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1.0 INTRODUCTION           
 
1.1 Scope of Report 
 
This report describes the economic impacts which will be generated by the proposed Mercoal 
West and Yellowhead Tower project (the Project). This analysis is in response to portions of 
Section 9 of the Terms of Reference (Alberta Environment, 2007) which require the proponent 
to:  
 

Document the baseline (existing) socio-economic conditions and trends (e.g., 
changes in population and labour force), and discuss the nature and significance 
of construction and operation of the Project on the region and provincial socio-
economic conditions, as well as any impacts associated with these effects, 
including consideration of the following: 
 
a) Workforce, including; 
 i)   timing of workforce requirements for construction and operation; 
 ii)  breakdown of the type and number of direct jobs to be created; 

iii) outline of when peak employment periods will occur. 
 
b) Local employment and training and business opportunities, including: 
 i) any steps that will be taken to increase local participation in meeting 
project requirements; 
 ii) a summary of procurement policies and programs the company has in 
place. 
 
c) Regional and provincial economic benefits, including; 
 i)  taxes; 
 ii) royalties; 
 iii) spin-off employment (indirect and induced). 
 
d) Local public services and infrastructure, including; 
 i) transportation; 
 ii) education; 
 iii) health; 
 iv) municipal; 
 v) recreation; 
 vi) social services. 
 
e) Socio-economic opportunities for First Nations and effects on traditional land 
use; 
 
f) Population effects, including; 
 i) housing and affordable housing; 
 ii) workforce camp (if needed); 
 iii) traffic and traffic safety; 
 iv) law enforcement and emergency services. 
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Discuss the socio-economic implications of not proceeding with the Project.  
Identify any concerns related to socio-economics that have been raised by the 
local municipality or any other stakeholder in the region.  As well, identify any 
measures proposed to enhance positive or mitigate negative socio-economic 
effects of the Project. 

 
All of the above issues are considered in this analysis except for effects on traditional 
land use and recreation. These are addressed in Section E of the Mercoal West and 
Yellowhead Tower Mine Extension project application (CVRI 2007). 
 
1.2 Study Areas 
 
The Coal Valley Mine (CVM) is located approximately 90 km south of Edson in the Coal 
Branch area of Yellowhead County. The proposed project will expand current operations to 
include two new areas called “Mercoal West” and “Yellowhead Tower” (Figure 1.1).  Both areas 
are adjacent to existing mining operations.  
 
The communities that will be most affected by the decision to allow or deny the Project are those 
where most of CVM’s employees live. Currently, 86% of CVM’s employees live in the towns of 
Edson, Hinton, and Robb. Another 3% live in other communities within Yellowhead County 
including Peers, Wildwood, Cadomin, and Carrot Creek. Yellowhead County provides services 
to these communities and is the recipient of the property tax revenues generated by the Project. 
Yellowhead County will therefore also be affected significantly by the Project’s approval or 
denial. The Regional Study Area (RSA) for the assessment of socio-economic impacts therefore 
includes the municipalities of Edson, Hinton, Robb, and Yellowhead County. 1 
 
Economic impacts, including employment, income, and fiscal revenues, are also described for 
the province as a whole. 
 
1.3  Scope of Analysis 
 
Generally, an economic impact assessment has two purposes. One is to estimate how much the 
Project will contribute to the local and provincial economies in the form of employment, income, 
and fiscal revenues.  
 
The second purpose of the analysis is to determine the amount of new employment that the 
Project will generate in local communities, directly and indirectly, so that an estimate can be 
made of the increases in population that these communities can expect.  This information is then 
used to assess the increased demand that the Project will place on community infrastructure and 
services. In the “cumulative case”, the Project’s impacts are considered in conjunction with 
impacts from other potential developments to determine what their combined impacts will be on 
community infrastructure and services. An understanding of current community capacity – the 
“baseline case” – is important in assessing whether the Project, alone or cumulatively, will strain 
this capacity. 
                                                 
1 The Local Study Area used in many of the other impact assessments – that is, the area shown in Figure 1.1 as 
immediately surrounding the Project – is home to only a few of CVM’s employees and is therefore too restricted for 
the analysis of socio-economic impacts. 
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The Project being considered in this analysis is not a new enterprise but an undertaking that will 
allow the continuation of an existing venture. The Project’s economic contributions to the local 
area and the province are still relevant because they provide a measure of the economic impacts 
that will be foregone if the Project is denied. However, the Project will not create any new 
employment nor, therefore, any increase in population or change in social conditions in the local 
or regional area. Its approval will not create increased demand for local infrastructure or services 
and an understanding of community capacity is therefore not relevant. The “baseline case” is 
therefore not considered in this analysis. 
 
The “cumulative case” is also not considered. Cumulative impacts “must result, at least in part, 
from the project” (CEAA, 1994). In other words, in order for there to be a cumulative effect, 
there must first be a project-derived impact. If approved, the Mercoal West and Yellowhead 
Tower Project will have no effect on existing socio-economic conditions in the local area. Thus, 
there will be no cumulative impacts. 
 
The assessment focuses on the “project approval case” – that is, the economic impacts that will 
continue as a result of project approval. The “project approval case” is considered in Section 2. 
 
A second case considered in the assessment is the “project denial case”. Impacts from project 
denial will include more than just the loss of the economic effects of project approval because 
these effects could translate into social impacts as well. The project denial case is considered in 
Section 3. 
 
1.4 Methods 
 
An economic impact assessment begins with information provided by the proponent regarding 
project development and operations. This information is then used to estimate impacts, generally 
calculated separately for project construction and operations. CVM’s proposed project requires 
very little in the way of development. Capital costs for developing the two new areas are 
expected to be about $16 million, including $10 million for the development of the dragline 
walk-roads, haul roads, powerlines, and ponds; and about $6 million for new equipment. 
Development will be done for the most part using existing manpower. Impacts from project 
development will therefore be minimal and are not estimated in this assessment.  
Operational impacts will be significant and are based on detailed operating information provided 
by the proponent including planned production; number and types of staff required; requirements 
for and likely sourcing of materials and equipment for project operation and maintenance; hiring 
and purchasing policies; and estimates of taxes and royalties generated by the Project.  This 
information has been combined with data available publicly (e.g., provincial multipliers [Alberta 
Finance, 2007]) to generate estimates of the Project’s indirect and induced effects. 
The accuracy of estimates of economic impact varies according to the size of the area being 
considered.  In Canada, input-output models have been developed for the country and for 
individual provinces.  Thus, multipliers for Alberta as a whole (and for other provinces) are 
relatively accurate.  However, input-output tables have not been developed for sub-provincial 
areas.  Instead, provincial statistics must be adapted, usually on a judgmental basis, to reflect 
local conditions.  The result is that the confidence levels in the effects estimated for the regional 
area are lower than those for the province. 
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Unless otherwise stated, all income and cost data are presented in 2007 Canadian dollars. 
  
 
2.0  IMPACTS FROM PROJECT APPROVAL 
 
 2.1  Project Description 
 
The Coal Valley Mine has been in operation since 1978. To date, the mine has sold over 50 
million tonnes of coal, primarily for electric power generation. Production over this period has 
averaged about 2 clean metric tonnes (CMT) per year. In 2006, the mine doubled its coal wash 
plant capacity allowing production to increase to 4 million CMT per year.  
 
At current rates of production, the current permitted reserves of coal at CVM will be nearing 
depletion in 2009. In order to lengthen the life of the mine, CVM is proposing to extend its 
mining operations in three areas in the vicinity of the existing mine.  These areas include 
Mercoal West and Yellowhead Tower - which comprise the Project for the purposes of the 
current application - and Robb Trend, which will form a future application. Together, these areas 
would provide CVM with coal resources to operate roughly at current rates of production until 
2015. The expected production at the Coal Valley Mine from 2008 to 2015 is shown in Table 
2.1. (Actual production may vary slightly according to market demand.) 
 
Table 2.1 CVM Production by Area, 2008 – 2015 
  (millions of CMT) 
 

 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Existing pits  4.0 4.0 1.0 0.3 0 0 0 0 0 

Mercoal West 0 0 2.0 0.6 0.4 0 0 0 0 

Yellowhead Tower 0 0 1.0 3.1 1.9 2.3 2.3 2.1 0.6 

Robb Trend 0 0 0 0 1.7 1.7 1.7 1.9 3.4 

Total 4.0 4.0 4.0 4.0 4.0 4.0 4.0 4.0 4.0 

 
In 2008, all production will be from existing pits. As production at the existing mine declines in 
2009 and 2010, it will be augmented by production from Mercoal West and Yellowhead Tower. 
In 2011, production will cease at the existing pits and will begin at Robb Trend.  This 
development schedule will allow CVM to fulfill its customers' contract requirements without 
lapses and provide for a smooth transition of labour and equipment between the existing mine 
and the new areas. It will also maintain use of existing coal processing and maintenance 
infrastructure.  
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2.2 Impacts from Project Development 
  
As noted above, developing the Mercoal West and Yellowhead Tower areas will require the 
construction of dragline walk-roads, haul roads, powerlines, and ponds, the cost of which is 
expected to be in the order of $10 million. Another $6 million will be spent on the purchase of 
new equipment. Construction will be done primarily by CVM employees. Economic impacts 
from project development are therefore minimal and are not estimated in this analysis.   
 
2.3 Impacts from Project Operation  
 
2.3.1 Local Impacts 
  
2.3.1.1  Local Procurement Policies and Community Involvement 
 
CVM plans to adhere to the general principles of its existing procurement practices.  
Included in these practices are two recommendations which have the effect of promoting 
purchases of goods and services from local, regional and provincial firms.  The first 
recommendation is that, in vendor selection, consideration should be given to inherent 
advantages of vendors located in or near operating areas.  The second recommendation 
suggests that choice of vendor should not be unduly influenced by factors of size or 
national prominence and that there are many smaller companies, well established and 
soundly managed, which can qualify as valued suppliers.  
 
Factors which are used to evaluate bids include: 
 
• price; 
 
• tenderer's previous record of performance; 
 
• ability to render satisfactory service; 
 
• conformance to specifications; 
 
• quality assurance rating; and, 
 
• delivery time.   
 
CVM has longstanding relationships with many contractors and suppliers in the local area. Just 
over half of the mine’s rentals, subcontracts, and professional services are supplied by local 
businesses. Almost 15% of other goods and services are bought locally. In keeping with CVM’s 
policies, these percentages will grow as the capacity of the RSA grows.  
 
CVM is in contact with First Nations and Métis people in the local area and actively encourages 
employment applications. Currently, approximately 10 of CVM’s employees are of Aboriginal 
background. However, the company is establishing apprenticeship programs and it is hoped that 
these will lead to an increase in the number of Aboriginal employees.  
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CVM’s Community Involvement initiatives include the following: 
 
• The company has a scholarship program that provides up to $1,500 per year for post-

secondary education of employees’ children. 
 
• In addition to its normal employment, CVM hires about 20 students during the summer, 

many of whom are residents of the RSA. 
 
• The company supports local recreation and educational projects. 
 
• CVM’s employees are active in local government, sports, and recreation. 
 
2.3.1.2  Direct Impacts 
 
Currently, the CVM produces about 4 million CMT per year with 340 employees and about 30 
full-time equivalent (FTE) contractors.  Total employment at the mine is therefore 370 P-Y per 
year. (These numbers do not include summer employment.) Approval of the Mercoal West and 
Yellowhead Tower areas will allow the continued employment of these workers.  
 
Of the 340 employees, 218 (64%) live in Edson. and another 74 (22%) live in Hinton or Robb.  
A further nine workers (3%) live in smaller communities within Yellowhead County. Residences 
of contract workers are not known but are likely to be similar in percentage terms to that of 
employees. On this basis, 89%, - that is, about 330 - of the 370 person-years of direct 
employment created by the Coal Valley project are, and will continue to be, held by residents of 
the RSA. 
 
For the most part, the work involved is highly skilled and very highly paid. The average salary, 
including benefits, is just under $100,000 for employees and about $80,000 for contractors. Total 
employment income retained by the RSA is therefore in the order of $32 million per year. 
 
2.3.1.3  Local Purchases 
 
Besides labour costs, major categories of operating expenditures include explosives, equipment 
leases, power and fuel, tires, repairs and supplies, chemicals and freight. Depending on energy 
prices, fuel and electricity comprise about one-third of non-labour operating costs. Neither 
generate local impacts of any magnitude.  Other items, such as chemicals, explosives, tires, and 
leased equipment are not produced locally. However, maintenance, freight, supplies and “other” 
expenses comprise about one-third of operating costs and of these, CVM estimates that about 
40% - that is, about $7 million per year - goes to local suppliers. These purchases generate 
“indirect” employment and income in the RSA. 
 
Of the $7 million in local purchases, wages probably comprise about 40% - about $3 million 
annually.2 Based on an average wage of $56,000,3 this is equivalent to about 55 full-time 
equivalent jobs per year.  
                                                 
2 This is based on a comparison of industry intensity ratios and industry multipliers for “support activities for mining 
and oil and gas extraction”, “wholesale trade”, “repair and maintenance” and “truck transportation”, which suggests 
that about 40% of the value of purchases from these industries reflects direct labour income (Alberta Finance, 2007). 
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2.3.1.4 Total Local Impacts 
 
Local effects from operation of the Project stem from direct onsite employment, from 
employment generated by purchases from local suppliers of goods and services required for plant 
operation (indirect effects), and from jobs created through the spending of incomes earned 
directly or indirectly (induced employment).  
 
The provincial ratio of induced household income to direct plus indirect income is 29% (Alberta 
Finance, 2007). Given the small size and limited economy of the RSA relative to the province, 
the ratio for the RSA is likely to be considerably lower than 29%. For the purposes of this 
analysis, it is assumed that the local ratio will be two-thirds the provincial – that is, roughly 20%. 
On the basis of this assumption, induced spending creates additional household income in the 
RSA of about $7 million per year and, based on an average wage of $56,0004, translates into 
about 125 jobs per year. 
 
This number does not include public service employment. Although provincial multipliers reflect 
induced employment created by workers spending the incomes they have earned directly or 
indirectly as a result of the Project, they do not reflect employment created by government 
spending. A number of workers who provide community services, health, and education in the 
RSA are there because of the population that depends directly or indirectly on CVM. 
 
Total local employment and income generated annually by CVM’s current and continued 
operation is summarized in Table 2.2. 
 
Table 2.2 Summary of Local Impacts from CVM’s Operation  
 
 Employment 

(person-years per year) 
Income 

($millions per year) 
Direct 330 $32 
Indirect 55   $3 
Induced 125   $7 
Total 510 $42 
 
CVM’s operation generates 330 direct jobs every year for residents of the RSA. Local purchases 
related to the mine’s operation generate 55 indirect jobs annually, while induced spending 
creates another 125. In total, the mine generates 510 P-Y of work every year in the RSA with 
associated income of about $42 million. These are the impacts that will continue if the Mercoal 
West and Yellowhead areas are approved. 
 
2.3.1.5 Local Fiscal Impacts 
 

                                                                                                                                                             
3 Based on an average wage for the Banff - Jasper - Rocky Mountain House region in 2005 of roughly $43,000 
excluding benefits (Alberta Employment, Immigration and Industry, 2005) or $52,000 assuming benefits of 20% This 
estimate is increased to a 2006 level of $56,000 based on the increase in wages generally in Alberta from 2005 to 
2006 of 6.9% (Alberta Employment, Immigration and Industry, 2006). 
4 See FN 2. 
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In 2007, CVM will pay property taxes of about $380,000. Of this, Yellowhead County retains 
about 83% (about $314,000).  The remaining $66,000 is forwarded to the province as education 
taxes. (The high proportion retained by the municipality is due to the fact that the Project entails 
a high proportion of machinery and equipment which are exempt from education taxes.) 
 
Municipal revenues are also generated indirectly by the payment, by Coal Valley employees and 
contractors, of property taxes to the municipalities in which they live.  However, these taxes pay 
for services provided to these residents and businesses by the municipalities and therefore do not 
reflect incremental revenues.  
 
2.3.1.6 Social Impacts 
 
Because the development activities required for this project are minimal, there will be no 
impacts on transportation and because the necessary construction will be, for the most part, 
undertaken by CVM’s existing workforce, there will be no increased demand during project 
development on local public services. 
 
Because the Project represents the continuation of CVM’s current operations, there will be no 
increase in workforce and no increase in local population. Therefore, there will be no increased 
demands for housing and no effects on education, health, municipal and social services, or law 
enforcement and emergency services.  
 
In short, there will be no social impacts either from the Project’s development or its operation. 
 
2.3.2 Provincial Impacts 
 
2.3.2.1 Employment and Income 
 
As noted in Section 2.3.1.2, current employment at CVM is about 370 workers, including 340 
employees and about 30 full-time equivalent contractors. All but three of the employees live in 
Alberta and, although the residences of contractors are not known, it is likely that they are also 
overwhelmingly provincial. Based on this assumption, 99% of the employment generated 
directly by CVM will remain within the province. Average earnings for these workers are 
$100,000 for employees and about $80,000 for contractors, including benefits. Total labour 
income generated in the province by CVM’s operation is therefore in the order of $36 million 
per year. 
 
In addition to these direct effects, employment and income are generated indirectly by purchases 
from provincial suppliers of goods and services required for the mine’s operation.   CVM 
estimates that 88% of its purchases of supplies and services are from provincial businesses. 
Induced employment is also created as workers, employed directly or indirectly as a result of 
CVM’s operation, spend their incomes on a variety of provincially-produced goods and services. 
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Using published provincial multipliers for the mining industry (Alberta Finance, 2007), it can be 
estimated that CVM’s operation generates the total provincial contributions shown in Table 2.3.5 
 
Table 2.3 Summary of Provincial Impacts from CVM’s Operation 
  

 Employment 

(person-years (P-Y)) 

Labour Income 

($millions) 

GDP 

($millions) 

Impacts per year 925 $64 $115 

 
In Alberta as a whole, CVM’s operation produces 925 P-Y of employment per year, $64 million 
in associated labour earnings, and additions to GDP of $115 million per year. These are the 
impacts that will continue to be felt in the province if the Mercoal West and Yellowhead areas 
are approved.  
 
These impacts are understated in that they do not reflect effects generated by the transportation 
to market of the coal produced. Much of the coal produced by the expansion will be shipped via 
rail to coal terminals on the coast of B.C., where it will be loaded on to ships bound for Pacific 
Rim locations. Employment and income created in Alberta by rail shipments are in addition to 
that reported in Table 2.3. 
 
2.3.2.2  Fiscal Effects 
 
CVM generates a number of revenues for different levels of government including direct and 
indirect income taxes payable to the provincial and federal governments, royalties, and property 
taxes.  Sources of government revenue that could be quantified in this analysis are direct and 
indirect personal income taxes, royalties, and municipal and education taxes. 
 
Personal taxes will be payable by workers employed directly, indirectly, and through induced 
effects in an amount roughly equal to 16% (CANSIM) of the labour income created through 
these effects. The provincial government will retain about one-third of the total tax revenue 
(CANSIM). As noted in Table 2.3, total labour income generated each year by CVM’s operation 
is about $64million. Thus, personal taxes payable to the province are about $3 million per year.  
 
CVM pays coal royalties to the province of about $1.5 million per year.   
 
As noted in the section on local economic impacts, property taxes payable by CVM are about 
$380,000 per year all of which stays in the province, distributed 83% to Yellowhead County, and 
17% to the provincial education fund. 
 
Total provincial revenues from the above sources are about $5 million per year. These payments 
will continue if Yellowhead Tower and Mercoal West are approved. 
 
 

                                                 
5 Total employment and labour income were calculated using industry multipliers (closed model) for the mining 
industry. GDP was calculated on the basis that, according to industry intensity ratios, total GDP for the mining industry 
is 1.8 times total labour income (Alberta Finance, 2007). 
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3.0 IMPACTS FROM PROJECT DENIAL 
 
Addition of the Yellowhead and Mercoal West areas does not represent the future creation of 
economic benefits, but their continuation.  Because of this, the scenario without the Project is 
quite different, both in social and economic terms, from the scenario that would exist if it were 
not a continuing enterprise.   
 
As noted in Section 2.1, CVM’s permitted reserves will be nearing depletion in 2009.  If the 
current project is approved, development activities will take place in 2008 such that production 
from the Mercoal West and Yellowhead Tower areas can combine to allow uninterrupted 
production of about 4.0 million CMT's.  
 
If the extension areas are not approved, production at the mine will have to be cut significantly 
resulting in interruptions in (or loss of) coal supply and lay-offs of some employees. In about 3 
years time, the mine would close. 
 
If CVM were to close, about 15 workers would be required for reclamation activities. All other 
employees and contract workers would be laid off.   Given direct employment in the region from 
the CVM of 330 workers, this would mean the termination of 315 positions.  
 
In addition to direct impacts, denial of the Mercoal West and Yellowhead Tower areas would 
result in a loss of indirect effects.  As noted above, 88% of Coal Valley's current expenditures on 
supplies are made in the province and about 15% is spent in the local region. This translates into 
55 full-time equivalent jobs per year in the local region. Spending by workers of employment 
income created directly or indirectly by CVM creates a further 125 jobs in the area.  
 
In total, the equivalent of about 500 full-time jobs would be compromised by denial of the 
Project. Although some of these people could transfer their skills to other industries in the area, 
it is unlikely that all would be able to find alternative employment right away. Some would be 
forced to leave the region. 
 
Out-migration from the area would have further economic effects on the region by leading to 
declines in municipal revenues and public service employment.  It would also create a certain 
amount of social dislocation and a potential increase in the demand for social services related to 
this dislocation. 
 
Provincial impacts which would be foregone annually include 925 P-Y of employment, $64 
million in household income, $115 million in GDP, and about $5 million in tax revenues.   
 
As with any proposed development, these impacts represent foregone economic opportunities.  
However, in Coal Valley's case as a continuing enterprise, they reflect the loss of existing 
contributions rather than the creation of hypothetical ones.  The impacts of project denial on 
employment and income in the region would be substantial.   
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4.0 SUMMARY AND CONCLUSIONS 
 
Approval of the Mercoal West and Yellowhead Tower Project will ensure the continuation of the 
following economic impacts:  
 
• The provision of 510 direct, indirect, and induced jobs every year for residents of the RSA. 
 
• The generation of $42 million annually in labour income for RSA residents. 
 
• Property taxes for Yellowhead County of about $314,000 per year. 
 
• The generation in the province as a whole each year of 925 P-Y of employment, $64 million 

in associated labour earnings, and additions to GDP of $115 million. 
 
• Total provincial revenues from direct and indirect personal income taxes, royalties, and 

municipal and education taxes of about $5 million per year.  
 
Denial of the Project would not only result in the loss of the impacts noted above but could also 
lead to out-migration from the local area which would have further economic effects on the 
region by leading to declines in municipal revenues and public service employment.  It would 
also create a certain amount of social dislocation and a potential increase in the demand for 
social services related to this dislocation. 
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