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Prices

British Columbia’s year-over-year inflation
rate was 1.8% in August, a full percentage
point below the national average of 2.8%.
Newfoundland (1.1%) and New Brunswick
(1.6%) were the only provinces to post a lower
increase in the all-items consumer price index
(CPI) last month. Ontario (+3.4%) and Sas-
katchewan (+3.4%) had the highest inflation
rates in the country.

Among metropolitan areas, St Johns (+1.0%)
and Victoria (+1.4%) posted the lowest inflation

rates. The inflation rate in Vancouver was 1.8%.
Source: Statistics Canada

Energy prices, which have long been the
main factor pushing BC's inflation rate up,
moderated somewhat during the summer
months. The cost of energy increased 1.3%,
less than the overall inflation rate. Gasoline
prices fell (-5.9%) in August, offsetting the effect
of sharply higher prices for piped gas (+22.4%)
and more moderate increases in the cost of fuel
oil and other fuels (+5.9%). The price freeze on
electricity also helped keep a lid on rising energy
costs. British Columbians fared better than other
Canadians in this regard. Nationally, the cost of
energy rose 4.8% in August, as consumers
across the country faced price increases of
33.9% for piped gas, 10.1% for fuels, and 4.8%
for electricity. A 3.9% drop in gasoline prices
was not enough to offset these increases. En-
ergy prices accounted for about a sixth of the

increase in the Canadian CPI in August. source:
Statistics Canada

In BC, prices for food (+4.6%), alcohol and
tobacco (+2.4%) and shelter (+2.2%) in-
creased more than the overall CPI. Food costs
were up virtually across the board, with prices for

fresh fruits (+12.8%), vegetables (+14.4%) and
non-alcoholic beverages (+14.9%) rising at dou-
ble-digit rates. Consumers paid marginally less
for household furnishings, supplies and commu-
nications (-0.1%) than they did in August 2000,
but clothing and footwear prices were up 1.0%.
The cost of transportation (+0.5%) and recrea-

tion (+0.6%) rose only modestly.source: Statistics
Canada

The Economy

Exports of BC products fell for the second
month in a row in July, declining 2.7%. The
drop in the value of exports was part of a na-
tionwide trend. Alberta (+12.1%), New
Brunswick (+11.1%) and Nova Scotia (+6.7%),
where export growth was due to a booming en-
ergy sector, were the only provinces to post
substantial gains. Nationally, the value of ex-
ports dipped 1.1% in July after falling 2.8% in
the previous month.

Year-to-date, the picture was somewhat rosier.
In BC, exports were up 9.7%, largely because of
big increases in the value of electricity and natu-
ral gas exported during the winter months.
Agriculture and fish (+7.5%) and machinery and
equipment (+6.6%) exports were also higher
than in the first seven months of 2000 but forest
products, BC’'s dominant export commodity,
were down 9.9%. While it is tempting to attribute
this to the softwood lumber dispute, that is only
part of the reason for the decline, as both wood
(-6.2%) and paper (-14.7%) exports have fallen.

Canadian exports were up 4.6%, as strong
gains in BC, New Brunswick (+19.0%), Nova
Scotia (+25.3%) and Alberta (+34.7%) offset de-
clines in most other provinces.source: Statistics Canada

Shipments of goods manufactured in the
province fell again in July, declining 0.7%
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Did you know...
Canadais the world’s biggest producer of newsprint—and we’re among the biggest users of the prod-
uct. Last year, Canadians used nearly 40 kg (88 pounds) of newsprint per capita. The average for all
countries was 9 kg. Per capita consumption was lowest in Cuba (0 kg) and highest in Sweden (50 kg).

(seasonally adjusted). This marked the sixth
time this year that shipments have fallen. The
drop in the value of shipments was largely at-
tributable to the paper (-9.7%) and food (-5.0%)
industries, which together account for about a
quarter of all goods shipped by manufacturers.
Pulp prices have been plunging, and this has
pulled down the value of paper shipped from the
province. Wood shipments were up 2.8%. Pro-
ducers of fabricated metals (+3.4%) and
computer and electronic equipment (+7.4%) also
posted gains. Overall, shipments of non-durable
goods were off 5.1% in July, while durable
goods shipments rose 2.4%. source: Statistics Canada

Retail sales in British Columbia fell 1.1%
(seasonally adjusted) in July. Sales were
down in most regions, decreasing 0.5% at the
national level. Manitoba (+1.8%), Newfoundland
(+1.8%) and Nova Scotia (+0.2%) were the only
provinces to see an improvement in sales. At the
national level, lower gasoline prices were re-
sponsible for some of the decline, as prices at
the pump fell in response to competition among
gas stations. Overall sales by automotive retail-
ers dropped 2.0%. Clothing sales (-1.2%) were
also off, while sales at drug (0.0%) and furniture
(+0.1%) stores were flat. Food stores increased
their sales 0.5%. On a brighter note, sales by
general merchandisers were strong in July, ris-
ing 1.4%.

Wholesalers in the province posted a 0.7%
decline (seasonally adjusted) between June
and July. Sales were down (-0.4%) at the na-

tional level, declining in six provinces.
Source: Statistics Canada

Source: Statistics Canada

The number of British Columbians receiving
regular employment insurance (El) benefits
jumped 4.2% (seasonally adjusted) in July,
rising to 60,620. The number of beneficiaries
was up in all regions except Yukon (-5.7%). The
Canadian figure increased 7.4%, to 542,520.

Source: Statistics Canada
Giving
Canadians are spending more money on gifts

than they used to, but most of the increase
has been directed to individuals rather than

organizations. In 1996, the average household
in Canada spent $1,700 on gifts. Nearly half
($790) of this total was monetary gifts, including
spousal and child support payments. Another
$510 per household was spent on non-
monentary gifts, while $400 went to organiza-
tions. Average giving in BC was $2,102 per
household, the highest in the country.

More than three-quarters (78%) of all Canadian
households made donations to charities in 1969.
By 1996, the percentage had fallen to 73%. The
average household contributed 1.2% of its dis-
posable income to charities.

Contributions to religious organizations continue
to account for the bulk of charitable giving, rep-
resenting 64% of the total in 1996, down from
74% three decades earlier. Households in BC
gave an average of $575 to charities in 1996.
While religious organizations remained the big-
gest beneficiaries, British Columbians directed
43% of their giving to secular charities, more
than in any other region. source: o Catalogue
75F0033MIE
Early Retirement

Early retirement is becoming an increasingly
popular option for people reaching the end of
their careers. Between 1987 and 1990, only
29% of the people who retired did so before
turning 60. A decade later, the percentage of re-
tirees in this age group had risen to 43%. Public
sector workers were the most likely to retire at a
relatively young age. Between 1997 and 2000,
two out of three (63%) public sector retirees
were less than 60 years old. This was nearly
twice the rate in the private sector, where early
retirement benefits tend to be less generous.
Among the self-employed, less than a quarter
stopped working before before they turned 60.
Newfoundland (59%), Quebec (56%) and Nova
Scotia (48%) had the highest early retirement
rates in the country, while Saskatchewan (26%o)
had the lowest. The rate in BC was 35%.
Women were more likely to choose early retire-
ment than men.

Source: SC, Perspectives on Labour and Income (75-001-XIE)
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electronic database; otherwise the source is identified as ‘SC’ plus the publication name or catalogue humber.
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Which BC Industries Qualify as High Tech?

Introduction

Despite recent high profile stock market
adjustments, the designation “high tech” is
synonymous with growth and development.
From running shoes to aerospace,
everything that could conceivably be so
designated gets the high tech label.

From the point of view of economic analysis,
the high tech designation is in some ways
not much more precise than the popular
usage. Economists try to group industries or
firms to make them easier to analyse and
describe. To be effective, industry or firm
groupings should be quite uniform internally
while quite different from other groupings in
the economy. Theory tells us that the “high
tech” group should in the long run be
distinguished by high performance, simply
because “technology is the most obvious
cause and effect of the cumulative wealth of
rich nations”.! But we can not define it on
that basis and then proceed with
performance measurements. That would be
circular reasoning. So what else is it about
high tech that makes it “hig4h tech™?

We begin with the knowledge that research
and development is the basis of
technological advancement. Therefore it is
logical to assume that where research and
development (R&D) effort is greatest,
technology is likely to be *“highest”. This
assumes that R&D effort is uniformly

' Malecki, Edward J., Technology and Economic
Development, Longman Scientific and Technical,
1991, p.7.

successful, and that high technology firms
or industries must create technology, rather
than purchase it. Nevertheless, R&D effort
remains a standard for assessing
technology levels.

A second standard by-passes the amount of
R&D effort, and looks at the nature of
products and services that a firm or industry
produces. Products that are recognized as
high tech may be specified by panels of
experts. Paradoxically, the experts may look
at the R&D that went into a product in
making their choices, but presumably a
product could win the “high tech” label even
if it's creation involved fewer scientists and
lesser budgets than other possible
candidates. In addition, with the product
standard, a firm or industry could be high
tech by virtue of its product line, even if the
firm or industry did not actually develop the
product.2

A third way of grouping would rely on high
tech sector experts to designate the firms or
industries that comprise the sector. This of
course is somewhat circular as well, since
one would have to define the sector in order
to choose the appropriate experts in it.
Nevertheless, there is little debate about
what constitutes the core of the sector. The
expert’s contribution is to help with the more
subtle distinctions.

% Products that are made by advanced processes,
however, are not automatically high tech. For
example, a mushroom from a high tech greenhouse
is still just a mushroom.
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Clearly, there is both art and science in
deciding what *“high tech” really means.
What follows is an account of how BC
STATS has applied some mathematics
(arithmetic, really) to the challenge of re-
defining the high tech sector for use in
reports and economic analysis. The results
are preliminary and will be refined
considerably before being adopted for use
in BC STATS’ reports on the high technology
sector that will be produced in 2002 and
subsequent years.

The Advent of NAICS

Most of the business and economic
statistics produced in Canada to date have
been prepared on the basis of the Standard
Industrial Classification (SIC). The SIC is a
four-digit code developed by Statistics
Canada, and was last reworked in 1980.
Rather than prepare a further update to the
SIC on its own, Statistics Canada partnered
with the United States and Mexico to
develop a coding system that would be as
uniform as possible, to support the North
American Free Trade Agreement (NAFTA).
The resulting coding system is the North
American Industry Classification System
(NAICS). For the past three years, Statistics
Canada has been working to switch all its
business and economic statistics over to
NAICS, a job that is now nearing
completion.

In the past, BC STATS has defined the high
technology sector in terms of selected SIC
industries.> Because new data will now
mostly be available only in NAICS terms, BC
STATS must change as well. In addition,
because it is more recent than the SIC,

® The methodology for selecting SICs is described in
the 1996 report “Defining the High Technology /
Knowledge Sector in British Columbia”, available at
http:/mww.bcstats.gov.bc.ca/data/bus_stat/hi_tech.htm

NAICS does offer some advantages in
defining the high technology sector. For
example, the SIC industry “Computer
Services” has been broken down under
NAICS to include “Data Processing
Services”, as well as “Computer Systems
Design” and “Software Publishers”. The
breakdown also extends to “Database and
Directory Publishers”. This level of detalil
helps to refine the high tech sector definition
and in this example, it distinguished the
directory publishers, who may be better
grouped with other publishers than with
other higher technology businesses.

The NAICS-SIC Dilemma

If NAICS merely provided more detail than
the SIC, updating the high technology sector
definition would be a relatively simple
matter. However, NAICS is actually a new
and different  classification  scheme.
Concordance tables show that each NAICS
code may be made up of one or more SIC
codes, or parts of SIC codes. And NAICS
codes that contain what were high
technology SICs may also contain low
technology SICS.

BC Stats, Box 9410 Stn Prov Gowt, Victoria, BC V8W 9V1
Tel: (250) 387-0327 Fax: (250) 387-0329 Web: http://www.bcstats.gov.bc.ca E-mail: BC.Stats@gems8.gov.bc.ca
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The illustration below uses the Electronic
Parts and Components industry as an
example of how SIC industries can be
affected by the switch to NAICS. Reading
from left to right, it first appears that the
industry has been split into four. However,
the boxes on the far right show other SICs
that also make up part of the four new
industries.

High tech SIC
from 1996 definition

NAICS identified
through concordance

Of these SICs, some were formerly
designated high technology (those shaded
grey) and some were not. Therefore only
NAICS 334220 can definitely be deemed
high tech on the basis of how industries
were defined in the past. The remaining
three NAICS industries may or may not be
properly deemed high tech. More refined
methods are needed to make the
determination. Some  such  methods
implemented by BC STATS are described on
the following page.

3352 - Electronic Parts
and Components Industry

A\ 4

334220 - Radio and
Television Broadcasting and
Wireless Communications
Equipment Manufacturing

and Other Electronic

1 335990 - All Other

334410 - Semiconductor

Component Manufacturing

Component Manufacturing

336320 - Motor Vehicle
Electrical and Electronic

1
|
|
1
1
1
1
|

—> . ;
! Electrical Equipment and
1
1
1
1
:

—>
1
E Equipment Manufacturing
1
1

D High tech NAICS
E_": May not be high tech

SICs included
in each NAICS
- 3351 3359
H 3352
: - 3352 3399
54_
L 3361
I r 3199 3359 3379
—
! -1 3352 3372 3399
i - 3211 3252 3391 5529
I
' H 3251 3352 3399

D High tech SIC*

|:| Not a high tech SIC*
*from 1996 SIC-based definition
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The Fifteen Methods

As outlined in the Introduction, there is no
definite way to identify which industries
should be included in the high technology
sector. However there are some general
principles of what is important, and these in
turn can guide specific calculations or
methods. BC STATS has implemented
fifteen detailed sets of calculations under
the banner of four principles. This work is
summarized below in a few sentences for
each principle. A detailed methodology
paper will be made available on the BC
STATS web site during the month of August.

Concordance

Concordance methods start with SIC
industries that were deemed to be high
technology by BC STATS in the past. They
then identify the NAICS codes that are
related to these SICs. To implement this,
BC Stats tracked each individual firm in the
high tech SICs and determined what NAICS
coding they had subsequently received from
the Business Register Division of Statistics
Canada.

Commodity Lists

The commodity list approach examines
commodity outputs to identify high
technology manufacturing industries. This
approach begins by identifying a list of
commodities, which contain significant
research and development and represent
the leading edge of progress in their field.
The industries that produced these
commodities may be identified as high
technology industries, depending on how
significant the high technology products are
in relation to the total shipments of the
industry.

Research Activities

This is the principle that high technology
involves high levels of research and
development. The implementation uses data
collected for the  2000/2001 BC
Manufacturers’ Directory” (BCMD).
Respondents were asked about the
proportion of scientists and engineers
(%S&E) and the proportion of total sales
spent on research and development
(Y%R&D) within their firms.

Company Lists

Various companies and organizations in the
province produce listings of companies in
the high technology sector. While the criteria
for inclusion in these lists may vary, they
often reflect widely held opinions from the
community at large. The methods was
implemented by obtaining lists from
Business in Vancouver, from Techwest, and
from the Centre for Policy Research on
Science and Technology at Simon Fraser
University. The firms on these lists were
coded according to NAICS, and those codes
that figured most prominently were identified
as high tech sector candidates.

High Tech Election

Each of the four principles was supported by
at least two distinct calculation methods. For
example, under Company Lists each of the
three lists examined produced a separate
set of NAICS codes that are candidates for
inclusion in the high technology sector
definition. In total, fifteen separate lists of
NAICS candidates were produced under the
four principles. Naturally, these lists tend to
overlap, with certain NAICS codes being

* BC Manufacturers’ Directory is complied by BC Stats
(http://lwww.made-in-bc.ca/)

BC Stats, Box 9410 Stn Prov Gowt, Victoria, BC V8W 9V1
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referenced repeatedly. However, the lists
are not always in total agreement.

The solution was to hold a simple “election”
of the NAICS codes, on the basis of “one list
— one vote”. Tphose NAICS codes that
received more than 50% of the possible
“votes” were added to the high technology
sector definition. This resulted in a definition
comprised of 24 NAICS codes. Of these, six
had only the minimum requirement of 50%
of possible votes, while one (Software
Publishers) was selected by all of the
relevant methods.

The Preliminary List

The preliminary list of high technology
NAICS industries is presented below,
together with the number of methods that
agreed on the inclusion of each industry.

Perhaps as interesting is the list of
industries that were not included, because
the list is certainly not final. It was obtained
by a series of possibly arbitrary calculations,
and now requires some “sober second
thought”. For example, it includes some
wholesalers and retailers, which are
categories not considered for inclusion
previously. And it includes some types of
diagnostic laboratories, while excluding
others. Readers are invited to consult the
detailed methodology paper, and to submit
comments on both the inclusions and
exclusions. Final results will be published
later in the year. This will help ensure a
strong foundation for measurements of the
high technology sector over the coming
decade or longer.

i i hare of

NAI CS In.dusFrles Proposed for nglgsmn iozsfbfe
in High Tech Sector Definition votes

511210 [Software Publishers 100%
334512 [Measuring, Medical and Controlling Devices Manufacturing 87%
334210 |[Telephone Apparatus Manufacturing 80%
334410 |[Semiconductor and Other Electronic Component Manufacturing 80%
334511 [Navigational and Guidance Instruments Manufacturing 80%
335990 |All Other Electrical Equipment and Component Manufacturing 80%
417320 [Electronic Components, Navigational and Communications Equipment and Supplies 75%
541710 |[Research and Development in the Physical, Engineering and Life Sciences 75%
541510 [Computer Systems Design and Related Services 75%
334110 [Computer and Peripheral Equipment Manufacturing 73%
334220 |[Radio and Television Broadcasting and Wireless Communications Equipment Manufacturing 73%
335315 |Switchgear and Switchboard, and Relay and Industrial Control Apparatus Manufacturing 67%
325410 [Pharmaceutical and Medicine Manufacturing 67%
336410 |Aerospace Product and Parts Manufacturing 67%
334290 |Other Communications Equipment Manufacturing 60%
339110 [Medical Equipment and Supplies Manufacturing 53%
334310 [Audio and Video Equipment Manufacturing 53%
335920 [Communication and Energy Wire and Cable Manufacturing 53%
514210 |Data Processing Services 50%
541620 |[Environmental Consulting Services 50%
417310 [Computer, Computer Peripheral and Pre-Packaged Software Wholesaler-Distributors 50%
443120 [Computer and Software Stores 50%
541330 |[Engineering Services 50%
621510 [|Medical and Diagnostic Laboratories 50%

BC Stats, Box 9410 Stn Prov Govt, Victoria, BC V8W 9V1
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BC Economic Accounts
Now Available Electronically!

The diskette version of the British Co-
lumbia Economic Accounts (covering
the period from 1961 to 1999) is now
available. Included in this diskette are
annual and quarterly, raw and season-
ally adjusted, estimates of all compo-
nents of the income and expenditure
accounts.

For more information, or to order your
copy of the diskette, contact Kris Ovens
at (250) 387-0359.

POPULATION (thousands) | % change on
Apr 1/01 | one year ago
BC 4,087.2 0.8
Canada 30,949.9 0.9
GDP and INCOME | % change on
(BC - at market prices) 1999 | one year ago
Gross Domestic Product (GDP) ($ millions) 118,783 4.2
GDP ($ 1992 millions) 104,323 21
GDP ($ 1992 per Capita) 25,899 1.3
Personal Disposable Income ($ 1992 per Capita) 16,700 0.0
TRADE  ($ millions) |
Manufacturing Shipments (seas. adj.) Jul 2,880 -5.4
Merchandise Exports (raw) Jul 2,656 -2.7
Retail Sales (seasonally adjusted) Jul 3,169 5.7
CONSUMER PRICE INDEX | % change on
(all items - 1992=100) Aug '01 | one year ago
BC 116.1 1.8
Canada 1171 2.8
LABOUR FORCE (thousands) | % change on
(seasonally adjusted) Aug '01 | one year ago
Labour Force - BC 2,100 -0.5
Employed -BC 1,935 -0.6
Unemployed - BC 165 0.3
Aug '00
Unemployment Rate - BC (percent) 7.9 7.8
Unemployment Rate - Canada (percent) 7.2 7.1
INTEREST RATES (percent) | Sep 19/01 Sep 20/00
Prime Business Rate 5.25 7.50
Conventional Mortgages - 1 year 5.45 7.90
- 5 year 7.15 8.25
US/CANADA EXCHANGE RATE | Sep 19/01 Sep 20/00
(avg. noon spot rate) Cdn $ 1.5713 1.4830
US $ (reciprocal of the closing rate) 0.6372 0.6740
AVERAGE WEEKLY WAGE RATE | % change on
(industrial aggregate - dollars) Aug '01 | one year ago
BC 642.30 -0.1
Canada 636.27 2.7
SOURCES:
Population, Gross Domestic Product, Trade, } Statistics
Prices, Labour Force, Wage Rate Canada

Interest Rates, Exchange Rates: Bank of Canada Weekly Financial Statistics

For latest Weekly Financial Statistics see www.bankofcanada.ca

Released this week by BC STATS
- Consumer Price Index, August 2001

Next week

- Exports, July 2001

- Small business Quarterly, 1% Quarter 2001
- Migration Highlights, 2™ Quarter 2001

- Business Indicators, September 2001

- Current Statistics, September 2001
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