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2006 in Review: A look at some key economic indicators

Preliminary data for 2006 are now available,
and although provincial gross domestic
product (GDP) figures! will not be released
until the end of April, most indicators sug-
gest that 2006 will go on record as another
year of solid growth in the BC economy.
There are signs that the frenetic pace of
growth seen in some sectors of the economy
earlier this decade may be slowing, but BC
appears to be well-positioned relative to
other provinces and is likely to remain a key
source of economic growth in Canada.

Labour Market

BC’s unemployment rate dropped to
an historic low in 2006
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dipped to its lowest level (4.3%) in at least
30 years? in June and again in January of

1 GDP is the definitive measure of economic growth,
which takes into account economic activity in all sec-
tors of the economy.

2 Provincial labour force data is not available prior to
1976.

2007. The unemployment rate has been de-
clining as job gains have consistently
outpaced labour force growth during the
last four years. 2006 was no exception: the
number of people with jobs in BC increased
3.1%, well above the 1.8% expansion in the
number of people who were available for
work. Both public (+5.8%) and private
(+3.4%) sector employment rose substan-
tially during 2006. Most of the new jobs
involved full-time employment, and full-
time job growth (+3.3%) exceeded the in-
crease in part-time work (+2.0%) for a
fourth consecutive year.

Both goods and service sector workers
benefited from strong demand for their ser-
vices. However, last year, service sector
employment growth (+3.2%) outstripped
gains in the goods sector (+2.5%) for the
first time since 2001.

Employment growth in BC was stronger
than in any other province except Alberta
(+4.8%), which is currently in the throes of a
labour shortage, as the supply of workers is
not able to keep pace with the demand for
labour in a booming resource-based econ-
omy.

Although BC’s labour market has not
reached the state faced by our neighbouring
province, labour shortages are becoming
problematic in some parts of the province.
Nineteen percent of manufacturers sur-
veyed early this year indicated that they
expected a shortage of skilled labour to be a
source of production difficulties, up sub-
stantially from 13% at the beginning of
2006. Similarly, the percent expecting to face
difficulties as a result of a shortage of un-

This and other releases are also available through the Internet at http://www.bcstats.gov.bc.ca Call (250) 387-0359 for details.
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skilled labour has nearly doubled, rising
from 6% to 11% during the last year.

Wage inflation is not a significant issue in
this province, but workers’ earnings are
climbing. Average hourly wages in the
province rose 2.8% last year, outpacing the
increase in the overall price level. In Al-
berta, the average hourly wage increased
6.9%, marking the second straight year that
wages have risen more than six percent in
that province. Workers in Alberta now have
the highest average hourly wages ($21.12)
in the country, while BC ($19.91) is ranked
third, after Ontario ($20.65). The Canadian
average hourly wage was $19.72 in 2006.

BC’s labour income figures reflect strong job
growth as well as higher wages, with work-
ers’ pay packets rising 8.3% during 2006.
Alberta (+12.5%) was the only province
where labour income increased more than
in BC3. The national increase (+6.1%) re-
flected strong growth in the western
provinces, and solid, but significantly
lower, gains in both Ontario and Quebec.
Strong growth in labour income usually
translates into GDP growth, since labour
income accounts for about 50% of total
GDP.

Prices

Although consumers faced rising prices for
many goods and services, the province’s
overall inflation rate moderated slightly
during 2006, to 1.8%. This was the first time
since 2001 that BC’s inflation rate has been
less than two percent. Energy costs were a
source of inflationary pressure during 2006,
but to a lesser extent than in previous years.
Overall, the cost of energy products rose
4.7% in 2006, while prices for other goods
and services advanced 1.5%. The cost of

3 Newfoundland’s 29.1% increase in labour income
during 2006 was largely due to the effect of a pay-
ment made to reduce the actuarial deficit of a pension
plan. Excluding this one-time adjustment, Newfound-
land’s labour income would have increased about
4.6% during 2006.

owning a home also increased significantly
(+3.0%) as property taxes, insurance premi-
ums, repair and maintenance, and other
charges took more out of the household
budget.

Energy prices remained an
inflationary factor in 2006
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The overheated state of the Alberta econ-
omy was reflected in its relatively high
inflation rate (3.9%), but most other prov-
inces saw prices increase at rates similar to
the national average of 2.0%.

BC softwood lumber prices slumped for a
second straight year, but paper manufactur-
ers saw the price of their products increase
modestly in 2006.

Base metal prices, especially for copper and
precious metals, rose significantly during
2006, building on strong gains in recent
years. However, the price of molybdenum
fell for the first time since 2001.

Manufacturing and exports

BC manufacturing shipments recovered
from a downturn in 2005, expanding 2.4%
during 2006 despite weakness in some key
industries. The value of shipments by the
wood industry fell for a second straight
year, but some of the decline was price-
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related. Paper shipments rose a relatively
modest 0.8%, suggesting that 2006 was not
a particularly good year for the forest sector
as a whole. However, other manufacturers
fared better, and this was more than enough
to offset the weakness in the forest products
sector. Not surprisingly, given the recent
rise in metal prices, producers of metal
products posted solid gains during 2006,
including a whopping 48.0% jump in the
value of shipments by the primary metals
industry. Other important manufacturing
industries, including food, beverages and
computer and electronic products, also re-
corded strong growth during 2006.

Shipments were up slightly,
but commodity exports slipped in 2006
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The Canadian manufacturing sector did not
fare well in 2006, largely because of a slump
in the dominant transportation sector
(-7.4%), which accounts for about a fifth of
the total value of shipments nationally. The
Canadian wood and paper industries were
also in the doldrums, and overall shipments
dropped 0.5% during 2006. Shipments by
Ontario manufacturers fell for the third
time in four years.

Since many manufactured products are des-
tined for sale outside the country, the
downturn in manufacturing at the national
level was reflected in the value of Canadian

commodity exports, which rose just 0.5%
during 2006.

International shipments of BC products
were down 2.3%. Wood and paper, which
remain BC’s principal export products, fell
3.5%, contributing significantly to the de-
cline in the overall value of exports. This
marked the fifth time in the last six years
that the value of forest product exports has
declined.

The relative importance of the forest sector
in BC’s international trade is diminishing.
Last year, forest products accounted for
39% of the total value of international com-
modity exports, well below the 55-60%
share that forest products had during the
early 1990s. This long-run decline has oc-
curred largely because international
markets for other types of BC products have
been growing, outpacing modest increases
in the value of forest product exports dur-
ing the last decade and a half.

Trade in services, and trade with other
provinces, play a big role in the province’s
overall export picture, but data on these
transactions is not yet available.

Consumer spending

Retailers in the province had another good
year in 2006, posting a 6.5% increase in the
value of sales, well in excess of the overall
inflation rate (1.8%). Retailers of furniture
and appliances, as well as home centres,
had a particularly good year, as they were
able to cash in on the province’s new hous-
ing boom. Department, shoe and clothing
stores also did a brisk business, and sales by
retailers of computers and software prod-
ucts were up significantly.

Gas stations increased the value of their
sales, but this was partly due to higher
prices at the pump. While the number of
new cars driven off car lots in the province
rose 4.4% in 2006, the receipts of new vehi-
cle retailers increased just 1.1%, suggesting
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that consumers were either buying less ex-
pensive vehicles, or were able to benefit
from special incentives offered by auto
manufacturers seeking to reduce their in-
ventory levels. BC and Alberta, where retail
sales increased at double-digit rates
(+16.2%) for a third straight year, were the
only provinces where sales growth ex-
ceeded the national average of 6.4%.

Investment

Private and public sector investment in the
province increased 13.0% during 2006, as
spending on new construction (+15.5%) and
machinery & equipment (+7.3%) continued
to rise. Although manufacturing and pri-
mary industries cut back their spending on
new plant and equipment, investment ex-
penditures by most other industries
increased at double-digit rates.

Private and public sector investment
increased substantially in 2006
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BC, Alberta (+15.7%) and Manitoba
(+14.2%) were the only provinces to post
double-digit investment growth in 2006.
Canadian investment spending was up
8.8%, largely because of strong growth in
western Canada. Ontario, Quebec and other
regions posted more modest increases.

Housing

Work began on 36,525 new housing units in
the province in 2006, an increase of 5.8%
over the previous year. Although the fre-
netic pace of new housing construction has
slowed since the early 2000s, BC, together
with the other western provinces, continued
to see a boom in new housing construction
during 2006. Alberta led the way with a
204% gain, followed by Saskatchewan
(+11.6%). The national increase was just
2.0% as both Quebec and Ontario posted
declines in new housing starts.

Tourism

The province’s tourism sector had another
year of solid growth, with room revenues
advancing 7.8%* during 2006 while restau-
rant, caterer and tavern receipts rose 6.6%.
Airports in Vancouver and Victoria were
both busier than in 2005, but vehicle traffic
on the Coquihalla highway declined, and
BC Ferries saw vehicle and passenger traffic
drop off during 2006. The number of travel-
lers entering Canada via BC borders fell
5.2%, with fewer visitors from the US as
well as overseas markets.

The final verdict...

The final verdict on BC’s economic per-
formance during 2006 won’t be in until late
April, when Statistics Canada releases pre-
liminary GDP estimates for the provinces.
However, based on the data available at this
point, it is likely that the numbers will show
that BC had another good year, and should
remain near the front of the pack of prov-
inces in terms of its economic growth.

Historically, Ontario and Quebec have been
the dominant economic forces in Canada,
and have played a major role in determin-
ing the country’s economic fortunes.
However, there are some signs that the bal-
ance of economic power may be changing.

4 This is a preliminary estimate and will be revised.
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The indicators examined in this article sug-
gest that the Ontario economy showed
some weakness last year, and Quebec was
not a top performer either. Despite this, the
Canadian economy posted solid growth of
2.7% in 2006. It is likely that much of the
increase will eventually be linked to strong
economies in western Canada, particularly
Alberta and BC, which now generate about
a quarter of the nation’s gross domestic
product, more than the province of Quebec,
but substantially less than Ontario’s 42%
share.

Page 5



