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1 Introduction & Environmental Scan

The City of Red Deer and the Red Deer Downtown Business Association (DBA)

retained MDB Insight to develop an action plan for commercial, office, retail, and

residential (including mixed-use) recrui tment and retention in Red Deer
Downtown Area. This Business Targeting and Marketing Action Plan is one of three

elementsof Downt own R éndestDeneAttrdcion Action Plan. The other two

areas are a parking strategy and strategy for the use of underutilized sites.

This report focuses on issues related to retail, residential, commercial, and office
recruitment in the Greater Downtown Area (GDA), with a particular emphasis on Red
Deer6s Historic Downtown.

1.1Approach

The primary objective for a downtown recruitment or retention study is to identify the

highest priority opportunities for economic development in the area, and the

appropriate range of support structures, program facilities, and resources that facilitate

the emergence of those opportunities. To do this, consideration must be given to the

underlying condition of a local economy and specific project area. This is achieved

through a solid understanding of a regionds perfor manc e
indicators combined with an analysis of current and emerging business and investment

trends and input from the community at large. The approach employed in the

completion of the business targeting and marketing focus area of Downtown Red

Deer 6s | nvest me imvolved the follavdng steapst Pl an

A A comprehensive review of background work and baselin
devel opment in the dDApoliinccyl uddd cngmenrtls mpupyi di ng the bu
~form and business development prospects in the Histor

A An environment al scan outlining the existing demogr apg
characteristics in the Historic Downtown, including t
_tends and characteristics that influence business mix

A A business gap anatwyisestednahddti aggetaed engagement
activities to identify the key areas of business and
~ Historic Downtown area

ACompetiehiC‘henabking, meant to outline relative strengt:@
Red Deer s Historic Downtown among peers in Alberta &
mar ket, and fiscal characteristics, as well as regul a

A A review of best and opwndmiwni me virtadtiizeags oinn t hr ough
business recruitment and retention strategies

The resulting study reflects on the findings of the process, and provides an action plan
that identifies the strategies and tactics required to support the growth and transition of
the Historic Downtownd6 s economy based on new areas of opportunity.
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FIGURE 1: RED DEERO® S RBWIALMEGCN ZONE

1.2Ar ea Profil e

The Downtown Business Revitalization Zone (BRZ) o
(Figure 1) is composed of a largely grid-form layout of
streets, lanes, and sidewalks lined with street-fronted ‘
commercial properties, largely matching with the @ )
originally surveyed railway town site of the early1 9 0 0 6
The area is generally bounded by 47 and 48 Avenue to

the east, 43 Street to the south, Taylor Drive and 53
Avenue to the west, and 55 Street to the north.

Red Deer Downtown Business Association

This report focuses primarily upon the BRZ and the
Historic Downtown within. Geographic scale varies
based on what is available for the measure. From this
point forward we will reference the area as the Historic
Downtown.

oogle

Source: htto://www.downtownreddeer.com/area/where-we-are/
The Historic Downtown largely anchored much of the
initial settlement of the city, with the early population living around the commercial and
civic core area in the Parkvale, Waskasoo, and Riverside Meadows (formerly Lower
Fairview) neighbourhoods. Though transportation infrastructure and advancement
have shifted the development pattern slightly, placing less emphasis on proximity to
downt own, Red Deerds historic downtown remains the hear

This profile provides an overview of the demographic and market characteristics of the
Historic Downtown area of Red Deer, to provide context for further work to assess
opportunities and challenges in business recruitment and retention.

Demographic Characteristics

Demographic characteristics can provide an indication of the type of retail and service
industries the area is positioned to accommodate. There are various considerations
that emerge from select demographic indicators, as outlined below.*

APopuIation and household data allows for the identifi
size and characteristics, including the size, composi
cgle of househol ds. Demand can be generated by indivi
as a group, particularly with | arger scale purchases.
household data provomdegemer d&lbii geighiods ssvrmpt i ons

_potenti al r eat agiilv edne naarneda .i n

A Household income data can be representative of the sr
|l ocal popul ation, and often provides a gener al i ndi ca
opportunities that might be attracted to an area. Ret

lUni versity -BOXt eM ssicom.si(n2011) . Downt own and Business District Market
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provi desrese kmaoyut a mini mum number of households in a c
range before deciding to |ocate in an area.

A Age influences the type of products or services that
the | ocal area, and as such, rtahcet eedy pteass aonf asreea.i ces t h
I n general, ol der populations are thought to spend | €
and services than their younger counterparts.

Using those considerations, it is possible to make preliminary observations about the

prospects for downtown business recruitment and retent:i
Downtown from demographic characteristics. Approximately 2,134 people lived in Red

Deer ds Hi st or iZin2Dld,mecduntingrfor muglelys2% of the total

population across Red Deer.? This represents a 13% decline from the 2006 Census

enumerated population of 2,446." This mirrors the trends outlined in the annual City of

Red Deer Census report for the slightly larger Downtown/South Hill neighbourhood.

The 2011 City of Red Deer Census noted a population of 3,051 in the downtown,

which was a roughly 10% decline from the estimated 3,390 residents in the

neighbourhood in 2006.° This is in contrast to broader growth trends across the city,

which saw population increase by 10% over the same time period, driven particularly Red Deer is
by development in the southeast part of the city. generally a young
The most recent City Census illustrated a reversal in that trend, with the city within Alberta
Downtown/South Hill area gaining 318 new residents in 2015. This is roughly similarto ~ (Which is gener_ally a
the 10% growth across the rest of the city over the same time period. The 2015 young province),
population was only slightly lower than 2006 figures, and was likely driven by the with the median age
addition of new dwelling units in the Downtown/South Hill neighbourhood over the four- of the city sitting at
year period. As a result, it is reasonable to assume that the population in the Historic 34.7 years in 2011
Downtown has increased as well over the last several years. (compared to 36.5

years at the
provincial level).! In
contrast, the median
age across the
Historic Downtown
area sat at an

Age characteristics notably differ between the broader city and the Historic Downtown.
Red Deer is generally a young city within Alberta (which is generally a young
province), with the median age of the city sitting at 34.7 years in 2011 (compared to
36.5 years at the provincial IeveI).6 In contrast, the median age across the Historic
Downtown area sat at an estimated 51.5 years. The population and age profile is
broken down further in Figure 2 below. Those 65 years of age or older make up

approximately 31% of the total population living in the Historic Downtown, compared to estimated 51.5

just 10% across the rest of the city. years.
2Data to assess demographic characteristics of the Historic Downtown
Census of Canadian Popul ation, based on the presence of Census Di sse
boundary of the Historic OowhooenbBusdaeps Weei ¢ adnmygapiece of a

Di ssemination Area falls within the boundary of the BRZ, data from t
a visual representation of the alignment between DA boundaries and t
appendi x.

3Statistics Canada. (2011) . Census of Canadian Population.

41 bi d

5City of Red Deer. (2011) . 2011 Municipal Census Report.

6Statistics Canada. (2011) . Census of Canadian Popul ation.
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FIGURE 2: POPULATION BY AGE, 2011

50%
40%
30%
20%
10%
0%
19 years 20-34 35-64 65+
old or
younger
m Red Deer mHistoric Downtown
Source: Statistics Canada, Census of Population, 2011

The population in the Historic Downtown is accommodated within approximately 1,295
households’, the majority of which (92%) are one or two person households. The
average household size across the city is larger than two people (2.4), with only 62%
of total households across the city holding one or two persons. This reflects the
younger age characteristics in the City, suggesting a notable presence of young
families in household sizes of three or more people across Red Deer.

The income characteristics in the Historic Downtown also differ from those of the wider
city. Median personal income sat at an estimated $27,878 in the historic downtown in
2010, compared to median personal income of $35,258 across the rest of the city.
Similarly, the prevalence of low income individuals (i.e. the share of total population
that lives below the Statistics Canada low income cutoff) in the Historic Downtown was
approximately 24%, compared to just 12% across the rest of the city.

The demographic characteristics in the Historic Downtown differ from those of the
broader city in a number of ways:

AThough recent trends suggest a possible reversal, por
~contrast to growth across the rest of the city

A The population is considerably older than that of the
majority of residents over the age of 35 ,Thadmto@apnedi &

~than tof reestcity characteristics of
A Household sizes are slightly lower, withyo@me Dteog t WO p
~for almost all households in the HistoripgyDRowmhiyeiyn

A lncome is generally |l ower, with al most dOU@dm@p@té‘rﬂiaInU"
the Historic [hoewntoown nbceolmew ctut of f, compar gidyfeh@estvhre b

broader business
recruitment and

7St atistics Canada defines hous eshowhdos oacscuapypetrrseonsaonnq‘eg];@mtqa@jmlagm‘mt[@gﬁrcbon
do not have a usual pl ace of residence el sewhere in Canad or abroad
family group such as a census family, of two or more fam|l|es sharin
persons eerebn |iving alone.
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Looking back at the considerations noted previously, the demographic characteristics

of Red Deerb6s Historic Downtown highlight
business recruitment and retention activities, particularly in relation to the rest of the

city. Looking exclusively at the residential population downtown, it would suggest that

the City and its partners require a different approach to the recruitment and retention of
businesses than what is used across the broader city, understanding that the market
characteristics, and thus the products and services in demand, vary considerably from

the demands across the rest of the city.

Market Characteristics

The characteristics of the local market provide an indication of the areas of strength or
weaknesses with regards to business recruitment or retention, and the general health
of the local market.

Red Deer és Hi st or 3800 octupiedprivatevdwellihgeuthitslin 2011, with
86% of those dwelling units in apartment buildings with more than two storeys.8 The
Red Deer Census for 2011 noted similar characteristics for the broader
Downtown/South Hill neighbourhood, with 81% of the 2,184 dwelling units in
apartments.9 The 2015 Census identified a 4% increase in the total number of
dwellings in the Downtown/South Hill neighbourhood, with the majority of new dwelling
units within apartment buildings.10 In part, this supports the reversal in population
decline illustrated between the 2011 and 2015 Municipal Censuses.

OVERALL, THE CITY CALCULATED A TOTAL OF 385,456 SQUARE FEET OF LEASABLE SPACE IN
DOWNTOWN AREA IN 2015." THE RED DEER AREA HOLDS A CURRENT RESIDENTIAL RENTAL
VACANCY RATE OF 2.4%, WITH RENTAL AVAILABILITY*? RATES HOLDING AT 3.2%."® THIS IS WELL
BELOW PROVINCIAL RATES OF 3.5% AND 5.1% RESPECTIVELY, THOUGH VACANCY AND

RATES ARE UP FROM THE PREVIOUS YEAR. THIS COMPARATIVELY TIGHTER MARKET SHOWS IN
PRICES, WITH RENTAL RATES RANGING FROM $735 PER MONTH FOR A BACHELOR/STUDIO

TO $1,124 PER MONTH FOR THREE OR MORE BEDROOM UNITS (

Figure 3). In addition, rental rates have grown 5% for one bedroom units and 10% for
studio apartments over the last year.

S ome

The Red Deer area
holds a current
residential rental
vacancy rate of
2.4%, with rental
availability® rates
holding at 3.2%.
This is well below
provincial rates of
3.5% and 5.1%
respectively

8Statistics Canada. (2011) . Canadian Census of Population.
9City of Red Deer. (2011). 2011 Municiopal Census Report.
10City of Red Deer. (2015). 2015 Municipal Census Report.
11City of Red Deer. (2015) . Revenue and Assessment.
12Untis t hat are either vacant, or where an existing tenant has
13CMHC. (2015) . Rent al Mar ket Statistics.
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FIGURE 3: AVERAGE RENT IN PRIVATELY INITIATED RENTAL APARTMENT STRUCTURES, RED

DEER CENSUS AGGLOMERATION

Unit Type April 2014 April 2015
Bachelor/Stuido $667 $735

1 Bedroom $816 $856

2 Bedroom $956 $1,024

3+ Bedroom $1,034 $1,124
Source: CMHC, 2015

The Historic Downtown currently holds
approximately 2.7 million square feet of leasable
commercial and retail space, with over half of that
(62%) in offices.™ The vacancy rate across that
inventory is approximately 8%, with office and retail
spaces showing vacancy of 9% and 7%
respectively.™ Office rates mirror trends across the
city to an extent, with vacancy rates sitting at 10%."°
In contrast, the downtown vacancy rate sits well
above commercial vacancy rates across the rest of
the city, which sat at 4% in 2015."

Office vacancy rates (Figure 4) have generally
stabilized over the last two years, moving from a
high of 12% in 2013. Much of this stabilization has
come from increased absorption of Class Two
spaces, which have largely offset increased vacancy
rates in other prestige (i.e. Class One) and lower
classes across the City. Interestingly, the only fully
absorbed office class (i.e. Class Four) generated the
highest increase in vacancy among the classes, with
approximately 1,600 square feet of space coming on
the market between 2014 and 2015.

14City of Red Deer. (2015) .
151 bi d.

16Sol der qui st

171 bi d.

FIGURE 4: OFFICE VACANCY RATES, BY TYPE, RED DEER
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Commercial retail vacancy has

differed by type as well. with overall FIGURE 5: COMMERCIAL RETAIL VACANCY RATES, BY TYPE, RED

vacancy rates across the city DEER

decreasing from their 2012 levels. 9.0

Vacancy in enclosed malls across the ' y.

city has largely stabilized at just over 8.0 /

8% over the time period, with much 7.0 \/

of this likely influenced by the strong 6.0

commercial marketintheci t y 6 s | g %
centres, which have maintained the 4.0

lowest vacancy rates despite notable N
increases in square footage (almost 3.0

530,000 new square feet in power 2.0

centres alone from 2014 to 2015)."® 1.0 >

Vacancy rates in strip malls are 0.0 . . . .
trending downward as well, with 2012 2013 2014 2015

much of that due to a decreasing
amount of inventory. Overall, the
increasing presence of space in —Strip Mall Power Centre
power centres across the city is
pushing commercial retail vacancy
lower, with vacancy rates in power centres (though increasing of late) considerably
lower than all other commercial classes.

= Commercial =Enclosed Mall

Source: Solderquist Appraisal

Given that the majority of the estimated 2.0 million square feet of office space across
Red Deer is in the downtown core, higher vacancy rates likely present a challenge
from a revenue perspective, but perhaps also an opportunity. Blended commercial and
retail rates across the Historic Downtown area sat at approximately $14 per square
foot'®, which is generally competitive among other communities in Alberta.

The assessment base in the Historic Downtown area has increased since 2011,
suggesting positive development trends over the medium term. Assessment moved
from $27 million in 2011, to $30.9 million in 2015, or total increase of roughly 14%.%°
However, that total assessment base dropped slightly over the last year, from its five
year peak of$31.5 million.”*

As with the demographic character i st i cs, the market characteristics of |
Historic Downtown illustrate challenges and opportunities from a business recruitment

and retention perspective. On the residential side, the area continues to attract higher

density housing configurations that will improve population density i and presumably

the customer base i in the downtown area. Further, rental vacancy and availability

rates are low, suggesting most of the available inventory has been absorbed.

18Sol derqui st Appraisals. (2015) . Of ficel/ Commerci al Mar ket Surveys f
19Based on survey of | ease rates for commerci al and office propertie:
2015.

20City of .Rqga0oO&gr. Revenue and Assessment .

211 bi d.
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