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 Private & public sector investment expected to increase 8.2% this year

* BC’s inflation rate edges up to 2.3% in January

* Retail sales up 7.0% in 2004; farm receipts rise 4.8%

Private & Public Investment Intentions

* Private and public sector establishments in
the province plan to increase their spending
on machinery, equipment and structures 8.2%
(to $31.5 billion) during 2005. Spending on
both structures (+8.5%, to $21.4 billion) and
machinery & equipment (+7.5%, to $10.1 bil-
lion) is expected to rise substantially during the
year. However, the housing boom in the prov-
ince is forecast to slow. It is anticipated that in-
vestment in residential housing projects will
advance 6.3% this year, about a quarter as
much as in 2004. This would mark the first
time since 2001 that housing investment has in-
creased less than 18%.

Public sector spending on fixed capital is fore-
cast to rise 12.6%, with private sector estab-
lishments projecting a smaller (+7.2%) increase.
Private sector investment typically accounts for
about over 80% of total investment in BC.

Among industries, wood manufacturers plan
to more than double (+121.0%) their capital
spending this year, mainly on purchases of
machinery & equipment. BC's paper industry
expects to invest 29.3% more this year, while

food manufacturers anticipate a 32.1% increase.
Data Source: Statistics Canada

Northwest Territories (+36.4%) is forecast to
lead the regions in terms of capital expendi-
tures during 2005. Saskatchewan (+12.6%) and
PEI (+10.5%) are the only other regions where
investment is expected to increase more than in
BC. Nationally, private and public sector estab-
lishments expect to spend 6.0% more than in
2003. Both Ontario (+5.9%) and Quebec (+2.2%)
are forecast to see below-average growth in
spending on machinery, equipment and struc-
tures. Data Source: Statistics Canada

Prices
* BC’s year-over-year inflation rate edged up to
2.3% in January, 0.1 percentage points higher
than in December. The modest increase in the
Consumer Price Index (CPI) was partly due to
higher shelter costs (+2.7%) and clothing &
footwear prices (+2.7%).

Energy prices were up 8.3% in January, and
this continued to be a major factor in price in-
creases for transportation (+4.2%) and shelter.
The cost of transportation rose more than any
other major commodity group during the 12-
month period ending in January, largely be-
cause of an 11.5% increase in prices at the
pump.

The CPI excluding energy was up just 1.9%.
The cost of health & personal care products
and services rose 2.5% in January, but house-
hold operations & furnishings cost 0.1% less
than they did a year earlier.

Vancouver’s inflation rate was 2.5% in January,
up 0.4 percentage points from December. In

Victoria, the inflation rate was also 2.5%.
Data Source: Statistics Canada

» The Canadian inflation rate was 2.0% in Janu-
ary, with all but two provinces posting in-
creases of at least two percent. Alberta (+1.5%)
and Ontario (+1.6%) had the lowest inflation
rates in the country, while residents of NWT
(+3.1%) saw prices increase the most.

Data Source: Statistics Canada
The Economy

* BC retailers had a better month in December,
with sales rising 0.7% (seasonally adjusted)
after dipping in November (-1.4%). The im-
provement in sales was widespread through-
out the economy, with retailers of home
electronics & appliance products, supermar-
kets, and gasoline stations seeing particularly
strong growth.

Public sector employment




Did you know...

The skies above BC were not as congested last year. There were only 247 UFO sightings
reported in 2004, down from 304 in 2003. It seems that more aliens are focussing on
Ontario, where 254 mysterious flying objects were reported. However, Vancouver
maintained its ranking as the Canadian city with the largest number of sightings (80).

In the rest of the country, sales were weak in
December, as shoppers kept the lid on their
Christmas spending. Canadian retail sales were
off 1.4%. Newfoundland (+0.9%) and BC were
the only provinces where sales increased. Re-
tailers in Quebec (-3.7%), Nova Scotia (-2.6%),

and Alberta (-2.1%) posted the biggest declines.
Data Source: Statistics Canada & BC Stats

The number of regular Employment Insur-
ance (EI) recipients in BC edged down 0.5%
(seasonally adjusted) to 55,380 in December.
Nationally, the number of regular EI beneficiar-
ies was up 0.2% , to 515,760.Duta Source: Statistics Canada

Agriculture

Cash receipts from farming operations in the
province were 17.5% higher in the fourth
quarter of 2004 than in the same period of
2003. The improvement in farm receipts was
partly due to program payments, but also re-
flected a turnaround in livestock receipts
(+8.9%), which rose for the first time in a year
as the receipts of cattle and poultry producers
improved. Crop receipts were up 3.7%.

Data Source: Statistics Canada

2004 in Review

Sales by retailers in the province advanced
7.0% during 2004, posting the strongest gain
since 1995. Retail sales had been increasing at
about six percent a year since 2000, except for
2003, when they were up 2.6%. The strong
growth reflected robust sales by furniture
(+20.8%) and home furnishing (+17.3%) stores,
home centres & hardware stores (+17.5%), and
specialized building materials & garden stores
(+12.8%). This was partly the result of a hot real
estate market in BC, which stimulated spend-
ing on household furnishings and fixtures.

Price increases helped boost sales at gas sta-
tions (+10.1%), while home electronics & appli-
ance stores (+12.7%) also sold significantly
more than in 2003. Supermarkets posted a
more modest gain of 5.9%. Sales by new car
dealers edged down (-0.4%) as some price-
conscious consumers shifted away from pur-
chases of larger and more expensive, but less
fuel-efficient vehicles, and partly because of

lower consumer demand for new vehicles.
Computer & software stores took the biggest
hit (-17.5%) in 2004.

Data Source: Statistics Canada

Farm cash receipts in the province rose 4.7%
during 2004. Despite indications that a slump
in the province’s cattle industry may be near-
ing an end (receipts were down just 4.0% last
year, compared to declines of 32.2% and 10.8%,
respectively, in 2003 and 2002), total livestock
sales fell 6.7%. Chicken farmers saw receipts
plunge 16.5%, while egg producers recorded a
35.1% decline, following an avian flu outbreak
in the Fraser Valley. Crop receipts were up
4.6%. Farmers in the Prairies, who had been
hammered by back to back droughts in 2001
and 2002, followed by the mad cow issue in
2003, finally had some good news. Receipts
were up in all three provinces, with Alberta
(+16.0%) posting the biggest increase in the

country . Data Source: Statistics Canada

Liquor sales in BC reached $2.6 billion in
2004, up 7.4% from the year before. Sales were
up for most product types. Wine (+11.3%)
showed the strongest growth, followed by beer
(+6.9%) and spirits (+5.5%). Beer accounted for
44% of all sales in 2004, with wine (25%) and
spirits (26%) each accounting for about a quar-

ter of the total.  Data Source: BC Liguor Distribution Branch

The Nation
Canadian corporations earned record-high
operating profits of $204.5 billion during
2004, up 18.8% over 2003 levels. Nearly a quar-
ter of these profits originated in the manufac-
turing sector, which earned $49.0 billion. Wood
and paper manufacturers had their most prof-
itable year since 2000. The upturn was partly
related to the construction boom in North
America, which has boosted the demand for
lumber. The mining sector continued to soar,
with profits of oil & gas extraction companies
rising to $21.6 billion, while metal prices drove
up the profits of metal mining companies to
$39 billion. Data Source: Statistics Canada
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What’s been happening to public sector employment?

Much attention has been focussed on down-
sizing that has taken place in the public sector
during the last one-and-a-half decades, but
how significant was the change that occurred?
Data from Statistics Canada suggests that
there have indeed been substantial adjust-
ments to the public sector workforce since the
early 1990s. However, the extent to which the
workforce is shrinking varies within the pub-
lic sector.!

During the first nine months of 2004, total
public sector employment in the province—
including workers at federal, provincial and
local government ministries and agencies, as
well as those employed in public institutions
and crown corporations—averaged 368,564,
or 0.8% more than the average for 2003. Since
1990, the number of people working in BC’s
public sector has increased 15%.

Public sector employment has increased 15%
since 1990...
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L An explanation of how the public sector is defined is
included in the appendix.

...about half as much as total employment and
population growth over the same period
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Between 1990 and 2004, total employment? in
the province rose 27%, and the population
expanded 28%. This suggests that most of the
job gains during the last decade and a half
have been in the private sector or self-
employed, as total employment growth was
more than double the increase in the size of
the public sector. BC’s population also ex-
panded substantially more than total public
sector employment, and as a result the public
sector employment rate (number employed
per 1,000 population) fell from 97.0 to 87.8.
The public sector still remains a significant
employer in British Columbia, with about
17% of the province’s 2.1 million-strong work-
force employed in the public sector.

2 Public sector employment figures are those reported
by the Public Institutions Division (PID) of Statistics
Canada. Total employment is from the Labour Force
Survey (LFS). LFS estimates of public sector
employment differ from the PID data in part because
they are based on a household survey. The PID data is
obtained from administrative records and more closely
reflects actual employment counts at public sector
organizations.

BC Stats, Box 9410 Stn Prov Gowt, Victoria, BC V8W 9V1

Tel: (250) 387-0327 Fax: (250) 387-0329 Web: www.bcstats.gov.bc.ca E-mail: bestats.infoline@gems6.gov.bc.ca
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Public institutions employing more

British Columbians

The overall growth in the number of public
sector workers masks divergent trends within
the sector. Looking at the components of the
public sector reveals that the job growth that
has occurred has been primarily concentrated
in health care, social services and educational
institutions.

Between 1990 and 2004, the total number of
people employed in these institutions nearly
doubled, rising from 32,500 to 60,400, and as a
result the employment rate in public institu-
tions edged up from 51.5 to 51.9. This was
primarily due to post-secondary institutions,
where the size of the workforce has bur-
geoned in recent years, partly because of in-
creases in capacity such as the establishment
of a new university in Prince George (the
University of Northern BC).

However, this does not explain all of the in-
crease in employment at post-secondary insti-
tutions (+86% since 1990). It is likely that
some of the job gains are the result of a shift
toward more part-time employment at these
facilities. The employment figures presented
in this article are simple job counts, so they do
not differentiate between full-time and part-
time workers. This means that a shift away
from hiring full-time employees to taking on
more part-time workers would show up as an
increase in the number of jobs, even if the to-
tal number of hours worked by all employees
was unchanged.

The total wage bill for post-secondary institu-
tions increased at about the same rate as the
number of jobs between 1990 and 2004. For the
economy (and the public sector) as a whole, the
wage bill grew roughly twice as fast as total
employment during this period, reflecting the
effect of increases in the remuneration of em-
ployees. The fact that employment and the
wage bill for post-secondary institutions have
both grown at about the same rate since 1990
suggests that there has been a decline in the av-
erage number of hours worked, which is consis-

tent with a shift toward more part-time em-
ployment in this sector.

More jobs at post-secondary institutions

Local school boards, on the other hand, have
been paring down their workforce in recent
years. There were an average of 69,490 school
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board employees in BC during the first nine
months of 2004. (Note that in the figure above,
the decline in school board employment in 2004
is exaggerated because only nine months of
data are available. School board employment
drops during the summer months when schools
are closed. However, school board employment
during the first nine months of 2004 was down
7.9% from the same period of 2003).

Employment at health and social service insti-
tutions has remained quite stable, advancing
just 12% between 1990 and 2004 (year-to-
date). Despite relatively slow job growth,
wages paid to workers in these institutions
have increased substantially, nearly doubling
over the last decade-and-a-half. This is well
above the average for all industries, even
though the number of people working at
these institutions has been substantially lower
than the average for the province as a whole.

BC Stats, Box 9410 Stn Prov Govt, Victoria, BC V8W 9V1
Tel: (250) 387-0327 Fax: (250) 387-0329 Web: www.bcstats.gov.bc.ca E-mail: bestats.infoline@gems6.gov.bc.ca
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Fewer federal and provincial government
employees, more people working for local
governments

What’s happening in the ranks of the civil ser-
vice? Among those directly employed by the
federal (-9%) and provincial (-12%) govern-
ments, there have been substantial job losses.
However, local governments have expanded
the number of people on their payroll by 34%.

Provincial general government employment
continues to shrink
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The reductions in the size of the civil service
stand out even more when they are normal-
ized by the size of the population. Between
1990 and 2004, the employment rate in the
federal government fell from 12.1 per 1,000
population to 8.7, while the provincial general
government employment rate slipped from
12.1 to 8.3. Local government jobs grew just
slightly faster than the overall population
rate, rising from 10.1 per 1,000 population to
10.6. While the federal government began
downsizing in the early 1990s, the reduction
in the ranks of the provincial civil service
were not significant until 2002, when the
province introduced programs to encourage
early retirement and voluntary departure
from the civil service, as well as implement-
ing cutbacks in some areas of government.
Ministries were given up to three years to im-

plement budget reductions, so some of the
changes resulting from the restructuring
would not have been fully felt until March
2004.

It was anticipated that these reductions in
employment could translate into substantial
budgetary savings, but that does not appear
to have transpired. Despite a substantial de-
cline in the number of provincial general gov-
ernment employees, and contracts that of-
fered little, if any increase in pay rates, the
total wage bill has grown by about two-thirds
since 1990. There are a number of reasons for
the increase, including adjustments to classifi-
cation levels for many provincial government
workers who were deemed to have been un-
der-rated. These adjustments were imple-
mented as part of a contractual commitment
by the government to address employment
equity issues. Incentives offered to departing
civil servants also put some pressure on the
wage bill, as those who accepted early-
retirement, or other severance packages re-
mained on the payroll for some time after
they stopped working.

Similar adjustments were made by the federal
government, and as a result the federal wage
bill increased significantly even though em-
ployment declined. In the local government,
the wage bill has increased about twice as
much as total employment since 1990.

The provincial government continues to un-
dergo restructuring, as the responsibility for
some services, such as computer support,
which were previously provided by direct
government employees, is being transferred
to private sector organizations. At the same
time, there is a serious effort to avoid duplica-
tion within the public sector, and it is hoped
that these efforts will result in cost savings
over the long-term. It is likely that provincial
government employment on a per capita basis
will continue to decline as more of these func-
tions are transferred to the private sector.

BC Stats, Box 9410 Stn Prov Govt, Victoria, BC V8W 9V1
Tel: (250) 387-0327 Fax: (250) 387-0329 Web: www.bcstats.gov.bc.ca E-mail: bestats.infoline@gems6.gov.bc.ca
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Crown corporations making less of a mark
Governments have been moving away from
providing services through crown corpora-
tions, and this can be clearly seen in the data
on crown corporation employment. In 1990,
some 36,940 people in BC worked for federal,
provincial and local crown corporations. By
2004, the number had fallen to 35,090. Most of
these workers are employed by provincial
crown corporations (26,630). Although federal
(8,310) and local (150) crown corporations are
less important employers in the province, the
decline in crown corporation employment is
mainly due to downsizing of federal crown
corporations. Employment at provincial
crowns, the biggest component within this
subsector, has increased since 1990, and the
total wage bill has changed only modestly.

Employment at federal crown corporations
has declined significantly
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BC now has the second-lowest public sector
employment rate in Canada

In the third quarter of 2004, the public sector
employment rate in British Columbia was the
second-lowest in the country (88 per 1,000
population), just barely higher than in Al-
berta, where the rate was 87.6. BC and Alberta
were the only provinces where the employ-
ment rate was below the national average
(89.6). Ontario’s employment rate has been
creeping up, and surpassed the Canadian av-
erage for the first time since 1997 in early
2004.

British Columbia and Ontario (both at 8.8)
have the lowest provincial general govern-
ment employment rates in the country. Com-
pared to the population, employment at BC
health and social service institutions (22.1
compared to a national average of 23.6) is
among the lowest in the country, but rela-
tively more British Columbians work at post-
secondary institutions (14.7, compare to 8.4
nationally).

A sea change in the public sector

There has been a sea change in the public sec-
tor in recent years, as both the federal and pro-
vincial governments have taken steps to re-
duce the size and impact of the public sector
on the economy. At the same time, a growing
and aging population is putting pressure on
the health care, social services and education
system, and some public sector institutions are
responding by taking on more workers, or by
changing the way they manage their demand
for labour (for instance, by hiring more part-
time people). Higher wages, especially at
health and social service institutions, have kept
the public sector wage bill on an upward
trend. Other wage pressures have come from
cost of living increases and job reclassifications.

Reducing the number of provincial govern-
ment jobs is a highly visible way of cutting
back on spending, but even large reductions
in staff levels can have only a limited effect on
the overall budgetary picture, since wages
make up a relatively small percentage of total

BC Stats, Box 9410 Stn Prov Govt, Victoria, BC V8W 9V1
Tel: (250) 387-0327 Fax: (250) 387-0329 Web: www.bcstats.gov.bc.ca E-mail: bestats.infoline@gems6.gov.bc.ca
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government spending. The wage bill3 for gov-
ernment ministries and agencies accounts for
about a tenth of total spending by the provin-
cial government.

The bulk of provincial government spending
goes to pay for health care, education and so-
cial services. Those expenditures not only
support public institutions (and pay the
wages of the people working in them), but
they also pay for income assistance, drug cov-
erage, visits to doctors and various types of
social programs.

® This data comes from Statistics Canada, and differs
from the information in the Public Accounts because it
uses a broader definition of government.

BC Stats, Box 9410 Stn Prov Govt, Victoria, BC V8W 9V1
Tel: (250) 387-0327 Fax: (250) 387-0329 Web: www.bcstats.gov.bc.ca E-mail: bestats.infoline@gems6.gov.bc.ca
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Appendix 1: Measuring the size of
the public sector.

Defining the public sector is not as straight-
forward as it might seem. In Canada, there are
three levels of government. Employees of fed-
eral, provincial and local government minis-
tries are obviously public sector workers.
However, there are a lot more people who are
on the public payroll.

Provinces can choose how they will deliver a
broad range of services. In some cases, these
services are provided directly by employees
of provincial ministries or departments. In
other cases (e.g., the Workers” Compensation
Board or the Liquor Distribution Branch),
agencies have been created by the govern-
ment to provide certain services. These agen-
cies may operate at “arms’ length” from the
government, but they have been established
by legislative authorities and are funded from
the public purse. People who work for gov-
ernment agencies and authorities may not,
strictly speaking, be public servants, but to all
intents and purposes they are part of the pub-
lic sector. Statistics Canada, the source of the
information presented in this article, defines
general government to include all government
ministries, departments and agencies.

It should be noted that about half of the work-
ers in provincial general government are em-
ployed in establishments that are classified to
industries other than public administration.
These cover a wide range of activities, from
tree planting to construction work, accommo-
dation and food, and insurance services.

The government sector has a somewhat
broader definition. In Canada, the responsibil-
ity for providing health and education ser-
vices rests with the provinces, but these ser-
vices are not delivered using the same
mechanisms in all parts of the country. In
New Brunswick, for example, school employ-
ees are considered provincial government
workers. In the rest of Canada, they would be
considered part of the local government, as

provinces provide funding to local school
boards that are responsible for providing pub-
lic primary and secondary education.

Public universities and colleges are also
funded by the government, but employees of
these organizations are not always thought of
as civil servants. Similarly, employees of hos-
pitals and other types of health care facilities
receive their pay from the public purse. In
some provinces, hospital employees are con-
sidered to be provincial government workers.
In other parts of the country, hospital boards
play a role similar to that of school boards,
and are responsible for running publicly
funded hospitals and other health care institu-
tions. Thus, the government sector includes
federal, provincial and local government min-
istries, departments, agencies plus health &
social service institutions, universities, col-
leges, trade & technical institutions, and mu-
nicipal school boards.

Crown corporations, or government business
enterprises (GBEs) form a third layer within
the public sector. GBEs are usually created by
the government to provide services such as
power generation, liquor distribution (in
some provinces), transportation services and
so on. These services are typically ones which
the private sector would not provide or
which, for philosophical reasons, govern-
ments wish to be involved in. Since the 1980s,
there has been a general trend toward privat-
izing or otherwise devolving the responsibil-
ity for providing these services from the GBEs
into the private sector. Well known examples
include the privatization of Air Canada, Can-
ada Post, Alberta Liquor Control Board stores,
and in BC, the divestiture of the government’s
interest in BC Ferries. Crown corporations
that are effectively controlled by one of the
three levels of government are included in the
public sector.

BC Stats, Box 9410 Stn Prov Govt, Victoria, BC V8W 9V1
Tel: (250) 387-0327 Fax: (250) 387-0329 Web: www.bcstats.gov.bc.ca E-mail: bestats.infoline@gems6.gov.bc.ca
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Check it out!

Aboriginal
Profiles

Statistical Profiles by College Region
With Emphasis on Labour Market and
Post-Secondary Education Issues

These profiles provide comparisons of the
socio-economic conditions of the on-reserve
and off-reserve aboriginal populations as well
as the non-aboriginal population by College
Region. Data are from the 1996 and 2001
Census, Statistics Canada.

http://www.bcstats.gov.bc.cal...

data/cen01/abor/ap_main.htm

POPULATION (thousands) % change on
Oct 1/04 | one year ago
BC 4,209.9 1.1
Canada 32,040.3 0.9
GDP and INCOME | % change on
(BC - at market prices) 2003 | one year ago
Gross Domestic Product (GDP) ($ millions) 145,550 52
GDP ($ 1997 millions) 133,600 2.5
GDP ($ 1997 per Capita) 32,175 1.6
Personal Disposable Income ($ 1997 per Capita) 19,758 0.3
- . % change on
TRADE ($ millions, seasonally adjusted) prev. month
Manufacturing Shipments - Dec 3,595 -1.0
Merchandise Exports - Dec 2,617 0.9
Retail Sales - Dec 4,008 0.7
CONSUMER PRICE INDEX 12-month avg
(all items - 1992=100) Jan '05 % change
BC 123.6 2.1
Canada 125.3 1.9
LABOUR FORCE (thousands) | % change on
(seasonally adjusted) Jan'05 | prev. month
Labour Force - BC 2,237 0.4
Employed -BC 2,092 0.1
Unemployed - BC 145 4.7
Dec '04
Unemployment Rate - BC (percent) 6.5 6.2
Unemployment Rate - Canada (percent) 7.0 7.0
INTEREST RATES (percent) | Feb 23/05 Feb 25/04
Prime Business Rate 4.25 4.25
Conventional Mortgages - 1 year 4.80 4.30
- 5 year 6.05 5.80
US/CANADA EXCHANGE RATE | Feb 23/05 Feb 25/04
(avg. noon spot rate) Cdn $ 1.2383 1.3370
US §$ (reciprocal of the closing rate) 0.8164 0.7489
AVERAGE WEEKLY WAGE RATE | % change on
(industrial aggregate - dollars) Jan '05 | one year ago
BC 708.09 4.3
Canada 694 .47 3.0
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
« Quarterly Regional Statistics, 4™ Quarter 2004
* Business Indicators, February 2005

« Current Statistics, February 2005

Next week

» Tourism Sector Monitor, February 2005
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