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* BC’s inflation rate unchanged at 1.5% in June

* Retail sales dip in May, but wholesalers were busier

* Crime rate inches up 0.2% in 2004

Prices

* British Columbia’s year-over-year inflation
rate remained unchanged at 1.5% in June, as
price increases for energy products continued
to moderate. Although energy prices were
1.3% higher than in June 2004, the year-over-
year increase was significantly lower than it
has been during most of the last year.

Fuel oil for homeowners continued to take a
bigger bite out of the consumer budget, with
prices up 18.7% from June 2004. Homeowner’s
insurance premiums (+4.9%) were also an in-
flationary factor, as were property taxes
(+3.7%) and maintenance costs (+3.5%). How-
ever, consumers paid less for electricity and
rental accommodation, and overall shelter
costs were up 1.9% in June.

The cost of transportation rose 1.6%. Prices at
the pump climbed a modest 1.8%, and this
helped moderate the cost of operating a motor
vehicle (+3.6%), which increased less than half
as much as in April (+9.2%).

Prices for health & personal care (+2.2%) and
education & reading materials (+8.4%) were
significantly higher than in June 2004. Con-
sumers paid 0.1% less at the grocery store but
forked over 3.7% more for food purchased

from restaurants. Data Source: Statistics Canada

Residents of Alberta continued to enjoy the
lowest inflation rate in the country in June. At
0.7%, Alberta’s inflation rate was less than half
the national average (+1.7%), and considerably
lower than in BC (+1.5%) and New Brunswick
(1.6%), the only other provinces with below-
average inflation rates.

Among metropolitan areas, Victoria (+1.7%)
experienced a slightly higher increase in the
overall price level, while Vancouver’s inflation

rate (+1.5%) was on par with the provincial av-

erage. Data Source: Statistics Canada

The Economy

Sales by BC retailers edged down in May,
slipping 0.3% (seasonally adjusted), after
posting a similarly small increase (+0.2%) in
the previous month. However, BC retailers
fared better than those in most other provinces.
Nationally, sales dropped 1.3%, with all prov-
inces except Saskatchewan (+2.8%) and Alberta
(+1.0%) registering declines. Sales were off sig-
nificantly in Prince Edward Island (-4.2%),
New Brunswick (-3.0%) and Ontario (-2.6%).

Data Source: Statistics Canada

Wholesale sales rebounded, rising 1.5% (sea-
sonally adjusted) in May, following a down-
turn (-1.7%) in the previous month. Total
Canadian sales were virtually unchanged
(+0.2%) from the April level. Although sales
were weak in Ontario (-0.3%), they rose in most
other provinces, led by Saskatchewan (+3.2%)
and Newfoundland (+2.1%)-the only prov-
inces where wholesale sales grew faster than in
BC. Data Source: Statistics Canada

Tourism
The number of visitors entering Canada via
BC border crossings increased 4.1% (season-
ally adjusted) in May. This follows on the
heels of a 0.4% climb a month earlier. Visitors
from all the major world regions contributed to
the increase. Both same-day (+4.4%) and over-
night (+4.1%) entries from the United States
were up, while the number of travellers from
overseas (+2.8%) rose for the fourth consecu-
tive month. Asian entries fell 1.0%, largely due
to a drop in travellers coming from Hong Kong
(-7.2%). Although the number of visitors from
Germany slumped (-7.6%), entries from the UK

BC’s economy picks up speed in 2004




Did you know...
British Columbians spent an average of $349 per person gambling in 2003,
about half as much as Saskatchewan residents ($647), the most risk-loving Canadians

increased significantly (+11.8%). Overall, the
number of European visitors to the province
rose 1.9%.

The number of Canadians travelling through
BC to international destinations continued to
fall (-1.5%) in May. This was largely due to a
continued downturn (-2.9%) in same-day travel
to the States. Re-entries from overseas were

2.0% higher than in April.
Data Source: Statistics Canada & BC Stats

Crime

British Columbia’s crime rate inched up 0.2%
in 2004, rising to 12,522 non-traffic crimes re-
ported for every 100,000 people living in the
province. The increase in the crime rate was
partly due to a higher incidence of non-violent
crimes (other than property crimes), as well as
a rising homicide rate.

There were 112 homicides reported in BC last
year, more than in any other province except
Ontario (187). The figure includes the discov-
ery of five more homicide victims as a result of
ongoing investigations in Port Coquitlam.
Homicides are reported in the year in which
they are discovered, not the year in which they
occurred (which may not be known). So far, the
Port Coquitlam investigation has resulted in 15
homicides being reported in 2002, 7 in 2003,
and 5 last year, all of which have pushed BC’s
homicide rate up in recent years. Despite this,
the province, together with Alberta, had the
lowest homicide rate (2.7) in western Canada
last year. Manitoba (4.3) had the highest rate in
the country. The national average was 1.9.

Rates for all other violent and property crimes
in BC decreased substantially between 2003
and 2004. The property crime rate fell (-2.9%) to
6,763, and the overall violent crime rate
dropped (-1.5%) to 1,195 despite the increase in
homicides. Motor vehicle theft (-6.4%) and sex-

ual assault (-4.7%) rates declined significantly.
Source: SC, Catalogue 85-002, Vol 25, no 5

BC (12,522) had the third-highest crime rate
among the provinces in 2004. Saskatchewan,
where the rate was 15,159 per 100,000 popula-

tion, and Manitoba (12,753) were the only
provinces with higher rates. The national rate

was 8,051. Ontario (5,702), Newfoundland
(6,320) and Quebec (6,493) were the provinces

with the lowest reported crime rates.
Source: SC, Catalogue 85-002, Vol 25, no 5

The youth crime rate in BC plunged (-12.7%)
in 2004. In contrast to the adult world, BC’s
youth crime rate (6,838) was substantially
lower than the national average (7,041), and
was among the lowest in Canada. Only Quebec
(4,072), PEI (5,079), and Ontario (6,117) had

lower youth crime rates.
Source: SC, Catalogue 85-002, Vol 25, no 5

Income Disparities
Per capita employment incomes decrease con-
tinuously with the size of urban centres and
between urban and rural areas. In 2001, per
capita employment incomes in the Vancouver
area averaged $17,535, while the number
dropped to $14,775 in medium-sized urban ar-
eas of BC. In remote rural areas, average em-
ployment incomes were only $10,522. The
regional disparities in BC, however, were the
lowest across Canada, with a standard devia-
tion of $2,549. Ontario had the biggest urban-
rural disparities: an average worker in Toronto
could earn $20,408 in 2001 compared to just

$8,065 in an Ontario rural area.
Source: SC, Catalogue no.63-F0002-XIE

The Nation
Foreign investment in Canada continued to
increase in May, after a relatively quiet April.
Foreign investors upped their investment in
Canadian securities by $1.7 billion as a substan-
tial $2.6 billion increase in bond purchases and
a $1.1 billion jump in money market paper
more than outweighed the $2.0 billion drop in
Canadian stock investments. Meanwhile, Ca-
nadian investors divested over $305 million in
foreign stocks and bonds. Data Source: Statistics Canada

The composite index of leading indicators of
economic growth continued to climb in June,
rising at the same pace as in the previous
month (+0.3%). The housing (+2.6%) and stock
price (+1.5%) indexes were the main contribu-
tors to the overall growth. Three out of six

COHlpOIleI‘ltS fell. Data Source: Statistics Canada
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BC’s economy picks up speed in 2004

BC outperformed the other provinces for the first Domestic demand for goods and services still
time since 1987 the main engine of growth
Many factors contributed to the improvement
.. GDP at market prices, in the province’s economic fortunes during
% change In 2004 (81987, chainec) 2004. Robust domestic demand was a key ele-
NECI ment in the overall strength of the economy, as
=’ 35 was a rebound in BC’s export markets.
3| 26 g Canada (2.8%) Fi X X
ERT inal domestic demand. (consumer, business
a’nd government spending on goods and ser-
21 v vices, plus investment in fixed capital) in-
b creased 4.9% during the year. BC’s hot housing
" market, which affected both the level of con-
sumer spending and business investment, was
°1 |_| a key driving factor.
1 -0.7

Rising imports tempered the effect of strong

BC Alta Sask NB  Ont Man Que PEI NS Nfd domestic and external demand for BC products

Data Source: Statistics Canada Gross domestic product - 3.9
British Columbia’s economy picked up speed in Imports of goods & serces 64
2004, outperforming every oth(?r province! dur- Exports of goods & senices :I 49
ing the year. Real gross domestic product (GDP) ]
expanded 3.9%?2, considerably more than the na- Final domestic demand - 4.9
tional average (+2.8%). Alberta (+3.7%) and Sas- Business imet t’:|11 ,
. . usiness investmen .
katchewan (+3.5%) also posted solid growth in |
2004, but last year’s strong performance cata- Government investment 9.0
pulted British Columbia to the front of the pack .
for the first time since 1987. Gowernment goods & sendces D“
Consumer spending 4.1
0 5 10 15
% change in 2004 ($1997, chained)
Data Source: Statistics Canada

' Northwest Territories actually recorded the strongest GDP is equal to final domestic demand (consumer, business and

growth in the country (+4.2%) last year, but its small size
means that year-to-year changes are very volatile (ranging . .
from +4.1% to +21.2% during the last five years). minus imports
Comparisons among regions have been limited to the

provinces.

government spending and investment) plus inventories, and exports

2 Unless otherwise noted, all of the figures quoted in this
paper are in constant ($1997, chained), or “real” dollars.
The data comes from Statistics Canada, primarily from
Catalogue 13-213.

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@gov.bc.ca
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Despite strong export growth, trade with other
provinces and countries continued to act as a
brake on the economy, since exports did not
increase fast enough to offset a growing appe-
tite for imported goods and services.

Because many of the goods consumed in the
province are not produced in British Columbia,
only a portion of the economic activity associ-
ated with increased spending on these com-
modities benefits domestic industries—those
that handle or transport the goods in question.
This means that the positive effect of robust
domestic demand is diluted when the demand
is largely satisfied using imported goods or
services.

Consumer spending was robust

Consumer expenditures, accounting for about
60% of total domestic demand, rose 4.1%, as
purchases of most types of goods and services
increased significantly. Investment in consumer
durables, often seen as a bellwether of confi-
dence in the economy, was up 4.7%. Sales of
furniture, appliances and similar consumer
durables increased significantly. This was al-
most certainly a by-product of an active real
estate market, as individuals who move house
often invest in new furnishings and accessories.
Spending on semi-durable (+5.4%) and non-
durable (+3.3%) goods continued to increase.
Consumer purchases of services advanced 4.1%
during the year. Both paid and imputed’ rent
costs rose, reflecting the effect of a strong hous-
ing market. Paid and imputed rent accounts for
nearly a quarter of total consumer spending in
the province.

3 Imputed rent is an estimate of the rental income foregone
by homeowners who reside in their homes. It is an
important component of consumer expenditures,
unincorporated business income, and the GDP of the
finance, insurance and real estate industry.

High fuel prices didn’t keep people off the
roads, but they’re buying smaller vehicles

High fuel prices had an effect on consumer
spending patterns, but it was not as profound
as might be thought. In real terms, spending on
natural gas and heating fuels declined, suggest-
ing that consumers may have reacted to higher
prices by conserving energy. However, other
factors such as weather conditions may also
have influenced the demand for heating fuels.

High prices didn’t keep people from gassing up
their vehicles. Even with the effects of price in-
creases factored out, sales of gasoline and mo-
tor fuels* were up for the second year in a row.

Retailers of new and used vehicles did not fare
well in 2004 as the value of sales declined for
the second year in a row. The extent to which
gas prices may have contributed to the slump is
unknown. Whatever the cause, consumer pref-
erences for vehicles are shifting away from
trucks and vans and back to cars. Trucks and
vans dominated the new vehicle market during
the late 1990s, but since 2003, sales of these ve-
hicles have slipped back behind new car sales,
possibly because fuel efficiency is becoming
more of an issue for purchasers of new vehicles.

Business investment soared as the
housing boom continued unabated

Business investment in fixed capital was a ma-
jor factor in the province’s strong economic per-
formance last year. Overall, investment by the
business sector increased 11.7% during 2004.

The housing boom continued unchecked as new
starts climbed to record levels. Work began on
nearly 33,000 new housing units last year, more
than double the number in 2000.

* This includes purchases by residents as well as visitors
to BC who filled up their gas tanks while they were in the
province.

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@gov.bc.ca
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Residential investment climbed to new highs

Investment in residential structures
14 - ($1997 billion, chained)
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Data Source: Statistics Canada

The frenetic pace of new housing construction
continued as spending on residential structures
advanced 14.8%, reaching record-high levels
after four straight years of similarly strong
growth. The value of new housing construction
rose more than twenty percent. Spending on
alterations and improvements was somewhat
more restrained, but still grew at double-digit
rates. Real estate commissions from the transfer
of ownership of existing dwellings were also

up.

Businesses invested heavily in new machinery
and equipment, with spending increasing by a
fifth (+20.0%) during 2004. A stronger Canadian
dollar may have been a factor in these invest-
ment decisions, since much of the equipment is
imported. However, other factors such as gen-
erally favourable economic conditions and
strong demand for BC products would also
have played a role in decisions to replace or
upgrade existing equipment. Business invest-
ment in commercial and industrial buildings
and other types of infrastructure slipped 4.2%,
reversing the gain made in 2003.

The value of inventories continued to rise, as
the volume of production continued to outpace
growth in demand for BC goods.

Governments held the line on current
spending, but invested in infrastructure

Governments held the line on purchases of
goods and services, which advanced 1.1% in
2004. Federal government spending increased,
but the provincial and local government sectors
(including hospitals, schools and post-
secondary institutions) were more restrained.

Government investment in fixed capital rose a
substantial 9.0%, primarily due to spending on
new buildings, roads, and other infrastucture
(+13.8%). However, purchases of machinery and
equipment fell 3.0%.

Trade deficit grows as exports recover, but im-
ports soar

Both international and interprovincial exports
increased in 2004, as external demand for BC
goods and services was robust. However, the
value of imported goods purchased in 2004 rose
even more, and the external sector once again
acted as a drag on the economy. The increase in
international imports alone was more than
enough to offset the boost provided by both
international and interprovincial exports last
year.

Exports to other countries advanced 5.8% dur-
ing 2004. The growth in international exports
was primarily concentrated in the goods sector,
which expanded 6.1% to $33.8 billion. Exports
of wood and paper products were particularly
strong. Service exports rose 1.7% during 2004,
largely because of strong growth in exports of
transportation services.

A high Canadian dollar made international im-
ports less costly for BC consumers and busi-
nesses, and purchases of goods and services
produced outside the country rose sharply
(+10.4%) during 2004.

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@gov.bc.ca
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International trade deficit looming?
45  $1997 billion, chained
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Spending on imported goods jumped 10.6%, as
purchases of electrical equipment, fuel, ma-
chinery and other products increased at rates
that were well into the double-digits. The value
of service imports rose 8.1%.

The province’s international exports continue to
outweigh the value of its imports, but the size
of the surplus has been dwindling. It became
even smaller in 2004. On the other hand, the
interprovincial trade deficit shrank slightly.

BC’s exports to other provinces expanded 3.3%
in 2004, largely due to solid growth in service
exports (+3.9%). Services dominate our trade
with other provinces, accounting for just over
$11 billion of the total value of interprovincial
exports ($20.6 billion) in 2004. Exports of finan-
cial and wholesaling services were particularly
robust.

Imports from other provinces rose only mod-
estly (+1.8%) in 2004. Service imports (+4.1%)
grew faster than imports of goods (+0.7%) pro-
duced in other provinces.

Interprovincial trade deficit remains large
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Goods industries ramp up production; services
post slower, but steady, growth

For the second year in a row, goods industries
(+6.1%) outperformed the service sector
(+3.3%), growing nearly twice as fast as the ser-
vice industries. Three of the five fastest-
growing industries in the province were the in
goods sector.

Logging and forestry services expanded 15.9%,
as the industry was kept busy supplying fibre
to BC mills. High metal and fuel prices contin-
ued to revive interest in mineral exploration
activity, and support services for mining (min-
eral exploration, drilling for oil and gas, and
similar activities) increased 13.1% after more
than doubling in 2003. The construction indus-
try grew 8.6%, largely because the residential
construction industry expanded 19.6% to reach
a record high of $2.9 billion in 2004. Non-
residential construction activity increased only
modestly.

Overall, the manufacturing sector expanded
7.8% last year, posting the strongest gain since
2000. The strength in manufacturing was
largely concentrated in the wood industry,
which benefitted from strong housing starts in
BC as well as other regions of North America.
Wood prices rebounded in 2004, following four

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@gov.bc.ca
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years of decline. Even with the price effect fac-
tored out, and despite the crippling duties im-
posed by the US on softwood lumber imports,
real GDP in the wood industry increased 16.0%
in 2004. Producers of paper products posted a
more modest gain of 2.1%.

Goods industries surged ahead

Health -1.8%
Utilites  -1.6

Arts, entertainment, recr'n -0.1]
Public admin 17
Prof, sci &tech 118
Education 19
Other services 122
Information & culture [ 128
Mining, oil & gas I 2.6
Services [—/133
FIRE —38
Admin & support [ ]38
Accommodation & food 139
Retail trade | 4.9
Goods
Ag, forestry, fishing
Transportation
Manufacturing
Wholesale trade

Construction
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% change in 2004, GDP ($1997, chained)

Data Source: Statistics Canada

Other industries within the manufacturing sec-
tor also made notable gains. The chemicals, ma-
chinery, primary & fabricated metals and furni-
ture industries expanded at double-digit rates,
while the computer & electronic products in-
dustry continued to recover from a slump that
began in 2001. However, producers of food,
beverages, clothing and textiles experienced a
downturn in 2004.

Despite the avian flu situation, and continued
pressure on the cattle industry as a result of the
closure of some international markets for Ca-
nadian cattle, BC’'s agriculture industry posted
solid growth in 2004. Producers of field, tree,
greenhouse crops and aquaculture products
made substantial gains.

The news was not entirely good, however.
Some industries struggled through the year.
Commercial fishing, utilities and arts, recrea-
tion & entertainment contracted, as did the
health care sector. High prices boosted the
value of mineral, especially metal, production
in the province, but the increase in value was
largely price, rather than volume, driven.

The building boom in the province extended its
reach to other industries in the province, and
contributed to strong gains in the wholesale
sector, where GDP expanded 8.0%. Wholesalers
of lumber and millwork, metal products and
computers and electronics had a particularly
good year.

Activity in the retail industry was more muted,
but here too the effect of the construction boom
was evident. Cash registers were busy at furni-
ture, appliance and household furnishings
stores. However, business was slow for retailers
of new and used cars, shoes, sporting goods
and computers & electronics.

Tourism back on track?

The slowdown in tourism activity that began
early in the decade and was exacerbated by the
terrorist attacks of 9/11 (and other subsequent
events) showed signs of abating. The transpor-
tation industry recovered from a slump in 2003,
expanding 7.2%. Some of the increase was re-
lated to the movement of goods (both water
and truck transport, and related services, made
notable gains in 2004), but passenger transpor-
tation also experienced an upturn as tourism-
related transportation services rebounded from
a slow year in 2003. The accommodation and
food services industry grew for the second year
in a row.

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@gov.bc.ca
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Individuals, businesses and governments all
benefited from a robust economy

Record-high corporation profits
189 sillion
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Corporation profits
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Data Source: Statistics Canada
Corporation profits reach new highs

Corporation profits soared to new highs, rising
to $16.7 billion® in 2004, a 32.9% increase. Cor-
poration profits have more than doubled since
the mid-1990s. Interest and other investment
earnings of individuals, businesses and gov-
ernments were 8.3% higher than in 2003.

Workers took home more cash...

With more people employed in a strong econ-
omy, workers were able to cash in on the de-
mand for labour. Total compensation (wages,
salaries and benefits) increased 4.5% last year,
the strongest gain since 2000, when labour in-
come advanced 6.8%. Self-employed and other
unincorporated business (non-farm) income
was up 5.0%. Here too, construction and manu-
facturing industries contributed much of the
increase, together with net (paid and imputed)
rental income.

5 Data on incomes, as well as government revenue and
expenditure are reported in current dollars.

...and government coffers swelled

The government got in on the action as well,
receiving 4.5% more in indirect taxes (net of
subsidies) on factors of production, and 6.9%
more from taxes on products-including GST,
PST, and various excise taxes.

Higher profits and earnings mean higher tax
revenues, and government coffers swelled as
money poured in from businesses and indi-
viduals. Total revenues of federal, provincial
and local governments increased an estimated
6.9% last year, well in excess of the demand on
the public purse for transfer and similar pay-
ments. Public debt interest payments continued
to decline as government surpluses, together
with relatively low interest rates, put less stress
on the public purse. As a result, the overall sav-
ings of the government sector increased signifi-
cantly during the year.

Personal income rises, but saving
rate continues to plunge

Personal income rose 4.1% in 2004, reflecting
strong gains in earned and investment income,
together with more modest increases in trans-
fers from government during the year. After-tax
income increased slightly less (+4.0%) largely
because taxes took a bigger bite out of the con-
sumer purse. Although tax rates were stable,
consumers who earned more income also paid
more into government coffers.

Consumers don’t seem to be focussing a great
deal on expanding the size of their nest eggs.
Personal spending on goods and services rose
substantially more (+5.7%) than after-tax in-
come, and for the eighth year in a row, the per-
sonal sector posted an overall net deficit. The
total amount of dissaving in 2004 was $7.4 bil-
lion, and the province’s saving rate reached a
new low of -7.9% (down from -6.1% in 2003).
BC is the only province where spending ex-
ceeds income to such a great extent.

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@gov.bc.ca
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BC’s saving rate continued to plummet
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Data Source: Statistics Canada

Saskatchewan is the only other province that
has had a similarly long run of dissaving. How-
ever, the extent of dissaving in BC has been
growing steadily since 2000. In Saskatchewan,
the tide appears to be turning. Last year the
saving rate in Saskatchewan was -2.3%, a sig-
nificant improvement over 2003, when it bot-
tomed at -5.2%.

BC is not the only spendthrift province. Can-
ada’s saving rate dropped to 0.4%, and six
provinces posted negative saving rates last
year. Alberta is the only province where the
saving rate remains relatively solid, at 4.4% in
2004, up from 4.2% in the previous year.

Of course, the saving rate does not portray a
completely accurate picture of consumer behav-
iour, since a negative rate does not necessarily
mean that consumers are living on borrowed
funds. With a large senior population-and an
influx of immigrants, particularly those in the
entrepreneurial category-some of the dissaving
could be due to these people supplementing
their income by divesting themselves of some
of their stored wealth: savings, mutual funds,
privately held RRSPs, or property. Only the in-
come that is earned in the current year is
counted in personal income (and it does not
include the value of assets that change hands).

Still, a persistently negative saving rate is cause
for concern because transferring the value of
assets into income that is used to support cur-
rent expenditures is not sustainable in the long
run. How long the situation can last is any-
body’s guess.

2004 was a good year, but the province still
faces some challenges

2004 was a good year for British Columbia, and
most of the economic indicators bear out the
fundamental strength that characterized the
economy last year. While that is good news,
there are still a number of troubling signs.

A growing trade deficit and the decline in the
saving rate are cause for concern

The trade deficit is growing, and domestic
spending, particularly on housing, remains a
major source of economic growth. The building
boom cannot continue indefinitely, and when
the market for new housing begins to soften,
one of the underpinnings of the current strong
economy will be weakened. The long-run de-
cline in saving rates-with BC leading the coun-
try in a downward spiral-is also not sustainable
for an indefinite period. Finally, many of the
goods industries that boosted economic growth
in 2004 are in the resource sector and are, by
nature, volatile. Further diversification of the
economy, and development of industries that
can support steady long-term growth is vital to
the future growth of the province’s economy.

Real per capita GDP is
still below average...

Real per capita GDP slipped below the national
average in 1997 and has remained there since.
The province continued to lose ground until
2003, when the size of the gap began to shrink.
Last year, real per capita GDP in BC increased
2.8%, to $33,072. This was $2,194 less than the
national average ($35,266).

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@gov.bc.ca
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...and labour productivity remains an issue

Labour productivity also remains an issue in
British Columbia. Productivity gains are a key
factor in long-term economic growth, since the
ability to make more effective use of labour and
capital means that output can be increased
without using more raw materials, labour or
capital inputs.

Productivity growth in this province has consis-
tently lagged behind the national average. Last
year, real output per hour worked in the busi-
ness sectort slipped
(-0.4%), with the average worker contributing
$31.45 to the province’s GDP for every hour
spent on the job?. This suggests that the strong
economic growth experienced during the last
two years was largely due to increased use of
labour and capital inputs, rather than improved
efficiency of production. Furthermore, as is the
case for real per capita GDP, labour productiv-
ity in BC remains well below the national aver-
age. Canada-wide, labour productivity aver-
aged $33.75 in 2004, with output per worker
hour ranging from a low of $20.40 in PEI to a
high of $36.25 in Alberta.

® The business sector includes all industries except
education, hospitals, public administration and the implicit
rental income on owner occupied dwellings. Public sector
services are usually excluded from productivity measures
because output measures for these industries are based
on the cost of labour inputs. In the case of imputed rent,
there is no associated labour input.

" This contribution is not entirely due to the worker’s
efforts, since labour productivity includes the effect of both
labour and capital (machinery, equipment, buildings and
other infrastructure) used in production.

Lagging productivity growth remains a
cause for concern
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Data Source: BC Stats

Although 2004 was a stellar year, the late 1990s
and the early part of this decade were a period
of slow growth in BC, and as a result the prov-
ince lost some ground relative to the rest of
Canada. Between 1994 and 2002, British Co-
lumbia’s economy expanded 23%, a full ten
percentage points less than the national in-
crease (33%). Manitoba and Saskatchewan were
the only provinces that experienced slower
growth during this period. Ontario (+38%) and
Newfoundland (+36%) posted the strongest
gains.

BC’s strong performance during the last two
years has improved the province’s position, but
long-run growth remains weak compared to
other key players in the national economy. Brit-
ish Columbia will have to chalk up a few more
stellar performances to make up all the lost
ground, but last year’s solid growth is cause for
some optimism.

BC Stats, Box 9410 Stn Prov Govt, Victoria, BC V8W 9V1
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Labour market characteristics of
off-reserve Aboriginal population

Off-Reserve
Aboriginal
Peoples

It is now possible to examine the labour mar-
ket characteristics of off-reserve Aboriginals.
The data, from an expanded sample of Abo-
riginal peoples in the labour force survey,
highlight some defining characteristics that
contribute to their experience. In the past, this
type of data has been available from the cen-
sus but was limited to a snapshot taken in
mid-May at five year intervals. A full year of
sampled monthly data, fully integrated to the
labour force survey, will be of great interest to
researchers, policy makers and other users.

On-line at
www.bcstats.gov.bc.ca/data/lfs/abor/

ap_index.htm

Statistics
Canada

Population, Gross Domestic Product, Trade,
Prices, Labour Force, Wage Rate

For latest Weekly Financial Statistics see www.bankofcanada.ca

POPULATION (thousands) % change on
Apr 1/05 | one year ago
BC 4,232.5 1.2
Canada 32,146.5 0.9
GDP and INCOME | % change on
(BC - at market prices) 2004 | one year ago
Gross Domestic Product (GDP) ($ millions) 156,481 7.5
GDP ($ 1997 millions) 138,783 3.9
GDP ($ 1997 per Capita) 33,072 2.8
Personal Disposable Income ($ 1997 per Capita) 20,002 1.2

- . % change on

TRADE ($ millions, seasonally adjusted) prev. month
Manufacturing Shipments - May 3,603 25
Merchandise Exports - May 2,630 -0.8
Retail Sales - May 4,123 -0.3
CONSUMER PRICE INDEX 12-month avg
(all items - 1992=100) Jun '05 % change
BC 1254 21
Canada 127.2 2.1
LABOUR FORCE (thousands) | % change on
(seasonally adjusted) Jun'05 | prev. month
Labour Force - BC 2,257 -0.2
Employed -BC 2,126 -0.3
Unemployed - BC 131 0.8
May '05
Unemployment Rate - BC (percent) 5.8 5.7
Unemployment Rate - Canada (percent) 6.7 6.8
INTEREST RATES  (percent) | Jul20/05 Jul 21/04
Prime Business Rate 4.25 3.75
Conventional Mortgages - 1 year 4.90 4.60
-5 year 5.80 6.55
US/CANADA EXCHANGE RATE | Jul 20/05 Jul 21/04
(avg. noon spot rate) Cdn $ 1.2219 1.3242
US $ (reciprocal of the closing rate) 0.8187 0.7559
AVERAGE WEEKLY WAGE RATE | % change on
(industrial aggregate - dollars) Jun '05 | one year ago
BC 700.73 3.3
Canada 701.45 3.5

SOURCES:

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

Released this week by BC STATS

¢ Consumer Price Index, June 2005

Next week

¢ Consumer Price Index, June 2005
« Business Indicators, July 2005

« Current Statistics, July 2005
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