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Inflation rate rises to 1.9%, boosted by higher prices for most commodities
- Retail sales advance 0.3%, but BC continues to lag behind the national average
- Children born in BC have highest life expectancy in the country

Prices

- British Columbia’s year-over-year inflation
rate (as measured by the change in the all-
items Consumer Price Index) rose to 1.9% in
August. Consumer prices were up more or less
across the board. Clothing and footwear (-1.0%)
was the only exception. The cost of health and
personal care products and services edged up
(+0.4%), but increases in other categories were
significantly higher. Consumers paid more for
household services, furnishings and supplies
(+1.2%), shelter (+1.8%), food (+2.0%), recrea-
tion, education and reading (+2.0%) and alcohol
and tobacco products (+4.9%).

Energy prices began to climb again (+8.1%) in
August, after showing signs of stabilizing earlier
in the summer. The cost of piped gas (+16.0%),
fuel oil (+13.3%) and gasoline (+12.2%) shot up
at the end of the summer, pushing up the in-
dexes for transportation and shelter costs. Ex-
cluding energy, BC’s inflation rate would have
been 1.4% in August. The CPI also continues to
show the effect of higher tobacco prices, which
have increased more than 50% since 1992. Van-
couver’s inflation rate was 1.8% in August.
Prices in Victoria rose 1.9%.  Source: Statistics Canada

- For the first time in more than a year, BC’s in-
flation rate was about the same as the Cana-
dian average (+2.0%). Residents of Manitoba
(+0.9%), Ontario (+1.7%) and Quebec (+1.8%)
saw smaller increases in the overall price level,
as did those in the Territories. Inflation rates in
the rest of Canada ranged from 1.9% in Sas-
katchewan to 4.0% in Alberta.

The Canadian inflation rate was also boosted by
energy costs (+7.6%). However, the main pres-
sure on energy prices at the national level came
from piped gas (+51.4%). Drivers faced much
more modest increases (+6.3%) at the pump,

and households paid 10.5% more for fuel oil.
Auto insurance premiums (+21.8%, triple BC’s
7.3% increase) also drove the advance in the Ca-
nadian CPI.

Source: Statistics Canada

The Economy

- Sales by retailers in the province continued to

advance (+0.3%, seasonally adjusted) in July,
boosted by purchases of big-ticket items such
as vehicles and furniture. Gas station and drug
store sales were also strong in July, but other re-
tailers had a slow month. Canadian retailers as a
whole did better than their counterparts in this
province, as they have for most of the last eight
months. Sales were up 0.8% nationally, with
strong gains recorded in Alberta (+2.1%), On-

tario (+1.1%) and most of Atlantic Canada.
Source: Statistics Canada

- Production at BC sawmills and planing mills

was 1.9% lower this July than in the same
month last year. Both Coastal (-7.0%) and Inte-
rior (-0.6%) mills cut back their output. How-
ever, shipments rose 4.4%. Canadian lumber
production edged down 0.3%. Mills in BC, On-
tario (-2.1%), New Brunswick (-3.9%) and Nova
Scotia (-12.0%) all slowed down their produc-
tion. Source: SC, Catalogue 35-003-XIB

- Restaurant, caterer and tavern receipts in the

province posted their strongest monthly gain
(+2.8%, seasonally adjusted) since late last year
in July. Food services and drinking establish-
ments both took in 2.8% more earnings than in
June. Canadian receipts rose a more modest
0.7%. Source: Statistics Canada & BC STATS

High-Speed Access to the Internet

- Sixty-one percent of British Columbia house-

holds who regularly use the Internet subscribe
to high-speed (broadband) services, more than
in any other region. Nationally, less than half
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Did you know...
Sixty-five percent of BC women aged 50 to 69 in 2000/01 reported having
had a mammogram in the past two years. The national average was 70%.

(49%) of regular Internet users use broadband
services. Usage rates are lowest in Atlantic Can-
ada (39%). Eighty-six percent of Canadians live
in communities where broadband access by ca-

ble or DSL networks is available.
Source: SC, Catalogue 56F0004MIE

- More than 3.1 million residential and business
subscribers in Canada used broadband Inter-
net services in June 2002. South Korea was the
only OECD country where per capita usage was
higher (19 subscribers for every 100 inhabitants,
compared to 10 in Canada). The average usage
rate for all OECD countries was 4. In the US,
there were 6 broadband subscribers for every
100 inhabitants. Source: SC, Catalogue 56F0004MIE

Life Expectancy at Birth

- Children born in BC during 2001 could expect
to live longer (80.6 years) than their compatri-
ots in other parts of the country. Life expec-
tancy was 83.1 years for girls, and 78.1 for boys
born in BC in 2001. Nationally, life expectancy at
birth reached a record high of 79.7. After BC,
Ontario (79.9) and Alberta (79.7) had the highest
life expectancies, while children born in Nuna-

vut (70.4) had the shortest life expectancy.source:
SC, The Daily

On the Move

- Canadians were more mobile in 2002 than in
the previous year, with 1.65 million of them
changing their residence during the twelve-
month period ending July 1 (up 9% from 1.51
million in 2000/01). A significant number
(290,000) moved to another province. Among
census metropolitan areas, Toronto (with a net
gain of 105,221 people, or 21.7 per 1,000 popula-
tion) and Calgary (+17,208, or 17.7 per 1,000)
stand out as the most popular destinations, fol-
lowed by Oshawa and Vancouver, which
gained 27,645 migrants (13.4 per 1,000). Victo-
ria’s population increased by 1,634 people (5.0

per 1,000) as a result of net migration.
Source: SC, The Daily

University Grads: The Earnings Gap

- A study of BC university graduates suggests
that those in applied fields (such as engineer-
ing or commerce) earn more than their coun-
terparts in sciences, humanities and social

sciences. Ten years after graduation, men who
completed their degree in commerce or engi-
neering between 1984 and 1986 earned an aver-
age of $69,286 annually, compared to $55,028 for
those who studied science, social sciences, or
humanities. However, the size of the gap does
not appear to be increasing. Source: SC, The Daily

Aboriginals Living Off Reserve

- Aboriginals living off reserve face ongoing

challenges, according to the 2001 Aboriginal
Peoples Survey. Although most (56%) Aborigi-
nals living off reserve said their health was ex-
cellent or very good, the percentage was
considerably lower than for the Canadian
population as a whole (65%, age-standardized).
Nearly half (45%) of Aboriginal adults reported
the presence of one or more chronic conditions.
Arthritis or rheumatism (19%, compared to 11%
for all Canadian adults), high blood pressure
(12%, compared to 9%) and asthma (12%, com-
pared to 10%) were the most common prob-
lems. Diabetes rates were also considerably
higher (8%, compared to 3%) than the Canadian
average. Inuit living in the Arctic also cited con-
cerns about water quality, with just over a third
(34%) reporting contamination at some point
during the year. Source: SC, The Daily

The Nation

- Canada’s national net worth (the value of all

non-financial assets less foreign liabilities) in-
creased to $3.9 trillion, or $121,900 per person,
at the end of the second quarter. The increase
came as the value of Canadian assets rose faster
than our growing foreign debt. source: SC, The Daily

- Canada’s international investment position

deteriorated in the second quarter, as a strong
Canadian dollar depressed the value of Cana-
dian assets abroad. The nation’s net liability to
foreign residents reached a three-year high of
$227.4 billion at the end of June. Almost all
($61.0 billion) of the $61.8 billion decline in the
value of international assets (most of which are
in US dollars) was due to a soaring loonie.
Source: SC, The Daily
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Regional Outlook—North Coast

If only a single piece of information regarding the
economic future of a region were available, the first
choice of most planners would likely be accurate
population forecasts. Nothing is as fundamental to
economic activity than the size and make up of the
population. To this end, BC Stats maintains a
program of  population projections for regions
within the province.

The method of projecting population requires
separate forecasts of each of the components of
population change, namely fertility, mortality and
migration. We monitor and weigh planned or
foreseen economic events that may give rise to in-
migration or out-migration of population. An
analysis of these events and their likelihood form the
basis for a set of migration assumptions for the
demographic model. When the collections of such
information are organized by region and theme it is
possible to build a 'bottom-up' picture of events that
may shape a region's future. The report that follows
is the second in a series of regional outlooks.

Overview

Boom and bust cycles have influenced activity
in the North Coast Region in the past, and
growth appears to be on the horizon. Off shore
oil, coal, and other resources, many destined to
China, as well as increasing demand for
electrical power for North American markets,
will likely influence activity in the region in the
short-term and into the future.

Demographics

Although a portion of mainland North Coast is
exposed to the Pacific Ocean, the area north of
parallel 540 40 lays inland behind the Alaskan
panhandle, thereby concentrating human
population and activity in the southern portion
of the region. Between 1996 and 2001, the
population dropped by 8.5% from 68,413 to
62,570 as a result of out-migration. Most of the
movers were young working families. As the
population aged, fertility declined. This, coupled
with the fact that younger persons and families
moved out of the region, resulted in a drop in
the number of people under the age of 45, while
those over 65 increased. Consequently,
enrolment in schools in the region has been
dropping, resulting in many school closures and
teacher layoffs. Housing prices have also
declined, in some cases more than 50% since the
highs of 1996. As people moved out, the vacancy
rate has risen; in Terrace the vacancy rate rose to
over 40%. Due to the population drop, electoral
jurisdictions are being adjusted. The federal
electoral boundaries are being changed to
increase the riding size, and as well Regional
District representation is being adjusted.

However, as the overall population declined, the
aboriginal population grew. In Terrace, those
identifying themselves as aboriginal grew by 37
per cent between 1996 and 2001 to over 3,000
while the numbers dropped slightly in Prince
Rupert. Higher than provincial average fertility
rates combined with some in-migration,
particularly from Vancouver, have contributed
to the growth. This trend in Aboriginal
population has helped to reduce the impacts
of overall population decline in the region,
benefiting businesses especially in the Terrace
area.
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North Coast Development Region
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Employment

Unemployment for the region has been over
10% since 2000, and is currently around 10.9%
having been as high as 16.1% in May 2002.
Economic difficulties began in 1996 resulting in
out-migration particularly of working families,
with many moving to Alberta. For some people,
an alternative to moving has been retraining.
Unfortunately, the federal job re-training
program, although expanded, could not
accommodate the growing number of people
interested in upgrading skills leading to 160
applicants being rejected in September 2002.

The Nisga’a land agreement has been cited as
having improved employment as well as
bolstering business in the area. Infrastructure
development is currently a priority in the Nass
Valley. The largest export from Nisga’a in 2002
was pine mushrooms. Nearly 30,000 kg were
harvested with a value of over $1.3 million.

Transportation

There was a decrease of 12% in port traffic out of
Prince Rupert for the fourth quarter of 2002
relative to 2001. This was primarily due to the
closure of the Quintette coal mine in the Peace
River area but also because ocean -carrier
services for some pulp customers has decreased.
Coal exports should increase with the opening
of the new Wolverine and Brazion mines in
Northeastern BC. Western grain shipments have
suffered as production dropped due to drought;
however, grain production in the Peace Region
was good in 2002 and a strike at the Vancouver
terminals meant more volume for Prince Rupert.

Efforts are being made to develop a container
port so that northern products do not have to go
through Vancouver to get to international
markets. An increasing number of commodities
now move via containers including grain and
pulp. In addition to Prince Rupert, Kitimat is
also interested in attracting a container port. In
an attempt to make BC ports more competitive
with U.S. ports, proposals are being made to
reduce relatively high industrial taxes set by
municipal governments.

BC Stats, Box 9410 Stn Prov Govt, Victoria, BC V8W 9V1
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Population Estimates, North Coast DR, 1976—-2002
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Other potential port activity may include a tank
farm in Prince Rupert to handle 400,000 barrels
of bitumen a day delivered via a pipeline from
Northern Alberta. When completed, the 30 inch,
1,250 km project proposed by Enbridge
Pipelines Inc. is estimated to cost approximately
$1.5 billion. A new resource road to the Kemess
mine, 450 km north west of Prince George, is
also being considered. Over $50 million in roads
continue to be built throughout the region. In
early December 2002, the more than 300
residents of Kincolith were connected to the
road network for the first time. The city of
Prince Rupert has been actively promoting $1.3
million in bridge work to connect local
communities.

Fisheries

Only a few fin fish farms are located along the
coast, all near Jackson Passage, and as many
shell fish farms are more widely dispersed. Due
to agreements with the UN on fish stock
conservation, the commercial sockeye catch is to
be lowered to 40 per cent below its traditional
level for the next 20 years. As well, the federal
government is planning to reduce funding to

1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

hatcheries for the Pacific Region by
approximately $21 million. In the meantime,
plans are being made to increase the number of
fish farms in the region. Other economic
activities being actively promoted include seal
hunting. The local member of parliament has
asked Ottawa to allow a similar hunt as that
taking place on the Atlantic coast. There, 350,000
seals are killed annually.

Forestry

The Annual Allowable Cut (AAC) continues to
be reduced. The Kispiox timber supply area
AAC has dropped to 977,000 cubic meters,
down 11% as of January 1, 2003. The North
Coast TSA cut has been lowered to 546,624
cubic meters as of July 3, 2002, down 5%, while
the Kalum (July 15, 2003) and Queen Charlotte
TSAs (April 30, 2003) remain unchanged. Talks
continue between the Haida Nation and the
Ministry of Forests on whether to increase the
AAC for part of Moresby Island by 12%. As a
result of the dropping AAC and international
trade restriction, forestry activity has been
slowing. However, the growing demand for
pulp, particularly in China, has resulted in an

BC Stats, Box 9410 Stn Prov Govt, Victoria, BC V8W 9V1
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Labour force estimates, North Coast/Nechako Economic Region, 1995 to 2002

1995 1996 1997 1998 1999 2000 2001 2002
Labour force 534 561 570 524 512 529 532 530
Employment 491 519 518 474 467 475 474 463
Full-time employment 405 418 422 382 374 363 368 357
Part-time employment 85 101 9.6 9.1 93 113 106 10.6
Unemployment 44 42 52 5.0 45 5.4 5.8 6.7
Not in labour force 21.0 198 196 236 239 216 211 213
Unemployment rate 8.2 7.5 9.1 9.5 88 102 109 126
Participation rate 717 739 744 689 682 709 716 713
Employment rate 659 684 676 624 622 637 638 623
increase in prices since the lows of 2002. At Energy

Eurocan, in Kitimat, the Communications
Energy and Paperworkers local 298 went on
strike in May. Consequently, 60 employees of
West Fraser's sawmill in Terrace were
temporarily laid off in June due to a lack of fibre.

Rising pulp prices may provide New Skeena,
formerly Skeena Cellulose, an improved
opportunity to restart operations at its Watson
Island pulp mill. The owners, NWBC Timber
and Pulp Ltd., have been trying to reduce costs
and acquire capital before reopening the mill.
Workers have been offered a 20% wage
reduction as well as reduced benefits but have
been reluctant to reach a deal. Recently, the
citizens of Prince Rupert voted 70% in favour of
spending $20 million to buy the pulp mill given
that certain conditions are met. In order to help
stimulate logging activity in the region, where
timber quality is poor and logging conditions
are difficult and expensive, an order in council
was made available to all tenure holders in the
North Coast, Kalum and Kispiox Forest Districts
allowing 35% of the logs to be exported.

Alcan Aluminium was ordered to honour its
commitment to pay $100 million to BC Hydro in
January, even though Enron, due to bankruptcy,
could not pay Alcan for the electricity generated
in Kitimat. With the price of aluminium not
expected to rise in the near future, particularly
given the increased output from China and low
world GDP, Alcan is looking to increase power
sales. The $50/mw offered by BC Hydro makes
electrical sales more attractive than producing
aluminium. Plans have been proposed to
upgrade the Kitimat smelter, increasing
capacity, reducing the work force, and allowing
more power to be sold. Estimates have been
made that the 6,000 direct, indirect, and induced
jobs could drop below 3,000. Local town
councils have proposed to apply taxes if Alcan
shifts its wealth generating activity; the power
generating facilities are not presently taxed. One
of the difficulties in levying taxes is that some of
the water ways that may be used to generate
saleable electricity now belong to Alcan having
been signed over in the 1997 Kemano
cancellation settlement. Alcan may soon acquire
Pechiney SA, the company responsible for
improving productivity at its multibillion-dollar
smelter in Alma, Quebec. This move, along with

BC Stats, Box 9410 Stn Prov Govt, Victoria, BC V8W 9V1
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the present conditions, would appear to increase
the likelihood of changes to the aluminium
facilities.

In order to meet increasing demand for electrical
energy, BC Hydro has been actively seeking
independent power producers. A $15 million,
160 megawatt wood residue burning facility at
Eurocan in Kitimat has been approved. In
March, Nai Kun Wind Development Inc.
received an exploration permit to test the
ground under the water near Masset, between
Haida Gwaii and Prince Rupert. When built, the
$1000 million wind farm would generate 700
megawatts of electricity without the 800,000 tons
per year of emissions that would result from
hydro carbon burning. Construction could begin
in 2005. In April, the Premier Power
Corporation received approval from BC Hydro
to have the Long Lake Hydro Project near
Stewart provide 83.2 mw of electricity to the
grid. The Forrest Kerr Water Power Project has
been accepted for consideration as a green
power provider. This ‘run of the river’ facility
would have a 100 mw capacity, and generate
633 gigawatt-hours annually. Other run of the
river projects seeking approval are the dormant
Anyox and Kitsault dams near Alice Arm.

Off-shore oil

The moratorium over off-shore drilling was
imposed in the 1970’s due to the rising concerns
over possible adverse effects on the
environment. Tests done in the area show that
there are potentially large reserves off-shore.
The resumption of drilling could result in
increased economic activity and population in
west coast communities from Prince Rupert to
Port Renfrew. However, before the go ahead is
given, issues of jurisdiction between the
provincial and federal governments must be
addressed as well as Aboriginal land claims. A
$6 million federal study is being conducted to
examine environmental impacts and the
regulatory regime. As well, the University of

Northern BC has developed a program to
organize a database of information about oil and
gas development that is accessible to the public
and to create a community liaison network.
According to the provincial government's
Scientific Review Panel "there is no inherent or
fundamental inadequacy of the science of
technology, properly applied in an appropriate
regulatory framework, to justify retention of the
BC moratorium" on off-shore oil and gas
drilling. It is estimated that the moratorium will
not be lifted for five years. A report co-produced
by the Maritime Awards Society of Canada and
BCIT (March 2001) indicates the value of off-
shore reserves at 150,000 million barrels of oil
and 6 trillion cubic feet of natural gas worth tens
of billions of dollars. Recently, a legal team has
been put together to address potential issues
and suggestions to set up marine parks in the
area have been put forward.

Summary

Increasing demand for pulp will help that
industry, even though forestry activity will
likely continue to slow as the AAC is reduced
and world wood supply remains high.
Reductions in wild fish quotas will likely be
replaced by increases in fin fish farms but not
until environmental issues have been addressed.
Increasing energy demands worldwide will
likely increase exports of electricity as well as
oil, gas, and coal through, and out of, the region.
Therefore, Prince Rupert’s port activity should
increase marginally in the long term after
continued declines in the short term. New
energy generation facilities will likely result in
increased construction activity mitigating some
of the out-migration due to the current
weakness in the resource sector. As a result, the
overall population should continue to decline
for the short term, although at a reduced rate,
with an increase expected to begin in 2005-2006.

For more region information see
http:/ /www .regionalindex.gov.bc.ca
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British Columbia Provincial
Economic Multipliers

and How to Use Them
Author: Garry Horne, April 2003

37 pages

A clear and concise introduction to the
subject . . . strongly recommended.

“. .. as government requires its pro-
grams to become more accountable
for results, those programs that claim
to produce economic benefits will
need to establish them.”

For the first time this report is based on
the North American Industry Classifica-
tion System (NAICS). Available through
our WebStore for $75 plus GST.

View the table of contents and introduc-
tion at the link below:

www.bcstats.gov.bc.ca/pubs/pr_pem.htm

For latest Weekly Financial Statistics see www.bankofcanada.ca

POPULATION (thousands) | % change on
Jul 1/03 | one year ago
BC 4,146.6 0.8
Canada 31,629.7 0.9
GDP and INCOME % change on
(BC - at market prices) 2002 prelim.| one year ago
Gross Domestic Product (GDP) ($ millions) 134,365 2.7
GDP ($ 1997 millions) 126,141 1.8
GDP ($ 1997 per Capita) 30,459 0.8
Personal Disposable Income ($ 1997 per Capita) 19,445 -0.2
- . % change on
TRADE ($ millions, seasonally adjusted) 0 g
prev. month
Manufacturing Shipments - Jul 2,718 1.0
Merchandise Exports - Jul 2,544 -2.0
Retail Sales - Jul 3,409 0.3
CONSUMER PRICE INDEX | 12-month avg
(all items - 1992=100) Aug '03 % change
BC 120.9 2.5
Canada 122.5 3.3
LABOUR FORCE (thousands) | % change on
(seasonally adjusted) Aug '03 | prev. month
Labour Force - BC 2,216 0.5
Employed -BC 2,023 0.3
Unemployed - BC 193 1.7
Jul '03
Unemployment Rate - BC (percent) 8.7 8.6
Unemployment Rate - Canada (percent) 8.0 7.8
INTEREST RATES (percent) | Sep 24/03 Sep 25/02
Prime Business Rate 4.50 4.50
Conventional Mortgages - 1 year 4.55 5.30
- 5 year 6.30 6.70
US/CANADA EXCHANGE RATE | | Sep 24/03 Sep 25/02
(avg. noon spot rate) Cdn $ 1.3543 1.5810
US $ (reciprocal of the closing rate) 0.7410 0.6330
AVERAGE WEEKLY WAGE RATE | % change on
(industrial aggregate - dollars) Aug '03 | one year ago
BC 687.38 29
Canada 666.46 2.2
SOURCES:
Population, Gross Domestic Product, Trade, Statistics
Prices, Labour Force, Wage Rate Canada

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

Released this week by BC STATS
- Business Indicators, September 2003

Next week
- Current Statistics, September 2003
- Small Business Quarterly, 2 Quarter 2003
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