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The Economy, Labour Market, Inflation and Wages in 2005
and Prospects for 2006

The purpose of this document is to present
current economic and labour market trends in
Canada to give PSAC staff and members a
good idea of the current state of the Canadian
economy. In this edition, we will describe how
the Canadian economy performed since the
start of 2005, and update some projections for
2006. Definitions and explanations of each of
the economic indicators used herein appear in
a glossary at the end.

The economy in 2005 and growth
prospects in 2006

Rather sluggish economic growth can have
major repercussions on our economic and
financial security. Economic growth not only
creates and preserves jobs but it also affects
government revenues and our standard of
living.

When the economy grows at a rate close to its
potential long-term growth rate’ as it has in
recent years, it is then said to be performing
well in general. This ordinarily produces more
income for Canadians and for their
governments.

How has the Canadian economy
performed since the start of 20057

The Canadian economy continued to grow in
the first two quarters of 2005, on the heels of
its 2.8% growth in 2004. The value of
Canada’s economy increased by 2.9% on
average over the first two quarters, as
compared with the first two quarters of the
previous year. Real gross domestic product
(GDP) rose 3.2% in the second quarter and
2.1% in the first quarter (The Dalily, Statistics
Canada, August 31, 2005).

This economic growth can be explained, in
particular, by an increase in the demand for
products and services by Canadians and
equivalent growth in  made-in-Canada
production.

Forecasters in the major Canadian financial
institutions® were predicting that the Canadian
economy would grow at the rate of 2.9% in
2005 and 3% in 2006 (Graph 1). According to
the latest forecasts in September 2005, these
forecasts are on the mark for 2005 and still
hold for 2006.
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Source: The Canadian Economic Observer and the Daily, September
2005, Statistics Canada.

Job creation and unemployment in 2005
and forecasts for 2006

The growth of the Canadian economy
generally has a positive impact on the labour
market. It is acknowledged that when
employment levels rise and unemployment
rates decline, jobs are being created. Under
those circumstances, people have a better
chance of finding employment.
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Is the Canadian economy creating jobs?

There were 226,300 jobs created in Canada
between December 2003 and December
2004. Since the end of 2004, the Canadian
economy created 137,600 net full-time jobs.
Employment grew 1.7% in the second quarter
and 33,400 jobs were created in July and
August.

The unemployment rate is still hovering at
around record lows. It declined in 2005 from
7% in December 2004 to 6.8% in August
2005. Further, the participation rate and the
employment rates are nudging record levels,
which reflect the optimism of Canadians in the
job market.

Tableau 1 The Labour Forcein Canada 2003-2005
Dec-03 Dec-04 | 08-2005
Labour force (000) 17092 17280 17378
Employment (000) 15837 16063 16201
Full-time employment (000) 12834 13099 13246
Part-time employment (000) 2993 2964 2954
Unemployment (000) 1255 1217 1208
Unemployment rate (%) 7.3 7.0 6.8
Participation rate (%) 67.7 67.5 67.4

Source: The Daily and the Canadian Economic Observer,
September 2005, Statistics Canada

Canadian financial institutions predict that job
creation will decline in late 2005 and in 2006.
They expected that the number of jobs will
only rise by 1.4% and 1.3% in 2005 and 2006
respectively, as compared with 2.3% and
1.8% in 2003 and 2004. Employment growth
in the second quarter seems to exceed the
forecasts, which can only come as good news
to Canadian workers.
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Source: The Daily, September 2005, the Canadian Economic
Observer, no. 11-210, Statistics Canada and forecasts by the major
financial institutions, September 2005.

Prices and inflation in 2005 and
prospects for 2006

Price hikes affect us every day. When prices
rise and our wages hold steady, we must
spend more today than before to acquire the
same goods and services. Under such
circumstances, we lose purchasing power. In
order to maintain or increase our purchasing
power, wage increases must match or exceed
price increases.

How much have prices risen since the
start of the year?

In August, consumers paid 2.6% more than in
August 2004 for goods and services included
in the consumer price index (CPI) basket, up
sharply from 2% recorded in July.

The strong increase in the 12-month
fluctuation was mainly attributable to gas
prices. The latter rose 12.3% between July
2004 and July 2005 and 20.1% between
August 2004 and August 2005 (The Daily,
Statistics Canada, September 22, 2005).

The price of a standard consumer basket
should increase a little faster than anticipated
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in 2005 and 2006. According to projections by
private sector economists in September 2005,
prices for goods and services in Canada
should rise by around 2.3% in 2005 and 2.2%
in 2006. However, one should not be too
surprised to see the inflation rate rise above
2.5% during the final months of 2005 and into
2006, particularly due to gas price hikes.
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Source : The Daily, September 2005. The Canadian Economic
Observer, no. 11-210, Statistics Canada and forecasts by the major
Canadian financial institutions, September 2005

Negotiated Wages in Canada

How much have recently negotiated
wages risen?

During the first two quarters of 2005, major
ratified collective agreements produced wage
increases of 2.6% in the public and private
sectors.

However, this trend is rising. The major
collective agreements ratified in July 2005
boosted the average base salary by 2.8% a
year for the duration of the agreements. This
marks a slight increase over the 2.7%
recorded during the previous month. In the
public sector, 38,770 employees earned wage
increases of 2.8% on average over 20
agreements. In the private sector, 20,240
employees received increases of 2.9% on
average after 11 agreements were signed.
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Other interesting data

The last section of this publication is devoted
to various economic and social data. We
thought it was fitting to share information on
wage projections for 2006 prepared by a half-
dozen private firms specialized in wage
projections.

What wage increases do employers plan
to pay out in 20067

Every year, firms of private consultants survey
Canadian employers to measure wage
increases employers expect to pay out the
following year’. The techniques used can
vary. Nonetheless, the results of these
surveys can be compared and averages
calculated by industry and occupation.

For all job categories, firms that conduct wage
surveys are calling for wage increases ranging
from 3.2% to 3.5% for 2006. These figures
exceed those posted in the previous three
years.

These firms are also predicting that wage
increases will vary between regions in the
country. For example, they are calling for
increases to exceed the Canadian average in
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Alberta and to be less than this average in the
Atlantic  Provinces. Nonetheless, with
predicted inflation rates of around 2.2%, it
seems that Canadian wage earners, including
members of PSAC, will come out ahead of
inflation.

We hope that this economic information has
been useful. If you have any comments or
suggestions, please contact Sylvain
Schetagne in the Collective Bargaining
Branch of the PSAC in Ottawa.

A rate which, in turn, is determined by the underlying
growth of the labour force and the capital stock along
with the pace of technical change.

% Includes the Royal Bank, the National Bank, the
CIBC, the Bank of Nova Scotia, the Toronto Dominion,
the Fédération des Caisses Populaires, the Bank of
Montreal (Nesbitt Burns and BMO Financial Group)

® Source: forecasts by Watson Wyatt, Mercer, World at
Work, Morneau Sobeco, the Hay Group and Culpepper.

Glossary

Economic growth and Real Gross Domestic
Product :

Economists use numerous methods to measure
the pace of the economy. The most common
indicator and the one receiving the most media
attention is the Real Gross Domestic Product or
real GDP. The Gross Domestic Product (GDP) is
the value of all goods and services produced in a
year within Canada’s borders. The term ‘“real’
means that the evolution of prices (or inflation) has
been taken into account.

Jobs and the unemployment rate :

There is not a month that goes by where the
statistics on the labour market do not make news.
Several statistics are regularly reported, including
the level of employment in our economy and the
unemployment rate. The latter is the percentage
of the labour force that is actively seeking work at
a given time but is unable to find work.
Discouraged workers — individuals who are not
seeking work because they believe the prospects
of finding it are extremely poor — are not counted
as unemployed or as part of the labour force. The

unemployment rate also does not take into
account workers who are “underemployed”, i.e.,
working part time when they would rather be
working full time or have a temporary job when
they would prefer a permanent job.

Inflation and the Consumer Price Index (CPI)

The Consumer Price Index is a widely used
indicator of inflation (or deflation) and indicates the
changing purchasing power of Canadians. It is
determined by calculating, on a monthly basis, the
cost of a fixed “basket” of commodities purchased
by a typical Canadian consumer during a given
month.  The basket contains products form
various categories, including shelter, food,
entertainment, fuel and transportation.

Wage settlements and negotiated wage
settlements :

Several times a year, the Workplace Information
Directorate of HRSC publishes the average basic
pay increases as a result of agreements reached
over a given period.
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ATLANTIC PROVINCES

The Economy, Labour Market, Inflation and Wages in 2005
and Prospects for 2006

The purpose of this document is to present
current economic and labour market trends
in the Atlantic Provinces to give PSAC staff
and members a good idea of the current
state of the economy in that region. We will
describe how the economy performed in
2005 and make a few projections for 2006.

How has the economy
in the Atlantic Provinces performed
since the start of the year?

Rather sluggish economic growth can have
major repercussions on our economic and
financial security. When the economy grows
at a rate close to its potential long-term
growth rate as it has in recent years, it is
then said to be performing well in general.
This ordinarily produces more income for
Canadians and for their governments.

The economy in the Atlantic region should
continue to grow in 2005-2006, reflecting its
upward trend of recent years — 1.3% in 2004
and close to 2.2% in 2005. However,
despite this, it will come in under the
Canadian average of 3%.

Is the economy in the Atlantic region
creating jobs?

The growth of the economy generally has a
positive impact on the labour market.
Between December 2003 and December
2004, the Atlantic Provinces created 18,100
jobs. Since the start of 2005, however,
employment has been relatively stable.

In Newfoundland and Labrador, the number
of jobs dipped by 5,000 in August, driving up
the unemployment rate to 16.7% (+2.3

points). All of the industries in the services
sector were affected.

It must be pointed out, though, that the
5,000 new jobs added in Nova Scotia in
August trimmed the province’s
unemployment rate by 0.7 of a point to
7.2%, the lowest it has been at in close to
three decades. Job increases were mainly
recorded in business services, building
services, other support services and in the
transportation and storage sector.

Création d'emploi/
Employment Growth 2004-2006
3.0%

2.0% A

1.0% 4 miil
0.0% " 'ﬂ ’| =
-1.0% |

TN- | IPE/ |N.E/
NFL/ [P.EI.| N.S.

02004r |1.3% |0.9% |2.4% |1.9%
[12005-08 |-1.4%|1.5% |0.9% |-0.8%
[02005f |0.8% [1.3%|1.2% |1.2%
02006f |1.0% [1.2% 1.1% |1.2%

N.B.

Source: The Daily, September 2005, the Canadian Economic
Observer, no. 11-210, Statistics Canada and forecasts by the main
Canadian institutions, March 2005.

Canadian financial institutions predict that
job creation in the Atlantic Provinces will
decline by the end of 2006. Employment in
Newfoundland-Labrador should rise by 0.8%
and 1% in 2005 and 2006, as compared with
1.3% in 2004. A similar situation will prevail
in Nova Scotia and New Brunswick (each
+1.2%), which recorded growth of 2.4% and
1.9% respectively in 2004,
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How much have prices risen since the
start of the year?

Price hikes affect us every day. When
prices rise and our wages hold steady, we
must spend more today than before to
acquire the same goods and services.
Under such circumstances, we lose
purchasing power. In order to maintain or
increase our purchasing power, wage
increases must match or exceed price
increases.

For all of 2004, consumers in the Atlantic
Provinces paid, on average, between 1.5%
and 2.1% more than in 2003 for goods and
services in the CPI basket. Between August
2004 and August 2005, prices moved up
2.6% and spiked even more sharply in PEI
(3%) and Nova Scotia (3.2%). These
represented the largest 12-month increases
in the country.

According to projections prepared by major
financial institutions, the prices of a standard
basket of consumer goods should rise a bit
faster in 2005 than in 2004 in all Atlantic
Provinces. This growth should be similar to
that turned in by Canada as a whole and
hover at around 2%.

How much have recently negotiated
wages risen?

Major collective bargaining agreements
signed in the Atlantic Provinces since the
start of 2005 have produced average annual
wage increases for the duration of collective
agreements ranging from 25% in
Newfoundland and Labrador to 3.6% in
Nova Scotia.
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Source: The Daily, September 2005, the Canadian Economic
Observer, no. 11-210, Statistics Canada and forecasts by the main
Canadian institutions, March 2005.

What are the wage forecasts for 2006?

For all job categories, firms that have
prepared wage surveys are predicting wage
increases of 3.2% to 3.5% for 2006, which
outpace the figures of recent years.

These firms are also predicting that wage
increases will vary between regions in the
country. For example, they are calling for
increases to exceed the Canadian average
in Alberta and to be less than this average in
the Atlantic Provinces. Al things
considered, with predicted inflation rates of
around 2.2%, it seems that Canadian wage
earners, including members of PSAC, will
come out ahead of inflation.

If you have any comments or suggestions, please contact Sylvain
Schetagne in the PSAC Negotiations Section in Ottawa.

Sources: The Daily, Statistics Canada, September 2005, Statistics
Canada, Industry Canada, Provincial Forecast Round-Up, March
2005, Wage Settlements Bulletin, HRDCC, September 2005.
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QUEBEC

The Economy, Labour Market, Inflation and Wages in 2005
and Prospects for 2006

The purpose of this document is to present
current economic and labour market
trends in the Quebec to give PSAC staff
and members a good idea of the current
state of the economy in that region. We
will describe how the economy has
performed since the start of 2005 and
make a few projections for 2006.

How has Quebec’s economy performed
since the start of the year?

Rather sluggish economic growth can
have major repercussions on our
economic and financial security. When the
economy grows at a rate close to its
potential long-term growth rate as it has in
recent years, it is then said to be
performing well in general. This ordinarily
produces more income for Canadians and
for their governments.

The value of the Quebec economy should
increase by 2.7% in 2005, which is higher
than the 2.2% achieved the previous year.
However, it is important to note that
economic growth in Quebec will be
stronger than in the Atlantic Provinces but
may fall short of that of Canada overall.

Is the economy in the Quebec region
creating jobs?

The growth of the economy generally has
a positive impact on the labour market.
Between December 2003 and December
2004, 51,300 jobs were created in
Quebec. The unemployment rate dipped
0.6 of a percentage point from 9.2% in
2003 to 8.6% in 2004.
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Employment continued its upward trend
since the start of 2005. More than 32,000
jobs were created between December
2004 and August 2005, with the bulk of the
increase coming in the summer of 2005.
Some 17,000 new jobs were added in
August, bringing the total for the last three
months to 58,000. The unemployment
rate continues to decline, dropping from
8.6% in December 2004 to 8.4% in August
2005 (Statistics Canada, September
2005).

Canadian financial institutions predict that
job creation in Quebec will decline by the
end of 2005 and in 2006, as compared
with 2004. They are expecting the number
of jobs to rise by 1.3% and 1.1% in 2005
and 2006 respectively, short of the 2004
performance of 1.7%. Job creation in
Quebec will be slightly off the pace set by
the rest of the country overall.
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How much have prices risen since
the start of the year?

Price hikes affect us every day. When
prices rise and our wages hold steady, we
must spend more today than before to
acquire the same goods and services.
Under such circumstances, we lose
purchasing power. In order to maintain or
increase our purchasing power, wage
increases must match or exceed price
increases.

For all of 2004, consumers in Quebec paid
on average 1.9% more than in 2003 for
goods and services in the CPI basket.
Between August 2004 and August 2005,
the prices of goods and services
measured by the CPl rose 2.8% in
Quebec, 0.2% above the Canadian
average.

This is attributable, in particular, to quickly
rising gas prices. For example, the
average price of unleaded gas at self-
serve stations in Montreal was $1.07 a litre
in August as opposed to 98.9 cents in July
(Statistics Canada, September 2005).

According to projections by the major
financial institutions, the price of a
standard consumer basket should
increase as quickly in 2005 and 2006 as in
2004. Based on projections by private
sector economists, price increases for
goods and services in Quebec should be
around 1.9% in 2005 and 2006.

How much have recently negotiated
wages risen?

Major collective bargaining agreements
signed in Quebec in the second quarter of
2005 have produced average annual wage
increases for the duration of collective
agreements of 2.4%, up from 2.1% in the
first quarter.
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What are the wage forecasts for 20067

For all job categories, firms that have
prepared wage surveys are predicting
wage increases of 3.2% to 3.5% for 2006,
which slightly outpace the figures of recent
years.

These firms are also predicting that wage
increases will vary between regions in the
country. For example, they are calling for
increases to exceed the Canadian average
in Alberta and to be less than this average
in the Atlantic Provinces.

All  things considered, with predicted
inflation rates of around 2%, it seems that
Canadian wage earners, including
members of PSAC, will come out ahead of
inflation in 2006.

If you have any comments or suggestions, please contact
Sylvain Schetagne in the PSAC Negotiations Section in Ottawa.
Sources: The Daily, Statistics Canada, September 2005,
Statistics Canada, Industry Canada, Provincial Forecast Round-
Up, March 2005, Wage Settlements Bulletin, HRDCC,
September 2005.
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ONTARIO

The Economy, Labour Market, Inflation and Wages in 2005
and Prospects for 2006

The purpose of this document is to present
current economic and labour market trends in
the Ontario to give PSAC staff and members a
good idea of the current state of the Ontario
economy. We will describe how the economy
has performed since the start of 2005 and
make a few projections for 2006.

How has Ontario’s economy performed
since the start of the year?

Rather sluggish economic growth can have
major repercussions on our economic and
financial security. When the economy grows
at a rate close to its potential long-term growth
rate as it has in recent years, it is then said to
be performing well in general. This ordinarily
produces more income for Canadians and for
their governments.

The value of the Ontario economy increased
2.6% in 2004, slightly under the 2.8% turned
in by Canada overall. Forecasters from the
major Canadian financial institutions are
predicting a slight boost in Ontario’s economic
growth in 2005 and 2006. According to
projections in late 2004 and early 2005, the
Ontario economy should grow at the rate of
2.75in 2005 and 2.9% in 2006. However, the
province’s economic growth may come in a
shade under that of Canada overall.

Is the economy in the Ontario region
creating jobs?

The growth of the economy generally has a
positive impact on the labour market.
Between December 2003 and December
2004, 83,000 jobs were created in Ontario.
Since December 2004, 53,000 jobs were

created in the province, which trimmed the
unemployment rate from 6.8% to 6.6%.

In the past 12 months, 88,000 jobs (+1.4%)
were added in Ontario, mainly due to sharp
rises in businesses and education services.
This increase exceeded predictions made by
major financial institutions that predicted at the
start of the year that employment in Ontario
would only rise 1.2%.
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Canadian financial institutions predict that job
creation in Ontario will decline by the end of
2005 and in 2006. They are expecting the
number of jobs to rise by 1.2% in 2006, short
of the 2004 performance of 1.7%. Job
creation in Ontario will be slightly off the pace
set by the rest of the country overall.

How much have prices risen since the
start of the year?

Price hikes affect us every day. When prices
rise and our wages hold steady, we must
spend more today than before to acquire the
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same goods and services. Under such
circumstances, we lose purchasing power. In
order to maintain or increase our purchasing
power, wage increases must match or exceed
price increases.

For all of 2004, consumers in Ontario paid on
average 1.9% more than in 2003 for goods
and services in the CPI basket. Between
August 2004 and August 2005, the prices of
goods and services measured by the CPI rose
2.7% in Ontario, 0.1% above the Canadian
average.

Inflation 2004-2006
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This is attributable, in particular, to quickly
rising gas prices. For example, the average
price of unleaded gas at self-serve stations in
Toronto was 97.9 cents a litre in August as
opposed to 90.1 cents in July, which are
similar to Ottawa prices during those months —
97.6 and 91.6 respectively (Statistics Canada,
September 2005).

According to projections by the major financial
institutions, the price of a standard consumer
basket should increase by about 2% in 2005
and 2006.

How much have recently negotiated
wages risen?

Major collective bargaining agreements
signed in Ontario in the first and second
quarters of 2005 produced average annual
wage increases for the duration of collective
agreements of 2.5% and 2.6% respectively.

What are the wage forecasts for 2006?

For all job categories, firms that have
prepared wage surveys are predicting wage
increases of 3.2% to 3.5% for 2006, which
slightly outpace the figures of recent years.

These firms are also predicting that wage
increases will vary between regions in the
country. For example, they are calling for
increases to exceed the Canadian average in
Alberta and to be less than this average in the
Atlantic Provinces. All things considered, with
predicted inflation rates of around 2%, it
seems that Canadian wage earners, including
members of PSAC, will come out ahead of
inflation in 2006.

If you have any comments or suggestions, please contact Sylvain
Schetagne in the PSAC Negotiations Section in Ottawa.

Sources: The Daily, Statistics Canada, September 2005, Industry
Canada, Provincial Forecast Round-Up, March 2005, Wage
Settlements Bulletin, HRDCC, September 2005.
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THE PRAIRIES

The Economy, Labour Market, Inflation and Wages in 2005
and Prospects for 2006

The purpose of this document is to present
current economic and labour market trends in
the Prairie Provinces to give PSAC staff and
members a good idea of the current state of
the economy in that region. We will describe
how the economy performed in 2005 and
make a few projections for 2006.

How has the economy
in the Prairie Provinces performed
since the start of the year?

Rather sluggish economic growth can have
major repercussions on our economic and
financial security. When the economy grows
at a rate close to its potential long-term growth
rate as it has in recent years, it is then said to
be performing well in general. This ordinarily
produces more income for Canadians and for
their governments.

The value of the Prairie economy grew faster
than in Canada overall in 2004, and
forecasters are predicting that this will again
be the case in 2005 and 2006. Manitoba
posted growth of 2.3% in 2004, a figure that
should rise to about 2.8% in the next few
years.

The economy in both Saskatchewan and
Alberta experienced rapid growth in 2004, with
value appreciating by 3.5% and 3.7%
respectively.  This trend should continue
during the year and in 2006, especially in
Alberta.

Is the economy in the Prairie region
creating jobs?

The growth of the economy generally has a
positive impact on the labour market.
Between December 2003 and December
2004, the Prairies created 41,400 jobs. Since
December 2004, the number of jobs has only
risen by 14,000, which bears out the
slowdown anticipated by forecasters in the
area of job creation in the Prairie provinces.

The unemployment rate in Alberta rose
slightly by 0.3 of a percentage point in August
to 3.9%. Even though employment changed
little in August, 20,000 (+1.1%) new jobs have
been added in the past year. In the past 12
months, jobs in natural resources and in the
professional, scientific and technical services
category rose by 152% and 13.9%
respectively. In Saskatchewan, jobs were off
3,000 in August, which continued the
downward trend that started early in the year.
Declines in the accommodation and food
services and in education services contributed
to the overall drop in August. Employment in
Manitoba has remained stable since the start
of the year.

How much have prices risen since the
start of the year?

Price hikes affect us every day. When prices
rise and our wages hold steady, we must
spend more today than before to acquire the
same goods and services. Under such
circumstances, we lose purchasing power. In
order to maintain or increase our purchasing
power, wage increases must match or exceed
price increases.
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For all of 2004, consumers in Manitoba and
Saskatchewan paid, on average, between 2%
and 2.2% more than in 2003 for goods and
services in the CPI basket. In Alberta, prices
did not rise as quickly as the year before (only
1.4%), which is in sharp contrast to the
staggering price hikes in late 2002 and 2003.
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Inflation is up in the three Prairie Provinces. In
August 2004 and August 2005, the price of goods
and services as measured by the CPI nudged up
2.6% in the Prairies, ranging from 2.4% in Alberta
to 2.9% in Manitoba.

How much have
recently negotiated wages risen?

Major collective bargaining agreements
signed in the Prairies in the second quarter of
2005 have produced average annual wage
increases in base pay for the duration of
collective agreements ranging from 1.9% in
Saskatchewan to 3.2% in Manitoba and
Alberta.
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What are the wage forecasts for 2006?

For all job categories, firms that have
prepared wage surveys are predicting wage
increases of 3.2% to 3.5% for 2006, which
outpace the figures of recent years.

These firms are also predicting that wage
increases will vary between regions in the
country. For example, they are calling for
increases to exceed the Canadian average in
Alberta and to be less than this average in the
Atlantic Provinces. All things considered, with
predicted inflation rates of around 2%, it
seems that Canadian wage earners, including
members of PSAC, will come out ahead of
inflation in 2006.

If you have any comments or suggestions, please contact Sylvain
Schetagne in the PSAC Negotiations Section in Ottawa.

Sources: The Daily, Statistics Canada, September 2005, Industry
Canada, Provincial Forecast Round-Up, March 2005, Wage
Settlements Bulletin, HRDCC, September 2005.
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Legionial Trenes

BRITISH COLUMBIA

The Economy, Labour Market, Inflation and Wages in 2005
and Prospects for 2006

The purpose of this document is to present
current economic and labour market trends in
the Atlantic Provinces to give PSAC staff and
members a good idea of the current state of
the economy in that region. We will describe
how the economy performed in 2005 and
make a few projections for 2006.

How has the economy in British Columbia
performed since the start of 20057

Rather sluggish economic growth can have
major repercussions on our economic and
financial security. When the economy grows
at a rate close to its potential long-term growth
rate as it has in recent years, it is then said to
be performing well in general. This ordinarily
produces more income for Canadians and for
their governments.

The value of the British Columbia economy
increased 3.9% in 2004, the highest growth in
the country. Forecasters in the major
Canadian financial institutions are predicting
that this economic growth will continue in
British Columbia in 2005 and 2006.

According to projections made in late 2004
and early 2005, BC’'s economy should grow
by 3.5% in 2005 and 3.3% in 2006, which will
outpace the rest of the country.

Is British Columbia’s economy
creating jobs?

Economic growth generally has a positive
effect on the Ilabour market. Between
December 2003 and December 2004, 32,400
jobs were created in British Columbia. The
unemployment rate dropped a percentage

point from 6.5% in 2003 to 5.5% in 2004.
Even though employment varied little in
August, the unemployment rate did dip 0.4 of
a point to 5.8% in British Columbia.

Croissance de I'emploi/

Employment Growth 2004-2006
4.0% -

a—

3.0% -

2o ) TR e

1.0% +

0.0% -

B.C. Canada
12004 r 2.3% 1.8%
[12005-08 3.4% 1.5%
32005 f 2.0% 1.4%
12006 f 1.8% 1.3%

Over the past 12 months, BC has posted the
highest job creation rate of all Canadian
provinces (+3.4%). The increase in the
number of construction jobs and in education
services contributed to this rapid rise, as did
the spike in the services industries (Statistics
Canada, September 2005).

Canadian financial institutions have predicted
that job creation will decline by the end of
2006, but will nonetheless exceed the
Canadian average. They are expecting the
number of jobs to rise by about 2% in 2006.
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How much have prices risen since the
start of the year?

Price hikes affect us every day. When prices
rise and our wages hold steady, we must
spend more today than before to acquire the
same goods and services. Under such
circumstances, we lose purchasing power. In
order to maintain or increase our purchasing
power, wage increases must match or exceed
price increases.

For all of 2004, consumers in British Columbia
paid, on average, 2% more than in 2003 for
goods and services in the CPI basket.
Between August 2004 and August 2005,
prices as measured by the CPI moved up
2.1% , 0.5% less than the Canadian average

Inflation 2004-2006
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According to projections prepared by major
financial institutions, the prices of a standard
basket of consumer goods should rise as
quickly in 2006 than in 2005. The price
increase for products and services in BC
should hover at around 2.2% in 2006.

How much have
recently negotiated wages risen?

Major collective bargaining agreements
signed in British Columbia in the second
qguarter of 2005 have produced average
annual wage increases in base salary for the
duration of collective agreements of 1.2% per
year.

What are the wage forecasts for 2006?

Every year, firms of private consultants survey
Canadian employers to measure wage
increases employers expect to pay out the
following year. The techniques used can vary.
Nonetheless, the findings of these surveys
can be compared and averages established
according to industry and occupation.

For all job categories, firms that have
prepared wage surveys are predicting wage
increases of 3.2% to 3.5% for 2006, which
slightly outpace the figures of recent years.

These firms are also predicting that wage
increases will vary between regions in the
country. For example, they are calling for
increases to exceed the Canadian average in
Alberta and to be less than this average in the
Atlantic Provinces. All things considered, with
predicted inflation rates of around 2%, it
seems that Canadian wage earners, including
members of PSAC, will come out ahead of
inflation in 2006.

If you have any comments or suggestions, please contact Sylvain
Schetagne in the PSAC Negotiations Section in Ottawa.

Sources: The Daily, Statistics Canada, September 2005, Statistics
Canada, Industry Canada, Provincial Forecast Round-Up, March
2005, Wage Settlements Bulletin, HRDCC, September 2005.
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The North
The Economy, Labour Market, Inflation and Wages in Early 2005

The purpose of this document is to present
current economic and labour market trends in
Canada’s northern territories to give PSAC
staff and members a good idea of the current
state of the economy. We will describe how
the economy in Nunavut, the Northwest
Territories and Yukon performed in 2004 and
in the first months of 2005.

How did the economy in the Territories
perform in 2004 and how well has it done
since the start of 20057

Rather sluggish economic growth can have
major repercussions on our economic and
financial security. To estimate the growth of
the economy in the North, we can look at both
the increase in retaill sales and average
weekly earnings (including overtime). When
both of these indicators increase, this is
generally a sign that the economy is growing.

Retail sales increased in Nunavut (+7,5%),
Yukon (4,9%) and the Northwest Territories
(+13.9%) between July 2004 and July 2005.
The increase in sales in the NWT exceeded
the Canadian average (7.9%). Average
weekly earnings increased rather quickly.
While weekly earnings including overtime rose
an average of 3.3% on average across the
country between July 2004 and July 2005,
employees in the Canadian territories saw
their earnings rise far more quickly — 9.8% in
Nunavut, 5.8% in the Yukon and 2.4% in
NWT.

Does the regional economy create jobs?

Economic growth generally has a positive
effect on the job market. In 2004, the
unemployment rate declined more than four
percentage points in the Yukon from 10.4% to
6.1%. In the NWT, the unemployment rate
also dipped from 7% to 6%.

In August 2005, the unemployment rate in
Yukon and NWT stood at 5.2% and 5.6%
respectively. Note, however, that 2004-2005
data on the Nunavut labour market is not
available.

How much have prices risen since the
start of the year?

Price hikes affect us every day. When prices
rise and our wages hold steady, we must
spend more today than before to acquire the
same goods and services. Under such
circumstances, we lose purchasing power. In
order to maintain or increase our purchasing
power, wage increases must match or exceed
price increases.

In  August 2005, prices rose 2.5% in
Yellowknife and Whitehorse and 2% in Igaluit.

If you have any comments or suggestions, please contact Sylvain
Schetagne in the PSAC Negotiations Section in Ottawa.

Sources: The Daily, Statistics Canada, September 2005, Statistics
Canada, Employment, Earnings and Hours, 2005, table 9, Statistics
Canada, Consumer Price Index, September 2005, table 7.
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National Capital Region
The Economy, Labour Market and Inflation since the Start of 2005

The purpose of this document is to present
current economic and labour market trends in
the National Capital Region to give PSAC staff
and members a good idea of the current state
of the economy in that region. We will
describe how the economy has performed
over the first few months of 2005.

How has National Capital Region’s
economy performed
since the start of
20057

Rather sluggish economic growth can have
major repercussions on our economic and
financial security. When the economy grows
at a rate close to its potential long-term growth
rate as it has in recent years, it is then said to
be performing well in general. This ordinarily
produces more income for Canadians and for
their governments.

The economy in the Ottawa/Gatineau region
should slow down in 2005, now that the
federal government has stopped hiring and
given the slowdown in the construction
industry. Consequently, the Conference
Board of Canada is predicting that the value of
the economy in the NCR should only increase
by 1.5% this year, which falls short of the
expected growth in Canada as a whole.

Is the economy in the NCR region
creating jobs?

The growth of the economy generally has a
positive impact on job creation. In 2004,
3,800 jobs were created in the region. The
unemployment rate decreased two
percentage points between 2003 and 2004
(from 6.8% to 6.6%).

In August 2005, the employment rate stood at
7%. The region lost 12,300 jobs in the period
from December 2004 to August 2005.

How much have prices risen
since the start of the year?

Price hikes affect us every day. When prices
rise and our wages hold steady, we must
spend more today than before to acquire the
same goods and services. Under such
circumstances, we lose purchasing power. In
order to maintain or increase our purchasing
power, wage increases must match or exceed
price increases.

For all of 2004, consumers in Ottawa-
Gatineau paid on average 1.9% more than in
2003 for goods and services in the CPI
basket. This represents an increase that is
less than the average annual increase of 2.5%
measured in 2003.

In August 2005, prices went up 2.8%, which is
two-tenths of a percentage point higher than
the national average (2.6%).

This is attributable, in particular, to quickly
rising gas prices. For example, the average
price of unleaded gas at self-serve stations in
Ottawa was 97.9 cents a litre in August as
opposed to 91.6 cents in July (Statistics
Canada, September 2005).

If you have any comments or suggestions, please contact Sylvain
Schetagne in the PSAC Negotiations Section in Ottawa.

Sources: Statistics Canada and the Conference Board of
Canada, 2005.




