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Message from the Minister

I am pleased to present the 57th edition of the
British Columbia Financial and Economic Review.

As a plain language source of information on the
province’s economy and finances, the Review is one

of government’s most popular publications. It describes
our people, industries, government, major programs and
Crown Corporations.

The Review is a useful and authoritative tool for a broad
range of users, from the financial community seeking
reliable statistical information, to students looking for
substantial but easy-to-understand descriptions of
provincial programs and priorities.

This year, we have highlighted our province’s

economic relationship with the Asia Pacific Rim, labour
market trends and the Canada-U.S. Softwood Lumber
Agreement. In addition, we have examined pensions in
British Columbia and the Provincial Emergency Program.

Your comments and suggestions help us improve the
Review and are most welcome. Please contact the editors
at the address below:

The Editors

B.C. Financial and Economic Review
Ministry of Finance and Corporate Relations
Room 100, 617 Government Street

Victoria, British Columbia V8V 1X4

Andrew Petter
Minister of Finance and Corporate Relations.
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1: Economic Reviewl

British Columbia
Overview

Nineteen-ninety-six was a relatively slow year for the British Columbia economy,
following the strong gains of the early 1990s. Nonetheless, 1996 marked the
twelfth consecutive year of economic expansion in the province. Real gross
domestic product (GDP) grew 1.0 per cent in 1996, roughly the same pace as the
previous year. Consumer spending strengthened due to increased demand for
services, and residential investment recovered some of the ground lost in 1995.
However, total capital investment declined due to weakness in non-residential
investment. Sharply lower foreign demand for key natural resource products
caused export volumes to decline in 1996, and led to a deterioration in the
province’s net export position. Government expenditure on goods and services
was unchanged in real terms as fiscal restraint at all levels of government
continued.

Employment growth accelerated to 2.5 per cent in 1996 — a gain of 44,000 jobs
— from 1.7 per cent in 1995. Growth in employment was closely matched by
labour force growth. As a result the unemployment rate declined only slightly to
8.9 per cent from 9.0 per cent in 1995.

National economic growth was also slow in 1996 as Canadian real GDP rose
1.5 per cent. The chart shows economic growth rates for the provinces.

Chart 1.1 Provincial Real GDP Growth, 1996
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1 Chapter 1 and Appendix 1 are based on data and information available as of August 29, 1997.
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External
Environment

International Economy

World economic output growth grew an estimated 4.0 per cent in 1996, and
growth in the economies of British Columbia’s trading partners was stronger on
balance. However, the effect of this growth on British Columbia exports was offset
by weak demand for key commodities. The United States (U.S.) economy entered
a fifth year of economic expansion, and the Japanese economy recovered to post
its strongest gain in five years. Slow output growth in Germany and France
restrained overall growth in Europe, while economic growth in the United
Kingdom (U.K.) continued at a healthy pace. Growth in newly-industrializing
Asian countries slowed to more sustainable rates. Moderate inflation was the norm
for most industrialized countries.

Chart 1.2 shows the output gap, the percentage difference between potential
output and actual output, for the U.S., Canada, Japan and Germany.

Chart 1.2 Output Gaps
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The U.S. economy expanded 2.8 per cent in 1996, up from 2.0 per cent in 1995,
due to stronger consumer spending and investment. Labour markets were tight in
1996 — employment grew by 2.3 per cent while the unemployment rate declined
to 5.4 per cent from 5.6 per cent in 1995. Despite this, wage settlements remained
modest and inflation slowed to 2.8 per cent from 3.3 per cent. The combination of
strong economic growth and stable inflation resulted in the U.S. being dubbed the
“Goldilocks” economy — not too hot, not too cold, just right. Housing investment
rose as the number of housing starts increased 9.6 per cent to 1.48 million units,
and business investment increased as a result of healthy corporate profits.
Production in the auto sector increased due to strong sales, despite labour disputes
that idled some plants in the second quarter.

Real GDP growth in Germany slowed to 1.4 per cent from 2.0 per cent in 1995. It
was the same situation in France, where economic growth slowed to 1.5 per cent
from 2.1 per cent. Most European countries continued to be afflicted by double-
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digit unemployment rates. The notable exception was the U.K., where the
unemployment rate declined from 8.2 per cent in 1995 to 7.5 per cent.
Government fiscal restraint in order to qualify for European Monetary Union
(EMU) in 1999 was widespread.

Economic output in Japan grew 3.6 per cent in 1996, up from 1.4 per cent in 1995.
The economy started the year in a fragile state, burdened with an historically high
unemployment rate, a deflationary environment, and bad-debt problems in the
financial sector. Government fiscal and monetary stimulus stabilized prices by mid-
year, while a devaluation in the yen boosted exports. Housing starts were strong
during the year, aided by record low interest rates and re-building efforts after the
Kobe earthquake in January 1995. The crisis caused by the insolvency of several
Japanese banking institutions continued to weigh on the economy, spurring
government reform and deregulation of the Japanese financial sector.

The Chinese economy grew a rapid 9.7 per cent in 1996, compared with

10.5 per cent the previous year. The economies of many other Asian countries
slowed due to a shake-out in consumer electronics, computers and chip-making.
South Korea — the second largest market for British Columbia exports in the
Pacific Rim after Japan — grew 7.1 per cent, while Taiwan grew 5.6 per cent,
Hong Kong 4.5 per cent, and Australia 4.0 per cent.

Canadian financial markets were relatively stable in 1996 as memory of the
Quebec referendum in late 1995 faded, allowing markets to focus on economic
fundamentals. Two factors dominated monetary conditions in 1996 — the weak
national economy and the improving government fiscal situation. Economic
conditions allowed the Bank of Canada to reduce interest rates steadily throughout
the year; by year end the three-month treasury bill rate had declined to

3.0 per cent, 2.5 percentage points lower than at the start of the year.

Chart 1.3 Canadian and United States Short-term Interest Rates
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British Columbia and the Asia Pacific Region

Importance of From an economic perspective, the 21st century is being regarded as the Asia Pacific
Asia Pacific century. With its fa_st economic gro_vyth, Ia_rge markets, trade_and investment opportunities,

and cultural diversity, the Asia Pacific region has been a major contributor to British
Columbia’s economic growth and prosperity. In the future, it will continue to be vital for
jobs, trade, investment, infrastructure, immigration, tourism, education, and culture.

The Asia Pacific region is defined here as including Japan, China, Taiwan, North Korea,
South Korea, Hong Kong, Malaysia, Brunei Darussalam, Singapore, Laos, Mongolia,
Indonesia, Phillippines, Macau, Thailand, Vietnam, Australia, New Zealand, and Fiji.

Asia Pacific has been by far the fastest growing region in the world economy. Over the last
decade, the major Asian economies have experienced growth rates two to three times
higher than the most dynamic North American or European nations. The Asia Pacific
region is forecast to remain a top economic performer for years to come.

Equally important is the rapid growth of the region’s population. If combined with the
Indian sub-continent, Asia Pacific currently has over half the world’s population. By the
year 2000, it is estimated that it will account for about 60 per cent of the world’s
population, produce more than 50 per cent of the world’s goods and services, and account
for over 60 per cent of global trade. This heralds large emerging markets around the region
that will provide stimulus to economic growth and provide new opportunities for British
Columbia investors and exporters.

Canada’s Gateway British Columbia is Canada’s Asia Pacific “gateway’_’ not only dl_Je_ to _its natural geographic
advantage, but also because of government and private sector initiatives that have further
developed its competitive edge.

Geography has given the province a natural advantage in trade with the Asia Pacific
region. For example, British Columbia offers the shortest Great Circle route from western
North America to many points within these key trading areas. As an air gateway,
Vancouver has a natural geographic advantage as it has the shortest air route between
North America and many north Asian destinations. It is 1,150 kilometres closer to Tokyo,
Hong Kong and Singapore than Los Angeles. This saves passengers and air carriers roughly
3.5 hours round-trip flying time.

In addition to its advantageous location and proximity to the world’s largest markets,
British Columbia has other competitive advantages which include world-class
infrastructure, a highly skilled and productive workforce, and an abundance of natural
resources and low cost energy. The province’s traditional resource economy, centred on
forestry and mining, is diversifying. British Columbia’s service sector and knowledge-based
industries now provide major sources of growth.

Although geography has provided British Columbia with a natural advantage, this by itself
is not sufficient to ensure that the province remains an Asian gateway. The province has
made many improvements in sea, air, rail and road infrastructure to establish British
Columbia as an important transportation hub. These include a newly expanded
international airport in Vancouver, continental rail and highway networks, and extensive
sea links to the world with deep-sea terminals. In addition, Vancouver is rapidly
developing as an international centre for trade, investment and finance due to government
and private sector efforts to establish the city as a trading centre. Vancouver is now home
to:

* an International Maritime Centre, a non-profit society that markets British Columbia to
international shipping companies, and facilitates the establishment of international
shipping-related operations in the province;

* an International Financial Centre which assists registered financial institutions to benefit
from tax and regulatory exemptions under provincial legislation while conducting
international financial business with non-residents of Canada;

=
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« the Asia Pacific Foundation, an independent, non-profit organization that advances
knowledge and understanding between the peoples and institutions of Canada and the
Asia Pacific region;

 one of the world’s seven international arbitration centres; and

» GLOBE conferences (e.g., GLOBE ‘96).

In addition, during 1997 Vancouver is hosting the 5th annual meeting of the Asia Pacific

Parliamentary Forum, the 4th World Chinese Entrepreneurs Convention, and the meeting of
the leaders of the 18 member economies of the Asia Pacific Economic Cooperation (APEC).

British Columbia- Largely due to its trade with the Asia Pacific economies, British Columbia has a much more
. T diversified export market profile than that of Canada as a whole, with a significantly larger

Asia l_DaCIfIC Trade percentage of exports going to the Asia Pacific region. For many years, Asia Pacific has

Relations been second only to the United States as an export destination for the province.

In 1996, Asia Pacific markets accounted for $9.2 billion or 36 per cent of British Columbia’s
total exports. In contrast, Canada exported 9 per cent of its goods to the Asia Pacific
region. Five of British Columbia’s top 10 export destinations were Asia Pacific economies.

Chart 1 British Columbia and Canada Commodity Exports by Destination, 1996
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Source: Statistics Canada

APEC APEC is an international forum for promoting trade and economic co-operation among its
18 member economies in the Asia Pacific region. APEC members are: Australia, Brunei
Darussalam, Canada, Chile, China, Hong Kong, Indonesia, Japan, Korea, Malaysia, Mexico,
New Zealand, Papua New Guinea, Philippines, Singapore, Chinese Taipei, Thailand, and
the United States.

As chair of APEC in 1997, Canada is hosting the fifth annual APEC economic leaders’
meeting in Vancouver in November 1997. The APEC meetings offer opportunities to
highlight British Columbia as Canada’s Asian gateway and to showcase its trade and
investment potential locally, nationally, and internationally. The total cost of staging the
meeting is estimated at over $30 million, with the federal government covering the majority
of the costs. The provincial government has committed funding of $5 million. The APEC
meeting is a significant and prestigious event which will bring an estimated 10,000 visitors
to the province, including international media, senior business representatives, and
government leaders. O
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Canadian Economy

The spread between Canadian and U.S. interest rates widened throughout a1996
as interest rates declined in Canada and rose slightly in the U.S. Three-month
treasury bill rates started the year below comparable U.S. securities and by year
end, Canadian rates were below U.S. rates at terms out to ten years. This was
partly a reflection of the relatively weak Canadian economy, but also the stronger
fiscal situation at all levels of government. At the end of 1996, the dollar was
valued at 73.4 U.S. cents, up 0.6 per cent from 73.0 cents twelve months earlier.
The dollar increased 1.4 per cent against the currencies of Canada’s ten largest
trading partners and rose strongly against the Japanese yen (up 12.5 per cent) and
German deutschemark (8.3 per cent).

The Canadian economy grew 1.5 per cent in 1996, down from 2.3 per cent in
1995. Domestic growth picked up while the trade sector weakened after having
fuelled much of the previous three years’ growth. Real consumer spending rose
2.4 per cent, while stronger residential construction and machinery and equipment
investment boosted business investment in fixed capital by 7.8 per cent.
Government spending declined for the third year in a row as a result of ongoing
federal and provincial expenditure restraint. Export volume growth slowed to

3.5 per cent and was outpaced by imports. Final domestic demand, which
excludes net exports and inventory accumulation, expanded by 2.5 per cent.

Canadian economic growth strengthened from an annual rate of 1.3 per cent in
the first half of the year to 2.8 per cent in the second half. The auto sector was
twice faced with work disruptions in 1996 — in the second quarter as a strike by
U.S. auto parts workers affected Canadian production and again in the fourth
quarter due to a four-week strike by General Motors’ workers in Ontario. Ontario
public sector workers were on strike for six weeks, which accounted for most of
the 151 per cent increase in worker-days lost in 1996. Corporate pre-tax profits
were unchanged in 1996, in part due to slower export growth.

Employment increased 1.3 per cent in 1996, a gain of 170,000 jobs. Full-time
employment rose by 90,000 and part-time employment by 80,000. The
unemployment rate rose to 9.7 per cent from 9.5 per cent in 1995, as labour force
growth outpaced employment growth.

Total wages and salaries increased 2.9 per cent in 1996, due to the increase in
employment and a 2.1 per cent rise in average weekly earnings. Personal
disposable income rose a modest 1.0 per cent; however, consumption continued
to rise as the ratio of debt-to-personal disposable income rose to 96.5 per cent, a
3.6 percentage point increase from 1995. Inflation increased a modest 1.6 per cent
in 1996. Core inflation — which excludes volatile food and energy prices and
indirect taxes — was 1.5 per cent, in the lower part of the Bank of Canada’s 1 to
3 per cent target band. Wage settlements increased by 0.9 per cent, the same pace
as in 1995.

Consumer confidence was weak for much of the year, and limited retail sales
growth to 2.6 per cent. Activity was stronger in the housing sector, as housing
starts rose 12.4 per cent from a 35-year low in 1995, and existing home sales rose
27 per cent. Falling interest rates boosted affordability along with falling house
prices — new home prices declined throughout the year, and existing home
prices were down 0.4 per cent in December 1996 from twelve months earlier.
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British Columbia’s population as of December 31, 1996 was 3,902,547, an increase
of 2.2 per cent, or 83,048 from a year ago. Of this increase, 63,885 was due to in-
migration while the rest was due to natural increase (births minus deaths). Total
in-migration rose 4.9 per cent from 1995 as international migration rose

15.9 per cent to 42,735 and interprovincial migration fell 12.0 per cent to 21,150.

Employment rose by 2.5 per cent in 1996, a gain of 44,000 jobs. Full-time
employment rose by 31,000 while part-time employment increased by 13,000.
Labour force growth was 2.4 per cent, slower than employment, which allowed
the unemployment rate to decline slightly to 8.9 per cent from 9.0 per cent in
1995.

Other significant labour market and income developments in 1996 included:

* A 2.6 per cent increase in female employment and a 2.4 per cent rise in male
employment.

» A 12.5 per cent increase in self-employment, or 37,000 jobs, which accounted for
most of the gain in total employment. The increase in self-employment was
concentrated in construction, manufacturing and business, community and
personal services. Self-employment as a percentage of total employment rose to
18.5 per cent from 16.8 per cent.

« A 2.1 per cent rise in service sector employment and a 3.6 per cent increase in
goods employment. Agricultural employment rose sharply, but was offset by a
9.1 per cent decline in other primary sector employment. Manufacturing rose
7.8 per cent, and construction employment increased 0.8 per cent.
Transportation, communications and utilities employment fell 1.4 per cent while
retail/wholesale trade was unchanged. Community, business and personal
services employment rose by 2.9 per cent, and accounted for half of all job
growth.

» The number of paid employees rose 0.5 per cent. However, total paid hours
worked increased just 0.1 per cent, as the average number of hours worked per
employee declined.

Personal disposable income rose 1.6 per cent, mainly due to a 3.6 per cent
increase in wages and salaries. Average weekly earnings rose 2.2 per cent.

« Consumer bankruptcies rose 36 per cent in response to increased consumer debt
levels.

Price increases for the economy as a whole were modest. The British Columbia
consumer price index (CPI) rose 0.9 per cent in 1996. Shelter costs declined due
to lower mortgage rates and housing prices, and clothing prices were unchanged.
By December 1996, the year-over-year inflation rate had fallen to 0.7 per cent.

Wage increases reached in collective agreements averaged 0.6 per cent, down
from 1.3 per cent in 1995. The number of worker-days lost due to labour disputes
was up 33 per cent from 1995, but was only half the most recent peak reached in
1992.
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Consumer Expenditure
and Housing

10

Chart 1.4 Unionization Rate in British Columbia
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The total value of retail sales increased 1.3 per cent in 1996, as growth slowed
from 6.3 per cent in 1995. One factor in the slowdown in retail sales growth was a
severe winter storm in Southwest British Columbia at the end of 1996. Sales rose
in the automotive parts and service, household furnishings, food and drug and
general merchandise sectors, but declined in the clothing sector. Auto dealer sales
rose 2.7 per cent. The volume of new vehicle sales fell for the second year, by

3.0 per cent; however, the value of new car sales rose by 6.4 per cent as a shift to
higher-priced trucks, vans and sport utility vehicles continued.

Chart 1.5 Retail Sales by Trade Group, 1996
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A pickup in in-migration, and increased affordability contributed to a modest

2.2 per cent increase in housing starts in 1996, to 27,641 units. Existing home sales
rose 24.3 per cent, in part due to lower house prices which in December 1996
were down 3.7 per cent from a year ago. Lower interest rates also contributed to
sales growth. Non-residential building permits fell 0.7 per cent in 1996, while
residential permits rose 19.0 per cent.
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Total investment in the province declined 3.4 per cent in 1996 to $18.6 billion (see
Table 1.1). Public sector investment rose 2.4 per cent. Private sector investment —
which accounts for 80 per cent of total investment — declined by 4.8 per cent.
Residential investment rose 1.6 per cent but was more than offset by a

9.5 per cent decline in non-residential investment — half of which was due to
lower forest sector investment.

Table 1.1 British Columbia Capital Investment, 1996

Construction Machinery and Equipment Total
($ million) (per cent) ($ million) (per cent) ($ million) (per cent)
PUbliC......coo 2,968.3 -1.0 836.0 16.8 3,804.3 2.4
Private ... 9,798.1 -5.1 4,968.7 -4.3 14,766.8 -4.8
Residential........ 6,691.4 1.6 — — 6,691.4 1.6
Non-Residential......... 3,106.7 —16.9 4,968.7 —4.3 8,075.4 —9.5
Total ..o 5,804.7 =17 18,571.1 —-3.4

12,766.4 —4.2

Source: Statistics Canada.

Exports

The investment figures for 1996 include spending on major capital projects across
the province. New provincial public capital spending was frozen halfway through
the year due to government fiscal restraint, but work continued on a number of
projects including the Vancouver Island Highway, the construction of three high-
speed ferries, and a new ferry terminal in Nanaimo (completed in 1997). Other
transportation upgrades included a container port terminal at Roberts Bank in
Delta (opened in May 1997) and the completion of the Vancouver International
Airport expansion.

The largest ongoing project in Vancouver was the Coal Harbour redevelopment
which will create a large volume of residential, commercial office and public-use
areas. In the resource sector, continuing projects included modernization of the
existing lead smelter in Trail, expansion of the Quinsam Coal Mine near Campbell
River, and construction of the Mount Polley gold/copper mine in the Cariboo
region. New investment in the forest sector included capacity upgrades by Fletcher
Challenge at Elk Falls, Mackenzie and Quesnel. Timber West also began updating
its sawmill in Elk Falls, and Canfor invested in plants in Prince George and
Williams Lake. Westcoast Energy continued to upgrade its pipeline facilities to
allow shipment of northeast natural gas to market.

The total value of merchandise exports declined 4.6 per cent in 1996. Exports to
the U.S. — the destination for over half of British Columbia’s exports — grew

4.4 per cent in 1996, as the strong housing market pushed up prices for the
province’s lumber. However, the value of exports to Japan fell 6.2 per cent due to
the dollar’s appreciation against the yen and sharply lower pulp and paper prices.
Exports to the rest of the Pacific Rim declined, although trade with China
increased. Exports to Western Europe? fell 32.5 per cent, again mainly due to
lower pulp and paper prices.

2 Austria, Belgium, Denmark, Finland, France, Germany, Greece, Iceland, Italy, Ireland, Luxembourg, Netherlands, Norway, Portugal,
Spain, Sweden, Switzerland and the United Kingdom.
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Much of the decline in merchandise exports was due to lower world prices for
pulp, newsprint and copper, which offset higher lumber prices. The Ministry of
Finance and Corporate Relations’ export commodity price index fell 6.3 per cent in
Canadian dollar terms (5.8 per cent in U.S. dollar terms). Pulp and newsprint
prices plunged at the start of the year from all-time highs, as new supply came
onstream in other parts of the world and an inventory overhang developed. By
year end, prices had partly recovered but pulp prices fell from an average of

$888 U.S. a tonne in 1995 to around $590 in 1996, while newsprint fell from

$676 U.S. a tonne to $652. Lumber averaged $352 U.S. per thousand board feet in
1996, up from $251 U.S. in 1995. The quota introduced on softwood lumber
shipments to the U.S. increased price volatility as producers adjusted output to
meet quarterly quotas. (See topic box in Chapter 4 for a discussion of the Canada-
U.S. softwood lumber agreement.) Copper prices fell sharply in mid-1996 due to
an attempt by the Sumitomo Corporation’s commodities trading arm to manipulate
the world market; prices for the year were down 22 per cent in U.S. dollar terms.
Natural gas prices increased by 5.8 per cent, while coal prices rose 1.6 per cent.

Chart 1.6 British Columbia Export Commodity Price Index
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Goods sector output was down 1.8 per cent in 1996, while services output rose

2 per cent. The primary sector fell 0.8 per cent due to lower agriculture, logging,
and fishing activity, offset by increased mining activity. Manufacturing output fell
1.9 per cent, and construction fell 5.2 per cent due to a decline in overall capital
construction. Transportation, storage, communications and utilities output rose

2.3 per cent, and wholesale/retail trade output rose 0.9 per cent. The output of the
finance, insurance and real estate sector rose 4.6 per cent, in part reflecting
stronger real estate and mortgage activity. Community, business and personal
services output rose 1.5 per cent, while government sector output fell 2.5 per cent.

There are five main components of aggregate demand: consumer expenditure,
capital investment, government current expenditure, exports and imports. Real
GDP rose 1.0 per cent in 1996. Real personal consumption rose 3.4 per cent due
to increased spending on services. Government spending rose 0.2 per cent and



Current Situation

Chapter 1: Economic Review

capital investment declined 0.9 per cent. Exports fell 0.7 per cent, while imports
grew 0.4 per cent. Final domestic demand, which excludes net exports and
inventories, rose 2.0 per cent. Slower inventory accumulation reduced overall real
GDP growth.

Chart 1.7 Real GDP and Employment by Industry, 1996
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The pace of British Columbia economic activity increased in the first half of 1997
compared to the first half of 1996. A moderate but broadly based recovery appears
to be underway, with exports, manufacturing shipments and retail trade up from a
year ago. However, employment declined in the early months of 1997 before
recovering at mid-year to above the December 1996 peak.

The performance of British Columbia’s major trading partners has been better than
expected during the first six months of 1997. Strong economic growth in North
America during the first half was partly offset by sluggish growth in the Japanese
and continental European economies. The U.S. economy grew at a 4.4 per cent
annual rate in the first half of 1997, up from a 3.1 per cent pace in the second half
of 1996. Growth slowed to 3.6 per cent in the second quarter after rising to

4.9 per cent in the first quarter. To date, the absence of any significant inflation
pressure has kept U.S. interest rates low despite strong economic growth.

Japanese economic activity surged in the first quarter of 1997 as consumers rushed
to purchase big ticket items in advance of an April 1 increase in the nation’s
consumption tax rate. Preliminary figures show that consumer spending and
overall growth slowed significantly in the second quarter. Growth in Europe has
been held in check by fiscal restraint measures, with the U.K. the only major
economy showing strong growth.

13
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The Canadian economy grew 4.9 per cent in the second quarter, up from

3.7 per cent in the first quarter. Real GDP in the first half of 1997 was up

3.3 per cent from the same period in 1996, due to a broadly-based increase in
final domestic demand. Higher levels of consumer confidence, spurred by
employment growth and low interest rates, contributed to increased purchases of
autos and new houses. Canadian job growth has accelerated in recent months with
employment increasing by over 200,000 between December 1996 and July 1997.
The summer 1997 issue of the Bank of Canada Review stated that “. . . the Bank
expects the economy to continue to expand vigorously (at an average rate of
around 4 per cent through to the fourth quarter of 1997)".

Chart 1.8 Components of Real GDP Growth, 1996
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Overall monetary conditions were accommodative in the first half of 1997. Low
inflation and Canada’s improving fiscal situation helped keep interest rates low
during the first half of the year. Canadian short-term interest rates were

2 percentage points below their U.S. counterparts while long-term Canadian bond
yields were similar to U.S. rates. Accelerating growth in the national economy and
exchange rate weakness prompted the Bank of Canada to raise its key Bank rate
by one-quarter percentage point in late June. The rate increase helped boost the
dollar into the upper 72 U.S. cent range, but the dollar weakened in August. At the
end of August, the Canadian dollar was down 1.6 per cent against the U.S.
currency since the start of the year, and unchanged against the G-10 currencies.
Financial market turmoil in southeast Asia resulted in currency devaluations in
Thailand, Indonesia, Malaysia, Singapore and the Phillippines, but had a negligible
effect on the Canadian dollar, in contrast to the Mexican peso crisis a year and a
half earlier.

The value of international merchandise exports was up 9.9 per cent during the
first six months of 1997 after declining 6.4 per cent for all of 1996. With the
average price of the province’s export commodities up approximately 3 per cent
in Canadian dollar terms during the first half of this year, the volume of

14
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merchandise exports rose about 7 per cent. Lumber prices have rebounded from
relatively low levels in late 1995 and early 1996, and newsprint and pulp prices
have risen from lows of $500 U.S. to around $575 at mid-year. Copper prices have
recovered some of the ground lost in 1996, and zinc and molybdenum prices are
up sharply. However, gold prices continue to be weak. Natural gas prices fell
sharply in the second quarter after a runup in the previous two quarters.

The recovery in provincial exports is related to the 7.4 per cent rise in the value of
manufacturing shipments during the first half of 1997. The flow of goods to and
from British Columbia will be facilitated by the opening of the new container port
at Roberts Bank earlier this year.

British Columbia employment rose slightly on a seasonally-adjusted basis between
December 1996 and July 1997 after recording a significant increase in the last
quarter of 1996. Employment levels remain above those recorded in the first seven
months of 1996; on a year-to-date basis, the number employed was up 2 per cent
in July. Much of this year-to-date increase was due to rising numbers of self
employed. The seasonally-adjusted unemployment rate averaged 8.6 per cent in
the first seven months of 1997, unchanged from the first seven months of 1996.

Total net in-migration to British Columbia continues to slow from the levels
recorded earlier in the decade. Net in-migration to British Columbia was

12.7 per cent lower during the first quarter than a year ago. The decline is mainly
due to a slowdown in the inflow of migrants from other provinces, as the
economic recovery in the rest of Canada attracts increasing numbers of job
seekers. Interprovincial migration totalled 1,153 persons in the first quarter, down
from 3,747 persons in the first quarter of 1996. Net international in-migration, on
the other hand, has been relatively stable with a net inflow of 10,498 persons in
the first quarter compared to 9,597 in the same period last year. The handover of
Hong Kong control to China on July 1 had little immediate effect on immigration
flows to and from British Columbia.

Consumer spending in British Columbia has recovered after weakening during
1996. Sales have been volatile, however, with unseasonable weather contributing
to wide month-to-month swings. During the first half of 1997, retail sales rose
4.8 per cent while sales volumes of new cars and trucks were up 13.6 per cent.

Housing activity rebounded in the second quarter of 1997 after declines in the two
previous quarters. Urban housing starts were up 0.2 per cent in the first seven
months of 1997 while sales of existing houses in the year-to-June period rose

3.6 per cent. Housing affordability has improved with average prices below the
peaks reached in recent years and low interest rates improving financing terms.

Statistics Canada’s mid-year survey of private and public investment intentions
suggests that capital spending will rise 9.9 per cent in 1997 to total $20.4 billion
following a 3.4 per cent decline in 1996. The increase in planned capital spending
is broadly based with all major sectors planning to boost investment in 1997.
While the survey indicates planned housing investment is expected to increase by
7.2 per cent this year, building permits have moved in the opposite direction,
declining by 7.9 per cent during the first half of 1997.

15
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Total wages and salaries were up 4.7 per cent in the first five months of the year
compared to the same period in 1996 while average weekly earnings were up

2.7 per cent. Labour Canada figures indicate major wage settlements provided
increases averaging 1.5 per cent during the first half of the year. Private sector
settlements have been above public sector wage increases for some time.
Increases in consumer prices have been held down by the moderate growth in
economic activity and declines in housing costs. Inflation in British Columbia, as
measured by the consumer price index, averaged only 0.8 per cent during the first
seven months of 1997, the lowest rate of all the provinces.

At the end of August, the Ministry of Finance and Corporate Relations forecast of
2.2 per cent economic growth in 1997 appeared to be on track. However,
developments in the forest sector posed some risk to this outlook. A strike that
began on July 14 halted operations at three Fletcher Challenge pulp and paper
mills in British Columbia. The disruption has idled 2,400 mill workers. An equal
number of forest workers were affected by the shutdown of the Skeena Cellulose
pulp mill at Prince Rupert and affiliated sawmills and logging operations in the
region. Negotiations were underway between the mill’s creditors and unions
representing the workers on arrangements that could lead to re-opening of the
mill.



Chapter Two
Financial Review

Canadian Currency




2: Financial Reviewl

Historical
Overview

The provincial government’s finances are closely tied to the performance of the
province’s economy. During the early 1980s, the international recession and the
subsequent slow recovery in British Columbia caused provincial revenue to
weaken while provincial spending increased. This resulted in budget deficits of
about $1 billion per year from 1982/83 to 1986/87.

Between 1987/88 and 1989/90, a strong turnaround in the provincial economy and
various revenue measures led to an improvement in the government’s finances. In
1988/89 and 1989/90, the government recorded annual surpluses of $736 million
and $456 million, respectively.

After 1989/90, slower economic growth and continuing cutbacks to federal
transfers dampened revenue growth while government spending continued to
increase in response to growing demand for government services, partly caused
by high in-migration. This led to government deficits beginning in 1990/91, and
also resulted in the emergence of a structural deficit. (The structural deficit is the
component of the deficit that will not disappear as the economy recovers.)

The provincial deficit peaked at $2.5 billion in 1991/92. Beginning in 1992/93,
revenue measures and government action to reduce spending growth helped to
reduce both the actual and structural deficits.

Chart 2.1 shows how the provincial government’s real per capita revenue and
expenditure have changed as a result of changes in the economy and the
government’s fiscal policies. Real per capita revenue and expenditure remained
fairly constant in the early 1980s, with real per capita revenue exceeding real per
capita spending until 1986/87. In 1987/88 and 1988/89, real per capita revenue
increased significantly due to a strengthening economy and revenue measures; it
remained higher than real per capita expenditure until 1989/90. In the following
two years, real per capita revenue declined while real per capita expenditure
increased, mainly due to a slowdown in the provincial economy.

The government’s deficit-reduction efforts narrowed the gap between real per
capita revenue and expenditure, from $838 (1996 dollars) in 1991/92 to $91 in
1996/97. The gap narrowed slightly between 1994/95 and 1996/97, as both
revenue and expenditure fell in real per capita terms.

1 Revenue, expenditure and surplus (deficit) information in this chapter is presented on a consolidated revenue fund basis based on
preliminary unaudited 1996/97 Public Accounts information. Figures are consistent with the government’s organization and accounting
policies effective March 31, 1997, which include the effect of capitalization for certain assets held by the consolidated revenue fund. For
comparative purposes, information for certain prior years has been restated. For additional information and a glossary of terms used in

this chapter, see Appendix 2.
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Chart 2.1 Real Per Capita Revenue and Expenditure
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Real per capita revenue fell 1.0 per cent in 1996/97, compared to a 3.4 per cent

decrease in 1995/96 and a 3.7 per cent increase in 1994/95. Lower revenue from
federal transfers and from other miscellaneous sources accounted for most of the
decline in 1996/97.

Real per capita spending declined 1.1 per cent in 1996/97, compared to a

3.9 per cent decline in 1995/96 and a 0.9 per cent increase in 1994/95 (which
included one-time expenditures for the Vancouver Island natural gas pipeline
assistance agreement).

Appendix Tables A2.4 to A2.9 provide historical data on revenue and expenditure,
including growth rates, per capita amounts and revenue and expenditure as

a per cent of gross domestic product. A glossary of terms used in this chapter is
also included in Appendix 2.

Slower-than-expected economic growth and weaker-than-expected commodity
prices caused provincial government net revenue to be $408 million or 2 per cent
below the 1996/97 budget estimate. Lower revenue from natural resources, various
taxes, fines and other revenue sources was partially offset by higher contributions
from the federal government and Crown corporations. Net revenue totalled

$20.3 billion, up 2.3 per cent from the previous year. This compares to revenue
growth of 1.3 per cent in 1995/96. In 1996/97, an additional $630 million of
dedicated revenue was collected by the government on behalf of, and transferred
to, provincial Crown corporations and agencies (see Table 2.1).

Expenditure in 1996/97 totalled $20.6 billion, up $43 million from budget and

2.2 per cent higher than in 1995/96. During the year, unexpected spending
pressures emerged, particularly in the Ministries of Health, Human Resources, and
Attorney General and for the BC Benefits program. The government responded
with general spending cuts which resulted in 12 of the 16 ministries being under
budget by year end.

The consolidated revenue fund had a deficit of $352 million in 1996/97, compared
to the budget estimate of a $98 million surplus. The 1996/97 deficit was slightly
lower than the comparable deficit for 1995/96.
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Table 2.1 Summary of Operating and Financing Transactions
Consolidated Revenue Fund?!

Budget Preliminary
Estimate Actual Actual
(Unaudited) 1996/972 1996/97 1995/962
(% millions)
GIOSS FRVENUE......cooeeeee e 21,294.0 20,881.0 20,401.6
Less: Dedicated revenue transferred to Crown corporations and
AOENCIESS oo (635.0) (629.6) (601.0)
NEL TEVEINUE......ocooscosososss oo 20,659.0 20,251.4 19,800.6
D ed o 1T 0 1 (1= 20,561.0 20,603.6 20,156.0
SUIPIUS (AEFICIE). ..o 98.0 (352.2) (355.4)
Net receipts (disbursements) from financing and working capital
TPANSACHIONSA ... oo (45.0) (420.0) 145.4
Decrease (increase) in cash and temporary investments...................... — (21.2) 154.0
Net (increase) decrease in government direct debt> ... 53.0 (793.4) (56.0)

1 Figures based on preliminary 1996/97 Public Accounts information.

2 Expenditure figures for 1995/96 and the 1996/97 budget estimate have been restated to reflect a change in accounting policy in respect of tangible
capital assets. The effect of this restatement reduces 1995/96 expenditure by $14 million, and the 1996/97 budget estimate by $11 million. Further
information is shown in Appendix 2 — Accounting Changes Effective in 1996/97.

3 Includes dedicated revenue collected on behalf of, and transferred to, British Columbia Transit, BC Transportation Financing Authority and Forest
Renewal BC. Further information is provided in Appendix 2.

4 Financing and working capital transactions represent either a source or use of funds, such as the payment or collection of loans and accounts
payable/receivable, or non-cash transactions including allowances for doubtful accounts. They do not cause a change in the annual surplus (deficit) but
only a change in the composition of the government’s assets and liabilities.

5 Includes direct debt incurred for government operating purposes and does not include debt incurred by, or on behalf of, Crown corporations and
agencies.

The provincial government’s financial requirements consisted of the deficit, net
disbursements for financing and working capital transactions totalling $420 million,
and a $21-million increase in cash balances. These requirements were met by
increasing government direct debt by $793 million in 1996/97. Requirements for
financing and working capital transactions were higher than expected mainly due
to lower-than-expected collections of revenue accounts at the end of 1995/96,
lower proceeds from the disposition of fines, and higher-than-expected accounts
outstanding from Crown corporations at year end.

Accounting In this chapter, preliminary unaudited results for 1996/97 are presented on a basis

Policy that includes the effect of a change in accounting policy with respect to
capitalization of certain assets held by the consolidated revenue fund. This is
consistent with the government’s accounting policies effective March 31, 1997 and
with the basis used in the 1997/98 Estimates. As a result, the 1996/97 Estimates
and 1995/96 actual results have been restated for comparability.

Prior to the accounting policy change, the consolidated revenue fund deficit in
1996/97 was $368 million compared to a deficit of $369 million in 1995/96. The
effect of applying a capitalization accounting policy reduced the 1996/97 deficit by
$16 million and 1995/96 deficit by $14 million. Further information is provided in
Appendix 2.

Revenue Net revenue of the consolidated revenue fund totalled $20,251 million in 1996/97,
$408 million below budget but up 2.3 per cent from the previous year. An
additional $630 million in dedicated revenue was collected on behalf of, and
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transferred to certain provincial Crown corporations and agencies in 1996/97.
Chart 2.2 provides a breakdown of government revenues by source. Appendix 2
provides a breakdown of dedicated revenue transferred to provincial Crown
corporations and agencies.

Chart 2.2 Consolidated Revenue Fund Revenue by Source, 1996/97*

Federal Government ($1,955)

Per Cent of Total
($ millions)

Natural Resources ($2,185)

Taxation ($13,099)

Other ($1,864)

Government Enterprises ($1,148)

*Excludes dedicated revenue collected
on behalf of Crown Corporations

Total: $20,251 million

Taxation revenue of $13,099 million was $120 million below budget but

4.7 per cent higher than in 1995/96. Lower-than-budgeted revenue from
corporation income, social service, property and other taxes was partially offset by
higher-than-budgeted revenue from personal income tax.

Provincial personal and corporation income taxes are collected by the federal
government and remitted to the province in regular instalments based on federal
government projections. Prior-year adjustments are made in the following year
when actual tax collections are known. However, the province records personal
income tax revenue on an accrual basis; revenue is the estimated tax due for the
fiscal year regardless of the timing of the actual cash receipts. Corporation income
tax revenue is generally recorded when received.

Personal income tax revenue was $73 million above budget due to the impact of
higher-than-expected assessments for the 1995 taxation year, partly offset by
higher-than-expected deductions for BC Family Bonus entitlements for 1996/97,
and a lower forecast of British Columbia personal income growth in 1996.

BC Family Bonus entitlements of $87 million, representing 30 per cent of total
entitlements, were deducted from personal income tax revenue in 1996/97 — the
remainder was reported as program expenditure. Corporation income tax revenue
was $103 million below budget but 10 per cent higher than in 1995/96. The
decline from budget was due to a lower federal forecast of national corporate
profits in 1996, and a smaller-than-expected prior-year adjustment for the 1995 tax
year due to a lower British Columbia share of the tax base.

Social service tax revenue of $3,076 million was $75 million below budget but up
2.6 per cent from the previous year. The decline from budget was mainly due to
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lower-than-expected machinery and equipment spending in 1996 and weaker-
than-expected sales of taxable durable goods. Social service tax revenue does not
include $9 million of dedicated sales tax on short-term car rentals received by the
BC Transportation Financing Authority in 1996/97.

Property tax revenue of $1,257 million was $18 million below budget but up
slightly from 1995/96 due to lower-than-expected property assessments. In
1996/97, home owner grants of $453 million were deducted from property tax
revenue.

Fuel tax revenue of $688 million was $15 million above budget and 1.4 per cent
higher than 1995/96. The increase from budget was mainly due to the delay in
transferring an additional one cent per litre of motor fuel tax revenue to the

BC Transportation Financing Authority, partially offset by an $11 million jet fuel
tax remission to Canadian Airlines International. Fuel tax revenue does not include
$136 million of dedicated revenue collected for British Columbia Transit and the
BC Transportation Financing Authority in 1996/97.

Other tax revenues of $1,466 million were $13 million below budget but

5.3 per cent higher than in 1995/96. Tobacco tax revenue was $13 million above
budget and 1.2 per cent higher than the previous year due to higher taxed
consumption volumes. The volume increase in 1996/97 contrasted a 6.7 per cent
decline in 1995/96, partially due to tighter enforcement. A pickup in housing sales
resulted in property transfer tax being $8 million above budget. Sales volumes
increased 8.7 per cent from 1995/96 levels. Corporation capital tax was $37 million
or 8.4 per cent lower than budget due to lower-than-expected instalments received
for the current year and higher-than-expected refunds in respect of previous
taxation years.

Natural resource revenue of $2,185 million was $216 million below budget but
7.9 per cent higher than in 1995/96. Lower-than-budgeted revenue from forests
and minerals was partly offset by higher-than-budgeted revenue from petroleum,
natural gas and water resources.

Revenue from petroleum and natural gas royalties was $35 million or 16 per cent
above budget due to strong commodity prices. North American oil prices averaged
US $22 per barrel in 1996, up 19 per cent from the previous year, while average
natural gas field prices rose 24 per cent over the same period. These higher prices
and significant new discoveries also contributed to revenue from sales of Crown
land drilling rights being $69 million higher than budget. Revenue from minerals
was $34 million below budget and 39 per cent lower than in the previous year,
mainly due to lower copper and molybdenum prices and higher-than-expected
refunds in respect of 1995/96 assessments.

Forests revenue of $1,408 million was $292 million below budget but up

4.5 per cent from 1995/96. The decline from budget was mainly due to lower
revenue from timber sales (down $176 million), the small business forest
enterprise program (SBFEP) (down $37 million) and logging tax (down

$76 million). Timber sales revenue was below budget mainly due to lower-than-
expected stumpage rates. Rising lumber prices did not affect stumpage rates until
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the last half of the year, and only partially offset the effect of lower-than-expected
stumpage rates during the first half of the year. Harvest volumes were slightly
below budget as lower-than-expected Coast volumes were partially offset by
higher Interior volumes. Despite the relatively high lumber prices during the year,
British Columbia companies did not significantly raise production as many firms
had reached duty-free limits imposed under the Canada-U.S. Softwood Lumber
agreement.

Volumes harvested under SBFEP were almost 12 per cent less than expected due
to weak market demand and lower chip prices. Accelerated harvesting by major
licensees, in order to reach assigned five-year cut targets, resulted in a further
reduction of demand for SBFEP timber. A sharp decline in pulp prices and forest
sector profits that occurred in late 1995 and continued in 1996 resulted in lower
logging tax revenue. Forests revenue does not include $485 million of stumpage
revenue under the Forest Renewal Plan, received by Forest Renewal BC in
1996/97.

Other revenue of $1,864 million was $154 million below budget and 2.1 per cent
lower than in the previous year. Fee and licence revenue was $16 million below
budget mainly due to lower revenue from Crown land sales and motor vehicle
licences and permits, partially offset by higher revenue from Medical Services Plan
premiums. Investment earnings were $6 million above budget due to higher-than-
expected gains from sales of sinking fund investments when interest rates were
low. Miscellaneous revenue was $158 million below budget mainly due to lower-
than-expected revenue from fines (down $94 million) lower recoveries of prior-
year expenditures and other year-end adjustments (down $64 million).

Contributions from government enterprises of $1,148 million were $36 million
above budget and 19 per cent higher than in 1995/96. The dividend from the
British Columbia Hydro and Power Authority was $65 million above budget due to
higher domestic and export revenues and lower finance charges. British Columbia
Lottery Corporation profits were $4 million above budget due to higher ticket sales
in response to large jackpots in the early part of the year. Other Crown
corporation contributions were $34 million below budget mainly because of lower
dividends from the British Columbia Buildings Corporation, British Columbia
Systems Corporation, Whistler Land Corporation and British Columbia Railway
Company.

Contributions from the federal government of $1,955 million were $46 million
above budget but down 18 per cent from 1995/96. The Canada health and social
transfer (CHST), which replaced the former Established Programs Financing and
Canada Assistance Plan programs, was $23 million below budget as more of the
entitlement was received through tax point transfers. (CHST revenue is the amount
of the provincial entitlement after deducting 13.5 points of personal income tax
and one point of corporation income tax from the total entitlement.) Other federal
contributions were $69 million above budget due to a $27-million partial recovery
of Canada Assistance Plan entitlements withheld by the federal government in
1995/96, a $22-million contribution in support of provincial immigration programs,
and additional revenue due to the extension of the National Training Act and
Vocational Rehabilitation of Disabled Persons agreements.
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Budget Preliminary
(Unaudited) Estimate Actual Actual
1996/972 1996/97 1995/962  Change3
Taxation Revenue: ($ millions) (per cent)
Personal iINCOMIE...........oooeeeoeeeeeeeeeeeeeee e 5,217.0 5,289.8 4,993.1 5.9
Corporation income 1,450.0 1,347.3 1,225.2 10.0
Social service . 3,151.0 3,076.4 2,999.6 2.6
Property........... . 1,275.0 1,257.2 1,245.4 0.9
[T 673.0 688.1 678.4 1.4
(@)1 =] 1,479.0 1,465.7 1,392.4 5.3
Less commissions on collection of public funds.......... (26.0) (25.2) (24.6) 2.4
13,219.0 13,099.3 12,509.5 4.7
Natural Resource Revenue:
Petroleum and natural gas...........ooocooeceeeeeee, 350.0 453.5 314.9 44.0
YT T=T = 1 81.0 47.2 775 (39.1)
Forests...... e . 1,700.0 1,407.9 1,347.9 4.5
ATAY 2= 1 =T 255.0 264.1 267.7 (1.3)
(@)1 =] 17.0 13.8 19.0 (27.4)
Less commissions on collection of public funds......... (2.0) (1.1) (1.2) —
2,401.0 2,185.4 2,025.9 7.9
Other Revenue:
FEES AN lICEBNCES.....oooooeeeeeeeeeeeeeeeee s 1,574.0 1,558.3 1,482.2 5.1
INVESTMENE AIMNINGS.....ccoooeeee oo 126.0 131.7 167.1 (21.2)
MISCEITANEOUS ..o esee e 377.0 218.7 277.7 (21.2)
Less commissions on collection of public funds............ (59.0) (45.2) (23.5) 91.9
2,018.0 1,863.6 1,903.5 (2.1)
Contributions from Government Enterprises:
Liquor Distribution Branch ..., 587.0 587.8 567.1 3.7
British Columbia Hydro and Power Authority .................... 214.0 279.3 114.8 143.3
British Columbia Lottery Corporation...........ooo...... . 262.0 266.2 244.2 9.0
OUNET . 49.0 14.8 415 (64.3)
1,112.0 1,148.1 967.6 18.7
Contributions from the Federal Government:
Canada health and social transfer........... 1,798.0 1,775.0 2,222.1 (20.1)
(@)1 1= 111.0 180.0 172.0 4.7
1,909.0 1,955.0 2,394.1 (18.3)
TOAl REVENUE ..ot 20,659.0 20,251.4 19,800.6 2.3

1 Figures based on preliminary 1996/97 Public Accounts information. Figures exclude dedicated revenue collected on behalf of, and transferred to,

Crown corporations and agencies.

2 Figures for 1995/96 and the 1996/97 budget estimate have been restated to show commissions and/or remunerations received by agents for
administration, management and collection of revenue and other accounts on behalf of the provincial government. This restatement does not affect total

revenue.
3 Percentage change between 1996/97 preliminary actual and 1995/96 actual.

Expenditure Expenditure for 1996/97 totalled $20,604 million, $43 million above budget and
$448 million or 2.2 per cent higher than 1995/96. During the year, unexpected
expenditure pressures emerged, particularly in the Ministries of Health, Human
Resources, and Attorney General and for the BC Benefits program. In September,
Treasury Board directed ministries to achieve offsetting expenditure savings. As a

result, 12 of the 16 ministries were below budget by year end.
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In 1996/97, five ministries — Health; Education, Skills and Training; Human
Resources; Children and Families; and Attorney General — accounted for

82 per cent of total provincial government expenditure. Interest payments on the
government’s direct debt accounted for 4.6 per cent of expenditure (see Chart
2.3).

Chart 2.3 Consolidated Revenue Fund Expenditure by Ministry, 1996/97

Education, Skills and
Training ($5,725)

Per Cent of Total
($ millions)

Human Resources
($1,788)

Other ($1,566)

Management of Public
Funds and Debt ($951)

Forests ($611)
Transportation and
Highways ($626)

Children and Families ($1,224)

Health ($7,159)

Total: $20,604 million

Expenditure results by ministry are shown in Table 2.3. Changes in expenditure
authorizations since the 1996 budget are summarized in Appendix Table A2.3.

Expenditure by the Ministry of Aboriginal Affairs of $28 million was $4 million
below budget and down 11.5 per cent from the previous year mainly because of
lower spending requirements in support of the land claims negotiation process.

Ministry of Agriculture, Fisheries and Food expenditure of $61 million was up
slightly from last year but $7 million below budget because of lower
disbursements for agriculture assistance.

Ministry of Attorney General spending was $48 million higher than budget at

$954 million. Increased expenditures for flood damage (up $21 million), criminal
injury compensation (up $15 million), and higher utilization of corrections
programs (up $18 million) were partly offset by a reduction in estimated liabilities
under the Crown Proceeding Act. Ministry spending was $59 million higher than in
the previous year mainly due to increased expenditure for corrections programs
(up $15 million); the Crown Proceeding Act (up $10 million); police services

(up $9 million); and court services (up $8 million).

Spending by the Ministry for Children and Families totalled $1,224 million in
1996/97, $26 million below budget due to lower-than-expected demand for child
day-care services (down $19 million) and in other programs. Ministry spending
was $91 million or 8.0 per cent higher than comparable spending for last year
because of expanded services under the new Child, Family and Community
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Services Act, which included the hiring of additional social workers, and transition
costs related to the closure of Woodlands and Glendale hospitals.

Ministry of Education, Skills and Training expenditure of $5,725 million was

$43 million below budget because of program cost saving measures and lower-
than-expected demand for skills development programs. Ministry spending was
$187 million or 3.4 per cent higher than in 1995/96 mainly because of higher
operating contributions to schools (up $95 million) and increased contributions for
school debt service (up $68 million). Public school enrolment increased

2.0 per cent, while the average cost per pupil rose 0.6 per cent. Independent
school enrolment increased 3.2 per cent. Contributions to post-secondary
educational institutions and organizations of $1,110 million were unchanged from
1995/96, while related debt servicing contributions rose $20 million. Spending for
skills development increased $19 million while administration costs decreased
$13 million.

Ministry of Employment and Investment expenditure of $134 million was

$21 million below budget mainly due to program cost saving measures which
included the Build BC special account (down $9 million) and the Science and
Technology special account (down $4 million) and other ministry savings

($8 million). At the end of 1995/96, the ministry assumed responsibilities of

the former Ministry of Energy, Mines and Petroleum Resources and the

British Columbia Trade Development Corporation. Compared to 1995/96, spending
decreased $22 million or 14 per cent mainly due to lower expenditures for energy,
minerals and trade development programs. Spending through the Build BC special
account decreased $11 million and contributions to the British Columbia Ferry
Corporation decreased $5 million.

Ministry of Environment, Lands and Parks expenditure of $244 million was

$10 million higher than budget because of additional expenditures for land
exchanges, partially offset by savings achieved in other programs. Ministry
expenditures were down $26 million from the previous year mainly because of
lower land purchases for parks and recreation.

Ministry of Finance and Corporate Relations expenditures of $97 million were
$17 million below budget. The government-wide freeze on vehicle purchases
reduced spending through the Purchasing Commission Working Capital special
account while other programs undertook cost saving initiatives. Ministry spending
was $13 million or 12 per cent lower than the previous year due to fewer
government-wide vehicle purchases, increased recoveries within the Provincial
Treasury special account, and spending reductions in other areas.

Ministry of Forests spending of $611 million was $44 million or 6.7 per cent below
budget. Lower-than-budgeted expenditures for silviculture programs were partially
offset by higher-than-expected forest fire suppression costs. Ministry expenditures
were $79 million or 11.4 per cent lower than in 1995/96 due to the termination of
the federal-provincial forest resource development agreement and reduced
expenditure in silviculture programs. Forest fire suppression expenditures were
slightly lower than in 1995/96.
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Table 2.3 Expenditure by Ministryl
Consolidated Revenue Fund

Budget Preliminary
Estimate? Actual Actual?
(Unaudited) 1996/97 1996/97 1995/96 Changes
($ millions) (per cent)
=T 0 11 F= LA T 1P 24.3 30.6 26.6 15.0
AUAItOr GENEIAL ... 7.4 7.1 7.7 (7.8)
Office of the Child, Youth and Family Advocate......... 1.0 1.0 0.7 42.9
Conflict of Interest COMMISSIONET ... 0.2 0.1 0.2 (50.0)
EIECHONS B.C.....oocoeesesesesesos oo 24.0 18.9 7.3 158.9
Information and Privacy COmMMISSIONEr ... 2.6 2.4 2.1 14.3
OMBUASMAN ... 4.8 4.8 5.0 (4.0
Office of the Premier..... e 2.4 2.4 2.1 14.3
ADOTIGINAL AFFAIIS ... 32.0 27.6 31.2 (11.5)
Agriculture, Fisheries and Food ... . 68.1 61.0 60.8 0.3
ALOrNEY GeNEral.........ooooeeeeeeeee e 905.6 954.0 895.5 6.5
Children and Families............ 1,250.6 1,224.4 1,133.3 8.0
Education, Skills and Training 5,768.0 5,725.1 5,538.2 3.4
Employment and INVEStMENt ... 155.1 134.3 156.6 (14.2)
Environment, Lands and Parks...........oercne 234.1 244.0 269.9 (9.6)
Finance and Corporate Relations. 1141 97.1 110.2 (11.9)
Forests 655.3 611.3 690.1 (11.4)
L 1= {0 7,080.7 7,158.5 6,865.3 4.3
HUMAN RESOUICES........oooooeeeeeeeeeeeeeeeeeeee 1,7155 1,788.4 1,911.0 (6.4)
= 0T 11 | 36.9 32.8 36.2 (9.4)
Municipal Affairs and HOUSING ... . 440.5 418.6 398.5 5.0
Small Business, Tourism and Culture ... 141.9 134.8 138.8 (2.9)
Transportation and Highways ... 628.1 626.4 657.9 (4.8)
Women's EQUANIY ... 40.0 36.7 35.8 25
Other Appropriations:
Management of Public Funds and Debt................ 1,001.0 950.7 977.3 (2.7)
Contingencies and New Programs............oen 51.0 48.7 21.6 125.5
BC BENETILS....oooeeeeseseeeseee oo 143.1 244.6 140.6 74.0
Corporate Accounting SYStem ... 12.9 8.5 8.5 —
Environmental Assessment and Land Use

(@00 {0 [T g = 110 o 1 17.7 15.7 14.1 11.3
Environmental Boards and Forest Appeals

COMMUSSION....coceseeesesesseseessssss s . 2.2 0.9 1.9 (52.6)
Forest Practices Board.............o e 4.3 3.0 1.9 57.9
Office of the Police Complaints Commissioner................ 0.5 0.1 — —
Public Sector Employers’ COUNCIl.........ocnrcr 21 1.7 1.7 —
Public Service Employee Relations Commission............. 125 24.9 28.6 (12.9)
Office of the Transition Commissioner for Child and

YOULN SEIVICES ... 7.2 1.0 0.3 233.3
Amortization of change in unfunded pension liability......... (24.9) (36.0) (24.9) 44.6
Insurance and Risk Management Special Account........... 9.2 12.1 154 (21.4)
South Moresby Implementation —

Forestry Compensation Special Account..............o... — 1.1 — —
Accounting policy change — tangible capital assets2.... (11.0) (15.7) (14.2) 11.3
Commission on Resources and Environment..................... — — 2.1  (100.0)

TOTAL EXPENDITURE ... 20,561.0 20,603.6 20,156.0 2.2

1 Figures based on preliminary 1996/97 Public Accounts information.

2 Expenditure figures for 1995/96 and the 1996/97 budget estimate have been restated to reflect the government’s organization and accounting
policies effective March 31, 1997. This includes a change in accounting policy in respect of tangible capital assets, which reduces 1995/96 total

expenditure by $14.1 million and the 1996/97 budget estimate by $11.0 million.
3 Percentage change between 1996/97 preliminary actual and 1995/96 actual.
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Ministry of Health expenditure was $78 million above budget at $7,159 million.
Spending was higher than budgeted for the Medical Services Plan (up $78 million),
Pharmacare (up $30 million), doubtful account allowances (up $16 million) and
emergency health services (up $7 million). These were partially offset by lower-
than-budgeted spending for debt servicing and building occupancy (down

$19 million), contributions to British Columbia Transit (down $6 million) and for
administration and other programs (down $28 million). Ministry spending rose
$293 million or 4.3 per cent from 1995/96. This included increased spending for
provincial and regional health programs (up $169 million), medical protection and
enhancement (up $39 million), Pharmacare (up $33 million), and the Medical
Services Plan (up $24 million).

Spending by the Ministry of Human Resources totalled $1,788 million in 1996/97,
up $73 million from budget because of higher-than-expected income assistance
expenditures. However, as a result of the introduction of the BC Benefits program,
along with other initiatives to improve work incentives, the average income
assistance caseload decreased by 10.4 per cent in 1996/97 (compared to a
3.5-per-cent increase in the previous year). Compared to 1995/96, ministry
expenditures fell by $123 million or 6.4 per cent.

Ministry of Municipal Affairs and Housing spending of $419 million was

$22 million below budget mainly due to lower-than-expected grant disbursements
to local governments for infrastructure projects, and savings achieved in other
areas. Spending was $20 million or 5.0 per cent higher than in 1995/96, primarily
due to increased expenditures for housing support programs.

Ministry of Small Business, Tourism and Culture expenditure of $135 million was
$7 million below budget and down 2.9 per cent from 1995/96 because of reduced
community and regional development program expenditures.

Ministry of Transportation and Highways expenditure of $626 million was slightly
below budget. Higher-than-budgeted spending due to a delay in the transfer

of motor vehicle branch responsibilities to the Insurance Corporation of

British Columbia (ICBC) was offset by lower-than-budgeted spending for highway
rehabilitation. Ministry spending was $32 million lower than in 1995/96 mainly due
to the transfer of responsibilities to ICBC in 1996/97. During 1996/97, the ministry
undertook $358 million of capital construction, on a cost-recovery basis, on behalf
of the BC Transportation Financing Authority, a decrease of $42 million from
1995/96.

Management of Public Funds and Debt expenditure of $951 million was
$50 million below budget and 2.7 per cent lower than in 1995/96 because of
lower interest rates.

BC Benefits expenditure of $245 million was $102 million above budget and
$104 million higher than comparable spending in 1995/96, due to higher-than-
expected utilization of the BC Family Bonus program.
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Expenditure for the Public Service Employee Relations Commission was

$12 million above budget due to transition costs related to a reduction in the
number of government employees in 1996/97. Additional transition costs were
funded through the Contingencies and New Programs vote.

Expenditure for 1996/97 includes a negative adjustment of $36 million to reflect
the annual amortization of a reduction in the unfunded pension liability of the
Public Service Superannuation Fund. The latest actuarial valuation shows an
estimated surplus of $209 million as of the March 31, 1996 valuation date,
compared to a liability of $140 million on March 31, 1993. The surplus portion of
the valuation will be refunded annually over 15 years as a reduction to employer
contributions, while the reduction in the unfunded liability is being amortized over
the 11-to-12-year expected remaining service life of the related employee group. A
similar annual adjustment will be recorded in future years until the full amount of
the reduction has been amortized.

Expenditure in 1996/97 also includes a negative adjustment of $16 million to
reflect a change in accounting policy in respect of tangible capital assets held by
the consolidated revenue fund. Appendix 2 and the 1996/97 Public Accounts
provide additional information on the effects of this change.

Chart 2.4 shows the provincial government’s spending in 1996/97, according to
expenditure type.

Chart 2.4 Expense by Group Account Classification, 1996/97

Per Cent of Total
($ millions)

Salaries and Benefits
($2,159)

Grants and Contirbutions Operating Costs

1
($16,113) ($1.856)
Asset Aquisitions ($462)
Other Expenditures*
($14)
* Net of recoveries. Total: $20,604 million

Over three-quarters of provincial government spending in 1996/97 was for grants
and contributions to schools, hospitals, universities and colleges, local
governments and income assistance to individuals. Salaries and benefits for direct
employees accounted for 10.5 per cent of spending. Operating costs, which
include office operations, utilities, information systems, building rentals,
professional services, travel, and advertising and publications, made up 9 per cent
of spending. Asset acquisitions accounted for 2.2 per cent of spending. This
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category includes gross expenditures for land, buildings, machinery, furniture and
information systems equipment (adjusted to remove amounts capitalized and to
add amounts for depreciation, in accordance with the government’s accounting
policy for tangible capital assets). Other expenditures include interest charges on
direct debt, which equalled 4.6 per cent of total spending, and recoveries from
outside of government, which reduce government spending.

In 1996/97, the consolidated revenue fund had a deficit of $352 million. This
increased the net deficiency of the consolidated revenue fund to $12.5 billion at
March 31, 1997 (see Appendix Table A2.1).

Beginning with the 1995/96 Public Accounts, the government began to phase in a
change in accounting policy to capitalize certain tangible capital assets. The
adoption of this accounting policy for certain tangible capital assets held by the
consolidated revenue fund has resulted in prior period adjustments which reduced
the accumulated net deficiency. Further information is provided in Appendix 2.

The provincial government and its Crown corporations and agencies incur debt to
and finance operations and capital projects. Borrowing for operations is required
when revenues fall short of expenditures, and to meet other cash requirements
such as loans and investments. Borrowing for capital projects finances the building
of schools, hospitals, roads and other forms of infrastructure. These investments
provide essential services which benefit present and future generations of

British Columbians.

Provincial net debt2 is classified as either taxpayer-supported or self-supporting.
Taxpayer-supported debt includes direct debt incurred for government operations,
and debt of Crown corporations and agencies that require an operating or debt
service subsidy from the provincial government, or that receive dedicated taxation
revenues. Self-supporting debt includes the debt of commercial Crown
corporations and agencies, and debt of the warehouse borrowing program.
Commercial Crown corporations generate sufficient revenues to cover interest
costs and repay principal, and may pay dividends to the provincial government.
The warehouse borrowing program takes advantage of market opportunities to
pre-borrow for future requirements. The funds remain invested until they are
needed by the government or its Crown corporations and agencies.

The international recession of the early 1980s seriously weakened the province’s
fiscal position and caused a sharp increase in taxpayer-supported debt. At March
31, 1985, total provincial net debt peaked at 31.4 per cent of provincial gross
domestic product (GDP). The subsequent recovery in the provincial economy led
to an improvement in the province’s fiscal position and a reduction in net debt
outstanding. At March 31, 1990, provincial debt totalled $16.3 billion or

21.7 per cent of GDP.

In the early 1990s, large deficits and borrowing to fund schools, hospitals and
other social capital projects caused taxpayer-supported debt to rise relative to
GDP. The government’s efforts to eliminate its deficit have moderated the growth
in taxpayer-supported debt relative to GDP.

2 Debt information in this chapter is presented on a total debt basis, which includes direct, guaranteed and non-guaranteed debt of
the government (consolidated revenue fund) and its Crown corporations and agencies.
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Chart 2.5 shows that total provincial net debt rose from $17.1 billion at March 31,
1987 to $29.2 billion at March 31, 1997. During this period, taxpayer-supported
debt increased $12.5 billion, to reach $21.1 billion. On the other hand,
self-supporting debt declined $390 million to $8.1 billion at March 31, 1997.

Chart 2.5 Provincial Net Debt for Fiscal Years Ended March 31
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Total provincial net debt increased $527 million in 1996/97. At March 31, 1997, it
equalled 28.2 per cent of GDP, with taxpayer-supported net debt equal to

20.4 per cent of GDP. According to the various rating agencies, British Columbia
had one of the lowest levels of taxpayer-supported debt in relation to GDP of all
provinces.

Appendix Tables A2.11 to A2.13 provide historical data on net debt, including
supplementary information on debt as a per cent of GDP, growth rates and debt
per capita amounts.

A credit rating is an evaluation of a borrower’s ability and willingness to pay
interest and to repay principal. A credit rating affects the borrower’s debt servicing
costs and the investor’s rate of return since an investor will demand a higher
interest rate on a more risky, lower-rated security.

Table 2.4 provides an interprovincial comparison of credit ratings. The table shows
that overall British Columbia was one of the highest-rated provinces in Canada.

Debt is incurred by the provincial government and its Crown corporations and
agencies through a variety of financing methods. These include:
« debt issued by the government for its own purposes;

« fiscal agency debt borrowed directly by the government with proceeds re-lent to
Crown corporations and agencies;

« debt issued in advance of actual requirements and held under the warehouse
borrowing program;
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Table 2.4 Interprovincial Comparisons of Credit Ratings, August 1997
Rating Agency?

Moody’s Dominion Canadian

Investors Standard Bond Rating Bond Rating
Province Service and Poor’s Service Service
British Columbia ... Aa2 AA AA AA+
PN o 1= 4 - .. Aa2 AA AA AA+
Saskatchewan ... . A3 A— A (Low) A
MANIEODA ... Al A+ A A+
(@1 7= 4 [0 .. Aa3 AA— A (High) AA
QUEDEC ... . A2 A+ A (Low) A
NEW BIUNSWICK ..o Al AA— A A+
NOVA SCOLA ..o .. A3 A— BBB (High) A—
Newfoundland ... . Baal BBB + BBB (Low) BBB
Prince Edward ISland ... A3 n.r.2 BBB (High) BBB

1 The rating agencies assign letter ratings to borrowers. The major categories, in descending order of credit quality are: AAA/Aaa; AA/Aa; A;
BBB/Baa; BB/Ba and B. The “1", “2”, “3”, “high”, “low”, “+", and “—" modifiers show relative standing within the major categories. For example,
AA+ exceeds AA and Aa2 exceeds Aa3.

2 Not rated.

Provincial Debt

« debt incurred directly by Crown corporations and others with a provincial
government guarantee of the repayment of principal and interest; and

« debt incurred directly by Crown corporations and agencies with no provincial
government guarantee of debt repayment.

Most Crown corporation and agency borrowing is done through the fiscal agency
program. Under this program, the government acts as a fiscal agent by borrowing
directly in financial markets and relending the funds to Crown corporations and
agencies. This program provides lower-cost financing to Crown corporations due
to the province’s strong credit rating and its ability to borrow at lower interest
rates. Borrowing and financing costs remain the responsibility of the Crown
corporation or agency. However, in certain cases, the provincial government
provides a contribution to pay for all or part of the debt service costs.

In order to provide for the orderly repayment of debt, the provincial government
and Crown corporations establish sinking funds for virtually all debt with a term of
five years or more. At March 31, 1997, sinking fund balances totalled $4.5 billion
for guaranteed, fiscal agency and government direct debt. Debt with a term of

one year or more will be 52 per cent covered by sinking funds at maturity, based
on current assumed rates of return.

Provincial debt at March 31, 1997 totalled $29.2 billion. This total includes
provincial government direct debt, fiscal agency debt and guarantees, warehouse
borrowing, other provincial government guarantees, and non-guaranteed debt of
Crown corporations and agencies (see Chart 2.6). Appendix Table A2.11 provides
further detail on the composition of net debt.
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Chart 2.6 Provincial Net Debt at March 31, 19971

Warehouse Borrowing ($100) : Taxpayer-supported 72.3%

|:| Self-supporting 27.7%

Per Cent of Total
($ millions)

Government Direct
($11,030)

Commercial ($7,871)

Other2 ($474)

Economic Development
($3,186)

Other Fiscal Agency Loans
($158)

Social and Government Services ($6,421)

Total: $29,240 million

1 Net of sinking funds and unamortized discounts.
2 Includes other guaranteed and non-guaranteed debt, $125 million of which is self-supporting
(0.4% of total net debt).

Provincial government direct debt funds government operations, including
refinancing of maturing debt and other financing transactions. At March 31, 1997,
provincial government direct net debt totalled $11 billion, up $793 million from
March 31, 1996. The increase was used to finance the government’s $352-million
deficit, net disbursements for financing and working capital transactions totalling
$420 million, and a $21-million increase in cash and temporary investment
balances.

The government was unable to achieve a planned $53-million decrease in direct
debt in 1996/97. This was mainly due to lower-than-expected revenue which
resulted in an operating deficit. Also, requirements for financing and working
capital transactions were higher than expected due to lower-than-expected
collections of revenue accounts at the end of 1995/96, lower proceeds from the
disposition of fines and higher-than-expected accounts outstanding from Crown
corporations at year end (see Table 2.1 and Appendix Table A2.2).

At March 31, 1997, fiscal agency debt and guarantees totalled $17.9 billion, an
increase of $419 million from the previous year; the warehouse borrowing
program totalled $100 million; and non-guaranteed debt totalled $245 million.

Most fiscal agency debt and guarantees relate to capital projects undertaken by
provincial Crown corporations and agencies. Some projects financed through
capital borrowing in 1996/97 included:

+ continued construction of fast ferries to service the Vancouver-Nanaimo route;
« completion of the Duke Point ferry terminal south of Nanaimo;
« continued construction of the Vancouver Island highway;

« replacement of the Applied Industrial Technology Centre in Kamloops;
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construction of the TRIUMF laboratory in Vancouver; and

construction of a new cancer clinic in Kelowna.

There are seven categories of provincial government debt in addition to
government direct debt. The amount of outstanding debt for each category is
summarized in Chart 2.6.

Commercial Crown corporations and agencies finance the construction and
maintenance of transmission lines and generating facilities in the case of the
British Columbia Hydro and Power Authority (B.C. Hydro), and rail systems and
dock facilities in the case of the British Columbia Railway Company. These
corporations are self-supporting as they generate revenue from the sale of
services at commercial rates and pay their own operating expenses, including
debt service charges. During 1996/97, debt of commercial Crown corporations
decreased $48 million, mainly due to the retirement of some high-interest-rate
debt of B.C. Hydro.

Economic development Crown corporations and agencies finance ferry terminal
and fleet expansions, public transit construction and maintenance projects, and
highway construction projects around the province. Although these corporations
generally sell services directly to the public, their revenue may not cover their
operating expenses and debt servicing payments. Since these corporations
provide economic benefits to the province, the government provides some
grants or other forms of assistance to them, including the dedication of
provincial revenue. Net debt of economic development Crown corporations and
agencies increased $556 million in 1996/97. The BC Transportation Financing
Authority used net new borrowing of $325 million to help finance the
construction of highways. The British Columbia Ferry Corporation increased its
debt by $183 million to finance upgrades to its vessel fleet and terminal facilities.
British Columbia Transit increased its debt by $32 million, primarily to finance
the purchase of new buses and to expand transit services.

Social and government services Crown corporations and agencies finance capital
construction of hospitals, schools, post-secondary educational institutions and
justice facilities. Debt service requirements are met through provincial grants or
rental payments and, for hospitals, partly through local property tax levies.
During 1996/97, net debt for this category increased $285 million, mainly for
capital construction of schools, hospitals and post-secondary institutions. The
provincial government contributed $802 million for debt servicing to health and
school districts and post-secondary institutions in 1996/97.

Other fiscal agency loans are provided to universities and colleges to finance the
construction and maintenance of residence and parking facilities. Loans are also
provided to local governments and improvement districts to help finance local
water and sewer projects. Debt service requirements are met through local
property taxes and, for universities and colleges, through user fees. During
1996/97, debt in this category decreased $316 million mainly due to the
defeasance of the outstanding debt of the Greater Vancouver Sewerage and
Drainage District and the Greater Vancouver Water District. These district
agencies will meet their future borrowing requirements through the Municipal
Finance Authority of British Columbia.

Other guarantees include loan guarantees provided to private-sector firms and
individuals through various provincial programs. These include student financial
assistance, loan guarantees to agricultural producers, and guarantees issued

35



Chapter 2: Financial Review

Debt Indicators

36

under economic development assistance programs. These guarantees are not
direct obligations of the province except in the event of default by the borrowers
who received the guarantee. During 1996/97, this debt declined $59 million
because of expiring loan guarantees issued under the former British Columbia
home mortgage assistance and second mortgage programs, and lower guarantees
for student financial assistance due to a change in the program in 1995/96. At
March 31, 1997, other guarantees totalled $229 million.

» The warehouse borrowing program takes advantage of market opportunities to
borrow money in advance of actual requirements. This debt is eventually
allocated to either the provincial government or its Crown corporations and
agencies. In the interim, the money is invested and earns interest at market rates.
In 1996/97, $795 million of warehouse debt was used by the provincial
government to meet its own financial requirements, leaving a balance of
$100 million at March 31, 1997.

* Non-guaranteed debt represents debt assumed by a government body without a
provincial government guarantee. Most of this debt consists of mortgages, or is
used to finance hydroelectric power projects in the Columbia River basin. As a
result of an accounting change in 1996/97, non-guaranteed debt of school
districts, hospital districts and societies, and post-secondary institutions is
excluded from total provincial debt. At March 31, 1997, non-guaranteed debt
totalled $245 million, of which $121 million was taxpayer-supported and
$124 million was self-supporting.

The government uses a number of financial indicators to help the public
understand provincial borrowing and its fiscal impact. Table 2.5 provides an
historical summary of the financial indicators recommended by the Auditor
General.

In 1995, the government sought advice from a panel of business and labour
representatives to design a debt management plan. The government received the
panel’s advice but adopted debt benchmarks which exceeded those suggested by
the panel. The subsequent slowdown in the provincial economy demonstrated that
the benchmarks adopted by the government were not sustainable. As a result, the
government again consulted with the business/labour panel. The panel repeated
its earlier advice and recommended that the government adopt the benchmarks
originally proposed.

The 1997 budget introduced a financial management plan which incorporated the
panel’'s recommendations. The key goals of the plan are to:

* balance the provincial government’s operating budget (consolidated revenue
fund);

« reduce the provincial government’s direct debt over 20 years;

« reduce taxpayer-supported debt as a share of the provincial economy to
15 per cent by 2015; and

 cap annual interest costs on taxpayer-supported debt at 9 per cent of revenue.
The government issues an annual Debt Statistics Report in conjunction with the

Public Accounts. This report shows the government’s progress in meeting its
financial management plan targets and provides further details on provincial debt.
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Table 2.5 Key Debt Indicators?

For fiscal year ending March 31

1993 1994 1995 1996 1997

Debt to revenue (per cent)

Total provincial ... 95.8 97.3 94.0 97.4 97.7

Taxpayer-supported ... 85.3 87.0 85.0 87.0 91.1
Debt per capita ($)2

Total ProvinCial ..., 6,736 7,253 7,369 7,630 7,585

Taxpayer-supported ... 4,572 5,030 5,186 5,279 5,485
Debt to GDP (per cent)3

Total provincial ... 27.0 28.4 27.4 28.2 28.2

Taxpayer-supported ... 18.3 19.7 19.3 19.5 204
Interest bite (cents per dollar of revenue)4

Total provincial ... 8.8 8.2 8.8 8.9 8.0

Taxpayer-supported ... 6.9 7.2 7.6 7.7 7.3
Interest costs ($ millions)

Total provincial ... 2,142 2,186 2,546 2,609 2,388

Taxpayer-supported ... 1,293 1,494 1,711 1,749 1,691
Interest rate (per cent)>

Taxpayer-supported ... 9.7 9.4 8.9 8.9 8.2
Background Information:
Revenue ($ millions)

Total provincial® ... 24,441 26,653 28,774 29,474 29,940

Taxpayer-supported? ... 18,641 20,665 22,392 22,843 23,199

Total debt ($ millions)
Total provincial ... 25,927 27,050 28,713 29,240
Taxpayer-supporteds 17,981 19,037 19,866 21,144

Provincial GDP ($ millions) ..., 86,698 91,228 98,555 101,945 103,631
Population (thousands at July 1) ... 3,477 3,575 3,671 3,763 3,855

1 As a result of an accounting change in 1996/97, figures for 1995 onwards have been restated to exclude revenue and non-guaranteed debt (and
related interest expense) for school districts, hospital districts and societies, and post-secondary institutions.

2 The ratio of debt to population (e.g. 1996/97 debt divided by population at July 1, 1996).

3 The ratio of debt outstanding at fiscal year end to provincial nominal gross domestic product (GDP) for the calendar year ending in the fiscal year.

4 The ratio of interest costs (less sinking fund interest) to revenue. Figures for 1995 and onward include capitalized interest expense in order to
provide a more comparable measure to outstanding debt.

5 Weighted average.

6 Includes revenue of the consolidated revenue fund plus revenue of all Crown corporations and agencies.

7 Excludes revenue of commercial Crown corporations and agencies.

8 Excludes debt of commercial Crown corporations and agencies, funds held under the province’s warehouse borrowing program, and non-
guaranteed debt of the British Columbia Lottery Corporation, Liquor Distribution Branch, British Columbia Railway Company and Columbia Basin Power
Company.

Sources of Funds In order to minimize financing costs, the provincial government raises funds
through a variety of instruments and capital markets, depending upon financial
market conditions. Canadian public-sector debt has increased rapidly in recent
years. This has placed enormous pressure on domestic capital markets and has
forced provinces to diversify their borrowing programs into foreign capital markets
to minimize borrowing costs.

The British Columbia government borrows from a variety of sources, including
public financial markets in Canada, the United States, Europe and Asia, and private
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institutional lenders. In all cases, debt is payable in either Canadian or U.S. dollars.
Since 1987, borrowing sources have shifted from private placements towards
public issues (see Chart 2.7).

Chart 2.7 Sources of Debt Outstanding

Canadian Public

Private!
CPP

28.7%
19.8%

BC Savings
> Bonds
10.9% Japan
Europe 1B P Global?
CPP 16.0%
24.2% 123% 4 106
United ’ Europe

States United

Canadian Public States Privatet

At March 31, 1987 At March 31, 1997

1 Includes borrowings from provincial trusteed funds.
2 Aglobal debt security is offered simultaneously to investors in Canada, the United States,
Europe and Asia.

The province continues to diversify its borrowing sources to cultivate strong
domestic and international investor demand for British Columbia’s debt securities
to help minimize financing costs. A broad investor base is also important given
increased competition for funding from other provinces and the need for multiple
funding sources in the face of volatile capital markets.

Measures are also taken to ensure the best possible management of new and
existing debt. These measures include;

« refining debt management parameters and performance benchmarks. The
Ministry of Finance and Corporate Relations has been working with major
international investment banks to implement a state-of-the-art, debt management
performance measurement system;

working with major international firms to establish appropriate debt strategies to
balance interest rate costs and risk for the provincial government and major
Crown corporations; and

increasing use of financial products, such as interest rate and currency swaps, to
manage interest rate and foreign currency exchange risks.

The Provincial Treasury Division of the Ministry of Finance and Corporate
Relations acts as the province’s banker. It provides for the banking requirements
of government ministries, Crown corporations and other agencies. Provincial
Treasury actively manages an annual cash flow of $500 billion to ensure that
investment earnings are maximized and borrowing costs minimized. Overall,
Provincial Treasury is responsible for 2,500 bank accounts, 50 different banking
systems and agreements with 33 financial institutions. Other measures to maximize
earnings and minimize costs include;
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» government-wide use of a purchasing card program to reduce administrative
COsts;

« use of automated collection and disbursement technologies, including electronic
data interchange and electronic funds transfer, that accelerate revenue collection
and reduce banking costs associated with making payments;

« acceptance of debit (bank) cards at all British Columbia liquor stores and debit/
credit cards at selected government offices, to reduce the cost of handling cash,
and improve security and customer convenience;

« use of an offset interest program that electronically combines bank balances of
government entities with the balance of the government’s accounts to earn a
better return on funds; and

« contracting out specific revenue collection activities, such as the collection of
motor vehicle fines, to reduce administrative costs.

Trust funds are administered by the government for external parties, but are not
part of the provincial government’s consolidated revenue fund. At March 31, 1997,
trust funds under administration totalled $41.5 billion, up $4.4 billion from

March 31, 1996. These included:

* superannuation, pension and long-term disability funds established for public-
sector employees totalling $28.1 billion;

« sinking funds, established by the government, Crown corporations and other
public bodies for the retirement of long-term debt, totalling $4.5 billion;

« defeased trust funds, set aside to repay outstanding debt where the government
has certified that there are sufficient funds to service and repay debt over its
remaining term, totalling $1.1 billion;

+ investment funds of the Workers’ Compensation Board totalling $5.9 billion;

* investment funds of Crown corporations and agencies, including working capital
surplus to their immediate needs and funds for capital transactions, totalling
$1.2 billion;

* public trustee and official administrators trust funds totalling $573 million; and

« other trust funds, including Supreme Court suitors’ funds, totalling $97 million.

Although trust funds are external to government, investment performance has
significant implications on the long-term costs to taxpayers (such as pension
contributions). Consequently, the government ensures that trust fund assets are
managed to generate strong investment returns.

Trust funds are managed by the Office of the Chief Investment Officer in
accordance with the Trustee Act, the Financial Administration Act, and the
Pension Benefits Standards Act. With the approval of the trustee, investments can
be diversified into a wide range of asset classes including equities, real estate,
mortgages and foreign securities. Funds are managed to minimize investment risk
and improve long-term return.
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The provincial Public Service Superannuation Fund is estimated to have a surplus
of $209 million, based on an actuarial valuation date of March 31, 1996. This
compares to a liability of $140 million as of the previous valuation date on

March 31, 1993.

The provincial government also administers certain pension funds on behalf of
third parties. The provincial shares of the estimated unfunded liability of these
funds are as follows: Municipal Pension Plan (school board support staff and
hospital employees) — $742 million liability, based on an actuarial valuation date
of December 31, 1994; and Teachers’ Pension Plan — $1.8 billion liability, based
on an actuarial valuation date of December 31, 1993.

Other pension plans administered by the provincial government are not reflected
in the government’s statement of financial position because the provincial
government is not responsible for any surpluses or deficiencies of these plans.
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British Columbia is located on Canada’s Pacific coast, and has a land and
freshwater area of 95 million hectares. It is Canada’s third largest province and
comprises 9.5 per cent of the country’s total land area. The province is nearly four
times the size of Great Britain, 2.5 times larger than Japan, and larger than any
American state except Alaska.

British Columbia’s 7,022-kilometre coastline supports a large shipping industry
through ice-free, deep-water ports. The province has about 8.5 million hectares of
grazing land, 1.8 million hectares of lakes and rivers, and 950,000 hectares of
agricultural land that is capable of supporting a wide range of crops.

British Columbia is characterized by mountainous topography, but also has
substantial areas of lowland and plateau country. The province has four basic
regions (see Map 3.1), a north-westerly trending mountain system on the coast, a
similar mountain system on the east, and an extensive area of plateau and
mountain country between the two. The north-eastern corner of the province is
lowland, a segment of the continent’s Great Plains.

The western system of mountains averages about 300 kilometres in width and
extends along the entire British Columbia coast and the Alaska panhandle. The
Coast Mountains contain some of the tallest peaks in the province. The western
system includes the Insular Mountains that form the basis of Vancouver Island and
the Queen Charlotte Islands. These islands help to shelter the waters off the
mainland coast of British Columbia, which form an important transportation route
for people and products.

The interior of British Columbia is a plateau of rolling forest and grassland, 600 to
1,200 metres in average elevation. North of Burns Lake the interior becomes
mountainous, but plateau terrain returns just south of the Yukon boundary in the
area drained by the Liard River. The southern interior’'s water system is dominated
by the Fraser River, which has a drainage area covering about one-quarter of the
province. The Rocky Mountains, in the eastern mountain system, rise abruptly on
the southern British Columbia-Alberta boundary and are cut by passes which
provide dramatic overland transportation routes into the province. The Rocky
Mountain Trench lies immediately to the west of the Rockies. This extensive
valley, the longest in North America, is a geological fault zone separating different
earth plates. It is the source of many of British Columbia’s major rivers, including
the Peace, Columbia and Fraser.

1 Chapter 3 and Appendix 3 are based on data and information available as of August 29, 1997.
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Map 3.1 Physiographic Regions
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Coastal British Columbia has abundant rainfall and mild temperatures associated
with a maritime climate. The Pacific coast has an average annual rainfall of
between 155 and 440 centimetres, while the more sheltered coasts of eastern
Vancouver Island and the mainland along the Strait of Georgia average between
65 and 150 centimetres. Canada’s longest frost-free periods of over 180 days per
year are enjoyed along the edges of the coastal zone and far inland along the
Fraser River valley. Temperatures fall quickly up the steep slopes of the Coast
Mountains. The predominant trees in this coastal region are the western hemlock,
western red cedar and balsam (amabilis fir) in the wetter parts, and Douglas fir
and grand fir in the drier areas.

The interior region of British Columbia has a mainly continental type of climate,
although not as severe as that of the Canadian prairies. Considerable variation in
climate occurs, especially in winter, as mild Pacific storms bring relief from cold
spells. The southern interior has the driest and warmest climate of the province. In
the valleys, annual precipitation ranges from less than 30 centimetres to

50 centimetres, while daily temperatures can average over 20 degrees Celsius in
July and just under freezing in January. The climate becomes more extreme further
north and precipitation increases. The frost-free period here is short and
unreliable. Lodgepole pine is the dominant tree of commercial value in the
interior.

The north-east region of the province is an extension of the western prairie region
of Alberta. It has a continental climate that is more extreme than that of the
northern interior region. However, it does have long hot summers and a frost-free
period long enough to grow grain, forage and other crops.

The complex geological processes that formed British Columbia are reflected in
the distribution of its mineral resources. Belts of distinctive rocks, each with
characteristic mineral deposits, run northwest-southeast through the province. As a
result, the character of the province’s mineral resources varies most markedly west
to east. The dominantly volcanic terrains to the west contain deposits of copper,
iron, gold, silver and molybdenum, while the sedimentary rocks to the east are
rich in lead, zinc and silver. For the same reason, most of the coal, natural gas and
all resources formed by various sedimentary processes, are located along the
eastern margin of British Columbia. Industrial minerals occur throughout the
province.

For thousands of years prior to the arrival of European settlers, British Columbia
was populated by aboriginal peoples. Most of these people lived along the lower
reaches of major salmon rivers, with the rest located throughout the south and east
interior, central plateaus, and remote mountainous areas of what is now northern
British Columbia. Local economies were largely based on hunting and harvesting,
but many First Nations also engaged in significant trading activity, especially those
with access to river and ocean trade routes. These economies supported vigorous,
diverse and active cultures.

European contact began in 1774 when a Spanish sailing ship commanded by Juan
Perez anchored south of Nootka Sound. An extended visit by Captain James Cook
to Nootka Sound in 1778 established Britain’s interest in the region. The visit set
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the stage for the fur trade, which flourished until the middle of the 19th century.
Captain John Meares established a trading post at Nootka in 1877, loading a vessel
with furs and wooden spars for shipment to China. This represented the first
reported trade in timber from British Columbia.

Fur traders of the North West Company explored the interior of the province;
Alexander Mackenzie, Simon Fraser and David Thompson each explored different
routes from British North America to the sea. Alexander Mackenzie reached the
Pacific Ocean near Bella Coola in 1793. Simon Fraser founded Fort St. James on
Stuart Lake and Fort George at the confluence of the Nechako and Fraser Rivers in
1806 and 1807, respectively. Both were established in the name of the North West
Company.

The North West Company and the Hudson’s Bay Company amalgamated in 1821.
In 1843, the Hudson’s Bay Company established Fort Victoria as its western depot,
in anticipation of the loss of its depot at what is now Vancouver, Washington. In
1846, the Oregon Treaty established the United States-British Columbia border at
the 49th parallel, 200 miles north of the lower Columbia River. The Hudson’s Bay
Company established the first mechanized sawmill in British Columbia near
Victoria in 1848.

The discovery of gold in the Fraser River in 1858 attracted thousands of people to
the area. Victoria, as the supply centre, was suddenly transformed from a trading
post to a city. New Westminster, Hope and Yale also came into prominence as a
result of the gold rush. However, the brief economic boom during the gold rush
years did not provide a firm base for continued rapid growth.

The lack of immigrants, capital and a large domestic market made the prospect of
a rail link to eastern Canada attractive to British Columbia residents. In 1871, with
the Dominion government’s promise of an all-Canadian railway to the Pacific
coast, British Columbia joined Confederation.

Completion of the Panama Canal in 1914 opened new markets in Europe, giving
further impetus to the development of the forest industry, food processing and
mineral smelting. Expansion of the province’s ports facilitated the shipment of
prairie grain.

World War Il gave a boost to the British Columbia economy, increasing demand
for the province’s base metals and forest products. Construction of the Alaska
Highway during the war, and service improvements to the Pacific Great Eastern
Railway (now British Columbia Railway) helped to open up the northern and
central areas of the province.

Major development of forest resources started after the completion of the Canadian
Pacific Railway in 1886 and expanded with market conditions as transportation
systems improved. Pulp production began in 1909, while Fraser Mills, near New
Westminster, began producing plywood in 1913. Coastal sawmills exported lumber
to world markets while interior sawmills found their first important market in the
prairie settlement boom prior to World War 1.
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Pulp and paper mills, producing sulphite pulp and newsprint, were built at sites
offering abundant water, energy and wood supplies. The rapid expansion of
demand for paper products, associated with changed packaging techniques in the
post-war period, shifted the emphasis to kraft or sulphate pulp.

Through the years, new technology has allowed greater use of the province’s
forest resources and increased the industry’s efficiency and productivity.

Mining activity began with the working of Vancouver Island coal deposits in the
1840s, but placer gold attracted the most attention in this early period. Production
of lode gold and copper overshadowed other minerals until the 1920s when the
huge Sullivan lead-zinc mine at Kimberley came into full production. In the 1960s,
emphasis again shifted to copper as new markets and technology permitted
development of large, low-grade, open-pit mines. Commercial production of
natural gas and oil in the Peace River area began with completion of the main gas
and oil pipelines in 1957 and 1961, respectively. The coal mining industry was
reactivated in the late 1960s when Japanese steelmakers began purchasing large
quantities of coking coal from British Columbia mines. Coal production increased
dramatically in 1984 with the opening of two north-east coal mines.

The fishing industry has also been important throughout the economic history of
the province. Salmon canning began in 1870 on the Fraser River, spreading
quickly northwards. Canning made possible the export of salmon to distant
markets. Some canning activity was displaced in the 1960s and 1970s by the
development of freezing technology, which led to operations becoming more
centralized in Vancouver and Prince Rupert. The 1970s also saw the development
of a major roe herring fishery in the province’s coastal waters and, in the 1980s,
the cultivation of fish and shellfish species (i.e. fish farming) emerged.

Fur traders introduced agriculture to British Columbia in the first quarter of the
19th century in order to reduce their dependence on distant and costly sources of
food. Grain, vegetables and fruit crops were grown, and dairy cattle and horses
were kept at many trading posts. Demand for agricultural products increased
considerably with the influx of goldseekers. Commercial farming and interior cattle
ranching began during the mining booms. Activity expanded with the settlement
of lands opened by the coming of the railways. Irrigation projects in the Okanagan
and Kootenays, and land reclamation programs in the lower Fraser Valley and at
Creston, provided rich new productive capacity. Cultivation of grain and seed
crops began in the Peace River region after the turn of the century.

Tourism emerged as a global phenomenon in the post-war period. Rising income
levels, more leisure time and improved transportation systems resulted in
increased tourism activity, a trend that was shared by British Columbia. Tourism
activity was given a further boost by Expo 86, the international exposition held in
Vancouver, which recorded over 22 million visits and gave British Columbia
world-wide exposure. Both Vancouver and Victoria have world-class convention
centres. In addition, considerable tourism-related development has taken place in
recent years at Whistler, the international ski resort 124 kilometres north of
Vancouver, and elsewhere in the province.
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Manufacturing in British Columbia has historically been resource-based and
dominated by the production of wood and paper products. However, the
emergence of other manufacturing activities, particularly in the 1980s, provided
greater diversification to the province’s manufacturing sector. Important secondary
manufacturing sectors now include fabricated metal products, printing and
publishing, transportation equipment, and machinery industries.

The past 15 years have seen an increase in both the production and use of high-
technology in the province, and the need for workers who can use computers and
software. Graduates of the province’s universities are applying their knowledge in
industries such as information technology, communications, aerospace, health,
biotechnology and engineering. Industries as diverse as manufacturing, financial
services and transportation make use of advanced technology to increase
efficiency and reduce costs.

Recent developments in the province’s industrial sectors are outlined in Chapter 4.

British Columbia is the only province that has consistently had a population
growth rate above the national average since it joined Confederation. This trend
continued in 1996; at July 1 the population of the province was 2.5 per cent
higher than a year earlier. Only the Yukon had a higher growth rate at

3.8 per cent. The national average growth rate for the same period was

1.2 per cent.

British Columbia’s population on December 31, 1996 was estimated at 3,902,547
persons, representing 12.9 per cent of Canada’s total population. This is an
increase from an 11.5 per cent share in December 1986, and translates to an
average annual compound increase in population of 2.5 per cent. The national
average annual increase for the same period was 1.4 per cent. See Appendix A3.1
for municipal population estimates.

The primary reason for the relatively strong growth in British Columbia is
migration from the rest of Canada and the world. With its pleasant climate and
spectacular scenery, British Columbia has long been a popular destination for
migrants from within Canada. In addition, its location on the Pacific Rim has made
British Columbia an attractive destination for immigrants from Asian countries.

Population change can be divided into two components: migration, which
encompasses both the movement of people to and from the province, and natural
increase, which is the net result of births minus deaths. Migration has always been
an important factor in British Columbia’s population growth, and in recent years
has increased in significance.

Over the past 10 years, net migration has accounted for 75 per cent of the
province’s population growth, with natural increase contributing the remaining
25 per cent. Chart 3.1 displays the relative importance of the two components of
population growth over the 1986 to 1996 period. The magnitude of natural
increase has remained stable, while net migration has fluctuated with economic
cycles.
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Chart 3.1 Major Components of British Columbia Population Change
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Migrants to British Columbia tend to be younger, on average, than existing
residents. They bring with them a higher average level of educational attainment,
as a larger share of the migrant population holds university degrees. They also
tend to have a higher level of occupational skills, as witnessed by the greater
proportion of migrants in managerial and professional occupations.

During 1996, there was a net increase in population as a result of migration from
the rest of Canada of 21,150 persons, down from the 24,023 recorded during 1995.
This decline in interprovincial migration was largely the result of a reduction in
the net inflow of population from Alberta, and was a reflection of the strong

Map 3.2 Net Population Movement (Calendar year 1996)
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economic growth in Alberta and falling unemployment rates relative to those in
British Columbia. Despite the decline in net in-migration to British Columbia
during 1996, healthy net inflows of population were recorded from all areas of
Canada with the exception of Saskatchewan (see Map 3.2). In addition to net
inflows from other provinces, there was a net gain of close to 43,000 people
through international migration.

The origin of these immigrants has changed over time. Historically, the bulk of the
immigrant population came from Europe. Europe is still a significant source, but is
declining as a share of overall migration. More recently, Asia has become the
predominant source of immigrants to British Columbia.

British Columbia has a diverse ethnic mosaic. Traditionally, British has been the
most common ethnic origin, followed distantly by other European groups. With
the shift in immigration patterns for the province, there has been a corresponding
gradual shift in the province’s ethnic make-up. While British is still by far the most
common ethnic origin, some Asian groups have surpassed other European groups.
Results from the 1991 Census indicate that Chinese has replaced German as the
second largest ethnic group in the province (see Chart 3.2).

Chart 3.2 Single Ethnic Origins in British Columbia, 1991
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The linguistic make-up of British Columbia is also changing as a result of shifting
sources of immigration. English represents by far the largest proportion of
languages spoken, with over 81 per cent of British Columbians having English as
their mother tongue in 1991. In addition, over 91 per cent of British Columbians
said that English was the language used at home. After English, those
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British Columbians reporting one mother tongue spoke Chinese most frequently
(4.4 per cent), followed by German (2.5 per cent), Punjabi (1.8 per cent), and
French (1.4 per cent).

The age structure of British Columbia is shaped largely by the post-war baby
boom and the subsequent drop in birth rates. The effects of the baby boom can
easily be seen in the bulge in population between the ages of 25 and 44. This age
group accounted for 33.1 per cent of the population in 1996 (see Table 3.1).

Chart 3.3 British Columbia Population by Age and Sex, 1996
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As baby boomers age, so too will the province’s population. The median age in
1996 was 35.7 years, compared to 32.7 years in 1986. The combination of
increased life expectancies and low fertility rates relative to the past will ensure
that this ageing trend will continue. Population ageing is reflected by the growing
proportion of the population over the age of 64. In 1996, 12.8 per cent of
population was over the age of 64, up from 11.9 per cent in 1986. As baby
boomers start to reach this age group, the proportion aged 65 and over will grow
even faster.

The consequences of an ageing population will be numerous. Demand for
products and services used by the elderly will rise, while the emphasis in social
service expenditures will likely shift towards health care funding and away from
education.
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Table 3.1 British Columbia Population by Age Group (July 1)

Change
Age Group 1986 1996 1986-1996
(thousands) (per cent) (thousands) (per cent) (per cent)

210 7.0 244 6.3 16.4

530 17.5 650 16.9 22.7

345 114 363 9.4 5.3

990 32.8 1,276 331 28.9

587 194 829 215 41.3

Total .o

359 11.9 493 12.8 37.1
........................................ 3,020 100.0 3,855 100.0 27.6

Note: Totals may not add due to rounding.

Source: Statistics Canada.
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The definition and structure of the family has changed over time as demographic,
social and economic changes have occurred. Shifting societal values have made
some forms of families more acceptable than in the past. About 82 per cent of
British Columbians lived in families in 1991. Of these families, 12 per cent were
headed by a lone parent, up from just under 11 per cent in 1981. There are also
more common-law unions. In 1991, 11 per cent of British Columbia families were
common-law unions, up from 8 per cent in 1981. Fewer families reported children
living at home partly because people are living longer, and partly because people
are choosing not to have children due to the availability of reliable birth control
methods and more women pursuing careers outside the home. In 1991,

54 per cent of husband/wife families had children living at home (56 per cent for
legally married couples, and 37 per cent for common-law couples), compared to
58 per cent in 1981.

Growth in British Columbia over the 10 years between 1986 and 1996 was
concentrated in three regions: Mainland/Southwest, Vancouver Island/Coast, and
Thompson/Okanagan (see Table 3.2). The Mainland/Southwest region, which
contains the Greater Vancouver Regional District, experienced the greatest growth.
During the last 10 years, its population share increased to 55.9 per cent from

54.4 per cent. All other regions experienced some decline in their share of the
total population, except Vancouver Island/Coast and Thompson/Okanagan, which
had marginal increases.

The three regions that sustained the most growth are also the regions with the
highest population densities. They account for 87 per cent of the provincial
population, but less than 25 per cent of the land mass of the province. The
Greater Vancouver Regional District had a population density of 638 people per
square kilometre in 1996, compared to 4 people per square kilometre for all
British Columbia.

There are several reasons for the continued centralization of the population into
the southern part of the province, and in particular, the Census Metropolitan Areas
of Vancouver and Victoria. One is the shift in economic activity toward more
service-oriented activities that prosper in more heavily populated areas. Another is
the dependence of other regions on resource-based industries. These industries
have undergone restructuring in recent years, which has undermined employment
growth.
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Table 3.2 British Columbia Population by Region (July 1)

Change
Development Region 1986 1991 1996 1986-1991 1991-1996
(thousands) (per cent)
Vancouver Island/Coast........ 560.4 630.7 716.2 12.5 13.6
Mainland/Southwest.......... 1,643.8 1,887.1 2,154.2 14.8 14.2
Thompson/Okanagan.... 356.4 397.6 474.0 11.6 19.2
Kootenay . 138.1 138.5 1534 0.3 10.7
Cariboo... . 155.8 156.4 174.0 0.4 11.2
North Coast........oeec 65.1 67.7 73.0 4.0 7.7
Nechako........eeseeeese 41.2 41.7 45.9 1.1 10.2
Northeast ..., 59.5 60.1 64.4 0.9 7.3
British Columbia.........oo 3,020.4 3,379.8 3,855.1 11.9 14.1

Note: Totals may not add due to rounding.
Source: BC STATS, Ministry of Finance and Corporate Relations.

As the population ages, the retirement base in the province will grow. The
Vancouver Island/Coast and the Thompson/Okanagan regions are popular
locations for retirement, and this has contributed to growth in these areas. The
ageing population means an increasing demand for services, which helps explain
the growing tertiary sector.

There is a great deal of regional diversity in terms of ethnicity within

British Columbia. For example, of those reporting Chinese as a single ethnic
origin, 93 per cent reside within the Mainland/Southwest region, and comprise
almost 15 per cent of the population in that region. By contrast, Chinese
comprises just over 2 per cent of the Vancouver Island/Coast region’s ethnic
make-up (single origin only), which has the second largest concentration of
Chinese. In the northern regions, particularly the North Coast region, the
distinguishing characteristic is a high percentage of people of aboriginal ethnic
origin. Of those reporting a single ethnic origin in the North Coast region,

32 per cent were aboriginal. This is compared to just under 4 per cent for

British Columbia as a whole. The other notable regional distinction is the greater
incidence of people reporting British as an ethnic origin in the Vancouver Island/
Coast region (58 per cent, compared to 40 per cent for British Columbia as a
whole).

Labour Market The British Columbia labour market continues to display healthy growth. The
labour force grew 2.4 per cent in 1996 and employment increased by 2.5 per cent
to 1,806,000 persons. Both full-time and part-time employment increased, with
over 70 per cent of the net gains registered in full-time work. British Columbia is
the only province which has not experienced a decrease in employment in any
year over the last decade. (See Chapter 1 and Appendix Table A3.2 for further
details on labour market conditions.)

Labour Force In recent decades, one of the most significant changes in British Columbia’s labour
force has been the growth in the number of women participants. Between 1986
and 1996, the female labour force increased by 36.5 per cent, outpacing female
population growth at 29.0 per cent. In 1996, there were 898,300 females, or
58.6 per cent of women aged 15 years and over, in the labour force. The male
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British Columbia Labour Market Trends

Most western economies have experienced continued rises in unemployment rates, and
British Columbia has been no exception. While the very high levels of unemployment
during the early 1980s have not been repeated, recent unemployment rates have been
generally higher than in the 1970s.

However, the unemployment rate highlights only one aspect of the labour market. Job
creation has been very strong in British Columbia over the last decade, substantially
outpacing population growth in the latter half of the 1980s. Over the last five years,
employment growth has kept up with the population increase. The 1990s have been a time
of relatively stable employment rates at historically high levels.

Chart 1 British Columbia Employment Rate
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The past twenty years can be divided into two distinct periods. Up until 1989, the
overriding dynamic of the labour market was the increased participation rate of women.
The proportion of women in the workforce was on a definite upward trend.

The British Columbia job market was able to accommodate this large growth in the
demand for jobs primarily because of increased demand by families for services normally
provided by women in the home, such as child care, food preparation and house cleaning.
Also, demand for public services in the health, education, and social services sectors
increased. Many of the new jobs required skills in which women were well trained.
Between 1976 and 1989, the proportion of women with paid employment climbed from 48
per cent to 63 per cent.

In the late 1980s, the proportion of men aged 15 to 64 who had jobs was 80 per cent, a
level comparable to that of the late 1970s. In other words, employment growth for men
kept up with their population growth. Male jobs lost in the manufacturing and primary

industries were offset by management and professional job growth.
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The 1990s Since 1989, there has been relative stability in the proportion of the population who have
jobs. The average hours worked per employed person have also been stable although
there have been shifts in the distribution of hours, with more people working part-time
and more people working over 40 hours per week. However, there have been noticeable
shifts in the types of jobs available in the 1990s.

Chart 2 Job Creation 1989 to 1996
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Firstly, gender neutral occupations now represent the high growth areas. The 1990s have
not seen a major shift in the male/female ratio of jobs as was the case in the previous
decade. The second major trend is the increasing importance of highly-skilled managerial
and professional jobs. The educational attainment of the workforce further emphasizes this
change.

In 1990, 40 per cent of those employed had either a college certificate or diploma, or a
university degree. This proportion has climbed because the lesser-educated portion of the
workforce has retired and the better-educated young have found jobs. In 1996, 50 per cent
of the employed workforce had post-secondary credentials — a 10 percentage point
increase for the six years since 1990.

In terms of skills demanded by employers, the pay structure reflects the increased demand
for higher skilled employees. Contrary to the 1980s when the low and the high paid jobs
increased while the mid-range jobs declined in importance, the first half of the 1990s saw
the low paid, unskilled jobs decline in favour of the middle and higher paid jobs.

Youth Between 1989 and 1996, the proportion of the 15 - 24 age group with jobs declined from
65 per cent to 53 per cent. However, their school participation increased to a level that
almost offset the decline in their employment rate. Currently, 51 per cent attend school
full-time compared to 43 per cent in 1989. But unemployment remains high and the gap
between the unemployment rates for the young and the rest of the workforce has
widened.

One reason why this generation is finding it difficult to obtain work is demographics. They
are the children of the early baby boomers and constitute a bulge flowing into the labour
market that exceeds the outflow of retirees. Coupled with downsizing in the public sector,
which had traditionally been an important source of employment for the better-educated
young, there have been fewer job opportunities for youth. However as the baby boomers
retire, more employment opportunities are expected to appear.

N
________________________________________________________________________|
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participation rate, on the other hand, decreased from 76.6 per cent in 1986 to
72.6 per cent in 1996. As a result, the proportion of the labour force
comprised of women has grown steadily, from 42.5 per cent in 1986 to

45.3 per cent in 1996 (see Chart 3.4).

Chart 3.4 British Columbia Labour Force Participation Rates
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A skilled and well-educated labour force is essential in order to prosper in today’s
competitive international marketplace. In 1996, 60 per cent of the labour force had
attended or had graduated from a post-secondary institute, compared with

41 per cent in 1986. The proportion of those in the work force who had
completed some type of post-secondary education (university degree, college
certificate or diploma, or trade certificate) rose to 48 per cent from 26 per cent
over this ten year period.

Over the last 10 years, the number of people employed in British Columbia has
increased by 33.4 per cent. The manufacturing and resource-based sectors are an
important part of British Columbia’s economy, but they are less important in terms
of number of people employed than they were 10 years ago. Between 1986 and
1996, employment in British Columbia’s service-producing sector grew by

33.9 per cent, an increase of 348,600 jobs. Over the same period, traditional
industries like mining and fishing experienced declines in employment.

In 1996, the provincial unemployment rate was 8.9 per cent, compared to the
Canadian average of 9.7 per cent. This was the sixth consecutive year the

British Columbia unemployment rate was below the national average. Because of
this, British Columbia remains an attractive destination for workers from other
provinces as indicated by large inflows of working-age migrants in recent years.
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Table 3.3 Characteristics of the British Columbia Labour Force

Characteristics 1986 1996
(000) (per cent) (000) (per cent)
(7= 0 1o 10 | g (0] (o7 = 1,548 100.0 1,982 100.0
Sex
> 1= 890 57.5 1,083 54.6
FEMAIE......o e 658 42.5 898 45.3
Age Group
T 334 21.6 309 15.6
DA T S 819 52.9 1,072 54.1
AS—B4......oooooeoeeeeeeeeeeee e 374 24.2 576 29.1
B5 AN OVE ..o 21 14 26 1.3
Educational Attainment
08 WEAIS ... 96 6.2 50 25
O =13 YBAIS ..ot 825 53.3 736 37.1
Some secondary...... e — — 258 13.0
Graduated from high SChoOl................oo. — — 478 24.1
SO0ME POSE-SECONUAIY ... 218 14.1 235 11.9
Post-secondary certificate or diploma...........coooee. 189 12.2 612 30.9
UNIVEISItY DEQIEE......ooooeeeeeeeeeeeeeeeeoeeeeoeses e 220 14.2 349 17.6
Note: Totals may not add due to rounding.
Source: Statistics Canada.
Chart 3.5 British Columbia Employment Change by Industry,
1986 to 1996
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Communty, Busnes.
& Personal Services 48.9
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Source: Statistics Canada

The average duration of unemployment for British Columbians was 19.8 weeks in
1996, well below the national average duration of 24.0 weeks. Unemployed
persons aged 45 years and over experienced more difficulty in finding
employment. For this age group, the duration of unemployment averaged

28.3 weeks.
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Chart 3.6 Unemployment Rate: British Columbia and Canada
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In December 1996, there were 102,561 persons in British Columbia between the
ages of 19 and 64 receiving employment insurance benefits, representing

4.2 per cent of the population aged 19-64. The number of persons receiving
employment insurance can vary as a result of seasonal employment. Individuals
who are no longer entitled to employment insurance benefits and cannot find
work are likely to apply for income support.

In December 1996 there were 175,711 persons aged 19-64 receiving basic income
assistance? in British Columbia, representing 7.3 per cent of the 19-64 year old
population. This was down considerably from the 206,021 recipients recorded in
December 1995, when the per cent of 19-64 year old population receiving
assistance was 8.8 per cent. Of those 175,711 persons receiving basic assistance in
December 1996, 52.4 per cent were single recipients, 27.3 per cent were single
parent recipients, 14.2 per cent were two parent family recipients and 6.2 per cent
were couples.

Income Average weekly earnings in British Columbia reached $607.54 in 1996, an increase
of 2.2 per cent, or $12.85 over 1995. Goods producing industries recorded a
3.8 per cent increase in earnings to $781.69, while the service producing industries
recorded a more modest increase of 1.6 per cent to $563.70. On an industry basis,
average weekly earnings were highest in the mining and forestry industries.

Statistics Canada’s fixed-weighted average hourly earnings index for

British Columbia increased 2.5 per cent in 1996. This index is the best measure of
economy-wide wage change as it attempts to neutralize the impact of occupational
and industrial shifts on the change in earnings.

2 Basic income assistance includes all recipients of basic BC Benefits except for disabled persons, children living in the home of a
relative, seniors aged 65 and over, and aboriginal people living on reserves.

58



Chapter 3: The Province and Its People

Chart 3.7 Basic Income Assistance and Employment Insurance Benefits
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Personal income, which comprises all forms of income accruing to individuals,
reached an estimated $91.9 billion in 1996, up 2.5 per cent from 1995. On a

per person basis, average personal income for British Columbians was $23,857 in
1996, virtually unchanged from 1995. Total wages and salaries, the largest
component of personal income, totalled $51.1 billion in 1996, a 3.6 per cent
increase from 1995.

Table 3.4 Average Weekly Earnings?t in British Columbia

Industry 1990 1995 1996
(dollars)
LOGQING AN FOrESIIY ... 716.49 846.84 894.48
Mines, quarries and Oil WellS.......... 874.48 1,000.85 1,029.96
MANUFBCTUIING oo 628.96 734.31 772.53
CONSIIUCTION ... 598.48 688.16 686.84
Go0ds-producing INAUSTHES ... 646.07 753.40 781.69
Transportation, communication and other utilitieS................ . 686.67 771.98 794.69
TTAE . 395.96 473.28 470.75
Finance, insurance and real Sate ... 539.91 655.89 728.85
Community, business and personal ServiCes..........ceee. . 422.86 505.84 517.70
PUBIC @dMINISTIAION ....cc.oooocctssessseesesssssee e 683.37 800.78 794.50
Service-producing INAUSEIES .. ... 470.73 554.76 563.70
INAUSEHAl @QQIrEGALE . ... 512.04 594.69 607.54

1 Including overtime.
Source: Statistics Canada.
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The province is divided into eight “development” regions. The following provides
a brief overview of each of these regions. Appendix Tables A3.3 and A3.4 provide
historical population figures and employment population ratios for the regions.

A more detailed examination of these regions, and 73 smaller geographic areas
within the regions, can be found in the British Columbia Regional Index (see
product order form at the back of this publication).

The Vancouver Island/Coast region comprises all of Vancouver Island, numerous
smaller islands and a section of the coastal mainland stretching from Powell River
to Bella Coola. Rugged mountains predominate, except for a narrow coastal plain
extending along the east coast of Vancouver Island. A regular ferry service links
the Island to various points on the mainland, and the Island Highway, which has
recently been upgraded, serves the eastern portion of the Island. The Gold River
and Tofino highways provide easy access to the west coast. The region covers
9.8 per cent of the total land area of the province and accounts for 18.6 per cent
of the population.

The region is second only to the Mainland/Southwest in terms of population and
economic activity. Its population is concentrated in Victoria, the provincial capital,
and population density diminishes from south to north. The Capital region is a
major centre for trade, tourism, education, public administration and a small but
growing high technology sector. Elsewhere, the primary and resource-related
manufacturing industries provide the region’s main economic support with forest
products in the leading role. There are six pulp and paper mills on Vancouver
Island and one at Powell River; logging and sawmilling activity is widespread.
Farming, commercial and sport fishing, aquaculture and mining (the latter near
Campbell River and Port Hardy) are well represented. Tourism and the retirement
industry also contribute to economic activity, particularly in the southern part of
the region.

The Mainland/Southwest region is geographically the smallest region with only
4.2 per cent of the province’s land area; however, it is the most populous region
by far with 55.9 per cent of the province’s population. The region consists of the
lower Fraser Valley, associated uplands and the mountains that border them.

It also encompasses part of the adjacent mainland coast connected to Vancouver
by the coastal ferry system, as well as the Squamish and Lillooet River valleys
which are linked to Lillooet through Anderson and Seton Lakes.

The Lower Mainland is the leading centre for many of the activities in the
province, including manufacturing, services, trade, farming and fishing. The urban
centre of Greater Vancouver is the hub for most financial, educational, tourist,
transportation, cultural and industrial activity in the region, while the resource
industries play a major role in the less densely populated areas. The forest
resource industries are particularly significant in the Squamish, Lillooet, Hope-
Fraser Canyon, Sunshine Coast, Kent-Harrison and Mission areas. In the Squamish
area, railcar maintenance, port operations and tourism provide additional
economic support. In the Chilliwack area, agriculture is the dominant resource
activity.
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The provincial high technology sector is centred in this region due to the
proximity of university and other research enterprises, a large market, and
extensive air, sea and land transportation facilities. Information technology
dominates the sector, however, engineering, aerospace and health technologies
are also strong components.

The Thompson/Okanagan region covers the Okanagan, Similkameen, Nicola and
Thompson valleys, as well as the highway-rail corridor from Golden to the Fraser
Canyon at Lytton. The region contains a diverse topography, ranging from high
mountains and fertile valleys to a desert region at the southern end of the
Okanagan Valley. The region contains 10.8 per cent of the provincial land area
and 12.3 per cent of the population.

The predominant industries in the region are forestry, mining, agriculture and
tourism. Manufacturing, transportation and trade services are also key contributors
to the economy. Much of the western half of the region is prime cattle range,
while forest industry activity is widespread throughout the region.

The Highland Valley area, south-west of Kamloops, contained a number of
copper/molybdenum mines which are now consolidated into a single operation
that is one of the largest in the world. Mineral exploration activity continues, and
future mining activities will depend on favourable prices and resolution of
environmental concerns associated with development.

Kamloops and Kelowna are the region’s largest communities with extensive local
economies based on trade, administration, services and manufacturing. Kamloops
is a major transportation centre with a jet service airport, two major railways and
the Trans Canada and Coquihalla highways serving the Alberta to Vancouver
corridor. Tourism and the retirement industries provide considerable economic
benefit to the entire region, but particularly in the Okanagan and Shuswap areas.

The Kootenay region is located in the south-eastern portion of the province, with
the United States to the south, Alberta to the east and the Okanagan to the west.

It represents 6.7 per cent of the provincial land area and contains 4 per cent of the
population. The region is characterized by a series of north-south oriented valleys
separated by high mountain ranges and containing a number of reservoirs for
power generation facilities (Columbia and Kootenay River waterways). Five large
lakes, Kootenay, Arrow, Slocan, Duncan and Koocanusa, cover extensive areas of
the Kootenay Region.

The mining and forestry industries play a major role in the region’s economy. Coal
mining is particularly dominant in the eastern portion of the region, and those
employed in mining in this region constitute approximately one quarter of the
provincial total in that category. Forestry-based industries exert a large influence
on the economy of much of the Kootenay Region, with two large pulp mills at
Skookumchuk and Castlegar, and an abundance of lumber mills throughout the
region. Other major industries are the Sullivan Mine at Kimberley, and the
Cominco lead-zinc smelter that it supplies at Trail. These two industries account
for the majority of employment in these two areas. Agriculture, particularly cattle
ranching, is distributed throughout the region as well.
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The Creston Valley is also well-known for its grain, fruit and vegetable industries.
As the Kootenay region diversifies, tourism and the service industry are becoming
substantial contributors. Cranbrook is the regional centre for trade and services in
the eastern part of the region, while Nelson fulfils that role in the western portion.

The Cariboo region encompasses 13.5 per cent of the province’s land area, and
4.5 per cent of the population. Bounded by high mountains on the east and south-
west, the region is primarily a plateau comprised of modest, rolling hills. It is
heavily forested, but lower elevations provide excellent areas for raising beef
cattle. The Fraser River loops through the region, forming the boundary between
the Chilcotin and Cariboo districts in the southern portion of the region.

The economy of the region is fairly diversified. Forestry provides the main
economic support throughout the region, with virtually every community deriving
at least part of its income from forest-related activities. There are seven pulp and
paper mills in the region and numerous lumber mills throughout. Agriculture plays
an important role for some areas, particularly the region’s southern portion which
is the centre of cattle ranching in British Columbia. Mining has had an historical
significance and is still an important contributor to the economy of some areas in
the region. The area from Quesnel to Barkerville has a long history of placer and
lode gold mining. Currently, there is a large open-pit copper-molybdenum mine
located near Williams Lake, a small low-grade gold mine near Quesnel, and a
large copper-gold mine is currently under construction near Likely. There is also
further potential for several mineral deposits that will likely be exploited when
markets are favourable. There is a greater emphasis on the tertiary sector in Prince
George, and it has developed as the leading trade, administration, manufacturing
and service centre in the northern part of the province on the strength of its
central location on the rail and highway systems. It is also home for the main
campus of the University of Northern British Columbia.

The North Coast region borders the Pacific Ocean and the Alaska Panhandle and
includes the Queen Charlotte Islands. It is the fourth largest of the eight regions,
covering 12.5 per cent of the province. The region includes only 1.9 per cent of
the provincial population and most of the residents are concentrated near Prince
Rupert, Terrace, Kitimat, Stewart and New Hazelton. Rugged mountains and
deeply cut river valleys characterize the diverse topography of the region.

The economy of the region is as diverse as its topography. The coastal
communities rely heavily on fishing and fish processing. There is logging on the
Queen Charlotte Islands and in the southern two-thirds of the mainland portion of
the region. Pulp and paper mills are located at Prince Rupert and Kitimat, and
major sawmills at Terrace, Kitwanga and Hazelton. Mining and forestry are the
chief economic activities in the Stewart area. Prince Rupert and Terrace are the
leading administrative and service centres for the region. Kitimat was established
in the early 1950s to house Alcan’s aluminium smelter complex, but its industrial
base has since expanded to include forest products and petrochemical production.
Tourism is providing new opportunities in much of the region.
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The Nechako region is the second largest of the development regions, containing
21 per cent of the provincial land area but only 1.2 per cent of the population.
The bulk of the population lives in communities along the rail-highway corridor
from Smithers to Vanderhoof and Fort St. James. The terrain is composed of a
high, rolling or hilly plateau bounded by rugged mountains on the west and
north-eastern borders. There is little or no commercial forest cover in the northern
half, but forests are extensive in the south where they support a large part of the
local economy.

Forest-based industries are particularly important in the Smithers-Houston, Burns
Lake and Vanderhoof areas. Mining is the primary economic activity in the
northern part of the region, and has a substantial impact on the economy of much
of the southern part of the region as well. Although some significant mine closures
have occurred in recent years, there is considerable mineral potential in the area.
Widespread mineral exploration and development is currently centred primarily on
precious metals, but large deposits of base metals and coal (at Mount Klappan and
Telkwa) offer future potential. Due to the climate and terrain, intensive agricultural
activity is limited to the Bulkley Valley near Smithers and an area surrounding
Vanderhoof.

The Northeast region is the largest of the province’s regions. It represents

21.5 per cent of the land area of the province and 1.7 per cent of the population.
Generally, the terrain is flat in the east, resembling the Interior Plains of North
America, and mountainous in the west, resembling the rest of the province. Grain,
forage crops and beef cattle traditionally provided the economic base of the
triangle extending from Chetwynd to Dawson Creek and Fort St. John. Over the
1950s to 1970s period, the forest industry, oil and natural gas, and hydroelectric
power projects provided much of the region’s economic growth. In the 1980s,
growth was largely attributable to the development of coal mines south-west of
Dawson Creek in the vicinity of the community of Tumbler Ridge. The oil and
natural gas industry is again experiencing growth, and is one of the leading
sources of employment, particularly in the Fort St. John area. Further development
of the vast coal resources and increased utilization of forest resources will provide
for future economic growth in this region.
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The development of British Columbia’s rich endowment of natural resources has
helped shape the province’s economic structure. Primary and secondary forest
production, and other natural-resource-based industries such as agriculture, mining
and fishing (including aquaculture) play an important role in British Columbia’s
economy. In addition to its direct contribution to economic output, the resource
sector creates a demand for the goods and services produced by a variety of non-
resource-based industries. Other industries, however, owe their strength in recent
years to factors such as a growing population, increased specialization, and
developing markets for new types of goods and services.

With a surplus of natural-resource-based products and a population too small to
support local production of a full range of goods and services, the province
specializes in certain sectors, relying heavily on international and interprovincial
trade for those commodities which are not produced domestically. As a result,
economic activity in all sectors is sensitive to developments in world markets.
Fluctuations in international commodity prices have contributed to periods of
rapid growth followed by economic downturns.

The distribution of industrial output within the goods sector reflects the
importance of natural resources. The goods-producing sector, including the
construction and utilities industries, produced 27 per cent ($18.5 billion) of the
province’s total gross domestic product (GDP)2 and employed 430,000 people in
1996. Primary industries, which include agriculture, fishing, logging and mining,
produced a real GDP of $4.3 billion and employed 84,000 British Columbians in
1996. Real GDP in the manufacturing industries (sawmills, pulp mills, factories,
smelters, etc.), which, for the most part, process primary resource products into
goods of higher value, totalled $8.1 billion, and the sector employed 207,000
people.

Almost three-quarters (73 per cent) of British Columbia’s total GDP originates in
the service sector, which generated a total GDP of $50.5 billion in 1996. Service-
producing industries employed 1,377,000 people, or three out of every four
workers in the province. Industries within the service sector include:
transportation, communications and storage; wholesale and retail trade; finance,
insurance and real estate; community, business and personal services; and public
administration and defence.

1 Chapter 4 and Appendix 4 are based on data and information available as of August 29, 1997.
2 Gross domestic product at factor cost in constant 1986 dollars.
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Growth in many of the service industries is related to developments in the goods-
producing sector. For example, transportation services are highly dependent on
the movement of forest and mineral products to foreign markets, while some
business services, such as customs brokerage, have emerged to facilitate export
flows. Similarly, a new construction project could generate work for engineering
consulting firms (community, business and personal services sector), retailers
(wholesale and retail trade) and trucking firms (transportation, communications
and storage sector). Other service industries, such as education, health and public
administration, are less directly related to the goods sector.

Chart 4.1 British Columbia Employment by Sector, 1996
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In 1996, merchandise exports of British Columbia origin totalled $25.7 billion,
down 5 per cent from 1995. Exports were equivalent to 28 per cent of the
province’s total gross domestic product in 1996.

British Columbia’s ports play an important role in the movement of goods from
other parts of Canada to foreign markets. Similarly, a significant portion of
commodities imported through the province’s ports, such as automobiles and
consumer electronics from Japan and South Korea, are destined for other parts of
Canada.

Historically, natural resource products have dominated provincial exports. Forest
products alone accounted for 59 per cent of 1996 international exports, while
mining, energy and fishing made up a further 20 per cent.

More than 85 per cent of lumber shipments and almost all coal produced in
British Columbia is destined for other countries. In most secondary manufacturing
sectors, a much lower portion of production is exported internationally; however,
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in high-technology industries there is a heavy reliance on world markets. Many
firms in this group were specifically established to meet international demand, and
over 50 per cent of the production of all high-technology firms is exported.

In 1996, British Columbia’s softwood lumber exports were valued at $7.7 billion, a
6 per cent rise from 1995. Softwood lumber accounted for 30 per cent of the
province’s international exports in 1996. Most of the lumber (62 per cent) was
destined for the United States, while 32 per cent went to Japan and 4 per cent to
the European Union.

Chart 4.2 British Columbia Merchandise Exports by Commodity, 1996

Softwood Lumber ($7,736)

Pulp ($3,407)

Per Cent of Total
($ millions)

Coal ($1,932)

Newsprint ($1,284)

Natural Gas ($552)
Paper, Paperboard ($851)

Machinery, Equipment ($2,198) Other ($7,722)

Total: $25,682 million Source:  BC STATs, Ministry of Finance
and Corporate Relations

Exports of pulp and paper products fell 30 per cent to $5.7 billion in 1996, mainly
due to a 39 per cent drop in the value of pulp exports, which fell from $5.5 billion
in 1995 to $3.4 billion in 1996. Paper and paperboard exports (excluding
newsprint) also fell, dropping 5 per cent to $851 million. Newsprint exports fell

17 per cent to $1.3 billion from $1.6 billion in 1995. The United States replaced the
European Union as British Columbia’s largest market for pulp exports in 1996.
Thirty-two per cent of the province’s pulp exports were shipped to the United
States. Twenty-seven per cent went to the European Union, and 17 per cent went
to Japan. Most of the province’s newsprint exports (63 per cent) were shipped to
the United States, which was also the largest market for non-newsprint paper and
paperboard (60 per cent).

Coal remained British Columbia’s leading mineral export in 1996, accounting for
8 per cent of total exports. Coal exports were valued at $1.9 billion in 1996, up
36 per cent from the previous year. Most of this coal (58 per cent) was purchased
by Japan.

Metallic minerals worth $1.6 billion were exported from British Columbia in 1996,
with 54 per cent going to the Japanese market. The leading metal exports were
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copper ores and concentrates ($552 million), aluminum ($526 million) and
unwrought zinc ($273 million).

High technology commodities are a small but growing part of British Columbia’s
exports. Exports of high technology commodities were valued at $563 million in
1995 (the most recent year for which data are available), an increase of 8 per cent
from 1994. Nearly three-quarters of these exports were destined for the United
States.

Three large markets absorb the bulk of the province’s exports. In terms of the
value of 1996 exports, the United States received 54 per cent, Japan 25 per cent
and the European Union 8 per cent. In addition, 11 per cent went to Pacific Rim
countries other than Japan (see Chart 4.3 and Table A1.10).

Chart 4.3 British Columbia Merchandise Exports by Country, 1996

Per Cent of Total China ($512)
($ millions) Japan
($6,346)

United Kingdom ($346)
Republic of Korea ($866)
Germany ($404)

United States
($13,881)

Other ($3,327)

Total: $25,682 million Source:  BC STATS, Ministry of Finance
and Corporate Relations

This export profile is significantly different from that of Canada as a whole. In
1996, 81 per cent of total Canadian exports were destined for the United States,
while 6 per cent went to the European Union, 4 per cent to Japan and 5 per cent
to other Pacific Rim countries. British Columbia exports accounted for 58 per cent
of total Canadian exports to Japan and 23 per cent of exports to other Pacific Rim
nations.

Machinery and equipment, such as electronic products, motor vehicles, and similar
goods accounted for 9 per cent of British Columbia’s total exports in 1996. Most of
these products (71 per cent) were exported to the United States.

British Columbia exports to the European Union are mainly raw or semi-processed
natural resources. The portion of British Columbia exports destined for the
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European Union has generally been declining during the 1990s, although Europe
still remains an important market for traditional resource products. The European
Union share of British Columbia exports declined from 16 per cent to 8 per cent
between 1990 and 1996. Pulp and lumber accounted for 48 per cent and

15 per cent respectively of British Columbia’s exports to the European Union in
1996. Another 13 per cent was in coal and 4 per cent in canned salmon.

With excellent transportation facilities, abundant land, energy and other natural
resources, and a strategic location on the Pacific Rim (one of the fastest growing
market regions in the world), British Columbia is well positioned to increase its
exports to world markets and to further diversify its economy. Provincial trade
development initiatives build on these strengths and provide support for trade and
investment.

The province’s export opportunities are also largely influenced by multilateral
trade negotiations, and other trade agreements. For more information, see
Chapter 5.

British Columbia’s economic development is highly dependent on its
transportation and communications infrastructure. Businesses rely on dependable
transportation systems to move their products to market and receive supplies,
while communications systems are necessary for the rapid exchange of
information required in today’s business environment. Fortunately, the province
boasts a modern, efficient and extensive transportation and communications
system.

British Columbia’s extensive highway network provides all-weather access to most
regions of the province. There are approximately 23,710 paved kilometres of
provincial highways, 17,930 unpaved kilometres and 2,720 bridges. This network
allows for the efficient movement of British Columbia’s resource products and
opens up the province to residents and tourists.

British Columbia’s highways are used by an increasing number of people and
vehicles. As of December 31, 1996, there were approximately 3.4 million licensed
drivers. The number of vehicles licensed in British Columbia reached 2 million
passenger vehicles and 716,117 commercial vehicles — an increase of 1.2 per cent
and 1.4 per cent respectively over the previous year.

Significant challenges face the province in the coming years, as the demand for
highway improvements must meet the needs of a complex and diverse society.
Planning activities are underway in many parts of the province to determine which
improvement actions to pursue. Planning activities are integrated with both land
use planning and other modes of transportation planning. The principal focuses
for highway planning are in the Lower Mainland, Okanagan Valley, Trans-Canada
Corridor east of Kamloops and on Highway 9 from Cache Creek to McKenzie
junction.
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Map 4.1 Provincial Transportation Network
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A continued emphasis has been placed on maintenance and rehabilitation
activities to protect current investments in the provincial highway system.
Investment in major capital projects address transportation problems in rapidly
growing areas of the province. Projects include:

« the Vancouver Island Highway project, which includes upgrading to freeway
standard the Victoria approach of the Trans-Canada Highway; upgrading to
arterial standard the Trans-Canada Highway between Mill Bay and Nanaimo;
construction of the Nanaimo Parkway, a new expressway around Nanaimo; a
new inland expressway from Parksville to Campbell River; and upgrading to
arterial standard the Duke Point Road from Route 1 to the new British Columbia
Ferry Corporation terminal;

 improvement of the Highway 91 system north of the Alex Fraser Bridge in
Richmond through construction of the Hamilton and Westminster interchanges;

« the construction of a third lane each way from Grandview Highway Interchange
to the Cape Horn Interchange dedicated to high occupancy vehicle (HOV) use
on the Trans-Canada Highway;

* public consultation, planning and preliminary engineering for the Lions Gate
Bridge across Burrard Inlet to determine the preferred replacement or
rehabilitation scheme;

* public consultation and preliminary engineering in support of selecting the
preferred infrastructure for widening the Okanagan Lake Bridge and improving
the bridge approaches;

« a corridor management plan for the Trans-Canada Highway from Kamloops to
the Alberta border to define future capital projects, and immediate improvements
east of Kamloops through Salmon Arm;

« the recently completed Barnet-Hastings project, which has increased people-
moving capacity through Port Moody and Burnaby by adding HOV lanes and
bypassing the Port Moody commercial district;

 upgrades to Highway 3, including a grade separated railway crossing between
Fernie and Sparwood, and realignment through Cranbrook; and

« upgrades to highways in northern British Columbia including Highway 37 at Bell
Bridge near Stewart, Highway 97 at Pine Pass near Chetwynd, several passing
lanes on Highway 97 in the Prince George area, and an extension of the Nisga'a
Highway from Greenville to Kincolith in the Nass Valley.

Major capital projects are funded by the BC Transportation Financing Authority.
More information on the authority is provided in Chapter 7.

British Columbia has about 6,800 kilometres of mainline track operated by the
British Columbia Railway Company (BC Rail), Canadian National (CN), Canadian
Pacific Railway Company (CPR), Burlington Northern Santa Fe Railroad, Union
Pacific Railroad, and Southern Railway of British Columbia.

All of these railways have extensive freight hauling operations. In addition,
CPR Coastal Marine Operations operates a rail car and commercial motor vehicle
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marine transport service to Vancouver Island, and CN operates the “Aquatrain”
service from Prince Rupert to Whittier, Alaska.

BC Rail is part of the BCR Group, a non-government funded Crown corporation
operating in full competition with the private sector in all its businesses. BC Rail
operates exclusively in British Columbia, between North Vancouver and Fort
Nelson, with branch lines to Fort St. James, Mackenzie, Dawson Creek and
Tumbler Ridge in northeastern British Columbia’s coal fields. It has interline
connections to all points in North America served by rail.

South of Vancouver, BC Rail owns, maintains and controls traffic on a 37 kilometre
line over which other railways carry coal from southeastern British Columbia to a
deep-sea, bulk-loading facility at Roberts Bank.

BC Rail carries a variety of the province’s resources, including forest products,
coal, minerals and metal concentrates to domestic, trans-border and overseas
connecting points. The other strategic business units within the operating railway
company are — intermodal services, which operates a fleet of piggyback
equipment, road vehicles, warehouses, and reload facilities; passenger services;
fleet management; and international rail consultants.

BC Rail has 2,197 employees stationed in more than 20 communities throughout
the province.

In 1996, BC Rail secured in-bound movements for the Royal Oak Mines Inc.’s
Kemess mine, that is under construction, and is at present negotiating a long-term
freight transportation contract for out-bound concentrates. It also concluded

a freight transportation agreement for the new Imperial Metals’ Mount Polley
gold/copper mine.

Due to recent regulatory changes, there are now new opportunities to transport
additional grain on the BC Rail line. The railway is increasing the size of its grain-
car fleet and working closely with producers to handle more Peace River area
products. It is continuing work on a detailed feasibility study in a joint venture
with Mitsui Matsushima and Globaltex Industries to establish a low capital cost,
low volume coal mine adjacent to BC Rail tracks near Chetwynd. It is pursuing
other potential joint ventures in the resource sector for additional railway traffic.

The two major national railways are also active in British Columbia. During 1996,
CN spent about $55 million on various capital projects in province, and it has
combined its two British Columbia operating districts into one unit based in Delta.

While CN'’s investments in British Columbia were mainly to raise tonnage capacity
on all its mainline trackage, it also invested in signal equipment to enable it to
operate extended or double subdivision train runs. CN operating crews now travel
about 386 kilometres in one shift compared to about 193 kilometres, or a single
subdivision. This has increased productivity. CN also continued upgrading its
Kitimat subdivision by renewing the line’s bridges.
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In recent years, CPR invested heavily in infrastructure and facilities throughout
British Columbia. In 1995 and 1996, CPR invested a total of more than

$135 million on a number of capital works projects consisting mostly of basic rail
infrastructure, and the replacement of rail, ties and ballast. This work, which
continues in 1997, is required to upgrade CPR’s roadway to handle increased
traffic volumes and to accommodate higher capacity rail cars that move bulk
commodities to and from tidewater.

CPR’s investment in British Columbia is increasing in 1997, with $85 million of the
railway’s system wide spending for the year, including capital outlays and
expenses, ear-marked for projects in the province. Through the 1997 capital works
season, CPR will lay 115 kilometres of new rail; upgrade bridges, culverts, signals,
communications systems, and rail transfer facilities; and start construction of a
state-of-the-art intermodal terminal at Pitt Meadows, east of Vancouver. This
facility will replace CPR’s former Mayfair terminal and will provide more capacity
for the growing international intermodal trade.

In November 1995, CPR entered into a partnership with West Coast Express, the
new, 65 kilometre, commuter rail service between Mission and downtown
Vancouver. The service uses CPR tracks, which were upgraded to handle high-
speed passenger operations.

The Burlington Northern Santa Fe Railroad enters British Columbia at two points
in the lower mainland, Blaine and Sumas, and near Trail in the Kootenays. The
coastal line from Seattle has connections to Roberts Bank/Delta Port and to
Vancouver, where it links with the major Canadian railways.

The Union Pacific Railroad enters southeastern British Columbia at Kingsgate,
where it connects to the CPR system.

The Southern Railway of British Columbia is a short-line railway, which runs about
110 kilometres from New Westminster up the Fraser Valley to Chilliwack. It serves
local industries and shippers and is a major link carrier between industrial facilities
and ports, including Annacis Island, and the CN, CPR and the Burlington Northern
Santa Fe Railroad.

The opening of the Delta Port Container Terminal, at Roberts Banks, in June 1997
was a major event for railways and shippers. This facility, designed for the largest
container ships, will enhance the efficiency and volume of international trade.

Amtrak, BC Rail, Rocky Mountain Railtours and VIA Rail provide scheduled
passenger service within the province:

« Amtrak’s daily passenger service to Seattle operates from Vancouver’'s multi-
modal passenger terminal, Pacific Central Station.

» BC Rail provides scheduled passenger services between North Vancouver and
Prince George, operates the Royal Hudson steam excursion train from North
Vancouver to Squamish during the summer, and offers specialized charter
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services over its rail system. A summer excursion train, the Whistler Explorer,
operates from the Whistler resort community north to Kelly Lake and provides
sightseers with a journey through spectacular mountain scenery.

» Rocky Mountain Railtours operates the Rocky Mountaineer, a seasonal passenger
service that caters to tourists. It runs during daylight hours between Vancouver
and Banff/Calgary or Jasper, with an overnight stop in Kamloops.

VIA Rail provides passenger services on three lines in British Columbia: from
Vancouver via Jasper to Edmonton and eastern Canada; from Jasper to Prince
Rupert via Prince George; and, between Victoria and Courtenay on Vancouver
Island. In April 1996, the Skeena route (Prince Rupert-Prince George-Jasper) was
converted to a daylight service with three journeys in each direction every week.

Total shipments through the Port of Vancouver reached a record high

of 72 million tonnes in 1996. This is a one per cent increase over the 1995 record
of 71.5 million tonnes. Container traffic had the biggest gain (24 per cent) as
616,700 TEUs (20 foot equivalent units) were shipped in 1996, up from

426,000 TEUs in the previous year.

Chart 4.4 Port of Vancouver Cargo Tonnage
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Bulk cargo, accounting for 85 per cent of Vancouver’s total tonnage, was up
two per cent to 61.1 million tonnes. Much of this growth was due to the

five per cent increase in coal shipments, which totalled a record 27.8 million
tonnes in 1996. Grain shipments remained relatively unchanged at 12.2 million
tonnes, about 10 per cent lower than anticipated due to a year end shortfall in
scheduled grain deliveries by rail to port terminals.

General 1996 cargo volumes declined to 5.8 million tonnes due to the transfer of
about two million tonnes of domestic cargo to the neighbouring Fraser Port. Other
general cargo components, mainly forest products, remained relatively unchanged
from recent years.

At the Port of Prince Rupert, total 1996 cargo shipments decreased by
12.5 per cent to 9.8 million tonnes. Coal and grain shipments were down
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15 per cent and 20 per cent respectively over the previous year. Wood product
exports were up 13 per cent to 707,000 tonnes.

Waterborne commerce is important in the overall transportation system that serves
many British Columbia communities. Shipping and ferry services are provided by:

* tug and barge operations that connect major centres with small communities on
British Columbia’s major islands and the mainland coast. Small coastal vessels
provide passenger and freight services;

« the British Columbia Ferry Corporation, which operates a fleet of drive-on, drive-
off vessels that provide freight and passenger service on routes between the
Lower Mainland, Vancouver Island, Gulf Islands and other coastal points. During
the 1996/97 fiscal year, the corporation carried 22.3 million passengers, a
1.1 per cent decrease over the previous year, and 8.2 million vehicles, a
1.7 per cent decline over the previous fiscal year; and

« the Ministry of Transportation and Highways, which operates ferry services on
17 inland routes. During the 1996/1967 fiscal year, these ferries carried
five million passengers and 2.8 million vehicles.

For the 14th consecutive year, scenic cruise traffic along the British Columbia
coastline to Alaska set a new record in 1996. There were 289 sailings in 1996, up
from 283 in 1995. The cruise ships carried about 701,500 revenue passengers, an
18 per cent increase over 1995. The 1997 cruise season forecast is 295 sailings
with 750,000 revenue passengers.

Local, regional, and national air carriers, operating throughout British Columbia,
provide scheduled and charter services to domestic and foreign destinations. They
use a network of more than 150 land-based airports, water-based facilities, and
heliports.

Air Canada and Canadian Airlines International, along with their respective
partners, Air BC and Canadian Regional Airlines, provide major domestic and
international air services. In 1996, two new air carriers, Greyhound Air and
Westlet, each based in western Canada, began operations between Vancouver
International Airport and major centres in selected provinces.

In 1996 there were 33 foreign and domestic airlines providing international and

trans-border services through Vancouver International Airport. More than

14 million passengers arrived at or departed from the airport, up from 12 million
in 1995 (see Chart 4.5). The airport handled 330,364 aircraft movements in 1996.
Airport activities directly employed about 18,100 people and indirectly provided
24,000 more jobs.

The airport has benefited from the 1995 Canada-United States Open Skies
Agreement — 20 non-stop routes to the United States now operate from
Vancouver (up from eight), and trans-border traffic increased by 37 per cent
between 1994 and 1996.
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Chart 4.5 Arrivals and Departures at Vancouver International Airport
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To accommodate and enhance traffic growth, the airport authority is undertaking a
major modernization and expansion program. In 1996, the authority opened a
new international terminal building, a new control tower, and a second parallel
runway.

Under the National Airports Policy (NAP), introduced in 1994, the operation and
management of 29 federally owned/operated airports in British Columbia will be
turned over to locally-based Canadian Airport Authorities or municipal authorities
by the year 2000. This transfer will allow greater local input and adaptation of
services to meet local needs. However, it will affect local airport operating and
capital financing requirements, airport user services and fees, security standards,
and emergency services.

The provincial government has extended the use of Crown land for airports
affected by NAP by providing free Crown land grants required to operate these
airports and allowing leases of additional Crown land to assist airports in
becoming economically viable. It has also allowed certain exemptions from
property taxes.

There are more than 17,000 kilometres of pipelines for gathering and transmitting
natural gas in British Columbia, and about 5,200 kilometres of pipelines for
gathering and transmitting oil.

British Columbia’s electricity transmission system consists primarily of the

B.C. Hydro Integrated System and the West Kootenay Power System. In addition,
several municipal utilities own and maintain their own transmission and
distribution systems. The B.C. Hydro Integrated System and West Kootenay Power
systems have a total of 19,338 kilometres of 60 kilovolts and higher transmission
lines and 55,698 kilometres of 60 Kkilovolts and lower distribution lines.
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Natural gas, oil and electricity transmission and distribution lines in
British Columbia are regulated by the British Columbia Utilities Commission or the
National Energy Board of Canada.

British Columbia has a modern communications infrastructure comprised of
facilities to provide broadcasting, cable, computing and telecommunications and
information services. The broadcasting, cable and telecommunications industries in
British Columbia are under federal jurisdiction and regulated by the Canadian
Radio-Television and Telecommunications Commission (CRTC).

There are 11 television broadcasting stations operating in the province with

84 per cent of households subscribing to cable television. British Columbians are
also well served with local phone services with BC TEL providing 2.5 million
access lines throughout the province. The City of Prince Rupert Telephone
Company and Northwestel provide local service in the Prince Rupert area and
along the Alaska Highway, respectively. The cellular market, served by BC TEL
Mobility and Cantel, now has more than 500,000 subscribers in British Columbia.
New personal communications service providers have been licensed and began
deploying their networks in 1997.

The communications industry is undergoing a major transition as a result of two
factors: increasing competition in telecommunications services; and, the
convergence of the broadcasting, cable, computing and telecommunications
industries.

The CRTC's decisions to expand competition in long-distance services and reform
the regulatory framework are having a major impact on the telecommunications
industry. Long distance competition has seen the growth of new service providers,
such as AT&T Canada, Sprint Canada, and Westel, but BC TEL remains the largest
long-distance service provider with more than 70 per cent of the long-distance
market.

On May 1, 1997, the CRTC released several decisions which will open up all
telecommunications services to competition. It established the terms and
conditions for entry by new local-service providers into the local phone-exchange
market. These new competitors are expected to begin providing services over the
next two years, particularly in large urban areas, such as the lower mainland.

The CRTC also announced the principles and components for a new price cap
regulatory regime (the price cap regulation will replace the current rate-of-return
regulation on January 1, 1998). Price caps are designed to imitate a competitive
marketplace by controlling prices rather than controlling the profits earned by the
phone companies.

The CRTC's May 1997 decision to introduce competition in local phone services
allows cable companies to enter the local phone service market. At the same time,
the CRTC announced that it would allow phone companies to apply for cable
licences as of June 16, 1997. This convergence of services and facilities of
previously separate computing, cable, broadcasting and telecommunications
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industries means that companies with particular transmission methods will now be
able to provide other services. This should result in new multi-media services for
customers.

The changes in technology, policy and regulation will increase the variety of
services and change the type of service providers, as well as alter the way people
work, plan, learn, and do business. In recognition of these changes, the provincial
government developed its Electronic Highway Accord with public and private
stakeholders to enable all British Columbians to have access to networks and
services, and to allow them to participate in an information-based society.

Productive forest land covers approximately 49.9 million hectares or 52.9 per cent
of the province, of which 48.0 million hectares are provincial Crown land
managed by the government. About 96 per cent of forested land is coniferous,
giving British Columbia approximately half of the national softwood inventory.
Western hemlock is the predominant species logged in coastal forests, while
spruce (mainly white spruce) and pine (mainly lodgepole pine) are the major
interior species (see Appendix Table A4.1).

In 1996, the British Columbia timber harvest was 75.2 million cubic metres, down
two per cent from 1995 (see Appendix Table Al1.2). Thirty per cent of the harvest
was on the coast and the remaining 70 per cent was in the interior.

The forest sector continues to be the dominant force in British Columbia’s
economy with 1996 shipments totalling $16.5 billion or half of the total
manufacturing shipments for the province. Direct forest sector employment,
consisting of forestry, wood products, and paper and allied industries, averaged
101,000 persons (per Labour Force Survey) in 1996. Forest product exports in 1996
totalled $15.1 billion and accounted for 59 per cent of provincial exports.

Softwood lumber produced in British Columbia includes many different species,
sizes and grades. End uses include residential and non-residential construction,
industrial uses, and repair and remodelling. Markets for British Columbia’s
softwood lumber are highly competitive with individual producers being price
takers.

Lumber production in British Columbia totalled 32.7 million cubic metres in 1996,
up less than one per cent from 1995. Demand for North American lumber reached
near-record levels in 1996, with one significant indicator of demand, U.S. housing
starts, rising eight per cent to 1.48 million units. Rising demand fuelled a
significant increase in lumber prices, with the price of the bellwether product
spruce-pine-fir 2x4’s averaging $352 U.S. per thousand board feet in 1996. The
Canada-United States Softwood Lumber Agreement may have also contributed to
the price increase (see the topic box in this chapter for more information on the
agreement).

Lumber remains British Columbia’s largest export product. In 1996, $7.7 billion
worth of lumber was exported internationally, up six per cent from 1995. This
represented almost 90 per cent of provincial lumber production. The United States



Chapter 4: Industrial Structure and Performance

Map 4.2 Pulp and Paper Mills (1996)
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The Canada-United States Softwood
Lumber Agreement

British Columbia’s lumber industry, as well as the province’s economy as a whole, depends
heavily on softwood lumber exports to the United States. In 1996, exports of this one
commodity to the United States represented 19 per cent of the total value of British
Columbia’s international exports (see Chart 1). The maintenance of this trade is critical to
the maintenance of jobs and economic stability in all regions of the province.

Chart 1 Lumber Exports to the U.S. as a Share of 1996 B.C. Origin Exports
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Source: Statistics Canada

Over the past two decades, British Columbia’s share of the United States softwood lumber
market has fluctuated between 14 and 20 per cent. Canada’s share, however, has
increased, from approximately 18 per cent in 1975 to 36 per cent in 1995 (see Chart 2).
United States lumber interests have responded to this change in market composition by
initiating three countervail trade actions against Canadian exporters over the past 15 years:

» The first ended in May 1983 with the United States Department of Commerce finding that
the Canadian timber pricing system did not confer a countervailable subsidy.

The second ended in December 1986 with the two countries signing a Memorandum of
Understanding where Canada agreed to impose a 15 per cent tax on exports of lumber to
the United States.

The third ended in August 1994 with a successful Canadian challenge under the dispute
settlement provisions of the Canada-United States Free Trade Agreement. As a result, the
United States refunded $800 million of countervailing duties collected from Canadian
exporters. The two countries also agreed to launch a “consultative mechanism” under
which forest industry concerns would be discussed.

Government and industry representatives engaged in consultations with the United States
throughout 1995. An initial agreement-in-principle regarding softwood lumber was
announced in February 1996 and the two countries signed a final agreement in May
1996.
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Chart 2 Canadian Share of the U.S. Softwood Lumber Market
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Throughout the process, securing maximum access to the United States market at minimum cost
was the primary goal of government and forest industry negotiators. Effective April 1, 1996,

Canada and the United States entered into a five-year agreement concerning the export of
Canadian softwood lumber. The structure of the agreement is as follows:

* In exchange for a United States commitment not to launch any trade action on Canadian

softwood lumber exports for the next five years, Canada agreed to implement an export fee
system on lumber from British Columbia, Alberta, Ontario and Quebec. No fee is applied to
lumber produced in Atlantic Canada, Manitoba, Saskatchewan, or the territories.

The agreement permits 14.7 billion board feet of softwood lumber from the four covered
provinces to be exported to the United States each year free of fees. Lumber shipped in excess
of the quota limit is subject to a two stage export tax of $50 U.S. per thousand board feet for
the first excess 650 million board feet (lower fee base quota) and $100 U.S. per thousand
board feet for any additional shipments. The quota year runs from April 1 of a calendar year
to March 31 of the following year and is monitored on a quarterly basis.

On October 31, 1996 approximately 14.2 billion board feet (97 per cent) of the fee-free and
490 million board feet (75 per cent) of the lower-fee-base softwood lumber quota were
allocated to each of the four covered provinces. Individual lumber producers and
remanufacturers from British Columbia received 59 per cent of the total allotment, Alberta
7.7 per cent, Ontario 10.3 per cent and Quebec 23 per cent. The allocation was based on
recent export performance including indirect exports through wholesalers.

The remaining 500 million board feet of fee-free and 160 million board feet of lower-fee-base
quota were held in a New Entrant reserve and a Transitional Adjustment reserve by the federal
government and subsequently allocated to new entrants and other companies with atypical
export performances. Since exporters from British Columbia received a relatively small portion
of this reserved quota, it's share of the total fee-free quota volume was less than 59 per cent. It
is estimated that in total, British Columbia exporters received approximately 8,370 billion
board feet (57 per cent of the 14.7 billion board feet) of fee-free quota in the first quota year.

The agreement also provides for a temporary increase in exports of 92 million board feet
without fee for each calendar quarter when the average spruce-pine-fir (SPF) delivered Great
Lakes price exceeds a “trigger price” of $405 U.S. per thousand board feet for the first two
years of the agreement and $410 U.S. for subsequent years. The trigger price was exceeded for
the last three quarters of 1996 providing an extra 276 million in fee-free quota. This quota was
also allocated to new entrants and “hardship” cases.

The Canada-United States Softwood Lumber Agreement provides a potential respite in the

softwood lumber trade conflict. For the duration of the agreement, government and the forest
industry will avoid time consuming and expensive trade disputes. Also, Canadian exporters
enjoy predictable access to the United States lumber market. While the agreement is not without
cost, the limitations on Canadian lumber exports to the United States are considered to be
preferable to a fourth countervail trade case.

O
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is the main market for British Columbian lumber. Exports to the U.S. totalled

$4.8 billion in 1996, up 14.5 per cent from 1995. Exports to Japan, the main
offshore market, fell three per cent to $2.5 billion in 1996. Exports to the European
Union were $296 million in 1996, down 16 per cent from 1995.

Chart 4.6 British Columbia Lumber Production and U.S. Housing Starts
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The structural panel product category is made up of plywood and oriented
strandboard (OSB) — a reconstituted product made from relatively low value logs.
End uses include residential and non-residential construction, industrial market,
and repair and remodelling. The two panel products are substitutes in many
applications and plywood continues to face competition from OSB, which is less
costly to manufacture. Although prices for the two products have historically
tended to move together, dramatic increases in North American OSB capacity led
to a marked price divergence in 1996. Provincial plywood production was

1.5 million cubic metres in 1996, unchanged from 1995. The average price for
9.5 mm Canada softwood plywood was $388 per thousand square feet in 1996,
down one per cent from 1995. The 1996 average price for 7/16” OSB was

$261 per thousand square feet, down 25 per cent from 1995.

British Columbia total pulp production was 7.3 million tonnes in 1996, down

four per cent from the previous year, and market pulp shipments fell four per cent
to 4.4 million tonnes. Total pulp exports decreased 38 per cent year-over-year to
$3.4 billion. A decrease in world demand and drawing down of accumulated
inventories contributed to the softening pulp market during 1996. The average
price of northern bleached softwood kraft pulp in 1996 was $588 U.S. per tonne,
down 39 per cent from 1995.

Total paper and paperboard production totalled 2.8 million tonnes in 1996,
unchanged from 1995. Newsprint production was up less than one per cent at
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Chart 4.7 British Columbia Pulp and Paper Production
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1.4 million tonnes. The major market for British Columbia newsprint is the west
coast of the United States where the price of standard newsprint was down
four per cent in 1996 to $652 U.S. per tonne.

Mining is a cornerstone of British Columbia’s economy, historically and today.
Beginning with Vancouver Island’s coal mines and the Cariboo’s placer gold camp,
the province has been one of the world’s great mining regions for more than

150 years and British Columbians are recognized for their expertise in mineral
exploration and mine development. With abundant mineral resources and a skilled
labour force, mining in British Columbia is set for continued development in the
years ahead.

Most of British Columbia lies within the Western Cordillera, a geological formation
known to contain a wide variety of valuable minerals. Over the past three
decades, technological advances in exploration and mining and new domestic and
foreign markets have resulted in increased mineral products production, including
oil and natural gas.

The value of solid minerals produced in British Columbia was estimated at
$3.1 billion in 1996, a 10.4 per cent decrease from $3.4 billion in 1995.

In 1996, coal sales totalled $1.1 billion, or 35 per cent of all mineral value. Sales of
metallurgical coal, used in steel-making, increased by more than 10 per cent in
1996 to $1 billion as coal companies continued to improve productivity and
develop new markets. Sales of thermal coal, used in power generation, also rose
to $79 million. Eight coal mines were in production in the province during 1996:
two at Tumbler Ridge in northeast British Columbia; one at Campbell Lake on
Vancouver Island; and, five in southeast British Columbia — three near Sparwood
and two near Elkford.
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Map 4.3 Operating Mines (1996)
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The total value of all metals produced in 1996 was $1.5 billion, a 23.5 per cent
decrease over 1995. This decrease resulted from lower prices for copper and
molybdenum and reduced production. Copper remained the most valuable metal,
with $730 million in mine shipments. Average copper prices fell to $1.04 U.S. per
pound in 1996 from $1.33 U.S. per pound in 1995. The copper production
decrease reflected the January closure of Bethlehem Resources Corp.’s Goldstream
Mine in Revelstoke, the November closure of Similco Mine Ltd.’s mine in
Princeton, and lower production at the Highland Valley Copper mine northwest of
Merritt.

Chart 4.8 British Columbia Metallic Minerals — Total Production and
Selected Prices
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Gold and silver prices remained on par with 1995 average levels. The value of all
gold produced declined by three per cent to $317 million in 1996 after increasing
by almost 60 per cent in 1995. The value of silver production was $109 million, a
2.8 per cent increase over 1995.

Molybdenum’s market prices declined significantly in 1996 with total production
valued at $93.5 million, down from $203 million in 1995. Molybdenum is used
world-wide as an alloying agent in steel fabrication and in the lubricant industry. It
is mined and processed at Placer Dome Ltd.’s Endako Mine at Fraser Lake in the
Nechako region. Molybdenum was also mined as a co-product of copper ores at
Gibraltar Mines Ltd.’s mine at Granite Mountain in the Cariboo and at the Highland
Valley Copper mine northwest of Merritt.

Higher world prices for lead and increased zinc production boosted revenues from
Cominco Ltd.’s Sullivan mine at Kimberley and Westmin Resources Ltd.'s Myra
Falls Mines at Buttle Lake on Vancouver Island. The value of lead produced was
$57.9 million in 1996. Zinc production was valued at $222 million, a 15.5 per cent
increase over 1995.
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The production value of non-metallic mineral commodities totalled $463 million in
1996. Structural materials totalled $419 million, and industrial minerals were valued
at $44 million. By value, cement ($180 million) and sand and gravel ($159 million)
are the two largest components of structural materials. Magnestic dolomite was the
most important industrial mineral. Other non-metallic minerals produced during
the year included lime and limestone, gypsum, silica, sulphur, jade, barite, granite,
marble, and various other stone products.

Exploration activity increased by more than 30 per cent over 1995. Preliminary
estimates from federal/provincial/industry surveys indicate that $116.5 million was
invested in exploration programs in 1996. Most exploration activity continued to
occur in the province’s northwest and south-central regions. Total provincial
mineral claim-staking activity increased by more than 15 per cent in 1996 with
37,414 mineral claim units recorded, up from 31,699 units recorded in 1995.

British Columbia has a diverse and abundant energy-resource base, with
significant exports of coal and natural gas. About three quarters of

British Columbia’s oil supply is imported, mainly from Alberta, and in 1996 the
province was a net exporter of electricity. Chart 4.9 provides a breakdown of
energy production and consumption in 1996.

Chart 4.9 Primary Energy Production and Consumption, 1996
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Petroleum and natural gas exploration increased in 1996 with 461 wells drilled.
This was a five per cent increase over 1995. Gas prices increased slightly and
exploration continued to concentrate on natural gas due to expected long-term
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increases in demand. Appendix Tables A4.5 and A4.7 provide indicators of activity
in the petroleum and natural gas industry.

The value of natural gas production increased 22 per cent from 1995, while the
value of crude oil production increased by 35 per cent.

Chart 4.10 Value of British Columbia Mineral Fuels Production
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The province’s northeast region, which overlays part of the Western Canada
Sedimentary Basin, is the only area where oil and gas is produced. Gas is
processed at 18 plants, many of which recover sulphur and liquid by-products.
Processing at the new Peggo plant, east of Fort Nelson, began in 1996, and two
more plants have been approved under the Environmental Assessment Act. In
addition, an expansion is planned at the natural gas liquids plant at Taylor, near
Fort St. John, now owned by Solex Developments Company Inc.

The main gas transmission pipeline from the Peace River area to Vancouver and
the British Columbia/Washington State border was built in the mid-1950s. Since
then, the province’s pipeline system has extended north to the Fort Nelson area,
west to Prince Rupert, and right across the southern portion of the province as
shown in Map 4.4. Natural gas pipelines now serve markets in the lower
mainland, Vancouver Island (from Campbell River to Victoria), the Cariboo, the
Okanagan, the Kootenays, the northeast region, and communities from Prince
George to Prince Rupert.

Three main pipeline systems transport crude oil to facilities in Taylor, and three
other pipelines transport products to the British Columbia and Alberta systems.
Crude oil is transported south via a pipeline to Kamloops and then by the Trans-
Mountain Pipeline from Edmonton to Vancouver. In addition, two pipelines have
been proposed to transport oil and natural gas from Taylor to Alberta.

The province’s two oil refineries are located at Prince George and Burnaby. The
proportion of British Columbia’s crude oil refined at different locations varies from
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Map 4.4 Provincial Pipeline Network and Major Hydroelectric Dams
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Chart 4.11 British Columbia Natural Gas Production
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month to month. During the first half of 1996, about 25 per cent was refined in
Prince George and 40 per cent in Burnaby. The rest was exported for refining in
Alberta and Washington State. During the first quarter of 1997, each of the two
refineries refined 25 per cent of the province’s crude oil production; the rest was
exported.

Total electricity generated in the province was 70,733 gigawatt-hours in 1996, a
22 per cent increase over 1995. Hydroelectric generation increased by almost

33 per cent, while thermal generation decreased by 46 per cent. Domestic
consumption increased by five per cent to 63,632 gigawatt-hours. As a result, the
province had a trade surplus in electricity of 7,101 gigawatt-hours.

Chart 4.12 British Columbia Electric Power Production
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Only 3 per cent of total provincial land is arable or potentially arable, although up
to 30 per cent of the province has some agriculture potential. Farm holdings
(21,835 farms in 1996) cover 2.5 million hectares, of which 560,000 hectares are in
crops and 1.41 million hectares are for pasture or grazing. An estimated 10 million
hectares, of which over 8.5 million hectares are Crown land, are classed as open
or forested grazing land used by the ranching industry.

All arable soils have been mapped and classified on the basis of quality, and the
best classes have been placed within the Agricultural Land Reserve (ALR) to be
maintained for agricultural and related purposes. Slightly over 4.7 million hectares
of land are in the ALR.

According to the 1996 Census of Agriculture, the average census farm had an area
of 116 hectares. However, farm size varies greatly depending on the type of
activity, from thousands of hectares in grain or ranching enterprises to less than
five hectares in mushroom, greenhouse and poultry businesses. These latter
enterprises have higher investments in building structures than in land.

Agriculture in British Columbia is distinguished by its diversity. Some of the
activities carried out by provincial farmers include: dairy farming, cattle ranching,
poultry raising, and growing of grain, tree fruits, vegetables, berries, grapes,
mushrooms, bulbs, ornamental flowers, shrubs and herbs. Agriculture is the
province’s third largest resource industry, behind forestry and mining.

British Columbia ranks sixth among the provinces in gross farm revenues (farm
cash receipts). Farm cash receipts were estimated at $1,596 million in 1996, up
marginally (2.4 per cent) from the previous year (see Chart 4.13 and Appendix

Chart 4.13 British Columbia Farm Cash Receipts
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Table A4.9). Total production expenses in 1996, including depreciation, increased
7.8 per cent to $1,604 million, resulting in negative net income. Significantly
higher feed costs resulting from a world-wide recovery of grain prices, led the
increase in expenses. Farm wages were the second highest factor in reduced net
income.

Dairy farming accounts for 19 per cent of total farm cash receipts. Large dairy
herds are concentrated in the Lower Mainland, southeastern Vancouver Island and
the North Okanagan-Shuswap area. Smaller concentrations are found near Creston,
Smithers, Vanderhoof, Prince George, Dawson Creek and Fort St. John.

Cattle ranching is carried out primarily on range lands of the southern and central
interior, the Peace River district and the Kootenays. Hog and poultry production is
concentrated near Greater Vancouver and Victoria, although most population
centres support these activities.

Receipts from livestock and related products increased 7.1 per cent to $897 million
in 1996. Receipts from dairy products increased 4.6 per cent, while receipts from
cattle and calves dropped by 2.8 per cent. Receipts from hogs rose 9.0 per cent,
similarly poultry and egg receipts increased 17.4 per cent and 9.3 per cent
respectively. Smaller commodities such as honey and furs exhibited larger
changes. Honey was down 13.8 per cent and fur receipts increased 97.9 per cent.

Southern interior valleys, principally the Okanagan, are well-suited for the
production of tree fruits and grapes. The cooler, wetter climate of the lower Fraser
Valley and the southern Vancouver Island favours berry crops and vegetables.
Greenhouse crops, nursery products, mushrooms and other specialty crops are
also concentrated in the southwestern corner of the province, in a more temperate
climate with a high level of sunshine. Most of the province’s grain, oilseed and
forage seeds are grown in the Peace River district in the north. Farm cash receipts
from these crops decreased 4.4 per cent to $665 million in 1996.

More than 80 species of finfish and shellfish are grown, harvested and marketed
by British Columbia’s seafood industry. In 1996, the total landed value of the
British Columbia seafood harvest was $572 million, with finished processed
products fetching an estimated total of $942 million wholesale (see Chart 4.14 and
Appendix Table A4.10).

Salmon (wild and farmed) is the most important commodity of the agri-food
industry, despite a significant reduction in the wild salmon catch in 1996. Salmon
accounted for 48 per cent of the total wholesale value of all British Columbia
seafood products, followed by roe herring, shellfish and groundfish species.

Both federal and provincial authorities exercise control over the seafood industry.
The Federal Department of Fisheries and Oceans is responsible for the
conservation and management of the marine, commercial and recreational
fisheries. The Aquaculture and Commercial Fisheries Branch of the

British Columbia Ministry of Agriculture, Fisheries and Food has responsibility for
the commercial aquaculture industry, the wild marine plant and oyster industries,
the nontidal commercial fisheries and all seafood after they are caught and
removed from the water.
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There were 14,164 commercial fishers’ registration cards validated in 1996, while
seafood processing plants and aquaculture operations supported approximately
6,300 and 3,000 jobs respectively.

The seafood industry operates all along the British Columbia coast. The province’s
185 seafood processing plants are concentrated in the Lower Mainland, Vancouver
Island and Prince Rupert areas. Salmon farms are mainly located in and around
the northeast and west coasts of Vancouver Island, while most shellfish farms are
situated in the Georgia Basin, mainly in the Baynes Sound area. Trout farms are
located throughout the province, with major concentrations in the Lower Mainland
and Thompson/Okanagan areas.

In 1996, the federal government’s “Mifflin Plan” caused a major restructuring of
the seafood industry and a significant reduction of the salmon fleet to about 3,100
vessels. About 60 per cent of the province’s total fishing fleet of 5,500 vessels,
excluding packers and floating processors, operated outside the Lower Mainland.

Chart 4.14 British Columbia Fish Production
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The wild salmon harvest in 1996 was 34,200 tonnes, down 29 per cent from 1995.
For the second consecutive year the harvest was well below the industry’s long-
term average. The wild salmon catch had a landed value estimated at $96 million
and a wholesale value, including the production value of imported salmon
processed in British Columbia, of $276 million. Farmed salmon (aquaculture
production) had a wholesale value of $172 million, bringing the total salmon
production to $448 million in 1996. The 1996 canned salmon pack totalled 990,000
cases, about half of which was derived from processing salmon caught by Alaskan
fishers. Salmon, which may be sold fresh, frozen, filleted or smoked for specialty
markets, is not included in these figures.
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The value of herring landings increased marginally in 1996 to $93.5 million. The
wholesale value of $178 million was down slightly due to a weaker Japanese
market where herring roe is a traditional delicacy.

The herring roe fishery occurs in the spring of each year and, after the roe is
extracted from the mature fish, the carcasses are processed for animal feed and
fertilizer. A small food and bait fishery also contributes to catch values.

Halibut landings were relatively unchanged from 1995 at 4,100 tonnes. In 1996,
the price paid to fish harvesters declined while the wholesale value of halibut
products rose 14 per cent in 1996 to $50.9 million.

Oceanographic conditions along the province’s coast line have provided for the
cultivation of fish and shellfish species. The commercial cultivation of the Pacific
oyster dates back to the beginning of the 1900s. Today there are 15 finfish and
shellfish species actively being farmed, with others being considered for pilot
projects.

In 1996, licenses were issued for 135 marine finfish, 83 freshwater fish, 358 marine
shellfish and 57 finfish/shellfish hatchery operations. The total farm gate value of
the aquaculture industry is estimated at $167 million — $155 million for marine
salmon, $11 million for shellfish, and less than $1 million for freshwater species.

In 1996, exports of fish and seafood products were valued at $851 million. Of this,
salmon exports accounted for $339 million, herring $199 million (99 per cent of
which is roe) and halibut $34 million. Japan was the largest market for fishery
products in 1996. The U.S. was second, followed by the European Union and
Hong Kong. British Columbia’s seafood products account for more than half of all
food and agricultural product exports, and have increased 22 per cent since 1991.

The province’s manufacturing industries are largely resource-based with a major
emphasis on forest products, food, metal fabricating and refined petroleum
products. Printing and publishing, and transportation equipment manufacturing are
becoming increasingly important.

The manufacturing sector employed 207,000 persons, and produced a real GDP of
$8.1 billion in 1996, 12 per cent of total real GDP. Total manufacturing shipments
were valued at $32.9 billion, 4 per cent lower than in 1995 (see Appendix

Table A4.11).

The wood and paper and allied industries dominate the province’s manufacturing
sector, accounting for 50 per cent of the total value of manufacturing shipments in
1996. There is a growing emphasis on value-added products for export. For
example, a higher portion of pulp production is being used to make specialized
paper products, and more lumber is now remanufactured into siding, furniture
components, door and window stock, and other end-use products.

Other major industries include food processing, fabricated metal products,
petroleum and coal products, transportation equipment, printing and publishing,
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and the machinery industries. Manufacturing also includes consumer-oriented
industries, such as furniture and fixtures, plastics, and sports and fashion clothing.
New products in the general consumer category include pet supplies, sports
equipment and a wide range of specialty foods and beverages. The electronics
group is particularly noted for its achievements in communications, remote sensing
and computer technology.

Chart 4.15 British Columbia Manufacturing Shipments by Industry, 1996
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Food and beverage processing is the third most important manufacturing industry,
making up 14 per cent of the total value of manufacturing shipments in 1996.
Locally-produced agricultural products are used to produce canned and frozen
fruits and vegetables; fruit drinks; wine; fresh, canned and frozen fish; poultry;
dairy products; and beef and pork products. Sugar, soft drinks, coffee and tropical
fruit preparations are produced using imported raw materials. The food processing
industry is largely concentrated in the Lower Mainland, Okanagan Valley and
southern Vancouver Island, although some dairy products, meats and animal feeds
are produced in other parts of the province.

The location of resources, population centres and transportation facilities
determines the regional distribution of manufacturing activity within

British Columbia. The Greater Vancouver area has developed into the province’s
major manufacturing centre followed by Vancouver Island. The Prince Rupert-
Kitimat area is involved in forest products, fish processing, aluminum refining, and
methanol and ammonia production. Wood products, food and beverage
processing, trucks, mobile homes, and recreational vehicles are the principal
manufacturing industries in the Okanagan. Trail, in the Kootenay region, is the
location of a major lead-zinc smelter and a fertilizer plant. The rest of the province
is largely dominated by the manufacturing of forest products (see also Chapter 3,
Regional Profiles).

There is no commonly accepted definition of what constitutes a high-technology
industry. Various definitions have been proposed relating to factors such as the
technical complexity of production processes, the use of “high-technology”
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equipment, the “knowledge intensity” of employment, the level of industry
research and development, and the particular nature of the goods and services
produced. These definitions cover both the development and use of technology,
knowledge and information in producing goods and services.

Although a common definition is lacking, a specific set of industries is considered
to be part of the high-technology sector in British Columbia. These industries
include computer and related services, engineering and other scientific services,
aircraft and aircraft parts, pharmaceuticals, and electronics.

Chart 4.16 High Technology Sector

Persons Employed GDP, Value

0 (Thousands) - |:| ($ billions)

40 2.0

30 15

20 1.0
10 0.5
0 0.0

1988 1989 1990 1991 1992 1993 1994 1995

Year

Source:  BC STATS, Ministry of Finance
and Corporate Relations

The province’s high technology sector produces an estimated 3 per cent of the
economy’s GDP. Since 1988, the sector has outpaced growth in the overall
economy, driven by the engineering services, scientific and technical services, and
computer and related services industries. Several industries in the manufacturing
sector have also shown strong growth, notably communication and other
electronic equipment. Employment growth has been strong and steady, with the
number of jobs in the sector increasing by more than a quarter since 1988 to
41,000 in 1995; 79 per cent of these workers provide high technology services,
while 21 per cent are employed in manufacturing. Exports of high technology
commodities, most of which are destined for use in the United States, have more
than doubled since 1988.

In addition, many manufacturing industries which are based on processing
primary products and natural resources use advanced technology to speed
production and reduce costs. Employment in these industries has become
increasingly knowledge intensive, requiring workers to use computers, software,
mathematics and problem-solving skills.

Greater use of high-technology products is also evident in the service sector, an
area that many consider synonymous with low skills, low productivity and low
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wages. In fact, researchers now suggest that the high-technology revolution has
had the biggest impact on the service sector. Software advances and the plunging
price of computing power have produced innovations such as the delivery of
financial services through automated teller machines, the tracking and
management of retail inventories with point-of-sale computers, and computer
programs to solve complex scheduling, routing and equipment problems

for transportation companies. These developments have made services

a “high-technology” sector in many respects, notably in the skills and knowledge
required of workers.

Capital expenditures are an important indicator of the level of economic activity in
the province. In 1996, new capital outlays on residential and non-residential
construction, machinery and equipment in British Columbia totalled $18.6 billion,
3 per cent less than in 1995. According to Statistics Canada’s mid-year investment
intentions survey, capital expenditures in the province in 1997 are expected to
increase by 10 per cent to $20.4 billion, reversing the declines of the previous two
years (see Chart 4.17 and Appendix Table Al1.7). An anticipated 16 per cent
increase in new non-residential construction is the main reason for the strength in
capital investment. Increases of 7 per cent for residential construction and

6 per cent for investment in machinery and equipment are also expected in 1997.

Chart 4.17 Capital Expenditures in British Columbia, 1995 to 1997
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During 1996, expenditures on new machinery and equipment totalled $5.8 billion,
a decrease of 2 per cent from 1995. Major areas of investment were in the finance
and insurance ($821 million), transportation and storage ($743 million), and
communications and other utility ($675 million) industries. Manufacturers invested
$1.3 billion in machinery and equipment in 1996, down 14 per cent from the
previous year, as expenditures by manufacturers of paper and wood products
declined. Capital expenditures on machinery and equipment are expected to
increase 6 per cent (to $6.2 billion) in 1997.
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Investment in non-residential construction fell 10 per cent to $6.1 billion in 1996.
Investment in construction projects was down in most sectors of the economy.
Construction activity in the paper and wood manufacturing sector dropped
following strong gains in the previous year. However, some industries, such as
retail trade, education, health and social services, recorded strong growth in non-
residential construction during 1996. Capital expenditures on non-residential
construction are expected to rebound in 1997, rising 16 per cent to $7.1 billion.

Residential housing is an important part of the construction industry because of its
market size, broad regional employment implications and social importance. Total
investment in residential construction projects was $6.7 billion in 1996, up

2 per cent from the level in the previous year. Based on Statistics Canada’s mid-
year survey of private and public investment intentions, investment in residential
construction is expected to strengthen in 1997, rising 7 per cent to $7.2 billion.

Housing starts rose slightly in 1996 to 27,641 units, following the sharp drop in the
previous year. Starts of single and row housing increased in 1996, while starts of
apartments continued to decline (see Appendix Table A4.12).

Chart 4.18 Housing Starts in British Columbia
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Construction is a significant economic activity in all regions of the province. Public
services and housing command a large share of the total capital expenditures.

In the industrial sector, a continuous effort to achieve higher production and
pollution control levels and to diversity into new value-added products has
required a high level of expenditures. In the transportation sector, major projects
continue to account for a large proportion of public and private expenditures.
They include: the $1.2-billion Vancouver Island Highway; the $800-million
British Columbia Ferry Corporation’s 10 year development plan; and

the $137-million Squamish Highway.
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A number of large residential and commercial projects are partially
accommodating the province’s rapid population growth. The most noteworthy
are: Concord Pacific Development’s $3-billion Pacific Place, Marathon Realty’s
$1-billion Coal Harbour development, Westin Bayshore Development'’s
$400-million Bayshore Gardens, Bosa Development’s $350-million Citygate
Complex in Vancouver, Intrawest Properties’ $700-million Gateway Centre and the
$300-million King George Park development in Surrey, and Station Hill Park
Development Corporation’s $300-million City in the Park Condominium Project in
Burnaby.

British Columbia has a growing ski mountain resort industry, which has resulted in
expansions, or proposed expansions at Whistler/Blackcomb ($30-million),

Sun Peaks ($65-million), Big White ($26-million), Cypress Bow! ($40-million),
Mount Washington ($10-15 million), Panorama ($20-million), Fernie Snow

Valley ($15-million), Jumbo Glacier ($552-million), Coyote Resort ($250-million)
and Brohm Ridge ($160-million).

Major project completions since March 1996 include: the $224-million Deltaport
container terminal in Delta, the $170-million modernization of the Cominco lead-
zinc smelter in Trail, the $160-million upgrading of the Barnet Highway between
Burnaby and Port Moody, West Fraser Timber's $110-million fibreboard plant in
Quesnel, Finley Forest Industries’ $110-million pulp mill upgrade in Mackenzie,
the $86-million expansion of the University of Victoria, the $80-million Palisades
Condominium Towers in Vancouver, Slocan Forest Products’ $70-million pulp mill
expansion in Taylor, the $60-million Cameron Island condominium project in
Nanaimo, Fletcher Challenge’s $57-million mini-chip pulp mill expansion in
Mackenzie, and Westcoast Gas Services’ $48-million natural gas processing plant in
Jedney.

Large projects starting in 1996, in addition to those continuing from 1995 or noted
previously, include: the $598-million Greater Vancouver Regional District sewage
treatment facilities, the $279-million upgrade of the BC Hydro and Power
Authority’s Burrard thermal generating plant, the $102-million Mt. Polley gold-
copper mine, the $400-million expansion of Westcoast Energy Inc.’s pipeline
system, Weldwood of Canada’s $115-million new sawmill and plywood mill
upgrade, the $390-million Kemess South copper-gold mine, the $197-million
Huckleberry copper mine, a $145-million upgrade of MacMillan Bloedel’s pulp
and paper mill in Powell River, and numerous additions to public transportation,
health, and education facilities across the province.

A more detailed and up-to-date listing of major projects within the province can
be found in the British Columbia Major Projects Inventory (see product order form
at the back of this publication).

British Columbia’s retail trade sector contributed $4.8 billion, or 7 per cent of the
economy’s real GDP at factor cost in 1996.

The value of retail sales reached $31.3 billion in 1996, up one per cent from
$30.8 billion in 1995. The sources of strength within the retail sector were
automotive parts and accessories (up 16 per cent to $1.5 billion), gasoline service
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stations (up 7 per cent to $2.2 billion) and drug stores (up 6 per cent to

$1.7 billion). Sales by recreational and motor vehicle dealers decreased 3 per cent
to $7.5 billion in 1996, following a substantial increase in the previous year. Retail
sales grouped according to type of business are shown in Appendix Table A4.13.

Chart 4.19 British Columbia Retail Sales
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In 1996, the retail trade sector employed 226,000 people, or 13 per cent of the
province’s work force. Employment in retail trade decreased slightly between 1995
and 1996, in contrast to the 2.5 per cent increase for the economy as a whole.

The business services sector includes such diverse enterprises as advertising,
accounting, management consulting, architecture, computer services and
consulting engineering. Motion picture production and distribution, staged
entertainment, sports and recreation clubs, spectator sports and gambling
operations are included in the amusement and recreation sector. Personal services
comprise a wide range of activities, including hairdressing salons and barber
shops, laundries and dry cleaners, funeral services, shoe repair, travel agents and
many other business operations providing services to individuals. Also included in
the personal services sector are the activities of private households, religious
organizations, and other non-profit organizations.

The business services sector is one of the fastest growing areas of the provincial
economy. In 1996, the sector’s real GDP totalled $3.1 billion, slightly more than
the total GDP of the province’s education industry. Since 1984, real GDP in the
business services sector has increased by 86 per cent, and employment has more
than doubled, rising from 58,000 to 135,000 people. For the economy as whole,
GDP has increased 45 per cent since 1984, while employment has grown

43 per cent.

In addition to creating jobs, the business services industry contributes to the
economy by helping other industries improve productivity, add value to products,
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and open up new markets. Business services to foreign clients are also an
important source of export earnings. Due to British Columbia’s expertise in areas
such as transportation, communications, forest products and hydroelectric
engineering, continued growth in exports of business services is expected.

The amusement and recreation industry is another sector of the economy that has
shown above-average growth since 1984. Total employment in the sector has
more than doubled, increasing from 17,000 to 39,000 people. GDP growth for this
sector has also been strong, at 40 per cent. The amusement and recreation service
sector contributed $1 billion to provincial GDP in 1996.

British Columbia has an expanding and developing motion picture production and
distribution industry. A growing number of movies, feature films, and television
productions are being shot in the province. Over one hundred film and television
productions were produced in British Columbia in 1996, accounting for a record
$537 million in production spending. North Shore Studios is Canada’s largest film
and television studio, and the Bridge Studios in Burnaby has one of the largest
special effects stages in North America.

Other industries in this sector which have experienced strong growth since the
mid-1980s include recreation clubs and services, and the gambling industry. The
activities of the province’s many fine arts and cultural organizations have also
contributed to growth in this sector during the last decade.

Personal services are often provided by small, owner-operated establishments.
This sector has experienced healthy growth since 1984. Real gross domestic
product has increased 53 per cent, to $1.1 billion, while employment has grown
38 per cent to 47,000. The demand for many of the services provided by this
sector, such as hairdressing, laundry, or funeral services, is usually strongly
correlated with population growth.

The finance, insurance and real estate (FIRE) sector comprises a diverse group of
businesses, including chartered banks, trust companies, credit unions, consumer
loan companies, insurance carriers and agencies, real estate brokers, investment
dealers, and operators of commercial buildings and residential dwellings. About a
fifth ($14.2 billion) of British Columbia’s gross domestic product originates in the
FIRE sector. Of this total, $8.1 billion represents the imputed value of rent on
owner-occupied dwellings (the imputed rental income is an estimate of how much
rental income homeowners could earn if instead of living in their homes, they
chose to rent them out). The remaining $6.1 billion of the sector's GDP originates
in the activities of finance, insurance and real estate companies. In 1996, there
were 113,000 jobs in the FIRE sector, making up 6 per cent of total provincial
employment. Over half (64,000) of the jobs in FIRE were in the insurance and real
estate industries.

During 1996, chartered bank deposits/liabilities in British Columbia grew
21 per cent, to $131.2 billion by year-end. Total personal savings deposits
decreased slightly in 1996, as a 10 per cent increase in chequable savings deposits
was offset by declines in fixed-term deposits and non-chequable savings deposits.
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Chartered bank loans/assets in British Columbia reached $128.2 billion by year-
end 1996, a gain of 19 per cent. The value of personal loans increased 7 per cent,
residential mortgage lending rose 11 per cent, and loans to businesses increased to
5 per cent above the 1995 level.

At credit unions within the province, deposits rose 8 per cent to $17.3 billion by
the end of 1996. Loans by credit unions increased 10 per cent to $16.1 billion.

The Vancouver Stock Exchange (VSE) is one of five stock exchanges in Canada. It
specializes in raising capital for small and medium-sized companies, and is widely
viewed as North America’s leading venture capital market. In 1996, 8.3 billion
shares were traded on the VSE, up 35 per cent from the previous year. The value
of shares traded increased 87 per cent to $12.0 billion, surpassing the previous
record of $6.8 hillion set in 1993.

Chart 4.20 Shares Traded on the Vancouver Stock Exchange
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The VSE Composite Index measures the overall share value of companies listed on
the exchange. It rose 50 per cent between the end of 1995 and the end of 1996.
Resource stocks were the major source of strength, increasing 87 per cent during
the year. The value of venture company stocks also showed strong gains, up

45 per cent from the end of 1995.

Over the last decade, real estate activity in most parts of British Columbia has
varied greatly. The total assessed value of properties in British Columbia, as
determined by the British Columbia Assessment Authority, increased moderately in
1996 due in part to continued provincial in-migration. As at July 1, 1996,
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assessment roll values reached $395.2 billion, an increase of 2.8 per cent, or
$10.8 billion over 1995. This increase largely reflects new construction and
increased market values of properties in some regions of the province.

Chart 4.21 Total Assessed Value of Properties in British Columbia
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Chart 4.22 British Columbia Multiple Listing Service (MLS) Residential
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Information from the Multiple Listing Service (MLS) gives some indication of recent
activity with respect to sales of residential properties. During 1996, MLS sales in
British Columbia increased 24 per cent from the 1995 level. In total, 72,182 MLS
sales of residences were reported, up from 58,082 in the previous year. Average
residential prices were slightly lower than in 1995, falling 1 per cent to $218,687.
The Canadian average residential MLS selling price increased 0.5 per cent to
$151,071.

In 1996, Tourism British Columbia undertook a comprehensive analysis of the
characteristics of visitors to British Columbia and the contribution of tourism to the
provincial economy. This study resulted in new baseline measures of the value of
tourism in British Columbia which better reflect the economic contribution of the
tourism industry. The province’s scenic attractions combined with its clean, safe
image makes it an attractive destination for Canadians, as well as international
tourists. British Columbia offers a wide diversity of products and experiences for
touring residents and to visitors.

Tourism continued to play an important role in the provincial economy in 1996.
Resident and non-resident visitors contributed $7 billion in 1996. In all,
27.7 million overnight visitors were recorded in British Columbia during 1996.

Chart 4.23 British Columbia Overnight Tourism Revenue by Origin, 1996*
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The largest contributors to tourism room revenue in the province are

British Columbia residents — in 1996, British Columbia residents spent $3.4 billion
while travelling overnight in the province. Unlike resident travellers, for whom a
significant number of trips are same-day, non-resident visitors primarily come to
British Columbia for visits of one or more nights. Visitors from the “short haul”
regional markets (Alberta, Saskatchewan, Manitoba, Northwest Territories, Yukon,
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Washington State, Oregon, Idaho, Montana and Alaska) spent $1.3 billion in 1996
on overnight trips to the province. Overnight revenue from the North America
“long haul” markets (Ontario and other Canadian provinces, California and other
American states, and Mexico) was $1.4 billion. Revenue from the overseas markets
was $926 million in 1996 — $598 million from the Asia/Pacific region and

$310 million from Europe.

In 1996, there were 27.7 million overnight visitors to British Columbia.

British Columbia residents continue to be the largest group of travellers,
accounting for 66 per cent of overnight trips taken in the province. Overnight
visits from the short haul regional market included 2.7 million trips from Canadian
residents and 2.2 million trips from American residents. Overnight visits from the
North American “long haul” market included 981,000 from Canadian long haul
visitors, and 2 million from United States long haul visitors. More than 1.5 million
overnight visitors came from the overseas market in 1996 — 1 million from the
Asia/Pacific and 531,000 from Europe.

Chart 4.24 British Columbia Overnight Visitors by Origin, 1996*
(thousands of persons)
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Cultural activities play a key role in enhancing the quality of life in
British Columbia’s communities and make a substantial contribution to the
province’s economy and industrial diversity.

The cultural sector encompasses individuals and organizations working in a range
of disciplines (performing, literary, visual and media arts), cultural industries (film
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production, publishing, sound recording, craft and design), and the archaeology
and heritage sectors. This sector also includes facilities such as museums,
performance centres, heritage sites, libraries, cinemas, broadcasting centres,
archives, galleries and sales outlets for cultural products.

British Columbians are among the most active participants in the arts and culture

in Canada. More British Columbia residents read regularly, attend cinemas and go
to museums than other Canadians, and are more likely to be directly involved in

the arts as members of arts organizations, volunteers and donors.

The size of the cultural labour force in British Columbia has increased by

72 per cent between 1981 and 1994, a growth rate more than twice that of the
general labour force. Approximately 48,000 people are now employed in cultural
activities. The sector enjoys higher than average rates of self employment, and is
gender-balanced.

A total of 463 public heritage institutions attracted 10 million visitors in 1994/95.
These institutions include 309 museums, 37 galleries, 67 historic sites, 23 archives,
and 27 natural history or botanical sites.

The film and television industry in British Columbia grew by 24 per cent in 1996
totalling $537 million. Production included 34 feature films, 16 television series
and 52 movies for television. An additional estimated $80 million was spent on
commercial shoots. The industry employed 8,500 people full-time with another
16,500 part-time employees. British Columbia now ranks as the third largest
production centre in North America behind Los Angeles and New York.

In 1994/95, 1.8 million people attended 5,695 performances by British Columbia’s
66 professional performing arts groups and spent approximately $19.6 million on
tickets (see Appendix Table A4.18)

British Columbia’s 42 book publishers have nearly 3,000 titles in print, 83 per cent
of which are authored by British Columbians, including 400 new titles published
in 1994. Total sales of British Columbia publishers were $28 million in 1994.

British Columbia’s music industry is represented by approximately 1,200 business
organizations employing over 7,000 people. The industry generated $335 million
in revenues in 1994/95.
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Overview

The Constitutional
Framework

The Provincial
Government

The Legislature

The structure of the British Columbia government is based on British
parliamentary tradition and precedent. Prior to 1866, British Columbia was
composed of two British-controlled Crown colonies, one on Vancouver Island and
a second on the mainland. In 1866, the Union Proclamation joined these colonies
to form the Crown Colony of British Columbia, and on July 20, 1871,

British Columbia entered into Confederation with Canada. Although the Colony of
Vancouver Island had a parliamentary form of government as far back as 1856, the
first fully elected government was not instituted in British Columbia until the
autumn after Confederation with Canada. Responsible government was achieved
in late 1872 when the Lieutenant Governor acquiesced to an executive council that
was responsible to the legislative assembly.

Upon entering Confederation, British Columbia came under the authority of the
British North America Act, 1867 (BNA Act), a statute of the British parliament.
Until 1982, the BNA Act defined the major national institutions and established the
division of authority between the federal and provincial governments. In 1982, the
BNA Act was renamed the Constitution Act, 1867 and its amendments were
incorporated into the Constitution Act, 1982. The Constitution Act, 1982, which
also includes the Canadian Charter of Rights and Freedomes, is part of the Canada
Act, 1982. With the passage of the Canada Act, 1982, the British Parliament ended
its legal right to legislate for Canada.

Canada, as a federal state, divides legislative powers between the federal and
provincial governments.

British Columbia’s government is modelled after the British system. Functionally
there are three main branches: the legislature, the executive and the judiciary (see
Chart 5.1).

Legislative powers in British Columbia are exercised by a single legislative
chamber, which is elected for a term of up to five years. The legislature consists of
the Lieutenant Governor and the 75 elected members of the legislative assembly.
The legislative assembly represents the people of British Columbia in the conduct
of the province’s affairs. The assembly is required by law to meet at least once a
year with a normal session lasting several months. However, special sessions can
last just a few days or many months, depending on the nature of the government’s
business.
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Six officers report directly to the legislative assembly and are completely
independent of government. Their functions are described below.

Chart 5.1: The Government of British Columbial
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1 The Lieutenant Governor, the Executive Council and Members of the Legislative Assembly are listed in
Appendix 8.
Crown Corporations are listed in Appendix 7.

The Auditor General provides independent assessments of the financial statements
provided by government to the legislative assembly. The Auditor General also
conducts audits and evaluations of government operations, the reliability of
financial reporting, and compliance with applicable laws and regulations. In
addition, the Auditor General recommends ways to improve public-sector
administration.

The Chief Electoral Officer is an officer of the legislature responsible for the voter
registration process, and the conduct of elections and plebiscites in the province.
The Chief Electoral Officer is also responsible for the registration of all political
parties, constituency associations, candidates and leadership contestants, as well as
their respective financial agents and auditors. In addition, the Chief Electoral
Officer conducts compliance investigations and audits of annual and election
financing returns of all registered entities.
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The Child, Youth and Family Advocate has a mandate to ensure that the rights and
interests of children, youths and their families relating to designated services are
protected and advanced, and that children and youths have access to appropriate
and effective review and appeal processes. As well, the Advocate supports,
promotes and coordinates the establishment of advocacy services for children,
youths and their families in their local communities, and provides information and
advice to government and communities about designated services for these
groups. The Advocate reports annually to the Legislature and may make
recommendations about legislation, policies and practices respecting services for,
or the rights of, children, youth and their families.

The Members’ Conflict of Interest Act defines and addresses conflicts of interest,
and apparent conflicts of interest, of members of the legislative assembly. Under
the act, the Conflict of Interest Commissioner is appointed by the legislative
assembly to carry out three functions — to annually prepare and file a public
disclosure statement with respect to the financial affairs of each member of the
legislative assembly; to respond to requests for opinions and advice with respect
to compliance with the act from individual members, the executive council and
the legislative assembly; and, when requested, to provide an opinion on
allegations of contravention of the act. The Commissioner files an annual report
with the legislative assembly and may, at the request of the executive or the
legislative assembly, undertake and report on any assignment the Commissioner
considers appropriate.

The Information and Privacy Commissioner is responsible for monitoring and
enforcing compliance with the Freedom of Information and Protection of Privacy
Act. The act provides for public access to records held by public bodies and
defines limited exceptions to the right of access. It also establishes strict standards
about how public bodies collect, use and disclose personal information, and
guarantees the individual’s right to see that information and to make corrections.
Any applicant who is denied access to information by a decision of a public body
may ask the Information and Privacy Commissioner to review the decision. The
Commissioner has the power to issue binding orders with which the government
must comply within 30 days.

Under the Ombudsman Act, the Ombudsman is responsible for investigating
complaints of unfair administrative practices within provincial government
ministries, Crown corporations, and certain other public authorities including
schools, school boards, colleges, universities, hospitals, and the governing bodies
of professional and occupational associations.

The executive is composed of the Lieutenant Governor and the executive council.
The Lieutenant Governor is the Queen'’s representative in British Columbia and
holds a largely ceremonial place in the modern provincial government. By
constitutional custom, the Lieutenant Governor is appointed by the Governor
General of Canada for a term usually lasting five years.

The Lieutenant Governor, on the advice of the premier, appoints members of the
executive council and is guided by the executive council’s advice as long as it
holds the confidence of the legislative assembly. Following a general election, the
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Lieutenant Governor calls upon the leader of the political party with the largest
number of elected members to serve as premier and to form the provincial
government.

The Lieutenant Governor, on the recommendation of the premier, convenes,
prorogues and dissolves the legislative assembly and gives Royal Assent to all
measures and bills passed by the assembly before they become law.

The executive council, or cabinet, is headed by the premier and is composed of
selected members of the ruling party. Ministers are the head of government
ministries, and are usually members of cabinet (see Appendix 8). At present, the
British Columbia government is composed of 16 ministries.

Cabinet determines government policy and is held responsible by the legislative
assembly for the operation of the provincial government. Deputy ministers are the
chief operating officers of ministries and are appointed by cabinet. Deputy
ministers are responsible for carrying out government policies and for managing
the work of their ministries.

The Judiciary performs functions which are central to the orderly operation of
society. Judges hear and give judgment in criminal prosecutions, and in actions
arising from disputes between private citizens or between the government and
private citizens. Judges apply both judge-made law, known as “common law,” and
laws made by the Parliament of Canada and provincial legislatures. The Judiciary
is increasingly called on to determine whether laws passed by governments
conform with the values expressed in the Canadian Charter of Rights and
Freedoms.

The British Columbia judicial system is made up of the Provincial Court of

British Columbia, the Court of Appeal of British Columbia and the Supreme Court
of British Columbia. The Provincial Court includes Small Claims Court, Adult
Criminal Court, Youth Court and Family Court. Provincial Court judges are
appointed by the provincial government. Court of Appeal and Supreme Court
judges are appointed by the federal government.

The federal judicial system includes the Tax Court of Canada, the Federal Court of
Canada (Appeals Division and Trial Division), and the Supreme Court of Canada.
The Federal Court of Canada hears cases in limited areas of exclusively federal
jurisdiction, for example, reviewing decisions made by federal tribunals such as
the Canada Labour Relations Board. The Supreme Court of Canada is the court of
final resort and hears selected appeals from the Federal Court of Appeal and
provincial Courts of Appeal.

Under Canada’s constitutional framework, the province has ownership and
jurisdiction over natural resources and is responsible for education, health and
social services, municipal institutions, property and civil rights, the administration
of justice and other matters of purely provincial or local concern. Provincial
programs are described in Chapter 6.
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To meet its financial commitments, the provincial government has authority to
collect revenue through direct taxation within provincial boundaries and to borrow
on provincial credit. The 1982 amendments to the Constitution Act, 1867 gave the
provincial government additional taxing authority over natural resources, including
indirect taxation.

The British Columbia personal income tax rate for the 1997 taxation year is

51 per cent of basic federal tax. This means that a typical British Columbia
taxpayer is required to remit $51 in income tax to the provincial government for
every $100 of basic federal income tax, which is calculated before the addition of
federal surtaxes and subtraction of federal refundable credits. High-income earners
are also required to pay a surtax of 30 per cent of provincial tax in excess of
$5,300 plus 24.5 per cent of provincial tax in excess of $8,745. This surtax is
reduced by $50 per dependant. A two income family of four with one spouse
earning $35,000 and the other $20,000, and with typical major deductions being
claimed, would pay provincial income tax approximately equal to six per cent of
total income in 1997.

The British Columbia Income Tax Act provides for the BC Family Bonus; a
monthly benefit for low and modest income families with children. The maximum
BC Family Bonus is $103 per child per month and is paid to families with annual
net incomes of $18,000 or less. Families with annual net incomes in excess of
$18,000 can receive a reduced payment. Payments began in July 1996 and about
220,000 British Columbia families received payments in the first year of the
program.

British Columbia’s general corporate income tax rate is 16.5 per cent and the small
business rate is 9 per cent. The small business rate only applies to the first
$200,000 of active business income earned in the year by a Canadian-controlled
private corporation. In addition, a corporation’s small business deduction is
clawed back when its corporate capital exceeds $10 million, and is eliminated
completely when its corporate capital exceeds $15 million.

The corporation capital tax is applied to the adjusted paid-up capital of general
corporations at a rate of 0.3 per cent. Banks, trust companies and credit unions are
taxed at a rate of three per cent if their net paid-up capital exceeds $750 million;
otherwise a rate of one per cent applies. For general corporations, adjusted paid-
up capital includes share capital, retained earnings and surpluses, liabilities, and
deferred credits of a corporation. Deductions are allowed for current accounts
payable, investments in other corporations, allocations of net paid-up capital to
other jurisdictions, and qualifying expenditures on specific new capital assets.
Certain corporations are exempt from the tax, such as corporations or associated
groups of corporations with net paid-up capital of less than $1.5 million.

The general tax rate on purchases and leases of tangible personal property under
the Social Service Tax Act is seven per cent. The tax also applies to certain
services, including legal services, telecommunication services, pay television
services, repair of certain tangible personal property and, in the Vancouver
Regional Transit Service Area, non-residential, off-street parking. Liquor products
are taxed at ten per cent and passenger vehicles are taxed at between seven and
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ten per cent depending on the vehicle’s value (i.e. vehicles under $32,000 are
taxed at seven per cent, vehicles between $32,000 and $33,000 at eight per cent,
vehicles between $33,000 and $34,000 at nine per cent, and vehicles valued at
$34,000 or more at ten per cent). For purchases of passenger vehicles, the tax
applies to the purchase price less the value of tangible personal property
(normally the trade-in vehicle) taken as partial payment for the purchased vehicle.
The act also imposes fixed levies on purchases of lead-acid batteries weighing
two kilograms or more and pneumatic vehicle tires ($5 per battery and $3 per tire)
to raise revenue for environmental purposes, and on short-term rentals of
passenger vehicles ($1.50 per day) to help the BC Transportation Financing
Authority finance and construct high-priority transportation projects.

British Columbia, local governments and certain regional boards all levy taxes on
occupiers of real property. Independent, market-value assessments are performed
annually by the British Columbia Assessment Authority. Property is divided into
nine classes under the Assessment Act, and three assessment rolls are created with
slightly different tax bases. Few exemptions apply, but a grant to owners of a
primary residence in British Columbia under the Home Owner Grant Act provides
significant relief from residential property tax.

British Columbia levies the province-wide school tax under the School Act.

A single rate is set for each of the eight non-residential property classes, with rates
varying from $4.50 to $15.00 per thousand dollars of taxable assessed value.
Residential school tax rates are different in each of the province’s fifty-nine school
districts, and range from $2.439 to $9.000 per thousand dollars of taxable value.
The higher rates apply in school districts with lower average assessed values.

British Columbia also levies a property tax in unincorporated areas through the
Taxation (Rural Area) Act. Province-wide rates for the nine property classes range
from $0.50 to $4.50 per thousand dollars of taxable value.

Municipal governments levy property taxes under the Municipal Act to fund about
three quarters of their responsibilities. Rates vary by municipality and by property
class. Regional districts, hospital districts and other minor taxing jurisdictions also
levy property taxes. Their tax rates vary but the tax ratios between classes are
established by the provincial government.

The tax rate on hotel accommodation is eight per cent, of which 1.65 percentage
points is dedicated to Tourism British Columbia. This new Crown corporation uses
the dedicated funding to promote development and growth of the tourism industry
throughout the province. Municipalities, regional districts and other eligible entities
may request that the provincial government levy an additional tax of up to

two per cent on their behalf. The revenue from the additional tax must be used to
fund tourism-related projects or to promote tourism. Additional hotel
accommodation taxes are currently levied on behalf of the resort municipality of
Whistler; the cities of Vancouver, Victoria and Prince Rupert; the districts of Oak
Bay and Saanich; and the town of Smithers.

Provincial fuel tax rates are 11 cents per litre for clear gasoline and 11.5 cents per
litre for clear diesel. This includes 2 cents per litre of clear fuel tax collected on
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behalf of the BC Transportation Financing Authority, which uses the funds to help
finance high-priority transportation projects. Additional taxes on clear fuels are
collected on behalf of the Vancouver and the Victoria Regional Transit
Commissions, in their respective transit service areas, to cover part of the local
share of transit costs. In Vancouver, the province collects 4 cents per litre, and in
Victoria, the province collects 2.5 cents per litre.

Compressed natural gas, and 85 per cent or higher methanol or ethanol blends,
used to propel motor vehicles are exempt from provincial fuel tax. On June 1,
1997 the tax exemption for auto propane expired. It is now taxed at the social
service tax rate of 7 per cent.

Qualifying disabled people are eligible for a rebate of provincial tax paid on fuel
purchased for use in their own vehicles, up to an annual maximum of $400.

The tobacco tax rate is 11 cents per cigarette and 11 cents per gram of loose
tobacco.

The property transfer tax is imposed upon application to register a transfer of an
interest in real property at a land title office. The tax is payable by the person
taking title to the property (the transferee) at a rate of one per cent on the first
$200,000 of fair market value transferred and two per cent on the balance.

A variety of exemptions are provided, including an exemption for eligible
first-time home buyers.

Other provincial taxes, including the horse racing tax, insurance premium tax, real
property tax, logging tax, mining tax, and mineral land tax, are described in
Appendix Table A5.1, which lists major provincial taxes, exemptions and tax
credits. Appendix Table A5.2 provides an interprovincial comparison of tax rates.

The following legislation of financial significance was enacted by the legislature
during the 1997 spring session. Appendix Table A5.3 provides more details on
major tax changes effective in 1997.

The Budget Measures Implementation Act, 1997 amended the following provincial
statutes:

» The Corporation Capital Tax Amendment Act, 1997 amended the investment
allowance provisions to disallow a deduction for certain investments in foreign
bank accounts, insurance companies, and exempt Crown corporations.

The School Act was amended to maintain 1997 average gross residential school
taxes at 1996 levels by adjusting school property tax rates in response to
changes in average assessed values.

» The Taxation (Rural Area) Act was amended to maintain average gross
residential rural area taxes at 1996 levels by reducing the residential rural area
tax rate to reflect the roughly 2.5 per cent increase in average residential
assessed values in the rural areas.
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» The Municipal Act, Taxation (Rural Area) Act and the Vancouver Charter were
amended to eliminate the property tax exemption for properties designed for
abating pollution. This applies to new properties or properties not already
exempted in 1996. This measure ensures equal treatment for producers who
build non-polluting facilities and is consistent with the “polluter pay” principle.
Properties that were tax exempt in 1996 will continue to be exempt.

» The Tobacco Tax Act was amended to increase the tobacco tax rate for loose
tobacco (e.g. cigarette, pipe and chewing tobacco) from 8.4 cents per gram to 11
cents per gram, effective March 26, 1997. This is equivalent to the rate imposed
on manufactured cigarettes on a per gram basis. The tax rate increase is based
on the recognition that health risks and costs associated with tobacco use
depend primarily on the amount, rather than the form, of the tobacco consumed.

* The Motor Fuel Tax Act was amended to allow the transfer of an additional
1 cent per litre clear fuel tax to the BC Transportation Financing Authority
(BCTFA) to fund priority transportation projects, effective April 1, 1997. The clear
fuel tax rate paid by consumers is unchanged at 11 cents per litre for clear
gasoline and 11.5 cents per litre for clear diesel. This change was previously
announced in the 1996 Budget, but the transfer did not take place in 1996/97
because the revenue requirements of the BCTFA were less than expected.

Propane used in motor vehicles is taxed at the general social service tax rate of
7 per cent on the base price, effective June 1, 1997.

The tax on clear gasoline and clear diesel increased by 1 cent per litre in the
Victoria Regional Transit Commission area, effective July 1, 1997. The province
collects the tax on behalf of the commission to provide funds for improving the
public transit system in that region.

» The Hotel Room Tax Act was amended to allow the transfer of 1.65 percentage
points of the 8 per cent provincial hotel room tax to Tourism British Columbia, a
new provincial Crown corporation, effective April 1, 1997. The revenue from the
Tourism British Columbia portion of the tax will be used to promote
development and growth of the tourism industry throughout British Columbia.
The general hotel room tax rate paid by consumers remains unchanged at
8 per cent.

The provincial government undertakes a number of activities in recognition of the
importance of foreign trade, investment and international relations to the
British Columbia economy.

The provincial government, mainly through the Ministry of Employment and
Investment, works closely with the Canadian federal government to help ensure
that foreign markets are opened to British Columbia exports. For example from
1994 to 1997, the province participated in all of the Team Canada trade missions
(to China, India, Pakistan, Indonesia, Malaysia, Korea, the Philippines and
Thailand).

The British Columbia Trade and Investment Office promotes British Columbia
exports of goods and services and fosters the expertise needed to compete in
export markets. The office also encourages foreign investment in British Columbia.
For more information on programs to promote trade and investment, see

Chapter 6.
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The Asia Pacific Economic Cooperation (APEC) is an international forum for
promoting Cooperation trade and economic cooperation among its 18 member
economies in the Asia Pacific region. APEC members are: Australia, Brunei
Darussalam, Canada, Chile, China, Hong Kong, Indonesia, Japan, Korea, Malaysia,
Mexico, New Zealand, Papua New Guinea, the Philippines, Singapore, Chinese
Taipei, Thailand, and the United States. As the Asia Pacific region is an important
market for British Columbia, Canada selected Vancouver as the host site for the
APEC economic leaders’ meeting in November 1997.

The APEC meeting is a significant and prestigious event which involves an
estimated 10,000 people, including senior government and business leaders and
the international media. The APEC meeting offers a unique opportunity to
highlight British Columbia as Canada’s Pacific Gateway, and to showcase the
province’s trade and investment opportunities locally, nationally, and
internationally. British Columbia will also enhance its activities with specific
programs for business, youth, and civil societies stakeholders’ groups.

Foreign exports account for 25 per cent of British Columbia’s Gross Domestic
Product, and they support a large portion of the province’s total employment.
Imports also play an important role in creating jobs, because much of this
commodity inflow supports further production in the province. Many firms use
imports, along with British Columbia’s resources and workers, in value-added
activities, which contribute to the province’s economic growth. Therefore, the
implementation and operation of international trade agreements have a major
impact on British Columbia’s economy.

The Uruguay Round of Multilateral Trade Negotiations (MTN), involving more than
100 countries who are signatories to the General Agreement on Tariffs and Trade
(GATT), began in 1986 to develop a more open and equitable world trading
system. It was the largest and the most complex set of international negotiations
ever undertaken.

Almost half of British Columbia’s exports are destined to markets other than the
United States, particularly in the Pacific Rim region. Therefore, the provincial
government placed a great deal of importance on MTN's successful conclusion so
that British Columbia could gain increased access to the markets of its non-United
States trading partners.

The provincial government has strongly advanced its trade interests which include
the following:

« elimination of tariff and non-tariff barriers, particularly on natural resource-based
products;

» improved GATT rules governing the use of countervailing duty laws; and

« establishment of a multilateral framework of obligations to regulate international
trade in services.
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The Final Act of the Uruguay Round, signed in April 1994 by 117 countries
including Canada, established the World Trade Organization (WTO) to integrate
GATT with a new General Agreement on Trade in Services and an agreement on
Trade-Related Aspects of Intellectual Property Rights. WTO and its constituent
agreements came into force on January 1, 1995. Negotiations are continuing in a
number of unresolved areas.

The provincial government welcomed this multilateral effort to lower barriers to
international trade because British Columbia is a trading province. Overall, the
province’s trade interests will be advanced as further access to foreign markets is
gained.

The North American Free Trade Agreement (NAFTA) and two parallel accords on
labour and the environment came into effect on January 1, 1994. NAFTA extends
the scope of the Canada-United States Free Trade Agreement to Mexico, and
provides for freer trade in goods and services, with duties generally being phased
out over 10 years.

While the federal government agreed to bind Canada with respect to measures
under federal jurisdiction, it did not agree to bind the provinces because the
parallel accords on labour and the environment involve subjects primarily within
provincial jurisdiction. Negotiations aimed at reaching a federal/provincial/
territorial agreement on co-managing the accords in Canada were held in July
1994. Most jurisdictions have not yet ratified the agreement.

The provincial government generally supports efforts by the federal government to
secure better access to foreign markets for Canadian exporters through its
participation in international trade agreements. However, the provincial
government opposed NAFTA and urged the federal government not to proclaim
Canada’s implementing legislation until concerns, such as the establishment of
trade rules governing subsidies and the protection of water and other resources,
were satisfactorily addressed.

Canada and Chile signed a comprehensive free trade agreement, similar in scope
to NAFTA, on November 18, 1996. The provincial government ensured that
Canada’s negotiating objectives reflected British Columbia’s economic interests.

A number of treaties between Canada and the United States (U.S.) have a direct
impact on British Columbia. The provincial government works to maintain a
strong relationship with neighbouring U.S. states. The province is also a member
of the Pacific North West Economic Region (PNWER) consisting of Alaska, Alberta,
British Columbia, Idaho, Montana, Oregon, and Washington State. PNWER'’s goal is
to increase regional collaboration in areas of mutual interest regarding economic
development.

The Pacific Salmon Treaty between Canada and the U.S., signed in 1985, was
intended to provide for the conservation and equitable distribution of migrating
Pacific salmon. However, numerous treaty provisions have expired, and efforts to
renegotiate the treaty, and to develop new long-term arrangements, have been
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unsuccessful. Lack of a treaty has resulted in the U.S. increasing its interception of
salmon returning to spawn in Canadian waters. Further, the southeastern Alaska
harvest of chinook salmon is threatening some sensitive stocks on the west coast
of Vancouver Island. The province supports the provisions of the original treaty,
and has been actively seeking its renegotiation.

The Columbia River Treaty, which was entered into by Canada and the U.S. in the
1960’s, requires that the U.S. provide specified amounts of electricity to

British Columbia (downstream benefits) in return for the storage and flow
regulation provided by three dams on the British Columbia portion of the
Columbia River. The treaty runs until at least 2024. Rights to the downstream
benefits and obligations to build and operate the dams were transferred to

British Columbia under a 1963 agreement with Canada. The downstream benefits
were sold in the 1960s to a group of U.S. utilities for thirty years, and revert back
to provincial control in stages between 1998 and 2003.

In November 1996, a treaty agreement was signed to return the downstream
benefits over existing transmission lines, thereby avoiding the construction of a
new transmission corridor in the Okanagan valley which was required under the
original treaty. The province is working with U.S. and Canadian authorities on
developing further treaty arrangements whereby downstream benefits, surplus to
British Columbia’s requirements, may be sold directly to clients in the U.S.

The province has also been involved in other international discussions regarding
the environment, forestry, labour, transportation and investment. Further
information can be obtained directly from responsible ministries.

The Ministry of Education, Skills and Training provides opportunities for

British Columbia students and educators to be involved in international education
programs. Through these programs, discussed in Chapter 6, British Columbia’s
education and training expertise is extended to a global community and the
education of all British Columbians is enhanced and enriched by the incorporation
of a broader international view.

British Columbia is actively developing and pursuing policies to advance
provincial interests and priorities in all federal-provincial matters, to harmonize
federal-provincial activities in areas of shared jurisdiction, to bring greater
accountability and stability to federal-provincial fiscal relations, and to strengthen
national unity through reform and renewal of national social programs.
Agreements have been reached with the federal government on a number of
British Columbia priorities over the past year including infrastructure funding,
labour market training, immigration, and enhancing Vancouver as the gateway to
the Asia-Pacific region.

In July 1994, the provincial premiers signed an Agreement on Internal Trade. The
objectives of the agreement are to reduce and eliminate barriers to the free
movement of persons, goods, services and investment within Canada, and to
establish a more open, efficient and stable domestic market. The modest
agreement reduces some specific barriers and provides a framework for future
negotiations.
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Under the agreement, British Columbia secured a code of conduct restricting the
use of investment incentives. This is intended to preclude unfair enticement of

investment from other provinces. The provincial government will ensure that the
agreement does not lead to lower environmental, labour or consumer standards.

In current negotiations on procurement, British Columbia has refused to accept
provisions for the MASH (municipalities, academic institutions, social services,
schools and hospitals) sector which will impose undue administrative costs and
burdens, or adversely affect the province’s ability to maintain and improve health
and social services. British Columbia has also insisted on its right to continue to
use purchasing by Crown corporations as a lever for regional and economic
development.

In December 1993, the First Ministers agreed to a three-year national infrastructure
program consisting of $6 billion in matching contributions from federal, provincial/
territorial, and municipal governments (or private sector partners). In February
1994, British Columbia signed an agreement with Canada which provided for

$675 million (cost-shared equally by the federal government, the province and
local partners) to be spent on infrastructure works over the three-year period.
About 85 per cent of the program funding was allocated to water, sewer and local
transportation projects with the remaining 15 per cent allocated to other physical
infrastructure projects that enhance public services and provide significant
economic benefits.

In December 1996, the federal government offered to enhance its program funding
for the 1997/98 fiscal year. In April 1997, British Columbia reached an agreement
to participate in the enhanced program with the federal government. The
agreement provides for an additional $51.7 million each from the federal,
provincial and local partners. Priorities for the enhanced program include road
and transit improvements, telecommunications services and cultural projects.

At the 1996 Annual Premier’'s Conference, provincial premiers established a
Council of Ministers on Social Policy Renewal to coordinate an approach to
overarching social policy issues of national importance. The council has supported
progress in several sectors to advance the priorities identified by the premiers.

A number of these priorities, such as a provincial/territorial vision for the health
system of the future and the National Child Benefit (modelled on the BC Family
Bonus), have progressed significantly.

In the coming year, the council will continue to coordinate activities related to the
premiers’ priorities as well as work with sector councils on the integration and
harmonization of benefits and services for people with disabilities, on the
development of a national youth employment strategy, and a national children’s
agenda. Options for new approaches to governing Canada’s social union will also
be developed, as well as strategies to deal with provincial/territorial concerns
related to the federal off-loading of costs to provide services for Aboriginal people.
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British Columbia has been instrumental in negotiating the National Child Benefit
(NCB) with the federal and provincial governments. Under NCB, the federal
government will provide an additional $600 million per year for low-income
families with children through creation of the Canadian Child Tax Benefit in July
1998. When this occurs, the provinces will decrease benefits for income assistance
recipients by a corresponding amount. The funds will then be re-invested into
programs for children in low-income families that meet the NCB objectives of
helping to prevent and reduce child poverty, and to promote family attachment to
the workforce. The overall income for families on income assistance will be
maintained.

An agreement between Canada and British Columbia on labour market
development was signed in April 1997. The agreement provides for shared
responsibility for the employment benefits and support measures available under
the Employment Insurance Act. Joint decision-making will occur in the areas of
planning, program design, and priority setting for programs and clients. The
federal government retains responsibility for delivering programs and for
managing some cross-Canada activities (such as national sectoral partnerships).

The agreement guarantees that the federal government will spend $1.5 billion on
labour market development activities in British Columbia over the next five years.
The agreement will also reduce duplication of programs and services, and will
help ensure that employment programs are designed to reflect the employment
opportunities that exist in the province.

The partnership agreement is the first step in a two-phase process. The second
phase, with final details to be negotiated, will lead to a transfer of federal
programs and administrative resources, including about 470 federal employees, to
the provincial government by September 1998.

In April 1997, Canada and British Columbia signed an agreement on managing
Pacific fisheries. The agreement creates a new partnership between

British Columbia and Canada for conserving and managing resources, and includes
the establishment of a Canada-British Columbia council of fisheries ministers to
coordinate major salmon resource and habitat issues; establishment of a Pacific
Fisheries Resource Conservation Council to provide advice on salmon conservation
issues; creation of a Fisheries Renewal Advisory Board to improve coordination of
habitat restoration and enhancement initiatives; and a commitment to fund further
habitat restoration projects.

In March 1997, the provincial and federal governments resolved a dispute over
British Columbia’s three-month residency requirement for receiving income
assistance. The province removed the residency requirement and Canada reduced
the penalty imposed for the action to $20.3 million (the actual savings realized
while the residency requirement was in effect) from $46.9 million. A payment for
the difference of $26.6 million will be made to the province.

The federal government acknowledged the increased pressures on provincial and
community services caused by a large inflow of new residents from abroad and
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Pensions in British Columbia

Introduction British Columbia’s retirement income system is a complex set of arrangements
involving the federal government, the provincial government, municipalities,
employers, unions, pensioners’ organizations, and individuals making their own
preparations for retirement. This topic box highlights the inter-connectedness of the
many components in this system, and the need for consultation in developing reforms
to individual programs that will have impacts across the whole system.

Jurisdiction for Prior to 1951, pensions were held to be a matter of exclusive provincial jurisdiction.
Pensions Public pensions were administered by the provincial governments, were cost-shared
with the federal government, and were all income-tested. Following World War I,
there was growing public demand for a universal public pension, but only the federal
government possessed the financial resources to provide one. As a result, in 1951 the
Constitution was amended to enable the federal government to pass legislation
pertaining to pensions, and Old Age Security was introduced. In 1964, the
Constitution was amended again, to broaden the federal government’s new legislative
capacity regarding pensions to include supplementary survivor benefits and disability
benefits. This constitutional amendment was made to enable Parliament to pass the
legislation required for the Canada Pension Plan.

The constitutional amendments of 1951 and 1964 did not diminish the existing power
of provincial legislatures with respect to pensions. The jurisdiction for pensions is
consequently concurrent, and some constitutional scholars argue that it is the only
example in the Constitution of Canada of concurrency with provincial paramountcy.
This view has not been tested in the Supreme Court of Canada, but if valid it would
imply that federal pension legislation would be inoperative if it were inconsistent with
provincial legislation.

Non-contributory Today the federal government operates two non-contributory public pension
Public Pensions programs: Old Age Security (OAS) and Guaranteed Income Supplement (GIS). Both

of these programs are now income-tested. In 1997, OAS paid $4,808 per year to all
citizens and landed immigrants residing in Canada who had reached age 65 and had
ten years of residency in Canada. These OAS benefits are taxable, and are also
subject to a claw-back of fifteen cents per dollar of individual income in excess of
$53,215. GIS is more narrowly targeted on low-income seniors. In 1997 it paid a
maximum of $5,714 per year for single seniors and a total of $7,444 per year for
senior couples. GIS is non-taxable, and is subject to a claw-back rate of 50 cents per
dollar of other family income, starting at the first dollar.

In its 1996 budget, the federal government announced its intention to replace OAS
and GIS in the year 2001 with a new income-tested, non-contributory, public pension
called Seniors Benefit. Under this program, future low-income seniors will receive
slightly more income support than they would have under OAS and GIS, but future
middle and upper income seniors will receive significantly less. Another important
component of the Seniors Benefit proposal is the elimination of the existing age and
pension income tax credits.

British Columbia operates two programs that supplement or are received in place of
OAS and GIS benefits. An income assistance program delivered by the Ministry of
Human Resources, part of the BC Benefits package of programs, provides ongoing
financial aid for seniors who do not qualify for OAS and GIS benefits. Recent
immigrants to Canada, for example, may need this assistance. As of June 1997, there
were 1,899 seniors (age 65 and over) benefitting from this program.

=
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The Seniors Supplement is an automatic income top-up program for seniors who
receive OAS and GIS, but who still do not have enough income from all sources to
reach a minimum income threshold. As of June 1997, this threshold was $11,188 per
year for a single person, and $18,627 for couples, and the maximum top-up was $592
for a single senior, and $723 for a couple.

All of the above pensions are non-contributory and income tested. They are also all
unfunded, or “pay-as-you-go”, arrangements. British Columbians contribute to these
pension programs through the taxes they pay throughout their lifetimes.

The Canada Pension Plan (CPP) is a partially funded, earnings-related (or
contributory), public pension plan. It covers virtually all individuals who earn income
through participation in the labour force. It is administered by the federal
government, but it is co-managed, with the provinces playing a stewardship role in
the plan. In 1997, the CPP collects contributions from employers and employees
totalling six per cent of “contributory earnings”, or earnings between an exemption of
$3,500 and a ceiling of $35,800. The maximum annual CPP retirement benefit paid in
1997 is $8,842. The CPP also pays important survivor, disability, and death benefits.

Chart 1 Income of British Columbia Seniors

Other Public
OAS Transfers

Other Private Sources

Per Cent of Total
Taxable Capital Gains
CPP
— 5% | RRSP
Investment Income
Other Pensions Employment Earnings
Distribution by type of Income in 1994 (all returns)
Note: Capital gains election income is excluded. Source: Taxation Statistics by Province, Revenue Canada

The Canada Pension Plan exists through federal legislation, but any amendments to it
require the consent of two thirds of the participating provinces having two thirds of
the population of the participating provinces. Quebec operates its own pension plan,
the Quebec Pension Plan (QPP). However, Quebec counts as a “participating
province” because the provisions of the QPP have to be kept roughly parallel to
those of the CPP in order to preserve pension portability.
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In February 1997, the federal government announced that it had reached agreement
with eight provinces to pass a package of amendments to the CPP. British Columbia
agreed with several measures in the package that would increase the size of the CPP
Fund and diversify its investment strategy. However, British Columbia could not
support the full package because of other measures that unnecessarily placed much
of the burden of CPP reform on vulnerable groups such as the disabled, widows, low-
wage workers and women. Saskatchewan also could not support the package. As the
combined populations of British Columbia and Saskatchewan are not sufficient to stop
CPP amendments, the proposed reforms are expected to be implemented on

January 1, 1998.

Registered Pension RPPs are employer-sponsored pension plans that many employees participate in as an
Plans (RPPS) and employee benefit. In 1995, there were a total of 619,843 British Columbians who
. ! were active members of pension plans, including plans registered in British Columbia

eglstered and elsewhere. This represented 32.3 per cent of the province’s labour force and 40.1
R - -
Retirement Savmgs per cent of its province’s paid workers. The labour force includes the unemployed

and those temporarily out of the labour market.

Plans (RRSPs

RRSPs are more typically individual retirement savings arrangements, though there are
now also group RRSPs that are sometimes organized by employers. In 1995, 710,000
British Columbia taxfilers contributed $2.84 billion to RRSPs. This represented 13.6
per cent of total Canadian taxfilers, and 15.0 per cent of total RRSP contributions.

The popularity of both RPPs and RRSP rests in large part on the income tax deferral
provisions that makes either of these arrangements an attractive investment vehicle
for workers, and a tax-efficient benefit in an employer’'s compensation package.

The tax treatment of RPPs and RRSPs is set by the federal government through its
income tax legislation. Since provincial income taxes are computed as a percentage
of federal income taxes, the tax deferral for RPPs and RRSPs affects both federal and
provincial government revenues. In fiscal year 1996/97 this “tax expenditure” cost the
government of British Columbia $1.4 billion.

The quality and security of RPPs in British Columbia is subject to the provincial
Pension Benefit Standards Act (PBSA). The PBSA sets minimum standards for plan
eligibility, vesting, portability, survivor benefits, employer contributions and disclosure
to members. It provides for pension plan solvency and funding standards, requires
actuarial review for certain pension plans, and approves the means for locked-in
pension transfers. The PBSA is administered by the Pension Benefit Standards Branch,
Ministry of Labour. As of July, 1997, the Branch oversaw some 917 employer-
sponsored pension plans in both the private and public sectors. Another 77 plans had
applied for registration, or were in the process of being transferred to British
Columbia from other jurisdictions.

British Columbia’s Tge .Sqp)teranquationb?ommtission of the ll\/linist_lr_)k/] of Finar;rc]e Iz;nngoSrpor.ate F\'\’/Ielat.io.ns,I
; administers nine public sector pension plans. These are the Public Service, Municipal,

StatUtory Pension College, Teachers’ and Members of the Legislative Assembly pension plans, and the

Plans plans for four Crown Corporations. Currently these pension plans have combined

assets of over $28 billion, 740 participating employers, 248,500 contributors (12% of
the labour force), and almost 70,000 pensioners.

The financial health of the public pension plans is assessed through an independent
actuarial valuation every three years (see Chart 2). The financial positions of the four
major statutory plans (Public Service, Municipal, College and Teachers’) have
substantially improved in the most recent valuations. The Public Service Pension Plan
has shown an actuarial surplus as at March 1996.

=
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Chart 2 British Columbia Statutory Pension Funds
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In a complex set of interacting programs, major changes to individual programs in the
system can have far-reaching effects. Cuts in one program can increase costs in other
programs that supplement it. Tax-backs and claw-backs from multiple programs can
combine to create very high “effective marginal tax rates” on seniors’ incomes. This
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in turn can produce strong disincentives to the very savings and self preparation

behaviours that other programs in the system are trying to encourage.

British Columbians are preparing, both individually and collectively, for the coming
retirement of the baby boom generation. There is a clear need for recognition of the

many complex interconnections within the retirement income system, and for

consultation prior to introducing major changes to pension programs.

127



Chapter 5: The Provincial Government and Intergovernmental Relations

British Columbia House

Federal-
Provincial Fiscal
Arrangements

Equalization

Canada Health and
Social Transfer

128

from other provinces. Canada agreed to increase its funding for immigrant settlement
in British Columbia by $22.4 million in 1996/97 and in each of the next two fiscal
years.

Canada and British Columbia agreed to work together to enhance British Columbia’s
ability to act as Canada’s gateway to the Asia-Pacific region. Canada will dedicate
$60 million over the next two years to fund joint projects totalling at least

$120 million.

The provincial government’s presence in the nation’s capital is maintained by
British Columbia House. It represents the provincial government at certain federal-
provincial meetings and provides contact and liaison with federal ministers and
officials on provincial priorities. It also promotes the province’s economic
development and diversification interests, particularly in the area of federal
procurement.

The federal government supports a number of provincial programs through
conditional and unconditional grants and, by agreement, collects provincial
income tax.

Current fiscal arrangements have contributed to an imbalance between provincial
revenue and expenditure responsibilities. Since 1982/83, the federal government
has shifted part of its deficit problem to the provinces by unilaterally reducing
transfer payments. The unilateral reductions cost British Columbia $3.3 billion in
1996/97 and are expected to cost $4.1 billion in 1997/98.

Prior to 1996/97, federal transfers were delivered to the provinces via three
programs: equalization payments, the Canada Assistance Plan (CAP) and
Established Programs Financing (EPF). Starting in 1996/97, CAP and EPF were
combined into a single, smaller block fund called the Canada Health and Social
Transfer (CHST). Equalization continues as a separate program.

The federal government’s equalization program provides cash payments to
provinces with relatively low revenue-raising ability to help them maintain a
reasonable standard of public services without unduly high tax rates. Under the
program, each province’s revenue-raising capacity is measured against the average
of five representative provinces, and payments are made by the federal
government to bring below-average provinces up to the five-province standard.
British Columbia does not qualify for equalization payments.

In 1996/97, federal transfers to provinces in support of health, post-secondary
education and social services were combined into a single block fund called the
Canada Health and Social Transfer (CHST). At the same time, the federal
government imposed significant cuts in the level of transfers to provinces.

As a block fund, CHST entitlements are not related to the level of provincial
spending on health, post-secondary education and social services, and are not
allocated by the federal government among the three program areas. CHST
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transfers are allocated by the provinces according to their own spending priorities.
The CHST is not unconditional, however. The federal government may withhold
payments from provinces that violate the Canada Health Act (a condition
previously attached to EPF transfers) or impose residency requirements on
eligibility for social assistance (a condition previously attached to CAP transfers).

As a growing province, British Columbia faces increasing demand for its health,
post-secondary education and social services, at a time when federal transfers for
these programs are declining sharply. In the first two years of the CHST (1996/97
and 1997/98), federal cash transfers to British Columbia will fall by $600 million,
or 28 per cent. British Columbia’s 1997/98 CHST cash transfer of $1.6 billion will
cover only about 12 per cent of provincial expenditures on health, post-secondary
education and social services; ten years ago, federal transfers covered 30 per cent
of these expenditures.

British Columbia is further disadvantaged by the fact that the formula used to
allocate the CHST between provinces is partly based on population growth, and
partly based on historical allocations which discriminate against British Columbia,
Alberta and Ontario. These historical allocations incorporate the “cap on CAP”, an
arbitrary restriction on transfers for social services imposed on the three provinces
in 1990. While the population share or “per capita” component of the CHST
allocation formula will gradually be increased over time, it will still constitute only
50 per cent of the allocation by 2002/03.

Although originally scheduled to continue to fall until 2000/01, CHST cash
transfers to all provinces combined are now expected to be frozen at the 1997/98
level of $12.5 billion until 2002/03. This new cash “floor” has been put in place to
ensure a level of stability in future cash transfers. However, there is no indication
that this floor will be adjusted to take into account inflation or population growth.

The provincial government has agreements with the federal government in several
other areas, including infrastructure, forestry, agriculture, fisheries, youth
corrections, training, public school education, and the rehabilitation of disabled
persons. Most of these agreements are of limited duration. Federal government
contributions to British Columbia for these programs totalled $180 million in
1996/97.

While provinces levy their own personal and corporate income taxes, most
provinces, including British Columbia, have authorized the federal government to
collect these taxes on their behalf. Nine provinces participate in the personal
income tax collection agreement, and seven participate in the corporate income
tax agreement. Quebec collects its own personal and corporate income taxes,
while Ontario and Alberta collect their own corporate income taxes.

The advantage of having the federal government collect provincial taxes is that
each taxpayer files only one tax return for payments of both federal and provincial
income taxes. Under the agreement between Canada and British Columbia, the
province must adopt income tax legislation and regulations similar to those of the
federal government. This reduces provincial government control over its own tax
base.

129



Chapter 5: The Provincial Government and Intergovernmental Relations

Local
Governments

Municipal
Finance
Authority of
British Columbia

130

For several years, western provinces have been calling for the creation of an
independent revenue collection agency to: increase provincial income tax policy
flexibility and allow for a broader range of tax credits; provide more accountability
and transparency by moving to levy provincial tax rates directly on income; and
improve, through new governance arrangements, the responsiveness of federal
administration to provincial concerns. However, the Canadian Customs and
Revenue Agency recently proposed by the federal government does not meet
these objectives.

Local governments in British Columbia consist of incorporated municipalities,
regional districts, school districts, regional hospital districts and special-purpose
improvement districts.

The 151 incorporated municipalities, which include 43 cities, 52 districts, 15 towns,
40 villages and one Indian government district, provide facilities such as roads,
waterworks and sewers, as well as a wide range of social, recreation and
protection services.

The 27 regional districts incorporated under the Municipal Act, including
municipal and other local areas, provide services efficiently over a large area.
Almost all of the province is included within regional district boundaries. The
Stikine region is the only unincorporated area in the province.

There are 15 active regional hospital districts within the province. The boundaries
of 14 of these districts correspond to the boundaries of 7 regional health boards
and 7 community health services societies. The boundary of the Greater
Vancouver Regional Hospital District includes 4 regional health board boundaries.
The regional health boards, along with 34 community health councils, will be
responsible for most health services in each region, including hospitals, long-term
care facilities, home support services, public health units, alcohol and drug
services, and mental health services.

School districts, incorporated under the School Act, coordinate school
administration throughout the province. These districts usually combine adjacent
municipal and non-municipal areas. In May 1996, the government reduced the
number of school districts from 75 to 59. This initiative, along with other
administrative efficiencies in all districts, will save $27 million in 1997/98, and up
to $30 million annually thereafter.

Finally, there are 281 improvement districts, primarily in non-municipal areas,
incorporated under the Municipal Act or the Water Act. Services that may be
provided by improvement districts include waterworks, fire protection, irrigation,
street lighting, drainage, garbage disposal, sewage disposal, parks and
playgrounds, dyking, community halls, cemeteries and mosquito control.

The Municipal Finance Authority is incorporated under the Municipal Finance
Authority Act as a central agency to provide financing of capital requirements and
interim financing, pooled leasing, and short-term investment opportunities for
regional districts and municipalities in British Columbia. Recently, amendments to
the Municipal Finance Authority Act extended the interim financing and short-
term investment programs to other public institutions in British Columbia.
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All regional districts, their member municipalities (except the City of Vancouver)
and four special-purpose districts are required to finance their long-term capital
requirements through the authority. The authority issues its own securities and
lends the proceeds to the regional districts at whose request the financing was
undertaken. The authority’s bonds are rated AAA by Canadian Bond Rating Service
and Aaa by Moody’s Investors Service.

Obligations of the authority are neither obligations of, nor guaranteed by, the
provincial government. The combined credit-worthiness of all the regional districts
and their member municipalities, which together encompass almost all of the
taxable land and improvements in the province, stands behind the authority’s
obligations. In addition, a debt reserve fund is maintained to satisfy obligations in
the event that sufficient funds are not available to meet payments or sinking fund
contributions. If the Board of Trustees of the authority is of the opinion that
payments made from the debt reserve fund will not be recovered within a
reasonable period, it will, and under certain circumstances must, levy rates on all
taxable land and improvements in the province sufficient to restore the fund to its
previous level.

As of June 30, 1997, the outstanding long-term debt of the authority was
$2,054 million, while the debt reserve fund balance was $214 million.

Since December 31, 1990, the authority has operated an interim financing program
for regional districts and municipalities that provides temporary financing for
capital projects, short-term debts of a capital nature and current expenditures, in
anticipation of the receipt of tax revenues. Participation in the program is
voluntary. As of June 30, 1997, the short-term debt outstanding was $36 million.

The authority also operates three pooled investment funds (a bond fund, an
intermediate fund and a money market fund) for the purpose of holding and
investing money received from regional districts, municipalities and public
institutions in British Columbia. Participation in the funds is voluntary. As of
June 30, 1997, the net assets of these funds totalled $852 million.

In 1995, the authority combined interim financing and pooled leasing into one
program. All commonly leased assets from office equipment to rolling railway
stock are eligible for financing under this program.

The British Columbia Assessment Authority (BC Assessment) was incorporated in
1974 under the Assessment Authority Act. BC Assessment is an independent,
publicly-funded corporation governed by a board of directors reporting to the
Minister of Municipal Affairs and Housing. The chief executive officer of

BC Assessment is the assessment commissioner. Both the board and the
commissioner are appointed by the Lieutenant-Governor in Council.

BC Assessment is responsible for establishing and maintaining an independent,
uniform and efficient real property assessment system throughout British Columbia
in accordance with the Assessment Act. The act requires the authority to produce
annual rolls with assessments at market value.
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A new assessment roll is completed by December 31 of each year, based on the
market value of properties as of July 1. Individual assessment notices are sent to
all property owners at the beginning of each January. For example, an assessment
notice issued in January 1997 estimates the property’s value on July 1, 1996 and is
used by tax authorities to determine 1997 property taxes. A common valuation
date provides fairness and ensures an equitable base for property taxation.

BC Assessment also determines the appropriate classification for each property in
British Columbia. The government has established nine classes of property for
which different tax rates may be set. Table 5.1 shows the assessed values for the
property classes as of July 1, 1995 and July 1, 1996.

Table 5.1 Assessed Values of Property Classes as of July 1

Values Assessed

Property Property Class as of July 1 Per Cent
Class # Description 1995 1996 Change
($ millions)

O Y= (o [T o] (= 1 277,185 283,941 2.4
2 UIIEY oo 16,303 16,066 -1.5
3 Unmanaged fOreSst ... 30 45 47.5
A M@JOr INAUSTIY oo 5,605 5,616 0.2
5 LIght INAUSTIY e 3,423 3,482 1.8
6 Business/other ... 69,701 73,093 4.9
7 Managed fOreSt ... 843 1,022 21.3
8 Recreational/non-profit ... 10,034 10,624 5.9
LS T o 1 0 1 1,323 1,330 0.6

TOTAL s 384,447 395,219 2.8

Note: Percentages may not calculate due to rounding.
Source: British Columbia Assessment Authority.

The assessment roll, once certified by the assessor and authenticated by the Courts
of Revision, is presented to the tax jurisdictions (municipal and provincial
governments) to form the basis of their tax rolls. Property valuation by

BC Assessment is subject to legislated appeal procedures through the Courts of
Revision and the Assessment Appeal Board.

BC Assessment maintains an extensive and up-to-date information database on all
properties in British Columbia which consistently exceeds international appraisal
standards. In addition to providing information in the form of assessment rolls, the
authority also provides accurate property and value information to tax authorities
through a program of information-sharing. For a fee, the information can be
provided through electronic database access, microfiche and custom reporting to
property owners; municipal, provincial and federal government agencies; realtors;
appraisers; lawyers; bankers; title search companies; and others.

BC Assessment’s operations are financed primarily through a province-wide levy
on properties. Other revenue sources include the sale of information services and
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products to various levels of government, the private sector, and national and
international markets. BC Assessment is exploring opportunities for better public
property information services and the potential to expand its revenue base.

The provincial government funds a number of programs for local governments
including a local government grants program, grants in lieu of property taxes and
a home owner grant program. In addition, significant financial contributions are
made to school districts and regional hospital districts (see Chapter 6 for details).

The Local Government Grants Act provides part of a funding framework for
provincial government support to local jurisdictions. The act establishes annual
unconditional grants to municipalities and regional districts, and other grants to
local governments and related organizations based on amounts appropriated by
the government’s annual Supply Act.

Unconditional grants (municipal basic, municipal general and regional district
basic) totalled $142 million in 1996/97. Municipal basic and municipal general
grants were terminated in 1996/97. New small community protection grants and
municipal equalization grants are estimated to total $83 million in 1997/98.
Proposed 1997/98 funding for conditional grants (sewer, water, local government
restructure and planning) is $106 million. The provincial share of the Canada-
British Columbia Infrastructure Works Program in 1997/98 is estimated at

$36 million, and the balance of committed funds will be spent in 1998/99

(all projects under the program must be completed by March 31, 1999). Appendix
Table A5.4 contains additional details on local government programs.

Under the Municipal Aid Act, the provincial government pays grants in lieu of
property taxes on a considerable amount of exempt Crown property. These grants
are equal to the assessed value of the property, multiplied by the applicable
municipal and regional district tax rates, including the debt service levy. Many
provincial Crown entities also pay grants to municipalities on a similar or different
basis. In 1996/97, an estimated $61 million in grants-in-lieu of taxes was paid by
the provincial government, provincial Crown corporations and other provincial
bodies. This included $37 million by the British Columbia Hydro and Power
Authority and $16 million by the British Columbia Buildings Corporation on behalf
of provincial government ministries. The principal examples of exempt property
for which no grants are paid are hospital property and vacant land.

The Provincial Home Owner Grant Program reduces property tax levies for
eligible homeowners. In 1997, the grant to each eligible homeowner, to be
applied first against the local school tax levy, is $470. An additional $275 grant is
available to eligible homeowners aged 65 years or over, to eligible persons with
disabilities (as defined in the homeowner grant regulations or those receiving an
allowance under the Disability Benefits Program Act (BC)), and to eligible persons
receiving an allowance under the federal War Veterans Allowance Act or the
Merchant Navy Veteran and Civilian War-related Benefits Act. Minimum taxes
payable of $350 ($100 for those eligible for the additional grant) reduce the
amount of the grant available.

Entitlement to the grant is phased out above a specified threshold. The 1997
provincial budget raised the phase-out threshold to $525,000 of assessed property
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value, from $475,000. The grant is eliminated entirely once the assessed value
reaches $572,000 ($599,500 for those eligible for the additional grant).

Between 100,000 and 170,000 Aboriginal people reside in British Columbia. While
the 1991 Census reported 170,000 people having some aboriginal ancestry —
including North American Indian, Metis and Inuit — the Indian Register
maintained by the federal government lists about 100,000 Status Indians. Of the
620 different First Nations in Canada, 198 (about 32 per cent) are located in
British Columbia. However, British Columbia’s reserves are generally smaller than
reserves in the rest of Canada; there are over 1,600 in the province, which
comprise 70 per cent of the total number of reserves in all of Canada.

The provincial government maintains a government-to-government relationship
with First Nations in British Columbia. An integral part of the relationship is the
provincial government’s pledge to undertake treaty negotiations to achieve fair
and equitable settlements of First Nations’ land claims, and to define the scope of
First Nations’ self-government.

In September 1992, British Columbia, Canada and the First Nations Summit signed
an agreement to create the British Columbia Treaty Commission, an independent
body, whose role is to facilitate the modern treaties of the province. In

December 1993, the Commission began receiving statements of intent from First
Nations to negotiate treaties. As of May 1997, 50 statements of intent had been
received and 39 sets of negotiations were underway.

In June 1993, the governments of Canada and British Columbia agreed on a
method for sharing the costs of treaty settlements in this province. Under the
agreement, the federal government bears primary responsibility for the cash
portion of settlements. British Columbia bears primary responsibility for providing
Crown land and resources.

In March 1996, the provincial and federal governments reached an agreement-in-
principle on a treaty with the Nisga'a in northwestern British Columbia.
Negotiations to reach a final treaty are now in progress. The treaty will be subject
to ratification by the Nisga'a, federal and provincial governments.

Issues being negotiated at the treaty tables are lands and resources and a greater
measure of self-government for First Nations. The provincial government is also
working with aboriginal communities to transfer certain social programs to the
control of First Nations agencies. For example, several First Nations have assumed
delegated responsibility for aboriginal child and family protection services.

The federal Indian Act grants Indian bands property tax power over both
aboriginal and non-aboriginal occupiers of reserve lands. Local governments and
the province continue to have the power to tax non-aboriginal occupiers of
reserves.

In 1990, the provincial government introduced the Indian Self-Government
Enabling Act, which is designed to remove or reduce provincial and other local
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taxes from properties which would be subject to an Indian band tax. As a result of
this legislation, the potential for double taxation of reserve leaseholders is
prevented in the case of those bands which pass taxation by-laws. Under the
legislation, bands must choose one of three taxation options which have been
established to prevent possible overlap with provincial and municipal taxation.

The province has also made provisions, subject to the agreement of First Nations,
for the continued availability of the home owner grant for residents of reserve
lands who pay property taxes.

Based on the Nisga'a agreement-in-principle, the Nisga'a government would tax
Nisga’a citizens on Nisga'a land, a tax delegation agreement would be negotiated
to enable the Nisga'a to collect property taxes from non-Nisga’a occupiers of
Nisga'a land, and the tax exemption now available for Nisga'a citizens under the
Indian Act would be phased out. British Columbia, Canada and the Nisga'a would
coordinate their respective tax systems on Nisga'a lands.
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6: Major Provincial Programs

Introduction

Social Programs

The strength of a society depends on many of the economic and financial
conditions discussed in the previous chapters. It also depends on the availability
and quality of public goods and social services. Under Canada’s constitution, the
province is responsible for education, health, social services, municipal
institutions, property and civil rights, and the administration of justice. The
province also owns and has jurisdiction over natural resources. While the
constitution defines the bounds of provincial activities, the design of institutions
and programs to respond to social needs within these areas of jurisdiction has
been influenced by the economy, geography, and natural and human history of
the province.

This chapter describes the provinces’s major programs, and is organized into five
sections:

* social programs;

* protection of people, property and the environment;
» commercial and financial regulation;

* business and trade development; and

* natural resource development.

Appendix 6 summarizes major provincial programs, and Appendix 9 provides a
phone list of government agent offices across the province. More detailed
information about specific programs may be obtained directly from the ministries
or agencies responsible for the programs. Appendix 10 provides a phone list of
ministry contacts. Information about many provincial programs and initiatives is
also available on the Internet (see Appendix 11). The address for the

British Columbia government Internet home page is http://www.gov.bc.ca/
bchome.html.

The provincial government provides social programs in the areas of health, social
assistance, education and training, labour services, housing, and culture. Social
programs respond to the needs of British Columbians as patients, students,
families, and workers. Social programs ensure that those in need have access to
the necessities of life, and enhance the quality of society.
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As shown in the chart below, spending on health care accounted for about one-
third of total provincial expenditures. Total spending on the province’s health
programs during 1996/97 was over $7 billion.

Chart 6.1 Expense by Function, 1996/97

Education ($5,758)

Social Services ($3,021)

Per Cent of Total
($ millions)

Transportation ($864)

Natural Resources and
Economic Development
($1,066)

Protection of Persons
and Property ($1,094)

Other ($770)

Health ($7,080) Debt Servicing ($951)

Total: $20,604 million Source:  Ministry of Finance and
Corporate Relations

In November 1996, the Ministry of Health announced its “Better Teamwork, Better
Care” approach to regionalization. This initiative is the result of a province-wide
assessment of the New Directions plan, which was temporarily suspended in June
1996. The essential elements are the same — local management of health services
to provide better health care for British Columbians, with increased effectiveness,
efficiency, and accountability. The “Better Teamwork, Better Care” approach also
emphasizes reduced bureaucracy, and increased attention to differences in the
delivery of health care services in urban and rural settings.

In 1997/98, responsibility for the delivery of health services will be transferred to
11 Regional Health Boards, 7 Community Health Services Societies and

34 Community Health Councils. Services to be provided by these bodies include
acute care, continuing care, mental health services, and public health programs
totalling $3.9 billion.

The Medical Services Plan (MSP) offers comprehensive medical care coverage. The
plan also covers supplementary services provided by chiropractors, optometrists,
physiotherapists, massage practitioners, podiatrists, naturopaths, and specific oral
surgery procedures performed in hospitals. Over 97 percent of British Columbians
are covered by MSP, while the federal government provides health care insurance
under special statutes to other residents such as armed forces personnel. The plan
is administered by the Medical Services Commission, which consists of nine
members equally representing practitioners, the general public and government.
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MSP expenditures during 1996/97 amounted to $1.7 billion. Subscriber premiums
funded approximately one-half of this expenditure, with the rest being funded
from general revenue. Premium assistance was also provided to lower-income
persons.

During 1996/97, MSP expenditures were distributed as follows:

+ $1.59 billion was paid to physicians and surgeons including $1.42 billion in fees
for service, $109 million for alternative payments, and $61 million to the
physicians’ education, disability, liability, and pension funds.

+ $125 million was paid to supplementary benefit practitioners; and

+ $36 million was spent on program management.

Pharmacare subsidizes the costs of a variety of prescription drugs and related
items, such as insulin and specific medical items for diabetics, some orthotics and
prosthetics, and approved home oxygen systems. Expenditures for this program
were $425 million during 1996/97.

Most British Columbians are eligible for compensation for 70 per cent of
expenditures in excess of $600. Personal costs are limited to a maximum of $2,000
per family unit per year, beyond which Pharmacare covers 100 per cent of costs.
For families receiving MSP premium assistance at the time the prescription is
dispensed, Pharmacare pays 100 per cent of the drug costs in excess of $600
incurred during the year.

Seniors (aged 65 and over) receive free drugs and supplies, but are required to
pay associated dispensing fees to an annual maximum of $200 per person.
Residents of licensed long-term care facilities and private hospitals, medically-
dependent children under the at-home program, clients of the home oxygen
program and eligible income assistance recipients receive program benefits at no
personal cost.

During 1996/97, more than $4.4 billion was spent on regional programs, or about
60 per cent of the Ministry of Health’s expenditures. Regional programs include
provincial programs and regional health programs, as well as expenditures for
debt servicing and building occupancy.

Almost $1.1 billion was spent on the following provincial programs during
1996/97:

* Provincial hospital operating contributions funded the operating and equipment
costs of seven provincial hospitals: St. Paul’s Hospital, Vancouver Hospital and
Health Sciences Centre, British Columbia Children’s Hospital, British Columbia
Cancer Agency, British Columbia Rehabilitation Society, British Columbia
Women'’s Hospital and Health Centre, and Sunny Hill. Payments were also made
to out-of-province hospitals for services provided to British Columbia residents.
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« Forensic psychiatric services provided psychiatric assessment and treatment
services to individuals with apparent mental disorders who were in conflict with
the law, generally in response to an order by the courts. Adult services are
provided at the 174 bed Forensic Psychiatric Institute in Port Coquitlam, as well
as on an outpatient basis and via travelling clinics throughout the province.
Youth psychiatric services, formerly administered by the Ministry of Health, were
transferred to the Ministry for Children and Families in 1996/97, and are
described below under social service programs.

The kidney dialysis/medical supply program provided services and supplies to

persons suffering from kidney failure, hemophilia and thalassaemia. Equipment
and services are provided to persons in their homes, as well as in hemodialysis
clinics in selected communities throughout the province.

Special programs/other funded agencies provided funding for the Arthritis
Society, the Canadian Blood Agency, the Canadian Red Cross, the Health
Employers Association of British Columbia, the British Columbia Health Care
Risk Management Society, and the British Columbia Drug and Poison
Information Centre. Funds are also provided to special programs such as the
screening mammaography program run by the British Columbia Cancer Agency;
the clinical clerkship, and interns and residents programs at the Vancouver
Hospital and Health Sciences Centre; and the reproductive care program
administered by the British Columbia Women’s Hospital and Health Centre.

Health protection and safety division operated the British Columbia Centre for
Disease Control, which coordinates health services for the control of
communicable diseases, including sexually transmitted diseases and tuberculosis,
and manages a provincial health laboratory. The program is also involved in
environmental health assessment; enforcement of tobacco reduction measures;
radiation exposure control; milk, meat, fish and food safety initiatives; public
health protection; and licensing of facilities caring for dependent persons.

» The head injury program provided support to approximately 315 individuals
with traumatic head injuries who required extraordinary residential and
rehabilitation support to remain in their community. The program also offered
support programs for families and friends of these head injury patients.

 Health services for community living coordinated the activities of nurses,
occupational therapists, and physiotherapists who assisted adults with mental
handicaps to remain safe and supported in their home communities.

Regional Health More than $3.1 billion was spent on the following regional health programs during
Programs 1996/97.

 Acute care hospital contributions funded the operating and equipment costs of
113 hospitals throughout British Columbia including acute care hospitals,
extended care hospitals, and diagnostic and treatment centres.

« Community health services provided a broad range of community health
initiatives including AIDS prevention, special care and population health
programs. Alcohol and Drug Services, and Child and Youth Services, which were
formerly administered by the Ministry of Health, were transferred to the Ministry
for Children and Families in 1996/97, and are described below with other social
service programs.
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Continuing care residential services provided residential care and support for
physically and mentally infirm persons, most of whom are elderly and can no
longer function independently due to chronic health-related disabilities. Most of
these residential services are provided in long-term care facilities, although
group homes and family care homes are also utilized.

Continuing care community support services provided home support, adult day
care and meals-on-wheels. Home support provided in-home services to persons
(mostly elderly) who have health related problems which restrict their ability to
independently perform basic daily living tasks. Adult day services organized and
supervised social and recreational activities in group settings. Meals-on-wheels
delivered meals to the homes of persons who are unable to cook and/or buy
groceries for themselves.

Continuing care transition services provided home nursing care, long-term care
assessment and case management, and community rehabilitation. Home nursing
care enabled people to remain in their homes during an acute, chronic or
terminal illness. Long-term care assessment and case management helped to
ensure that the level and type of long-term care provided matched an
individual’s specific care needs. Community rehabilitation involved consultation,
occupational therapy and physiotherapy for persons with functional disabilities.

» Adult and seniors mental health services provided assessment, treatment and
community support services for adults and seniors with serious and persistent
mental illness. Inpatient and outpatient services such as counselling, medication
management, rehabilitation, housing, and family support programs are provided
through Mental Health Centres, Community Service Agencies and Riverview
Hospital.

Child and youth mental services, which were formerly administered by the
Ministry of Health, were transferred to the Ministry for Children and Families in
1996/97, and are described below in the services for children section of this
chapter.

Public health field operations supported health units across the province which
deliver a variety of public health services. Specific services include public health
nursing, environmental health inspection, licensing of community care facilities,
speech and audiology services, dental health services, nutrition services, and
public health engineering. Grants were also paid to municipalities to cover
public health services which they provide directly. Effective April 1, 1997,

80 per cent of funding for public health nursing, speech, audiology, nutrition,
and dental services was transferred to the Ministry for Children and Families.

The British Columbia Health Research Foundation supports health research within
the province by providing grants for research projects and human resource
development. Grants are awarded for university and hospital research in three
broad areas — population health, health services and clinical care, and basic
biomedical science. Community-based research is supported through grants for
research projects on community issues and through training support to develop
research skills. In 1996/97, the foundation awarded 166 grants worth $5.5 million.
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The Emergency Health Services Commission provides ambulance service and pre-
hospital care. Currently, 876 full-time and 2,274 part-time paramedics work from
405 ambulances and 25 support vehicles based in 190 community facilities. During
1996/97, there were 386,762 ground ambulance trips and 6,530 air ambulance
trips. Emergency health services expenditures totalled $122.9 million in 1996/97.

The Vital Statistics Special Operating Agency administers the Vital Statistics Act,
Name Act, and Part Il of the Wills Act including the registration of vital events, and
the registration of name changes.

During the 1996 calendar year, the Agency registered 45,883 births, 27,361 deaths,
22,833 marriages and 47,784 will notices, issued 202,280 certificates and performed
12,720 will searches. The Agency also maintains the Health Registry, a health
status registry of genetic birth defects and disabling conditions, performs research
using vital statistics records and provides assistance to genealogical researchers.
These services are available at offices in Victoria, Vancouver, Kelowna and Prince
George, as well as through a regional network of district registrars and marriage
commissioners and issuers of marriage licences.

The Ministry of Human Resources also provides a range of essential health
services to eligible recipients of income assistance. These include medical
equipment and supplies, medical transportation and optical and dental services. In
1996/97, the ministry spent approximately $54.3 million on these programs.

The Ministry of Human Resources is responsible for providing income support to
those in need, and providing community-based support services such as hostels
and emergency shelters. Total expenditure during 1996/97 was $1.8 billion.

In September 1996, the government announced the creation of the Ministry for
Children and Families which brought together services from five ministries to
streamline the delivery of child and family services, and strengthen the province’s
child protection system. The Ministry for Children and Families provides services
to children, families, persons with developmental or multiple disabilities, and
youth and adults who misuse alcohol or other drugs. Total expenditure on
services to children and families was $1.2 billion in 1996/97.

Income assistance is provided to eligible British Columbia residents 25 years of
age and over who cannot provide the necessities of life for themselves and their
dependents. Eligible youth between the ages of 19 and 24 are provided with a
youth allowance while participating in job search or education and training
programs. Disability benefits are also provided for eligible disabled persons. Total
expenditures in 1996/97 were $1.6 billion.

In March 1997, assistance in either form was provided to 321,315 individuals,
including 130,073 dependents. Table 6.1 provides a breakdown, by family type,
of the total income assistance caseload.
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Table 6.1 Income Support Caseload at March 31

Change

Category 1995 1996 1997 1996-1997

(per cent)

SiNGIE MEN.....ooooioeeeeeeeeeeee e 92,436 86,746 78,142 —-9.9%
SiNgle WOMEN......ooooooooeoceeseeeeseess e 43,999 41,637 38,964 —6.4%
Child with Relative ... 4,064 4,176 4,150 —-0.6%
COUPIES ..oooieeees 9,040 8,823 8,136 —7.8%
Two-Parent Families........ooconnn. 15,922 16,253 13,090 —19.5%
One-Parent Famili€sS ... 56,324 57,047 48,760 —14.5%
Total INCOME SUPPOTt......ooooeococeeeeeeeeeeees 221,785 214,682 191,242 —10.9%

Source: Ministry of Human Resources

Prevention,
Compliance and
Enforcement Division

BC Benefits Program

Emergency
Social Services

Community
Services Fund

Income support programs are intended to be used only by those legitimately in
need. The objective of the Prevention, Compliance and Enforcement Division is to
reduce fraud and abuse of the ministry’s income support programs, by means of
prevention initiatives balanced by a strong enforcement program. In 1996/97,
14,590 investigation files were opened, 365 charges were laid, and 188 convictions
obtained.

During 1996/97, the BC Benefits program significantly changed the way income
assistance is provided to clients. Introduced in January 1996, BC Benefits includes
four major initiatives:

« the Family Bonus program, which started in July 1996, provides a monthly
subsidy for low and modest income families with children;

« the Healthy Kids program, effective April 1996, provides dental and vision care
benefits for children in low income families;

« the Youth Works program, which ends welfare for young people, began in
January 1996. Instead of welfare, young people who need help will get the
support they need as they participate in job search and work preparation
programs; and

« the Welfare to Work program, for employable adults 25 and over which provides
access to job search, work preparation, and work experience or training
programs, subject to availability.

The Youth Works and Welfare to Work programs are also discussed in the skills
development section of this chapter.

Through the Emergency Social Services program, the Ministry of Human Resources
coordinates the work of 5,500 volunteers in 120 communities who deliver essential
services to individuals and families forced from their homes during the first

72 hours of emergencies such as urban fires, floods, landslides, blizzards, and gas
leaks. Expenditures in 1996/97 were $700,000.

This program provides community-based funding for additional pre-employment
training programs for income assistance clients who face multiple barriers to
moving towards independence and employment. The budget for 1996/97 was
$4 million.
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As of March 1997, the Ministry of Human Resources funded 34 hostels,

7 emergency shelters, and 2 safehouses for youth aged 16 to 19 in a total of
26 communities. There were 540 hostel beds, 98 shelter beds and 12 beds for
youth. Total expenditures in 1996/97 were $14.2 million.

Government has undertaken several initiatives to improve provincial services for
children including the creation of:

+ the Ministry for Children and Families (services are described below);

« the Children’s Commission, which oversees the child-serving systems of
government. The Commission has legislative authority to review and resolve
complaints concerning the rights of children in the care of or in the receipt of
services from the Ministry for Children and Families; monitor the plans of
children in care; review and investigate child fatalities and critical injuries; and
report on the government’s progress in implementing changes; and

the Office of the Child, Youth and Family Advocate, which ensures that the
rights and interests of children and youths are protected and advanced. In
addition, the Advocate is responsible for informing government and communities
about the quality and availability of child and youth serving programs. More
information about the Advocate is provided in chapter 5.

Changes to service delivery methods reflect recommendations from two key
reports on child and family services — the Report of the Gove Inquiry into Child
Protection, and the Morton Report: British Columbia’s Child, Youth and Family
Serving System, Recommendations for Change.

In September 1996 a new Ministry for Children and Families was created. The new
ministry brought together services from five ministries to streamline child and
family services and to strengthen the province’s child protection system. The
ministry is also responsible for implementing recommendations of the Gove
Inquiry and the Morton Report.

The ministry’s focus is to provide child-centred, integrated services that promote
and protect the healthy development of children and youth while recognizing their
attachment to family and community. The ministry has structured service delivery
on a local level to ensure that programs and services are responsive to the needs
of children, youth and family in their communities. Quality assurance,
accountability and openness are fundamental elements for the successful delivery
of services.

Four goals form the basis for all ministry planning and service delivery initiatives:

» promote the healthy development and functioning of children, youth, and
families;

« protect children and youth from abuse, neglect and harm;

* support adults with developmental and multiple disabilities to live successfully
and participate in the community; and

« ensure public safety.
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Services are provided by 4,500 direct ministry staff working collaboratively in
multidisciplinary teams in 300 offices throughout the province, and by about
20,000 people who provide services on the ministry’s behalf. Total expenditures
for child and family services was $1.2 billion in 1996/97.

The Ministry for Children and Families provides child protection services, services
for children with special needs, school-based social equity programs, public and
community health services, and mental health services.

+ Child protection services are provided by community social workers who work
with families, foster parents, contracted agencies, other ministry staff, and
community partners to protect the province’s children. These services include
investigation of reports of child abuse or neglect, placement of children in foster
care or group homes, and providing services for children in the ministry’s care.

Services for children with special needs are provided to families, and include
home support and respite services, as well as summer programs which assist
students with special needs to maintain skills learned during the school year. In
1996/97, 9,889 families received these services.

School-based equity programs ensure that students from low income families
who are at risk receive the support they need to succeed academically, and to
develop the social skills and confidence needed to function in society. These
programs include the School Meals Program and Inner City School Program
(which are described elsewhere in this chapter under education and skill
development programs), the Community Schools Program, and Early Academic
Intervention programs. Expenditures on these programs totalled $23.8 million in
1996/97.

Public and community health services provide rehabilitation and support
services to children with developmental and medical needs, audiological
assessments and hearing services for infants and school children, speech and
language services, dental education and prevention services, and the promotion
of good nutrition through training, support and consultation services.

Mental health services provide assessment and treatment for children and youth
who suffer from mental illness or behaviour disorders, or who are survivors of
abuse and trauma. In addition, specialized services provide crisis response and
suicide prevention counselling, and sexual abuse intervention. Over 12,000
children and youth receive services each year from the province’s 40 mental
health centres and the Greater Vancouver Mental Health Services Society. In
1996/97, $55 million was spent on child and youth mental health services.

The Ministry for Children and Families delivers services directly to families, and
provides subsidies to enable families to secure the support they need.

« Direct family support services enable parents to acquire the skills or support
necessary to address factors which affect their ability to parent. Direct services
include services for parents who have children with exceptional physical, social
or behavioural needs which may affect the stability of the family, and, where
appropriate, teaching parents homemaking skills and basic child care. In
1996/97, the government spent $67.6 million on family support services.
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Child care programs assist communities to improve the quality, affordability, and
accessibility of child care services. Approximately two-thirds of the children
under 13 years of age in British Columbia require non-parental care, only

11 per cent of which have access to a licensed child care facility. In 1996/97,
$173 million was spent on child care programs.

» The new Adoption Act came into force in November 1996. The act provides for
greater openness in adoptions and access to information, and identifies the
factors to be considered when determining the best interests of the child.
Adoption services are delivered by the Ministry for Children and Families,
licensed agencies, five community organizations, and by volunteer groups. In
1996/97, the provincial government spent $3.4 million on adoption programs.

Alcohol and drug services provide both clinical treatment and prevention
services to adults and youth through day treatment and residential treatment
facilities, and through specific school-based prevention programs. In 1996/97,
school-based prevention programs were presented to 50,000 secondary school
students.

In addition to services available to children and youth, such as mental health
services, and services available to youth and adults, such as alcohol and drug
services, the Ministry for Children and Families provides specific services to youth.
The ministry supports youth in a variety of social circumstances including youth
who are still connected to their families, youth who are at risk, and youth who
have lost connection with their families and communities.

« Direct services for youth include parent-teen mediation services to resolve family
conflicts; the Reconnect Program, which provides intervention and support
services for street youth; short term, emergency accommodation for youth who
are at risk; and the Vancouver Action Plan to assist youth involved in the sex
trade to leave the streets.

* Youth forensic psychiatric services provide court-ordered and court-related
assessment and treatment for young offenders. The ministry also provides
intensive residential care and treatment for psychiatrically ill youth through the
Maples Adolescent Treatment Program. In 1996/97, $18 million was spent on
forensic psychiatric services for 3,155 youth.

* Youth corrections programs provides administrative services for youth custody
centres, probation officers, and prevention programs including community-based
outreach, counselling and therapy services.

The Ministry for Children and Families contracts with societies, agencies and
individuals to provide programs that offer training and support for adults with
mental handicaps or multiple disabilities, and help them to live as independently
as possible in the community. In 1996/97, 8,083 adults received these services.
The ministry also works with societies and agencies, both private and non-profit,
to develop community residences for adults. In 1996/97, approximately 4,435
adults received community-based residential support and care.

The Office for Disability Issues (ODI) is responsible for coordinating policy and
program initiatives across government that affect persons with disabilities.
Coordination efforts are focused on three key areas: education, training and
employment; community living support; and transportation.
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The ODI was established in June, 1995 as part of an 18-month pilot project — the
Strategy to Coordinate Disability Issues. The pilot phase came to a close at the end
of December 1996. An operational mid-term review and a final evaluation were
conducted. The final report, On Track, outlined a range of options and
recommendations for the future of the Strategy. A modified model, based on
involvement of the community of persons with disabilities, is expected to be
completed by the fall of 1997.

The provincial government provides a variety of programs for senior citizens that
support and enhance their independence, well-being and health. Several ministries
operate these service programs.

» The seniors supplement provides a guaranteed minimum income for seniors in
receipt of the federal government’s old age security, guaranteed income
supplement and spousal allowance payments. As of March 31, 1997 recipients
totalled 36,514. Expenditure for the program, operated by the Ministry of
Finance and Corporate Relations, was $18.2 million in 1996/97.

» The bus pass program subsidizes bus passes to aid and encourage the mobility
of eligible low-income senior citizens and disabled recipients. The program is
operated by the Ministry of Finance and Corporate Relations. Net program
expenditure was $11.3 million in 1996/97.

» The senior citizen counsellor program enables volunteer senior citizens to
provide other seniors information on community services and programs, as well
as emotional support and counselling. In 1996/97, the program was administered
by the Ministry of Human Resources through an agreement with the Ministry for
Children and Families at a cost of $0.4 million.

Shelter Aid for Elderly Renters (SAFER) provides cash assistance to citizens aged
60 and over who pay more than 30 per cent of their gross income in rent.
Approximately 12, 630 seniors qualify monthly. Expenditure for the program,
operated by the British Columbia Housing and Management Commission, an
agency of the Ministry of Municipal Affairs and Housing, was $21 million in
1996/97.

A number of federal and federal/provincial programs provide subsidies to housing
developments for families with children, seniors (see previous section), and
persons with disabilities. In addition, HOMES BC is a provincial-led program
which assists non-profit societies and co-operatives to develop and manage
affordable family housing and housing for individuals who are homeless or at risk
of homelessness The program supports local innovation and creativity and offers
non-profit groups the flexibility to develop their own solutions to community
housing needs.

There are four components to the HOMES BC program:

» new options for home ownership stimulates new methods of producing and
managing affordable home ownership units;

» community housing initiatives assists non-profit community groups to increase
access to affordable housing through education, research and advocacy;

» homeless/at risk housing assists non-profit groups to meet the housing needs of
vulnerable individuals who can live independently with limited support services;
and
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» non-profit housing assists non-profit and cooperative groups to develop mixed
income social housing.

For more information on HOMES BC see Appendix Table A6.1.

The British Columbia Housing Management Commission manages provincially-
owned subsidized rental units, provides subsidies and administrative oversight for
private non-profit and co-operative housing units, and builds and manages special
purpose group homes (also see chapter 7). The government also acquires, services
and develops land for social housing and group homes through its holding
company, the Provincial Rental Housing Corporation.

The Ministry of Women'’s Equality works closely with other ministries to ensure
that issues relating to women'’s equality are reflected in policy, legislation, services,
and programs across government. Key priorities for the ministry are to achieve
economic security for women, prevent violence against women, and ensure that
women'’s health issues are addressed equitably.

The ministry’s Stopping the Violence program is aimed at preventing violence
against women, and supporting services for women who have experienced
violence. In 1997/98, the ministry will fund 84 transition houses, safe homes and
second-stage houses which provide temporary shelter for women and their
children. The ministry also funds counselling programs in over 100 communities
for women who have experienced violence.

The Ministry of Women'’s Equality also delivers programs in partnership with other
government ministries. These programs include the Aboriginal Family Violence
program, sexual assault/women’s assault centres, intervention programs for men
who assault, and Children Who Witness Abuse programs. Additionally, the ministry
administers a community-based violence prevention grant program called A Safer
Future for BC Women.

The ministry funds 38 women'’s centres, and takes an active role in strengthening
communities by working with organizations throughout the province to plan and
provide services to women, by providing education bursaries, and through public
education activities.

The ministry’s 1997/98 budget of approximately $38 million includes funds for all
Stopping the Violence Initiatives, transition houses, counselling programs,
women’s centres, bursaries, prevention projects, and public education.

The provincial government spent $5.8 billion on primary, secondary and post-
secondary education, employment training, vocational rehabilitation and
adjustment programs during 1996/97.

The public school system is a free, universal, secular system which encompasses
all grades from kindergarten to grade 12. Public school education is offered
through attendance at public schools or by home schooling, distance education,
and education provided in correctional or other institutions. Attendance is
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compulsory for children between 5 and 16 years of age. The length of the 1996/97
school year, as measured by the number of days in session, was 194 days. During
the 1996/97 school year, approximately 607,000 pupils were taught in 1,201
elementary schools and 532 secondary and combination schools.

The public education system in British Columbia is currently made up of 59 school
districts, each with an elected board of trustees which governs under the School
Act, and one Francophone Education Authority.

Block funding is the method used to calculate the government’s annual financial
allocation for public school education. The government establishes an average per
pupil amount each year, which is multiplied by total actual enrolment to establish
the block of funds for public education. The average per pupil amount may be
adjusted each year to reflect economic changes, and can also be adjusted to reflect
significant changes in program requirements. The average per pupil amount for
1996/97 was $5,779.

The allocation to each school district varies depending on the relative cost of
program delivery. The allocation ensures equitable public education programs in
all 59 school districts. School boards wishing to spend more than their approved
budgets must seek taxpayer approval through local referendums to assess
additional residential school property taxes.

During 1996/97, expenditure for public school education exceeded $3.9 billion,
and included contributions to school district operating budgets of $3.5 billion
through block funding, and contributions of $395 million for the provincial share
of interest and sinking fund charges for capital construction projects and
equipment purchases.

Some accountability mechanisms for the public school system include
performance measurement through provincial examinations, national and
international assessments, and school accreditation, and reporting such as school
district annual reports. Minimum spending targets have been set for special and
aboriginal education, and maximum amounts have been specified for school
district spending on administration. Clear goals are currently being established for
other programs. Schools and districts will be held accountable for progress toward
accomplishing these goals, rather than only management of expenditures. School
boards are held accountable for their expenditures of public funds through annual
financial and enrolment audits, and through the annual budget process.

Independent schools must meet the requirements of the Independent School Act in
order to receive provincial funding. During the 1996/97 school year there were
350 registered independent schools, with a total enrolment of approximately
56,000 pupils. The provincial government provided grants totalling $126.6 million
to support the operating costs of 290 funded independent schools with about
48,000 students.

Section 23 of the Canadian Charter of Rights and Freedoms guarantees an
education in the French language to the French speaking minority living in
British Columbia. In an effort to meet British Columbia’s constitutional obligations
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under the Charter, the Province has created a Francophone Education Authority
(FEA). The FEA manages and delivers Francophone education to eligible students
residing in 18 school districts in the Lower Mainland and southern Vancouver
Island areas, whose parents choose to exercise their rights under section 23.

The FEA was established in 1995 by regulation of the Lieutenant Governor in
Council, and the first election of directors and delegate members has been held. At
the direction of the British Columbia Supreme Court, in June 1997 the province
introduced amendments to establish this Francophone governance scheme in the
School Act. The province and the federal government have a three-year, 50/50
cost-sharing agreement in support of start-up costs associated with the
management and control of Francophone education in the FEA's territorial
jurisdiction.

The School Meal Program is based on the premise that hungry children are unable
to learn and cannot concentrate on their school work. A recent evaluation of the
program found that there is a high overall level of satisfaction with the program
among students and teachers. Teachers recorded improvements in student health,
classroom behaviour, knowledge of nutrition, happiness, well-being, and readiness
for learning as a result of the program. Approximately 39,000 students in

292 schools participated in the program. The government spent $14.8 million on
this program in 1996/97. For 1997/98 this funding has been transferred to the
Ministry of Children and Families.

The Inner City Schools Program provides support to children of low-income
families living in potentially dangerous, urban environments. The programs are
tailored to specific communities, and are designed to help children and youth to
develop the social skills and confidence needed to function successfully in society.

The 1996/97 budget for the program was $5.5 million. Through the program
youth/cultural workers, counsellors and teaching assistants improve the support
available to students. Approximately 50,000 children have received support, and
103 schools have participated in the program. For 1997/98 this funding has been
transferred to the Ministry of Children and Families.

New Directions in Distance Learning is intended to offer interactive courses to
grade 11 and 12 students in rural schools. In 1996/97, the program registered
350 students in 26 courses at over 34 sites.

In 1996/97, the Ministry of Education, Skills and Training allocated $392 million to
provide support services to over 66,000 students with a range of special needs in
the public school system. A further $23 million supported students in provincial
programs in correctional and treatment facilities, and in other specialized settings.
Provincial service for technology-dependent students, and the provision of
alternate format materials for blind students, accounted for another $3 million.

A goal of international education is to effectively deliver educational services
which enhance academic, cultural and economic links with the world community,
particularly the Asia Pacific region. Financial assistance is provided by the ministry
to offices in Taiwan, Japan and Hong Kong to promote British Columbia as a
destination for international students. In the 1996/97 school year, there were 3,882
international students attending schools throughout the province.
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International education activities also include a British Columbia—Germany Student
Exchange Program, and a Teacher Exchange Program with the United Kingdom,
France, New Zealand, Australia, Switzerland, Germany, and some western states of
the United States. The ministry also administers the Young Visiting Teachers in
British Columbia Program on behalf of the Japanese government. This program
brings 20 Japanese teachers to British Columbia for six weeks to study the
education system and to teach about Japan and the Japanese language. The costs
are paid by the Japanese government.

There are over 6,000 international students enrolled in public post-secondary
programs in British Columbia. The Ministry of Education, Skills and Training
provides an annual grant to support the activities of the British Columbia Centre
for International Education (BCCIE). BCCIE coordinates the marketing of
international education in publicly-funded institutions, pursues contracts for
international projects, and sponsors professional development activities in support
of the province’s post-secondary institutions. The centre also facilitates the
internationalization of campus, community and curriculum at British Columbia
public post-secondary institutions. The ministry, through BCCIE, administers the
Asia Students and Scholars Awards Program, the British Columbia Asia Pacific
Grant Program, and the Mexico Grant Program.

British Columbia has five publicly-funded universities which offer a broad
selection of undergraduate, graduate and professional programs: the University of
British Columbia (UBC) in Vancouver, Simon Fraser University (SFU) in Burnaby,
the University of Victoria (UVic) in Victoria, the University of Northern

British Columbia (UNBC) in Prince George, and Royal Roads University (RRU) in
Victoria. The first four of these universities had enrolment of approximately 48,000
full-time and 23,000 part-time students during the 1996/97 school year. RRU began
operating in July 1996 as an independent degree-granting institution offering
undergraduate and graduate level programs after opening on a limited basis in
September 1995. Plans are also underway for a new technical university to serve
the Fraser Valley.

In 1996/97, the provincial government contributed $528 million to the university
system to fund operating expenses, enrolment growth and special initiatives.
About 76 per cent of university operating expenses are funded by the provincial
government, 22 per cent through tuition fees and 2 per cent through other
revenue sources.

The province’s universities are also centres of basic and applied research. Most
university research is supported by grants and contracts from government
agencies, private foundations and industrial corporations. UBC, SFU, UVic and
UNBC attracted an estimated $182 million in external funding for research in
1995/96.

The university matching program, initiated in 1988/89, is intended to run until
1999/2000. Through this program private-sector donations to British Columbia’s
universities have been matched by the provincial government, and have been
used to fund scholarships, bursaries, endowed chairs, research equipment and
capital projects. During the first nine years of the program, $108 million in
provincial funds have been allocated, with UBC receiving approximately
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50 per cent, SFU 25 per cent and UVic 21 per cent. UNBC, which entered the
program in 1992/93, received the remaining 4 per cent. In 1996/97, the province
contributed $2.5 million to the program. In addition to the above, $24 million in
debenture capital was provided to UBC under the matching program.

An extensive college and institute system provides academic, technical, vocational,
career and adult basic education programs. The programs are administered
through 16 community colleges, five institutes and the Open Learning Agency.
During 1996/97, about 36,000 full-time and 56,000 part-time academic, career and
technical students, and approximately 17,400 full-time vocational students attended
British Columbia colleges and institutes. Five of the colleges — Kwantlen, Fraser
Valley, Malaspina, Cariboo and Okanagan — are designated university colleges
which offer selected courses of study leading to bachelor degrees.

In 1996/97, the provincial government contributed $673 million to the

British Columbia colleges and institutes system to fund operating expenses,
enrolment growth, special initiatives and capital debt servicing. Approximately
86 per cent of total operating revenues are provided by provincial grants. The
remaining requirements are met through tuition fees and other revenues.

The government allocates annual grants to all colleges and two institutes to
provide support services for adult students with disabilities. In addition, provincial
expenditures of $7.9 million funded 1,036 spaces in Adult Special Education
programs at the colleges.

In 1996/97, there were 49,000 course registrations at the Justice Institute of

British Columbia at its New Westminister, Maple Ridge, and Boundary Bay sites,
and from across the province through distance education. The institute provides
specialized training for people who work in the justice system (e.g. police officers
and corrections workers) and in public safety-related occupations (e.g. fire fighters
and paramedics).

The Open Learning Agency (OLA) helps to develop and maintain distance
education delivery methods and course materials. OLA offers degree programs in
general studies, arts and science, business administration, technology, and fine
arts. In addition, several university degrees, trades and technology programs, and
professional development program certificates are offered through partnership
with post-secondary institutions provincially and internationally.

Courses may be delivered on-line, by mail, through teleconferencing and video-
conferencing, and via the Knowledge Network, OLA’s television service. The
Knowledge Network provides formal instruction along with general educational
programming to learners throughout the province. In 1996, the Knowledge
Network was available to 95 per cent of British Columbia households, and an
average of 440,000 viewers per week tuned in to its programming.

In 1996/97, the OLA received $22.4 million in provincial operating grants for
distance education activities, and 13,202 students were enrolled in Open University
and Open College courses through the OLA. A total of 316 credentials were
granted — 129 students received undergraduate university degrees, and

187 students received college certificates or diplomas.
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The OLA’s Workplace Training Systems continued to work with businesses, and
government agencies to develop and deliver training and retraining programs to
employees and the unemployed.

The OLA also offers an International Credential Evaluation Service (ICES) and
participates in the Western Universities Telecourse Consortium (WUTC). ICES was
introduced in January 1996 to provide evaluations of secondary and post-
secondary credentials for immigrants and Canadians educated abroad. WUTC
members provide video materials for telecourses to educational broadcasters and
other universities.

Students attending post-secondary institutions are eligible for a variety of financial
assistance programs depending on the student’s merit and need. During 1996/97,
$113 million in loans was allocated under the British Columbia student loans
program, and an additional $45 million was disbursed under scholarship and grant
programs. Student loan remissions of $13 million were also provided.

The Ministry of Education, Skills and Training administers student financial
assistance in the form of grants and repayable loans, available from the federal
and provincial governments. In 1996/97, the weekly maximums which could be
borrowed were $260 for students without dependent children, and $385 for
students with dependent children (up from $235 and $360 per week in 1995/96).
Under the loan remission program, students are eligible for remission of the
portion of their loan over a certain threshold upon timely completion of a
credential, and the fulfilment of other criteria. The loan remission thresholds, in
1996/97, increased to $18,500 from $17,000 for a first credential (degree, diploma,
or certificate), and to $23,500 from $22,000 for a second credential.

Under a risk sharing agreement between the provincial government and lending
institutions which began in August 1995, financial institutions assume full
responsibility for student loan collection and losses due to defaults. In return, the
government pays banks a five percent premium on the value of all student loans
at the start of repayment, but expects to save several million dollars over the next
decade by not having to pay for loan defaults. The government continues to
determine eligibility for student loans.

The Institution-Based Training initiative is intended to improve access to post-
secondary training for Youth Works and Welfare to Work participants on a
province-wide basis. In 1996/97, 20 post secondary institutions participated in the
initiative. The major program activities include providing adequate support
services to increase student retention and success, ensuring the maximum number
of students are served through institutional base funding, and expanding program
activity in areas where programs are fully utilized and student demand is high.
Institutions are providing support and training to an average of 150 new
participants above pre-established baseline levels. During 1996/97, Expanded
Capacity funding provided 850 full-time equivalent spaces in post-secondary
institutions for the Youth Works and Welfare to Work student group.
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The Skills Development Division, in partnership with individuals, employers,
unions, community organizations, and other private and public partners, develops
and implements labour force training and adjustment strategies to enable clients to
obtain or maintain employment in a continuously changing labour market. The
Division provides support and services to youth aged 19 to 24, and to students in
transition to the workplace; persons aged 25 and over on income support; persons
with disabilities; workers who require skills upgrading or face job loss; and
employers who are fostering a training culture.

The programs offered by the Ministry of Education, Skills and Training under
Youth Works/Welfare to Work are designed to provide those receiving income
assistance with the training and skills needed for employment in

British Columbia’s changing economy, and to help them form long-term
attachments to the labour force.

» Workplace-Based Training is designed to assist participants to make the
transition from social assistance to the workplace through relevant work-related
training. Projects provide participants with opportunities to develop skills needed
for long-term employability, while giving employers an incentive to train and
hire people on income assistance. In 1996/97, the program assisted 2,840
individuals.

* Youth Works and Welfare to Work are two elements of BC Benefits, which has
significantly changed the way income assistance is provided. (BC Benefits is
discussed in the Social Services section of this chapter.)

Youth Works replaces welfare for employable young people between the ages
of 19 and 24. Youth will receive a living allowance as long as they continue to
actively participate in each of three phases of the program — independent job
search, assisted job search, and employability programs.

Welfare to Work is a new approach for helping adults, aged 25 to 59, who are
unemployed. Welfare to Work parallels Youth Works with one major difference;
while Youth Works guarantees access to work preparation, education and
training programs, Welfare to Work programs are subject to availability.

The Ministry of Education Skills and Training (MEST), and the Ministry of
Employment and Investment (MEI) deliver programs to identify and respond to
skills shortages in the labour force, and to assist businesses, employees and
communities with re-training and adjustment.

« Small Business Training Partnerships (MEST) assisted small businesses to form
partnerships for pooling resources to develop human resource strategies, identify
common training needs, and undertake skills development activities for their
employees. The program provided funding to groups of small businesses to
share the costs of developing and delivering training or skills upgrading for their
employees. In 1996/97, 30 Small Business Training Partnerships were formed
benefiting approximately 5,000 workers. This program is not available in
1997/98.

The Sectoral Training Partnerships Program (MEST) provided funding to
industry sector associations to share the costs of identifying training needs, and
delivering training and skills upgrading to the employees of member businesses.
The program also placed an emphasis on developing long-term training
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strategies and building a training infrastructure to support and sustain future
human resource development requirements. In 1996/97, the program established
21 Sector Training Partnerships benefiting approximately 10,000 workers. This
program is not available in 1997/98.

The Industrial Adjustment Service (MEST) is a federal-provincial initiative which
acts as a catalyst to assist business, labour and communities to develop
adjustment plans to help workers and their employers adjust to economic and/or
technological change. In 1996/97, the program assisted 150 employers/industries
and 12,400 workers.

» The Program for Older Worker Adjustment (MEST) is a federal-provincial
program which provides income support to older workers who have
permanently lost their jobs through closures and downsizing. In 1996/97, 298
workers were assisted. The program is cost-shared with the federal government
on a 70/30 basis (federal/provincial). The federal government is withdrawing
support for this program in 1997/98.

« Student Summer Works (MEST) is a $6.2 million student summer jobs program.
The program assists employers to create employment and training positions for
students from May 1 to September 1. In 1996/97, the program created almost
2,900 jobs, exceeding its target of 2,500. In 1997/98, the program is expected to
create 3,300 positions.

 Natural Resources Community Fund (MEI) provides emergency assistance to
communities that are facing immediate or anticipated difficulties from permanent
closure or downsizing of resource industries. The fund provides for training, re-
training, or skills development for displaced workers; job creation and
maintenance initiatives; worker relocation assistance; and funding support for
local government operating expenses in cases of major economic disruptions.

» The Job Protection Commission (MEI) strives to minimize job losses resulting
from business closures, particularly in single-industry communities. Since its
inception in March 1991, the commission’s activities have resulted in the
completion of 378 projects. These include special projects and economic and
mediation plans which involved about 38,000 jobs.

Vocational Rehabilitation Services (VRS) is a comprehensive province-wide
program for persons with disabilities. Through its direct service network and its
community-based partners, VRS provides assessment, counselling, training,
financial assistance, technical aids, restorative goods, and job placement assistance
and follow-up. VRS assisted over 6,070 clients in 1996/97.

The Ministry of Environment, Lands and Parks administers the Environment Youth
Team. This program subsidizes the employment of youth, aged 16 to 24, by
organizations and businesses to work on environmental and outdoor recreational
projects. In 1996, the program created more than 1,400 positions across the
province.

The Science and Technology Branch of the Information Science and Technology
Agency administers a program that encourages employers to create new jobs for
recent graduates in science and technology fields. The programs share the salary
cost of these new jobs with employers.
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The Ministry of Labour promotes good relations between employers and workers,
ensures that basic standards of working conditions and compensation are met, and
promotes apprenticeship training programs. The ministry also ensures that pension
plans in the province meet basic standards.

Apprenticeship training programs combine in-class technical training and on-the-
job training. The apprenticeship system is a partnership between industry,
apprentices, government, and training providers. The system provides counselling
and consultation support for more than 14,000 apprentices in approximately

170 trades.

The Ministry of Labour and the Ministry of Education, Skills and Training are
working to establish an Industry Training and Apprenticeship Commission (ITAC).
ITAC will be the governing body responsible for industry training and
apprenticeship. The commission will be composed of representatives from
business, labour, education and training providers, and government. Almost

$70 million in funding and resources, from industry training and apprenticeship
programs currently administered by the ministries of Labour and Education, Skills
and Training, will flow to ITAC. Legislation to create ITAC is being developed, and
planned for introduction during the next legislative session.

The Employment Standards Branch (ESB) ensures minimum standards of
employment in the workplace pursuant to the Employment Standards Act which
regulates conditions of employment, including hours of work and overtime,
payment of wages, minimum wage, annual vacation, child employment,
pregnancy and parental leaves, and termination of employment. The branch also
enforces the Skills Development and Fair Wage Act (SDFWA).

In 1996, the branch received 21,356 employment standards complaints and,
through direct intervention, collected over $10 million in unpaid wages on behalf
of workers. The branch also began issuing determinations (instead of tickets) to
cite violation of the SDFWA. Nineteen determinations were issued against
companies citing contraventions of the SDFWA. In 1996, the branch began
focusing on early intervention, sectoral compliance and client education in an
effort to become less complaint-driven and more proactive in the community.

The branch also provides investigation and mediation services for the Labour
Relations Board (LRB) and the Collective Agreement Arbitration Bureau (CAAB).
ESB investigated 1,408 LRB files, and mediated 330 CAAB files in 1996. The branch
also received 363 SDFWA complaints from persons working on government-
funded construction projects.

The Employment Standards Tribunal was established under the Employment
Standards Act in November 1995 to resolve disputes regarding the application and
interpretation of the act, and to consider appeals regarding decisions made by
officers of the Employment Standards Branch. The tribunal may also recommend
exemptions from the act and regulations. During 1996, the tribunal received

771 appeals and held 179 hearings.



Labour Relations
Board

Collective Agreement
Arbitration Bureau

Pension Standards
Branch

Superannuation
Commission

Chapter 6: Major Provincial Programs

The Labour Relations Board (LRB) was established with the proclamation of the
Labour Relations Code in January 1993. The Chair of the LRB monitors all labour
disputes in the province, adjudicates major policy issues, and liaises with the
labour relations community. The chair can investigate and make recommendations
to the Minister of Labour on whether a labour dispute poses a threat requiring the
designation of essential services.

During 1996, over 3,400 applications for resolution were filed with the LRB under
the code. During the year, the LRB granted 430 union certifications, compared to
393 in 1995. In addition, approximately 333 collective bargaining mediation cases
were handled in 1996. The Mediation Division also delivered 12 relationship
enhancement programs in 1996.

The Collective Agreement Arbitration Bureau was established under the Labour
Relations Code in July 1994 to ensure that unresolved grievances between
employers and trade unions are settled fairly and promptly to reduce the costs and
time delays generally associated with grievance arbitration. The bureau provides
trained arbitrators and settlement officers to resolve grievances, and maintains a
register of arbitrators. During 1996/97, the bureau received 854 applications for
arbitration.

The Pension Standards Branch administers the Pension Benefits Standards Act and
related regulations. This legislation is designed to protect the interests of

British Columbia pension plan members by setting minimum standards for pension
plans in areas such as eligibility, vesting, portability, funding investments, and
disclosure to members; and, by approving locked-in registered retirement savings
plans and life income fund contracts.

The Superannuation Commission in the Ministry of Finance and Corporate
Relations administers nine British Columbia public sector pension plans — the
Public Service, Municipal, College, Teachers’, and Members of the Legislative
Assembly pension plans, and pension plans for four Crown corporations. The
Commission is one of the largest pension plan administrators in Canada. The
pension plans it manages have combined assets of over $27 billion,

740 participating employers, 220,000 active contributors and 66,000 pensioners.
The Commission manages the collection of over $1.2 billion in contribution
revenue and a pension payroll of $850 million annually.

The number of new retirements is anticipated to steadily increase over the next
five years, with a projected doubling of caseload within ten years as the “baby
boom” generation ages. The Commission’s caseload is also significantly impacted
by public sector restructuring and down-sizing. To meet this increased demand,
the Commission’s primary focus through to the year 2000 is to replace existing
outdated pension administration systems, and to work on strategies, in partnership
with plan employers, for improved pension data management.

The financial health of each pension plan is evaluated through an independent
actuarial valuation at least every three years. A key measure used to assess the
health of pension plans is the unfunded liability as a percentage of the
membership payroll covered by the plan. Based on that key measure, the financial
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position of the four major statutory plans (College, Municipal, Teachers’, Public
Service) has substantially improved on the most recent valuations. The Public
Service Pension Plan has an actuarial surplus as of March 1996 (see Table 6.2).

Table 6.2 Unfunded Liability (Surplus) as a Percentage of Payroll

pension Fund Unfu(r'gjligltise;bility Valljueitéon Unfupsdﬁiltisa;bility Vall:;gion
College....... 11% 1994 22% 1991
Municipal ... 36% 1994 50% 1991
Public Service (20)% 1996 10% 1993
TEACKEIS ....oooooic e 92% 1993 120% 1990

Source: Superannuation Commission
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The Workers’ Compensation Board (WCB) is a statutory agency responsible for the
administration of the Workers Compensation Act. The WCB provides rehabilitation
services and financial compensation to workers injured in the course of their
employment. In the case of fatal injuries, benefits are provided to dependent
survivors. Benefits include wage loss payments equivalent to 75 percent of a
worker’s average weekly earnings to a maximum of $55,800 per year (in 1997). All
medical and rehabilitation costs are covered by the WCB'’s health care benefits
program. Vocational rehabilitation services may be provided in addition to other
benefits to reduce or remove the effects of an injury or disability.

The WCB covers virtually all workers in the province through assessments paid by
150,000 registered employers. The average assessment rate for 1997 is $2.28 per
$100 of assessable worker payroll. WCB revenues totalled more than $1.5 billion
for 1996 ($1 billion in assessments, and $534 million in investment income), and
the board had assets of nearly $6 billion. Expenses for compensation costs were
$1 billion, with administration and other expenses totalling $192 million. As of
December 31, 1996, the WCB was 95 percent funded with an unfunded liability of
$324 million. The WCB expects to be 98 percent funded by the end of 1997.

The WCB’s highest priority is the prevention of workplace injuries and disease. In
1996, the injury rate decreased 25 per cent from 1990 to 5 injuries per 100 person-
years of employment from 6.7 injuries per 100 person-years of employment. In
1997, WCB will continue to assist employers and workers to reduce the frequency
and severity of workplace injuries, with an ongoing emphasis on young workers
and workers in high risk occupations. A review of all WCB health and safety
regulations is nearing completion. To date, regulations have been revised or
developed in such areas as agriculture, fishing, fire protection, first aid, hearing
conservation, and violence in the workplace.

A series of independent reviews of WCB activities began in 1991. This review
process resulted in publication of five administrative inventories which describe
compensation services, occupational safety and health, medical programs, dispute
resolution systems, and assessments. A follow-up to the 1992 study on
occupational safety and health, and a study on vocational rehabilitation services
will be published in 1997. The administrative inventories, and other WCB
publications, are available through WCB offices located in 11 centres around the
province and at the head office located in Richmond.
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A royal commission on the workers’ compensation system is currently underway.
The commission will report by September 30, 1997 on occupational safety and
health, and fatality benefits. The commission’s final report is expected by
October 31, 1998.

The WCB also administers the Criminal Injury Compensation Act on behalf of the
Ministry of Attorney General. The criminal injury program compensates victims
and immediate family members for any of 56 criminal offences set out in the act,
and those injured while assisting police officers. The program allowed 3,499
claims in 1995 (the last year for which claim information is available) at a cost of
$22.2 million.

The Workers’ Compensation Review Board is an independent administrative
tribunal which considers appeals made by workers, their dependents, or
employers concerning decisions made by officers of WCB with respect to a
worker. The board conducts hearings in 14 communities throughout the province,
and in 1996 it rendered 9,587 findings.

Criminal injury compensation appeals are heard by an appeal committees
appointed by WCB from among the adjudicative staff of the Workers’
Compensation Review Board. In 1996, 248 appeals were considered by the appeal
committees.

Workers’ and employers’ advisors assist workers and employers in their dealings
with the WCB. Workers’ advisors advise injured workers and their dependents on
policies and benefits covered by the WCB, and assist workers in cases involving
complex legal and medical issues or important policy questions. Workers’ advisors
also provide training seminars to professional associations and unions. During
1996/97, over 82,400 calls were received by the workers’ advisor’s office, and

26 training seminars were held.

Employers’ advisors provide advice, assistance and training to employers on
claims, assessments, occupational health and safety, legislation, policy, and
appeals. During 1996/97, the employers’ advisor’s office handled 47,637 inquiries,
and 6,297 file preparation and reviews. In addition, the employers’ advisors held
130 training seminars for employers.

The Public Service Employee Relations Commission (PSERC) was established in
July 1993 when the Public Service Act was introduced. PSERC provides leadership,
direction and assistance to ministries and agencies in the following areas:
employee benefits administration, central payroll and personnel information
services, job classification, organizational design, employee development, staffing,
workforce adjustment, employment equity, labour negotiations and contract
interpretation.

The Labour Relations Branch of PSERC received 897 grievances from five
bargaining units, 459 of which went to formal arbitration. The Classification
Branch resolved a total of 202 classification appeals.
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The Public Service Appeal Board assesses whether the merit principle was
properly applied in appealed public service job competitions. During 1996/97, the
board received 106 appeals from employees who were unsuccessful candidates in
job competitions in the public service, and held 27 hearings.

Established in July 1993 by the Public Sector Employer’s Act, the Public Sector
Employers Council (PSEC) is a link between the government and other public
sector bodies. PSEC’s role is to coordinate human resource and labour relations
policies and practices among public sector employers. The council is chaired by
the Minister of Finance and Corporate Relations and includes seven cabinet
ministers, or deputy ministers, and seven public sector employer representatives.

In 1996, the council coordinated inter-sectoral collective bargaining objectives;
reviewed and approved pay equity plans; reviewed and approved exempt
compensation standards for employers; and developed, administered, and tracked
the implementation of compensation guidelines for public sector bargaining.

Ministries provide services to Aboriginal people, some of which are funded by
Canada due to its unique fiduciary obligation to First Nations. The province cost
shares or provides supplementary services through other initiatives. For example,
in addition to regular funding for students in the public school system, the
provincial government provides additional targeted funds for the provision of
Aboriginal education programs to students of Aboriginal ancestry. For the 1996/97
school year, funding averaged just over $1,000 per student for the 35,691 students
of Aboriginal ancestry. Programs include language and culture programs, intended
to develop fluency and understanding in a First Nations language and culture; and
Aboriginal support programs, which provide community-based assistance (such as
home-school coordination and elder counselling) intended to help students
succeed in school.

The provincial government also provided $7.8 million in 1996/97 for education
and training programs and support programs for Aboriginal students in

British Columbia’s post-secondary system. Under the Aboriginal Post-Secondary
Education and Training Policy Framework, funding is provided for Aboriginal
education coordinators in all public colleges and institutes and for programs at
public institutions and Aboriginal institutions and organizations in partnerships
with public institutions. In addition, since 1995 two Aboriginal post-secondary
institutions have been designated for public funding under the College and
Institute Act — the Institute of Indigenous Government in Vancouver and the
Nicola Valley Institute of Technology in Merritt.

The Ministry of Aboriginal Affairs has primary responsibility for fostering a new
relationship with Aboriginal people, based on equality and respect, so that
Aboriginal people can fulfill their aspirations for self-determining and self-
sustaining communities, thereby enabling all British Columbians to enjoy the social
and economic benefits of cooperation and certainty. This goal is being
accomplished primarily by negotiating treaties with First Nations and the federal
government.
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The ministry administers the First Citizens’ Fund which provides loans to help
Aboriginal people start, expand or upgrade businesses; bursaries for Aboriginal
post-secondary students; and grants to friendship centres. The ministry also funds
the First Peoples’ Cultural Foundation which supports Aboriginal heritage,
language and cultural programs throughout the province.

More information on aboriginal issues is provided in Chapter 5.

The Ministry of Small Business, Tourism and Culture supports culture, heritage,
recreation and sport activities in British Columbia. These programs are intended to
strengthen communities and regions throughout the province.

The Cultural Services Branch manages 26 programs which provide operating and
project assistance for professional and community arts development; support
touring programs; bestow arts awards; and support cultural industries. The
majority of these programs are administered under the authority of the

British Columbia Arts Council, an independent agency established by the Arts
Council Act. Total disbursements by the branch to artists and cultural
organizations in 1996/97 were over $15 million.

The Heritage Branch provides leadership in the protection, conservation,
preservation, and presentation of historic buildings, industrial structures, and
significant elements of British Columbia’s maritime, agricultural, and transportation
history. The branch manages a network of 28 heritage sites throughout the
province. Total attendance at these sites exceeded 250,000 people in fiscal
1996/97, and generated an estimated $2.8 million in fees and on-site spending.

The Heritage Branch also provides staff support to the BC Heritage Trust which
assists community groups, businesses, First Nations bands, and other agencies
involved with heritage issues. The Trust awards cost-sharing heritage project grants
for restoration, community heritage planning, archaeology projects, feasibility and
assessment studies, operations of non-profit heritage organizations, and
scholarships. Trust funds often ‘kick start’ heritage projects, enabling communities
to attract financial contributions from other donors. In 1996/97, the Trust provided
$735,000 to support 76 projects, and this investment levered over $2.5 million in
total project investment.

The Archaeology Branch promotes the protection, and preservation of the
province’s archaeological resources. The branch reviews development proposals
for potential impacts on archaeological sites, manages a permit system to regulate
activities that may affect archaeological sites, and sets standards for archaeological
work. The branch also maintains the Provincial Heritage Register, and manages
the Provincial Heritage Site Designation Process.

Since its founding in 1886, the Royal British Columbia Museum (RBCM) has
collected about 10 million items that document and describe the natural and
human history of this province. A small fraction of this vast collection is on display
at any time; the remainder is in safekeeping. Over the past year, 27,208 items
were added to those collections. About 600,000 visitors went through the galleries
during 1996, and 25,000 school children visited the museum through RBCM’s
school programs.
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The BC Film Commission markets the services of British Columbia companies
providing production, post-production and ancillary services to the international
film and television industry, and provides ongoing support to film production
activities in the province.

The Library Services Branch of the Ministry of Municipal Affairs and Housing
provides operating and other grants to public library boards and supports public
libraries through consultation, training, and technical services. The branch
promotes information sharing among British Columbia’s public libraries, and
provides technical and financial support for a provincial inter-library loan system.
The branch also produces audio books for people with visual or neurological
impairments, and provides access to library materials for individuals with special
needs.

Building on the successful Internet Access and Internet Training programs
designed and delivered by the Library Services Branch in 1996, two new Internet
programs were launched in 1997. The Youth and the Internet pilot program
funded ten public libraries to hire local youth to work with other library staff and
with community youth groups to train library users in Internet search skills. The
program was developed by the branch in partnership with the Premier’s Youth
Office and the Information, Science and Technology Agency. Funding of $865,000
was provided to public libraries, cultural agencies, and community networks
through the Communities Connect program, to support the establishment and
maintenance of unique, community-based information on the Internet of special
relevance to British Columbians.

The Recreation and Sport Branch promotes increased access to recreation and
sport for British Columbians of all ages, backgrounds and geographic locations.
Branch programs and services support the goal of building stronger communities
and healthier individuals — from the recreational participant to the high-
performance athlete — through recreation and sport.

The branch’s athlete and participant development program supports individuals
through workshops, funding, recognition and high-performance initiatives, and
leads British Columbia’s participation in the Canada and Western Canada Games.
The organization development program provides operational and program support
to provincial sport and recreation organizations. The recruitment, education and
retention of coaches is supported through the coaching and leadership
development program. In addition, the regional and community development
program provides recreation and sport opportunities to communities across the
province through regional multi-sport centres, support to local recreation
commissions, and support for the operation of the BC Games.

The Community Grants Branch provides grants to communities and non-profit
community-based organizations through four granting programs. Capital funding
grants are provided to non-profit societies and local governments through BC 21
Community Projects and Canada-British Columbia Infrastructure Works. Grants for
in-province travel assistance for youth focused sports, schools, and non-profit
groups are provided through the In-Province Travel program. Annual grants are
also awarded to selected youth and health-related volunteer organizations through
the annual granting program.
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Programs related to multiculturalism and immigration are provided through the
following branches in the Ministry of Attorney General and Ministry Responsible
for Multiculturalism, Human Rights and Immigration — Multiculturalism BC,
Immigration Policy, Business Immigration, and Community Liaison.

British Columbia has a diverse ethnic mosaic. Multiculturalism BC initiatives and
programs promote cross-cultural understanding and respect, and equity of
participation for all British Columbians by implementing the objectives of the
Multiculturalism Act. Multiculturalism BC facilitates the responses of government,
crown corporations, and public institutions to cultural diversity; works to end
racism and discrimination; and promotes institutional change to achieve inclusive
institutions and culturally sensitive service delivery.

In 1996, approximately 50,000 immigrants arrived in British Columbia. The
Immigration Policy Branch develops provincial policy to support the government’s
goals for immigration and the settlement and integration of newcomers. The
branch negotiates immigration-related agreements with the Canadian federal
government, and conducts research and analysis on the social and economic
impacts of immigration on the province.

Business immigration is discussed in the International Trade and Investment
Programs section of this chapter.

The Community Liaison Branch works in partnership with community
organizations, groups and individuals throughout British Columbia to deliver
programs that fulfil the government’s commitment to eliminate racism, promote
cross-cultural understanding, remove barriers to full participation in society, and
assist in immigrant settlement.

British Columbia immigrant settlement contributions provided $2.5 million to
non-profit organizations that support the settlement and integration of
newcomers in communities throughout the province.

Core funding contributed $750,000 in administrative support to non-profit
organizations which deliver direct settlement services to newcomers or improve
cross-cultural understanding.

British Columbia anti-racism and multiculturalism provided $1.2 million to
non-profit organizations which promote the elimination of racism, cross-cultural
understanding, community development, culturally based conflict resolution, and
institutional change and sensitization.

Institutional change provided $242,000 to assist public institutions improve
service delivery to a multicultural public.

Heritage language grants provided about $170,000 to community-based and
recognized heritage-language schools that preserve and promote heritage
languages where language instruction would not be available through existing
language programs.
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The provincial government safeguards human rights, coordinates law enforcement
and the justice system, ensures public safety, and designs and administers
programs that protect the environment.

Effective January 1, 1997, the British Columbia Human Rights Code replaced the
British Columbia Human Rights Act. Under the Code, the British Columbia Human
Rights Commission and the British Columbia Human Rights Tribunal replaced the
British Columbia Council of Human Rights. The Commission is responsible for
investigating and mediating human rights complaints, promoting the purposes of
the Code, and educating the public about the Code. The Human Rights Tribunal
adjudicates cases referred to it by the Commission.

The Ministry of Attorney General administers the justice system, which ensures the
equitable and efficient protection of individual and public rights. During 1996/97,
Ministry of Attorney General expenditure was $954 million.

The Criminal Justice Branch contributes to the protection of society by preparing
for and conducting prosecutions diligently and fairly. The branch operates under
the authority of the Crown Counsel Act and is responsible for prosecutions under
the Criminal Code of Canada, the Young Offenders Act, and provincial statutes in
the trial and appeal courts of British Columbia and the Supreme Court of Canada.
The branch also provides direct services to victims and witnesses throughout the
court process.

The Community Justice Branch, either directly or in coordination with other justice
system partners and community groups, provides services to the public to ensure
that people have access to justice services, and to increase community
involvement in crime prevention and alternative solutions to justice issues. The
branch works with communities of all kinds — socio-economic, ethnic, and
religious communities, as well as those defined by geographic boundaries — to
develop locally applicable and attainable objectives, and to design, implement,
and manage crime prevention, justice reform and community safety programs. The
branch funds and administers a variety of contracts for justice-related services,
including the family maintenance enforcement program, and provides direct
services to the public through the Community Crime Prevention Program, Youth
Programs and the Victim Services Program. The branch is also responsible for
legal aid services, and for developing the province’s alternate dispute resolution

policy.

Consumer protection services provided by the Community Justice Branch are
discussed in the Commercial and Financial Regulation section of the chapter.

There are 103 Provincial Courts (of which 76 are permanently staffed), 42 Supreme
Courts (nine of which are for filings only) and four Appeal Courts in

British Columbia. The Court Services Branch provides facilities for these courts and
a variety of services, including: case processing, case trial support services,
financial transaction management, court security, and prisoner guarding and
escort. The branch also manages court interpreters, and informs the public on all
matters relating to the courts.

As a separate and independent arm of the justice system, the Judiciary plays an
integral role in the administration of justice. See Chapter 5 for more information
on provincial and superior courts in British Columbia.
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The Legal Services Branch provides legal services to government on civil matters.
The branch advises government and other agencies on legal matters; prepares
legislation, regulations and orders-in-council; and acts for government in civil suits
and tribunal proceedings.

The Victim Services Division provides services to victims of crime, or to persons
who have been affected by crime in their communities, through provincially-
funded victim services agencies across the province. There are 146 programs
operating through community agencies and local police forces to provide justice
system information, practical assistance, emotional support, and referrals for
victims of crime. All victim-serving programs have a coordinator who provides
training for community volunteers.

The division establishes and implements policies, procedures and programs to
respond to the issues of violence against women in relationships, child abuse and
neglect, sexual assault, elder abuse, crime victims and criminal injuries
compensation. The division also provides training and support for coordinators of
all victims programs.

Family Justice Programs Division is responsible for several programs relating to the
family justice system:

» Family maintenance enforcement enrolls, monitors and enforces maintenance
orders and registered agreements that require individuals to provide continuing
financial support to their families. Government delegates powers under the
Family Maintenance Enforcement Act to a contracted organization that operates
the enforcement program.

» The reciprocals program has a statutory responsibility in cases crossing
jurisdictional boundaries to designate courts within British Columbia, and
transmit documents to reciprocating jurisdictions for the purposes of confirming,
varying and enforcing maintenance orders and agreements.

» Family search has the authority to search for missing individuals to obtain, vary
and enforce custody, access, guardianship and maintenance orders.

The community crime prevention program supports existing crime prevention
initiatives, and helps local communities develop and implement programs to
increase community safety and security. The program also administers the
Attorney General’s Crime Prevention Awards.

The Youth Programs Division works to prevent gang crime and youth violence
through public education and awareness, resource development, workshop and
seminar presentations, project funding and, most importantly, youth involvement.
The division works with government ministries, police forces, public agencies,
youth and immigrant serving agencies, probation authorities, community groups,
and youth. The division serves as the secretariat for the Inter-Ministerial Committee
on Criminal Gangs.

The Law Courts Education Society provides province-wide legal education to
schools; community groups; immigrant, minority and First Nations organizations;
and the general public. Programs focus on explaining the operation of the
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provincial court system and criminal and civil trial procedures. Services include
materials development, court watching sessions for school students and other
groups, meetings with judges and other court personnel, and specialized training
programs.

The Land Title Branch provides for the registration of ownership of land based on
the Torrens land title registration system. This system ensures security of title and
other interests of land such as mortgages, life estates, leases, rights of way,
easements and liens registered against the land. In performing the duties described
in the Land Title Act, the branch fulfils a quasi-judicial function. The branch also
provides for the development and maintenance of a computerized land title
system that enables quick access to land title information for about 2,000,000
parcels of land. Land title offices are located in Victoria, New Westminster,
Kamloops and Prince George.

The Ministry of Attorney General is responsible for law enforcement and issues of
public safety, including police services, correctional facilities, and a variety of
regulatory, inspection and emergency services.

The Coordinated Law Enforcement Unit (CLEU) works to suppress the power and
influence of organized and major crime in British Columbia, and to bring those
involved in organized criminal activity before the courts. In addition to carrying
out investigations, CLEU takes the lead in developing provincial policy and
legislation related to organized crime, and liaises with the federal government on
issues related to national policy and legislation to deter organized crime.

The Police Services Division oversees policing and law enforcement functions in
British Columbia. The division manages the financing and organization of the
provincial police force through the contracted services of the Royal Canadian
Mounted Police. The division also develops policy and administers police and law
enforcement programs, including: special provincial constable programs,
designated policing and law enforcement units, policing on aboriginal reserves,
protection of witnesses, auxiliary/reserve constables, training of municipal
constables through contributions to the Justice Institute of British Columbia,
training of police board members, policing standards, and auditing police
departments and other law enforcement units.

The Corrections Branch promotes public safety, provides opportunities for
offenders to change, and assists families to resolve conflict. Corrections staff
include probation officers, correctional officers, and family justice counsellors.

The branch delivers correctional programs and services to incarcerated and
remanded adults in 19 provincial institutions — two specialized pre-trial centres;
and five secure, two medium, and ten open custody centres. The Burnaby
Correctional Centre for Women operates both secure and open correctional
settings, and incarcerates federally sentenced female offenders under an exchange
of services agreement with the federal government.

Sixty-three community offices are responsible for community-based assessment,
supervision and programs for adult offenders and accused persons. Community
correctional services include diversion, bail supervision, pre-sentence reports,



Security Programs

Provincial Emergency
Program

Chapter 6: Major Provincial Programs

probation and conditional sentence supervision; electronic monitoring assessments
and supervision; and parole assessment and supervision.

The Provincial Releasing Authority provides administrative support to an
independent release board, hears appeals on temporary absence decisions, and
contributes to policy development on provincial conditional release matters.

Based in province-wide Family Justice Centres, counsellors help separated or
separating couples to resolve family disputes in a hon-adversarial, child-centred
way. They also prepare child custody and access reports for court purposes, and
offer parent education programs that focus on helping children cope with the
process of separation.

The Security Programs Division administers the Private Investigators and Security
Agencies Act. The division licenses and inspects security businesses (such as alarm
services, armoured car services, locksmiths, private investigators, security
consultants and security patrols) and their employees (except for employees of
armoured car services). The division works with industry to develop standards for
the private security industry; and develops policy for the administration and
regulation of the industry. The division also responds to complaints from the
public regarding the operation of the private security industry. In response to the
Oppal Commission of Inquiry into Policing in British Columbia, the division
developed a mandatory training strategy for security patrol personnel.

The division also administers the firearms control provisions of the Criminal Code
of Canada. This includes licensing and inspecting firearms businesses and
museums with firearms; approving shooting clubs for use of restricted firearms;
administering the firearms acquisition certificate program; storing and disposing of
seized firearms; and advising and informing the police and the public about
firearm policy and law. The division also administers the Canadian Firearms Safety
Education Program using 450 volunteer instructors.

Security Programs is responsible for maintaining the Central Registry of Protection
Orders, a system for ensuring that police have access to accurate, current
information on peace bonds and civil restraining orders.

The division administers the Criminal Records Review Act, implemented January 1,
1996. Under the act, mandatory criminal record checks are done on current and
new employees working with children in organizations that are operated, licensed
by, or receive operating funds from the provincial government.

In cooperation with other ministries, agencies and Crown corporations, the
provincial emergency program (PEP) in the Ministry of Attorney General
coordinates emergency preparedness, response and recovery activities of the
provincial government to mitigate suffering and property loss caused by
emergencies and disasters.
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PEP coordinates provincial government planning, training and standards for
emergency preparedness; advises and assists local governments in planning for,
responding to, and recovering from emergencies and disasters; directs government
response operations for emergencies not specifically assigned to a ministry or
government agency, or coordinates actions in support of a specific ministry;
provides financial assistance to disaster victims; and supports and assists over
16,000 registered volunteers, along with other volunteer agencies and service
groups. More information on PEP is provided in a topic box in this chapter.

The Ministry of Attorney General supports numerous independent agencies,
boards and commissions by helping resolve administrative problems and policy
issues, and by providing administrative assistance to the independent commissions
of inquiry established by the government.

The Office of the Public Trustee is an independent body responsible for protecting
the legal rights and financial interests of all children under 19 years of age, adults
who are vulnerable, and the estates of deceased or missing persons. The Public
Trustee ensures adequate legal representation, manages finances, acts as trustee,
monitors private trustees, investigates complaints of financial abuse, and reviews
lawsuit settlements for any injured child. The Public Trustee secures assets and
administers estates for deceased and missing persons.

The Legal Services Society provides legal assistance to people who apply and
qualify for legal aid. The society also provides public legal information and
education services. The society is an independent, non-profit organization
governed by the Legal Services Society Act of British Columbia, and is managed by
a 15 member board of directors. It is funded by the provincial government, the
Law Foundation, the Notary Foundation, and the federal government through cost-
sharing programs.

Under the Expropriation Act, the board determines the amount of money to be
paid for expropriated land when a public agency needs to acquire property that
an owner does not wish to sell.

The British Columbia Gaming Commission regulates gaming activities staged by
charitable and religious organizations that use bingos, casinos or ticket raffles to
raise funds for their organizations. The commission sets policies, establishes the
terms and conditions for the conduct of games, and acts as the licensing authority.
In 1996/97, the commission approved 5,788 licences which generated gross
revenues of $650 million, charitable proceeds of $130.7 million, and $15.3 million
in government licence fees.

The Ministry of Environment, Lands and Parks (MELP) is responsible for the
management, protection and enhancement of British Columbia’s environment. This
includes the management and allocation of Crown land; the protection and
management of provincial parks, recreation areas and ecological reserves; and
information management relating to the land base of the province. Ministry
programs are carried out through regional offices across the province. During
1996/97, ministry expenditures totalled $244 million.
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The Provincial Emergency Program

Program The Provincial Emergency Program (PEP) is a branch of government charged with
shilit coordinating British Columbia’s emergency planning and response to natural hazards
Responsibilities and other public emergencies.

Under the authority of the Emergency Program Act and associated regulations, PEP
monitors the hazards and risks facing British Columbia, coordinates provincial
preparedness, coordinates the provincial government’s response to emergencies and
disasters, and provides advice and assistance to individuals and local governments in
the development of local emergency management organizations, local emergency
programs, and individual and business emergency planning. PEP’s annual operating
budget is $3.4 million, and an additional $12 million is committed through the
Emergency Program Act vote.

PEP administers two major funding programs in British Columbia:

+ Disaster Financial Assistance (DFA) is designed to help individuals whose homes
are uninhabitable due to an emergency or disaster, when insurance is not
reasonably and readily available, and or to help businesses, farmers and voluntary
organizations recover from uninsurable emergencies and disasters.

The program provides assistance with 80 per cent of costs to a maximum of
$100,000 per principal residence, small business or farm with a $1,000 deductible in
each case. DFA is also available to assist municipalities with extraordinary costs
associated with emergency response and recovery, and provincial ministries and
agencies with infrastructure damage. DFA is cost-shared with the federal
government on a sliding scale for large-scale events.

Joint Emergency Preparedness Program is a federal/provincial cost-sharing
arrangement which provides funds to local governments to undertake emergency
preparedness projects that support national objectives and priorities.

Through its 24-hour Emergency Coordination Centre, PEP is the nerve centre for
emergency response agencies looking for outside assistance, and it receives reports of
dangerous goods spills, floods, earthquakes, industrial accidents, missing persons and
other events. If a major disaster occurs, PEP will open a provincial field response
centre to permit coordination with other provincial agencies and liaison with local
emergency responders.

Thousands of emergency volunteers across the province provide critical services in
areas of emergency planning and preparedness, search and rescue, and emergency
social services and communications. Volunteers, once registered with their local
emergency program, are supported by PEP through training, Workers Compensation
Board coverage, third party liability insurance and some direct funding. PEP also
hosts an annual volunteer recognition award ceremony.

Emergency Over the last 50 years, the focus of emergency preparedness in Canada and British

Planning and Columbia has shifted from preparing for an “enemy attack” to preparing for natural

Response disasters and industrial accidents, as reflected in the current federal and provincial
statutes.

Emergency planning and response starts at the lowest level and moves up; that is,
individual, families and businesses have the primary responsibility to prepare for
emergencies — and people should expect to be left to their own resources for the
first 72 hours after a disaster such as a major earthquake.
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* Local Governments — in British Columbia, local governments have the
responsibility to plan for and respond to emergencies within their borders and/or
competence. They are required under the Emergency Program Act to create an
emergency measures organization, and to develop and implement emergency plans.

Provincial Government — the role of provincial government is to provide support
to local government, and if necessary to establish a regional response. The province
also takes the lead in areas of its own jurisdiction (e.g. forest fires and oil spills) and
coordinates assistance from outside the province when it is needed.

Federal Government — through Emergency Preparedness Canada, the federal
government is responsible for promoting awareness of emergency preparedness
through public information and training, and for conducting emergency planning in
coordination with the province.

Two of the major disasters to which PEP has responded in recent years are:

» Between May and August 1997, provincial agencies responded to major flooding
and flood threat in numerous communities across British Columbia, involving
damage estimated at $40.4 million. Provincial Field Response Centres were set up in
Burnaby, Nelson, Kamloops, Penticton, Terrace and Prince George. At least six
provincial government ministries, as well as municipal governments and agencies,
were involved. Throughout the spring freshet, more than 50 flood prevention works
projects were undertaken to upgrade dikes and protect roads and bridges in critical
parts of the province.

On July 20, 1994, after a long period of hot dry weather, the Penticton Forest
District and Penticton Fire Department responded to the report of a wildland fire. At
its peak, over 700 people including an aerial assault fleet unequalled ever before in
the province were involved in fighting the blaze. The final size of the Garnet fire
was 5,498 hectares. As a result, 18 homes were lost and 3,000 people were
evacuated. The community of Penticton rallied to support the evacuees through the
Provincial Emergency Program. Service groups, businesses and individuals
volunteered hundred of hours, financial aid, housing and food to the evacuees.

British Columbia has specific plans in place for responding to an earthquake, a
tsunami, severe flooding and other similar events, and conducts regular exercises of
these plans. The next exercise, Thunderbird Ill, is slated for January 1998 and will
simulate response to a volcanic eruption of Mount Baker in the northwestern United
States that could seriously affect the Lower Fraser Valley region of the province.

Through PEP, British Columbia maintains international relationships on emergency
planning and response issues:

« British Columbia is an active participant in the Western States Seismic Council,
whose 1997 annual conference will be held in Victoria.

» The PEP Training Academy at the New Westminster Justice Institute has an
international reputation, and provides emergency planning and response training to
clients around the world.

* In 1996, British Columbia hosted the Pan Pacific Hazards Conference in Vancouver,
receiving over 300 papers from emergency planning and response experts from
around the Pacific Rim.

« British Columbia has agreements with all adjacent provinces, territories and states to
assist each other in case of emergencies or disasters.
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The Sustainable Environment Fund (SEF) special account is dedicated to ministry
programs which protect, renew and enhance the environment. Revenue sources
include environmental levies, discharge fees under the Waste Management Act,
and contributions from the private sector. In 1996/97, $34 million was spent from
the special account for environmental initiatives.

The Environment and Resource Management Department comprises the following
branches:

« Air Resources develops, implements, and manages comprehensive air quality
assessment and improvement programs for the ministry.

Fisheries has overall responsibility for managing freshwater fish and fish habitat
in British Columbia.

Pollution Prevention and Remediation Branch develops and implements
environmental management systems within the municipal, industrial and small
business sectors.

» Water Management develops and implements standards, programs and strategies
for water allocation, water quality, groundwater management and public safety.

« Wildlife designs, implements and manages programs to conserve and protect
provincial wildlife resources and their habitats as mandated by the Wildlife Act
and other provincial and federal statutes.

» Crown Lands is responsible for land acquisition, supports the management of
public (Crown) land, and administers the Crown Land Special Account.

» Crown Land Registry Services is the trustee for the Crown land records of
British Columbia. The branch also fulfills the role of the Surveyor General by
maintaining the quality and integrity of the survey structure of the province.

» Geographic Data BC is responsible for topographic mapping, geodetic survey
control, and the acquisition of air photographs and satellite imaging. The branch
also operates LandData BC, which enables clients to search for and order
geographic information via the Internet.

» The Resources Inventory Branch provides integrated inventories, mapping and
inventory-related information services for fish, wildlife, habitats, and water
resources; manages environmental laboratory activities and standards; and
operates specialist data and advice centres such as the Conservation Data Centre
for rare and endangered species information and the River Forecast Centre for
flood and drought forecasts.

MELP delivers programs across the province through seven regional offices.
Regional staff issue regulation permits, licences and approvals; enforce all aspects
of environment legislation; and conduct inventories and studies to improve
environmental management. Regional offices also operate fish and wildlife
compensation programs funded by the British Columbia Hydro and Power
Authority in the Peace-Williston and Columbia Basins, and coordinate watershed
restoration and associated inventory projects funded by Forest Renewal BC.
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The ministry manages and allocates public (Crown) land covering over 90 per cent
of the province’s total area of nearly 93 million hectares. Crown land is made
available to protect the environment, and promote economic growth, regional
development and settlement. Environmental sustainability and land-use principles
form the basis for responsible land allocation decisions.

Including leases, licences, rights-of-way, and land reserves, the ministry managed
29,600 tenures in 1996/97. Over 5,000 of the tenures are reserves, including those
used for conservation and recreational purposes. Leases and licences provide
access to land for a variety of purposes including farming, grazing, oil and gas
development, communication sites, ski hills, commercial and industrial uses,
recreation, and residential purposes.

The Resource Stewardship Branch of the Environment and Lands Regions Division
carries out the following functions:

» The Habitat program maintains the diversity of habitats and ecosystems,
including those of rare and endangered species, and advocates resource
management alternatives that favour ecological integrity.

» Environmental Assessment ensures that ministry policies and legislation are
considered and incorporated during project analysis.

» The Land and Water Section assists regional staff to address land and water
planning, management and administration issues and ensures coordinated and
consistent land and water management.

» Aboriginal Relations provides corporate leadership, policy direction, regional
support, advice and information to promote positive relationships between MELP
and First Nations.

» Enforcement, Emergencies and Regional Support coordinates enforcement of
environmental legislation, as well as prevention and response measures for
major environmental emergencies. A Special Investigations Unit investigates
serious illegal activities that impact on the environment.

The Environmental Assessment Office is responsible for implementing the
province’s Environmental Assessment Act which was proclaimed in June 1995. The
legislation allows all British Columbians to provide input as part of the decision
making process on proposals for major projects and developments. The act is
designed to mitigate environmental impacts at the same time as ensuring long-
term economic and social sustainability for the province.

The Land Use Coordination Office (LUCO) was created in January 1994 to improve
the corporate direction and coordination of all inter-ministry land-use planning
initiatives. LUCO sets the government’s direction on land-use strategies, while
ministries implement specific programs. LUCO ensures that corporate priorities for
land-use related initiatives are reflected in individual ministry budgets and work
plans, coordinates the various work plans, monitors ministry programs,
recommends plans and provides progress reports to Cabinet.
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LUCO also coordinates the protected areas strategy, a provincial land-use planing
process that was established in 1992 to protect representative examples of the
natural diversity of the province, as well as cultural, heritage, and recreational
features. The goal of the protected areas strategy is to protect approximately

12 per cent of the province’s territory by the year 2000.

The corporate resource inventory initiative is a multi-ministry project to undertake
resource inventories to support provincial land-use planning activities and First
Nations initiatives. The project supports local resource management plans,
strategic land-use planning, the protected areas strategy, and other Land Use
Coordination Office initiatives.

The Environmental Appeal Board, operating under the provisions of the
Environment Management Act, hears appeals to decisions made under
environmental legislation. In 1996/97, 120 appellants filed appeals against

97 licences, permits or orders/decisions of the Director of Waste Management, the
Director of Wildlife, the Comptroller of Water Rights, the Administrator of the
Pesticide Control Act, and environmental health officers under the Health Act. The
board conducted 53 hearings, and issued 69 decisions.

MELP administers and manages British Columbia’s provincial parks system and
ecological reserves. Under the Park Act, the ministry administers a system of

518 parks spread over 8 million hectares. Park land is managed to conserve its
natural values for appropriate use, enjoyment, and inspiration of the public. To
serve 25 million park visitors each year, 11,000 campsites, 400 day-use areas, and
114 boat ramps are provided within provincial parks. In addition, 139 ecological
reserves have been established covering 159,500 hectares. These reserves are
permanent sanctuaries established for scientific research and educational use, and
for the preservation and protection of British Columbia’s unique plant and animal
life.

The ministry also administers regulations governing river rafting, and supports the
British Columbia Heritage Rivers Board in the recognition of valuable river
corridors.

The Forest Renewal BC Management Branch manages Forest Renewal BC
initiatives delivered by MELP, including watershed restoration, enhanced forestry,
biodiversity research, natural resource inventories, and forest recreation. More
information on Forest Renewal BC is provided in Chapter 7.

The branch also administers two funding programs:

» The Habitat Conservation Trust Fund supports fish and wildlife habitat
enhancement and land purchases using revenues derived from a surcharge on
angling, hunting, trapping and guiding licences. During 1996/97, 154 projects
were funded at a cost of $4.9 million.

« The Public Conservation Assistance Fund provides $50,000 annually in grants for
volunteer conservation projects.
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The provincial government is responsible for regulating commercial and financial
activity in British Columbia. Government activity in this area ensures the
protection of consumers, the integrity of financial markets and institutions, and
promotes a stable operating environment for business.

The Ministry of Attorney General promotes fairness and understanding in the
marketplace through the development, administration and enforcement of
consumer legislation. The Community Justice Branch investigates consumer
complaints, develops consumer policies and legislation to regulate the activities of
various agencies and businesses, and enforces the provisions of consumer
legislation. (Other functions of the branch are discussed in the Administration of
Justice section of this chapter.)

The Consumer Operations Division is responsible for using mediation and
negotiation to handle complaints, investigate alleged violations of the province’s
consumer protection laws, prepare enforcement reports and initiate enforcement
action where appropriate. Major areas of consumer complaint concern deceptive
and misleading practices by sellers. The principal complaints investigated involved
Motor Dealer Act offences, used vehicle purchases, home renovation services,
advertising offences, and miscellaneous purchase complaints.

In 1996/97, the division received more than 100,000 complaints and inquiries,
opened 1,664 investigation files, performed 741 inspections, laid 78 criminal
charges, and issued 192 warnings. The division also successfully resolved

893 consumer complaints resulting in over $1 million in restitution.

The travel services program administers the Travel Agents Act and its regulations
to ensure that all persons and travel agencies in the province selling or offering
retail or wholesale travel services are registered. As of March 31, 1997, there were
1,150 registered travel agencies in the province.

During 1996/97, $367,100 was paid out of the Travel Assurance Fund to
compensate 35 eligible consumers who had prepaid their travel services but did
not receive those services. The fund balance as of March 31, 1997, was

$1.8 million.

The Motor Dealer Licensing Division is responsible for administering the Motor
Dealer Act, the Motor Dealer Customer Compensation Fund Regulation, and the
Motor Dealer Consignment Sales Regulation. The division protects consumers by
defining specific requirements that must be met by motor dealers prior to
licensing. In 1996/97, the division licensed 1,650 dealers.

Regulations also provide protection by mandating full disclosure of vehicle history
by dealers, as well as coverage up to $20,000 for losses by individual customers.
During 1996/97, the Motor Dealer Customer Compensation Fund paid out
$121,026 to 41 consumers. As of March 31, 1997, the fund balance was $979,401.

The Registrar of Direct Sellers administers the Direct Seller Regulation under the
Consumer Protection Act. Currently, 152 direct seller (door-to-door sales)
companies are licensed and bonded. Salespersons and agents representing direct
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seller companies are required to produce proof of licensing, including photo
identification, when soliciting consumers door-to-door.

The Registrar of Cemeteries and Funeral Services regulates the establishment and
operation of cemeteries and crematoria. Most cemeteries are required to create
and maintain perpetual care funds, which represent a minimum of 25 per cent of
the price of each plot sold and $10 for each memorial marker installed. These
funds are held in trust by financial institutions, and now amount to approximately
$45 million. The operators can use the income from funds to defray maintenance
costs. The registrar also approves and regulates the selling of pre-arranged
cemetery and funeral service plans, and ensures that monies received from
consumers are deposited with savings institutions pursuant to specific trust
agreements. As of March 31, 1997, 130 funeral homes, 435 funeral directors, and
306 embalmers were licensed to operate in the province.

The Debtor Assistance Section of Consumer Operations offers counselling services
to consumers with debt problems, and assists borrowers and lenders with debt
repayment problems. In 1996/97, the section counselled and screened 8,732
clients, arranged 1,004 repayment plans for debtors facing financial hardship, and
helped return over $6.1 million to creditors.

The Debt Collection Section administers the Debt Collection Act, licenses bailiffs
and collectors, handles complaints and administers the posting of bonds. The
section licensed 152 agencies and 1,057 collectors in 1996/97, and handled 4,115
complaints.

The Credit Reporting Section administers the Credit Reporting Act which regulates
credit reporting agencies. The section handles complaints regarding individual
credit records, and liaises with credit reporting agencies. There were 22 registered
agencies and 256 complaints in 1996/97.

The Residential Tenancy Office provides information to landlords and tenants on
their legal rights and responsibilities; improves public awareness of Residential
Tenancy Act provisions; and administers dispute resolution processes using
government appointed arbitrators and mediators. Arbitrators may issue orders
dealing with a wide range of residential tenancy issues, including debts, damages,
reviews of rent increases, notices of termination, possession, repairs and services.
Claims of up to $10,000 may be arbitrated, and arbitrator’s orders can be enforced
through the courts. In 1996/97, the branch answered more than 302,000 telephone
enquiries, conducted over 55,000 personal interviews, and scheduled more than
25,000 arbitration hearings and 75 mediation applications.

The Liquor Control and Licensing Branch is responsible for controlling access to
and encouraging the responsible use of alcohol. The branch issues and transfers
licenses for the resale and manufacture of liquor; approves and monitors product
advertising; inspects licensees to ensure they comply with the law; maintains
public relations with law enforcement, local government and other regulatory
agencies; takes appropriate compliance action for contravention of the Liquor
Control and Licensing Act and its regulations; and liaises with stakeholders to
develop effective policy and legislation.

177



Chapter 6: Major Provincial Programs

Transportation Safety

Motor Vehicle Branch

Motor Carrier
Commission

Infrastructure Safety
and Standards

178

As of March 31, 1997, there were ten categories of liquor licences in

British Columbia and 7,348 licensed premises. There were also 77 licensed
manufacturers producing alcoholic beverages. These ranged from small farm
wineries and cottage breweries to large commercial distilleries, breweries, and
wineries. There were 28,251 Special Occasion Licence Permits issued, and the
branch received 2,614 applications for advertising approvals. Enforcement
problems resulted in 290 warning letters being issued, 69 hearings and

54 suspensions. A total of $5.69 million in administrative receipts were collected
for services.

For information and statistics pertaining to the Liquor Distribution Branch, see
Chapter 7.

The Ministry of Transportation and Highways (MoTH) promotes the safe and
efficient movement of people and resources within the provincial transportation
system. A safe transportation system minimizes the economic and human costs
associated with moving goods and people, thus enhancing provincial economic
competitiveness and improving the overall quality of life. The ministry plans,
designs, constructs, operates and maintains highways in a manner that facilitates
safe transportation. Safety improvement is an important objective of the ministry’s
capital, rehabilitation and maintenance programs. Highway sites with safety
concerns are addressed by highway safety improvement and guardrail programs.
MoTH also partners with the Insurance Corporation of British Columbia (ICBC) to
provide programs that promote and enhance transportation safety.

The Motor Vehicle Branch licenses drivers; makes decisions concerning
individuals’ medical fitness to drive; takes action with respect to dangerous drivers’
records; hears appeals of certain administrative licensing and certification decisions
made by ICBC; conducts appeals of sanctions issued under the Administrative
Driving Prohibition/Vehicle Impoundment programs; and sets policy and standards
in these areas. During 1996, responsibility for the branch was transferred to ICBC
from MoTH.

The Motor Carrier Commission regulates extra-provincial and intra-provincial
motor carriers, including the commercial trucking industry, buses and taxis. The
commission is responsible for promoting adequate and efficient service, safety on
public highways, and sound economic conditions in the provincial transportation
industry. The commission’s operational arm is the Motor Carrier Department which
accepts applications, conducts investigations, issues licence documentation, and
collects revenue on behalf of the commission.

The Safety and Standards Department of the Ministry of Municipal Affairs and
Housing provides services to ensure safe living and working conditions. Inspection
services relate to the building code; fire prevention and investigation; installation
and operation of boilers and pressure vessels, elevators, amusement rides, gas and
electrical systems, and aerial tramways; and intra-provincial railways. Standards
development, safety education, and safety assurance activities are undertaken by
the department in conjunction with industry.
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The Ministry of Finance and Corporate Relations is responsible for regulating
financial and commercial activities under provincial jurisdiction.

The Financial and Corporate Sector Policy Branch provides policy advice on
legislation and issues regarding corporate law, personal property, real estate,
financial institutions, securities, and marketing of financial services and products.

The Corporate and Personal Property Registries Special Operating Agency
administers registration for corporations, partnerships, societies and cooperative
associations; registers and searches security interests against personal property;
and registers ownership and location details of manufactured homes in the
province. Major client groups are agents, lawyers, notaries, financial institutions
and the general public. The agency’s strategic direction is to provide all of its
services electronically, so that clients can conduct business through remote access.
The agency has recently automated the Manufactured Homes Registry to provide
electronic searches and remote transport permits, and intends to enhance its
Personal Property Registry to receive electronic submissions of change statements.

The Financial Institutions Commission (FICOM) regulates the financial services
sector. FICOM reports to the Minister of Finance and Corporate Relations and
administers the Financial Institutions Act and the Credit Union Incorporation Act.
FICOM also manages the Credit Union Deposit Insurance Corporation (CUDIC).

The Superintendent of Financial Institutions has also been appointed the
Superintendent of Real Estate and the Registrar of Mortgage Brokers, and is
responsible for administering the Real Estate Act, the Mortgage Brokers Act and the
Condominium Act. In addition, the superintendent is responsible for the
Insurance (Captive Company) Act.

FICOM protects depositors against insolvency of a trust company or credit union,
and protects insurance policy holders against insolvency of an insurance company.
The commission safeguards consumers against improper marketing of financial
and real estate products and services. FICOM works with two self-regulatory
organizations, the Real Estate Council of British Columbia and the Insurance
Council of British Columbia, to oversee the activities of real estate agents;
salespersons and property managers; and insurance agents, salespersons and
adjustors. Through CUDIC, FICOM also insures credit union deposits and non-
equity shares up to a maximum of $100,000 per separate deposit per credit union.

As of March 31, 1997, there were 99 credit unions in the province with total assets
of $19.8 billion; 49 trust companies with total deposits in British Columbia of

$8.1 billion; 296 insurance companies with annual premium revenues from

British Columbia operations of almost $3.5 billion; 16 captive insurance
companies; and 1,335 registrants under the Mortgage Brokers Act. In addition,
there were 18,580 registrants under the Real Estate Act and 20,987 insurance
agents, salespersons and adjusters under the Financial Institutions Act.

The British Columbia Community Financial Services Corporation was established
in 1994 to provide financial services to residents of Vancouver’s inner city area
who may not otherwise have access to basic banking services. Four Corners
Community Savings was opened by the corporation in Vancouver's Downtown
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Eastside area in April 1996. This community-based financial institution is operated
by the corporation and is regulated by the Superintendent of Financial Institutions.

The British Columbia Securities Commission is an independent Crown agency
responsible for administering and enforcing the Securities Act. The commission
ensures that investors have access to the information needed to make informed
investment decisions; provides rules of conduct for securities market participants;
establishes qualifications and standards of conduct for people registered to advise
investors and to trade on their behalf; and protects the integrity of the securities
markets and the confidence of investors.

In 1995, the Securities Act was amended to structure the commission as an
independent Crown agency with greater financial autonomy; increase the
maximum number of commissioners; create a securities policy advisory committee
to advise the commission on administrative, regulatory and legislative matters;
create a new system for the regulation of investor relations activities; empower the
commission to make legally binding rules to regulate conduct and practices;
strengthen the commission’s investigation and enforcement functions; and
streamline and consolidate the legislation for securities and exchange contract
dealers.

In 1996/97, the commission had a staff of 166 people and operating expenses of
$13.1 million, funded by registration, prospectuses and other filing fees paid by
the industry. 1996/97 was a year of record capital market activity; 13,772
individuals and 235 firms were registered to trade in securities (up almost

12 per cent from the previous year). The commission received 1,770 prospectuses
and 729 requests for discretionary exemptions from legislative requirements. The
commission also sanctioned 29 respondents through its hearing decisions, and
sanctioned 37 other respondents through settlement agreements with the Executive
Director. Local and national prospectuses (not including mutual funds) qualified
issuers to raise over $41 billion this past year. The commission web site
(www.bcsc.bc.ca) was expanded to enhance public access to investment and
regulatory information. The commission’s Public Information Centre received 5,320
requests for public files, and distributed 24,000 commission brochures.

Chapter 4 describes the industrial composition of the provincial economy, and
highlights the physical infrastructure — highways, rail lines, airports, deep sea
ports and communications networks — which support economic development.
The provincial government also supports trade, and fosters economic growth and
diversification through programs which provide information and advice to small
businesses, encourage entrepreneurship and co-operative developments, enhance
scientific and technological capacity, and increase British Columbia’s
competitiveness in domestic and overseas markets.

The Ministry of Small Business, Tourism and Culture (MSBTC) targets its resources
to support small business and co-operative development in British Columbia
through one-stop business registration, programs for youth entrepreneurship,
promotion of co-operatives, providing business information through the Canada/
BC Business Service Centre, and ongoing consultations. MSBTC consults with the
small business community on an ongoing basis to determine future programming
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needs, and to address gaps in service. The ministry consults with small business
owners and operators, Chambers of Commerce, the Canadian Federation of
Independent Businesses, the Canadian Co-operators Association and other co-
operative stakeholders. Appendix Table A6.2 outlines some financial incentive
programs provided by the ministry.

Government Agents (GAs) provide public access to a wide array of provincial
government services, programs, and information through 58 local offices. GAs do
not administer their own programs, but deliver over 50 programs for more than
30 provincial government ministries and agencies. Collectively, GAs serve a
population of 1.5 million, process an average of 11,000 transactions per day, and
collect about $7 million per day in revenue. For a list of Government Agent
offices, see Appendix 9.

The recently introduced One-Stop Business Registration program is a user-friendly
computer program that enables new and existing businesses to complete multiple
government applications quickly and efficiently. The program is available at
personal computer workstations in nine locations across the province.

MSBTC provides ongoing support to business through the joint federal/provincial
Canada/BC Business Service Centre in Vancouver. The centre provides market
data and statistics, information about basic legal requirements, industry specific
business planning guides, and information on importing and exporting. The centre
maintains an award winning Internet website, http://www.sb.gov.bc.ca/smallbus/
sbhome.html, which includes a complete business plan package with the
Interactive Business Planner.

The Youth Business and Entrepreneurship Training program (You BET!) is
designed to increase youth awareness of business careers. You BET! provides
information on how to start a new business, and introduces youth to business
networks and resources. In 1996, 1,600 young people participated in the program.

In 1997/98, MSBTC will focus on Co-operative Development and Youth
Entrepreneurship. These programs focus on enhancing job creation, economic
growth and improving community life by promoting partnerships in both the co-
operative and business sectors.

The Co-operative Development Program has four strategic thrusts:

* using the co-op model as a vehicle to stimulate economic and community
development;

« using the co-op model as an alternative service delivery mechanism;

* creating a receptive culture in British Columbia toward co-operatives through
information and education; and

 updating the Co-operative Association Act.
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The Science and Technology Branch of the Information Science and Technology
Agency provides leadership, coordination, and funding to enhance

British Columbia’s scientific and technological capacity and the development of
the high technology sector. The branch provides programs and funding for
research and development, technology commercialization, development
infrastructure for high technology, human resources development and career
encouragement, and awareness of British Columbia’s scientific and technological
capability. In 1996/97, the branch invested $21.9 million in these areas. The
branch’s major programs are listed below.

» Technology BC provides assistance for companies to develop new products,
processes or high technology services, and for university/business collaborations
to further develop technologies and solve industry problems. This program is
administered by the Science Council of British Columbia.

» Technology Assistance Program focuses on small, medium-sized and regional
companies, and provides research or engineering assistance for small projects to
enhance industrial outputs or develop new products or processes.

» Market Assessment of Research and Technology provides assistance to
researchers to determine the market potential of their discoveries and
innovations at the pre-competitive stage of development.

* Product Development Fund assists the development of new products or
processes involving the application of advanced systems technologies to meet
industrial needs.

 University Industry Liaison Offices assists universities to identify new
technologies with commercial potential developed by their researchers, and to
identify commercial partners for further development and commercialization of
innovations.

The International Branch of the Ministry of Employment and Investment (MEI)
develops provincial trade policies and provincial trade negotiation strategies, and
advances the province’s interests in trade disputes.

The trade policy unit develops provincial trade policy options and strategies. The
unit advances British Columbia’s positions for international and internal trade
negotiations, including the General Agreement on Tariffs and Trade; the North
American Free Trade Agreement and its parallel accords on labour and the
environment; Canadian intergovernmental negotiations on interprovincial trade;
and other trade and investment-related negotiations.

The trade advisory unit co-ordinates the provincial government’s involvement in
the implementation of international trade agreements, and represents the
provincial government’s interests in disputes and issues arising from these
agreements. The unit also reviews other ministries’ policy and program initiatives
to ensure they are consistent with Canada’s international trade agreement
obligations.

The Ministry of Employment and Investment is responsible for developing
institutional infrastructure for international business activity in British Columbia,
including:
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« the International Financial Centre in Vancouver, which assists registered financial
institutions to benefit from tax and regulatory exemptions under provincial
legislation while conducting international financial business with non-residents of
Canada;

« the Asia Pacific Foundation, an independent, non-profit organization that
advances knowledge and understanding between the peoples and institutions of
Canada and the Asia Pacific region; and,

« the International Maritime Centre, a non-profit society that markets
British Columbia to international shipping companies, and facilitates the
establishment of international shipping-related operations in the province.
Twenty companies have relocated to, or established head offices in,
British Columbia creating more than 300 permanent skilled jobs.

The British Columbia Trade and Investment Office (BCTIO) was established within
the Ministry of Employment and Investment in March 1996. It provides one-stop
access for both investors and exporters by combining the functions of the former
British Columbia Trade Development Corporation, the British Columbia
Investment Office, and the ministry’s Industry and Investment Division. The
creation of BCTIO has resulted in a more coordinated, integrated, and effective
approach to industry development, investment, and export activities.

The Investment Facilitation Branch of BCTIO monitors investment activities, and
facilitates business investment under the investor and entrepreneur immigration
programs of the federal Immigration Act. The branch works with British Columbia
businesses and development agencies, and with prospective and new immigrant
investors and entrepreneurs, to identify investment and partnership opportunities
which will advance the provincial government’s economic development objectives.
To attract qualified, experienced business people, the branch conducts targeted
marketing activities, domestic orientation seminars, investment match-making and
individual counselling. It also facilitates the immigration of essential management
personnel for corporations wishing to relocate to British Columbia.

Immigrants entering British Columbia under the investor category must invest a
minimum of $350,000 over a five-year period in business activities acceptable to
the provincial government. In 1996, 682 investors — 54 per cent of Canada’s total
— located in British Columbia. Immigrants entering under the entrepreneur
category are expected to actively manage a business investment of at least
$150,000 in the Lower Mainland, or at least $90,000 elsewhere in the province. In
1996, British Columbia was the stated destination for 1,065 entrepreneurs — about
one third of Canada’s total. Significant numbers of immigrant entrepreneurs also
arrive in British Columbia via other provinces.

The Ministry of Small Business, Tourism and Culture fosters growth in

British Columbia’s tourism industry. The Tourism Division operated as a Special
Operating Agency during most of 1996, and became a crown corporation in June
1997 with the passage of the Tourism British Columbia Act. The corporation is
responsible for promoting the development and growth of the tourism industry,
and for increasing tourism revenue and employment throughout the province. The
corporation receives funding from a 1.65-per-cent share of revenue raised from the
8-per-cent provincial hotel room tax. Tourism British Columbia’s share of the hotel
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room tax revenue is estimated at $18 million in 1997. A 15-member board,
comprised of representatives from the tourism industry and from government,
provides direction for the corporation’s activities.

The Ministry of Finance and Corporate Relations provides services to the
provincial government and to some Crown corporations and agencies, including
purchasing, vehicle management, protocol services, and business and
demographic statistics and analysis. Other products and services include printing,
publishing, stationery products, mail processing and distribution, warehousing,
product distribution, and the disposal of surplus Crown assets. The Purchasing
Commission spent $220 million for goods and $130 million for services in 1996/97.

The provincial government encourages efficient, sustainable, and environmentally-
sensitive management of the province’s natural resources — forests, minerals, oil
and gas, hydroelectricity, agricultural land, and fisheries — to ensure the long-term
economic prosperity of the province.

Forests cover nearly two-thirds of the province. The British Columbia government
has a higher degree of responsibility for forest management than most other
jurisdictions in the world because the government owns more than 90 per cent of
the province’s forest land.

The provincial Forest Practices Code is a comprehensive package of legislation,
regulations, standards and field guides to govern forest practices in

British Columbia. The code applies to more than 93 per cent of British Columbia’s
forest land, including all private land in Tree Farm Licences (TFLs) and woodlot
licences. The code sets rigorous standards for forest management, and enforces
them with tough penalties to ensure that forest practices are environmentally
sustainable.

With the exception of some private lands, the Ministry of Forests is responsible for
making timber available to the forest industry at an approved rate of harvest,
through cutting permits or licences. For this and other related purposes, the
province is divided into forest management units — 37 timber supply areas and
34 tree farm licences. Responsibility for timber harvesting and related forest
management activities is shared by the Ministry of Forests and the licensees. In
1996, the timber harvest was 75.2 million cubic metres (see appendix table A4.2).

The allowable annual cut (AAC) is defined as the allowable rate of timber harvest
from a specified area of land. The chief forester sets AACs in accordance with
Section 8 of the Forest Act. By law, in British Columbia, the AAC must be
reassessed at least once every five years. The Timber Supply Review program
began in 1992 with the goal of updating timber supply information in each of the
37 timber supply areas (TSAs) and 34 TFLs throughout the province. The main
objectives of the Timber Supply Review are to:

« identify the economic, environmental and social information that reflects current
forest management practices, including the effect on short-and long-term timber

supply;
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« identify where improved information is required for future timber supply
forecasts; and,

« provide the chief forester with information to make any necessary adjustments to
the allowable annual cuts.

The first round of the Timber Supply Review was completed in December 1996.
Overall, the Timber Supply Review resulted in a 325,000 cubic metre

(0.5 per cent) decline in the provincial AAC. Local impacts of the Timber Supply
Review varied significantly with AAC reductions in 32 management units, increases
in 19 units, and no change in 20 units. Also, as a result of this review, there have
been changes in the types of wood available under the AAC, and in the types of
terrain where harvesting occurs. Work is underway on the second round of the
Timber Supply Review. By December 2001, new AACs will be determined for all
TSAs and TFLs.

In April 1994, the government announced a forest renewal plan to enhance the
productive capacity and environmental values of forest lands, create jobs, provide
training for forest workers, and strengthen communities that depend on the forest
industry. Forest Renewal BC (FRBC) is the Crown corporation established to
implement the plan. The corporation is a partnership between government, the
forest industry, workers, First Nations, environmental groups, and communities.
More information on FRBC is provided in Chapter 7.

The Jobs and Timber Accord, an agreement between government and the forest
industry, was announced in June 1997. The accord represents the commitment of
both parties to work co-operatively to increase the number of direct jobs in
British Columbia’s forest sector by 22,400 by the year 2001.

The ministry is also responsible for setting the price of Crown timber and for
collecting timber-related revenues. Net revenue (excluding transfers to FRBC)
associated with the harvesting of Crown timber was $1.4 billion in 1996/97. This
includes revenue from timber sales under the Small Business Forest Enterprise
Program.

The Small Business Forest Enterprise Program (SBFEP) sells Crown timber
throughout the province to individuals and small firms. The Ministry of Forests,
which manages SBFEP, constructs access roads and bridges to develop timber for
future sales, and undertakes silviculture and other forest management activities in
SBFEP areas.

SBFEP accounts for 9.3 million cubic metres or 13 per cent of the Crown allowable
annual cut. In 1996/97, 65 per cent of SBFEP volumes were awarded through a
competitive process to the highest bidder, and the remaining 35 per cent was
allocated to bid proposal sales. These sales are awarded to firms that submit the
best proposal for remanufacturing lumber or producing specialty wood products
to increase regional economic diversification and enhance employment
opportunities. Current registration in SBFEP is approximately 2,100 independent
firms and individuals of which 1,750 are loggers and 350 are timber processors.
The timber processors include independent primary sawmills, shake and shingle
plants, lumber remanufacturers and specialty wood producers.
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In 1996/97 SBFEP collected revenues from timber sales of $347 million, of which
$24 million was transferred to FRBC. Ministry program expenditures were

$149 million, including almost $120 million paid to contractors to construct roads,
reforest land, measure and protect the timber resource and assist in the planning
of forest management activities.

Reforestation and Provincial silviculture activities include monitoring standards of reforestation on

Silviculture Crown and regulated private forest lands; reforesting certain types of previously
logged Crown forest land with commercially valuable trees; improving the value
and productivity of the provincial forest resource; and providing tree seeds and
seedlings. The number of seedlings planted yearly on Crown land, by private
industry and government, reached an all time high of 258 million in 1995.

Starting in 1994/95, FRBC began funding stand tending and backlog reforestation
silviculture work. The FRBC business plan projects ongoing investment in
silviculture work, combined with the achievement of job creation and training
goals established by the BC Forest Renewal Act and the Jobs and Timber Accord.

Table 6.3 Silviculture Funding in British Columbia

Small Forest
Business Resource Training and South

Ministry Enterprise Forest Development Employment Moresby Park

Operations? Account Renewal BC Agreement? Programs Replacement Total3 Change
($ millions) (per cent)

134.7 10.3 65.6 4.5 2.2 217.3 5.9
185.0 17.8 1.7 454 3.2 212.2 —-2.3
200.6 20.2 20.0 424 25 247.5 16.6
184.5 22.3 23.2 6.74 1.7 238.4 —-3.7
183.35 28.9 31.7 13.46 2.1 259.4 8.8
155.9 34.7 10.0 32.0 9.87 1.2 243.6 —6.1
84.6 33.0 25.4 30.0 — 11 174.1 —28.5
60.0 31.0 65.7 — — 1.0 157.7 —-9.4

Source: Ministry of Forests.

1 Due to a change in reporting procedures, administration is not reported in Ministry Operations numbers from 1994/95 onward.

2 Includes federal funding under the agreement.

3 Excludes silviculture expenditures by forest industry required under harvesting agreements.

4 Funded by the Ministry of Social Services.

5 Includes funding from the Build BC Special Account.

6 Forest Worker Development Program, which includes funding from Ministry of Social Services and the Build BC Special Account.

7 Forest Worker Development Program, which includes funding from Ministry of Skills, Training and Labour and the Build BC Special Account.

8 Estimate.
Forest Protection and The forest protection program protects British Columbia’s forest and range
Fire Suppression resources from wildfires. Wildfires increasingly threaten people and developments

outside of and adjacent to organized communities. Protection of human life,
private property and improvements are especially important. During the 1996 fire
season, there were 1,343 wildfires that burned 22,048 hectares of land.

In addition to fire suppression, the program also provides for the use of fire under
prescribed conditions to meet specific land and resource management objectives,
such as improving range lands for domestic livestock; improving habitat and
forage for wildlife; preparing areas for reforestation; and reducing wildfire hazards.
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During 1996/97, $82.3 million was spent on the fire suppression program —
$45.2 million to prepare for the fire season and $37.1 million to directly fight
wildfires. In comparison, $84.1 million was spent in 1995/96 to suppress 1,487
wildfires.

The Ministry of Employment and Investment regulates the energy and minerals
industries to ensure British Columbians get maximum benefits from developing
these resources. The ministry regulates oil and gas exploration and production
activities, mine worker safety, and mine reclamation practices; administers laws
relating to mineral, oil and gas tenures, and resource revenue collection; and
conducts economic, geological, and statistical studies.

In the industrial minerals sector, a provincial initiative promotes the marketing of
provincial industrial minerals to countries in the Pacific Rim and Europe.

The ministry and the Geological Survey of Canada continued in the second year of
the five-year Nechako Plateau-Babine Porphyry Belt mapping program to detail
the Nechako River, Fort Fraser, and parts of Smithers and Prince George areas.

The ministry’s geoscience programs focus on frontier areas with development
potential but where geological information is poor or lacking (Toodoggone South,
Gataga, Tatogga, Sitlika and Babine), and also on regions where existing mines
are expected to close in the next few years, such as in the East Kootenays and the
northern Selkirks.

The results of the 1995 East Kootenay airborne geological survey, funded by the
provincial government, were released in July 1996 and early 1997. Several new
mineral claims were staked as a result of the survey. Results of the Regional
Geochemical Survey of the Cry Lake area were also released in 1996. Numerous
new mineral claims were staked and exploration is continuing in the area.

The British Columbia Prospector’s Assistance Program supports grassroots
exploration for new mineral deposits by individual prospectors and provides

75 per cent of eligible costs to a maximum of $10,000 per year, per individual. In
1996/97 the program awarded grants totalling nearly $509,000 to 68 of 123
applicants. Sixty-five per cent of the grants were issued to prospectors exploring
for lode base and precious metal deposits. Sixteen of the grant recipients had
concluded agreements with exploration companies or other investors for further
exploration as of January 31, 1996.

In 1996/97, the provincial government issued three long-term and 21 short-term
natural gas energy removal certificates under its natural gas removal policy, which
ensures security of supply and fair market pricing. A total of 11.4 billion cubic
metres of natural gas was exported in 1996 — 10.3 billion cubic metres to the
United States, and 1.1 billion cubic metres to the rest of Canada.

Imperial Oil is continuing a four-year, enhanced, oil-recovery pilot project in
northeastern British Columbia. The project could result in a commercial initiative
generating $250 million and creating 250 person-years of direct employment.
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The Clean Choice Program provides grants to help customers in the Vancouver
Island, Sunshine Coast, Squamish and Powell River areas reduce the costs of
converting homes and businesses to natural gas. From the program’s introduction
in 1991 to June 1, 1997, a total of 32,147 Clean Choice grants worth $19 million
were paid to residents and businesses.

British Columbia was one of the first provinces to bring in energy efficiency
legislation. Standards introduced under the Energy Efficiency Act since 1991 have
cut energy costs for homes and businesses. There are now minimum energy
efficiency standards for residential, commercial, and industrial products sold in
British Columbia. Energy efficiency regulations are based on national standards
developed by organizations such as the Canadian Standards Association and the
Canadian Gas Association.

The North American power sector is undergoing deregulation, which will result in
more competition for monopoly utilities and greater customer choice. The
conditions driving these changes are not as prevalent in British Columbia, because
of the province’s low-cost, hydroelectric-based system. However, the provincial
government is monitoring the changing market to ensure that British Columbia’s
electricity sector remains competitive with neighbouring jurisdictions, and
continues to benefit from electricity trade through increased access to markets in
the United States.

Electricity sector initiatives will ensure that British Columbia retains its enviable
position as one of the lowest cost jurisdictions in North America. Key initiatives
include the following:

« British Columbia Hydro and Power Authority (B.C. Hydro), at the provincial
government’s direction, is continuing to diversify its resource base to create jobs
and opportunities for private sector investors. B.C. Hydro will acquire more than
300 megawatts of new capacity from wood-residue and natural-gas-fired
cogeneration projects at Prince George, Skookumchuk, and Campbell River. As
electricity demand grows, there will be more opportunities for private sector
involvement in developing cogeneration projects.

« After a 1995 public review by the British Columbia Utilities Commission, B.C.
Hydro took steps to provide new services to its customers. B.C. Hydro became
the first utility in Canada to develop a tariff for wholesale transmission services,
which provide other utilities and independent power producers with access to
B.C. Hydro’s transmission system for wholesale transactions. The commission
reviewed and approved these services for implementation in January 1996. In
1996, B.C. Hydro also introduced an experimental program that offers industrial
customers real-time pricing at market-based rates for a portion of their electrical
loads.

« On March 26, 1997, the provincial government created a special task force to
examine the need for further electricity market reforms in British Columbia. The
task force’s mandate is to develop measures to help ensure job creation and
economic development; greater choice for electricity consumers; continued
public stewardship of the province’s hydroelectric endowment; reasonable
access for electricity producers; maintenance of high-reliability standards; access
to export markets for electricity; and continued incorporation of environmental
and social considerations in the electricity industry’s management and regulation.
The task force is expected to report on its findings by December 31, 1997.
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» The Columbia River Treaty’s downstream power benefits revert to the provincial
government’s control between 1998 and 2003. The provincial government is
committed to use this power (1,400 megawatts of peak capacity and 4,800
gigawatt-hours per year of electrical energy) to promote economic development
and job creation in the province. New legislation makes the downstream power
benefits available to existing and new industries to create and preserve jobs in
British Columbia. The provincial government is also prepared to sell amounts of
the downstream power benefits not required in British Columbia to purchasers
in Alberta and the United States under short and medium-term contracts.

Under the Columbia River Treaty and agreements with Canada, British Columbia
will receive 1,400 megawatts of downstream benefits power, in stages between
1998 and 2003, as 30-year sales agreements made in the 1960s expire. This power
is Canada’s 50 per cent share of the increased power-generating potential in the
United States that is attributable to flow regulation provided by the three, large
storage dams constructed on the British Columbia portion of the Columbia Basin.

In November 1996, an agreement was reached to return the downstream benefits
at no charge to British Columbia over existing transmission lines, thereby avoiding
the creation of a new transmission corridor in the Okanagan Valley that the Treaty
would have otherwise required. There are now legislative measures to use the
downstream benefits as part of British Columbia’s economic development and jobs
strategy.

The Columbia Basin Trust was established in July 1995, by the provincial
government’s Columbia Basin Trust Act, to manage the region’s share of
downstream benefits from the Columbia River Treaty and to deliver social,
environmental and economic benefits to the Basin and its residents.

The provincial government entered into an agreement with the Trust to provide
financing under three programs: power project funding of $250 million over

ten years; a regional benefit amount of $45 million paid in April 1996 for
investment purposes; and Trust operations and programs development funding of
$32 million over sixteen years. The provincial government also committed to join
the Trust in power project joint ventures through its agent, Columbia Power
Corporation (see Chapter 7), and to provide the corporation with $250 million of
funding over ten years for that purpose. By supplementing their funding by
borrowing, the Trust and CPC will aim for total power project investment in the
Columbia Basin of $1 billion over a ten-year period.

The Ministry of Agriculture, Fisheries and Food is guided by two broad strategic
objectives. The first is to undertake policies and programs that enable the agri-
food industry to be competitive, encourage industry diversification and investment,
and stimulate job creation. The second is to undertake resource management and
planning to maintain the quality and availability of land and water for the
province’s agriculture and fish industries.

The provincial and federal governments participate in a four-year bilateral
agreement which provides three types of safety net programs for agriculture: crop
insurance, income stabilization, and other programs such as agricultural
investment funds.
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The crop insurance program insures farmers against effects of crop losses due to
uncontrollable natural hazards. In the 1996 crop year, 1,255 British Columbia
farmers obtained crop insurance coverage. Insurance premiums are paid by
farmers and the provincial and federal governments. Premiums totalled

$7.8 million, while $5.6 million was paid out in compensation.

Multi-peril Crop Insurance was introduced in 1997 to increase the number of farms
and crops insured. The value of crops covered is expected to more than double,
from $78 million in 1996, to $160 million in 1997. This is to be achieved by
redirecting the premium subsidy from a flat rate schedule of 50 per cent of all
types of coverage sold in 1996, to a full subsidy on the basic coverage, with extra
coverage available at an unsubsidized rate. The basic coverage is available for
$100 per insurance policy plus $75 per crop covered. Farmers producing any of
the 30 crops eligible for insurance now have more flexibility to purchase a
package of insurance that meets their risk management needs and budgets.

Market prices for agricultural commodities can vary dramatically from year to year.
The Net Income Stabilization Account program (NISA) protects farmers from
income losses resulting from decreased market prices, or increased production
costs. This program is managed by the federal government which directs
contributions by both the federal and provincial governments, and contributions
by farmers, to farm savings accounts. Withdrawals from the accounts by farmers
will occur during years of low income.

Other programs are available under the National Safety Nets framework
agreement, which has nearly doubled federal funding in the province for the years
1995/96 to 1998/99. Currently there are eleven agricultural investment funds in
British Columbia, administered by commodity organizations, with assets totalling
$40 million.

The Feeder Associations Loan Guarantee Program encourages the rearing of cattle
and sheep within the province, instead of exporting them to feedlots in the United
States or Alberta. The province guarantees repayment of 25 per cent of
outstanding loans. In 1996/97, eleven associations purchased a total of 27,041
animals valued at $10.3 million under the program. The associations are able to
borrow up to $39 million on the strength of the provincial government guarantee.
No claims have been made against the program since its inception in 1990. The
value-added contribution to the economy from this program was $7 million, and
56 employment years.

The Quality Wine and Grape Development Fund is a six-year $3 million industry
development fund which is cost-shared with industry. The fund provided $400,000
during 1996/97 for marketing, promotion, research and industry development.

The Partners in Progress Program develops partnerships which build industry self-
reliance, take advantage of market opportunities, resolve local issues, and develop
new business ideas within the agriculture, fisheries and food sectors. During
1996/97, 57 projects were approved with a total value of $950,000. The province
contributed funding of $400,000 with most of the balance coming from the private
sector.
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In December 1996, the provincial and federal government signed a three-year,
$1.9 million Farm Business Management Agreement. The agreement’s primary
objective is to improve the financial viability of farm operations by upgrading the
business management skills of Canada’s farm managers so that they are able to
compete more effectively in domestic and international markets.

In February 1997, the federal government announced funding for a new
agricultural industry organization, the BC Investment Agriculture Foundation. The
Foundation has received federal funding commitments of $21.8 million under the
Canada-British Columbia Agricultural Safety Net Agreement, and $2.78 million
under the Canadian Adaptation and Rural Development Fund. The Foundation will
fund initiatives that foster increased long-term growth, employment, and
competitiveness in the province’s agriculture, food and associated industries.

The Farm Practices Protection (Right to Farm) Act, proclaimed in April 1996, is
designed to improve the relationship between farm and non-farm neighbours, and
to protect farming from the pressures created by increasing levels of urbanization.
Farmers who follow practices which meet the requirements of the act are exempt
from local nuisance bylaws.

The act also creates a dispute resolution process. In the first year that the act was
in effect, the Ministry of Agriculture, Fisheries and Food handled over 300 farm
practices cases via its informal ‘concerns’ process. In only six instances were
formal complaints filed with the Farm Practices Board, and two of these were
subsequently withdrawn.

The Aquaculture and Commercial Fisheries Branch facilitates the development of a
competitive and environmentally responsible fisheries/aquaculture sector that
enhances the economic strength of communities, and the province, by
encouraging industry diversification, investment and employment.

The provincial government’s commercial fisheries management programs conserve
and manage wild oyster stocks, marine plants and associated habitats, and
facilitate development and diversification of the commercial fisheries and
aquaculture industries. These programs maintain population and habitat
inventories; manage, license and regulate fresh water commercial fisheries and
aquaculture enterprises; conduct biophysical inventories; license and regulate fish
processors, buyers, vendors and fish brokers; and represent the province in
international fisheries negotiations. Specific aquaculture programs include brood
stock development, knowledge development and technology transfers.

The Fisheries Development and Diversification Program is a provincial initiative
funded by the Ministry of Agriculture, Fisheries and Food and the Ministry of
Employment and Investment, and cost-shared with federal agencies and industry.
The program promotes responsible fishing practices, conservation and
management technology; sustainable diversification and development; and value-
added opportunities in the seafood sector.

Seven projects totalling $631,000 were supported in 1996/97. Provincial
contributions to these initiatives exceeded $133,500. The projects include seafood
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productdiversification,newandunder-utilizedspeciesdevelopment,technologies
to improve the biological knowledge of marine resources, responsible fishing
technologies, by-product utilization, and enhancement of existing fisheries
databases.

Under the Partners in Progress program, 17 projects totalling over $5 million were
also supported, with a provincial contribution of just over $1 million.

In July 1996, the Canada/British Columbia Memorandum of Understanding on
Roles and Responsibilities was signed. The understanding focused on two key
elements: a review of federal and provincial roles and responsibilities in the
salmon fishery; and a review to identify impacts of, and improvements to, the
federal Pacific Salmon Revitalization Plan (the Mifflin Plan) for restructuring the
province's commercial salmon fleet. Tangled Lines, the report of the tripartite
panel which reviewed the Mifflin Plan, made a number of recommendations to
mitigate the impacts of the plan.

The review of roles and responsibilities resulted in the Canada/British Columbia
Agreement on the Management of Pacific Salmon Fishery Issues, signed in April
1997. This agreement represents a significant breakthrough in British Columbia’s
quest for a greater role in the fisheries management. The agreement will provide
new measures to protect fish stocks and habitat, stimulate job creation in the
fishery sector, and provide new powers for fishing communities and stakeholders.
The agreement establishes the Canada/British Columbia Council of Fisheries
Ministers, the Pacific Fisheries Conservation Council, and the Fisheries Renewal
Advisory Board. In addition, under the agreement Canada and British Columbia
will each provide $15 million for habitat restoration, and have committed to
streamline services delivered by the two governments.

The Agricultural Land Commission is an independent agency of the provincial
government which identifies and protects the province’s agricultural land. The
commission’s function is to preserve agricultural land, as designated in the
agricultural land reserve, for present and future farm use. The commission decides
on applications for inclusion, exclusion, subdivision, and non-farm use of land in
the reserve which includes over 4.7 million hectares of land, or about 5 per cent
of British Columbia’s total land area.

The commission, as established under the Agricultural Land Commission Act,
reports to Cabinet through the Ministry of Agriculture, Fisheries and Food. The
commission encourages the establishment and maintenance of British Columbia’s
farms by preserving agricultural land, encouraging the use of land in the reserve in
a way compatible with agricultural purposes, and by assisting local governments
in the preparation of community land-use plans. In conjunction with local
authorities, the commission is also responsible for the enforcement and
administration of the Soil Conservation Act which regulates soil removal and the
deposit of fill in the reserve.

The commission also provides advice on policy documents affecting agricultural
land use throughout the province including official community plans and bylaws
developed by local governments, transportation and utility corridor proposals, and
reviews of agricultural land reserve boundaries. The commission actively
participates in the growth strategies and “Right to Farm” planning processes.
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Introduction Crown corporations and agencies are entities established or acquired by the
government and have a significant impact on British Columbia’s economy and its
citizens. These entities provide energy, insurance, transportation and
telecommunications services to provincial residents, and building, land
management and property assessment services to provincial and local
governments.

There are three types of Crown corporations:

» Commercial Crown corporations generate revenue from the sale of services at
commercial rates and pay their own operating expenses, including debt service
charges.

Economic development Crown corporations generally sell services to the public.
These corporations undertake projects that provide economic benefits to the
province, but may not break even. Therefore, they may receive some financial
assistance from the government or receive dedicated revenue.

» Most of the remaining Crown corporations and agencies receive government
financial assistance to administer social and government services.

The operations of Crown corporations are recorded in their own financial
statements, which are subject to audit by the Auditor General or by private sector
auditors. The government’s consolidated revenue fund financial statements reflect
transactions between the government and its Crown corporations and agencies.
Combined financial results of the government and its Crown corporations and
agencies are reported in the government’s summary financial statements (see
introduction to Appendix 2 for more details).

The Crown Corporations Secretariat (CCS) in the Ministry of Employment and
Investment provides central agency support to government, including financial and
economic analysis, on all major operational and strategic issues in the Crown
corporations sector. CCS helps to ensure that Crown corporations operate within
the financial and policy parameters set by Cabinet.

Appendix Table A7.9 lists major British Columbia Crown corporations and
agencies by type and function, as well as their general mailing addresses and
telephone numbers. Appendix 7 also includes five-year comparative financial
information for certain Crown corporations. Appendix Table A2.11 summarizes the
outstanding net debt of provincial Crown corporations and agencies.
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British Columbia Hydro and Power Authority (B.C. Hydro) is the province’s largest
Crown corporation and the third largest electric utility in Canada. It serves

1.5 million customers in an area containing over 94 per cent of British Columbia’s
population. Between 43,000 and 54,000 gigawatt-hours of electricity are generated
annually, depending upon prevailing water levels, with more than 80 per cent
produced by major hydroelectric generating stations on the Columbia and Peace
Rivers. Electricity is delivered to customers through an interconnected system of
over 72,000 kilometres of transmission and distribution lines. B.C. Hydro’s installed
generating capacity at March 31, 1997 was 10,829 megawatts.

During 1996/97, the British Columbia Utilities Commission provided interim
approval for an updated tariff for wholesale transmission services which provide
other utilities and independent power producers with access to B.C. Hydro’s
transmission system for wholesale transactions. The Commission also approved
interim extension of B.C. Hydro’s real-time pricing rate, a service that offers
industrial customers market-based energy rates for a portion of their energy loads.

The provincial government has appointed a task force which will investigate
potential changes to the electricity market to allow customers greater choice in
services and in their power supplier. The task force is to provide options and
recommendations to the government by December 31, 1997. B.C. Hydro has taken
an active role in advising the task force.

Also during the year, the provincial government enacted legislation which freezes
the electrical rates charged to residential customers from January 1, 1996 to
March 31, 1999.

Net income for the year ended March 31, 1997 was $339 million, $189 million
higher than 1995/96. The increase in net income was principally due to an
increase in electricity trade and domestic revenues, and lower finance charges (see
Table 7.1).

Residential revenues of $866 million were $44 million, or 5.4 per cent higher than
in 1995/96 due to continued strong customer growth and colder temperatures in
the Lower Mainland, Vancouver Island and Northern regions of the province. More
than 26,000 residential customers were added to Hydro ‘s system during the year.

Revenue from light industrial and commercial customers was $809 million, up
$19 million, or 2.4 per cent over 1995/96. Most of this increase resulted from the
addition of almost 2,500 new customers during the year.

Large industrial revenues were $471 million compared with $492 million for the
previous year. Mine closures, temporary pulp and paper plant shutdowns and
decreased sales to chemical customers, partially due to reduced demand for
chemicals from the pulp and paper industry, resulted in lower revenues for
1996/97.
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Table 7.1 British Columbia Hydro and Power Authority Financial and General Operating Data

Change

Fiscal year ended March 31, 1997 1996 1996-1997

Electric (per cent)
Installed generating and capacity (megawatts) 10,829 10,851 -0.2
Number of customers ... . e (thousands) 1,503 1,473 2.0
Electricity sold (dOMEeSC) ... (gigawatt-hours)2 = 44,658 44,395 0.6
Electricity sold (€XPOIt) ... (gigawatt-hours) 9,826 2,427 —
Peak one-hour demand ... (megawatts) 8,267 8,451 —-2.2

Residential service — average revenue per kilowatt hour ... (cents) 6.1 6.1 —

Gross revenue

($ millions)  ($ millions)  (per cent)

DIOMESTIC ..o 2,239 2,218 0.9

EIECHICILY trAUE ... e 164 51 —
TOT e e e e 2,403 2,269 5.9
Net operating iINCOME ... 339 150 126.0
Net capital assets (outstanding book value) ... 9,187 9,179 0.1
LONG-termM debt e 7,392 7,608 —2.8
Retained earnings ... . 1,201 1,141 5.3
Dividend to the province .. 279 115 143.0

1 Megawatt = one million watts.

2 Gigawatt-hour = one million kilowatt-hours.
Source: British Columbia Hydro and Power Authority.

Electricity Trade

Cost of Energy

Expenses

Electricity trade gross revenue, which represents sales and exchange of electricity
in the western United States and Alberta, was $164 million, an increase of

$113 million compared to the previous year. A high volume of surplus energy was
available for sale in the electricity trade market as a result of higher-than-average
inflows into the reservoirs and from a drawdown of the Williston Lake reservoir.
The drawdown was a precautionary measure due to two sinkholes detected at the
W.A.C. Bennett Dam.

Energy costs amounted to $514 million, an increase of $15 million or 3 per cent
from 1995/96. This compares with a 16.4 per cent increase in sales volumes. High
reservoir levels earlier in the year, greater water inflows into the reservoirs and the
required draw down of the Williston Lake reservoir allowed B.C. Hydro to use a
greater proportion of low-cost hydro generation to meet its increased energy
requirements. The increased use of hydro generation resulted in reduced short-
term energy purchases and curtailed use of the Burrard thermal generating station,
resulting in a significantly lower average unit cost of energy compared with
1995/96.

Operations, maintenance and administration (OMA) expenses of $415 million were
$17 million higher than in 1995/96. These costs increased primarily because of
$28 million in additional spending to investigate, survey and remediate the two
sinkholes at the W.A.C. Bennett Dam. Excluding costs associated with the
sinkholes, OMA expenses declined by $11 million despite over 29,000 customer
additions to the electric system during the year.
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Depreciation and amortization expenses increased to $322 million from
$307 million in the previous year. The increase reflects more assets in service to
support customer growth.

Finance charges decreased to $625 million from $746 million in 1995/96. Lower
short-term borrowing rates, the refinancing of existing debt at lower rates, and a
lower average level of net debt outstanding were the primary reasons for the
$121 million decline.

During 1996/97, B.C. Hydro paid a dividend to the province of $279 million,
compared to $115 million in the previous year. The higher dividend was due to
the increase in B.C. Hydro’s net income and an amendment to the directive which
defines the calculation of the dividend payment to the province for the years
1996/97, 1997/98 and 1998/99. The amendment requires the annual dividend to be
based on 85 per cent of distributable surplus, and supercedes the allowed return
on equity formula that was used in previous years.

Capital expenditures totalled $328 million, compared to $364 million in 1995/96.
This included expenditures to expand and improve the distribution system to
serve customer growth, and for upgrades to substation, transmission line, control
and communications, and generation systems.

British Columbia Railway Company (BC Rail), Canada’s third largest railway,
operates 2,314 kilometres of mainline track and 638 kilometres of industrial and
yard track and sidings throughout British Columbia (see Map 4.1, Chapter 4).
Connections at North Vancouver, Prince George and Dawson Creek provide the
railway with access to the North American railway network. Deep-sea bulk-
loading facilities are located at North Vancouver (Vancouver Wharves) and
Squamish, and a separate 37-kilometre rail line connects transcontinental rail
carriers to Roberts Bank, a port facility for coal mines in southeastern

British Columbia and Alberta.

In addition to rail operations and deep-sea terminal facilities, BC Rail has a
diversified revenue base which includes a real estate development company (BCR
Properties), a telecommunications firm (Westel Telecommunications), and a joint
venture management company (BCR Ventures). Nearly 44,000 acres of land and
approximately 500 leases are administered by BCR Properties. Westel
Telecommunications provides voice data and video image services to businesses
and residences throughout British Columbia over 2,000 kilometres of
communication lines. BCR Ventures was created in early 1996 to develop new rail
traffic through joint ventures in resource development projects along the BC Rail
system.

Although publicly owned, BC Rail operates as a commercial entity and competes
in the private sector with other railways, trucking firms, land developers, port
operators and telecommunications companies.

Details of consolidated operating results of BC Rail are shown in Table 7.2.
Operating revenues for 1996 were $419 million, a 1.5 per cent decrease from the
previous year. Operating expenses totalled $349 million, a 1.6 per cent increase
from 1995. Net income for the year was $36 million, down from $47 million in
1995. A $4 million dividend was declared payable to the provincial government in
March 1997, in respect of the 1996 operating year.
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Table 7.2 British Columbia Railway Company Consolidated Summary Income Statement
and Operating Data

Change

Fiscal year ended December 31, 1996 1995 1995-1996

($ thousands) ($ thousands) (per cent)
OPEratiNg FEVENUE ... 418,669 425,121 —-1.5
OPErating EXPENSE ... 348,565 343,045 1.6
OPErating INCOMIE ... 70,104 82,0716 —14.6
a1 CT (=) (27,200) (28,740) -54
Income and capital taXeS ... (6,607) (6,634) -0.4
[N AT 070 1 4 1< 36,297 46,702 —-22.3
Number of carloadings 202,816 221,371 -84
Tons hauled ..o .. 16,893,000 17,977,000 -6.0
Employees at year end 2,340 2,480 -5.6
Revenue per main track kilometre 181 184 -1.6

Source: British Columbia Railway Company.

Although BC Rail continues to diversify its revenue base, rail freight continues to
be the company’s core business. Revenues are derived from transporting the
following commodities, shown as a percentage of total revenue tonnage:

Coal .. 35 per cent
Wood Chips. ..o 15 per cent
Lumber. ... 13 per cent
Miscellaneous forest products. ....................... 11 per cent
PUID . 9 per cent
Other ... 17 per cent
Capital Expenditure In 1996, BC Rail committed $135 million to plant and equipment investment to

improve customer service, employee productivity and safety. Expenditures
included track and road bed improvements, the purchase of new railcars and
upgrading of existing railcars to meet customer requirements, terminal
improvements at Vancouver Wharves, and completion of an office building in
Prince George.

1996 Highlights BC Rail's net income of $36 million represented the 16th year of profitability for
the company out of the last 17 years of operation. Management initiatives
implemented by each subsidiary during the year focused on customer service and
revenue diversification.

All of BC Rail's operating companies compete in an environment driven by market
forces and a strong commercial ethic. However, in contrast to privately-owned
enterprises, economic benefits from BC Rail’s activities flow directly or indirectly
back to the province in the form of dividend payments, stable employment and
local purchases of goods and services. In addition to paying dividends, BC Rail
spent more than $419 million in British Columbia in 1996 — $233 million in
purchases of goods and services and engineering contracts; $152 million in payroll
and pension payments; and $34 million in provincial taxes. The company also
undertook $20 million in construction projects during the year.
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Insurance Corporation
of British Columbia

1996 marked the completion of BC Rail’s first strategic five-year plan. Major
accomplishments in the initial five-year plan included diversification into real
estate, wharfage and telecommunications services. Plan 2001, a new five-year
plan, has the following key goals:

« increase revenues and market share through service improvements and strategic
pricing initiatives;

« continue to increase productivity and operate as cost-effectively as possible; and

* pro-actively develop new rail traffic through joint venture initiatives.

The Insurance Corporation of British Columbia (ICBC) was established in 1973
under the Insurance Corporation Act to administer Autoplan, a compulsory
automobile insurance program. Under Autoplan, all licensed motor vehicle owners
in the province are required to buy basic insurance which includes accident
benefits, third party legal liability protection and under-insured motorist protection.
ICBC also offers motorists extended third party legal liability and other optional
coverage in competition with private sector insurance carriers.

ICBC operates on a non-profit basis. Insurance premiums are collected from over
two million motorists and the money is invested to generate revenue to help pay
for insurance claims. Government policy requires that motorist premiums cover
the cost of claims incurred. During 1996/97, the provincial government enacted
legislation which freezes basic car and truck insurance rates from January 1, 1996
to December 31, 1997.

Table 7.3 Insurance Corporation of British Columbia Operating Data

Change
Fiscal year ended December 31, 1996 19951 1995-1996
($ thousands) ($ thousands)  (per cent)
Revenue

Premium INCOME ... eeee s esess e 2,276,566 2,253,161 1.0
INVESTMENT INCOME ..ooooeeeee oot erese e 348,498 315,122 10.6
2,625,064 2,568,283 2.2

Claims and expenses
ClAIMS INCUITEA ... 2,125,476 1,967,308 8.0
OthEI EXPENSES ..o 634,465 538,721 17.8
2,759,941 2,506,029 10.1
NEL INCOME (JOSS) ..ot (134,877) 62,254 —
VERICIE POINCIES ..o 2,452,000 2,390,000 2.6
AVEIAgE PrEMIUNM oo $890 $917 -2.9
Number of reported claims for poliCy Year ... 949,000 849,000 11.8
UNPAIA CIAIMS ..o 3,666,052 3,387,968 8.2
Average number of employees?2 ... 4,160 3,923 6.0
Investments at year end ... ($ thousands) 4,927,785 4,582,717 7.5
TOLAl ASSELS ..o ($ thousands) 5,306,572 4,962,905 6.9
Rate stabilization reserve fund ... ($ thousands) 210,304 345,181 —-39.1

1 Some of the statistics for the prior year have been restated to conform with current practices.
2 Average number of employees for 1996 include 95 employees of the Motor Vehicle Branch transferred from the Ministry of Transportation and
Highways on November 18, 1996. If these employees had been included for the entire year, the average number of employees for 1996 would have

been 4,510.

Source: Insurance Corporation of British Columbia.
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Responsibility for most of the operations of the Motor Vehicle Branch in the
Ministry of Transportation and Highways, and a portion of motor vehicle licence
revenue, were transferred to ICBC in 1996. The corporation now administers
vehicle licensing and registration, and issues drivers’ licences.

ICBC supported numerous traffic safety initiatives during the year, including the
implementation of photo radar cameras; development of the administrative driving
prohibition and vehicle impoundment programs; continued funding of enhanced
speed corridor enforcement activities; expanded support for the drinking driving

CounterAttack program; and municipal assistance for intersection and roadway

improvements. ICBC also supported expanded fine collection measures and the

introduction of a state-of-the-art digitized photo driver’s licence system.

Operations ICBC reported net loss of $135 million from its operations in 1996, compared to a
net profit of $62 million in the previous year. The main reasons for the loss were

higher-than-expected claim costs due to adverse weather conditions, increased

litigation costs and larger court awards.

ICBC sold 2.5 million Autoplan policies, and generated $2.3 billion in premium

income in 1996. Premium revenues are invested until money is required to make
claim payments. In 1996, investment income totalled $349 million, or $142 per
insurance policy. The number of claims reported during 1996 was 949,000, an
increase of 11.8 per cent from 1995. The cost of settling claims increased by

8 per cent to $2.1 billion.

Liquor Distribution The Liquor Distribution Branch (LDB) manages the distribution of alcoholic

Branch beverages in British Columbia in accordance with the Liquor Distribution Act.
LDB'’s corporate objectives are to provide a high level of customer service, meet
provincial government revenue targets, provide suppliers with controlled and fair
access to the marketplace, foster a healthy business environment for the province’s
alcohol beverage industry, and encourage responsible and moderate use of

alcohol.

Table 7.4 Liquor Distribution Branch Summary Income Statement

Change

Fiscal year ended March 31, 1997 1996 1996-1997

($ millions) ($ millions) (per cent)
SAIES .o 1,539.7 1,498.1 2.8
Less discounts and commissions 40.0 38.6 3.6
[T ARCT=1 [T N 1,499.7 1,459.5 2.8
Cost of Merchandise SOIA ... 751.9 733.1 2.6
GIOSS MAIGIN ..ooooeeeeeeeeeeee ettt 747.8 726.4 2.9
OPEIAtiNG EXPENSES ..ot 164.0 162.0 1.2
583.8 564.4 3.4
(@1 1T 0 o7 ] 41 3.3 3.1 6.5
LY AT ToT o o [ 587.1 567.5 35

Source: Liquor Distribution Branch.
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British Columbia
Lottery Corporation

At March 31, 1997, there were 222 government liquor stores (up from 220 in the
previous fiscal year), and 142 rural agency stores. Rural agency stores are located
in premises that may also sell non-alcoholic products. During 1996/97, the value
of LDB retail sales increased 2.8 per cent to $1.5 billion, and net income increased
by 3.5 per cent to $587 million (see Table 7.4).

The British Columbia Lottery Corporation has responsibility for the conduct and
management of lottery games within British Columbia, and cooperates with other
provinces in the conduct and marketing of nation-wide games. The corporation
has its headquarters in Kamloops and employs over 350 people throughout the
province.

The corporation offers nine lottery games, seven of which are conducted solely by
the corporation. The remaining two are a joint undertaking with the
Interprovincial Lottery Corporation. The corporation’s products are available
through a network of licensed retailers throughout British Columbia.

Table 7.5 British Columbia Lottery Corporation Summary Income Statement

Change
Fiscal year ended March 31, 1997 1996 1996-1997
($ millions) ($ millions) (per cent)
Y= 1= 867.5 797.0 8.8
Direct expenses
174 456.5 416.7 9.6
Retailer COMMISSIONS ... 57.6 54.4 5.9
Ticket printing and biNQO PAPET ... 15.7 15.6 0.6
Sales less direCt @XPENSES ... 337.7 310.3 8.8
Operating expenses
AdMINIStrative eXPENSES ... 52.8 52.8 —
W L0 174= 11 0] o 5.7 3.3 72.7
Interest and other INCOME ... (5.2) (6.4) —18.8
GO00dS AN SEIVICES X ..ot 11.5 10.0 15.0
64.8 59.7 8.5
LY BT o 2 = 272.9 250.6 8.9
Distribution of net income
Government Of Canada ... 6.7 6.5 3.1
Province of British Columbia ... 266.2 244.1 9.1
272.9 250.6 8.9

Source: British Columbia Lottery Corporation.

Operations
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The corporation’s sales increased 8.8 per cent to $867 million in 1996/97, mainly
due to large Lotto 649 jackpots and the introduction of Club Keno. Prizes paid to
lottery players increased 9.6 per cent to $456 million. Net income to the provincial
government was $266 million, an increase of 9.1 per cent. Details of operating
results are given in Table 7.5.
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Columbia Power Corporation (CPC) is wholly owned by the province of

British Columbia. It was established under the Company Act in April 1994 to
administer hydroelectric assets and resources acquired from Cominco Ltd. CPC
received the rights to expand the electricity-generating capacity at Cominco’s
Brilliant and Waneta dams. CPC will also acquire, for resale, seasonal surplus
power in the amount of 250 gigawatt hours per year from Cominco Ltd. until
December 31, 1998. CPC will represent the province in joint ventures with the
Columbia Basin Trust to undertake power projects with respect to the Columbia
Basin Accord (see Chapter 6 for more information on the accord).

In May 1996, CPC and the Columbia Basin Trust jointly purchased the Brilliant
Dam and generating station from Cominco. Additional power project investment
opportunities are currently being pursued.

The BC Transportation Financing Authority (BCTFA) was established in 1993 by
the Build BC Act to coordinate, plan, finance, build and maintain transportation
infrastructure in British Columbia. BCTFA works with provincial government
ministries and transportation Crown corporations and agencies to ensure that
transportation investments meet the province’s priority needs. BCTFA also works
with local governments to develop regional and corridor transportation and land-
use strategies.

BCTFA looks for ways to improve the transportation system through more efficient
use of existing infrastructure and the construction of new transportation systems.
The authority develops a capital plan that sets provincial priorities for investment
in new highway infrastructure. Projects undertaken are managed by the Ministry of
Transportation and Highways on BCTFA's behalf, or by the private sector in
partnership with BCTFA. The ministry recovers its capital costs from BCTFA.

BCTFA services the capitalized debt of these projects through a one-cent-per-litre
surcharge on gasoline and motor fuel (increased to two cents per litre effective
April 1, 1997) and a $1.50-per-day surcharge on car rentals. During 1996/97, this
revenue amounted to $62 million, up slightly from the previous year (see

Table 7.6). Investment revenue is generated from cash reserves and through
partnerships with public agencies and the private sector. During 1996/97, the
BCTFA invested $358 million in transportation infrastructure.

Major activities of BCTFA in 1996/97 included:

 continued development of multi-modal transportation plans for the Lower
Mainland and the Okanagan Valley;

« the evaluation of highway project proposals using multiple account evaluation,
and the development and adoption of a highways capital plan setting out
priorities for a five-year period;

« financing and monitoring of highway capital expenditures, including the
Vancouver Island Highway project, Lower Mainland traffic congestion relief
projects, and highway improvements throughout the province;
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Table 7.6 BC Transportation Financing Authority Consolidated Statement of Incomel

Change
Fiscal year ended March 31, 1997 1996 1996-1997

($ thousands) ($ thousands) (per cent)

Revenue:
[BIET0 [Tox=1 (=10 I (=1V/=] LU (ST 62,516 62,277 0.4
(@] {1 37,014 31,878 16.1
99,530 94,155 5.7
Expenditures:4
Operations and administration> 56,631 52,221 8.4
Grant Programb® ..........oesessessoessoessessosssessoessene 3,953 2,006 97.1
AMOTTIZALION ..ot 4,240 1,782 137.9
Interest” 9,420 3,447 173.3
74,244 59,456 24.9
LY AT [oT0] 2 0[O 25,286 34,699 —-27.1

1 This statement includes results of Highway Constructors Ltd. (HCL), a wholly-owned subsidiary responsible for administering employment and
training on the Vancouver Island Highway Project.

2 Dedicated revenue includes one cent per litre of motor fuel tax and a $1.50 per day sales tax on car rentals.

3 Includes investment revenue net of related interest expense and revenue from HCL.

4 During the year, the authority undertook $358 million of transportation/infrastructure projects. These capital expenditures are accounted for in the
authority’s balance sheet. Completed infrastructure is amortized on a straight-line basis over its estimated useful life, generally 30 years.

5 Includes $16.5 million ($17.1 million in 1996) paid to the Ministry of Transportation and Highways for general operating expenses that were not
specifically attributable to individual capital construction projects.

6 During the year, grants of $4 million were paid under the Air Transport Assistance Program, the Cycling Network Program and the Alternative
Transportation Program.

7 Interest on borrowing used to finance construction work in progress is capitalized. Upon project completion, interest capitalization ceases, and
related borrowing costs are expensed.

Source: BC Transportation Financing Authority.

« continuing direction of Highway Constructors Ltd., a wholly-owned subsidiary, in
its mandate to hire local workers and promote safety for the Vancouver Island
Highway project, to provide employment opportunities for people from
traditionally disadvantaged groups, and to expand its operations to all provincial
highway projects valued at more than $50 million;

» completion of transportation infrastructure for the Quinsam coal mine near
Campbell River;

« provision of grants through the Air Transport Assistance Program to 14 local
airport improvement projects; and

* provision of grants, cost-shared with municipalities through the Cycling Network
Program, to 19 communities.

British Columbia British Columbia Transit (BC Transit) was established in 1978 to ensure a uniform

Transit provincial policy for urban transit. As well as providing transit services in the
regions of Vancouver and Victoria, the corporation operates in 47 other
communities throughout the province.

BC Transit manages a provincial fleet of 2,000 vehicles, including 150 SkyTrain
cars, 28 commuter rail cars, two SeaBus ferries, and numerous other physical
assets, such as transit exchanges, garages and park & ride facilities. BC Transit also
funds transportation for persons with disabilities who are unable to use
conventional public transit vehicles. This custom transit service, known as
handyDART, serves many communities throughout the province.
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Transit systems are financed through direct operating revenues from fares and
advertising, and a funding formula specifying the shares of operating costs to be
covered by the provincial and municipal governments. In Greater Vancouver and
Victoria, municipal government contributions may be raised through a
combination of property taxes, electrical power levies and gasoline taxes. In the
rest of the province, municipal government contributions come from general
municipal revenues.

BC Transit has overall responsibility for the construction and operation of both
light and heavy rail transit systems. In November 1995, BC Transit introduced
West Coast Express, a commuter rail service for residents of the Lower Mainland.
West Coast Express runs along 65 kilometres of track between Mission and
downtown Vancouver, stopping at eight stations. Five trains, each consisting of
five cars, run westbound to downtown Vancouver in the morning rush hour and
eastbound to Mission in the afternoon rush period. BC Transit, in cooperation with
CP Rail Systems, is responsible for the commuter rail infrastructure and its
operations.

SkyTrain, the province’s automated light rapid transit system, runs from Waterfront
Station in downtown Vancouver to King George Station in Surrey City Centre. In
January 1996, SkyTrain’s tenth anniversary of service was coupled with the official
introduction of 20 new cars, bringing the SkyTrain fleet to 150 fully-automated
vehicles.

In 1996/97, BC Transit introduced express bus service on selected routes in the
Vancouver region. The corporation will begin work on planned Rapid Bus and
Light Rail routes in the near future.

Table 7.7 British Columbia Transit Statement of Operating Expenditures and Recoveries

Change

Fiscal year ended March 31, 1997 1996 1996-1997

($ thousands) ($ thousands)  (per cent)

Expenditures ...

TranSit OPEIALIONS ... 354,036 325,978 8.6
FAN [0 1T aTES (=10 o IO 53,293 53,480 -0.3
Property leases and taXeS ... 9,909 9,548 3.8
Depreciation and amortization ... 59,763 61,149 -2.3
Debt SEIVICINGY oo 165,810 161,534 2.6

642,8113 611,689 5.1

Recoveries

Contributions from the provincial government ... 281,369 270,887 3.9
Contributions from municipalities ... 140,141 130,341 7.5
Operating and investment revenue ... . 216,763 205,150 5.7
L1 =T 3,738 4,311 —-13.3

642,011 610,689 5.1

1 Includes obligations under capital leases.
2 Includes the portion of net expenditure which relates to depreciation for contributed assets.
3 The difference is funded through a $0.8 million dividend ($1 million in 1995/96) declared by BC Transit's subsidiary, BC Transit Captive Insurance

Company.

Source: British Columbia Transit.
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During 1996/97, BC Transit’s total ridership was 153 million passengers, an
increase of 3.9 per cent from the previous year. Total expenditures increased

5.1 per cent to $643 million. These expenditures were partly funded through
provincial government contributions of $281 million and municipal government
contributions of $140 million, with the remainder coming from operating revenues
(see Table 7.7).

BC Transit's 10-year transit development plan is designed to meet transit service
requirements over the next decade, and is based on three main goals — to
increase the number and proportion of people who use public transit; to shape
urban growth and help reduce sprawl; and to ensure that people are well-served
by transit, especially those who do not have cars or have difficulty getting around.
The plan provides for transit route expansions and improvements, and for the
development of a more effective transit system in Greater Vancouver and other
regions of the province.

The British Columbia Ferry Corporation (BC Ferries) commenced operations on
January 1, 1977. The ferry system it operates originally started in 1960 when the
provincial government opened frequent ferry service between the Lower Mainland
and Vancouver Island with two vessels and 225 employees. BC Ferries now has a
fleet of 40 vessels, with another one under construction, and it has 2,900
permanent employees and 1,700 casual workers. The ferry system, one of the
largest in the world, operates on 26 routes and includes 43 marine terminals plus
seven other sites.

BC Ferries is an integral part of British Columbia’s coastal transportation system,
linking many small islands in the Strait of Georgia to either Vancouver Island or to
the Lower Mainland, and connecting Vancouver Island to the Lower Mainland with
three separate routes. Service is also provided from Prince Rupert, on

British Columbia’s north coast, to the Queen Charlotte Islands (Haida Gwaii) and
to the northern end of Vancouver Island.

The ferry system is operated as a single corporate entity. Catamaran Ferries
International Inc. (CFI) is a wholly-owned subsidiary of BC Ferries that
commenced operations in April 1996 for the purpose of constructing high-speed
ferries for the corporation, and for sale in the international