems analysts

Database administrators

Network and computer systems administrators
Computer hardware engineers

Computer science teachers, postsecondary
Total

Employment Estimates Average Hourly Wage
4,900 $50.71
380 41.11
7,270 32.97
14,760 38.91
11,210 39.28
3,420 32.52
12,370 22.79
12,920 34.63
2,650 30.65
5,580 31.18
2,300 47.25
590 NA
78,350 NA

Source: Colorado Department of Labor and Employment.
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The Information Supersector includes three
segments of IT: (1) ISPs, search portals, and data
processing; (2) software publication (as part of the
publishing industry); and (3) Internet publishing
and broadcasting. In 2005, these three sectors rep-
resented 27% of Information Supersector employ-
ment and nearly $1.8 million in compensation.
While employment decreased 5.9% in these indus-
tries overall in 2005, total wages increased 2%.
These segments are expected to add growth to GSP
in 2007, while employment in the software publi-
cation segment will decline slightly.

Other

MorTion PicTuRE AND TELEVISION INDUSTRY

The motion picture, television, and commercial
production industry is evolving as a global indus-
try. It has been growing recently in Colorado,
which should continue through 2007.

The reemergence of the Colorado Film Com-
mission is creating a stabilizing influence in the
statewide production community. The commis-
sion is fostering better communication with com-
munities about production opportunities and
other resources across the state. The infrastructure
provided by the commission is leading to a more
proactive response to feature, television, and com-
mercial producers, and is resulting in productions
being filmed in Colorado.

In addition, after almost a decade of proposals to
create a film incentive in the state, the Colorado
Legislature passed Colorado’s first-ever film incen-
tive legislation in 2006. This is already resulting in



production companies looking at Colorado as a
film destination again, especially for low- to mid-
budget productions. The incentive program will
lead to more feature film production in Colorado in
2007 than in prior years. The continued growth of
cable and satellite television production and related
services will also lead to additional job growth.

INTERNET PUBLISHING AND BROADCASTING

In 2005, a total of 130 companies, employing
approximately 1,050 workers in Colorado, were
classified in the Internet publishing and broadcast-
ing subsector. Employment growth is expected to
be less than 100 jobs in both 2006 and 2007.

ISPs, SearRCH PoORTALS, AND DATA PROCESSING

This subsector includes companies that provide the
following Internet services: access, searching, host-

ing data management, security, data processing,
content delivery, shared use of data, and navigation.
Consolidation in this subsector has stabilized and
slightly increased, with the number of establish-
ments climbing back to 2003 levels. More than 600
companies were classified in this category in Q1
2006, with total employment of about 7,000. The
number of ISPs has increased, with 201 establish-
ments in 2005, 9 more than the previous year.
Most firms are located in the Denver/Boulder area.
Colorado employment in this industry has been
contracting for several years, but started growing
again in 2006 after hitting a low of 6,796 employees
in June 2005 following industry consolidations.
Given the innovation and transformation in this
industry, growth is expected through 2007, with
200 jobs added in 2006 and in 2007.
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Summary

After decreasing by an estimated 1,600 jobs in
2006, employment in Colorado’s Information
Supersector is expected to remain fairly stable in
2007, increasing by about 300 jobs. GSP in the
supersector, however, is expected to continue
showing healthy growth. Rapid technological
evolution has thrown Colorado’s information
firms into direct competition with firms through-
out the nation and the world. GSP earned in the
Colorado Information Supersector represents just
3.3% of the amount earned in this area nation-
wide. Whether this ratio increases in the future
will depend on how skillfully the state’s firms
compete globally in the midst of constant and
rapid change. <

COLORADO INFORMATION SECTOR GROSS STATE PRODUCT

1997-2005
(In Millions of Current Dollars)
Sector 1997 1998 1999 2000 2001 2002 2003 2004 2005

Information Sector Total $10,183 $12,971 $15,845 $18,222 $17,737 $17,547 $17,709 $17,943 $18,729

Publishing 2,217 2,866 3,474 3,777 3,793 3,835 3,788 4,040 NA

Motion Picture/Sound Recording 169 184 353 637 763 256 246 226 NA

Broadcasting/Telecommunications 7,243 9,546 11,533 12,937 12,261 12,491 12,718 12,674 NA

Information/Data Processing Services 553 375 485 870 920 965 957 1,003 NA
Colorado Total GSP (All Industries) 132,881 $143,160 $156,284 $171,862 $178,078 $182,154 $188,873 $201,392 $216,537
Information as Percentage of Colorado Total 7.7% 9.1% 10.1% 10.6% 10.0% 9.6% 9.4% 8.9% 8.6%
®Estimated.
PForecast.

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Financial Aclivities

he Financial Activities Supersector is comprised
of two sectors: (1) Finance and Insurance and
(2) Real Estate and Rental and Leasing.

More than half of the employees in the Finance
and Insurance Sector work at credit intermediaries,
such as banks, credit unions, and other consumer
savings and lending organizations. About 40% of
the workers in this sector are employed at insur-
ance carriers, and the remainder work at securities
or investment firms. The most noteworthy finan-
cial organization is the Denver Branch of the
Kansas City Federal Reserve.

The Real Estate and Rental and Leasing Sector
includes real estate-related payroll jobs. In addi-
tion, the sector includes rental and leasing services.
This category consists of companies that lease any-
thing from real estate to equipment to formal wear.

Between 1996 and 2005, the Financial Activities
Supersector grew at a compound annual growth
rate (CAGR) of 2.4%, with the strongest employ-
ment growth occurring in credit intermediation
(3.8%). Employment in the Insurance and
Securities Sectors increased at a CAGR of 1.8%.
Real estate employment climbed 2.9%, and rental
and leasing employment grew 2.1%.

In 2006, the Finance and Insurance Sector is
expected to add approximately 2,100 jobs, while
the Real Estate and Rental and Leasing Sector
should grow by 1,300 positions. In 2007, the
Finance and Insurance Sector will experience
slower growth, yet it is still anticipated to add 900
jobs, while the Real Estate and Rental and Leasing
Sector should add roughly 1,400 jobs.
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Finance and Insurance

ComMERCIAL BANKING

Many of the trends spawned by deregulation in the
80s and 90s still impact commercial banking today.
High levels of consolidation persist, and banks con-

tinue to dramatically expand their service offerings.

While the general sentiment of “bigger is better”
remains, smaller community banks are not extinct
just yet. In fact, by establishing a niche focus, many
have been able to not only survive, but thrive.

Computerization and automation are also radically
altering the business of banking. Between ATMs
and online offerings, banking can now be con-
ducted anytime, anywhere.

While the forces of technology may ultimately
threaten the traditional brick and mortar institu-
tion, of much more immediate concern is the cur-
rent interest rate environment. An inverted yield
curve is putting pressure on net interest margins.
This is especially troublesome at smaller banks,

FINANCIAL ACTIVITIES EMPLOYMENT
1997-2007
(In Thousands)

Finance and Real Estate and

Year Insurance Rental and Leasing Total®
1997 93.9 41.2 135.2
1998 100.2 42.6 142.8
1999 103.1 44.3 147.4
2000 101.9 45.1 147.0
2001 102.3 46.0 148.3
2002 103.5 46.1 149.5
2003 107.1 47.1 154.1
2004 107.3 47.3 154.6
2005 109.8 48.3 158.1
2006° 111.9 49.6 161.5
2007° 112.8 51.0 163.8

#Due to rounding, the sum of the individual items may not equal the total.

PEstimated.

‘Forecast.

Source: Colorado Department of Labor and Employment and Colorado Business

Economic Outlook Committee.



which are less diversified and thus more exposed to
changing interest rate term structures. These strug-
gles are further exacerbated by the slowdown in the
housing market and the continued erosion of con-
sumer credit. New home construction is down sig-
nificantly, and delinquency rates on first mortgage
loans have risen steeply. While larger institutions
have business lending to fall back on, smaller banks
rely heavily on commercial lending, with mort-
gages typically representing upwards of 50% of
their assets. A bank’s ability to diversify its assets

and augment interest income with revenue from
fees and other nontraditional sources will be the

determinant factor in its performance during the
year to come.

SAVINGS AND LOANS

The importance of the savings and loans (S&L)
institutions in the U.S. financial sector has dimin-
ished steadily since the crisis in the late 1980s.
Currently, S&L employment in Colorado totals just
1,500—representing less than 1% of all jobs in the

FINANCIAL MARKETS
INTEREST RATES
2000-2007
3-Month Treasury 10-Year Treasury a
Month End (Monthly Rates) (Monthly Data) Spread
December 2000 6.00% 5.24% -0.76%
June 2001 3.57 5.28 1.71
December 2001 1.72 5.09 3.37
June 2002 1.73 4.93 3.20
December 2002 1.21 4.04 2.83
June 2003 0.94 3.33 2.39
December 2003 0.91 4.27 3.36
June 2004 1.29 4.73 3.44
December 2004 2.22 423 2.01
June 2005 3.04 4.00 0.96
December 2005 3.97 4.47 0.50
June 2006 4,92 5.11 0.19
December 2006" 5.10 4.80 -0.30
June 2007° 4.75 4.35 -0.40
December 2007° 4.00 450 0.50

#Spread=10-year rate minus 3-month rate.
PForecast.

Source: Federal Reserve Board, Consensus Forecasts, and Colorado Business Economic Outlook Committee.
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Financial Activities Supersector. Nationwide, S&L
institutions are impacted by many of the same
trends affecting their commercial banking counter-
parts. In Colorado, the recent announcement of
Washington Mutual’s plans to close nine Colorado
branches, predominantly in the northern part of
the state, indicates further contraction of the
industry.

CRrepIT UNIONS

Overall, credit union growth in Colorado is
expected to be moderate in 2007. Although total
assets should increase, it is anticipated that little
will come from new members. Loan demand
should improve, but given that many potential bor-
rowers already have large amounts of outstanding
debt, decreasing equity in homes, and less than
stellar credit histories, finding credit-worthy bor-
rowers could be challenging. Thin net interest mar-
gins will lead to a continued focus on interest rate
risk management and the need to control costs.

In 2007, consolidation of credit unions is expected
to continue. With more stringent demands of regu-
latory compliance, pressure to add and maintain
technology, increased competition for member
loans from Internet and indirect programs, and the
higher expense of providing benefits to employees,
credit unions must look for ways to achieve more
favorable economies of scale. Nonetheless, credit
unions of all sizes will remain financially sound
with strong capital as they continue to focus on
member service in an effort to create a competitive
advantage over other types of financial institutions.

continued on page 46
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FINANCIAL MARKETS

If the price action in the financial markets fore-
shadow future expectations, then what are the
markets saying now? The Dow rose to a new all-
time high, above 12,000, which is an impressive
feat, albeit at the time of this writing, the NASDAQ
was still trading at less than half its lifetime high of
more than 5,000 that was reached in 2000. Crude
oil has traded upward of $80 per barrel this year
only to fall below $60 per barrel. At press time, it
was hovering around OPEC’s target of $60 per bar-
rel. Similarly, gold has traded at more than $700

per ounce, then dropped to below $600 per ounce.
As of the end of October 2006, it was hovering
around $600 per ounce.

Concurrent with this almost schizophrenic price
action, the Federal Open Market Committee
(FOMC) has completed 17 rate hikes of 25 basis
points each, driving the Fed Funds target rate to
5.25% at the June 29 meeting. The FOMC has
maintained steady policy through the August,
September, and October meetings, and the market
currently expects unchanged policy at the
December 12, 2006, meeting.

Fed Funds Futures were at one point pricing in
odds of an ease in monetary policy as early as Q4
2006. Now those same Fed Fund Futures suggest
that there might be a chance of further policy
tightening in the first half of 2007. The yield curve,
which is also viewed as a predictor of economic
expectations, has been more consistent in its story.
Over the last 15 years, the yield curve, as measured
by the difference in yield between the Treasury note
that matures in 2 years and the 30-year Treasury
bond, is usually positively sloped to the tune of 140
basis points. In 2006, however, the yield curve

FINANCIAL MARKETS
STOCKS
1996-2005
(Year-End Close)
Value Index (1996=100)
Bloomberg Bloomberg
Year S&P 500 Dow Jones NASDAQ  Colorado Index S&P 500 Dow Jones NASDAQ Colorado Index
1996 740.7 6,448.3 1,291.0 136.4 100.0 100.0 100.0 100.0
1997 970.4 7,908.3 1,570.4 148.0 131.0 122.6 121.6 108.5
1998 1,229.2 9,181.4 2,192.7 143.7 165.9 142.4 169.8 105.3
1999 1,469.3 11,497.1 4,069.3 230.6 198.3 178.3 315.2 169.1
2000 1,320.3 10,788.0 2,470.5 228.2 178.2 167.3 191.4 167.4
2001 1,148.8 10,021.6 1,950.4 204.4 155.1 155.4 151.1 149.9
2002 879.8 8,341.6 1,335.5 167.2 118.8 129.4 103.4 122.6
2003 1,111.9 10,453.9 2,003.4 237.0 150.1 162.1 155.2 173.8
2004 1,211.9 10,783.0 2,175.4 278.9 163.6 167.2 168.5 204.5
2005 1,248.3 10,717.5 2,205.3 326.0 168.5 161.9 170.8 239.1

Source: Free Lunch (Economy.com), Bloomberg, and Colorado Business Economic Outlook Committee.
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FINANCE AND INSURANCE EMPLOYMENT
1997-2007
(In Thousands)

Credit
Intermediation Securities, Insurance Carriers Other Finance and
and Related Commodities, and and Related Insurance

Year Activities Other Activities Activities Activities Total®
1997 404 13.0 36.4 4.1 93.9
1998 44.1 13.9 38.7 35 100.2
1999 45.3 15.3 40.2 2.3 103.1
2000 43.5 17.9 38.9 1.6 101.9
2001 45.0 17.4 39.0 0.9 102.3
2002 47.4 15.1 39.3 1.7 103.5
2003 50.7 13.9 39.5 3.0 107.1
2004 51.5 134 39.4 2.9 107.3
2005 52.8 13.7 40.1 2.3 109.7
2006° 53.6 13.9 40.9 35 111.9
2007° 54.1 14.1 41.1 35 112.8

®Due to rounding, the sum of the individual items may not equal the total.

PEstimated.

‘Forecast.

Source: Colorado Department of Labor and Employment and Colorado Business Economic Outlook Committee.

hinted at a risk of recession, but more than likely
it just reduced economic activity. The curve has
inverted as much as -22 basis points, which sug-
gests a potential recession, to a positive slope of as
much as 31 basis points, which points to marginal
economic growth. At the time of this writing, the
curve is extremely flat, with a slope of less than 10
basis points.

The wildcard concerning future FOMC policy
action lies with the core inflation rate. Rising
energy costs and a high rate of capacity utilization

served to push the inflation rate above the comfort
zone of the FOMC. Moving into Q4 2006, various
members of the Federal Reserve System have voiced
the inflation vigilance mantra. Consequently, the
financial markets have had to adjust to the possibil-
ity that further tightening of monetary policy may
be deemed necessary.

An easing of prices in the energy complex, most
notably oil, reduces inflationary pressure and
relieves strain placed on consumer discretionary
spending. Rising long-term and short-term interest
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rates slow the housing market. The FOMC is
constantly battling a push-pull effect. A devalua-
tion in the housing market depletes the piggy bank
from which the consumer has been withdrawing
equity to make purchases. However, as economic
data hint at a slowing, the market anticipates the
next move and long-term rates come down, effec-
tively reinvigorating the housing market and pro-
viding a new lifeline to the consumer. How
dramatic the housing correction is and the propen-
sity of the American consumer to spend, coupled
with the inflationary nature of rising oil prices, are
the issues fundamental to understanding the strug-
gle both the FOMC and the financial markets are
grappling to discount.

Many of the themes mentioned in this section of
the 2006 edition of this book are playing them-
selves out now, while others, such as the under-
funded pension issue, are of a longer term nature.
Interest rates did rise, and this made home owner-
ship less affordable. The weakness of the housing
market has been evident in the foreclosure rate in
Colorado. If the expectation for an ease in mone-
tary policy does occur in the second half of 2007,
which would lead to further declines in long-term
interest rates, then one could expect housing to sta-
bilize and excess inventory to be absorbed. Given
the magnitude of foreclosures already experienced
in Colorado, it is hoped that we are at the leading
edge of this cycle and will show signs of recovering
ahead of the rest of the nation.

continued on page 48
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continued from page 47

REAL ESTATE AND RENTAL AND LEASING EMPLOYMENT
1997-2007
(In Thousands)

Year Real Estate Rental and Leasing Total®
1997 27.0 14.2 41.2
1998 27.9 14.7 42.6
1999 28.8 155 44.3
2000 29.7 154 45.1
2001 32.0 14.0 46.0
2002 32.2 13.9 46.1
2003 32.9 14.2 47.1
2004 33.3 14.0 47.3
2005 34.3 14.0 48.3
2006° 35.3 14.3 49.6
2007° 36.3 14.7 51.0

#Due to rounding, the sum of the individual items may not equal the total.

PEstimated.

‘Forecast.

Source: Colorado Department of Labor and Employment and Colorado Business

Economic Outlook Committee.

INSURANCE

While 2006 has seen a significant increase in the
number of jobs added in the Insurance Sector, this
area will stabilize in 2007. Employing just over
40,000 people in Colorado, the sector is comprised
of two main categories: life/health and property/
casualty. Fueled by a more favorable litigation envi-
ronment, and with the effects of the now super-
seded property/casualty no-fault statute, we have
seen new entrants into the Colorado market,
accounting for the increase in jobs in 2006.
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Technology continues to impact most areas of
insurance on the carrier side, including underwrit-
ing, claims, and rating. However, the need for sales
professionals, brokers, and agents remains strong.

The overall impact of slower economic growth in
other sectors that the insurance industry depends
on, including residential and commercial construc-
tion, combined with slower migration into the
state and lower premiums in many areas, may sta-
bilize growth to rates experienced prior to 2006.

Real Estate and Rental and Leasing

CommERCIAL REAL ESTATE

Colorado’s Commercial real estate (CRE) industry
is benefiting from a revitalized state economy.
Diverse industries such as defense, manufacturing,
energy, tourism, information, and agriculture are
attracting new levels of capital not seen since the
last decade. Following the capital are businesses,
jobs, and in-migration, so expect new construction.

Metro Denver CRE, in general, has seen very posi-
tive trends during the past couple of years, mainly
due to market discipline, investor and consumer
confidence, and renewed business activity.
According to CB Richard Ellis, the office market is
exhibiting strong fundamentals. Talk of speculative
construction has even been overheard. Year-over-
year overall office vacancy fell from 20.5% in 2005
to 14.2%. The metro retail market rebounded, too,
with year-over-year positive absorption, rising lease
rates, and overall retail vacancy dropping to 5.7%
from 7.5%. This is particularly impressive as 5.6
million square feet has come online through
September 30, 2006. Grubb & Ellis reports that the
metro industrial market activity has been inconsis-
tent, but on a positive note, large space availability
is shrinking due to local expansions and new ten-
ants entering the market. Booming construction
along the I-70 corridor has actually pushed overall
vacancy up to 9.4% from 8.31%. Job growth and
local and national business activity are primary
drivers pushing CRE activity in 2007.



Development in Northern Colorado is moving

at a brisk pace. In the last five years, more than

3.5 million square feet of new retail space was
constructed, and another 4 million is planned in
the next five years. Realtec notes that industrial,
retail, and office vacancy rates have increased year-
over-year from 2005 to 2006. Activity in Fort
Collins may slow in 2007, but expect Loveland to
remain strong.

Southern Colorado continues to be the recipient
of defense spending. Substantial investment by
the federal government attracts ancillary business
and population. Population projections for 2010
call for a 24% increase over 2000. Of course, the
Colorado Springs MSA is a major beneficiary as
CRE activity is reaching the record absorption
and investment highs of 2000. Turner Commercial
Research notes that office vacancy now stands at
7.8% compared with 11.8% in 2005, and lease
rates continue their upward momentum. Retail
and industrial vacancy rates have improved to
6.6%, and lease rates are rising, too, as supply has
been slowly absorbed. Single-digit vacancy rates
portend speculative construction opportunities in
southern Colorado.

Strong CRE activity along the Western Slope is a
direct result of the revitalization of the energy busi-
ness. It could get even better if Shell Corporation
puts its Rio Blanco County oil-shale operation into
full production. Although it has been reported that
foreclosure rates for the state are among the highest
in the nation, First American Heritage Title Com-
pany notes that residential foreclosures in 2006
have continued to drop year-over-year. Expect

increased demand for commercial and industrial
building permits as vacancy rates are at very low
levels and laborers continue moving to the area.

Alook around the state might suggest that CRE
activity is strong and poised to reach even higher
levels. The strength of the CRE industry, however,
is strongly tied to economic vitality and job
growth. The increased activity could imply that
companies in 2007 are intending to fill properties
with employees.

Real Estate Employment

Overall employment in the real estate sector will
reach 35,300 jobs in 2006, an increase of 1,000
from last year. Similar growth is expected in the
sector in 2007.

Employment growth will be driven by a balance of
growth in office, industrial, retail, and residential
markets. Strong growth in the residential market
will occur along the Western Slope and as a result
of low and relatively stable interest rates. In addi-
tion, some of the employment growth will be nec-
essary to deal with transactions related to record
level foreclosures over the past year.

RENTAL AND LEASING

Rental and Leasing is one of the more diverse sec-
tors in the North American Industry Classification
System (NAICS) structure. Because NAICS cate-
gories are defined by process, it includes an array of
companies tied together by their renting or leasing
function, but often totally unrelated. The sector is
consumer-driven and tends to pattern general eco-
nomic and population growth trends. Companies
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VACANCY RATES IN COLORADO
COMMERCIAL REAL ESTATE MARKETS

20052 2006%

Metro Denver

Industrial 8.3% 9.4%

Retail 7.5 5.7

Office 20.5 14.2
Southern Colorado

Industrial 11.8 6.6

Retail 7.6 6.6

Office 11.8 7.8
Fort Collins

Industrial 4.7 4.9

Retail 5.4 5.9

Office 12.4 125
Loveland

Industrial 2.9 3.7

Retail 1.9 3.2

Office 1.7 6.4
Greeley

Industrial 8.0 9.1

Retail 6.0 6.0

Office 20.9 13.0
®As of Q3.

Source: Ross Research, Sierra Commercial Real Estate,
Realtec, and Colorado Business Economic Outlook Committee.

classified within the sector include companies that
rent or lease equipment, videos, cars, and formal
wear. The sector is expected to add roughly 300
jobs this year, and an additional 400 in 2007. ==
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Professional and Business Services

Overview of Service Industries

Between 1996 and 2005, the Professional and
Business Services (PBS) Supersector was the
leading growth sector in the state, with a net
increase of almost 62,000 jobs. This represents 19%
of the total jobs gained during that period. The
supersector led the state economy out of the reces-
sion in the second quarter of 2004 and is expected
to continue in that leadership role in 2007. This
supersector is anticipated to add over 15,000 jobs
in 2006 and 13,900 next year.

Several factors affect the long-term outlook for
employment in the PBS Supersector: the continued
globalization of markets for labor, goods, and serv-
ices; the pace of technological change; the growth

of the Asian economies; global labor force migra-
tion; and changes in demographics. The PBS
Committee believes that there are three points rele-
vant to these factors.

First, demand will be increasing for the expertise
and support provided by companies in the PBS
Supersector.

Second, the fastest-growing occupations typically
occur in the services areas. Nationally, the Bureau
of Labor Statistics employment projections for
2002-2012 identified the following five occupa-
tions as having the highest annual growth rates:
software publishers (5.3%); management, scien-
tific, and technical consulting services (4.5%);
community service facilities for the elderly (4.5%);

computer systems design (4.5%); and employment
services (4.4%). Approximately 2.8 million jobs
will be added in the services sector nationally.

Third, the supply of high-quality labor must be
sustained by the educational systems of the United
States and of the rest of world.

Service industries continue to grow significantly
and often pay higher than average wages. In fact,
Colorado wages have remained above the national
average because the high-paying jobs that have
been lost in manufacturing and telecommunica-
tions have been replaced by high wage jobs in this
supersector.

2005 PROFESSIONAL AND BUSINESS SERVICES SUPERSECTOR EMPLOYMENT AND WAGES

Firm Employment  Average Wage
Percentage of Percentage of Employees T(_)tal Wages Percentage of
Subsector Supersector  Supersector  Per Firm (in Billions) Supersector  Average Wages

Professional, Scientific, and Technical 70.2% 49.3% 6 $10,541 61.8% $67,569
Management of Companies and Enterprises 3.5 7.9 20 2,483 14.6 99,729
Admin & Support and Waste Management 26.3 42.8 14 4,030 23.6 29,792
Total PBS Supersector 100.0% 100.0% 9 $17,054 100.0% $53,939
Total State (Private) 11 $76,678 $41,238
PBS as Percentage of State Total 21.5% 17.0% 22.2%

Source: Colorado Department of Labor and Employment, Quarterly Census of Employment and Wages.

50



PBS is important to the Colorado economy because
of its size and because of its average wages. In terms
of employment, PBS the third-largest supersector
in Colorado, following Trade, Transportation, and
Utilities, and Government. It accounts for about
17% of total nonagriculture wage and salary
employment.

The PBS Supersector is divided into three NAICS
sectors, based on the fundamental processes of the
companies: Professional, Scientific, and Technical
Services; Management of Companies and Enter-
prises (MCE); and Administrative and Support and
Waste Management and Remediation Services
(ASWMRS). They each make significantly different
contributions to the economy in terms of job and
wage opportunities.

Overall, there are about 36,000 PBS business estab-
lishments in Colorado, with an average firm size of
approximately 10 employees. Firms in the PST are
slightly smaller, with an average size of 6 employees
and average annual wages of $67,569. The second
sector, MCE, includes 1,249 companies. These
firms average approximately 20 employees with
average annual wages above $99,729. Finally,
ASWMRS includes approximately 9,411 establish-
ments with an average size of 14 workers and aver-
age annual wages of $29,792.

Employment Outlook

Even though a forecast has been made of the entire
supersector, a few chosen sectors will be discussed
in detail because of their importance to the
Colorado economy.
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PROFESSIONAL, SCIENTIFIC, AND TECHNICAL SERVICES SECTOR EMPLOYMENT
1997-2007
(In Thousands)

Other
Professional,
Engineering and Computer Scientific, and
Legal Architectural Systems Design Technical Percentage
Year  Services Services Services Services Total® Change
1997 145 29.4 30.7 53.3 127.9 7.6%
1998 14.6 31.0 33.1 55.5 134.2 4.9
1999 14.8 33.2 39.0 58.0 145.0 8.0
2000 15.1 34.3 45.4 59.0 153.8 6.1
2001 15.5 37.5 42.7 58.3 154.0 0.1
2002 15.8 36.0 35.9 56.8 144.5 -6.2
2003 16.3 35.4 33.1 57.0 141.8 -1.9
2004 16.6 36.8 34.1 60.6 148.1 4.4
2005 17.4 38.8 35.6 64.0 155.8 5.2
2006°  18.0 42.2 37.0 66.9 164.1 5.3
2007° 18.6 45.1 38.0 69.8 171.5 4.5
Due to rounding, the sum of the individual items may not equal the total.
PEstimated.
‘Forecast.

PROFESSIONAL, SCIENTIFIC, AND TECHNICAL
SERVICES SECTOR

The major subsector classifications for the
Professional, Scientific, and Technical Services
Sector are legal; accounting; tax preparation,
bookkeeping and payroll services; architectural,
engineering and related services; computer systems
design services; scientific research and manage-
ment, and technical consulting services, scientific
research and development services; and advertising
and related services. A number of companies in
this category are closely tied to the entrepreneurial,

high-tech economy that is important to the state
economy. This sector is expected to grow by 5.3%
in 2006 and 4.5% in 2007.

LEGAL SERVICES

This subsector provides an example of the diversity
of jobs within the professions of the PBS Supersec-
tor. Nationally, less than one-third of the employ-
ees in legal services are attorneys. Legal secretaries
fill about 20% of the jobs, paralegals make up 13%

continued on page 52
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continued from page 51

of the workforce, and the remainder is spread
across 129 other legal occupations.

The legal services industry grew, albeit slowly,
through the expansionary and contractionary eco-
nomic cycles of the 1990s and into the mid 2000s.
Demand for law school graduates is strong and is
expected to continue in both the private and public
sectors, particularly in the areas related to real
estate, intellectual property, environmental, anti-
trust, financial services, and general commercial
litigation.

The business practices of legal firms are moving
toward more competitive corporate modes, com-
plete with marketing departments and business
development directors. Several years ago, the big
accounting firms opened legal service subsidiaries.
Employment is expected to grow at a rate of 3.4%
in 2006 and 3.3% next year.

ARCHITECTURAL, ENGINEERING, AND RELATED
SERVICES SECTOR

The Architectural, Engineering, and Related
Services Sector (A&E) is expected to experience
another healthy increase in employment in 2006.
With employment losses in 2001 through 2003, the
sector rebounded with an increase of 5.4% in 2005.
The committee anticipates a strong 8.8% growth in
2006 and 6.9% the following year.

Several factors affect this job forecast. Engineers
and architects are involved in the planning and
construction of capital infrastructure. Government
capital spending on infrastructure has increased this
past year as a result of the passage of Referendum
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C, which provides a temporary, five-year “timeout”

from TABOR, allowing state government to keep
and spend the revenues from existing taxes. Pent-
up demand for the services of engineers and
architects will continue for several years as a result
of the backlog of deferred maintenance projects.

In addition, A&E services will be required for the
construction of FasTracks and various projects
resulting from the passage of recent school bond
elections. Demand for A&E services will also be
needed in the residential housing market on the
Western Slope, commercial markets, the construc-
tion of tourist destinations, the remodeling of
medical facilities, and the design of new biofuels
plants. Moreover, new mining facilities are being
planned to accommodate growing global demand
for raw materials, and military infrastructure
spending in Colorado is increasing, particularly in
El Paso and Pueblo counties.

Finally, space exploration, defense, and homeland
security are other sources of demand for engineer-
ing talent, particularly in El Paso County. Among
the large projects in the near future is the develop-
ment of Crew Exploration Vehicle. Furthermore,
engineers and scientists, especially those with

One metro agency that replaced all of its
traffic signal bulbs with LCDs experienced
a decrease in electricity costs from
$80,000 to $18,000 per year.

experience in energy efficiency, provide essential
services in making the transition to new technolo-
gies as a means of allowing organizations to oper-
ate more efficiently. To help offset the effect of
rapidly rising fuel costs in recent months, several
public agencies are investing in energy-saving
devices to avoid reducing other expenditures in
order to stay within budget. For example, one
group has replaced traffic signal bulbs with more
efficient LCDs. Others are replacing office lighting
with more efficient fixtures and bulbs. The energy-
saving payoff for these capital costs is in the range
of three to seven years. One metro agency that
replaced all of its traffic signal bulbs with LCDs
experienced a decrease in electricity costs from
$80,000 to $18,000 per year.

Though the demand for engineering and architec-
tural services will increase, the supply of engineers
and architects may not. According to Science &
Engineering Indicators 2006, a report from the
National Science Board, the total number of sci-
ence and engineering degrees earned in the United
States from 1980 to 2000 grew at an annual rate of
1.4%. Yet this is far below the 4.2% growth of sci-
ence and engineering jobs. The gap has been filled
by foreign employees, or the work has been sent
abroad. Finally, demographic change is stressing
the job market. Nearly 30% of all science and engi-
neering degree holders currently in the labor force
are age 50 or older. Their retirement will create a
significant brain drain in this sector, or it will lead
firms to creatively engage the services of employees
on flex schedules or through part-time employ-
ment after they retire.



ComPUTER SYSTEMS DESIGN AND RELATED
SERVICES SECTOR

One of the fastest-growing sectors in the late
1990s was Computer Systems Design and Related
Services, with employment growing at a CAGR of
13.9% from 1997 to 2000. However, it was one of
the fastest-declining sectors from 2001 to 2003,
contracting 12% CAGR. In 2004 and 2005, the
sector grew by 3% and 4.4%, respectively, and is
anticipated to increase 3.9% in 2006 and 2%

next year.

Several factors have stimulated the rebound in
Computer Systems Design and Related Services
employment. As networks have become more
sophisticated, computer applications companies
have become more aggressive in forcing software
upgrades in order to accommodate increased secu-
rity needs and processing power. This has resulted
in the replacement of the vast majority of remain-
ing pre-Y2K computer systems. As with engineers
and architects, demand for services has not been
met with a supply of new talent. Increasingly, this
work is outsourced.

Management of Companies and
Enterprises

The Management of Companies and Enterprises
sector is among the most diverse in our supersec-
tor. The North American Industry Classification

System defines this sector as:

1. Establishments that hold the securities or other
equity interests in companies and enterprises for
the purpose influencing management decisions.
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ADMINISTRATIVE AND SUPPORT AND WASTE MANAGEMENT SERVICES SECTOR
1997-2007
(In Thousands)

Other Adm.
Employment  Services to Buildings Services and Percentage

Year Services and Dwellings Waste Mgmt. Total® Change
1997 48.0 28.1 54.0 130.1 9.9%
1998 48.2 29.3 55.3 132.8 2.1
1999 51.2 31.4 57.1 139.7 5.2
2000 54,5 33.0 58.4 145.9 4.4
2001 46.9 34.4 57.2 138.5 5.1
2002 39.0 34.1 57.7 130.8 -5.6
2003 36.2 35.0 56.4 127.6 -2.4
2004 38,5 36.9 56.2 131.6 4.7
2005 40.4 38.1 57.0 1355 1.3
2006"° 42.3 39.8 59.2 141.3 4.3
2007°¢ 44.1 41.5 61.5 147.1 4.1

Due to rounding, the sum of the individual items may not equal the total.

PEstimated.

°Forecast.

Source: Colorado Department of Labor and Employment and Colorado Business Economic Outlook Committee.

2. Establishments that administer, oversee, and
manage the strategic or organizational planning
and decision-making role of the company or
enterprise.

3. Establishments that consolidate essential mana-
gerial activities resulting in economies of scale.

In Colorado, companies in this sector include
headquarters of companies such as MDC
Holdings, the Anschutz Corporation, Big O Tires,

and Wild Oats Markets, along with regional head-
quarters of food, retail, and financial companies.
The sector has grown every year during the period
19962005, increasing employment at an annual-
ized rate of 5.6%. The PBS Committee believes
that the “outsourcing of management” is a wave
of the future and that Colorado is an appealing
place to locate a national or regional headquarters.
Employment is expected to climb 3.6% in 2006

and 2.7% next year.
continued on page 54
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continued from page 53

Administrative and Support and Waste
Management and Remediation Sector

The major subsector classifications for the
Administrative and Support Services portion of
this sector are employment services; professional
employer organizations; services to buildings and
dwellings; document preparation services; tele-
phone call centers; collection agencies; credit
bureaus, travel agencies; investigation and security

services; convention and trade show organizers;
solid and hazardous waste collection; landfill oper-
ations; materials recovery facilities; and other
remediation services. Employment growth of 4.3%
is expected for this sector in 2006, followed by a
4.1% increase next year.

More stringent environmental regulations should
stimulate the need for jobs in remediation of haz-
ardous waste, and for the control of greenhouse

gases. Newer regulations demand more environ-
mental evaluation of land prior to development.
The recycling of construction materials is expected
to increase as the global demand for these materials
grows. In particular, the demand for recycled steel
will remain high. The structural and reinforcing
steel taken from the demolition of several large
buildings in Colorado ended up overseas where it

TOTAL PROFESSIONAL AND BUSINESS SERVICES SUPERSECTOR EMPLOYMENT

1997-2007
(In Thousands)
Management of Administrative and
Professional, Scientific, Companies and Support and Waste Percentage

Year  and Technical Services Enterprises Management Services  Total® Change
1997 127.9 15.4 130.1 273.3 7.5%
1998 134.2 16.2 132.8 283.1 3.6
1999 145.0 17.7 139.7 302.4 6.8
2000 153.8 19.1 145.9 318.8 5.4
2001 154.0 19.8 138.5 312.3 -2.0
2002 144.5 20.9 130.8 296.2 -5.2
2003 141.8 22.5 127.6 292.0 -1.4
2004 148.1 24.5 131.6 304.1 4.2
2005 155.8 24.9 135.5 316.2 3.9
2006° 164.1 25.8 141.3 331.2 4.7
2007° 171.5 26.5 1471 345.1 4.2

#Due to rounding, the sum of the individual items may not equal the total.

PEstimated.

‘Forecast.

Source: Colorado Department of Labor and Employment and Colorado Business Economic Outlook Committee.
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was smelted into new steel for new buildings. With
increases in energy prices and the resulting rise in
the cost of asphalt, old asphalt is being recycled in
greater amounts to be used for feedstock for paving
new roads and highways.

Vacancy rates for buildings in Colorado are declin-
ing, and building owners continue to look for ways
to consolidate cleaning and maintenance services.
Employment growth in the services to buildings
and dwellings subsector is expected to remain
strong, with growth of 4.3% in 2007.

EMPLOYMENT SERVICES SECTOR

The employment services subsector is recognized
as a leading indicator of employment growth, par-
ticularly for service professions. Employers use
employment services for a variety of reasons: to
hire temporary employees for peak times, to locate
workers for temp-to-hire situations, and as a
recruiting agency to find candidates for permanent
employment. With increasing health premiums
and employee liability costs, some companies look
to contract with workers who are trained in spe-
cific tasks without having to pay benefits, or incur
the cost of training, such as healthcare profession-
als, scientists, and technicians. The demand for
administrative positions to support these positions
is also increasing.

Even though the economy is expected to grow at
a slower rate during 2007, many companies will
focus on their core specialties and choose to out-
source financial, human resources, and adminis-
trative functions as a way of not overextending
themselves. As long as the cost to outsource these

positions is less than permanent placement, this
trend will continue.

Demographic change is important as well. As the
maturing workforce selects flexibility in working
hours and locations, it opens opportunities for
employment services companies to manage and
match employee skills and employment needs.
Individuals increasingly will be selective with their
time and talents.

It will be interesting to observe the impact that
future energy costs will have on the workforce and
housing patterns. One likely scenario is that
increasing energy costs will cause people to want

to work closer to home. Jobs will be restructured to
encourage telecommuting and possibly the use of
more temporary workers. Other business functions
that can be performed remotely may be out-
sourced. This transition will have many operational
implications. For example, office mentoring and
on-site training may be more difficult when jobs
are performed remotely.

These various factors will impact the number of
workers hired through employment agencies and
related services. The bottom line is that employ-
ment in this category will increase by 4.3% in 2007.
The fact that this is the third consecutive year of
slowing growth points to sluggish growth in the
overall economy.

Conclusions

The PBS Supersector will continue to lead both
the state and national economy in absolute job
creation. Concerns about inflation, the national
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economy, operational cost containment, including
benefits costs, will be important issues that will
cause businesses in other sectors to use the services
of companies in this supersector. PBS firms offer
expertise in the use of new, cutting-edge technolo-
gies, which provides companies in other sectors the
opportunity to remain focused on their core com-
petencies. The trend of offshoring will continue to
affect the PBS Supersector. Although many first
attempts to offshore services met with mixed
results, it is expected to increase as local businesses
become more experienced with this concept.

The United States still has the best-educated work-
force among the major economies. This drives our
competitive global advantage in innovation and
technical research. However, the number of U.S.
engineering and science graduates fell to about
70,000 last year, while 900,000 graduated from
colleges in India and China. Over the last 10 years,
Mexico has built up enrollment in two- and four-
year degree programs in engineering. Currently,
451,000 Mexican students are enrolled in full-time
undergraduate programs. In the United States, this
number is just over 370,000.

Employment growth in the PBS Supersector is
expected to remain robust in both the short and
long term. Whether these jobs are filled in the
United States or in other parts of the world
depends on the quality of educational systems
here and around the world. %=
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Educational and Health Services

his NAICS supersector includes private sector

educational and healthcare companies and
organizations. Total employment growth will
increase by 2% in both 2006 and 2007, with 3,800
workers added in 2006 and an increase of 3,900
workers projected for 2007.

Educational Services (Private)

The education sector includes about 2,100 private
organizations that employ approximately 28,000
employees. (It should be noted that public sector
education employment is recorded as government
employment, and totals 165,000.) The top 28
organizations employ about 11,000 workers and
include the University of Denver, Regis University,
Colorado College, the University of Phoenix,
Naropa Institute, and Colorado Christian Univer-
sity. Among other organizations are companies
that provide instruction for tennis and horseback
riding, driver training institutes, and flight train-
ing, for example.

Much of the growth in private education is from
increased state population, higher demand during
expansionary cycles, outsourcing resulting from
recessionary cycles, and funding cuts to public
education. Moreover, growth in the sector has been
driven by demand for continuing education pro-
grams; retraining in new areas; and technical, com-
puter, and management training. Approximately
600 jobs will be added in private education in both
2006 and 2007.
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Healthcare and Social Assistance
Services

The larger healthcare sector is important to the
Colorado economy because of the absolute num-
ber of jobs and the fast, steady year-over-year
growth in employment (even during recent eco-
nomic downturns). Furthermore, the sector is an
essential component of the economic and social
infrastructure in terms of the quality of life and the
health of the state’s population, the productivity of
its workforce, and the costs associated these factors.
The healthcare sector is composed of four subsec-
tors: ambulatory care, hospitals, nursing care, and
social assistance.

The ambulatory care subsector includes approxi-
mately 76% of total healthcare companies and 41%
of employees. About two-thirds of the employees
are medical professionals or those who work in
physician offices, dental offices, or in home health
agencies. The remainder of this subsector includes
such medical services as medical labs, blood banks,
and dialysis centers.

Approximately 90 private general hospitals are
located in Colorado. These represent less than 1%
of the companies in the healthcare sector, but about
25% of the sector’s employees. Psychiatric and spe-
cialty hospitals are also included in this category.

Roughly 18% of employees work in the nursing
care subsector, which consists of nursing homes
and other residential care facilities.

The final subsector is social assistance, which
encompasses childcare centers and community

food and housing groups; it accounts for 17% of
the total workers in the healthcare sector.

HeaLTH INSURANCE PREMIUMS AND COVERAGE

Employer-sponsored healthcare premium trends
continue to outpace overall inflation. According to
a 2006 report by the Kaiser Family Foundation,
average premium increases were 7.7%. The
national average cost for a family policy has now
topped $11,000 annually. In the past six years,
health insurance premiums have risen 87%, more
than four times the increase in wages and con-
sumer prices. The study found that 61% of com-
panies offer health benefits to at least some of their
workers, a decrease from 69% in 2000. According
to a survey conducted by the Mountain States
Employers Council, healthcare premium rates in
Colorado are expected to increase an average of
about 11% in 2007. For workers with coverage,
U.S. employers are expected to cover 78% of the
premium expense in 2007; this percentage is
unchanged since 2000.

Frequently cited cost drivers include the aging
population, the cost of new technology, hospital
and pharmacy reimbursement rate increases, and
the cost of litigation and “defensive medicine.”
Additionally, ranks of the uninsured and underin-
sured swell and government reimbursements for
Medicaid and Medicare fall short of costs. These
uncompensated costs will continue to be shifted to
privately insured employers and their employees.
The authors of a Families USA study in 2005 sug-
gest that treatment costs for uninsured adults



increase private health insurance premium rates
by an average of 8.5%. Lastly, expansion of ambu-
latory surgical centers and inpatient capacity in
new and expanded hospitals creates additional
supply, which drives increased demand and spend-
ing for services.

According to the Colorado Health Institute’s (CHI)
analysis of the Census Bureau’s Current Population
Survey, an average of 768,000 Coloradans were
without insurance in 2004-05. Roughly 14% of
children and 20% of adults were without any form

of health insurance during this period. With an
overall uninsurance rate of 17%, Colorado cur-
rently ranks 38th among states in insurance cover-
age. While uninsurance rates have been relatively
stable for the last few years, the number of unin-
sured has grown along with population growth.
Without recent substantial increases in the number
of children covered by Medicaid, Colorado’s unin-
surance rate would have increased. In 2002-04,
56% of the working uninsured had full-time, year-
round jobs.

HEALTHCARE SERVICES EMPLOYMENT
1997-2007
(In Thousands)

Ambulatory Nursing Social Percentage

Year Care Hospitals Care Assistance Total® Change
1997 65.6 39.2 29.8 24.2 158.8 3.8%
1998 66.1 41.2 30.0 25.3 162.6 2.4
1999 66.1 42.4 30.6 26.6 165.6 1.8
2000 68.4 42.6 315 27.6 170.1 2.7
2001 71.0 44.4 32.6 29.1 177.2 4.2
2002 74.7 454 33.8 30.0 183.9 3.8
2003 77.4 46.4 33.9 30.3 188.0 2.2
2004 78.7 48.1 34.3 31.3 192.4 2.3
2005 80.8 48.9 35.0 32.3 197.0 2.4
2006" 83.0 49.1 355 33.3 200.9 1.9
2007° 85.2 49.5 36.0 34.1 204.8 1.9

®Due to rounding, the sum of the individual items may not equal the total.

PEstimated.

°Forecast.

Source: Colorado Department of Labor and Employment and Colorado Business Economic Outlook Committee.
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Types oF COVERAGE

Individuals and businesses increasingly switch to
either the high-deductible plans (usually preferred
provider organizations, or PPOs) or the consumer-
driven health plans that allow for moderation of
premium cost while exposing individuals to greater
risk of out-of-pocket expenses. The steady increase
nationally in PPO coverage since the early 1990s has
mirrored the increases in overall healthcare benefit
costs. Research by HealthLeaders-InterStudy in
2006 suggests that health maintenance organi-
zations (HMOs) are slowly increasing their market
share after a decade of erosion. Nationally, 74 mil-
lion people are in traditional HMOs, compared to
67.7 million people in 2005 when traditional
HMOs had 23% of the market. Coverage in tradi-
tional HMO plans in Colorado has fallen from
nearly 1.5 million members in 2002 to just over
1.05 million in June 2005, with a census of just less
than 1.05 million in 2006, according to the
Colorado Managed Care Newsletter.

High deductible health plans, paired with flexible
spending accounts, have sparked the interest of
employers nationally, yet introduction by employ-
ers and adoption by employees remains low. The
2006 Kaiser Family Foundation report cites that
4% of firms currently offering benefits, but not
offering the high deductible plan option, are very
likely to do so in 2007, while another 19% are
somewhat likely to do so.

Colorado insurers are rolling out health plans
with creative plan design options targeting small
business, part-time workers, and the uninsured

continued on page 58
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population. These include hospital-only plans, pre-
ventive benefit-only plans, and so-called “schedule
of benefits’ plans” that reimburse the patient a flat
amount per doctor visit or per hospital day. Both
Anthem and Rocky Mountain Health Plans have
introduced medically underwritten plans in the
individual market that appeal to a younger, health-
ier population. Because they are medically under-
written, they may not be offered or may be too
expensive for individuals with preexisting
conditions.

One critique is that these plans with fewer benefits
or higher cost-sharing expose individuals to greater
financial risk. More than half of those who filed the
personal bankruptcies in the United States cite the
cause as “health care costs,” with many mentioning
they had been struck by catastrophic illness or
injury. Yet several of these individuals have or did
have some level of health insurance. The adverse
impact is also concerning Colorado providers.
Colorado hospital respondents report a 21%

COLORADO EDUCATIONAL AND HEALTHCARE SERVICES EMPLOYMENT
1997-2007
(In Thousands)

Educational Healthcare Percentage

Year Services Services Total® Change
1997 194 158.8 178.2 4.1%
1998 204 162.6 182.9 2.7
1999 21.3 165.6 186.9 2.1
2000 22.7 170.1 192.8 3.2
2001 23.7 177.2 200.8 4.2
2002 24.6 183.9 208.5 3.8
2003 25.0 188.0 213.0 2.2
2004 26.1 192.4 218.5 2.6
2005 27.5 197.0 2245 2.8
2006" 28.1 200.9 229.0 2.0
2007°¢ 28.7 204.8 233.5 2.0

“Due to rounding, the sum of the individual items may not equal the total.

PEstimated.

Forecast.

Source: Colorado Department of Labor and Employment and Colorado Business Economic

Outlook Committee.
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increase in patient bad debt over the past three
years, largely attributable to these new “affordable”
plan designs. These plans are forcing hospitals and
physicians to invest resources to collect directly
from patients, increasing healthcare overhead costs.

SmaLL GRoup CovERAGE IN COLORADO

The impact of rising healthcare costs on small
group employers (50 or fewer employees) is espe-
cially challenging. For the fifth consecutive year, the
number of Colorado small businesses that offer
health insurance and employees who enroll in
health insurance continues to decline, according

to data provided by the Colorado Division of
Insurance in April 2006. The decline in the small
group market corresponds to a national trend of an
increasing number of employers not offering
health insurance due to increasing costs. Only
about 37% of small group employers offer health
insurance. Small businesses in Colorado that tend
to offer healthcare coverage have more than 10
employees and have a larger proportion of full-
time workers. They also occupy higher income
industry segments that must compete with large
businesses for employees.

In 2005, carriers operating in the small group mar-
ket reported a 5.4% (46,500 groups) decrease from
the 49,000 groups reported the previous year.
However, “business group-of-one” policies saw a
small rebound in 2005, accounting for 12,844 small
group policies. This is an increase compared to the
11,374 policies in effect on December 31, 2004, but
is still in sharp contrast to 28,805 policies in effect
in 2003. Colorado remains one of the few states to



offer limited guaranteed issue to business groups-
of-one. From 2000 to year-end 2005, the Division of
Insurance reported a decline in covered lives in the
small group market from nearly 538,000 to 340,000.
Many of these policies were lost when Aetna left

the small group market three years ago. Aetna has
recently reentered this market in Colorado.

The small group marketplace continues to migrate
toward lower benefited, higher deductible, and cat-
astrophic products. The market perception of low-
cost products has shifted. Where once the HMO
dominated the low price segment, carriers have built
larger product portfolios to offer plans at much
lower price points, and these plans have become
extremely popular. Carriers such as Anthem/
WellPoint, Humana, and Aetna are targeting the
small group market through their focus on new
low-cost benefit design options and investment in
technology-based services. A recent, national sur-
vey performed by Morgan Stanley for small group
employers found greater use of benefit design
changes; health savings accounts (HSAs); and in
some markets, a slow shift back to HMO plan
designs.

The Colorado legislature continues to focus on
the small group market to make it easier for small
businesses to offer, and continue offering, health-
care coverage. Recent enacted legislation has
allowed carriers to vary the application of mini-
mum participation requirements and minimum
employer contribution requirements by the size
of the group and by product.

OTHER LEGISLATIVE INITIATIVES

Legislative efforts in 2005 include implementing
voter approval of the revenue raised by the increase
in tobacco taxes to expand access to Medicaid
coverage to more children and families; providing
for prevention, early detection, and treatment of
cancer; and underwriting smoking education, pre-
vention, and cessation programs. The legislature
also provided poor women access to prenatal care
pending their Medicaid eligibility processing and
restored Medicaid eligibility to legal immigrants.
To combat Colorado’s low immunization rate, the
legislature authorized the creation of an immuni-
zation tracking system and authorized the volun-
tary reporting of immunizations throughout the
state. Medicaid expansions might result in the
reduction of persons without insurance in 2006,
assuming that businesses do not continue to drop
coverage and offset this small gain.

The 2003 replacement of a no-fault auto insurance
system with a tort system continues to generate
controversy. With the change, consumers no longer
had mandatory medical and rehabilitation services
in their policies. Thus, Coloradans without health
insurance do not have protection if injured in an

The [Colorado] legislature provided poor
women access to prenatal care pending
their Medicaid eligibility processing and
restored Medicaid eligibility to legal
immigrants.
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automobile accident. In response to a contentious
debate on the impact of this change on consumers
and healthcare providers, the 2005 General
Assembly created an interim committee to study
the issue. As a result, lawmakers introduced six
auto insurance reform bills in the 2006 legislative
session. They were crafted after a summer’s worth
of testimony and brainstorming, and were
intended to correct the two-year-old tort system’s
worst problems. No changes passed. Early reports
of savings are being disputed, and hospitals, physi-
cians, and ambulance companies now report sig-
nificant increases in unreimbursed accounts from
auto trauma victims.

The 2006 General Assembly created a blue-ribbon
commission for healthcare reform. The purpose of
the commission is to study and establish healthcare
reform models to expand healthcare coverage and
to decrease healthcare costs for Colorado residents.
“Previous models for healthcare reform fail to
sufficiently involve the citizens who pay for and

are dependent on the health care system,” Rep.
McGihon said. “The Blue Ribbon Commission
shifts course and aims to lower and contain health-
care costs by consulting consumers, businesses, and
other members of the community.” The commit-
tee’s recommendations to the legislature are due
November 2007.

For 2007, it is expected that the General Assembly
will continue to wrestle with the rising numbers of
uninsured, increasing premiums, and strong
demand and increased costs for public insurance
programs.

continued on page 60
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EmPLOYMENT AND WORKFORCE ISSUES

Employment in the health industry continues to be
limited by the supply side: there is a national des-
peration for healthcare workers, particularly nurses
and other allied health professionals. Major factors
behind the increasing demand for healthcare work-
ers include population growth, the aging of the
population and the nursing workforce, increased
per capita demand for healthcare services, and new
construction of hospitals. Registered nurses account
for 25% of the entire healthcare workforce, but
only 7% are age 30 or younger. According to the
Colorado Center for Nursing Excellence, the 2003
shortage of nurses in Colorado was 11%, and the
projected shortfall is 30% by 2020. The shortage

of nursing faculty was 15-25% in 2004.

Significant barriers to the expansion of nursing
and health professions workforce include severe
financial constraints within Colorado’s higher edu-
cation system, wage gaps between faculty and prac-
tice settings (especially for nurses), and high rates
of nursing faculty retirements. According to find-
ings from the Colorado Health Institute’s first
Colorado Registered Nurse Workforce Survey, sig-
nificant discrepancies exist in wages and education
attainment levels between urban and rural areas.
The longevity of the nursing workforce is most
influenced by personal and family factors, as well as
by age and retirements. A collaborative effort among
Colorado’s public and private sectors (including
nursing constituents, the state workforce develop-
ment system, and the healthcare industry) is look-
ing to take advantage of existing resources and
private-sector investments to target development
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of education capacity and faculty supply and to
address retention and professional development
issues. These endeavors show short-term promise
but are part of a sustained long-term strategy in
Colorado.

HeaLtHcARE DRIVES SPENDING IN OTHER SECTORS:
CONSTRUCTION AND INFORMATION TECHNOLOGY

Construction of new hospitals and renovation
projects of existing institutions continue to boom
at an unprecedented rate. An informal sampling
of projects include 7 new facilities built within the
last three years, 12 new facilities in progress, and

2 new facilities planned in the next three years.
Eleven expansion projects have been completed
within the last three years, and six projects are in
progress. While there are significant costs to new
construction, it is important for hospitals to
upgrade facilities and technology to provide med-
ical and healthcare services. According to Thomas
R. Prince, Professor of Accounting and Informa-
tion Systems at Northwestern University, one way
to measure the financial health of a hospital is to
consider the average age of the hospital’s physical
plant and equipment. Of 45 Colorado hospitals
reporting, about half (22) are classified as being in
the preferred strategic planning phase of updating

According to the Colorado Center for
Nursing Excellence, the 2003 shortage of
nurses in Colorado was 11%, and the pro-
jected shortfall is 30% by 2020.

medical technology and facilities used in providing
medical services. Planned new facilities include a
new community sponsored hospital in Woodland
Park and the move of St. Anthony’s Central
Hospital to Lakewood. Hospital, medical, and
biotechnology-related capital construction con-
tinues at the Fitzsimmons campus, featuring the
University of Colorado Health Sciences Center,
The Children’s Hospital, and the planned Veterans
Administration Hospital. New hospital facilities for
Memorial and Centura Penrose/St. Francis are
underway in Colorado Springs.

Unlike the hospital facility sector, the Colorado
Department of Public Health and Environment
reports continuing flat to very low rates of new
licenses for long-term care facilities (nursing
homes) and assisted living facilities. This is consis-
tent with the overall small increase of new jobs
being created in this sector.

Adopting of health information technology and
developing the capacity for interoperable health
information exchange (HIE) to allow patients’
healthcare data to flow between different providers
and healthcare organizations electronically con-
tinue to be priorities at the national and local levels.
Federal agencies, with leadership from the Secre-
tary of Health and Human Services; the Office of
National Coordinator; the public-private commis-
sion, the American Health Information Communi-
ty; the Agency for Healthcare Research and Quality
(AHRQ); and most recently, the Centers for Medi-
care and Medicaid Services, are driving numerous
HIE initiatives related to a broad agenda to “trans-
form” healthcare through improved efficiency,



better quality of care, and more information
(“transparency”) for consumers. Through execu-
tive branch actions, legislative mandates, and other
public-private partnerships, states are increasingly
active in establishing targets for health information
technology (HIT) adoption, setting up leadership
and oversight entities, and, in some cases, providing
resources and incentives for HIT and HIE adop-
tion. In 2006, Colorado participated in a national
steering committee of state level HIE initiatives to
inform the national agenda and emerging state
level interest, especially among policy makers.

Colorado’s efforts to develop statewide interoper-
ability continue through numerous avenues. These
include the $5 million AHRQ-funded Colorado
Health Information Exchange project (COHIE)
that is developing technical architecture. There are
numerous local HIE “nodes,” including healthcare
providers in Mesa, El Paso, and Weld counties. A
multistakeholder coalition has been working to
incorporate a new 501(c) nonprofit organization by
2007, called the Colorado Regional Health
Information Organization (CORHIO). CORHIO
will provide web-based shared HIE services and
leadership to support a statewide HIE network.
Adequate funding and the nature of investments
required by various sectors remain core issues at
national and state levels. While there are promising
examples of sustainable HIE services and quality
and cost improvements, launching and sustaining
a critical mass of statewide HIE requires a viable
business case for diverse users of the network. A
newly established CORHIO will work to solicit
investments, determine a start up business plan,
and begin statewide HIE in Colorado.

Colorado consumers now have available
11 risk-adjusted mortality (death) indica-
tors and four volume indicators to gauge
Colorado full-service hospitals.

In some quarters, it is contended that these systems
have a positive return on investment in improved
resource management and reduction of errors.
Early adopters of electronic health records (EHRs)
report 92% improvement in overall efficiency, and
70% report cost savings. However, there is a grow-
ing body of evidence suggesting EHRs increase
healthcare costs by declines in provider productiv-
ity and higher billings to payers and consumers.
Additionally, error reduction is inconsistent and
has yet to be linked to savings or reductions in mal-
practice premiums. Over time, as the healthcare
system becomes “more wired,” other systems
enhancements in the delivery and payment
schemes will be required to attain overall better
performance or reduced medical cost trends.

CONSUMERISM AND CONSUMER ENGAGEMENT IN
HEALTHCARE

Many industry watchers claim that consumers have
too long been insulated from the actual costs and
utility of visits, procedures, and medicines, leading
to inappropriate utilization. “Consumerism” is
viewed as a potential solution to the healthcare cost
predicament, and employers are introducing a
range of plan designs to promote better consumer
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behavior. It is hoped that high-deductible plans,
HSAs, and changes to rollover provisions of flexible
spending accounts may compel individuals to look
for comparative cost and quality among providers
of services. Studies have indicated that access to
information, motivation, and education are
required before an aggressive consumer attitude
takes hold. However, information to enable this
level of informed decision making is not necessar-
ily readily available. In one positive development in
2005, Colorado hospitals released quality indica-
tors to the public through the Colorado Hospital
Association Performance and Quality Group,
whose members represent healthcare, business, and
governmental organizations. Colorado consumers
now have available 11 risk-adjusted mortality
(death) indicators and four volume indicators to
gauge Colorado full-service hospitals. More infor-
mation will be available in 2007 due to enacted
Colorado legislation requiring a “hospital report
card” and hospital infection rate reports. A
Presidential Executive Order issued in 2006 will
require the federal government to release hospital
and physician data from Medicare, Department of
Defense, and the Federal Employee Benefits pro-
grams on costs and quality of care. Over the past
two years, Medicare has required participating hos-
pitals, nursing homes, renal dialysis centers, and
home health agencies to post quality of care data
on the web.

In pay for performance, an incentive strategy
adopted by Medicare, private purchasers and pay-
ers will pay financial rewards to hospitals and

continued on page 62
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physicians whose data reflect they are improving
quality through improved performance on process
and outcome metrics related to patient care. The
premise is that improved quality of care, combined
with publicly disclosed performance data, will
result in better care and lower costs.

The Medicare Premier Project, which has both
financial rewards and penalties at stake for partici-
pating hospitals, is now demonstrating dramatic
quality of care improvements. Only St. Mary’s
Hospital in Grand Junction is participating. Two
other nonprofit groups, “Bridges to Excellence” and
“The Leapfrog Group,” are engaging employers,
employer coalitions, and health plans in physician
and hospital initiatives. Locally, pay-for-perform-
ance activities are in place by Anthem, Rocky
Mountain Health Plans, and the Colorado Business
Group on Health.

It is estimated that lifestyle behaviors contribute up
to 50% of an individual’s health status. For exam-
ple, the epidemic of obesity leads to diabetes and
smoking leads to heart disease. While Colorado
boasts the lowest rate of obesity in the nation, we
ballooned from less than 10% of the state in 1990
to a rate of 15%-20% in 2002. By 2002, none of
the 50 states were reporting rates of obesity at less
than 10%. Ways to creatively improve the health of
the population will be one of the only options to
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combat the costs and complications of early or
avoidable chronic diseases.

Companies are more serious about improving the
health of their workers, offering prevention and
wellness programs targeted to specific populations
for behavior modification that can change employ-
ers medical cost trends. Additionally, more employ-
ers are providing onsite vaccinations, weight-loss
programs, and gym membership subsidies to com-
bat the problems. Large corporations are also
empowering their employees by paying for the
availability of patient advocates who navigate the
intricate healthcare system, identify specialists,
translate “doctorese,” and negotiate insurance claims
for patients. Disease management programs are
felt to be a “very effective” or “somewhat effective”
tactic to reduce costs according to 82% of benefit
managers in the 2006 Kaiser Family Foundation
study. These programs seek to provide patient edu-
cation, coordinate between patients and physicians,
and coach for adherence to recommended treat-
ment goals. such as control of blood pressure and
cholesterol. However, disease management pro-
grams do not offer quick and substantial savings,
especially when poorly implemented. Taken
together, effective programs that are well managed
will allow employers to successfully oversee their
human capital and allow them to get in front of
healthcare trends, as well as long- and short-term
disability, productivity, and absenteeism costs.

Healthcare and Social Assistance
Employment

Between 1996 and 2005, Colorado’s population
increased at a compound annual growth rate
(CAGR) of 2.1%, and wage, and salary employ-
ment grew 1.8%. During this period, healthcare
and social assistance employment expanded at a
CAGR of 3.1%, with ambulatory healthcare
increasing 2.5% and hospital employment rising
3.5%. The smaller subsectors also grew faster than
the state population as nursing care employment
increased 2.2% and social assistance employment
rose 3.6%.

Growth rates for 2006 and 2007 remain solid and
well above the rate of population growth for the
state. Healthcare and social assistance employment
will grow by 1.9%, or 4,500 jobs, in 2007. The sup-
ply of physicians, dentists, and other trained
employees in the ambulatory healthcare subsector
will not be able to meet demand, and employment
will rise by 2,200 employees. Growth in the hospi-
tal and nursing care sectors will be constrained by
the supply of trained employees; 400 and 500
workers will be added in these sectors, respectively.
Social assistance will climb by 800 employees. =



Leisure and Hospitality

Overview

his NAICS supersector includes performing

arts, spectator sports, and related industries;
museums, historical sites, and similar institutions;
amusement, gambling, and recreation industries;
accommodations; and food services and drinking
places. Thus, the Leisure and Hospitality Super-
sector of the Colorado economy encompasses a
broad spectrum of businesses and activities. It
includes not only the recreational and entertain-
ment activities of both Colorado residents and the
tourists who visit the state, but also the effects of
business travel to and within Colorado. Further-
more, much of Colorado’s leisure and hospitality
businesses exist and depend on the natural envi-
ronment that is such a central part of our state’s
image and lifestyle.

One of the major economic contributions of the
leisure and hospitality industry is its central role

in attracting businesses and residents to Colorado.
Each year companies from all economic sectors
move to the state because of the environment.
Moreover, several major outdoor recreation equip-
ment and clothing manufacturers are headquartered
in Colorado because of recreational opportunities
and the environment. Finally, it is easy to forget
that shopping is by far the most popular tourist
activity; numerous Colorado shopping and outlet
store malls depend heavily on tourism.

Good things happened to the Leisure and
Hospitality Supersector in 2006:

+ The Colorado Tourism Office received increased
funding to promote tourism. This $19 million

investment will make the state competitive with
other states for the first time in over a decade.

+ On January 3, 2006, Southwest Airlines started

service at Denver International Airport (DIA),
which has helped increase traffic.

* The 1,100-room Hyatt Regency hotel, which

opened in late December 2005, now complements
the expanded Colorado Convention Center.

* On October 7, 2006, the dramatic new Frederic

C. Hamilton Building opened, providing a
beautiful new addition to the Denver Art
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+ Denver voters approved an increase in the lodg-

ing tax in November 2005, which provided the
Denver Metro Convention and Visitors Bureau
with additional funding of more than $4 million
to promote the city as a top-tier tourist and
meeting destination.

Finally, with 2005-06 setting a new record for
skier visits and DIA traffic hitting an all-time
high in August 2006, the year is shaping up

to top the record number of visitors to the state
set in 2005.

Museum and Colorado’s cultural community. contitiued on page 64
LEISURE AND HOSPITALITY EMPLOYMENT
1997-2007
(In Thousands)
Arts, Total Total Leisure
Entertainment, Accommodations and

Year and Recreation Accommodations Food Service and Food Service®  Hospitality®
1997 37.6 39.5 149.6 189.0 226.6
1998 38.5 40.1 152.5 192.6 231.0
1999 40.4 41.1 157.1 198.2 238.5
2000 42.5 41.6 161.9 203.5 246.0
2001 42.1 40.4 164.8 205.1 247.2
2002 41.1 39.8 166.2 205.9 247.0
2003 40.5 39.3 165.8 205.1 245.6
2004 42.2 39.1 170.0 209.1 251.3
2005 43.0 40.0 174.3 214.3 257.3
2006° 44.0 40.6 178.5 219.1 263.1
2007° 44.4 41.2 182.1 223.3 267.7

Due to rounding, the sum of the individual items may not equal the total.

PEstimated.

°Forecast.

Source: Colorado Department of Labor and Employment and Colorado Business Economic Outlook Committee.
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Data presented at the Travel Industry Association of
America’s (TTA) Travel Marketing Outlook Forum
in Boca Raton, Florida, in mid-October indicate
that 2006 was a year of healthy growth and expan-
sion. Total travel spending in the United States by
both domestic and international visitors is projected
to exceed $702 billion in 2006, which is up about
7.5% over the previous year. Expenditures are fore-
cast to grow another 5.3% in 2007, to $740 billion.
However, during the next few years travel spending
growth is expected to be sluggish; this will reflect
more stable travel prices, softer demand, and a gen-
eral slowdown in consumer spending. However,
the good news is that growth is continuing.

Leisure travel continues to be the bright spot in
the travel picture. The outlook for domestic leisure
travel is generally positive but reflects the current
growth situation. A gain of 2% in domestic leisure
travel is expected in 2006, and similar growth is
anticipated in 2007. Business travel is forecast to be
flat in 2006 and up by 1-2% next year.

International travel to the United States is pro-
jected to increase about 4% in 2006, to 51.4 million
arrivals, finally eclipsing the record set in 2000. A
5% gain is forecast for 2007, with arrivals expected
to exceed 54 million.

Air traffic is back, but with fundamental shifts.
Low-cost carriers have grown their collective mar-
ket share from 12% in 2001 to an expected 28% by
year-end 2006. They establish a price ceiling for the
entire industry. For 2007, the Air Transport
Association (ATA) is projecting continued slow
growth in domestic airline traffic. Airlines are
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COLORADO LODGING OCCUPANCY AND AVERAGE DAILY ROOM RATES

2005-2006
Occupancy Rate Average Daily Rate
Percentage Dollars

2005 2006 2005 2006
January 52.9% 55.7% $111.7 $120.7
February 58.7 61.2 123.5 130.8
March 59.9 65.4 124.2 129.8
April 54.9 55.6 89.6 99.0
May 56.1 58.4 91.6 99.1
June 70.6 72.5 100.4 109.2
July 75.4 75.4 106.3 113.9
August 71.5 72.0 105.7 113.7
September 64.6 67.8 100.7 109.3
Year to Date 62.8% 64.8% $105.7 $114.0

Source: Rocky Mountain Lodging Report and Colorado Business Economic Outlook Committee.

expected to boost capacity a bit more in 2007 as
available seat miles (ASMs) rise by 1.5-2%. Again,
the action will be on international routes, where
traffic should increase 5-5.5%, with a similar gain
in capacity as airlines continue to shift to their
more profitable routes.

It is a great time to be in the lodging business.
Room demand, occupancy, and rates are up, while
room supply increases are low. Aggressive pricing is
taking place with the average daily rate (ADR) up
6.7% in 2006, producing revenue per available
room (RevPAR) gains of 7.9%. These trends will
continue in 2007. Supply will rise 1.6%, and
demand will climb 1.7%, resulting in relatively flat
occupancy gains. Room rates are forecast to be up
6.5%, producing RevPAR gains of 6.7%. Lodging

will enjoy increased profitability, totaling $25.8 bil-
lion in 2006 and $28.1 billion next year.

In summary, TIA expects to see modest growth in
travel during 2007 as the economy slows and con-
sumers become more cautious with their spending.
Colorado’s tourism economy has reflected many of
these trends, and will continue to mirror them in
the future. With slower economic growth and more
cautious consumers, it is predicted that receipts in
Colorado’s travel, tourism, outdoor recreation,
leisure, and hospitality economy will grow by a
modest 4% in 2007.

The following paragraphs focus on specific areas in
the sector and are followed by a discussion of chal-
lenges facing the leisure and hospitality industry.



COLORADO LODGING AND HOSPITALITY FORECASTS

2006 2007
Average Revenue per Average Revenue per
Occupancy Daily Rate  Available Room Occupancy Daily Rate  Available Room
Denver Metro Area
South and SE 62% $93.0 $57.7 63% $97.0 $61.1
Midtown 61 75.5 46.1 60 79.0 47.4
Downtown 69 140.0 96.6 70 144.0 100.8
Northeast 73 84.0 61.3 72 89.0 64.1
West 64 83.0 53.1 65 86.0 55.9
North 57 68.0 38.8 60 70.0 42.0
Hwy 36 Corridor 66 99.0 65.3 68 102.0 69.4
Boulder 67 115.0 77.1 69 120.0 82.8
Subtotal 66 101.0 66.7 68 106.0 72.1
Colorado Springs 58 77.0 44.7 59 80.0 47.2
Resort Areas
Vail 54 233.0 125.8 55 250.0 137.5
Aspen 62 314.0 194.7 60 345.0 207.0
Steamboat 61 132.5 80.8 59 140.0 82.6
Winter Park 53 108.0 57.2 54 110.0 59.4
Other resorts 51 194.0 98.9 53 195.0 103.4
Subtotal 60 203.0 127.9 63 230.0 144.9
Other Colorado Cities
Durango 57 93.0 53.0 60 95.0 57.0
Grand Junction 70 64.5 45.2 69 68.0 46.9
Glenwood Springs 69 97.0 66.9 70 100.0 70.0
Estes Park 49 128.5 63.0 50 131.0 65.5
Montrose 38 76.0 28.9 45 88.0 39.6
Fort Collins 55 82.5 454 56 87.0 48.7
Other Colorado Areas 59 74.0 43.7 58 77.0 447
Colorado Total 62% $104.5 $64.8 63% $110.0 $69.3

Source: Hospitality Valuation Services, Inc., Rocky Mountain Lodging Report, and Colorado Business Economic Outlook Committee.
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Employment

While receipts are expected to grow by 4% in 2007,
employment will increase by a smaller percentage.
Leisure and Hospitality Supersector employment is
forecast to climb by 1.7%, or approximately 4,600
employees.

Food service dominates the employment picture.
While the number of food service employees will
rise by 3,600, the percentage increase is relatively
small, owing to the large base of this field.

Accommodations

According to the Rocky Mountain Lodging Report,
statewide lodging occupancies are up 2 percentage
points from 2005 (64.8% compared to 62.8%), and
ADRs increased 7.9% ($114 from $105.7) through
September 2006. The data show good improvement
in 2006, which is consistent with national trends.
Both the leisure and business travel segments have
grown, and most segments of the lodging market
have shown occupancy gains year-to-date. A closer
examination of the data shows that in-depth
increases have been accompanied by room rate
growth in the Denver metro market, the resort
market, and higher-end properties. Thus, the out-
look is quite promising for these segments and not-
so-promising for the economy sectors of the
lodging market.

The Colorado lodging and hospitality forecast table
shows data for many areas in the state by the key
lodging variables of occupancy, ADR, and RevPAR.
Slow, but steady, growth is anticipated in most

continued on page 66
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regions. For the state as a whole, occupancy rates
are expected to increase slightly, ADR will rise
5.3%, from $104.50 to $110, and RevPAR will
increase 7%, from $64.79 to $69.30.

Thus, Colorado’s lodging market fundamentals are
expected to remain strong through at least the first
three quarters of 2007. Demand in the primary
segments of leisure, individual commercial, and
group travelers is anticipated to remain strong.
With supply growth limited by construction costs,
demand growth is projected to continue outpacing
it. This will lead to increased occupancy pressure,
which, in turn, will result in aggressive ADR growth
in most markets. Those markets with lower average
rates, and those in interstate and small town areas,

may lag behind the higher-rated urban, airport,
and resort areas, but will still experience healthy
revenue gains.

Increase in capital availability for the hospitality
industry is expected to aid supply growth. With
numerous projects already in the development
pipeline, supply pressure is expected to accelerate
late in the year, which will soften occupancy pres-
sures and average rates.

Conventions

Business travel in the United States, which includes
meetings and conventions, has outpaced Colorado
business travel, with a 1% increase compared to a

4% decline in the state in 2005. U.S. business travel

COLORADO CASINOS
1997-2007
Colorado Colorado Adjusted Gross Proceeds® (In Millions)

Year Casinos Open  Devices (000s) Black Hawk Central City Cripple Creek Total
1997 54 134 $234.6 $87.4 $108.6 $430.7
1998 49 134 272.0 94.0 113.2 479.2
1999 48 14.0 354.9 73.8 122.6 551.3
2000 45 14.6 433.8 63.5 134.6 631.9
2001 44 14.6 478.3 59.7 139.5 677.5
2002 43 15.6 524.5 52.8 142.4 719.7
2003 44 155 505.9 49.9 1425 698.3
2004 45 15.7 524.0 53.2 148.7 725.9
2005 46 16.4 531.9 72.6 151.0 755.5
2006° 47 17.3 562.7 72,5 153.7 788.9
2007° 47 17.5 579.6 73.2 156.5 809.3

4AGP calculated on an annual basis, hence different from the state fiscal year.

PEstimated.

‘Forecast.

Source: Colorado Division of Gaming and Colorado Business Economic Outlook Committee.
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represents 17% of all overnight trips; this percent-
age is 13% for Colorado. Colorado trails the nation
in the percentage of people traveling to attend con-
ventions and conferences, 23% to 21%. However,
Colorado outperforms the United States in the per-
centage of business travelers attending business
meetings, 42% compared with 36%.

As predicted at the 2006 Colorado Business
Economic Outlook Forum, 2007 will be a strong
growth year for meetings and conventions in the
state. The primary reason is a maturing of new
facilities, such as the Colorado Convention Center
Expansion and Hyatt Regency Convention Center
Hotel in Denver, as well as the expanded facilities at
the Broadmoor in Colorado Springs and others
across the state. A strong national economy is also
a contributing factor.

Reports from convention and visitor bureaus
across the state show 2007 meeting and convention
business ranging from flat to more than 100%
growth. Based on these reports, Colorado is antici-
pated to experience an average increase of 10-12%
in revenue (based on room nights already booked)
from meetings and conventions in 2007. This
growth will be experienced by both conference and
convention centers, as well as hotels.

The future looks bright for continued growth in
the state’s meeting and conventions sector of the
economy. As in the recent past, Denver will lead the
growth until its booking capacity is reached. The
recent and current investment by public and private
sector organizations in new and expanded meeting
facilities will also drive this projected growth.



Casinos and Gaming

Colorado’s casino and gaming industry is on a
strong growth pattern again after a pause in 2003.
Adjusted gross proceeds (AGP), which is all sums
wagered by players less payments to players,
increased $27.6 million in 2004 over 2003 and $29.6
million in 2005 compared to 2004, and are pro-
jected to climb $33.4 million in 2006.

Black Hawk continues to dominate the Colorado
casino sector. It is clearly the leader, with 21 casi-
nos, more than 10,000 gaming devices, and over

71% of the industry’s AGP.

With the completion of the new road from I-70

to Central City in 2005, casino revenues in the city
rose 36.5%. In 2006, though, the revenues have been
relatively flat. Cripple Creek, on the other hand, is
continuing to have steady, consistent growth. It is

remain strong in 2007, with adjusted gross revenue
increasing 2.6%, to $809.3 million.

In addition to the state-regulated casinos, Colorado
has Indian tribe casinos in southwest Colorado. The
Sky Ute Casino in Ignacio and the Ute Mountain
Casino in Towaoc make imortant contributions to
this sector, although their data are not available.

Restaurants

The food service sector has been one of the
strongest-performing sectors of the Colorado
economy. Colorado restaurants are estimated to
generate more than $7.5 billion in sales and $470
million in state and local taxes, while employing
over 178,400 workers in approximately 9,500
establishments in 2006. Colorado restaurant sales
are expected to grow 6.8% in 2006, according to
the Colorado Restaurant Association, ranking
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Colorado fourth in the nation in restaurant sales
growth.

“These figures are a bright spot for Colorado’s
economy as they indicate the state is on a healthy
economic course after being rocked in the years
following 9/11 when many industries, including
tourism, faced an economic downturn,” said Pete
Meersman, president and CEO of the 4,500-
member Colorado Restaurant Association, which
represents more than 9,500 restaurants statewide.

“Coloradans will spend nearly half of their food
dollar in restaurants in 2006, said Meersman. “Our
tourists and many of our dual-income families
would rather spend time on the slopes or engaging
in our wonderful outdoor activities than in their
home kitchens. The figures show Colorado is
clearly a dine-out state.”

anticipated that the Colorado gaming industry will continued on page 68
COLORADO PARKS VISITS
1997-2006
(In Thousands)

Parks 1997 1998 1999 2000 2001 2002 2003 2004 2005 20062
Bent's Old Fort NHS 38.8 41.1 36.8 30.5 31.0 29.8 31.2 31.0 27.8 26.2
Black Canyon of the Gunnison NP 209.9 193.5 200.1 191.5 181.0 173.7 167.2 175.6 180.8 152.2
Colorado NM 307.1 291.7 297.1 269.3 237.6 294.0 336.6 352.6 347.1 329.4
Curecanti NRA 966.7 973.7 1,044.5 1,022.3 879.8 732.7 1,008.8 1,006.1 882.8 926.9
Dinosaur NMP 330.5 311.0 303.9 293.8 241.5 221.4 214.5 240.7 266.8 202.3
Florissant Fossil Beds NM 86.5 79.8 81.5 82.1 79.7 62.5 67.5 61.3 59.5 58.5
Great Sand Dunes NM 309.9 279.8 286.7 260.8 277.5 234.8 251.4 267.2 279.6 262.5
Hovenweep NMP 10.8 10.4 20.9 19.1 16.5 13.6 13.1 11.8 11.7 11.7
Mesa Verde NP 627.7 604.6 635.7 452.3 513.4 406.4 438.6 446.8 498.3 553.2
Rocky Mountain NP 2,965.4 3,035.4 3,186.3 3,185.4 3,139.7 2,988.5 3,067.3 2,781.9 2,798.4 2,788.4
Total Visitors to Parks and Sites 5,853.1 5,820.9 6,093.8 5,807.0 5,597.6 5,157.4 5,596.3 5,374.9 5,352.8 5,311.3

®Estimated.

PDinosaur NM and Hovenweep NM cross into Utah, but the number of visitors reported in this table is only for the Colorado portion of the parks.

Source: National Park Service and Colorado Business Economic Outlook Committee.
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COLORADO SKIER VISITS BY TYPE OF SKI AREA
1996-2007
(In Millions)
Front Range
Destination Destination Gems/Front
Season Resorts? Resorts® Range°® Total
1996-97 3.89 6.82 1.14 11.85
1997-98 4.08 6.68 1.22 11.98
1998-99 3.83 6.44 1.12 11.39
1999-00 3.47 6.30 1.12 10.89
2000-01 3.58 6.95 1.14 11.67
2001-02 3.38 6.71 1.03 11.12
2002-03 3.46 6.85 1.30 11.61
2003-04 3.52 6.56 1.17 11.25
2004-05 3.64 6.91 1.26 11.81
2005-06 3.72 7.47 1.33 12.53
2006-07° 3.79 7.61 1.36 12.76

#Resorts more than a two-hour drive from Denver with a bed base. This includes: Aspen Highlands, Aspen
Mountain, Buttermilk, Crested Butte, Durango Mountain Resort, Howelson Hill, Silverton Mountain,

Snowmass, Steamboat, Telluride, and Wolf Creek.

PResorts within a two-hour drive of Denver with a bed base. This includes: Beaver Creek, Breckenridge,

Copper Mountain, Keystone, Vail, and Winter Park.

°Resorts either within a two-hour drive from Denver and/or with no bed base. This includes: Arapahoe Basin,
Eldora, Loveland, Monarch, Powderhorn, Ski Cooper, SolVista, and Sunlight.

dForecast.

Source: Colorado Ski Country USA and Colorado Business Economic Outlook Committee.

Colorado consumers will spend $20.7 million per
day on food away from home in 2006, but the
industry’s trickle-down effect on Colorado’s econ-
omy reaches far beyond that. “Every $1 spent din-
ing out generates $1.36 in sales in other industries,”
said Meersman. “The forecast for Colorado’s
restaurant industry is flourishing, despite such
challenges as higher energy and food costs.”
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Colorado restaurants will continue to show growth
in 2007, with sales projected to increase 5.5% and
employment to grow to 182,000 workers.

Parks and OQutdoor Recreation

Visitation to state parks, national forests, Bureau of
Land Management lands, and various county park
and open space areas exceeds visitation to National

Park Service (NPS) facilities. Indeed, NPS visitation
is a small component of the overall outdoor recre-
ation system in Colorado, and NPS visits have been
declining.

In contrast, Colorado state park visits are increas-
ing. Colorado’s 41 state parks attract more than 11
million visitors each year. Colorado State Parks
manages more than 4,000 camp sites, and 57 cab-
ins and yurts encompassing 246,000 land and
water acres. Their registration program has regis-
tered more that 98,000 water vessels, 34,000
snowmobiles, and 93,000 off-highway vehicles.
Estimated expenditures by Colorado state park
visitors, as measured by purchases made within

a 50-mile radius of the parks, total more than
$200 million.

In addition to public lands, an immense amount of
outdoor recreation in Colorado occurs on privately
owned lands. Unfortunately, reliable visitation data
for these other various outdoor recreation areas are
unavailable. Given this lack of data, the forecast is
therefore based on these limited data points. More-
over, the outdoor recreation sector, both summer
and winter, is extremely sensitive to weather and
natural hazards, particularly wildfires and floods.
Taking all of this into account, it is projected that
outdoor recreation behavior in Colorado will grow
essentially in conjunction with the overall growth in
state tourism. Thus, outdoor recreation visitation is
forecast to increase by 1.5-2%, and spending is
projected to climb approximately 4% in 2007.



Skiing Industry

Colorado’s 26 ski areas soared to a record 12.53
million skier visits in the 2005-06 ski season. This
eclipsed the previous record of 11.98 million set in
1997-98 by over half a million, and is an increase
of more than 700,000 over the 2004-05 winter sea-
son. Skier visits are the measure used to track par-
ticipation in skiing and snowboarding. A skier visit
represents a person participating in the sport of
skiing or snowboarding for any part of one day at
a mountain resort.

Colorado Ski Country USA reports and distributes
skier visit numbers in three overall categories: des-
tination resorts, Front Range destination resorts,
and gems/Front Range resorts. All categories
reported gains over the 2004-05 season for a total
increase of 6%. Front Range destination resorts
posted the largest overall growth, recording an
increase of 560,927 skier visits for an impressive
8.1% gain. The gems/Front Range resorts also saw
solid gains of 5.6%. The destination resorts ended
the season with a 2.3% rise.

According to numbers released by the National Ski
Areas Association, the country also posted its best
season ever by hosting more than 58 million skiers
during the 2005-06 winter season. Colorado once
again maintained its top position in the ski indus-
try as market share leader, accounting for more
than 21% of the nation’s ski business.

Colorado continues to be the nation’s premier win-
ter ski destination, with nearly 39,000 acres of ski-
ing, 311 lifts, 2,229 trails, and 40 terrain parks with
23 pipes, 150 tables, and over 300 rails. The state’s
ski resorts once again dominated SKI Magazine’s
annual ranking of North American ski resorts. Six
Colorado resorts were in the top 10—led by Valil,

which ranked #1. The top 10 resorts, according to
SKI Magazine’s readers, are:

Vail

Deer Valley, Utah

Snowmass

Whistler/Blackcomb, British Columbia
Park City, Utah

Breckenridge

Aspen

Beaver Creek

O ®° N A » D=

Steamboat
Sun Valley, Idaho

The 2006-07 ski season will be helped by the
investment of millions of dollars in on- and off-
mountain improvements by the resorts. The
enhancements include new restaurants, gondolas,
terrain, villages, snowmaking equipment, high-
speed lifts, grooming machines, children’s centers,
expanded air service, and guest service initiatives.
Events will also help boost ski visits. Some of the
notable ones for the upcoming season are:

* FIS Women’s Ski World Cup, and ESPN Winter
X Games 11 at Aspen

* FIS Men’s Tour World Cup, World’s Best
Chocolate Chip Cookie Competition, and the
Culinary Classic at Beaver Creek

* The Hartford Ski Spectacular and U.S.
Snowboard Grand Prix at Breckenridge

* The 33rd Annual Bud Light Cowboy Downbhill,
Fourth Annual Ski Jam, Winter Carnival,
National Brotherhood of Skiers Summit, and
Freestyle Junior Olympics at Steamboat

,_.
<
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+ Snow Daze, the Honda snowboard competition
session, Junior Olympics, the Taste of Vail, Film
Festival, and the American Ski Classic at Vail

« USSA Chevrolet Superseries NorAm Cup
Women’s Slalom/Giant Slalom, Rocky Mountain
Freestyle Mogul Competition, 32nd Annual
Wells Fargo Bank Cup, Coca-Cola Spring Splash
at Winter Park

* Jeep’s U.S. Freeskiing Open and Special
Olympics Colorado at Copper Mountain

+ Subaru Freeskiing Open at Telluride

+ 16th Annual U.S. Extreme Freeskiing
Championships at Crested Butte

With the momentum of the record-breaking
200506 season, multimillion-dollar resort
improvements, key events, a solid economy, excel-
lent early reservations, and a strong international
market, it is projected that skier visits will increase
by 1.9% and set a new record if Mother Nature
cooperates and produces the needed snow.

Air Travel

Air travel is very important to the Leisure and
Hospitality Supersector. DIA posted its second
consecutive record year in 2005 with 43.4 million
passengers. A total of 4.3 million passengers used
DIA in August, making it the busiest August ever
and the 16th straight month that DIA has set a
monthly passenger record. The August total was
5.1% higher than the 4.1 million travelers who
passed through DIA in the same month of last year.
Through the first eight months of the year, DIA has
recorded 32.4 million passengers, a 9.6% increase

continued on page 70

69



2007 Colorado Business Economic Outlook
Leisure and Hospitality

continued from page 69

over the 29.5 million travelers who used the facility
in the same period in 2005.

August was DIA’s third-busiest month. In the three
months of summer, a total of 12.3 million passen-
gers used DIA, making it the busiest summer ever
at the Denver airport.

Through the first eight months of 2006, DIA is

on track to set another passenger record. A 10%
increase for the entire year would move DIA’s 2006
passenger mark close to 48 million.

The airport’s master plan sets its phase one capa-
city at 50 million passengers a year. It is expected
that this total will be reached in the next few years
as 48.6 million passengers are expected in 2007.

Colorado Springs Municipal Airport enplaned just
over 1 million passengers in 2005—about the same
number as 2004. Figures available for 2006 show
that enplanements are basically flat or down slightly
for the year, and are expected to be flat in 2007.

In addition to DIA and Colorado Springs, seven
mountain airports provide service to many resorts.

DENVER INTERNATIONAL AIRPORT PASSENGERS

1997-2007
(In Millions)
Total
Year Enplanements Deplanements Passengers®
1997 17.4 17.5 35.0
1998 18.4 18.4 36.8
1999 19.0 19.0 38.0
2000 19.4 19.4 38.8
2001 18.0 18.0 36.1
2002 17.8 17.8 35.7
2003 18.7 18.8 37.5
2004 21.1 21.1 42.3
2005 21.6 21.7 43.4
2006" 23.8 23.8 47.6
2007¢ 24.3 24.3 48.6
®Due to rounding, the sum of the individual items may not equal the total.
PEstimated.
°Forecast.

Source: Denver International Airport and Colorado Business Economic

Outlook Committee.
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Challenges

Volatile energy prices will impact the Colorado
economy and be a special challenge to the Leisure
and Hospitality Supersector. Since Colorado is a
major drive vacation market, the price of gasoline
remains a concern. While most consumers think in
terms of gasoline prices, of equal importance is the
price of diesel, jet fuel, and other refined products.
These inputs have cost impacts throughout the
economy and on the consumer’s ability or desire to
spend. The influence that volatile energy prices
have on discretionary income may affect funds
available for travel expenditures.

Another concern is the high level of debt that is
currently carried by consumers and its impact on
their ability to travel.

Increased competition from in-home entertainment
providers is another challenge. U.S. households
spend $125 billion annually on home electronics.
Computers, HD and flat-screen LCD televisions,
high-tech audio systems, CDs, DVDs, cable serv-
ices, and NetFlix provide a multitude of entertain-
ment alternatives, making it less expensive to stay
at home than go out for entertainment.

Finally, national trends indicate that travel is now
becoming a slow-growth industry. While revenues
have risen sharply for most travel providers, it is
because of increases in price rather than in trip
volume and visitor counts. It is becoming a grow-
ing challenge for travel marketers to convince the
consumer to spend their discretionary income on
travel rather than on competing products. ==



Other Services

he Other Services Supersector consists of

three main sectors: Repair and Maintenance;
Personal and Laundry Services; and Religious,
Grantmaking, Civic, Professional, and Similar
Organizations. It is comprised of a large array of
companies in many different industries. While
there are some large, recognizable firms in the
supersector (Jiffy Lube, Young Life, and the Western
Stock Show Association), the majority of businesses
are small-scale local shops. Some of the more
obscure members of this sector include Woody’s

Welding Service, Custom Kentucky Rifles Inc., U
Needa Haircut Inc., Suds Your Duds Laundromat,
Poor Boys Inc., and the Fraternal Order of Eagles.

Nationally, this supersector only employs about 5.4
million people, or approximately 4% of total
employment. Because many companies in this
supersector provide personal and consumer serv-
ices, employment growth is driven largely by popu-
lation expansion and is more resilient to economic
downturns. As long as our hair continues to grow,
our cars continue to break down, and our clothes
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continue to get dirty; there will be a solid demand
for the barbers, mechanics, and dry-cleaners that
make up this supersector. In the period from 1996
to 2005, national employment in the supersector
grew at a compound annual growth rate (CAGR)
of 1.5%, compared to 1.2% for total employment.
Over the same period, the national population
grew at a CAGR of 1.1%.

In Colorado, 88,700 people were employed in the
Other Services Supersector in 2005, accounting for

continued on page 72

OTHER SERVICES EMPLOYMENT
1997-2007
(In Thousands)

Repair and Religious, Grantmaking,
Maintenance Personal and Civic, Professional, and Percentage

Year Services Laundry Services ~ Similar Organizations  Total® Change
1997 21.4 18.8 35.5 75.7 4.1%
1998 22.0 194 36.0 77.3 2.1
1999 22.8 19.7 36.5 79.0 2.2
2000 23.1 20.3 36.8 80.2 1.5
2001 23.5 21.0 39.3 83.8 45
2002 23.5 21.1 41.0 85.6 2.1
2003 22.8 21.1 41.9 85.9 0.4
2004 22.7 215 43.2 87.4 1.7
2005 22.6 21.9 44.2 88.6 1.4
2006° 22.4 22.1 45.0 89.5 1.0
2007° 22.4 22.4 459 90.7 1.3

#Due to rounding, the sum of the individual items may not equal the total.

PEstimated.

°Forecast.

Source: Colorado Department of Labor and Employment, and Colorado Business Economic Outlook Committee.
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continued from page 71

approximately 4% of total state employment. The
majority of the roughly 12,400 companies in the
supersector are small businesses—average employ-
ment was just over five. Average annual wages at
these companies were slightly more than $28,800,
compared to the state average of $41,600.

In Colorado, this supersector grew at a CAGR of
2.2% between 1996 and 2005, compared to state
population growth of 2.1%. Employment growth is
typically very stable—the supersector has posted
job gains in every year since 1990. Growth slowed
significantly in 2003, picked up in 2004, and again
slowed in 2005. This reduced rate of growth is
expected to continue in 2006 as employment is
projected to be up just 1% (or 900 jobs), to 89,600.
The supersector is projected to grow slightly in
2007, adding 1,100 positions.

The largest subsector comprising Other Services is
the Religious, Grantmaking, Civic, Professional,
and Similar Organizations category. This subsector,
which accounts for about 49.8% of total supersec-
tor employment, is comprised of an array of non-
profit organizations—grant and scholarship
foundations; environmental and wildlife conserva-
tion, social advocacy, business, professional, civic,
political, and religious organizations; chambers of
commerce; and homeowners’ associations. With a
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CAGR of 3.1% since 1996, employment growth in
this subsector is the highest of the three Other
Services categories, and is in line with the national
trend for this subsector. In 2006, employment is
expected to increase by 800, reaching a total 45,000
jobs. The largest component of this growth comes
from the professional, business, and social advo-
cacy groups. Religious and civic organizations have
been in slight decline during the past few years.
Another 900 jobs are expected to be added in the
Religious, Grantmaking, Civic, Professional, and
Similar Organizations area in 2007.

Average annual wages at these companies
were slightly more than $28,800, com-
pared to the state average of $41,600.

The next largest sector is Repair and Maintenance
Services. The major employers in this category pro-
vide automotive services, but also included are fur-
niture, clothing, and appliance repair and
maintenance businesses. Since 1996, the sector has
posted a CAGR of 1%, yet it has been consistently
losing jobs since 2003. This lack of growth may be

attributed to several things, one of which may be
Americans becoming a more disposable society.
For instance, a broken laptop or iPod may be easier,
or even cheaper, to replace than to have it fixed at a
repair shop. As a result, demand may be less for
individuals who do repair work. Additionally, the
purchase of service contracts may hurt independ-
ent repair and maintenance businesses not associ-
ated with the manufacturer.

Nationally, this subsector has seen a CAGR of 1%,
yet it is projected to be up 11,400 jobs in 2006.
However, on a state level, the subsector is projected
to lose an additional 200 jobs. This employment
level of 22,400 is expected to hold through 2007.

The Personal and Laundry Services subsector is
comprised of a wide and often unusual combina-
tion of businesses. Beauty and tanning salons, bar-
bershops, dry-cleaning and Laundromats, pet care,
photo processing, parking lots and garages, and
funeral services are all classified in this group. The
subsector has grown at a CAGR of 2% since 1996.
In 2006, it is expected to increase by 200 jobs,
reaching 22,100. On a national scale, this sector is
projected to be down about 2,000 overall. An addi-
tional gain of 300 positions is expected in 2007 for
the state. <



Government

mployment in the Government Supersector

includes a wide variety of activities and several
levels of government, including federal civilian,
state, and local government employment.
Governmental activities comprise executive, leg-
islative, and other governmental support; justice,
public order, and safety activities; administration of
human resource programs; administration of envi-
ronmental quality programs; administration of
housing programs; urban planning and commu-
nity development; administration of economic
programs; space research and technology; and
national security and international affairs.

Total Colorado government employment grew at
an average annual rate of 1.5% from 2000 to 2005.
In 2005, government employment in Colorado

rose 1.3%, compared with the national government
sector employment increase of 0.8%. Employment
growth in the government sector is estimated to
remain positive in 2006, with total payrolls increas-
ing 1.4%, to 368,000 positions. In 2007, the forecast
calls for the sector to increase at a slightly slower
rate of 1.2%, bringing total government employ-
ment to 372,500 positions.

Federal Government

The level of federal government employment in
Colorado has generally been on a downward trend
since 1994, with the exception of the year 2000
when it increased 1.3% due to the 2000 Census
release. Small increases also occurred in both 2002
and 2003 as a result of the September 11 attacks.

GOVERNMENT EMPLOYMENT IN COLORADO
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From 2000 to 2005, federal government employ-
ment grew at an average annual rate of -0.8%.
Federal government employment at the national
level has also exhibited similar trends since peaking
in 1990. In 2005, Colorado’s federal government
payrolls fell 0.4% compared to a 0.2% decline at
the national level. The decrease in federal employ-
ment in Colorado is expected to continue in 2006,
with a 0.5% drop followed by a slightly softer
decline of 0.2% in 2007.

Federal government job losses in Colorado are
currently being driven by the state’s two largest
federal employers. The U.S. Postal Service, which
employs almost 11,000 workers in Colorado, is
experiencing employment reductions due to

continued on page 74

1997-2007
(In Thousands)

Industry Group 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006° 2007°

Total Government 315.6 322.3 328.4 337.0 344.1 355.4 356.2 358.5 363.0 368.0 372.5

Federal 54.3 54.5 54.1 54.8 52.9 53.2 53.5 52.9 52.7 52.4 52.3

State 74.5 75.9 77.1 78.6 80.0 81.9 80.3 81.5 82.3 82.8 83.6

General 27.8 28.6 29.5 30.6 31.3 319 30.1 29.7 30.0 30.1 30.4

Education 46.7 47.3 47.6 48.0 48.7 50.0 50.2 51.8 52.3 52.7 53.2

Local 186.8 191.9 197.1 203.6 211.2 220.3 222.4 224.2 228.0 232.8 236.6

General 89.1 91.7 94.6 98.4 102.3 106.5 107.2 108.4 110.4 113.1 115.0

Education 97.7 100.2 102.5 105.2 108.9 113.8 115.2 115.8 117.6 119.7 121.6
®Estimated.

PForecast.

Source: Colorado Department of Labor and Employment and Colorado Business Economic Outlook Committee.
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increasing productivity from the automation of
mail processing and attrition. Employment reduc-
tions at the U.S. Postal Service in the Colorado/
Wyoming district reflect national patterns.

The Department of Defense, Colorado’s second
largest federal employer, with about 10,300
employees across the state, announced the impend-
ing closure of the Buckley Annex at Lowry as part
of the 2005 Base Realignment and Closure process
that will combine 26 facilities nationwide into just
five facilities. The Buckley Annex currently houses
the Defense Finance and Accounting Service and
the Air Reserve Personnel Center. In total, the
Buckley Annex currently employs approximately
2,000 workers, down from about 3,000 employees
10 years earlier. The majority of job losses are
expected to occur in 2008-2010, although some
cuts will likely be made in 2007, particularly
through attrition.

The Department of Interior (DOI), the nation’s
principal conservation agency, is the state’s third-
largest federal employer, with about 6,700 workers
in Colorado or roughly 8.4% of the DOT’s total
workforce of 80,000. In fact, the DOI has more
employees in Colorado than in Washington, D.C.,
partly because so much of the land under DOI
management is located in the western United
States. The National Park Service, the Bureau of
Land Management, the U.S. Geological Survey, and
the Minerals Management Service are among the
DOT’s eight bureaus. Together, the three largest fed-
eral employers in Colorado represent more than
half (53%) of total federal employment in the state.
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Federal spending levels for nondefense and defense
expenditures provide insight into the expansion or
contraction of U.S. government employment. In
support of the 2003 invasion of Iraq, national
defense spending increased 11.3% in 2002 and
13.7% the following year. By 2005, national defense
spending had slowed moderately, to a 6.9% annual
increase, and through Q3 2006, national defense
spending was up just 6.9% compared to the same
three-month period in 2005.

Federal spending related to nondefense projects
has also increased in recent years amid rising
healthcare costs and increasingly expensive entitle-
ment programs, such as Social Security, Medicare,
Medicaid, and unemployment compensation.
Between 2002 and 2005, federal nondefense spend-
ing increased 6%, which was similar to the 6.9%
year-to-date gain reported through the third quar-
ter of 2006. The Bureau of Economic Analysis also
estimates that state and local government spending
is up 7.3% through Q3 2006, compared to a 5.3%
average annual increase between 2002 and 2005. It
is expected that increases in federal defense spend-
ing will not gain momentum in 2007, but that
expenditures will grow at a pace similar to 2006.
Nondefense spending, on the other hand, will
increase at a faster rate. These changes in federal

Federal spending related to nondefense
projects has increased in recent years
amid rising healthcare costs and increas-
ingly expensive entitiement programs.

spending will not likely impact the Colorado econ-
omy in a significant manner, although the regional
impact of this spending will help maintain federal
government payrolls in the state.

State Government

Between 2000 and 2005, state government employ-
ment grew at an average annual growth rate of 0.9%.
When state revenues fell 13% in the state fiscal year
beginning in 2001, state government employment
(noneducation) began to decrease, falling 5.6% in
2003 and 1.3% in 2004. These declines, coupled
with flat growth in state education employment,
which accounts for approximately 64% of state
government employment, led to an overall
decrease of 2% in 2003 and tepid growth of 1.5%
the following year. After increasing 1% in 2005, the
forecast calls for total state government employ-
ment to grow 0.6% in 2006 and 1% next year.

The 2001 slowdown in state government employ-
ment and the decline experienced in 2004 can be
attributed to weaknesses in Colorado’s economy
and the stock market, which significantly reduced
the state’s sales tax and capital gains income tax
collections. During the same period, state employ-
ees took advantage of a relatively low rate of service
credits and purchased years to add to their pension.
Consequently, the purchasing of years led to a
higher than average number of retires in both 2002
and 2003. Many of the vacancies left by these re-
tirees remained open as a number of state depart-
ments implemented a voluntary hiring freeze in an
effort to minimize personnel expenditures. To a
lesser effect, this trend continued into 2004.



Since Colorado’s economic recovery began in 2004,
tax revenue collections have been strengthening
and, in fiscal year 2006, revenue collections finally
surpassed their pre-recession levels. State sales and
use tax revenues will continue to rise for the fore-
seeable future as Colorado payrolls strengthen and
consumers and corporations have more disposable
income available to spend on goods and services.
Additionally, individual income tax receipts are
forecast to remain relatively flat in fiscal year 2007
after climbing 17.9% in fiscal year 2006. Corporate
income tax receipts will increase a staggering 42% in
fiscal year 2006, but decline 8.9% in 2007. Typically,
this type of news would correlate to an expansion
in state government employment. However, the
additional revenues collected by the state as a result
of Referendum C will be used to restore previous
budget cuts and fund existing projects that were
placed on hold as a result of the recession.

The Tax Payers Bill of Rights (TABOR) is a state
constitutional provision that limits state revenue
growth to the sum of inflation, plus population
growth in the previous calendar year and appropri-
ations growth to 6%. Due to the 2001 recession
and an exceptionally low rate of inflation in 2004,
paired with low in-migration, state government
growth was limited in 2005. On November 1, 2005,
Colorado citizens passed Referendum C, authoriz-
ing the state to retain and appropriate all revenues
collected during the period between July 1, 2005,
and June 30, 2010. As the state must still maintain
appropriations under the 6% Arvescough-Bird
limit, they will have a minimal impact on state gov-
ernment payrolls. The governor’s budget request

starting July 2007 contains a 6% general fund
increase; however, this is primarily to support the
natural increases for state correctional facilities,
K-12 education, and Medicaid. Prior to the 2001
recession, state expenditures increased at an aver-
age of 6%.

The State of Colorado retained $437.7 million in
unbudgeted general fund surplus per Referendum
C in fiscal year 2005-2006, which will be split
between transportation (two-thirds) and capital
construction projects (one-third). In total, the pas-
sage of Referendum C allowed the state govern-
ment to retain $1.116 billion in tax revenue for
fiscal year 2005-2006 that otherwise would have
been returned to taxpayers according to TABOR.

Beginning in July 2004, the University of Colorado
became an enterprise, and in July 2005, the remain-
ing state institutions of higher education became
enterprises. Because of their enterprise status, all
tuition and fee collections from the state institutions
of higher education do not count as TABOR rev-
enue. The impact of enterprise status on employ-
ment growth at the state’s institutions of higher
education is uncertain; however, the forecast allows
the higher education sector to grow more liberally
than the remaining sector of the state government.

Higher education in Colorado is comprised of

12 four-year public institutions and 16 two-year
public institutions. In addition, approximately 100
accredited private institutions and numerous pri-
vate occupational schools play significant roles in
Colorado’s higher education success, although only
employees of public institutions are accounted for
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under the Government Supersector. Colorado’s

28 public higher education institutions awarded
39,918 degrees and certificates in the 2005-2006
school year, up from 1.9% from the previous school
year. Baccalaureate degrees accounted for about
half of the total degrees and certificates awarded,
followed by 17.6% for certificates, 15.2% for asso-
ciate degrees, and 14.1% for master’s degrees.

Colorado ranks third behind only the District of
Columbia and Massachusetts in the percentage of
residents with at least a bachelor’s degree, accord-
ing to the 2005 American Community Survey from
the U.S. Census Bureau. About 35.5% of Colorado
residents had earned at least a bachelor’s degree in
2005, up from 33.7% in 2004, which was the fifth
highest rate in 2004.

Local Government

Local government is comprised of municipalities,
counties, school districts, and special districts. As of
September 2006, there were 2,578 active local gov-
ernments in Colorado, including 64 counties and
271 municipalities. Special districts range from fire
districts to urban drainage and flood districts to
metropolitan districts.

From 2000 through 2005, local government
employment in Colorado increased at an average
annual rate of 2.3%. Total local government grew
1.7% in 2005 after posting only a 0.8% gain the
prior year. Local government at the national level
increased 1.1% from 2004 to 2005. A closer look at
local government employment in Colorado reveals

continued on page 76
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that noneducational employment increased 1.8%
in 2005, while local educational services employ-
ment, which accounts for 52% of local government
employment, rose 1.6%. Overall, local government
employment is expected to increase at a stronger
clip of 2.1% in 2006 and then slow to a 1.6% gain
in 2007. The forecast has both noneducational and
educational local government employment in
Colorado growing at a faster rate in 2006 than in
either the year prior or the year after.

County and municipal government employment is
driven by tax and fee revenues. Counties tend to
rely heavily on property tax revenue, whereas cities
in Colorado depend greatly on sales tax collections.
Building permits and other development fees also
generate revenue for local governments in
Colorado. Strong retail sales tax receipts and strong
residential construction activity propped up
municipal government employment in 2005 and
2006. County government employment also bene-
fited from residential building activity, as well as
increased property tax revenues due to high levels
of home sales in 2004 and 2005.

In 2006, municipalities are reporting increases in
overall employment, while county employment is
generally flat. Still, each region is experiencing
varying revenue and subsequent employment
impacts, depending on the retail environment,
strength of the residential market, and other fac-
tors. The City and County of Denver, for example,
will expand its payrolls by 2.6% in 2007 primarily
due to increased sales tax and lodger’s tax revenue
as reflected in record passenger traffic at Denver
International Airport and increased visitors for
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In 2006, municipalities are reporting
increases in overall employment, while
county employment is generally flat.

business and leisure travel. The new positions will
effectively restore the jobs lost during the recent
downturn despite hiring constraints such as the
rising cost of medical benefits. Jefferson County, on
the other hand, is adding only a handful of new
positions because revenue collections are trailing
off. Meanwhile, Douglas County is only maintain-
ing current staffing patterns. Voters in Longmont
approved Issue 2A in November 2006 that
increases the city’s sales and use tax from 2.95% to
3.275% and creates $5.3 million in additional
annual revenue. The city will use a portion of the
new funds to add at least six new positions to com-
bat local public safety issues.

Changes in the local education subsector employ-
ment are estimated using information on school
district enrollment. The Colorado Legislative
Council is estimating a 1.2% enrollment increase
from the 2005-2006 school year to the 2006-2007
school year, a difference of 8,770 full-time-equiva-
lent (FTE) students that will bring total enrollment
to 734,740 FTE students. The 20062007 enroll-
ment gain is slightly higher than the 1% growth
average over the 2000-2005 period.

Budgeted staffing changes for the coming school
year and projected population changes also impact
the Government Supersector employment forecast.
A fall 2006 survey of budgeted staff changes in

Colorado’s school districts with student enrollment
of greater than 5,000 suggests that total employ-
ment will increase about 1.5% in 2007. Sixteen of
the 29 surveyed districts responded. Denver Public
Schools, Adams County 14, Jeffco Public Schools,
Boulder Valley, Poudre School District, and
Colorado Springs 11 are among Colorado’s school
districts facing declining enrollment. Metro
Denver, Colorado Springs, and northern Colorado
account for the majority of student enrollment in
the state. In the fall of 2005, total enrollment at
Colorado school districts exceeded 766,600 stu-
dents. The Colorado state demographer is forecast-
ing a 2% overall population increase in 2007 and
an increase in net migration from 32,000 in 2006
to 54,000 the following year. Net migration has
slowed significantly in recent years, from 81,900
residents in 2001, but has posted annual gains
since 2004.

Overall enrollment in Colorado’s traditional school
districts is generally flat, although analysts note
that stalled or declining enrollment in traditional
schools may be answered partly by the growing
popularity of charter schools, as well as stricter
enforcement of immigration policies. Charter
school enrollment has been increasing and is
expected to continue to grow over the next several
years, implying consequential employment growth.
During the 2004-2005 school year, Colorado was
home to 107 charter schools that served 36,900
students. The total number of charter schools

rose to 120 in the 2005-2006 school year, while
enrollment climbed 20%, to about 44,300 students.
The increase in enrollment is due to both a rise in



enrollment at existing schools and the addition of
new schools. About 135 currently exist in Colorado
as of the fall of 2006 but enrollment totals were not
yet available at the time of this writing. Charter
school employees are public employees by law

and included in the local government education
subsector.

In November 2006, Colorado voters approved a
record $1.1 billion for building and repairing
schools in 13 school districts across the state. The
Boulder Valley School District will use the $296.8
million in bonded revenues to upgrade all of its 54
schools, while new schools will be added in at least

the following school districts: Douglas County,
Westminster 50 (Adams County), Brighton 27]
(Adams County), Commerce City 14 (Adams
County), Eagle County RE-1, and Lewis-Palmer

38 (El Paso County). Voters also approved school-
related bond measures in Arapahoe, Garfield, Grand,
Larimer, and Routt counties. In addition, 21 school
districts sought a total of $24.9 million in mill levy
overrides to fund regular operating expenses.

Colorado ranked 13th in the nation in the per-
centage of residents with a high school degree
(including equivalency), according to the U.S.
Census Bureau’s 2005 American Community
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Survey. About 88.7% of Colorado residents had
earned at least a high school diploma in 2005, up
from 87.4% in 2004, which ranked 17th highest
that year.

According to the National Center for Education
Statistics’ Projections for Education Statistics
through 2015, total enrollment in elementary and
secondary schools across the nation is expected to
increase 7% between 2003 and 2015, compared to
12.7% growth projected for Colorado. Colorado
ranks ninth for the largest projected gain among
the 32 states with projected enrollment increases
between 2003 and 2015. %=
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International Trade

Prospects for Colorado Exports in 2007

he global economy had considerable momen-

tum in the first half of 2006, which led to strong
increases in the growth of U.S. and Colorado
exports during the first eight months of the year.
However, global growth is set to slow mildly
through the rest of 2006 and into 2007 as the soften-
ing of the U.S. economy, primarily from the slow-
ing housing market, weighs on the world economy.

The weak U.S. housing market is a factor being
closely watched by international investors and will
likely have an effect on trade. With direct effects on
employment in the construction sector and a sec-
ondary impact of lower consumer spending, the
softening U.S. housing market will likely cause
global growth to slow in 2007. During previous
years, as housing prices grew rapidly, consumer
spending increased in response. With the current
housing slump, consumer spending is expected to
contract. Countries where manufacturing activities
dominate, especially China, will be most affected.

In contrast to the negative effects that the U.S.
housing market will likely have on the global econ-
omy, declining oil prices are predicted to partially
offset the impact. Lower oil prices will benefit con-
sumers as transportation costs drop and individual
households spend less at the pump. International
trade is expected to benefit as a result of lower
transportation costs, especially for exporters of
heavy manufactured goods.

Another factor affecting the global economy is
China’s trade surplus with the rest of the world,
which reached a record $18.8 billion in August
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2006 and has intensified the debate about whether
China’s currency, the yuan, is undervalued. Some
of China’s trading partners, especially the United
States, have argued that China keeps the yuan low
to boost exports. The United States is likely to step
up its pressure on China to let the yuan rise. The
yuan has increased by less than 2% since being
revalued in July 2005 after being tied to the dollar.
Since April 2006, China has raised interest rates
twice, as well as demanded higher reserves for
banks, in a move to control the expanding econ-
omy and stem inflation.

With the WTO Doha round of negotiations at a
stalemate, the United States continues to negotiate
new bilateral free trade agreements in an effort to
open markets for American exporters. Although
the general public equates these agreements with
the elimination of duties on the export and import
of goods, the agreements also include sections on
trade in services like banking and insurance, as well
as agreements on the protection of intellectual
property rights, investments, and the provision of
“national (equal) treatment” on government pro-
curement contracts at the federal and state levels.
These expanded agreements open new opportuni-
ties for U.S. businesses and simplify doing business
internationally.

Through August 2006, Colorado exports to seven
of the state’s nine free trade partners increased over
the same time period in 2005. Canada, Mexico,
Australia, Singapore, Israel, Chile, and Bahrain all
bought more from Colorado in 2006, with only
Jordan and Morocco showing declines. Colorado
exports to the Central America-Dominican

VALUE OF COLORADO EXPORTS
FISCAL YEARS 2001-2007
(In Millions of Dollars)

Percentage

Year Total Exports ~ Change
2001 $6,125.5 7.1%
2002 5,521.7 -9.9
2003 6,109.1 10.6
2004 6,651.0 8.9
2005 6,783.6 2.0
2006° 8,004.6 18.0
2007° 8,885.1 11.0

®Estimated.

PForecast.

Source: World Institute for Strategic Economic
Research and Colorado Business Economic
Outlook Committee.

Republic-United States Free Trade Agreement
(CAFTA-DR) countries as a group increased 5%,
with only Nicaragua and the Dominican Republic
decreasing. New agreements with Oman, Korea,
Thailand, Panama, Peru, and Colombia are in vari-
ous stages of discussion, but Trade Promotion
Authority for the President expires in July 2007 and
may not be reinstated by a new Congress.

The Colorado General Assembly passed legislation
during the 2006 session that could have removed
Colorado from the government procurement rules
of international trade agreements; however, the
governor vetoed the bill. Although the intent of the
legislation was to limit foreign companies from



bidding on state contracts, the legislation could
have eliminated Colorado-based companies from
receiving “national treatment” on many foreign
government procurement contracts. There are
signs that other states in the Rocky Mountain
region are using the passage of this bill to argue
against international companies selecting a
Colorado location on the basis that similar legisla-
tion might someday become law.

Taking all of these global growth factors into con-
sideration, the International Trade Committee is
projecting acceleration in the growth of Colorado
exports through the end of 2006, with year-end
growth at 18%. The committee is forecasting an
11% increase in 2007 based on a mild slowdown in
the U.S. and global economies.

Colorado’s Manufactured Exports

Colorado exports of manufactured, mineral, and
agricultural products rose 2% in 2005, to a record
$6.8 billion. Although exports set a new high, a
33% drop in international sales of semiconductors
inhibited more dramatic growth. During 2006, the
dip in semiconductors has reversed, leading to an
increase of almost 91% through August over the
same period last year. With this growth in what is
now Colorado’s largest export category, plus an
overall 12% increase in other Colorado exports,
state exports have risen 20% over last year. In 2006,
advanced technology products again dominated
Colorado’s top export commodities. In addition to
semiconductors, major manufactured export cate-
gories included computers and peripherals, com-
puter components, telecommunications
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MAJOR DESTINATIONS FOR COLORADO EXPORTS OF
MANUFACTURED GOODS, MINERALS, AND AGRICULTURAL PRODUCTS
(In Millions of Dollars)

Percentage of

Country 2002 2003 2004 2005 Total
Canada $1,425.5 $1,431.7 $1,660.4 $1,807.5 26.6%
Mexico 370.3 570.4 689.4 849.0 125
Japan 320.4 443.1 411.3 384.3 5.7
China (Mainland) 436.8 213.2 356.2 355.7 5.2
Germany 180.9 282.0 272.1 277.9 4.1
Korea, Republic of 281.5 424.6 341.9 273.8 4.1
Malaysia 237.3 302.0 309.5 246.1 3.6
Netherlands 288.2 245.6 236.7 243.5 3.6
United Kingdom 290.2 237.3 253.5 240.5 3.5
France 209.0 267.1 250.1 224.9 3.3
Australia 200.4 112.7 140.8 222.8 3.2
China (Taiwan) 235.9 237.0 255.1 205.7 3.0
Hong Kong 153.1 202.4 228.0 204.5 3.0
Singapore 117.5 236.7 187.2 156.1 2.3
Brazil 77.9 57.2 57.9 82.9 1.2
All Other Countries 696.8 2,277.8 2,661.2 2,815.8 41.5
Total All Countries $5,521.7 $6,109.1 $6,651.0 $6,783.6 100.0%

Source: Foreign Trade Division of the U.S. Census Bureau and WISER.

equipment, medical instruments, scientific/meas-
uring equipment, photographic film and plates,
machine tools for material removal by laser, and
aviation related products.

Top ExrorT MARKETS BY REGION IN 2006
Asia Pacific

The largest recipients of Colorado’s semiconductor
exports were the Asian Pacific Rim countries, par-
ticularly Taiwan and Malaysia. With these and

other sales, exports through August 2006 climbed
42% compared to the same period last year. At
almost 39% of Colorado exports, the countries of
the Pacific Rim and South Asia made up
Colorado’s largest regional export market, displac-
ing the countries of the Western Hemisphere,
which held that position in 2005.

Real GDP growth in Asia Pacific is projected to be
5.3% in 2006, and drop to 4.6% in 2007 (as defined
continued on page 80
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International Trade
continued from page 79
INTERNATIONAL REAL GDP PERCENTAGE INCREASE
2000-2007
2000 2001 2002 2003 2004 2005 2006° 2007°
Asia Pacific 3.9% 1.6% 2.3% 3.0% 4.5% 5.1% 5.3% 4.6%
Australia 3.3 2.7 3.6 3.3 3.5 2.7 2.8 3.3
China 8.0 7.3 9.1 10.0 10.1 9.9 10.3 9.0
Japan 2.8 0.4 0.1 1.8 2.3 2.6 2.9 2.2
South Korea 9.3 3.8 7.0 3.1 4.7 4.0 5.1 4.6
Taiwan 5.9 -2.2 4.2 3.4 6.1 4.1 4.1 4.1
Eastern Europe 6.3 1.7 4.6 5.7 7.2 6.0 6.2 54
Russia 10.0 5.1 4.7 7.3 7.2 6.4 6.3 6.0
Western Europe 3.3 1.5 1.1 0.9 2.3 1.6 2.6 20
France 4.2 2.1 1.1 1.1 2.0 1.2 2.1 1.9
Germany 2.9 0.8 0.1 -0.2 1.6 1.0 1.9 1.1
Italy 3.3 1.7 0.3 0.1 0.9 0.1 1.4 1.2
United Kingdom 3.8 2.3 2.1 2.7 3.3 1.9 2.5 2.4
North America 4.1 0.4 2.5 2.9 4.1 3.2 3.3 2.6
Canada 53 1.8 2.9 1.8 3.3 2.9 3.1 2.8
Mexico 6.6 -0.1 0.8 1.4 4.2 3.0 4.1 3.4
United States 3.7 0.8 1.6 25 3.9 3.0 3.4 2.6

®Estimate current as of October 2006.
PForecast current as of October 2006.
Source: Consensus Forecasts and Colorado Business Economic Outlook Committee.

by Consensus Forecasts). This projected growth in
Asia could increase opportunities for Colorado
exporters and strengthen the overall global
economy.

Japan is shifting onto a moderate growth path. The
impetus should come from private sector spending
and foreign trade, with the government remaining
focused on spending restraint. While the Japanese
administration is preoccupied with extending the
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recovery, the Chinese government is attempting to
shift the source of growth from capital expendi-
tures to consumer spending, and is giving greater
emphasis to rural development. Nevertheless,
Beijing is proceeding cautiously as it is determined
to avoid any marked slowdown in overall economic
activity that might in turn lead to increased job-
lessness and social unrest. India is now in the top
ranks of the global growth charts with the economy

poised to continue to expand by close to 8% over
the next two years. Elsewhere in Asia growth pros-
pects remain favorable, though not exceptional.

The Americas

Shipments to Canada, Latin America, and the
Caribbean made up nearly 38% of all Colorado
exports through August of 2006. At more than $2
billion, exports to the countries of the Western



Hemisphere grew 10% from the same period last
year. The dominant markets in this group were
Canada, with over $1.2 billion in Colorado exports,
and Mexico, at $657 million. Other countries in the
region also showed strong growth, with the next
largest market, Brazil, up 15%, to $59 million.

U.S. exports to Canada are expected to remain
competitive thanks to the appreciation of the
Canadian dollar relative to the U.S. dollar, and
overall imports are expected to grow at 3.5% in
2007. In Latin America, 2006 has been a year of
uncertainty and change, with at least 21 presiden-
tial and legislative elections scheduled over the
course of the year, including the region’s largest
economies and Colorado’s top two trading part-
ners, Mexico and Brazil. Most elections have
occurred without significant market disruptions,
which is a positive sign for investors. With real
GDP growth expectations for 2007 at around 3.6%
on average throughout Latin America, and similar
growth predicted for Canada, Colorado exports
throughout the Americas should continue to see
steady growth.

Europe

Exports to Europe rose almost 7% through August,
to more than $1 billion. However, Europe’s overall
percentage as a regional market for Colorado
exports declined from 22% in August of 2005 to
19% in 2006. Most major export categories, such as
medical equipment, semiconductors, and telecom
equipment, showed strong, double-digit growth of
30% or more, but the largest category, computers
and peripherals, fell by almost 17%.

Europe should remain an important export market
for Colorado companies in 2007, although GDP in
the eurozone is projected to grow. Europe’s three
largest economies, Germany, France, and Italy, are
leading the economic recovery. The combination
of higher interest rates, an appreciating euro, and
fiscal deficit reduction may, however, have a damp-
ening impact on Europe’s growth in 2007.
Employment is gradually increasing, but house-
hold income gains will be limited by higher taxes
and by ongoing restraint in wage settlements.

Australia and Oceania

After more than 58% growth in 2005, the first year
of the U.S.-Australia Free Trade Agreement,
exports to Australia were up 6% through August of
2006. The Australian market dominated Colorado’s
trade with this region, with $156 million of the
$168 million total. However, decreased exports to
the other countries of the region resulted in an
overall growth rate of less than 2%. Together, sales
to Australia and Oceania made up just over 3% of
Colorado exports in 2006.

Solid gains in consumer spending and business
investment should help to keep the Australian
economy growing at about a 3% annual pace
through 2007.

Exports to the Middle East rose 34% in
2006, to $105 million through August.
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The Middle East and Africa

Exports to the Middle East rose 34% in 2006, to
$105 million through August. Israel was Colorado’s
largest market in the region at $40 million, an
increase of 41%. Colorado companies sold $25
million to Africa during the same period—a
decrease of 6%. Colorado’s largest African market
was the Republic of South Africa, at $14 million.
Combined sales to the Middle East and Africa
made up over 2% of Colorado’s exports.

Strong commodity prices, including oil, continue
to feed economic growth throughout much of the
Middle East and Africa. Even with decreasing oil
prices, oil exporting countries are forecasted to
grow at around 5-6% through 2007. Non-oil
exporting economies, including Egypt and South
Africa, are also expecting positive growth. Export
potential for Colorado companies is expected to
continue throughout the Middle East, although
economic problems due to armed conflict and
political tensions persist for certain areas, including
Israel, Lebanon, and Iraq.

Prospects for Colorado Agricultural
Exports

Colorado’s agricultural exports were down 3% in
2005 from 2004 levels and continue to be below
2003 export levels. The impact of the closure of
world markets to Colorado and U.S. beef due to
the December 23, 2003, discovery of a cow with
bovine spongiform encephalopathy (BSE) contin-
ues to be felt by Colorado’s beef industry. While

continued on page 82
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International Trade

continued from page 81

Colorado beef exports grew in 2005 versus 2004
due to strong markets in Canada and Mexico,
Colorado’s reduced grain harvest translated to
lower exports for grains, offsetting the gains in
Colorado’s beef exports.

Colorado’s 2005 exports were lower than recent
historical levels due to the continued closure of the
Japanese and Korean beef markets and a continu-
ing drought, which has reduced the state’s grain
harvest and exports. With the opening of the
Japanese market in July of 2006, and the Korean
market in September, Colorado’s beef industry is
poised to begin a multiyear effort to rebuild and
regain its markets in Asia. In 2005, Taiwan opened

its market to Colorado and U.S. beef and pur-
chased more U.S. beef that year than in pre-BSE
(2003) market periods.

The primary challenge facing the U.S. beef industry
is how to regain consumer confidence in interna-
tional markets. In Japan, consumer surveys indicate
reluctance in purchasing U.S. beef products; how-
ever, recent U.S. beef industry promotions have pro-
vided promising consumer responses when offered
U.S. beef in cooperation with Japanese meat indus-
try representatives. Key to opening the Japanese
and other Asian markets is building acceptance by
the consumer and the food service provider.

Colorado’s top agricultural export markets con-
tinue to be influenced by Colorado beef export
trends. Colorado’s largest export market is Mexico,
led by beef imports, which were almost equal to
pre-2003 levels. Mexican beef imports in 2006
continue to grow, with increases from the United
States exceeding 50% in the first seven months of
2006 compared to 2005 purchases. Canada’s beef
imports continue to rise and should reach pre-BSE
levels in 2006.

Japan’s imports from Colorado continue to lag
due to the previously closed market. The U.S. beef
industry is anticipating that aggressive marketing
and promotion is required to grow this market,

AGRICULTURAL EXPORTS FROM THE STATE OF COLORADO

FISCAL YEARS 2003-2007
(In Millions of Dollars)

Commodity 2003 2004 2005 2006° 2007°

Beef and Meat Products $431.4 $225.9 $294.4 $350.9 $426.0
Hides and Furs 135.8 138.1 121.8 114.6 1255
Course Grains/Feed/Fodder 130.7 160.7 151.7 166.9 188.3
Wheat, Flour and Products 119.9 200.6 121.9 131.9 131.9
Fruit, Vegetables 74.0 74.0 79.7 85.0 88.9
Misc. Processed Foods and Ag. Products 46.9 59.0 62.0 64.8 67.5
Dairy 13.0 16.9 23.0 23.2 23.2
Animal Fats/Qils 36.8 36.5 27.1 29.8 31.1
Total” $988.5 $911.7 $881.6 $967.1 $1,082.4
Estimated.

PForecast.

“Totals may not add due to rounding.

Source: U.S. Department of Agriculture Economic Research Service (ERS), ERS Forecast, and Colorado Business Economic

Outlook Forum.
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COLORADO’S TOP AGRICULTURAL EXPORTS
REGIONAL DESTINATIONS
(In Millions of Dollars)

Exports

Region 2003 2004 2005
EU 25 $27.5 $26.7 $23.0
Canada 143.8 128.3 153.3
China 39.7 62.2 46.4
Hong Kong 39.8 245 184
Japan 157.8 745 78.4
Korea 108.3 45.3 33.7
Mexico 236.4 232.6 263.1
Taiwan 59.1 51.9 49.7

Source: WISER, U.S. Bureau of Census.

and a return to pre-BSE import levels could be sev-
eral years in development. Korea’s drop is also beef
related. With the opening of the Korean market,
the industry will initiate market promotions to
rebuild this market as well.

Colorado’s 2006 exports will benefit from the con-
tinued market acceptance of beef in Mexico, where
U.S. exports have surged more than 50% in the first
seven months of 2006 compared to 2005. U.S. beef
producers are starting to see orders from Japan,
and while growth will probably not be significant
in 2006, the industry is aggressively working to
begin regaining the consumer and trade confi-
dence, which could lead to appreciable export
growth to Japan in 2007. Japan and Korea beef
imports represented more than $168 million in
exports from Colorado in 2003, and the industry
will work to regain these exports in 2006 and 2007.

Trends in International Education in
Colorado

During the 2004-2005 academic year, the number
of international students enrolled in U.S. higher
education institutions remained fairly steady at
565,039, down about 1% from the previous year’s
total. Colorado had 5,496 international students
during this period, a decline of 7.5%, according to
the Institute of International Education’s annual
report on international academic mobility. Inter-
national students’ expenditures in Colorado totaled
an estimated $128.7 million for 2004-2005.

The University of Colorado at Boulder was the
only school in Colorado that had more than 1,000
students from foreign countries, with 1,086 inter-
national students out of a total of 27,000. This
number ranks the Boulder Campus at 131st on the
list of U.S. schools with international students.

The leading countries of origin for international
students in Colorado were India, with 638 students
(11.6% of total); Korea, 606 students (11%);
China, 496 students (9%); Japan, 409 students
(7.5%); and Taiwan, 399 students (7.3%).

International students brought around $13.3 bil-
lion to the U.S. economy last year in money spent
on tuition, living expenses, and related costs,
according to NAFSA: Association of International
Educators. Department of Commerce data con-
tinue to rank U.S. higher education as among the
five largest service sector exports.

The slight overall decline in international students
enrolled in U.S. colleges and universities has been
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attributed to several factors, including real and per-
ceived difficulties in obtaining student visas (espe-
cially in scientific and technical fields), rising U.S.
tuition costs, vigorous recruitment activities by
other English-speaking nations, and perceptions
abroad that it is more difficult for international
students to come to the United States. In addition,
universities in students’ home countries and other
regional host countries have been increasing their
capacity to provide a high-quality education to a
greater number of students, at both the undergrad-
uate and graduate levels.

This past year “Study Colorado” was created to
bring the admissions offices across the state
together to cooperate in their international efforts.
The goal of “Study Colorado” is to promote and
increase awareness of Colorado to the international
student. <=
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Summary

he consensus of the 2007 outlook committee

members is that employment growth in
Colorado will be moderate, similar to the soft land-
ing experienced by the national economy. The
slower growth rates that began in mid-2006 are
expected to continue through the first half of the
year, followed by a stronger performance as the
presidential election draws near. As in the past,
Colorado and other western states are anticipated
to be at the forefront of employment growth in
2007. The outlook is for employment to increase
at a rate of 1.9% compared to 1.4% for the United
States. This will translate into 42,300 additional
jobs in 2007. This projected growth is above the
10-year average of 36,200 jobs per year.

From an employment perspective, the current
decade has seen much slower growth than in the
1990s when the annualized rate of employment
growth was 3.8%. By comparison, the state has ex-
perienced employment growth greater than 2% on
two occasions this decade, in both 2005 and 2006.

The state’s current economic expansion began near
the end of Q1 2004. In November 2000, Colorado
employment reached a record 2.27 million work-
ers. The ensuing downturn and recovery spanned
56 months; the monthly record for state employ-
ment was finally surpassed in June of 2006.

There has been concern throughout the recovery
about the types of jobs that would replace the pri-
mary jobs or those jobs with higher than average
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NEW JOBS CREATED IN NONAGRICULTURAL WAGE AND SALARY EMPLOYMENT SECTORS

Total Percentage of
Jobs Added Jobs Added  Total Jobs Added
Industry 2006" 2007 1996-2005 1996-2005
Natural Resources and Mining 3,600 2,300 4,500 1.4%
Construction 7,200 3,000 47,900 14.7
Manufacturing -300 -100 -30,500 -94
Durable Goods 800 0 -20,900 -6.4
Nondurable Goods -1,100 -100 -9,700 -3.0
Trade, Transportation, and Utilities 8,900 5,800 41,400 12.7
Wholesale Trade 2,300 1,600 8,100 2.5
Retail Trade 4,900 3,800 30,800 9.5
Transportation and Utilities 1,700 400 2,300 0.7
Information -1,600 300 9,400 2.9
Financial Activities 3,400 2,300 30,200 9.3
Professional and Business Services 15,000 13,900 61,900 19.0
Educational and Health Services 4,500 4,500 53,300 16.4
Leisure and Hospitality 5,800 4,600 37,200 11.4
Other Services 900 1,200 15,900 49
Government 5,000 4,500 54,300 16.7
Total® 52,400 42,300 325,500 100.0%
#Estimated.
PForecast.

°Due to rounding, the sum of the individual items may not equal the total.

Note: 2005 employment change includes the effect of 2,500 jobs being reclassified from Computer and Electronics
Manufacturing to Scientific Research and Development Services (a subsector of Professional and Business Services).

Source: Colorado Business Economic Outlook Committee.




wages or multiplier effects that were lost. This con-
cern still exists today, particularly in light of reports
that companies have begun to outsource and oft-
shore analytical and management positions in an
effort to reduce costs. In addition, there has been
significant consolidation through mergers and
acquisitions. On a positive note, an analysis of the
data suggests that some of the high-paying jobs
that were lost are being replaced by comparable
paying positions. Indeed, Boulder is ranked 7th
and Denver 13th among 361 MSAs in terms of per
capita personal income.

Five years after the downturn began, the manufac-
turing and telecommunications tailspin has yet to
hit bottom. There were 30,500 fewer manufactur-
ing workers in Colorado in 2005 as compared to
1996. The decline in the number of telecommuni-
cations workers is equally as dramatic, with more
than 16,000 telecom jobs shed since 2000.

On a more positive note, Professional and Business
Services has added almost 62,000 net jobs between
1996 and 2005. Many of these jobs are high paying
as can be seen by the fact that workers in the
Professional, Scientific, and Technical Services
Sector earned an average annual wage of about
$68,000 in 2005, while those in the Management
of Companies and Enterprises Sector earned
approximately $100,000 per year. This supersector
will add roughly 13,900 jobs during 2007.

In 2006, the three goods-producing sectors, Natural
Resources and Mining (NRM), Construction, and
Manufacturing, are expected to add 10,500 jobs.
Despite the fact that the Natural Resources and

Mining Sector is forecast to increase employment
by 10% in 2007, the three goods-producing sectors
will add only 5,200 jobs. About 2,300 jobs will be
added in NRM, while 3,000 construction workers
will be added. The Manufacturing Sector is
expected to shed 100 jobs in 2007.

Overall, the service-producing sectors will add
37,100 jobs in 2007. About 23,000 jobs, or 55%,
will be in retail and professional, financial, and
healthcare services. A total of 3,800 retail jobs will
be added in 2007.

More robust job growth since 2004 has caused
Colorado’s population to rise at a more rapid pace.
The state’s higher than average rate of job growth
will help increase the rate of net migration in 2007.
The state’s population is expected to climb 2%
compared to 1% for the nation. Colorado’s pop-
ulation will grow by 94,700 persons, to almost 4.9
million. Net migration will account for about
54,000 people.

Looking forward, committee members believe the
following events will shape future growth and
prosperity of Colorado’s economy:

NATIONALLY AND INTERNATIONALLY

* Overall, the global economy will record solid
but slower GDP growth, driven down in part by
sluggish growth in the United States. Bright spots
include China, Australia, Taiwan, South Korea,
and parts of Eastern Europe. The greatest area of
concern is weak growth, a high jobless rate, and
stagnant economies in key western European
countries.
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* As a result of the November election, the
Democrats have gained control of Congress.
Time will tell whether this will result in increased
bipartisan cooperation or create political grid-
lock driven by partisan differences. In addition,
the electorate used this opportunity to display
their dissatisfaction with President Bush’s foreign
policy, in particular the war in Iraq. The removal
of Donald Rumsfeld as Secretary of Defense is
likely the first of many changes that may or may
not improve the U.S. position in the Middle East.

Curtailing inflation will continue to be a concern
of the Federal Reserve. The most likely scenario is
that the target federal funds rate

will remain stable or decrease slightly in the
months ahead.

Real GDP growth will be lower in 2007, resulting
in solid, but slower personal consumption, busi-
ness investment, and government spending.

Highly volatile energy prices played havoc with
the trade deficit, industry profits, and consumer
debt levels during 2006. While energy costs are
expected to remain high in 2007, it is likely

that their volatility will have less impact on the
economy.

Mortgage rates will stay relatively stable, and
from a historical perspective, they will remain
low. The fact that the rates are higher than several
years ago will decrease the amount of disposable
income for individuals participating in alterna-
tive financing or adjustable rate programs.

continued on page 86
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COLORADO

* In the November elections, the political pendu-
lum shifted in favor of the Democrats. Although
the transition team includes key leaders from
both sides of the aisle, it remains to be seen
whether bipartisan efforts will truly be part of
the policy-making process.

* With TABOR restrictions on hold, the legislature
is expected to be able to continue providing
more and better services as state tax revenues are
projected to improve. The state legislature will
continue to face difficult fiscal decisions, despite
the passage of Referendum C.
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« Top issues facing the state and the legislature are
immigration legislation, water availability and
drought, education funding, maintenance of
transportation infrastructure, and sustained and
controlled economic growth.

* The top issues facing Colorado businesses are
energy, healthcare, and wage costs. There will be
more signs of upward pressure on wages the
longer the state unemployment rate remains in
the range of natural unemployment (4.5-5.0%).

* Retail sales will show moderate, but slower
growth. Despite the increase of major retail

expansion in the state, it appears that the
Colorado market is not saturated at this point.
However, the combination of increased competi-
tion, both locally and from higher e-commerce
options, and a slowing housing market will mod-
erate growth.

* And last, but not least... The Buffs will again post
a winning season in 2007. <



From Around the State: La Plata County

he Office of Economic Analysis and Business

Research in the School of Business Adminis-
tration at Fort Lewis College measures and reports
on economic activity in La Plata County. The La
Plata County economy is highly seasonal, which is
related to tourism’s impact on the local economy.
Although there is significant winter tourism asso-
ciated with winter sports, most tourism in the
county occurs during the summer. This summer
concentration of tourism causes a third quarter
seasonal upswing in economic indicators, such as
retail sales and employment, each year.

However, La Plata County is the home of Fort Lewis
College, which provides both long- and short-term,
or seasonal, stability to the local economy. Seasonal
stability occurs because most college’s students are
attending classes from September through April,
when tourist activity is relatively low. The presence
of the students and their expenditures moderates
the seasonal decline in the local economy.

Employment and Unemployment

On average, La Plata County had a lower annual
unemployment rate, 3.9%, than both the United
States (5.1%) and Colorado (5%) in 2005. La Plata
County’s unemployment rate continues to remain
below both the national and state unemployment
rates in 2006 (U.S. Department of Labor, Bureau of
Labor Statistics, www.bls.gov/cps/home.htm, and
Colorado Department of Labor and Employment,
Labor Market Information, http://www.cowork-
force.com/Imi/ali/2003]aus.htm).

The La Plata County labor force averaged 28,591
persons during 2005, an increase of 2.2% compared
to 2004. Similarly, average employment for 2005 was
2.4% above the 2003 average (http://www.cowork-
force.com/Imi/ali/2004Final xls).

Interestingly, employment patterns within La Plata
County are somewhat different from those found
in the national and state economies. Employment
in La Plata County is less concentrated in manufac-
turing than are the United States and Colorado.
Construction and mining (especially natural gas
extraction) are somewhat more significant in the
county, while transportation and public utilities;
wholesale trade; and finance, insurance, and real
estate are less significant. Services, retail trade, and
government are relatively more important pro-
viders of employment in the county than in
Colorado or the nation.

Therefore, a close examination of La Plata County
employment shows that the three major industries
providing the bulk of employment: service indus-
tries, retail trade, and government. Together, these
three sectors accounted for 78.7% of nonagricul-
tural employment in the county during 2005. If
construction is added, the percentage increases to
89.2%. The sector with the largest number of
employees is services, followed by government and
retail trade (http://www.coworkforce.com/Imi/
es202/2004PDF/2004Annual.pdf).
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Income

Per capita income in La Plata County has improved
over the last few years, both absolutely and relative
to national per capita personal income. With a
2004 (the most recent data available) per capita
personal income of $31,887, La Plata has a lower
per capita personal income than Colorado (at
$36,113), but has the highest per capita personal
income of surrounding counties. The county’s per
capita personal income increased 7.4% from 2003
to 2004 and recorded an average annual growth
rate of 10.1% from 1969 to 2004—one percentage
point higher than Colorado’s average annual
growth rate of 9.1% during the same period.

Recent and Future Trends

The most recent indicators of La Plata County
show continued growth. A comparison of the 2006
second and third quarter data, on a year-over-year
basis, illustrates that most of the sectors of the La
Plata County economy improved. For example,
inflation-adjusted banking deposits as of June 30,
2006, increased by 12.3% over the same time
period in 2005. All of the economic indicators for
tourism in the county either increased or stayed
fairly constant from year to year. During the first
three quarters of 2006, passengers flying in and out
of the county increased 10.6%, and visitors to Mesa
Verde National Park climbed 20.5% relative to the
corresponding period in 2005. Although Mesa
Verde National Park is in Montezuma County,
many tourists who visit the park stay in La Plata
County. Furthermore, inflation-adjusted retail sales

continued on page 88
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La Plata County

continued from page 87

in La Plata County increased by 9.7% in the first
half of 2006 compared with the same period in the
previous year.

Population growth in La Plata County continues at
around 3%, which is similar to the average growth
rate for the last nine years and above the rate for
the state. This growth will continue to fuel the con-
struction and real estate sectors of the economy.

It appears that the housing market in La Plata
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County is cooling off from recent years, but is still
relatively strong. The median home price in the
third quarter of 2006 was $341,500, up from a
median price of $325,000 in the third quarter of
the previous year. Adjusting for inflation, this
shows an increase of around 1.6%.

Energy (in particular, natural gas) remains a strong
contributor to the local economy despite a recent
drop in energy prices. Most recently, the federal

government’s energy price index, adjusted for infla-
tion, decreased. A comparison of the third quarter
of 2006 to the same period in 2005 shows a drop
of about 9.8%. Even with the volatility in energy
prices, rents and royalties, as well as property tax
revenues associated with natural gas production,
are significant sources of income to La Plata
County and should remain so for some time. ==



From Around the State: Mesa County

fter weathering the downturn in the first part

of the decade better than other regions in
Colorado due to increasing economic diversity,
Mesa County has been experiencing significant
economic growth. According to Global Insight,
from 1994-2004 the Grand Junction MSA had the
ninth-fastest annual rate of growth in Gross
Metropolitan Product (GMP) in the nation, 7.7%.
During that time period, the area’s GMP grew from
$2.3 billion to $4.8 billion. GMP per capita climbed
from $22,243 to $37,786.

Energy and Construction
Leading the Way

The energy and construction sectors are driving
much of the region’s growth. In percentage terms,
mining and extraction employment is the fastest-
growing sector of the county’s workforce, surging
160% from 1994 to 2005. Most of the growth has
occurred since 2002 as the natural gas industry is
basing many of its operations in Mesa County. The
higher-paying jobs in these industry sectors are
beginning to drive increases in average wages.
While the 2005 average wage in Mesa County
($31,611) remains significantly lower than the state
($41,601), the county’s rate of growth is greater,
5.5% compared to 3.2%.

Total construction permits through September
2006 indicate $375 million in activity, on pace to
match the $460 million for calendar year 2005 and
significantly more than the $300 million in 2004.
Construction activity in 2005 and 2006 is double
the total activity in 2000. As a result, construction
industry employment is expected to grow nearly
50% through 2014, adding more than 2,000 posi-
tions. Current examples support these projections.
St. Mary’s Hospital recently unveiled a $260 million
expansion, called the Century Project, which alone
is expected to demand 350 workers through 2010.

Other Growing Sectors

Other services, retail, healthcare, and govern-
ment—the bulk of Mesa County’s economy—are
expected to grow in lock step with the energy and
construction industries. While the rates of growth
in these sectors will not be as significant due to
their larger bases, they will continue to grow as the
county’s and region’s population grows. Mesa
County is a regional medical, service, and retail
hub serving approximately 500,000 people in west-
ern Colorado and eastern Utah.

Future Trends and the Unknowns

Continued growth in the energy sector will depend
on oil and natural gas prices. Industry representa-
tives continue to indicate that natural gas drilling
activity in western Colorado will remain strong for
several years, with the maintenance phase continu-
ing for decades. The Colorado Department of
Labor and Employment is conducting an in-depth
analysis of the energy industry in western Colorado
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to determine potential long-term impacts. For
now, the industry’s growth is pumping significant
new wealth into the region. Housing demand con-
tinues to rise, and prices are following. In 2005
2006, Mesa County saw the largest increase in
housing prices (12-14%) compared to the
statewide average of approximately 6%. The pres-
sure in the housing market is making housing less
affordable for the service and retail sector work-
force. In 2001, the median home price in Mesa
County was $122,000. Five years later it was
$174,900, a 43% increase.

The largest unknown for Mesa County and western
Colorado is the future of oil shale as a source of
domestic oil. The companies engaging in research
and development of new technologies to extract oil
from shale continue to indicate that it will be sev-
eral years before commercial-scale production
decisions are made. If the economics of the oil
industry favor oil shale development, and the tech-
nology proves itself technically and economically
viable, the potential workforce and economic
impacts in the regional could be substantial. %=
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From Around the State: Northern Colorado

he northern Colorado economy (Larimer and

Weld counties) continues its steady recovery
from the 2001 recession. Data from the Colorado
Department of Labor and Employment show the
region added 5,643 jobs between the first quarters
of 2005 and 2006, a gain of 2.9%. This growth built
on the 2.6% increase for the same period in the
previous year. Job growth in the region outpaced
both the Colorado and U.S. economies between
2004 and 2006.

In September 2006 the unemployment rate
reached 3.7%, its average in the late 1990s. There
is some concern, however, that underemployment
(i.e., workers not employed to their full capacity) in
the region is increasing as laid-off high-tech work-
ers turn to alternative employment opportunities
in other local industries rather than migrate out
of the region. Although this phenomenon helps
maintain the latent quality of the local labor force,
it can lead to real wage stagnation and reduced
consumer spending.

Growth in services continues to drive the regional
economy. For 2005-06, the top five growth sectors
in the region were accommodations and food serv-
ices (883 new jobs), finance and insurance (640
new jobs), healthcare and social assistance (625
new jobs), retail trade (624 new jobs), and con-
struction (618 new jobs). This continues long-term
trends as these sectors have accounted for about
85% of the net new jobs in the region since 2001.
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But not all sectors are expanding. Manufacturing—
which lost 7,667 jobs (-26%) between 2001 and
2005—continues to shed jobs, losing 201 positions
(-1%) between the first quarters of 2005 and 2006.
This decline, however, was notably smaller than in
previous years, indicating that the sector may have
bottomed out or be poised to rebound. One
important ramification of recent trends is the pro-
jection that the healthcare and social assistance sec-
tor will employ more workers than manufacturing
in 2007.

Disaggregating the data, some notable differences
emerge between Larimer and Weld counties. Since
2001, Larimer County employment grew by a total
of 4,157 workers, a 3.5% increase. More recently,
Larimer County added 2,457 jobs between the first
quarters of 2005 and 2006, a 2% increase. By com-
parison, Colorado’s employment has climbed only
0.3% since 2001, and U.S. employment has grown
by 1.6%.

Larimer County’s leading growth sectors in terms of
jobs added between 2005 and 2006 were specialty
trade contractors (334 jobs), clothing and clothing
accessories stores (323 jobs), food services and
drinking places (264 jobs), performing arts and
spectator sports (252 jobs), and hospitals (250 jobs).

Although very few sectors in Larimer County lost
jobs between 2005 and 2006, the county did expe-
rience a significant decline in computer and elec-
tronic product manufacturing, losing 826 jobs
(-15.9%). Overall, the industry employed 4,366
workers in the first quarter of 2006, 43% less than
the industry’s 2001 level. The losses in this sector

are especially significant, given that in Larimer
County annual average earnings per worker in this
industry were more than $76,000 in 2005.

Employment in Weld County actually grew at a
faster rate than in Larimer County, although fewer
jobs were added. Since 2001, Weld County’s work-
force has grown by 9,050 positions, resulting in a
13% gain. Between the first quarters of 2005 and
2006, it rose by 3,185 jobs, a 4.2% increase. Key
industries driving employment growth in the
county include food services and drinking places
(552 jobs), support activities for mining (452 jobs),
administrative and support services (398 jobs),
insurance carriers and related activities (357 jobs),
and local government (275 jobs).

After five years of stagnant wages, a comparison of
the first quarters of 2005 and 2006 shows that real
earnings per worker grew substantially. Overall,
average earnings per worker totaled $36,217, an
8.4% increase in nominal earnings over 2005.
Larimer County’s average earnings per worker in
the first quarter of 2006 were $37,199 (a 7.8%
increase), while Weld County’s per worker earnings
were $34,660 a 10.1% increase.

Despite relatively similar earnings per worker,

per capita incomes in the two counties are notably
different. Data from the U.S. Department of
Commerce reveal that 2005 per capita income
averaged $34,219 in Larimer County, compared

to $24,687 in Weld County. By comparison, the
Colorado average was $37,946, and the U.S. average
was $34,586. Regional poverty rates remain rela-
tively low. In 2003 (the most recent year for which



data are available), Larimer County’s poverty
rate was 9.3%. This percentage was 10.3% for
Weld County, 10% for Colorado, and 12.5% for
the nation.

Regional population growth continues at a robust
rate. Estimates from the Colorado Department of
Local Affairs indicate the area’s population exceeded
one-half million people (500,870) for the first time
in 2005. This marks a 15.8% gain since 2000, and

a 2.4% increase from 2004. In contrast, Colorado
has grown 7.8% since 2000, and the United

States, 5.0%.

Reflecting population trends, residential con-
struction grew substantially in northern Colorado
between 2000 and 2005. Building permit data from
the U.S. Department of Census indicates that
Larimer County issued 2,271 single-unit new
residential building permits in 2005, down from
the annual average of 2,528 from 2000-2004.
Comparatively, Weld County new residential per-
mits totaled 4,100 in 2005, up from the 2000-2004
average of 3,826. In 2006, however, new residential

construction in the region has slowed substantially,
mirroring national trends. As of September, new
single-family residential permits totaled 1,177 in
Larimer County and 2,251 in Weld County.

Regional Outlook

What does 2007 have in store for northern Colorado?
While several of the region’s economic drivers,
notably healthcare and social assistance, and pro-
fessional and technical services, are expected to
continue to grow, concerns remain about some of
the economy’s fundamentals. For example, recent
increases in interest rates have helped reduce hous-
ing demand, putting a damper on residential con-
struction. A significant uptick is not expected in
the short run.

Rising interest rates have also impacted house-
holds holding adjustable rate mortgages through
increased monthly payments. The reduction in
disposable income could slow growth of retail,
automotive, and other consumer services. Given
the recent development of new commercial
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properties, especially the new Promenade Shops
at Centerra, it will be interesting to see whether
regional consumer demand will keep up with
supply.

Manufacturing trends will also have important
local effects. In particular, regional fortunes are still
heavily tied to computer and electronic product
manufacturing. While national forecasts predict
the sector will expand in 2007, northern Colorado
remains at risk, due to the relative importance of a
few large employers.

Although increased energy prices played havoc
with the national economy in 2006, the energy
market offers a number of positives for the region.
Weld County has enjoyed significant growth in this
area due to increase in demand for oil and natural
gas. But the regional economy also is poised to take
advantage of alternative energy delivery through
such efforts as the Northern Colorado Clean
Energy Cluster, which focuses on smart grid tech-
nologies, renewable energy and energy efficiency,
and cleaner and more efficient engines. %
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From Around the State: Pueblo County

mid concerns of an impending economic

slowdown nationally, a contracting housing
market, and rising levels of inflation, construction
projects and stable job growth seem to ensure that
Pueblo will weather the tumult in fairly good shape.
Within the last few years, Pueblo’s economic growth
has been fueled by a combination of growth in
residential construction, expanded employment,
and completion of several large construction
projects, all of which appear likely to continue
through 2007.

Housing growth in Pueblo County for the 2006
January-September period has shown about a 16%
increase in valuation and an approximately 11%
rise in valuation compared to the same period in
2005. Data for the third quarter show a relatively
flat performance, however, with single-family resi-
dential gain posting only a 4.1% increase in permits.
Within the last few years, multifamily construction
has grown negligibly, due primarily to high apart-
ment vacancy rates locally. Some absorption of
vacancies may make multifamily construction
more economically feasible.

Moderate increases in interest rates should not
have too great an impact on residential construc-
tion in Pueblo due to several developments. Over
the next two years, Fort Carson is slated to see an
increase of 8,000 military personnel. A substantial
number of these redeployed troops and their fami-
lies could relocate in Pueblo County. The location
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of military personnel in Pueblo is already begin-
ning to have an effect. A sales associate for Premier
Homes estimates that 60% of the buyers of homes
in the Westridge subdivision, located north of U.S.
Highway 50 and west of I-25, are Fort Carson per-
sonnel. Units in the $130,000-$200,000 price range
are particularly attractive. McCulloch Ranch, a
large subdivision planned for northern Pueblo
County, is ideally situated to experience some of
the spin-off from Fort Carson’s expanded mission.
The developers have entered into preliminary dis-
cussions with the City of Pueblo, which could lead
to eventual annexation or some other arrangement
providing them with city utilities.

Several large commercial projects in Pueblo should
ensure continued employment for Pueblo’s 3,600
construction workers. Construction of the $20
million Cingular Call Center, located in downtown
Pueblo continues, with anticipated opening slated
for December. The initial 136 hires will begin work
while additional construction work is finished.

The facility will eventually have spaces for 550
workers, plus an additional 75-100 support staff.
Meanwhile, work on the $7 million Professional
Bull Riders headquarters, also located downtown,
progresses. Completion is scheduled for May 2007.
Within the last several years, downtown investment
has become an increasingly viable prospect with
commercial investors. The “First and Main Project”
currently under construction will be the future
home of Community Banks and will provide office
space for lease.
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Construction of the $1.3 billion Xcel power plant is
underway, and the first stage of construction of the
chemical weapons demilitarization facility, located
20 miles east of Pueblo, has commenced. Recent
concerns about cost overruns that require a review
of funding should not adversely affect work. In
July, GCC America obtained a building permit to
begin construction of its $225 million cement
plant south of Pueblo.

Job growth in Pueblo for the first nine months

of 2006 has been slower than growth statewide.
The average number employed in Pueblo during
January-September, using nonagricultural wage
and salary employment data, was 1.5% above the
same period in 2005. Statewide job growth was
2.2%. Recently released data from the Census
Bureau suggest that more Pueblo workers are com-
muting to jobs located outside the county. In 2000,
9.7% of workers who resided in Pueblo County
worked elsewhere. By 2005, the percentage had
increased to 13.3%. In numeric terms, this trans-
lates to 8,415 workers in 2005 compared with 5,691
workers in 2001. The availability of higher paying
jobs outside Pueblo, coupled with very inexpensive
housing costs within the Pueblo community,
provides an incentive to commute outside of

the area. %
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From Around the State: Southern Golorado

The Slowing Economy

he southern Colorado economy showed signif-

icant slowing during 2006. The decline was led
by weakness in residential construction, new car
sales, enplanements, and consumer sentiment, and
increases in foreclosures. On the positive side, wages
and retail sales were higher, gains were made in
employment, and unemployment fell. However,
these positives were not enough to offset the weak-
nesses and, thus, the economy slowed.

A mix of four national and local factors contrib-
uted to the slowdown in the El Paso County region.
Increases in inflation and energy costs, higher inter-
est rates resulting from a tightening of monetary
policy, along with the decline in housing permits
and starts, worked together to temper growth.

Core inflation increases were spearheaded by sharp
increases in the cost of basic materials, especially
construction materials. From June 2004, the start
of the Fed’s 17 interest rate hikes, to June 2006, core
components of the CPI increased by 15.8%, while
metals surged 53.1%. Energy costs climbed 34.4%.
Tighter monetary policy by the Federal Reserve
increased the target fed funds rate from 1% in May
2004 to 5.3% by June 2006.

Homebuyers followed the mortgage lender’s credo
“drive until you qualify.” New residential construc-
tion patterns emerged outside the City of Colorado
Springs. By 2005, close to 55% of all new residen-
tial building permits were being taken out in areas
other than the city. Traditionally, the City of
Colorado Springs has captured more than 70%

of all new single-family residential permits.

The Cost of Funds Index (COFI) is normally used
as the base for adjustable rate mortgages. In June
2004, COFI was 2.3%. By September 2006, it had
doubled, to 4.6%. Homeowners who have held a
variable rate mortgage since 2004 saw a significant
increase in their monthly mortgage bill. For a
typical variable mortgagee in El Paso County, the
annual mortgage payment increased by $5,000—
$7,000 a year. Household budgets were further
stressed when minimum credit card payments
were doubled in 2005 and the price of a gallon

of gasoline went from $1.50 to $3.00 a gallon.

Evidence gathered in fall 2006 suggests that these
factors contributed to a rapid increase in the num-
ber of foreclosures in El Paso County. Currently,
the rate is approximately 15.5 foreclosures per
1,000 single-family dwelling units. The Colorado
Springs market had the 15th highest mortgage
foreclosure rate in the country in 2006.

Increases in interest rates, gasoline prices, declines
in consumer sentiment, and a large hike in the
number of homes for sale, many of which are fore-
closure units, hurt new residential construction.
Approximately 30% fewer detached, single-family
residential permits are expected in 2006 compared
to the previous year.

There is good news on employment.
A total of 4,087 new jobs were added
in 2005.
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Slowing economic activity resulted in a 14%
decline in the Southern Colorado Economic
Forum’s Business Condition Index for El Paso
County through July 2006 compared to December
2005.

Employment and Unemployment

There is good news on employment in El Paso
County. A total of 4,087 new jobs were added in
2005, for a 1.7% increase. This was the second
consecutive year for strong job growth. The largest
employment gains were professional and technical
services (1,478 jobs), construction (933 jobs),
finance and insurance (673 jobs), healthcare (605
jobs), administrative and waste services (550 jobs),
transportation and wholesale (409 jobs), accom-
modations (384 jobs), and local government

(370 jobs).

The unemployment rate continues its downward
trend, albeit at a slower rate. The average unem-
ployment rate in El Paso County fell to 5.4% in
2005, compared to 5.6% the previous year. The rate
is expected to be 5.1% in 2006 and 4.9% the fol-
lowing year.

Three employment patterns emerged in El Paso
County when compared to Colorado. First, labor
force and employment growth are slightly lower for
El Paso County. As of fall 2006, labor force growth
was 1.4% for the county, compared to 1.5% for the
state. Employment growth, as measured by the
Local Area Unemployment Statistics data from the
Bureau of Labor Statistics (BLS), is 1.8% for El
Paso County and 2% for Colorado.

continued on page 94
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continued from page 93

Second, the number of firms in El Paso County
also grew at a noticeably faster rate than in Colo-
rado in 2005. Most of the new firm growth was in
the professional and technical areas. Growth in
these sectors was healthy, since professional and
technical services tend to be more stable compared
to manufacturing and information processing.
Moreover, the average wages in this sector were
80% higher than the average annual wage in El
Paso County.

Third, unemployment in El Paso County is slightly
higher in 2006, registering 5.4%, compared to 5%
for the state.

Wages and Income

Nineteen of the 20 North American Industry
Classification System’s two-digit classifications in
El Paso County had wage increases in 2005. Manu-
facturing was the only sector that declined, a mod-
est -0.5%. Significant wage gains were realized in
management of companies, 13.9%; performing
arts, 11.7%; mining, 9.9%; and information, 8.7%.

The average wage in El Paso County grew in 2005
and stood at $37,492, an increase of $936, or 2.6%,
over 2004. This follows growth of 3.3% in 2004
and a 2.1% in 2003.

Despite the gains in wages, El Paso County remains
well below the state average wage. The figures for
2005 indicate that the average wage in the county is
9.9% below the average wage in Colorado. This is
consistent with previous average wage data for El
Paso County relative to the state.
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Retail and Wholesale Trade

Retail trade sales in El Paso County rose 6.6% in
2005 compared to much stronger 10.1% growth
the previous year. After adjusting for inflation and
population growth in El Paso County, real retail
trade sales increased 2% in 2005, down from a
9.1% increase in 2004. Given population growth
patterns and new retail centers, stronger growth
was observed in areas outside of Colorado Springs’
city limits.

El Paso County’s wholesale trade declined 8.1% in
2005, compared to a 21.9% gain in 2004. It appears
that the loss of manufacturing firms in El Paso
County affected wholesale trade activity in 2005.

Residential and Commercial
Construction

New single-family, detached residential construc-
tion continued its record-setting trend with 5,314

new building permits in 2005, a 5% rise from 2004.

Townhome construction also set a record, with 931
new permits, an increase of 217 units over the pre-
vious record of 714 set in 2004. Detached single-
family permits are projected to total 3,700 units in
2006. A modest decline is expected in 2007.

Commercial permits are expected to total
$337 million in 2006, up from $309 million
the year hefore.

Multifamily permit activity declined to 527 units in
2005, 27% lower than the previous year. The decline
reflects investor reluctance to get into a market that
averaged approximately 11.2% vacancy during
2005. Average rents were soft, at $603 per month.

Commercial construction from January 2005
through July 2006 was boosted by the construction
of Memorial and St. Francis hospitals. Together, the
hospitals represented 37% of the value of all com-
mercial permits. Commercial permits are expected
to total $337 million in 2006, up from $309 million
the year before. Continued slowing of the economy
and rising construction costs are anticipated to
reduce commercial construction, to $250 million,
in 2007.

BRACO05 and the Military Community

When BRACO5 realignments are completed, Fort
Carson is expected to have 25,000 troops, an
increase of 10,000. All indications are that BRACO05
will not have its expected impact on the El Paso
County region until 2008. Ongoing deployments of
7,000-8,000 troops and the delayed arrival of new
troops at Fort Carson muted economic benefits
that were expected in 2006 and 2007.

The likely economic benefits of the eventual troop
arrivals are projected to include approximately $1.1
billion in increased income and 8,000 local resident
service jobs. The largest employment gains are
expected among food services and restaurants,
education, and medical care.



All indications show that El Paso County hit the
BRACO5 lottery. However, it will have to wait a
little longer to see the benefits of the arrival of the
extra troops at Fort Carson.

Where Is the Southern Colorado
Economy Headed in 2007?

According to the latest Quarterly Census of
Employment and Wages (QCEW) data from BLS,
El Paso County’s economic base is moving toward
a more varied group of small employers than in the
past. The QCEW data indicate 1,907 more firms in
El Paso County in 2005 than in 2001, 75% of

which were firms with fewer than 12 employees.
Employment among these firms has grown by
6,743 positions since 2001. By comparison,
employment among large firms has declined by
10,308 jobs. The greatest growth among small
firms took place among professional and technical
services, with 466 new firms and 1,503 new posi-
tions. The average annual wage among professional
services workers is $65,416.

Regional and economic base studies suggest that
the move toward a variety of small firms adds
diversification to the economic base. This should
provide reduced sensitivity to economic down-
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turns. The likelihood that the El Paso County econ-
omy will do better in the next slowdown is bol-
stered with an expected arrival of 10,000 more
troops and their families at Fort Carson in 2008.

At the current time, continued sluggish growth is
expected through 2007. Should a national down-
turn take place, its effects on the El Paso County
economy are not expected to be as serious as were
seen in 2001-2003. The ability to weather the
storm is attributed to a more diverse local econ-
omy, and the expected large infusion of military
personnel and their families by 2008. <=
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Appendix: North American Industry Classification System Descriptions and Concentrations

Beginning with the 2004 forecast, the
economic sectors analyzed in this
book reflect the new North American
Industry Classification System, adopted
in January 2001. The system is more rele-
vant to the modern economy, and will
allow the United States to directly com-
pare its economic data with that of other
NAFTA members, Canada and Mexico. A
brief summary of the composition of each
supersector appears below, followed by a
discussion of each area’s concentration in
the economy.

Supersectors

NATURAL RESOURCES AND MINING

Crop production; animal production;
forestry and logging; fishing, hunting, and
trapping; support activities for agriculture
and forestry; oil and gas extraction, min-
ing (except oil and gas); and support activ-
ities for mining.

CONSTRUCTION

Construction of buildings, heavy and civil
engineering construction, and specialty
trade contractors.

MANUFACTURING

Food manufacturing; beverage and
tobacco product manufacturing; textile
mills; textile product mills; apparel manu-
facturing; leather and allied product man-
ufacturing; wood product manufacturing;
paper manufacturing; printing and related
support activities; petroleum and coal

products manufacturing; chemical manu-
facturing; plastics and rubber products
manufacturing; nonmetallic mineral
product manufacturing; primary metal
manufacturing; fabricated metal product
manufacturing; machinery manufacturing;
computer and electronic product manu-
facturing; electrical equipment, appliance,
and component manufacturing; trans-
portation equipment manufacturing; fur-
niture and related product manufacturing;
and miscellaneous manufacturing.

TRADE, TRANSPORTATION, AND UTILITIES

Merchant wholesalers, durable goods;
merchant wholesalers, nondurable goods;

wholesale electronic markets and agents
and brokers; motor vehicle parts and deal-
ers; furniture and home furnishing stores;
electronics and appliance stores; building
material and garden equipment and sup-
plies dealers; food and beverage stores;
health and personal care stores; gasoline
stations; clothing and clothing accessories
stores; sporting goods, hobby, book, and
music stores; general merchandise stores;
miscellaneous store retailers; nonstore
retailers; air transportation; rail transpor-
tation; water transportation; truck trans-
portation; transit and ground passenger
transportation; pipeline transportation;
scenic and sightseeing transportation; sup-
port activities for transportation; postal

service; couriers and messengers; and
warehousing and storage.

INFORMATION

Publishing industries (except Internet);
motion picture and sound recording
industries; broadcasting (except Internet);
Internet publishing and broadcasting; tele-
communications; Internet service providers,
web search portals, and data processing
services; and other information services.

FINANCIAL ACTIVITIES

Monetary authorities—central bank; credit
intermediation and related activities; secu-
rities, commodity contracts, and other

2005 SECTOR CONCENTRATIONS OF COLORADO FIRMS, EMPLOYMENT, AND WAGES

Percentage of Total Location Quotient
Sector Firms Employment Wages Firms Employment Wages
Agriculture, Forestry, Fishing, Hunting 0.8% 0.7% 0.5% 0.71 0.77 0.79
Mining 0.7 0.8 1.6 2.06 1.82 2.04
Construction 12.9 7.3 8.7 1.26 1.32 1.27
Manufacturing 3.6 6.9 10.5 0.82 0.64 0.68
Wholesale Trade 7.5 4.3 7.1 1.07 0.98 1.19
Retail Trade 11.4 11.2 8.1 0.94 0.97 1.15
Transportation and Warehousing 2.2 2.8 3.1 0.88 0.89 1.02
Utilities 0.2 0.4 0.7 1.17 0.87 0.81
Information 2.1 3.5 6.9 1.23 1.52 1.62
Finance and Insurance 6.6 4.9 8.6 1.19 1.08 0.89
Real Estate and Rental and Leasing 5.9 2.1 2.4 1.40 1.32 1.27
Professional and Technical Services 15.1 7.1 13.7 1.39 1.33 1.34
Management of Companies and Enterprises 0.8 1.1 3.2 1.44 0.86 0.98
Administrative and Waste Services 5.7 6.2 53 1.10 1.00 1.04
Educational Services 1.2 1.1 1.0 1.27 0.69 0.59
Health Care and Social Assistance 7.2 9.0 10.0 0.87 0.83 0.83
Arts, Entertainment, and Recreation 1.5 2.0 1.5 1.06 1.39 1.29
Accommodation and Food Services 7.1 9.8 4.2 1.03 1.18 1.14
Other Services 7.4 3.0 2.4 0.56 0.90 0.98

#Total private industries were used as the base for LQ calculations.
Source: Colorado Department of Labor and Employment, Bureau of Labor Statistics.



financial investments and related activities;
insurance carriers and related activities;
funds, trusts, and other financial vehicles;
real estate; rental and leasing services;
lessors of nonfinancial intangible assets
(except copyrighted works).

PROFESSIONAL AND BUSINESS SERVICES

Professional, scientific, and technical
services; private households; professional,
scientific, and technical services; manage-
ment of companies and enterprises;
administrative and support services; waste
management and remediation services;
repair and maintenance; personal and
laundry services; religious, grantmaking,
civic, professional, and similar organiza-
tions; and private households.

EpucaTiONAL AND HEALTH SERVICES

Educational services; ambulatory health
care services; hospitals; nursing and resi-
dential care facilities; and social assistance.

LEISURE AND HOSPITALITY

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.

OTHER SERVICES

The Other Services Supersector consists

of three main sectors: Repair and Mainte-
nance; Personal and Laundry Services; and
Religious, Grantmaking, Civic, Professional,
and Similar Organizations. The supersec-
tor includes an eclectic mix of companies
in a variety of different industries.

GGOVERNMENT

Executive, legislative, and other general
government support; justice, public order,
and safety activities; administration of
human resource programs; administration
of environmental quality programs; ad-
ministration of housing programs, urban
planning, and community development;
administration of economic programs;
space research and technology; and
national security and international affairs.

Sector Concentrations/
Location Quotients

A useful tool for examining an industry’s
relative concentration in an economy is
the location quotient (LQ). The LQ is a
ratio comparing and industry’s share of a
total (can be number of firms, employ-
ment, wages, etc.) at a local level to that
industry’s share of the total at a national
level. Therefore, an employment LQ
greater than 1 means the industry has a
higher than average share of employment
in a given area, or is relatively more con-
centrated in that area. For example, if
manufacturing makes up 20% of employ-
ment in a state and 10% of total U.S.
employment, that state would have an LQ
of 2.0 for manufacturing (20/10 = 2). In
other words, manufacturing is twice as
heavily concentrated in that state relative
to the United States. Two of the tables in
this section explore this concept.

The other table in this section examines
average wages by sector for both Colorado
and the United States. =&

AVERAGE ANNUAL WAGES BY SECTOR
COLORADO AND UNITED STATES

2005
Industry Colorado United States
Agriculture, Forestry, Fishing, Hunting $24,440 $23,118
Mining 83,210 72,226
Construction 41,488 42,100
Manufacturing 53,692 49,286
Wholesale Trade 57,969 55,266
Retail Trade 25,395 24,930
Transportation and Warehousing 38,841 39,511
Utilities 71,787 75,211
Information 68,642 62,832
Finance and Insurance 62,091 73,368
Real Estate and Rental and Leasing 38,896 39,386
Professional and Technical Services 67,569 65,274
Management of Companies and Enterprises 99,729 85,262
Administrative and Waste Services 29,792 28,111
Educational Services 31,579 36,447
Health Care and Social Assistance 38,870 37,829
Arts, Entertainment, and Recreation 26,947 28,113
Accommodation and Food Services 15,039 15,165
Other Services 28,762 25,884
Government 41,645 41,580
Total All Industries $41,601 $40,671

Source: Colorado Department of Labor and Employment, Bureau of Labor Statistics.

CONCENTRATION OF SELECT SUBSECTORS IN COLORADO

2005
Location Quotient
Industry Firms Employment ~ Wages
Food Manufacturing 0.89 0.70 0.67
Beverage and Tobacco Product Mfg 0.92 1.79 2.26
Chemical Manufacturing 0.67 0.46 0.37
Computer and Electronic Product Mfg 1.24 1.38 1.42
Transportation Equipment Mfg 0.61 0.36 0.46
Software Publishers 281 3.25 2.90
Telecommunications 0.98 181 2.10
Scientific Research and Development Services 1.37 141 1.51

*Total private industries were used as the base for LQ calculations.

Source: Colorado Department of Labor and Employment, Bureau of Labor Statistics.
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Professor of Finance and Faculty
Director of the Southern
Colorado Economic Forum

College of Business and
Administration

University of Colorado at Colorado
Springs

P.O. Box 7150

Colorado Springs, CO 80933-7150

719-262-3241

tzwirlei@uccs.edu



or nearly 90 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 Economic 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
Colorado Association of Manufacturing and
Technology (CAMT) and the Rocky Mountain
Trade Adjustment Assistance Center (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
competencies have been developed as a result of
research conducted in the construction, trade,
services, and finance sectors.

Research for the State of Colorado—Each
December the BRD presents its annual forecast of
the Colorado state economy. Subsequent presenta-
tions are made during the year throughout the state.
Selected summaries or research reports are available
on the BRD’s web site. In addition, the BRD com-
piles the Colorado Business Leaders Confidence
Index (BLCI) on a quarterly basis. More informa-
tion about the BLCI is available at www.blci.com.

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.
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Student Research—The BRD provides opportuni-
ties for students to gain practical business experi-
ence by involving them in business and
economic-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 follow-
ing areas:

continued on page 104
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Business Research Division

continued from page 103

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

* 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

+ Estimated impact of technology on Colorado

Health Care

* Performed analyses of drug usage patterns for
state Medicaid program

+ Conducted customer satisfaction surveys of
public and private health plans

* Conducted a comparative analysis of health
plans

* Prepared a study of the appropriate information
to provide clients using health plans
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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
reduction because of defense layofts

+ Calculated fiscal impact of agricultural compo-
nent on county economy

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

+ 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 feasibil-
ity of moving to Colorado

* Prepared association membership satisfaction
and needs assessment

General Economic Information
+ Prepared local leading economic indicator series

* 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 eco-
nomic forecast are typically made to more than 50
local, regional, and national organizations.

Staff

Richard Wobbekind, Director

Cindy DiPersio, Project Coordinator
Gary Horvath, Managing Director
Miles Light, Research Economist
Terry Rosson, Program Assistant

For More Information

Business Research Division
University of Colorado at Boulder
420 UCB

Boulder, CO 80309-0420
Telephone: 303-492-8227

Fax: 303-492-3620

E-mail: brdinfo@Colorado.edu
http://leeds.colorado.edu/brd/



Leeds School of Business: Services to Business and Industry

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 sup-
port the creation and dissemination of new knowledge
about financial markets, with an emphasis on U.S. finan-
cial markets. The center

+ Facilitates the exchange of ideas and knowledge among
students, professional investment managers, finance
scholars, policy makers, and the investing public;

+ Identifies critical research issues in the theory and prac-
tice 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 aca-
demics.

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 management
unit for the tourism research and service functions of the
Leeds School of Business. It also serves as a “virtual think
tank,” where students, faculty, tourism industry represen-
tatives, community leaders, and government officials,
committed to the intelligent and orderly growth of
tourism, can come together to share their thoughts, con-
cerns, ideas, research, and solutions.

The focus of sustainable tourism fits the state, national,
and international tourism industry experience, where the
limelight is regularly focused on balancing an expanding
economy with social, cultural, 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 participating 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
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/tourism

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 undergraduate levels that prepares stu-
dents to be leaders in the real estate industry.

The CU Real Estate Center was created in 1996 through
the efforts of the CU Real Estate Council. The council con-
sists of more than 300 real estate professionals contribut-
ing time, expertise, and financial support to educate the
next generation of industry leaders. The partnership
between the University of Colorado and the University of
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Colorado Real Estate Council creates a dynamic relation-
ship that offers beneficial opportunities to further research
and student involvement in real estate issues such as land
use, growth management, sustainability, capital markets,
and other related topics.

Through the CU Real Estate Council, the center provides a
rewarding mentorship program designed to benefit both
the students and council members. In addition, the center
develops meaningful internship opportunities for students
through the council network, requiring on-the-job experi-
ences as part of the learning process for all students, with
job placement opportunities as the ultimate goal of the
program.

Additionally, in August of 2002, the University of
Colorado Real Estate Foundation (CUREF) was created by
the University and CU Real Estate Council members to be
an independent supporting organization to the University
of Colorado. CUREF’s mission is to maximize financial
returns to the university by creating, managing, and grow-
ing a high income-producing real estate portfolio and to
assist the university in implementing campus master
plans. CUREEF utilizes the resources of the CU Real Estate
Center and provides support to the center through spon-
sorship of the CU Real Estate Council.

Byron R. Koste, Executive 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 106
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Services to Business and Industry
continued from page 105

The Robert H. and Beverly A. Deming
Center for Entrepreneurship

Recent national recognitions affirm the quality of the
Deming Center for Entrepreneurship’s Program and its
continued success creating innovative new areas of entre-
preneurial opportunity. The center’s work in sustainable
venturing and other new initiatives will keep it at the fore-
front of entrepreneurship education.

Collaborations with the campus, community, and national
government labs have established a model for the intersec-
tion of entrepreneurial creativity, technology, and innova-
tion. Our students benefit from unparalleled access to
world renowned faculty and researchers, and the Boulder
region’s entrepreneurial, venture capital, and business
community.

Cross-campus collaborations include the Entrepreneur-
ship Center for Music, which bridges traditional perform-
ance-based music education and career-related
instruction, and the Entrepreneurial Law Center, which
conducts educational, research, and service activities on
legal matters relevant to entrepreneurs, venture capitalists,
and the lawyers who serve them.

The Boulder Innovation Center, Boulder TechStars, CTEK
Venture Centers, the National Renewable Energy Labora-
tory, the National Center for Atmospheric Research, and
the National Oceanic and Atmospheric Administration are
among the center’s entrepreneurial incubator, innovation
center, and government lab partners.

SuSTAINABLE VENTURING INITIATIVE

The Sustainable Venturing Initiative began in 2005 to offer
tomorrow’s entrepreneurial leaders an entrée into the fast-
changing world of sustainable business opportunities,

with a focus on the growing fields of clean technology and
renewable energy. Students build on a rigorous foundation

106

of skills and a network of creative entrepreneurs to help
them put their ideas into practice.

CENTER EVENTS AND PROGRAMS

The center’s internal business plan competitions and exist-
ing programs continue to grow and thrive. Included
among those are the undergraduate Certificate of
Excellence in Entrepreneurial Studies, the Collegiate
Entrepreneurs Organization, and the annual Evening with
Entrepreneurs event. At the MBA level, the Graduate
Entrepreneurs Association supports a number of activities
to encourage and promote student activity in entrepre-
neurship: Learn from the Best Speaker Series, and the
annual Entrepreneurship Retreat. MBAs also continue the
legacy of Entrepreneurial Solutions, the Deming Center
Venture Fund, and Net Impact Case Competition. And
finally, three new students have begun the Ph.D. program
in Strategic, Organizational, and Entrepreneurial Studies.

Robert H. and Beverly A. Deming Center for
Entrepreneurship

Leeds School of Business

University of Colorado at Boulder

419 UCB

Boulder, CO 80309-0419

Telephone: 303-735-5415

deming@Colorado.edu

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

Evening MBA Program

The Leeds School of Business Evening MBA program
offers working professionals the opportunity to advance
their careers and accelerate their professional growth by
earning an MBA degree while maintaining full-time
employment. The opportunity to immediately apply
concepts learned in the MBA classroom to the work

environment is a powerful tool to advance individual
careers and maximize the value of the educational experi-
ence. Taught by the same nationally renowned faculty who
teach in the Leeds School’s full-time MBA program, the
Evening MBA Program gives students and their companies
access to the latest cutting-edge business knowledge and
practices. Students in the evening program attend classes
two nights per week for eight consecutive semesters. The
program’s dedication to superior administrative support
provides evening students the ability to focus on the edu-
cational experience.

Anne Sandoe

Director of MB A Programs

MBA Programs Office

Leeds School of Business
University of Colorado at Boulder
419 UCB, Business 204

Boulder, CO 80309-0419
Telephone: 303-492-8397

E-mail: leedsmba@Colorado.edu
http://www.colorado.edu/business

Executive Development Programs

Executive Development Programs (EDP) at the Leeds
School of Business is an executive education provider with
a national presence. EDP specializes in business programs
focused on the adult learner. From intense seven-month
management courses to three-day basic business topics,
our programs deliver high-impact education.

The faculty and the EDP staft can work with you to
develop a custom program that will provide specific tools
to help your organization achieve its unique goals. Led by
our internationally recognized faculty, your organization
will be better able to assess corporate strategies and to ana-
lyze the gaps in performance. Our customized solutions



provide education with an emphasis on change manage-
ment, finance and accounting, and a number of other
business topics.

Come explore the many opportunities that EDP offers.

Jill Terry, Executive Director
Christine Kremzar, Program Manager
Executive Development Programs
University of Colorado at Boulder
419 UCB

Boulder, CO 80309-0419

Telephone: 303-735-1246

E-mail: execdev@colorado.edu
http://leeds.colorado.edu/execed

Colorado Association of Manufacturing
and Technology (CAMT)

The Colorado Association for Manufacturing and
Technology (CAMT) provides a collaborative forum
designed to unite programs supporting manufacturing
across the state. CAMT hosts myriad programs to achieve
its goal of supporting Colorado manufacturers:

* Boosting the competitiveness of Colorado manufactur-
ers through technical assistance offered under the
Colorado Manufacturing Extension Partnership
(CMEP). We are experienced engineers and business
professionals with skills in manufacturing, manage-
ment, process, and technology. We work closely with
manufacturers to provide company assessments, cus-
tomized training and workshops, and hands-on facilita-
tion and implementation.

+ Strengthening the supply chain through the develop-
ment of a web portal that will enable companies to
search for local suppliers, collaborate on larger national

and international opportunities, and pool selling capa-
bilities (similar to the concept of a co-op).

+ Partnering with Colorado universities and national lab-
oratories that goes beyond conventional technology
transfer. CAMT helps manufacturers look for technol-
ogy that is available to integrate with their product
development.

+ Providing assistance to manufacturers interested in
exporting. Gaining foreign customers often requires dif-
ferent marketing strategies, changes to existing prod-
ucts, training and guidance in compliance issues like CE
for the European Union, and additional requirements in
packaging and labeling. This information will be con-
solidated to help Colorado companies penetrate foreign
markets quickly, efficiently, and profitably working in
partnership with existing federal and state programs.

* Providing workforce development on-site training and
workshops to provide employees with education in
world-class manufacturing. In addition, we offer pro-
grams to high school students to foster greater aware-
ness of, and appreciation for, career opportunities in
manufacturing.

* Making research and policy recommendations on policy
issues such as OSHA, environmental, and healthcare
that have a significant impact on manufacturing costs.
This will be accomplished through a partnership with
entities such as CACI (Colorado Association for
Commerce and Industry).

Elaine Thorndike

Colorado Association of Manufacturing and Technology
1625 Broadway, Suite 950

Denver, CO 80202

Telephone: 303-592-4087

Fax: 303-592-4061

E-mail: Elaine. Thorndike@Colorado.edu
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Rocky Mountain Trade Adjustment
Assistance Center (RMTAAC)

RMTAAC is an independent, nonprofit organization offer-
ing technical and professional assistance to small and
medium-size manufacturers adversely affected by import
competition.

The center is staffed by professionals with extensive pri-
vate-sector experience in marketing, management, and
engineering. RMTAAC project managers work closely with
manufacturers to identify cost-effective strategies that
enable them to compete with foreign producers.

In addition, project managers locate outside technical con-
sultants to implement projects that require specialized
expertise. Up to 50% of the total project cost is funded by
the U.S. Department of Commerece.

Since 1981, RMTAAC has helped hundreds of manufac-
turers in a number of industries, including circuit board
assembly, recreational equipment, material handling, test-
ing equipment, building materials, apparel, and jewelry.

Edvard Hag, Director

Rocky Mountain Trade Adjustment Assistance Center
5353 Manhattan Circle, Suite 200

Boulder, CO 80303

Telephone: 303-499-8222

Fax: 303-499-8298

www.rmtaac.org
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