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Executive Summary

British Columbia is a province that enjoys a healthy
fiscal environment. While absolute debt level has
increased somewhat in recent years, debt-to-GDP ratio
and debt service costs remain among the lowest of
the provinces. Thus, BC is quite capable of servicing
its debt, particularly since increased debt largely
reflects a public choice on the part of the
government to maintain investments in health and
education.

Despite claims that BC has the highest taxes in
Canada, BC’s income taxes are not out of line with
other provinces. In fact, for all but the highest income
earners, BC's income taxes are among the lowest in
the country. When all personal provincial taxes are
considered, BC is, for most people, the second lowest
tax jurisdiction. BC’s tax structure itself, however,
could be more progressive, particularly with regard
to low income earners.

Public support for health care is strong in BC,
contrary to trends in other provinces. BC’s health
system is the best funded in Canada on a per capita
basis, and private health expenditures are among
the lowest as a share of total health expenditures.
By a variety of measures, BC has the healthiest
population in Canada. However, BC could better
allocate resources for areas such as nursing, which
is highly understaffed, resulting in decreased quality
of care.

Support for public education is also among the best
in Canada. On a per-pupil basis, BC spends more on
K-12 education than does any other province.
Similarly, BC's funding for post-secondary education
is the second highest in Canada, with additional
government support in the form of a tuition freeze
and efforts to expand the number of post-secondary
institutions. Despite such measures, however, BC still
has low post-secondary participation rates compared
to other provinces. This is indicative of a larger
concern that not enough graduates are coming out
of BC's post-secondary institutions to meet the
demands of the labour market.

The major weakness highlighted by this report is with
regard to equity and economic justice in the
province. BC has the worst record in the country
with regard to income inequality. While the labour
market performs well relative to other provinces in
giving workers a fair share of the economic pie, BC
does a worse job at redistributing this income.

Cuts to government funding are most apparent with
regard to social assistance. In BC, the number of
people living below the poverty line is growing.
Programs to provide social assistance are not funded
at adequate levels to provide sufficient income for
the most vulnerable. This is a fundamental area of
concern— and a highly visible one—that necessitates
immediate government attention.
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Introduction

The BC government has been under heavy
fire in recent years. The mainstream media
and conservative think-tanks have gone on the
offensive, stressing high levels of debt and
taxes, and the need to cut red tape. Several
commentators have made dire pronounce-
ments that all is wrong with BC’s economy,
and that the government is to blame.

While such appraisals are colourful, they
are often off the mark in terms of the every-
day reality experienced by the people of BC.
Yet they do have an impact on shaping peo-
ple’s perceptions of how the economy and gov-
ernment are performing. And in the current
climate of an economic downturn, concerns
about the economy spill over onto perceptions
about the state of public services, such as the
health care system and public education.

To respond to these concerns, and to as-
sess how BC is really doing, there is a need for
objective comparisons across all Canadian
provinces. This policy review provides a de-
tailed look at the performance of the BC gov-
ernment when benchmarked against that of

other provincial governments. The intent is

neither to attack nor defend the BC govern-
ment, but to point out areas of both strong
and weak performance, and to draw attention
to areas of concern for public policy.

Although the analysis is non-partisan, it
is rooted in values of equity and fairness. It
recognizes that unfettered markets lead to
many perverse outcomes, including inequita-
ble distribution of wealth and income, ten-
dencies toward monopolization, environmen-
tal degradation, and underproduction of pub-
lic goods. As a result, government has an es-
sential role to play in addressing market fail-
ures, delivering services and providing public
infrastructure.

Our assessment is based on an analysis of
the most recent statistical indicators across five
key areas of provincial public policy. These
areas are not comprehensive of the full range
of public policy areas in provincial jurisdiction.
Rather, they represent the main policy areas
that are most under discussion in BC. The
period under consideration spans the 1992 to
current period, which corresponds to the ten-

ure of the current provincial government.



The five areas, and their indicators, are:

I. Fiscal Environment

* Net debt-to-GDP ratio

* Debt service charges as a percentage of
provincial revenues

* Government expenditure as a percentage
of GDP

® Program spending per capita

Il. Tax System

* Average provincial income tax as a
percentage of income

® Combined federal and provincial income
taxes as a percentage of income

® Personal disposable income per capita

* Total provincial taxes as a percentage of
income

® Progressivity of the tax system

¢ Corporate tax rates—income tax (general

and small business); capital tax

lll. Support for Public Health Care

® Public health care funding per capita

* Public health expenditures as a share of
total health expenditures

* Health status indicators—Ilife expectancy,
infant mortality, deaths due to cancer and

heart disease

* Health expenditures by use of funds—
hospitals, other institutions, physicians,
other professionals, drugs, capital and other
health spending

* Nurses per capita

IV. Support for Public Education

® K-12 public expenditures per pupil

® K-12 student-to-educator ratio

® Post-secondary spending per capita

* Tuition fees

® Full-time post-secondary faculty

® University and college participation rates
* Percentage of population with a university

degree

V. Equity and Economic Justice

* Average weekly earnings

® Union density

* Wages and earnings—male vs. female;
hourly vs. overall

* Unemployment rate—male vs. female;
youth vs. overall

* Gini coefficients

* Percentage of population below the
poverty line

® Income assistance rates

Assessment is based on several criteria: relative performance compared to other provinces;

performance compared to past experience in BC; and, performance in relation to reasonable

and equitable social policy objectives. While our analysis in each area looks at results across all

provinces, key comparisons in many cases are with the other large provincial economies—Al-

berta, Ontario and Quebec.

A comprehensive list of data sources is included in the Appendix. Where figures
graphically present the data, tables of the data are also included in the Appendix.
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. Fiscal
Environment

Fiscal environment refers to the overall level
of spending by government and the level of
public debt. Fiscal environment is integral to
the ability of a government to deliver pro-
grams. If debt is too large relative to the
economy, the costs of servicing that debt can
eat away at the funds available for services, be
they health care, public works or libraries.

This does not necessarily mean balanced
budgets are desirable year in and year out.
Indeed, a key lesson from the Great Depres-
sion is that government should run a deficit
to mitigate the impact of recessions, while off-
setting this with surpluses when the economy
is expanding. Thus, the relevant time frame
for a balanced budget is the business cycle,
not the fiscal year.

A stable fiscal environment means that a
government has more flexibility to act in a
manner consistent with the values of its citi-
zens. It is both important and necessary that
governments make core investments in pub-
lic infrastructure, such as roads and bridges,
and in the human capital of citizens, through
expenditures such as health and education. So
long as the rate of return exceeds the cost of
borrowing, these investments make economic
sense.

As the size of the economy grows, so does

CCPA

the ability of a government to hold debt for
these types of investments. While much alarm
is expressed over the absolute size of the debt
stock, this is less important than the relative
size of debt compared to the overall economy,
or net debt-to-GDP ratio.” The debt-to-GDP
ratio is the most valid indicator of the degree
to which an economy can sustain and man-
age public debt.

A relevant benchmark for all provinces is
the federal government debt-to-GDP ratio. At
65.3% for 1998-99, all provinces outperform
the federal government (though this ratio has
been on a downward path in recent years).
Provincial governments did not have the large
build-ups of debt seen federally during the
1970’ and 1980’s. On the other hand, Otta-
wa’s budget balancing exercise during the
1990’s effectively offloaded federal deficits to
the provinces. Through reductions in the
Canada Health and Social Transfer (a decline
from $19.3 billion in 1994-95 to $12.5 bil-
lion in 1997-98), the federal government has
pushed tough decisions on funding programs
onto provincial governments. How the prov-
inces have responded is addressed in subse-
quent sections of this report.

Despite significant concerns expressed in
the media about BC’s public debt, BC’s net
debt-to-GDP ratio is low when compared to
other provinces. In 1997-98, BC’s debt stood
at 20% of GDP, second lowest of the prov-
inces. Only Alberta, at 13.1%, had a lower
debt-to-GDP ratio, a fairly recent develop-
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Table 1: Debt Service Costs

ment attributable to large budget surpluses.
In spite of severe cutbacks since 1995, On-
tario’s debt was still 30.3% of GDP in 1997-
98, fourth largest among the provinces. Que-
bec and Newfoundland had the highest debt-
to-GDP ratios of the provinces at 43.7%.

As Figure 1 shows, BC’s debt-to-GDP
ratio has increased modestly, from 18.2% in
1992-93 to 20% in 1997-98, an increase of
10%. BC s one of only three provinces
that had an increase in debt-to-GDP ra-

funding for these key investments. This is
critical considering that BC has had to catch
up to other provinces in areas like post-sec-
ondary education, which was severely under-
funded relative to BC’s population at the start
of the decade.

BC has not been insulated from making
budget cuts. Indeed, cuts in social services have
adversely affected low income people in the
province (see Section V). Capital expenditures
in BC have also been adversely affected by
budget cuts. From an average of $2 billion
per year in the early 1990, capital spending
fell to under $1 billion in 1997-98. While the
government has recently announced increases
in capital spending, the timing of cuts in this
area came at a time of economic slowdown.
Combined, these cutting measures served to
undermine counter-cyclical fiscal policy and
turther depress the provincial growth rate.

Whether debt is for an individual, a com-
pany or a government, the main constraint to

incurring debt is the ability to serv-

ice it. BC’s strong fiscal position
is reflected in low debt service
charges as a percentage of provin-

cial revenues. Table 1 shows that

tio over this time period. However,
Debt service as % of R
revenues 1998-99 debt-to-GDP was very low at the out-
BC 7.5 2 set, so relative changes are not of much
AB 7.0 1 interest when compared to provinces
K 136 6 than began with much higher levels.
MB 87 5 What is important is that the BC
ON 17.2 9 ) )
government increased its own debt bur-
PQ 15.0 7
NB 135 s den to offset federal cuts to transfers.
NS 182 10 While other provinces have been cut-
PEI 13.1 4 ting in areas like health and education,
NFLD 157 8 the BC government has maintained
Figure 1: Debt-to-GDP Ratios,
1992-93 and 1997-98
50
4 [92-93
40 m97-98
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BC will pay 7.5% of its revenues
in the 1998-99 fiscal year in debt
service costs, the second lowest in
the country.® BC previously had
the lowest debt service costs, but
has been surpassed by Alberta,
where 1998-99 debt services costs
are only 7% of revenues due to
budget surpluses in recent years.
Nova Scotia has the highest debt

service costs, with interest pay-

ments eating up 18.2% of govern-
ment revenues, followed by On-
tario (17.2%), Newfoundland
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(15.7%) and Quebec (15%). Again, it is in-
teresting to compare these numbers with fed-
eral government debt service costs, which cur-
rently stand at 27% of revenues for 1998-99.

Another way of examining the fiscal en-
vironment is to look at the relative size of
government expenditures. Table 2 shows
government expenditures as a percentage of
GDP for 1996. BC has the fourth lowest
expenditure level of all provinces, with gov-
ernment expenditures accounting for 23.2%
of GDP. Only Alberta (16.2%), Ontario
(18%) and Saskatchewan (21.6%) have less
public spending.

In spite of this, BC has the second highest
program spending per capita — defined as to-
tal expenditures less debt service payments —
of the provinces. A relatively light debt service
burden and strong support of health care and
education (see Sections III and IV) elevate BC
in this category, as demonstrated by Table 3.
At $5,119 per person, BC’s program spending
per capita is topped only by Newfoundland, at
$5,164 per person. This amounts to a $300
per person higher expenditure than Alberta
($4,822 per person), and almost $1,000 higher
than Ontario ($4,151 per person).

Table 2: Government Expenditures

Summary

BC performs well in terms of its fiscal situa-
tion and how it has managed federally-
imposed cuts. When compared to other prov-
inces, total debt stock is low, as are debt serv-
ice payments. Where debt has been incurred,
it has been in areas of investment in the peo-
ple of the province, thereby strengthening the
province’s future. However, BC has unduly
cut back on social assistance expenditures for
the poorest (see Section V) and reduced capi-
tal expenditures at a time of economic down-
turn, thereby slowing growth.

These findings come in contrast to the
conventional wisdom and media reports of
high levels of debt. Altogether, key indica-
tors of BC’s fiscal situation suggest that while
many provinces need be concerned about
their fiscal situation, BC is in a more com-
fortable position. In the midst of a reces-
sion, the BC government has room to
maneuver by running a deficit. While a ris-
ing debt-to-GDP ratio, year-in and year-out,
is inadvisable, a short-term increase in BC’s
debt is desirable given the current economic

climate.

Table 3:

Program Spending Per Capita, 1998-99

Program Program
Provincial Govt ) Spending, Spending, Rank
2 GDP 1996 Expenditure as a $ millions $ Per Capita
R e | ($million) | %of GDP 1996 P

BC 20,245 5,119 2
BC 24,536 105,843 23.2% AB 13,901 4822 6
AB 15,182 93,625 16.2% K 4,508 4,409 8
SK 6,068 28,059 21.6% MB 5371 4,703 7
MB 7,041 28,328 24.9% ON 47787 4152 9
ON 59,709 331,024 18.0% PQ 37,317 5,011 4
PQ 47,934 178,935 26.8% NB 3,861 5,077 3
NB 4,817 16,705 28.8% NS 3691 3,900 10
NS 5,007 19,654 25.5% PEI 680 4,971 5
PEI 847 2,865 29.6% NFLD 2,872 5,164 1
NFLD 3,692 10,670 34.6% Note: Program spending includes capital expenditures

CCPA 5




Il. Provincial Tax System

Table 4: Marginal and
Average Taxes, 1998

Commentators in the media have expressed
concerns over high taxes in BC. It is com-
monly reported that BC has the highest taxes
in Canada, and that these high taxes dampen
economic growth and impede competitive-
ness. Certainly, increasing taxes as a share of
income over time are a concern, particularly
as they affect low- and middle income peo-
ple. However, a closer look at other provinces
suggests that taxes in BC are not out
of line.

TopMarginal | Average Personal Income Taxes

Tax Rat Provincial : :

e | e e Until 1999, BC had the highest top
BC an o marginal tax rate in Canada at 54.2%.
AB 456 55 In 1999, previously announced tax
sk 516 7.9 cuts by the BC government came into
MB 50.1 7.1 effect. AsofJanuary 1, 1999, the top
ON 503 52 marginal tax rate fell to 52.7%, be-
PQ 223 83 low Newfoundland’s top rate of
NB 506 7.0 )

53.3%, and is further scheduled to

NS 49.7 6.6 .
oE| 503 68 fall to 49.9% by 2001.
NELD 533 7.9 Unfortunately, the debate on
Note: Average provincial income tax is high taxes begins and ends with the

calculated as a percentage of
income for a two income family
of four earning the average

family income of $55,000

marginal tax rate, the rate paid on

the last dollar of income. In BC, only

income in excess of about $80,000 gets taxed
at the top rate.* Interestingly, only about 4%
of BC taxpayers make enough money to pay
the top marginal rate, while most taxpayers

As a

result, the benefits of the recent reduction in

pay a much lower marginal tax rate.

the top marginal rate will accrue dispropor-
tionately to high income individuals and
families.

A closer look at the tax system beyond
marginal tax rates tells a different story. When
average income tax rates are considered, BC
has the third lowest taxes. As Table 4 shows, a
two-income family of four earning the aver-
age family income of $55,000 pays 5.8% of
their income in provincial income taxes in BC.
Only Alberta (5.5%) and Ontario (5.2%) are
lower. Thus, marginal tax rates can be a de-
ceptive indicator of the amount of tax actu-
ally paid as a percentage of income.

Looking at combined federal and provin-
cial income taxes for 1998, the claim that BC
has the highest taxes is again unsupported. As
table 5 shows, an unattached individual earn-
ing between $20,000 and $75,000 would pay

less tax only in Alberta and Ontario, but more

Table 5: Federal and Provincial Income Tax as a Percentage of Income, 1998

?10'000 e $35,000 Income $50,000 Income $75,000 Income $100,000 Income $200,000 Income
ncome Income
Single Single Single Family Single Family Single Family Single Family Single Family

BC 5.1 15.1 21.7 9.3 27.0 15.7 34.6 229 393 273 46.7 39.2
AB 29 14.9 213 8.7 264 15.5 33.0 224 36.1 26.6 40.9 36.1
SK 55 16.9 24.0 9.9 29.9 17.6 37.2 25.6 40.8 30.2 46.2 40.9
MB 4.4 17.0 24.1 9.2 29.9 16.7 36.8 25.0 40.1 29.8 45.1 40.1
ON 4.8 14.3 20.6 8.5 25.6 14.8 332 21.8 375 259 439 375
PQ 1.8 17.9 26.8 3.8 324 17.0 395 27.3 42.8 32.1 47.7 425
NB 6.1 16.2 233 10.3 29.0 17.0 35.8 24.6 39.2 29.1 44.9 393
NS 39 15.8 22.7 8.2 28.2 15.8 35.0 240 38.5 284 44.1 38.5
PEI 6.0 16.0 23.0 10.1 28.6 16.8 359 243 39.5 28.9 44.9 39.5
NFLD 6.5 17.0 24.3 11.1 30.3 17.9 37.8 25.7 41.7 304 47.5 41.7
Note:  “Single” is an unattached individual with no dependents, “Family” is a two income family of four

For families, the next lowest income level for which there is data is $25,000. At this level, income tax is not applicable.
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tax in every other province. After about
$80,000, BC’s top surtax kicks in, but an in-
dividual earning $100,000 still pays the fifth
lowest taxes in Canada. Only well above
$100,000 in income do taxes in BC rise be-
yond the average for the provinces. At the
$200,000 level, taxes are third highest of the
provinces, after Newfoundland and Quebec.

Similar numbers hold for a two-income
family of four. In the $50,000 to $100,000
range, income taxes in BC are the third low-
est, after Ontario and Alberta. Even at
$200,000, BC has the fourth lowest income
taxes of the provinces (no data is available for
higher income levels).

Another way of looking at the impact of
taxation is by personal disposable income per
capita, which measures after-tax spending
power. Asshown in Table 6, BC has the third
highest personal disposable income at $18,199
per person, in a cluster just behind Alberta
($18,488) and Ontario ($18,411). Fourth
place Manitoba is well behind at $16,730.
However, as noted above, BC spends more per
capita in public programs than do Alberta or
Ontario. Thus, the value of publicly-provided
services in addition to high levels of personal
disposable income put British Columbians in
an enviable position.

Over the 1992 to 1997 period, personal
disposable income in BC grew by 4.9%, the
sixth highest growth rate among the provinces.
Saskatchewan had the highest growth at 9.4%,
with Alberta second at 8.5%.
last with 0.4% growth; Quebec was narrowly
ahead of BC in fifth place at 5%.

Ontario was

Progressivity of Personal Taxes

Progressivity is the principle that those with
greater incomes should pay a greater share of
This is

generally represented in the income tax struc-

that income in the form of taxes.

ture through marginal tax rates that increase

as income does.

For BC taxpayers,

CCPA

progressivity comes from both the federal and
provincial tax systems. Provincial tax is cal-
culated as a percentage of federal tax owing,
with surtaxes (additional tax calculated as a
percentage of provincial tax payable) for
higher incomes.

The top marginal rate ensures that high
income earners in BC rightly pay a greater
share of income in taxes. Table 5 notes that
for the unattached individual earning
$200,000, this amounts to 46.7% of income,
third highest of the provinces. A two-income
family earning $200,000 pays 39.2% of in-
come, fourth lowest of the provinces, indicat-
ing some room for improvement with regard
to progressivity at the high end.

The weakest area with regard to
progressivity of income taxes in BC, however,
is not for high incomes, but for low income
earners. An unattached individual in BC earn-
ing $10,000 would pay 5.1% of income in
income taxes, about the middle of the pack.
Several provinces are relatively better off in
their tax treatment of low income people. In
Quebec, the individual earning $10,000
would pay only 1.8%, the lowest in the coun-
try. Despite low tax rates on high incomes,
Alberta fares well in terms of progressivity,
because of its comparably low tax rates on low

incomes.

Table 6: Personal Disposable Income per Capita, 1992-97

Personal Personal
Disposable 1997 Disposable | % Change | % Change
Income per Rank |Income percap. 1992-97 Rank
cap.1997 1992
BC $18,199 3 $17,351 4.9% 6
AB $18,488 1 $17,039 8.5% 2
SK $15,307 6 $13,992 9.4% 1
MB $16,730 4 $15,782 6.0% 4
ON $18,411 2 $18,346 0.4% 10
PQ $15,762 5 $15,015 5.0% 5
NB $15,208 7 $14,082 8.0% 3
NS $15,055 8 $14,699 2.4% 9
PEI $14,774 9 $14,229 3.8% 7
NFLD $13,413 10 $12,991 3.2% 8




Table 7: 1998 Tax Comparisons for Various Income Groups (dollars paid)

BC AB SK MB ON PQ NB NS PEI NFLD
Two Income Family of Four: $90,000 total income
Provincial Income Tax $6,722 $6,271 $8,975 $8,849 $5,990 $10,809 $8,120 $7,654 $7,920 $9,185
Other Provincial Tax $3,765 $3,266 $5,228 $7,385 $7,286 $8,162 $4,367 $4,602 $4,199 $4,358
Federal Income Tax $13,511 $13,511 $13,511 $13,511 $13,511 $13,511 $13,511 $13,511 $13,511 $13,511
Net Federal GST $1,525 $1,645 $1,473 $1,478 $1,574 $1,390 $1,493 $1,511 $1,458 $1,452
Total Tax $25,523 $24,693 $29,187 $31,223 $28,361 $33,872 $27,491 $27,278 $27,088 $28,506
% of Income 28.4% 27.4% 32.4% 34.7% 31.5% 37.6% 30.5% 30.3% 30.1% 31.7%
Rank 9 10 3 2 5 1 6 7 8 4
Two Income Family of Four: $55,000 total income
Provincial Income Tax $3,189 $3,036 $4,321 $3,924 $2,842 $4,587 $3,852 $3,631 $3,757 $4,357
Other Provincial Tax $3,329 $2,663 $3,695 $5,034 $4,888 $5,370 $2,863 $3,518 $2,916 $3,202
Federal Income Tax $6,409 $6,409 $6,409 $6,409 $6,409 $6,409 $6,409 $6,409 $6,409 $6,409
Net Federal GST $1,140 $1,223 $1,130 $1,146 $1,180 $1,109 $1,139 $1,148 $1,110 $1,119
Total Tax $14,067 $13,331 $15,555 $16,513 $15,319 $17,475 $14,263 $14,706 $14,192 $15,087
% of Income 25.6% 24.2% 28.3% 30.0% 27.9% 31.8% 25.9% 26.7% 25.8% 27.4%
Rank 9 10 3 2 4 1 7 6 8 5
Two Income Family of Four: $30,000 total income
Provincial Income Tax $1,21 $940 $1,302 $881 $239 ($690) $1,463 $1,379 $1,427 $1,654
Other Provincial Tax $2,174 $1,818 $3,485 $4,206 $4,079 $4,041 $2,430 $3,134 $2,560 $2,509
Federal Income Tax $2,434 $2,434 $2,434 $2,434 $2,434 $2,434 $2,434 $2,434 $2,434 $2,434
Net Federal GST $307 $370 $368 $358 $380 $386 $353 $358 $333 $329
Total Tax $6,126 $5,562 $7,589 $7,879 $7,132 $6,171 $6,680 $7,305 $6,754 $6,926
% of Income 20.4% 18.5% 25.3% 26.3% 23.8% 20.6% 22.3% 24.4% 22.5% 23.1%
Rank 9 10 2 1 4 8 7 3 6 5
Unattached Individual: $25,000 income
Provincial Income Tax $1,359 $1,302 $1,850 $1,557 $1,068 $2,172 $1,642 $1,547 $1,601 $1,857
Other Provincial Tax $930 $503 $519 $1,160 $1,229 $1,766 $760 $793 $864 $1,183
Federal Income Tax $2,732 $2,732 $2,732 $2,732 $2,732 $2,732 $2,732 $2,732 $2,732 $2,732
Net Federal GST $266 $308 $265 $277 $292 $246 $269 $273 $247 $259
Total Tax $5,287 $4,845 $5,366 $5,726 $5,321 $6,916 $5,403 $5,345 $5,444 $6,031
% of Income 21.1% 19.4% 21.5% 22.9% 21.3% 27.7% 21.6% 21.4% 21.8% 24.1%
Rank 9 10 6 3 8 1 5 7 4 2
Unattached Individual: $80,000 income
Provincial Income Tax $8,570 $7,443 $10,765 $10,241 $7,902 $12,888 $9,441 $8,899 $9,609 $10,956
Other Provincial Tax $2,367 $2,203 $3,699 $5,435 $5,274 $6,955 $2,822 $4,140 $3,267 $3,988
Federal Income Tax $16,089 $16,089 $16,089 $16,089 $16,089 $16,089 $16,089 $16,089 $16,089 $16,089
Net Federal GST $1,261 $1,397 $1,191 $1,213 $1,294 $1,093 $1,235 $1,257 $1,177 $1,173
Total Tax $28,287 $27,132 $31,744 $32,978 $30,559 $37,025 $29,587 $30,385 $30,142 $32,206
% of Income 35.4% 33.9% 39.7% 41.2% 38.2% 46.3% 37.0% 38.0% 37.7% 40.3%
Rank 9 10 4 2 5 1 8 6 7 3
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Progressivity of the tax system must also
consider all other taxes, including sales tax,
property tax, payroll tax, and health care pre-
miums. These taxes tend to be regressive in
nature, meaning that lower income people pay
a proportionately higher share of their incomes
to the tax. Sales tax, for example, is payable
at the same rate as a share of total expenditure
on goods and services. But sales tax dispro-
portionately affects those with lower incomes,
where a greater share of income is spent on
basic consumption. Sales tax also raises the
price of goods and services, decreasing their
affordability.

When total direct provincial taxes are con-
sidered (i.e. excluding federal taxes), the degree
of progressivity in BC’s tax system has room
for improvement. Figure 2 shows total pro-
vincial taxes at different income levels. A two-
income family of four making $30,000 per year
would pay $3,385 in total provincial taxes, or
11.3% of income. At $55,000 per year, this
rises to 11.9% of income, but if this family
made $90,000 per year, the total provincial tax
burden would actually fall to 11.7% of income.

Quebec has by far the most progressive
taxation system in Canada.’ The comparable
low income family of four making $30,000 in
Quebec pays 11.2% of income in taxes, simi-
lar to BC. Yet, a middle income family mak-
ing $55,000 pays 18.1% of income and a high
income family making $90,000 pays 21.1%
of income. After Quebec, Alberta comes in
second due to lower income tax for low in-
come groups and the absence of a provincial
sales tax. Because Alberta derives substantial
tax revenues from royalties on oil and gas, the
provinces relies less on taxes from other sources.

For unattached individuals, BC again has
one of the least progressive tax systems. An
unattached individual making $25,000 in BC
pays $2,289 in taxes, or 9.2% of income. As
income rises to $80,000, the individual’s in-
come tax bill rises to $10,937, or 13.7%.
Other provinces are more progressive in tax-
ing unattached individuals, with Saskatchewan
the most progressive. At the $25,000 income
mark, taxes in Saskatchewan are slightly higher
than BC at 9.5%, but at the $80,000 income
mark, they rise to 18.1%.°

Notes for Table 7 (page 8):

1. “Provincial Income Tax” represents provincial income tax less basic provincial credits and typical
major deduction at each income level. The two-income family of four with $55,000 income assumes
one spouse earning $35,000 and the other $20,000. The two-income family earning $90,000 assumes
one spouse earning $50,000 and the other $40,000. The two-income family with $30,000 assumes both

spouses earning $15,000.

2. “Other Provincial Tax” includes net child benefits, plus provincial taxes on property, retail sales, and
fuel, payroll taxes and health care premiums. Property taxes are net credits for each province. Property
taxes assume that each income group resides in a home of similar size and style in a major city. For
example, the individual earning $25,000 is assumed to rent; the families earning $30,000 and $55,000
own bungalows; the family earning $90,000 owns a two-story executive style home; and the individual
earning $80,000 owns a luxury condominium. Sales taxes include taxes on meals, liquor and
accommodation, based on expenditure patterns from the 1992 Survey of Family Expenditures. Health
care premiums are levied in BC and Alberta only, however, neither of these provinces has provincial
payroll taxes. Provincial payroll taxes exist in four provinces (Manitoba, Ontario, Quebec and

Newfoundland).

3. “Federal Income Tax” represents federal income tax less basic credits. Federal payroll taxes, such as

UIC and CPP are not included in this table.

4. "Net Federal GST” represents GST expenditures estimates for each income group based on the Survey
of Family Expenditures, net applicable GST tax credits.

5. “Total Tax” represents the sum of “Total Provincial Tax” plus “Federal Income Tax” and “Net Federal

GST”
6. Rankings are from highest to lowest taxes.
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Opverall, total federal and provincial taxes
as a share of income are still low in BC relative
to other provinces. Only Albertans pay a smaller

percentage of income in total taxes for unat-
tached individuals. Indeed, in each of the above

scenarios — family of four with two kids and
incomes of $30,000, $55,000 and $90,000, and
unattached individuals with incomes of
$25,000 and $80,000 — BC consistently has

the second lowest overall taxes after Alberta.

Figure 2: Progressivity of Total Provincial Taxes, 1997

Progressivity of Total Provincial Taxes
for a Two Income Family of Four, 1997
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Corporate Taxes

Corporate taxes in BC are also not out of line
with those of other provinces. The general
corporate income tax rate in BC is 16.5%,
fourth highest in Canada. Quebec has the
lowest tax rate at 8.9% (plus a surtax of 2.8%),
followed by Newfoundland at 14%. The re-
maining eight provinces (including BC) all
have rates between 15.5% and 17%. Despite
claims that high taxes are driving business and
investment out of the province, empirical evi-
dence suggests that such small differences in
tax rates have negligible impact on company
decisions to invest or locate.”

All provinces also have a tax rate applica-
ble to small business. Each of BC, Ontario
and Manitoba charged the highest small busi-
ness tax rate of 9% in 1998. BC’s small busi-
ness tax rate dropped to 8.5% on Jan. 1, 1999,
and is scheduled to fall to 8% by Jan. 1, 2000.
In addition, new small businesses in BC in-
corporated between May 1, 1996 and March
31, 2001 receive a two-year tax holiday. The
lowest small business taxes in Canada are in
Nova Scotia and Newfoundland at 5%, fol-
lowed by Quebec at 5.75%.

In addition to income taxes, most prov-
inces impose capital taxes (except for Alberta,
PEI and Newfoundland). In BC, these are
applicable only for those companies with net

paid-up capital in excess of $2.5 million (as

Some companies may not find BC to be
the most tax friendly jurisdiction in Canada,
but neither are taxes unduly onerous. If taxes
were the only consideration businesses based
their investment and location decisions on, all
companies would have already moved to New-
foundland, which has the lowest corporate
taxes in Canada. All things considered, BC
compares well to other provinces, about the
middle of the pack in terms of overall corpo-

rate taxes.

Summary

The weight of evidence does not support
the hypothesis that BC has the highest taxes
in Canada. While taxes are at reasonable lev-
els for corporations and the wealthy, BC loses
marks for recently granting tax cuts at the high
end of the income spectrum. Related to this,
BC must build more progressivity into the tax
system — for income taxes, as well as other,
more regressive taxes.

Further action to lower the top tax rates
for only 1 in 25 British Columbians would ex-
acerbate the province’s weak progressivity. If
any new action is to be taken to reduce taxes,
as is much encouraged by the BC business com-
munity and the media, these tax breaks should

go to those with low and modest incomes.

Table 8: Corporate Tax Rates, 1998

of Jan. 1, 1999). Thus, more than eighty per
L. . Corporate Income Tax (%) Capital Tax (%) P 11 Tax (%)
cent of companies in BC do not pay the capi- ayrofl Tax
. . . Small Business Financial
tal tax. The rate of 0.3% is slightly higher General Rate Ratio GeneralRate | e
than the 0.25% in Nova Scotia, but the same |5 16,50 9.00 0.30 3.00 0.00
as Manitoba, Ontario and New Brunswick. AB 1550 6.00 0.00 2.00 0.00
All provinces also levy a separate capital ~ [sK 17.00 8.00 0.60 3.25 0.00
tax on financial institutions. BC’s rate of 3%  |MB 00 200 L=l 200 iz
. . L ON 1550 9.00 0.30 0.90 195
is equivalent to or less than the rates in six
. . PQ 8.90 5.75 0.64 1.28 4.26
other provinces. The lowest rates are in On-
NB 17.00 7.00 0.30 3.00 0.00
1 [0) [0)
tario (0.9%), Quebec (1.28%) and Alberta . - - . . _—
(2%). Finally, BC is one of six provinces that  |pg 16.00 750 0.00 3.00 0.00
do not levy a payroll tax. NFLD 14.00 5.00 0.00 4.00 2,00
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lll. Support for Public Health Care

Canadians care a great deal about their health
system. In recent years, many Canadians have
been concerned about cuts to health care that
are undermining a system they cherish. Con-
cerns aside, from a public policy perspective,

health is an essential investment in people, un-

derlying the economy of any region. Even
from a business perspective, publicly funded
health care reduces the costs of providing
health insurance and care services. This sec-
tion looks at provincial government support
for health care, a pressing issue given the 1990’

climate of fiscal restraint.

Figure 3: Public and Private Health Care Expenditures Pu,bhc and .
Private Funding

Public and Private Health Expenditures, Per Capita, 1997 DeSpite federal cuts to the
2,000 — 1 Public Expenditures Canada Health and Social Trans-
1,800 B m Private Expenditures_ fer, BC has been unique in
1600 B - - Canada for maintaining funding
for health care. As Figure 3

1,400 . .
shows, BC had higher public
s 1,200 health expenditures on a per
.g 1,000 capita basis than any other prov-
E_ 800 incein 1997. At $1,955 per per-
v €00 son, BC ranks ahead of Manitoba
400 ($1,886) and Saskatchewan
($1,768). The lowest public
200 health expenditures are in Alberta
U ($1,588 per person). Quebec has
BC AB SK MB ON PQ NB NS PEl NFLD the eighth highest per capita ex-
penditures ($1,615) and Ontario

Public and Private Health Expenditures as a Percent of Total, 1997 fourth highest ($1,757)

100% These numbers represent
90% only public spending. However,
80% in recent years, pressure has
0% mounted for Canadians to cover

E con costs out-of-pocket. These pri-
E ° vate health expenditures can
% >0% range from physiotherapy to pre-
E 40% scription drugs. In 1997, private
30% : health expenditures in BC
W Private as a % of Total d t0 $68

20% mPublic as a % of Total amounted to _ 5 pet persor?.

-y Increases in private spending
0
have clear implications for the
0% .
BC AB SK MB ON PQ NB NS  PEl NFLD overall equity of th‘e‘health Sys”
tem, and the ability of low
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income people to afford services increasingly
(or more readily) offered in the private sector.
Increased reliance on the private sector may
also lead to higher overall health costs, as is
the case in the United States.

Public expenditures in BC make up 74%
of total health expenditures, the second high-
est share that is public among the provinces,
and just behind Newfoundland’s 75%.
Other provinces show greater signs of stress
on the public system, as shown in Figure 3.
Ontario has the lowest share of total health
expenditures being public at 66%, with Que-
bec fourth lowest at 68%, and Alberta fifth
lowest at 69%. This indicates that BC has
done well in terms of supporting public
health care relative to other provinces. A
cause for concern is the 26% of expenditures
that is private.

These numbers may not tell the full ex-
tent of privatization in the health system.
There are gaps in the information available to
properly assess this situation. For instance,
public spending may be going to for-profit
providers for services such as hospital support
services, diagnostic services, continuing care,
rehabilitation, etc. Also, as care moves from
hospitals to communities and homes, there is
a worrisome trend towards private home care
and long-term care facilities.

Government

should more care-

Community and Home Care Act, bringing the
principles of the Canada Health Act to this

growing area of health activity.

Quality of Health Care
Spending more money does not necessarily
lead to superior health outcomes. Spending
too little, on the other hand, is a guarantee of
poor performance. From the perspective of
patients, the efficacy of the health system to
deliver optimal outcomes is what matters
most. Assessing outcomes directly related to
the health care system is a difficult task, one
in which a great deal of caution is required.
In many areas of health care, public and pro-
fessional debate rages over the merits of vari-
ous health care options, from where health
money is allocated to what strategies and pro-
cedures provide the optimum quality of care.
The availability of comparable statistical
data across the provinces remains a serious is-
sue for this type of exercise. Several bodies,
such as the National Forum on Health, have
recommended the development of a national
health information system that would, among
other things, enable better interprovincial
comparisons. Better information in the pub-
lic domain about all aspects of the health sys-
tem would be highly valuable to enhance de-

cision-making for health care policy.

Table 9: Health Status Indicators, 1996

fully track and pro- : :
ided h b Life Expectancy: men Life Expectancy: ( d;::::t l\:l?:)aolg‘l’ive Cancer (deaths per S ELE I::s1e :;%g::)eaths
vide data on the pub- (years) women (years) p 100,000 population) P &
. . births) population)
lic dollars going to
) ) BC 76.1 81.8 6.0 1663 155.6
private providers. AB 76.0 813 7.0 173.9 177.3
Wherever possible, it SK 753 81.5 9.1 1716 1737
is imperative that MB 754 80.7 7.6 184.6 188.2
public health care ON 76.1 81.4 6.0 179.6 175.7
dollars remain in the PQ 75.1 81.5 55 2026 175.1
. NB 75.2 81.2 48 1926 188.9
public system. The
. NS 73.9 80.8 46 206.7 2126
province could play a
PEI 74.9 80.8 49 209.8 188.4
leadership role by NFLD 74.9 80.5 7.9 189.3 216.6

calling for a national Note:

CCPA

Figures are for 1996, except for infant mortality, which is for 1995.
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Available indicators suggest that BC has
the healthiest population overall of the prov-
inces. As Table 9 shows, BC has the longest
life expectancy for both men (76.1 years) and
women (81.8 years). BC also has the lowest
rate of death due to leading causes, such as
cancer (166.3 per 100,000 population) and
heart disease (155.6 per 100,000 population).
Finally, with respect to the infant mortality
rate, BC rates in the middle of the provinces,
all of which have very low deaths per 1000
live births.

Table 10: Health Expenditures by Use of Funds, 1996

Overall health indicators, however, may
be more an artifact of healthy lifestyles, rather
than a barometer of the efficacy of the health
care system. Health policy increasingly rec-
ognizes the important, underlying relation-
ships between health and factors like socio-
economic status, degree of employment and
equity. Preventive health is increasingly em-
phasized by the system itself.

Table 10 shows how public funds are al-
located within the health system. BC spends
just over 30% of its health budget on hospi-

tals, comparable to Alberta,

but lower than every prov-

ince except for Saskatch-
Hospitals S Physicians S Drugs Capital 2k .
P Institutions 4 Professionals 9 Spending ewan. Like most other prov-
BC 30.4% 11.4% 16.6% 13.0% 10.5% 3.3% 14.8% inces, per capita spending on
AB 30.3% 11.8% 12.1% 13.0% 12.5% 2.1% 18.1% hospitals in BC has been fall-
SK 28.0% 14.9% 12.2% 8.7% 12.9% 43% 19.1% .
ing in recent years, although
MB 35.0% 13.2% 10.2% 10.4% 12.5% 2.3% 16.4% .
not with as much drama as
ON 33.3% 8.6% 15.7% 12.7% 14.3% 3.2% 12.1% sewh i
PQ 38.8% 9.0% 13.2% 10.6% 14.5% 2.7% 11.2% seen elsewhere.  Declining
NB 41.0% 11.0% 12.1% 7.6% 13.6% 41% 10.5% spending on hospitals may be
NS 39.2% 13.6% 11.8% 9.6% 15.7% 0.9% 9.2% underlying waiting lists in the
PEI 37.1% 14.1% 10.0% 10.4% 16.2% 1.6% 10.6% province, a concern much ex-
NFLD 43.8% 12.1% 11.1% 7.3% 15.0% 0.8% 9.9% pressed in the media. Unfor-
Note: Percentages for Ontario are based on forcasted numbers. Expenditures include both public and t tel inciall
private expenditures. Numbers may not sum to 100% due to rounding. unately, no provincially
comparable (and empirically
strong) data is available on
waiting lists to better assess
Figure 4: the situation vis-a-vis other
Registered Nurses per 1000 Population, 1997 provinces.
10 — In addition to hospitals,

BC’s spending on other

8 - — insitutions — such as residen-
[ ] . tial care facilities for the

6 chronically ill and disabled,
and nursing homes — is also

4 low. Some 11.4% of total
health funding in BC goes to-

5 ward these institutions, fourth
lowest of the provinces. BC

0 also spent 3.3% of the health
BC AB SK MB  ON PQ NB NS PEl  NFLD budget on capital expendi-
tures, about the middle of the
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pack. A difficulty with this data lies in unrav-
elling what shares of each category of spend-
ing are public and private.

BC spends more than any other province
on physicians, accounting for 16.6% of the
health budget, comparable to Ontario, but well
above that spent by every other province. This
reflects the fact that BC has the most physi-
cians relative to its population, at 1.08 general
and family physicians per 1000 people.

In contrast, BC has the second lowest
number of nurses per capita. As Figure 4
shows, in 1997, BC had 7.46 Registered
Nurses per 1000 inhabitants. For 1997, New
Brunswick has the most nurses, with 9.9 RN
per 1000. Ontario has the least, at 6.89, and
Alberta is just ahead of BC with 8.33 RN
per 1000. These numbers are reinforced by
the number of licensed practical nurses, or
LPNs. Among the provinces, BC also has the
least LPNs per capita, and has the lowest ra-
tio of LPNs to RNGs.

These numbers validate the perception
that nursing is understaffed in BC, a signifi-

cant cause for concern. Nurses have many

more interactions with patients than do phy-
sicians, which influence both quality of care
and patient perceptions of that care. In addi-
tion, the time that a nurse has to spend with a
patient is a significant determinant of how
well-educated the patient is about his or her
condition upon discharge, with correspond-
ing consequences for readmissions. Of note,
anew collective agreement between nurses and
the Health Employers Association, which will
hire about 800 new RNs (full-time equiva-
lents), should begin to ameliorate this prob-

lem.

Summary

BC deserves high marks for its support for
public health, in particular ensuring stable
funding for health care when other provinces
have been cutting. However, there are some
indications that funds could be reallocated to
achieve better outcomes. A key area is clearly
in nursing, where stronger support is neces-
sary. In addition, there are concerns about
the encroachment of for-profit entities and the

challenges this poses for the public system.

IV. Support for Public Education

Like health care, education is a key investment
in the human capital of a region. Education
is a broad determinant of the type of work
people will find and the subsequent income
that they will derive from work. Moreover,
many commentators note that Canada is in
the midst of a transition to a “knowledge-based
economy”, where ability to add value through
application of information and knowledge is
fundamental.

Given the strong correlation between level
of education and income, higher funding sup-
port for public education provides a long term

economic benefit to the people of the prov-

ince and thus the provincial economy, and
more than pays for itself through the taxes

collected on higher incomes.

K-12

As Figure 5 shows, BC spent more per stu-
dent on K-12 education in 1996-97 than any
province, at $7,211 per student. Ontario is a
close second at $7,204 per student, Quebec
third at $6,694 and Alberta sixth at $6,026.
Over the 1992-93 to 1996-97 period, spend-
ing per pupil in BC rose by 11.7%, also high-
est in the country, with Newfoundland sec-

ond at 9%. Expenditures per pupil fell by

CCPA

15



4% in Alberta (the second largest decrease)
over this period, and by 3.4% in Ontario
(third largest decrease). In addition, recent

BC provincial budgets have further increased

education funding for K-12.

Strictly based on operating expenditures
—a closer reflection of how much money is
being spent in the classroom — BC has the

third highest expenditures in

1996-97, at $6,321 per student,
Figure 5: well behind first place Ontario
K-12 Expenditures per student, 1996-97 ($6,802), but just behind Que-
$8,000 bec ($6,368). Alberta is sixth
$7.000 - .capital exp at $5,426 per student.
. _— I [Coperating exp. Capital expenditures, on
26,000 [ | - the other hand, represent longer
$5,000 term investments in buildin
™ = and maintaining schools. Bé
$4,000 .
is the clear leader at $890 per
$3,000 student in 1996-97, a 53% in-
$2,000 crease over 1992-93. Alberta is
second at $600 per student, and
21,000 Ontario fourth at $402. For
$0 BC, this represents, in part, a
BC AB SK MB ON PQ NS  PEl  NFLD “catching up” with other prov-
Note: No data available for New Brunswick inces’ but it is also a necessary
response to population growth.
Beyond dollars spent, it is
Figure 6: K-12 Student-Educator Ratio support in the classroom with
20 regard to children that is the
18 [11991/92 ultimate objective. As Figure 6
6 m1996/97 indicates, BC ranks in the mid-
dle for student-to-educator ra-
14 tio, with a ratio of 16.85 stu-
12 dents for each teacher in 1996-
o 97 (note that this is just raw
E 10 number of teachers to students;
8 it does not imply “class size”).
6 The best ratio is in Newfound-
land with 14.48 students per
4 teacher, followed by Quebec
2 (14.73), Manitoba (15.49) and
o Ontario (16.23). Spending cuts
BC AB K MB ON PQ NB NS PEl  NFLD have taken their toll on Alberta,
which, at 18.29, has the
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highest student-educator ratio in the country.

In most provinces, over the 1991-92 to
1995-96 period, the student-educator ratio
shows an upward trend, reflecting diminished
education budgets. BC is no exception, as
student-to-educator ratio has increased by
2.7% over this time frame (though it has been
flat since 1993-94). Alberta saw an increase
of 5.7%, while the sharpest increase was in
Ontario at 9%. Notably, a new collective
agreement between the government and the
BC Teachers’ Federation hired about 500 new
teachers. This, and declining enrollments,
have decreased student-educator ratios as of
1998-99 to 16.71 students per teacher, the
lowest level since 1992-93.

Post-secondary
Post-secondary education is now considered
vital to employment prospects, income and
overall job satisfac-

tion. The BC govern-

increasing per capita funding by 7.5%, the
largest increase in the country. As a result,
BC ranked second in post-secondary funding
in 1997 at $372 per capita. Although its fund-

ing decreased by 10.1% on a per
capita basis since 1992, Quebec
remained on top in 1997 at $433
per person. Alberta had the third
highest funding in 1997 at $344
per person, a decline of 17.6%
since 1992. Nova Scotia declined
to fifth, with per capita funding
of $323, a decline of 24.5% over
1992.

For students, affordability of
post-secondary education is an
essential consideration. Notably,
the BC government has capped
increases in tuition fees in recent

years, enabling more students to

Table 11:
University Tuition, 1997
Av‘:gg:EI'Z?gon HEms
BC $2,308 2
AB $3,102 6
SK $2,872 4
MB $2,606 3
ON $3,122 7
PQ $1,723 1
NB $3,023 5
NS $3,673 10
PEI $3,150 8
NFLD $3,150 8
Note: Reflects the tuition fees for Arts

and Science courses for
September 1997, weighted
provincially by university size.

ment has been sup-
portive of post-sec- Figure 7: Post-secondary Expenditures, Per Capita, 1997
ondary education, in- 500
creasing funding at a 01992
time when other 450 m 1997
provinces have been 400
making cuts. In
350

1992, BC was only
fifth among the prov- £ 300
Inces 1n per capita g 250
spending for post-sec- 2
ondary, at $346, 200
compared to leaders 150
Quebec ($481), Nova
Scotia ($427) and Al- b
berta ($417). 50

Figure 7 shows 0
that since 1992, BC BC AB SK MB ON NB NS PEl  NFLD
has made big strides,
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attend. Based on average undergraduate tui-
tion (for arts and sciences, weighted provin-
cially by university size), BC rates second in
affordability at $2,308 for 1997. Quebec had
the lowest average tuition in Canada at
$1,723. Ontario is eighth at $3,122 and Al-
berta seventh at $3,102.8

Another perspective comes from looking
at the number of full-time faculty at the post-
secondary level. This measure is particularly
important as post-secondary institutions in-
creasingly use part-time staff for teaching. Full-
time professionals are an indicator of commit-
ment to and from the institution, and also are
indicative of income, job security and liveli-
hood considerations. In 1995, BC had 1.65
full-time faculty per 1000 population (com-
bined university and college), the lowest in
Canada. Nova Scotia (2.75 per 1000) and Que-
bec (2.53 per 1000) led the country in this area.

There are indications that BC is catching
up. Full-time university faculty increased by
2.4% from 1992 to 1996, making BC the only
province other than PEI to experience an in-
crease over this time frame. BC has also seen
an increase in the number of its universities
over the 1990’s, unique among the provinces.
Two new public universities, the University
of Northern BC in Prince George and Royal
Roads outside Victoria have opened, and con-
struction is scheduled to begin on a third, the
Technical University of BC. The province has
also significantly expanded its system of uni-
versity-colleges, colleges and institutes, thereby
increasing the choice and flexibility available
to BC students.

In spite of provincial support for expand-
ing education, BC is still weak in terms of post-
secondary participation rates. In particular,
low university participation rates in BC are a

cause for concern. In 1996-97,
BC had the second lowest uni-

Faculty per 1000
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Figure 8: Full-time Post-secondary Faculty
per 1000 population, 1995

versity participation rate in
Canada, at 21.1%, based on
enrollment data divided by the

age 18-24 population.” Fortu-
nately, the university participa-

tion rate in BC has been increas-

ing, at a time when most other
provinces have seen a leveling off
or decline. Many commentators
note that, in spite of this, uni-
versity participation rates are still
insufficient to meet labour mar-
ket demand for graduates.'

In addition to universities,

colleges are of vital importance

BC

AB SK MB ON PQ NB NS PEI

NELD to those re-skilling or adapting to

changes in the economy or their
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lives. Displaced workers and women leaving
the home are among those who benefit most
from technical training and non-diploma gen-
eral education. As Table 12 shows, BC fares
better relative to other provinces for college
participation. Using enrollment data divided
by the age 18-24 population, BC’s participa-
tion rate for career and trade/vocational col-
leges was 19.8% in 1995-96, about the mid-
dle of the pack.

Ultimately, a province’s future prospects
are a function of the skills of its labour force.
In BC, 14.7% of population aged 15 and over
had a university degree in 1996, second high-
est in Canada next to Ontario at 15.3%. This
relative abundance of human capital is strik-
ing given the province’s low participation rate
for university, and the gap between graduates
and demand in the labour market. The short-
fall has been made up by a high number of
educated people moving to BC, mostly from
the rest of Canada. This “brain gain” has ben-
efited BC far more than the much reported
net interprovincial outmigration that marked

1998.

Summary

BC’s support for public education generally
rates well when compared to other provinces.
Strengths include high funding levels, from
K-12 through to post-secondary, and a com-
mitment in recent years to further expansion.
Other provinces, in contrast, have placed a
greater emphasis on cuts to their public sys-
tems. To improve overall public support, BC
needs to improve post-secondary participation
rates, particularly for university, and to sup-
port full-time faculty positions in post-second-

ary institutions.

CCPA

Table 12: Post-secondary
Participation Rates

Participation Rate (%)

College University
BC 19.8% 21.1%
AB 18.9% 22.4%
SK 12.2% 24.1%
MB 9.0% 20.8%
ON 22.0% 23.5%
PQ 25.2% 37.4%
NB 30.2% 23.9%
NS 12.1% 32.5%
PEI 19.2% 19.6%
NFLD 21.7% 21.4%
Notes: Figures are based on total

enrollment data, divided
by the population aged
18-24. Enrollment is full-
time equivalents (FTEs),
where a part-time student
is counted as one-third of
a full-time student.

“College” includes both
career college and
vocational/trade college
students; “university”
includes both university
and college-university
transfer students, and for
Quebec includes CEGEP.

College numbers are from
1995-96. University
numbers are from 1996-97.

Table 13: Percentage of
population, 15+, with a
University Degree, 1996

% of Population
with a University | Rank
Degree

BC 14.7 2
AB 13.3 3
SK 10.1 9
MB 12.6 4
ON 15.3 1
PQ 12.4 5
NB 10.5 7
NS 12.3 6
PEI 10.3 8
NFLD 7.7 10
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V. Equity and Economic Justice

Equity and economic justice is an area that
captures many social considerations, includ-
ing the ability of all citizens to share in pros-
perity and economic growth. One key ele-
ment is related to market income, and the dis-
tribution of market income across different
demographic segments of the population.
Equity and economic justice considerations
also reflect a jurisdiction’s policies toward the
most weak and vulnerable in society.
Caution is required in evaluating the suc-
cess or failure of a provincial government along
these lines. This is an area that has much to

do with the inequalities resulting from

Table 14: Earnings,1997 (including overtime)

market outcomes. However, markets always
exist within a framework of policy and regu-
lation. Public policy also plays a role after the
fact to address unsatisfactory market outcomes
through the tax system and program expen-
ditures. Thus, this is an area where public
policy is very important.

Also significant are jurisdictional issues,
such as trade, fiscal and monetary policies that
are set federally, but that have regional eco-
nomic impacts that must be addressed by pro-
vincial governments, who are most concerned

with social policy and overall outcomes.

Labour Market

For the average worker, BC is generally a good

place to be working. Average wages and earn-

Weekly Weekly | Hourly Earnings ings in BC’s labour market are the highest in
Earnings, All V\'I‘::I:(I’ I‘\E‘::\aiges Earnings, Hourly| as a Share of All RaR:I(’E::’:i:y:s' & &
Workers y 9 Workers Earnings 9 Canada. As Table 14 shows, average weekly
BC 5614 1 5480 70.6% 6 earnings in BC for all workers in 1997 were
AB $562 3 $443 78.8% 8 $615 per week, followed by Ontario ($600),
SK $507 6 $389 76.7% 10 Alberta ($562) and Quebec ($551)."!
MB 3509 5 3394 77.4% 9 One element underlying higher incomes
0, . . . . . .
N 2606 2 2489 80.7% > in BC is a high degree of unionization. Work-
PQ $551 4 $459 83.3% 3 .. .
ers bargaining collectively have greater lever-
NB $491 8 §422 85.9% 1 faic share of the fouite of
NS s8] 5 5393 a1 7% . age to garner a fair share of the fruits of pro-
PEI 5440 10 $349 79.3% 7 duction. AsTable 15 shows, BC ranks fourth
NFLD $498 7 $422 84.7% 2 among the provinces, with 36.8% of the la-
bour force unionized. Quebec has the high-
Table 15: Union Density, 1997 est union density in Canada at 41.7%, fol-
. Total Labour . . lowed by Newfoundland (41.1%) and Mani-
Union Coverage F Union Densi Union Density
(Thousands) orce nion Density Rank b (37 5%)
(Thousands) toba .070).
BC 536.7 1,458.5 36.8% 4 In spite of overall labour market condi-
AB 292.5 1,148.1 25.5% 10 tions, disparities are still evident. In BC,
K 1286 3515 36.6% > hourly workers make less on a weekly basis
0 . o .
M8 1642 4383 37.5% 3 than do salaried workers. This is true across
ON 1,346.9 4,498.6 29.9% 8 . .
all provinces, although in BC, hourly work-
PQ 1,147.1 2,747.8 41.7% 1 . .
NB 817 26822 30.5% ; ers make relatively more than in other prov-
NS 101.4 3206 30.8% 6 inces. This reflects both the higher minimum
PEI 14.0 485 28.9% 9 wage and higher unionization rate in BC.
NFLD 67.2 163.6 41.1% 2 Hourly workers made average weekly
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earnings of $489 per week, tied for highestin  for their categories. In fact, the average woman

Canada with Ontario. In spite of this, hourly ~ in BC makes more than the average man in

workers made 79.6% of the average weekly ~ PEIL. That PEI ranks No. 1 in terms of gen-

earnings of all workers (sixth highest) due to  der equity, therefore, is somewhat illusory,

relatively higher earnings of salaried employ-  driven by lower male earnings rather than

ees compared to other
provinces.

The labour market is
also characterized by
gaps between men and
women. Average in-
come in BC for full-
time, year-round work-
ers in 1996 was $40,292,
highest in Canada.'
Figure 9 breaks this
down by gender. On av-
erage, men made
$44,471, while women
made only $33,008.
This indicates an ongo-
ing disparity between
men and women in take
home pay (though this
has been improving).
The ratio of female to
male earnings in BC is
73.8%, fourth highest in
the country, behind PEI
(76.8%), Quebec
(75.7%) and Manitoba
(74.9%). Alberta comes
in last at 67.5% and
Ontario fifth at 73.7%.
While BC is not out of
line, this gap persists and
is a source of inequality
in the province.

Notably, average in-
comes for both men and
women (over 25 years of
age, full-time, year-
round workers) in BC

are the highest in Canada

higher female earnings.

Average Yearly Earnings
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Figure 9: Male and Female Average Yearly Earnings,

Full-Time and Year-Round Workers, 1996
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Figure 10: Unemployment Rates, Youth vs. Overall,

1997

PEI

NFLD

mUnemployment Rate, Both Sexes, Age 15+
m Unemployment Rate, Both Sexes, Age 15-24

BC AB SK MB ON

PQ NB NS

PEI

NFLD

CCPA 21




Over the past 20 years, the labour force
participation rate for women in BC has risen
from 41.9% in 1977 to 57.9% in 1996. In
1997, unemployment rates in BC for men and
women over 25 years of age were comparable,
at 7.4% for men and 7.3% for women. Over
the 19907, there is no clear overall pattern with
regard to unemployment by gender. Some
years show slightly higher unemployment rates
for women, others slightly higher for men.

A final division in the labour market has
to do with youth. Because of schooling and
part-time work, youth tend to be less settled
into work, reflected by higher and more vari-
able unemployment rates in every jurisdiction.
Many youth begin their work histories as mini-
mum wage workers and as summer employ-
ees. BC’s higher minimum wage is thus an im-
portant element underlying youth income, as
factors such as work experience play less of a
role. While many have asserted that high mini-
mum wages increase unemployment, evidence
suggests that any disemployment effects are

small and are often statistically insignificant.

Figure 10 shows that unemployment in
BC for those aged 15-24 was 15.9% in 1997,
compared to the overall BC unemployment
rate of 8.7%. Both youth and overall unem-
ployment rates were in the middle of the pack
when compared to other provinces. Youth
unemployment was 83% higher than overall
unemployment in BC, the seventh highest gap
among provinces.

Whether this reflects particular features
of the labour market and/or policy choices by
the provincial government is unclear. High
minimum wages in BC do not appear to be
driving the gap, as larger gaps are found in
both Alberta (90% higher) and Ontario (96%
higher), where minimum wages are lower.
Whatever the cause, high youth unemploy-
ment rates reflect the hardships faced by youth
when trying to establish a life for themselves,

and in some cases, to overcome poverty.

Income Inequality

Income inequality is one of the poorest areas

of performance for BC. Measured by the gini
coefficient, a measure of income

distribution, BC was the most

Figure 11: After-tax GINI Coefficients,

1992, 1994 and 1996

unequal of all provinces from
1993 to 1996 in income after

taxes and transfers.”®> In 1992,

038 BC had the eighth highest degree
0.37 [1992 W1994 W1996 of income inequality. Only Al-
berta and Saskatchewan fared
036 worse in 1992. Both of these
E 035 provinces have subsequently re-
é duced income inequality, with

T 034 . .
S lower gini coefficients for 1996
5 033 by 6.6% and 5.7% respectively
032 over 1992. In contrast, over the
' same time period, BC has be-
0.31 come relatively more unequal,
03 U with an increase in the gini coef-

BC AB SK MB ON PQ NB NS PEl NFLD ficient of 2.2%."
This is certainly cause for
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concern, particularly since BC has a labour
market that distributes income relatively well
compared to other provinces. Gini coefficients
for income before transfers (i.e. market in-

come) are, of course, higher than gini coeffi-

cients after taxes and
transfers for all prov-
inces. But the im-
provement in equality
after taxes and transfers
in BC is much less than
in other provinces.

In 1996, BC had
the sixth lowest gini
coefficient  when
measuring pre-tax
market income, but
the highest gini coef-
ficient after taxes and
transfers (i.e. most
unequal). In 1994
and 1995, BC had the
third lowest gini coef-
ficients, and in 1993
fifth lowest, but in
each of these years be-
came the most un-
equal province after
taxes and transfers. In
1992, this drop was
from second to eighth.

While there are
year to year variations
in the data, the pattern
BC does the

worst job of all prov-

is clear.

inces in redistributing
income to those that
need it, a point that re-

the

progressivity in the tax

flects poor
system noted in Sec-

tion II. Part of an

explanation lies in transfers to other provinces,
which serve to decrease overall income. Still,
the bottom line result is that BC remains last
in equality when it comes to the actual money

that people have in their pockets.
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Figure 12: Percent of Population Below Poverty Line
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Figure 13: Income Assistance as a Percentage
of the Low Income Cut-Off, 1996
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The inequality situation is highlighted by
looking at the proportion of the population
considered poor. In 1996, BC had 17.9% of
all persons living below the poverty line, or
“low income cut oft” (LICO)."” Only Mani-
toba (19.6%) and Quebec (21.4%) were
worse. Ontario had the second lowest pro-
portion at 16.1% and Alberta the fourth low-
est at 16.4%. Breaking down the population
by age, BC maintains its low eighth place rank
for those 65 and over, and for those 18-65.
Only in the under-18 category does BC rate
better, with the fourth lowest proportion,
though with one in five children living in pov-
erty, this relative ranking is nothing to brag
about.

As Figure 12 shows, the percentage of the
population living below the poverty line in BC
has been on an upward trend, from 16.5% in
1992 to 17.9% in 1996. In terms of relative
changes, BC is in the middle of the pack —
that is, other provinces have seen worse increases
in poverty rates. Notably, Alberta has decreased
its rate from 20.8% in 1992 to 16.4% in 1996,
but this fall is likely related to 1993 cuts in so-
cial assistance, which encouraged the poor to
move out of the province.

For many below the poverty line, welfare
is the primary means of income. Yet, social
assistance rates have been on a downward
trend, to the point where they are insufficient
for the purposes they are supposed to serve.
Figure 13 shows income assistance rates as a
percentage of the LICO. A single employ-

able person on welfare in BC received income
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of $6,332 in 1996, only 39% of the LICO.
In absolute terms, this is the second highest
total welfare income, behind Ontario at
$6,809, an indication of the dismal state of
social assistance in Canada.

The numbers tell a similar story for a
couple with two children on welfare, though
for all provinces, the gap between welfare and
LICO is not as severe as for single
employables. In BC, a couple with two chil-
dren received $17,906 in welfare income
(third highest of the provinces in absolute
terms), or 56% of the LICO. Ultimately,
rankings do not convey the complete picture,
as welfare rates in all jurisdictions are so far
below the poverty line.

In recent years, the provincial government
has introduced changes to social assistance in
BC that are not reflected in the most recent
data. The BC Benefits program, introduced
in 1996, cut already low welfare rates for peo-
ple deemed “employable.” The Family Bo-
nus, also introduced in 1996, provides new
income assistance for low and modest income
families. Yet, while the Family Bonus reduces
the poverty gap for the working poor, it does
not help poor people on welfare, since it is
deducted dollar-for-dollar from welfare

cheques.

Summary

Equity and economic justice is the weakest
area of performance for BC of the five public
policy areas examined in this report. While

labour market outcomes are better than most




provinces, after taxes and transfers, BC is the
most unequal of all provinces. Disparities in
the labour market for youth, women or hourly
workers are present, but not as severe as other
provinces.

More disturbing is the high number of
people living in poverty and the inadequacy

of current social assistance rates. In spite of

Conclusion

the fact that BC is a good place to work, life
for those that cannot work or cannot find work
is hard. Given that many British Columbians
will be on assistance at some point in their
lives, this policy weakness exposes all but the
most wealthy citizens to the risk of severe pov-
erty. This area requires immediate government

attention.

The findings in this report card come in con-
trast to the conventional wisdom reported in
the mainstream media. In part, this is because
the analysis addressed a much larger set of sta-
tistical indicators than typically used to evalu-
ate public policy. Contrary to many claims,
BC’s fiscal situation is sound and the prov-
ince’s tax regime is one of the least burden-
some in the country. Both health and educa-
tion are well funded, but both areas have im-
portant policy weaknesses that transcend fund-
ing alone.

Where policy-makers most need to turn
their attention is to the problem of inequality
in the province. Visible evidence of increas-
ing poverty, such as can be found on the streets
of Vancouver’s Downtown East-side, is bol-
stered by the data, which show increasing lev-
els of people living below the poverty line,
while social assistance levels are insufficient

to provide an adequate safety net. Recent tax

cuts that benefit the well-off will only serve to
widen the income gap. A thorough and im-
mediate action plan is required to stop the
steady worsening of conditions for the many
that have fallen between the cracks.

Given the strength of BC’s fiscal situa-
tion and the overall wealth in the province,
there is no reason why poverty and inequal-
ity should remain problem areas. As the
province is experiencing an economic
slowdown, government can and should run
a deficit this fiscal year. With low debt-serv-
ice costs, BC is in the fortunate position,
unlike most provinces, of having room to
engage in counter-cyclical fiscal policy. Criti-
cal areas include rural areas that remain de-
pendent on forestry and mining, and urban
areas where poverty is a deep social problem.
Failure to address these areas will further
undermine equality in the province. The

need for action is clear.

CCPA
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Appendix: Data and Sources

Note: Tables are presented here only for those statistics represented by figures in the body of the report.

Fiscal Environment

Figure 1: Net debt-to-GDP ratio
Source: TD Economics, TD Report on Canadian Government Finances

Debt-to-GDP Ratio (%) 97-98 % Change
9293 | 93.94 | 9495 | 9596 | 9697 | 97.08 || Rank | 92-93t097-98

BC 182 192 189 19 20 20 2 10%
AB 206 214 199 202 164 13.1 1 -36%
sK 492 47.2 422 40.9 348 337 6 -32%
MB 255 27.8 284 2522 24 3 3 -10%
ON 24 2722 29 314 307 303 4 26%
PQ 373 404 438 432 438 437 9 17%
NB 372 373 357 333 326 319 5 -14%
NS 44.1 483 49.1 452 437 4238 8 3%

PEI 15 313 39 36.4 3456 34 7 127%
NFLD 49.9 533 533 503 467 437 9 12%

Table 1: Debt service charges as a percentage of provincial revenues
Source: TD Economics, TD_Report on Canadian Government Finances; BC Budget 1998

Table 2: Government expenditure as a percentage of GDP
Sources: Statistics Canada, Financial Management System

Table 3: Program spending per capita
Source: TD Economics, TD Report on Canadian Government Finances

Tax System

Table 4: Marginal and Average Taxes
Source: BC Budget 1998

Table 5: Federal and Provincial income tax as a percentage of total income

Source: Canadian Tax Foundation, Finances of the Nation 1998

Table 6: Personal disposable income per capita
Source: Statistics Canada, Provincial Economic Accounts, cat. #13-213

Table 7: Tax Profiles and Figure 2: Progressivity of Total Provincial Taxes

Source: BC Budget 1998

Two-Income Family of Four

Unattached Individual

Total Provincial Tax ($) Provincial Tax as a % of Income Total Provincial Tax As a % of Income

owisaok Ve U | lowsaoc Mde g Moert uppensaon| Mgdet Uppe
BC $3,385 $6,518 $10,487 11.3% 11.9% 11.7% BC $2,289 $10,937 9.2% 13.7%
AB $2,758 $5,699 $9,537 9.2% 10.4% 10.6% AB $1,805 $9,646 7.2% 12.1%
SK $4,787 $8,016 $14,203 16.0% 14.6% 15.8% SK $2,369 $14,464 9.5% 18.1%
MB $5,087 $8,958 $16,234 17.0% 16.3% 18.0% MB $2,717 $15,676 10.9% 19.6%
ON $4,318 $7,730 $13,276 14.4% 14.1% 14.8% ON $2,297 $13,176 9.2% 16.5%
PQ $3,351 $9,957 $18,971 11.2% 18.1% 21.1% PQ $3,938 $19,843 15.8% 24.8%
NB $3,893 $6,715 $12,487 13.0% 12.2% 13.9% NB $2,402 $12,263 9.6% 15.3%
NS $4,513 $7,149 $12,256 15.0% 13.0% 13.6% NS $2,340 $13,039 9.4% 16.3%
PEI $3,987 $6,673 $12,119 13.3% 12.1% 13.5% PEI $2,465 $12,876 9.9% 16.1%
NFLD $4,163 $7,559 $13,543 13.9% 13.7% 15.0% NFLD $3,040 $14,944 12.2% 18.7%
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Table 8: Corporate tax rates
Source: TD Economics, TD Report on Canadian Government Finances

Support for Public Health

Figure 3: Public and private health expenditures
Source: Canadian Institute for Health Information, on-line statistics

Public Private Public as a % | Private as a %
Expenditures | Expenditures of Total of Total
BC $1,955 $685 74% 26%
AB $1,588 $729 69% 31%
SK $1,768 $643 73% 27%
MB $1,886 $807 70% 30%
ON $1,757 $890 66% 34%
PQ $1,615 $769 68% 32%
NB $1,708 $813 68% 32%
NS $1,595 $664 71% 29%
PEI $1,616 $774 68% 32%
NFLD $1,746 $593 75% 25%

Table 9: Health Status Indicators
Source: Maclean’s, CIHI/Macleans Health Report, June 15, 1998

Table 10: Health Expenditures by Use of Funds
Source: Canadian Institute for Health Information, on-line statistics

Figure 4: Registered Nurses per capita
Source: Canadian Institute for Health Information, on-line statistics; LPN data collected by Hospital Employees Union.

Gen. & Family Practitioners RNs
BC 1.08 7.46
AB 0.85 7.63
SK 0.85 8.29
MB 0.88 9.22
ON 0.86 6.89
PQ 1.02 7.98
NB 0.86 9.9
NS 0.69 9.35
PEI 0.98 9.09
NFLD 1.01 9.2

Support for Public Education

Figure 5: Expenditures per Student, K-12
Source: BC Ministry of Education, Inter-provincial Education Statistics Project

Operating Capital Total
Expenditures | Expenditures | Expenditures

BC $6,321 $890 $7,211
AB $5,426 $600 $6,026
SK $5,719 $348 $6,067
MB $6,309 $294 $6,603
ON $6,802 $402 $7,204
PQ $6,368 $326 $6,694
NB $4,711 $359 $5,070
NS $4,632 $175 $4,807
PEI $5,414 $441 $5,855
NFLD N/A N/A N./A
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Figure 6: Student-Educator Ratio, K-12
Source: BC Ministry of Education, Inter-provincial Education Statistics Project

BC AB SK MB ON PQ NB NS PEl | NFLD
1991/92 | 1623 | 1684 | 1639 | 1497 | 1470 | 1444 | 1657 | 1595 | 1709 | 15.23
1992/93 | 1640 | 17.31 | 1654 | 1496 | 1489 | 1427 | 1674 | 1645 | 1681 | 1496
1993/94 | 1676 | 17.59 | 17.03 | 1493 | 1520 | 1439 | 1687 | 1639 | 1673 | 1475
1994/95 | 16.82 | 17.87 | 17.05 | 1499 | 1562 | 1443 | 1703 | 17.09 | 17.10 | 1466
1995/96 | 1676 | 1805 | 1697 | 1532 | 1590 | 1448 | 1686 | 17.53 | 1693 | 1470
1996/97 | 1685 | 1829 | 1680 | 1549 | 1623 | 1473 | 17.01 | 1747 | 1691 | 1448

Figure 7: Post-secondary spending per capita
Source: Statistics Canada, Financial Management System

Post-secondary Education Expenditures, $ per capita | % chang

1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 19927
BC 346 354 365 369 374 372 7.5%
AB 417 416 362 321 316 344 -17.6%
SK 314 315 312 309 302 319 1.6%
MB 274 269 254 259 256 276 0.5%
ON 322 270 263 293 243 271 -15.8%
PQ 481 465 483 471 449 433 -10.1%
NB 338 323 332 332 346 341 1.0%
NS 427 355 342 352 329 323 -24.5%
PEI 324 365 314 270 291 261 -19.7%
NFLD 383 335 325 313 296 292 -23.8%

Table 11: University Tuition
Source: Maclean’s, Maclean’s Directory 1997, November 27, 1997

Table 12: Post-secondary participation rates
Source: Robert Allen, The Education Dividend, published by CCPA, March 1999

Figure 8: Full-time post-secondary faculty
Source: Statistics Canada, Education in Canada, cat. #81-229; Provincial Economic Accounts, cat. #13-213

University Full Time| College Full Time Total Full Time :::223?::::;:?;

Educators 1995/96 | Educators 1995/96 | Educators 1995/96 1995
BC 3,343 2,833 6,176 1.645
AB 2,981 1,605 4,586 1.671
SK 1,433 328 1,761 1.738
MB 1,637 800 2,437 2.153
ON 13,362 7,768 21,130 1.900
PQ 8,919 9,649 18,568 2.527
NB 1,183 432 1,615 2.128
NS 2,004 569 2,573 2.746
PEI 183 48 231 1.711
NFLD 962 300 1,262 2.195

Table 13: Percentage of Population with a University Degree
Source: Statistics Canada, Education in Canada, cat. #81-229
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Equity and Economic Justice

Table 14: Earnings
Source: Statistics Canada, Employment, Earnings and Hours, 1998, cat. #72-002 XPB

Figure 9: male and Female Average Yearly Earnings
Source: Statistics Canada, Earnings of Men and Women, 1996, cat. #13-217 XPB

All Workers Male Female Rati:oo{nFaeI:rale
BC $40,262 $44,741 $33,008 73.8%
AB $36,026 $40,978 $27,648 67.5%
SK $32,380 $36,478 $25,542 70.0%
MB $31,992 $35,408 $26,524 74.9%
ON $39,856 $44,570 $32,838 73.7%
PQ $35,606 $39,390 $29,823 75.7%
NB $32,705 $37,282 $25,637 68.8%
NS $31,974 $36,177 $26,213 72.5%
PEI $29,635 $32,903 $25,275 76.8%
NFLD $32,800 $37,138 $26,821 72.2%

Figure 10: Unemployment rates—youth vs. overall
Source: Statistics Canada, Historical Labour Force Statistics, cat. #71-201 XPB

Unemployment | Unemployment U::;E:;:, fyrr?::rto
Ratel\Both Sexes, | Rate, Both_Sexes, Population
ge 15+ Age 15-24 Unemployment

BC 8.7 15.9 1.83

AB 6.0 11.4 1.90

SK 6.0 10.6 1.77

MB 6.6 12.3 1.86

ON 8.5 16.7 1.96

PQ 114 19.9 1.75

NB 12.8 20.7 1.62

NS 12.2 21.1 1.73

PEI 14.9 17.6 1.18

NFLD 18.8 27.7 1.47

Table 15: Union density
Statistics Canada, Labour Force Survey, CD-ROM

Figure 11: After-Tax Gini coefficients

Source: Statistics Canada, Income After Tax, cat. #13-210 XPB

1992 1993 1994 1995 1996
BC 0.365 0.368 0.361 0.363 0.373
AB 0.376 0.366 0.352 0.348 0.351
SK 0.369 0.338 0.346 0.352 0.348
MB 0.357 0.343 0.342 0.339 0.341
ON 0.351 0.346 0.349 0.354 0.359
PQ 0.342 0.338 0.348 0.353 0.356
NB 0.34 0.33 0.345 0.341 0.341
NS 0.362 0.343 0.359 0.348 0.342
PEI 0.33 0.322 0.326 0.323 0.335
NFLD 0.333 0.331 0.334 0.344 0.334
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Figure 12: Percentage of population below the LICO
Source: Statistics Canada, Low income Persons, 1980 to 1996, cat. #13-569 XPB
Percentage Below LICO, 1996

20.2% 16.9% 18.5% 17.9%
22.3% 16.1% 14.9% 17.6%

20.3% 14.5% 16.6% 16.1%
19.8% 15.1% 14.7% 16.1%
18.5% 12.6% 15.6% 14.5%

Percentage Below LICO, 1992-96

Figure 13: Income assistance rates
Source: National Council on Welfare, Welfare Incomes 1996

6332 16061 17,906 31862
5959 14107 17,451 27,982

on | es9 | o | am | a7 3162
Ne | s 14,107 13,359 27,982
e | sas 13761 17,52 2338
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Notes

For a more detailed look at how Alberta compares to
BC, see the CCPA’s A Tale of Two Provinces, by Seth
Klein and Catherine Walshe.

Net public debt is government debt net of the debt of
self-financing Crown corporations (such as BC
Hydro or BC Rail). Net public debt is approximately
equal to the sum of all past years’ deficits and
surpluses.

The BC Budget cites debt service costs of only 4%.
We have cited “taxpayer-supported debt”, which
includes payments to hospitals, municipalities,
universities and provincially-supported Crown
corporations, for their own debt service in order to
make figures comparable with those reported by
other provinces.

Applicable income for the top rate varies due to
RRSP and other deductions, as provincial income tax
is calculated as a percentage of federal taxes payable.
In BC, two surtaxes are levied on provincial tax
payable at higher income levels.

Of note, Quebec residents receive an abatement on
federal tax of 16.5% of the total federal income tax
payable.

These figures are derived from models based on
average individuals and families. Comparisons are
unavailable for incomes over $80,000 per year due to
breakdowns in the assumptions describing very high
income earners, such as RRSP contributions and
other deductions.

A literature survey by the US Federal Reserve Bank of
Boston notes the weak link between regional tax policy
regimes and company decisions on location and
investment. Labour and energy costs, the availability
of skilled labour and natural resources, climate and

publicly provided services all play significant roles in
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determining where companies operate.

Tuition information for colleges was not available.
The numbers reported for Quebec include those
attending CEGEDP, a two-year college that follows
Grade 11.

See the CCPA’s “Standing Room Only: The Case for
Expanding BC’s Universities” by Robert Allen for
more detailed information on the shortfall between
number of degrees and certificates awarded and
demand for graduates in the BC economy.

A contention with earnings numbers has to do with
cost of living considerations. High cost of living in
areas such as Vancouver may offset BC’s earnings
advantage, but this would be true for Toronto as well.
Whether cost of living differences are a factor for
comparable rural areas is unclear. Unfortunately,
there is no generally accepted framework to account
for different cost of living factors across Canada’s
regions.

Because women are less likely to work full-time and
year-round, there are some limitations to
comparisons between men and women on this basis.
The gini coefficient is derived by dividing income
earners into fifths, and comparing the share of total
income that accrues to each group. A gini coefficient
of 1 means absolute inequality, while a coefficient of
0 means absolute equality.

Inequality for BC (and elsewhere) may be
understated, as high incomes in excess of $200,000
are rounded down to $200,000 when gini
coefficients are calculated.

The Low Income Cut-Off is the income level where a
household will, on average, spend a disproportionate
share of its income on food, clothing and shelter

relative to the average family.
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