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EXECUTIVE SUMMARY

The earliest European explorers and settlers were drawn to what is modern day British

Columbia by abundant natural resources including fur, gold and coal. By 1871

construction of the Canadian Pacific Railway (CPR) was underway and forestry was

BCO0s single | argest industry, and remains so

Today, processing and transporting natural resources remains central to the BC
economy, however 80 percent of the workforce provides services, not goods. Transport
links to the rest of Canada, our proximity to the American market and exports to global
markets are a cornerstone to our prosperity.

The private sector produces the majority of goods and services in our economy with the

goods sector accounting for about 24 percent of our Growth Domestic Product (GDP)

and the private service sector accountBng for
million, about 84 percent work in the private sector. About 62 percent of the total

workforce are employed in the private sector service industries, while 22 percent

produce goods. Men make up about 80 percent of the goods producing workforce,

while 90 percent of women who have jobs are employed in the service sector, and

make up about half of that workforce. In 2008, 96 percent of BC businesses had fewer

than 50 employees.

Over the last few decades there have been three serious negative trends in the private
sector labour market: the growth of part-time work, the expansion of self-employment
and stagnant incomes. Some sectors fared better than others. Workers in finance,
insurance and real estate saw an increase of between 15-20 percent, while workers in
transportation, for example, saw a loss of about 17 percent. Meanwhile corporate
profits as a share of GDP hit almost 34 percent, the highest in 45 years.

Only one fifth of provincial employment is in the resource and manufacturing sector, yet

they account for 75 percent of BC exports. Exports are crucial to maintaining and
increasing the provinceds high standard of |
grown, including coal, secondary metals and oil and gas, however, the forest sector has
experienced a dramatic decline. At the same time, the volume and cost of imports has

continued to grow. BC had a net surplus in goods exports in 2000, but we now have a

trade deficit of more than $17 billion. Our resources, especially forestry, and expanding
value-added manufacturing are key to rebuilding our export capacity. These sectors

produce high paying direct jobs and many other indirect jobs.
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Recent economic growth in BC has been reliant on real estate and consumer spending.
This has led to a corresponding increase in household debt. At the same time, pro-
business policies have failed to create strong and sustainable growth. A better
approach would be policies that: distribute income equitably, focus on education and
skills training, encourage local procurement policies, use alternative capital sources,
foster research and development and build a greener economy by supporting
investment in public transit, public power and public education..

The report concludes with profiles of key industrial sectors in BC including forestry,

mining, manufacturing, transportation, fishing, construction, retail, telecommunications,
high technology and film production.
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INTRODUCTION

For thousands of years First Nations thrived in the north-western territoriesof A Tur t | e
Island,0 what we now call North America. Abundant natural resources were the

foundation of their communities along the rich coastal regions and throughout the

interior.

These resources drew the first European explorers and settlers to the area, beginning
with the fur trade and then exploding with the Fraser and Cariboo gold rushes. In the
18606s Fort Victoriads population shot wup fro

Coal mining on Vancouver |Island began even ea
for steam-power for ships and railways created huge demand. Some of the first and

toughest union organizing was in the coal mines. On July 27, 1918, United Mine

Workers labour organizer Albert "Ginger" Goodwin was shot by a private policeman

outside Cumberland, British Columbia. His murder sparked Canada's first General

Strike.

By 1871, with the gold boom over and the construction of the Canadian Pacific
Railway (CPR) well under way,t he f orest i ndustry became BCO:
industry, a position it maintains to this day despite the recent downturn.

Today, at the beginning of the 21 Century, a lot has changed in British Columbia.
Around 80 percent of the workforce provides services i not goods; both in the public
sector and the private sector. The value all these workers create is a big part of what
makes our province a good place to work and live and raise our families.

It is still true that processing and transporting natural resources remain central to the
economy of the province. It is the backbone of our communities i large and small, on
Vancouver Island, in the Lower Mainland, the Interior and the North.

British Columbia is a small open economy. We depend on global markets and our
exports are a cornerstone to our prosperity. We benefit from our political connection
and transport links to the rest of Canada and our closeness to the immense American
market. More recently, we have seen the expansion of trade with the entire Asia-Pacific
region.

That openness is an advantage, but it also creates challenges. How can British
Columbia continue to grow and prosper when capital is free to roam the world
searching for the cheapest wages, lowest taxes and weakest environmental
standards? What policies and initiatives can governments, businesses and unions
implement to ensure BC continues to be a desirable place to live and raise our families?

This paper has two major sections. The first describes the private sector in broad
strokes - the major industries producing goods and services where our members work.
It also looks at how we arrived at the point we are at today i the middle of probably the
worst economic crisis since the Great Depression. This will set the stage for some
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general policy options that point toward a private sector that provides good, secure and

well-paying jobs and a stronger BC.

The second section provides detailed profiles and recommendations for many of the
sectors we work in. These include both the solid wood and pulp segments of the
forestry industry, mining, manufacturing, transportation, the fishing industry,
construction, retail stores, telecommunications, high tech and film production.

The Private S ector in British Columbia T What s it?

Perhaps the best way to describe the private sector is
that it is where investment and production
decisions are determined by profit. Itis the drive
for profit that focuses the efforts of business owners
and their managers on providing what people will buy
and to take risks on new investment.

GDP

| .

m Public Sector
= Private Sector Services (including Ramfit 7%6)

& Private Sector Goods

BCOs

GDP- Economistdove
alphabetsoup

Iltés hard to tg
contribution different sectors
make to the economy without
using some of the language
found in government reports
and economic papers. GDP

or Gross Domestic Product

is one of these terms.

It may sound complicated but
the basic idea is simple. If

Fred cuts down a tree, pays $5
for stumpage to the

government and sells the log
to Sally for $1
$95 in added value. If Sally
turns that log into lumber in

her sawmill and sells it for
$300 sheods cred
$200 of added value.

The national accounts record a
$300 increase i
divided up like this.

1 Public sector: $5

1 Logging sector: $95

1 Forestry manufacturing
sector: $200

Economists also like to turn
words around backwards.

We 6| | us evalueh e t
added later on. It just means
doing useful work i adding
value to something.
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It is where the majority of services and almost all goods are produced as the above pie-
chart shows. The goods sector in 2008 provided 23.5 percent of our GDP while just
under 60 percent of GDP comes from the private service sector. BC6s t ot al
2008 was just a fraction under $200 billion. So the private sector created around
$166 billion in value last year.

A hundred years ago this picture would have looked quite different. The service sector
then was a much smaller part of the economy. By 1984 services were the larger part of
the economy, but goods were still 31.4 percent. That is eight points higher than today.

The private sector is so large and varied that it is impossible in a few words to describe
it in detail. This table lists the major categories along with their contribution to GDP and
employment. GDP is in millions of constant 2002 dollars so comparing 2001 to 2008
gives a picture both of their relative sizes and how they have changed in the last eight
years i inreal terms, not inflated dollars.

INDUSTRY 2001 GDP 2008 GDP 2008 Employment
Agriculture, Forestry & Fishing $4,474 $3,885 53,300
Mining and Oil & Gas $4,252 $4,335 25,800
Utilities $2,389 $3,185 14,200
Construction $6,021 $9,370 220,800
Manufacturing $13,687 $13,955 187,400
Wholesale & Retail Trade $13,055 $17,738 354,800
Transportation & Warehousing $7,997 $9,717 128,000
Information & Cultural Industries $5,645 $7,554 118,100
Finance, Insurance & Real Estate* $13,510 $17,664 147,200
Professional, Scientific & Technical $5,419 $7,014 174,000
Administrative Support, Waste Mgmt. $2,370 $3,422 43,500
Hotels, Restaurants & Bars $3,899 $%$4,618 178,100
Other Services $3,655 $4,638 101,200

* The assumed rental value of home ownership has been removed to give a more
accurate idea of the actual value created by work in this sector. This table also does
not include health and education, although there are probably well over 100,000 private
sector workers in these sectors, we generally think of as being public.

GDP
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The Private Sector in British Columbia 1 Who is it?

Out of a total BC workforce of around 2.3 million, 83.5 percent i 1.94 million work in the
private sector i around 22 percent producing goods and 62 percent in service
industries. Services include seven percent in the non-profit sector, so about 55 percent
might be a good estimate for the for-profit service sector.

Jobs

21.7% 61.8%
B Public Sector

= Private Sector Services (including Raofit 7%0)

u Private Sector Goodk

_—

Are these numbers exact?

Government stati st
make it easy for us. For example, BC
Stats lists 14,200 utilities jobs in the
goods sector.

What about the 5,800 BC Hydro
workers? Most of them are really in
the public sector since it is a Crown
Corporation.

What about those BC Hydro workers
now employed by a private outsourcing
company i Accenture? In which
section of the pie should they be?

So, maybe not exact to the last
decimal point but probably a pretty
good picture of how things stack up.

The goods sector is majority male; they make up 80 percent of workers in this sector.
Women are much more likely to work in the service sector. Nine out of ten
women who have jobs are employed there making up 50 percent of the services

workforce.

The average hourly wage in BC as of December 2008 was $22.04 rising slightly to
$22.37 in September 2009 after dipping to $21.81 in July. It is higher in the goods-
producing industries at $23.55, but that is down from $24.20 at the end of last year T no
doubt reflecting the impact of the global economic crisis. In the service sector, the
hourly wage is up 3.1 percent from a year ago September, at $22.09.

The private sector is made up of small, medium and large businesses. In terms of
numbers, small business is dominant. In 2008, 96 percent of business establishments
had less than 50 employees. If we add businesses with no employees, self-employed
with no paid help, that number goes up to over 98 percent.

BC6bs Private
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Private Sector Businesses 2001 2008 2001 % 2008 %
Total Establishments 157,421 175,003 100% 100%
1 to 19 employees 138,119 154,924 87.7% 88.5%
20 to 49 employees 12,153 13,108 7.7% 7.5%
50 or more employees 7,149 6,971 4.5% 4.0%

In terms of employment, 1,058,100 worked in BC small business in 2008 i just under 56
percent of the total workforce. That means around 854,000 people work in just over
7,000 larger private sector businesses with an average size around 120 employees.

Over the last several decades, there have been three serious negative trends in
the private sector labour market i the growth of part-time work, the expansion of
self-employment and staghant incomes.

A 2002 study by BC Stats showed that between 1976 and 2000 part-time employment
in BC grew two and a half times, while full-time employment increased at only half that
rate. As a percentage of total employment, part-time went from 15.1 percent in 1976 up
to 21.2 percent in 2001. After falling to just below 20 percent between 2005 and 2008
when unemployment was low, it has shot up again to over 22 percent since the onset of
the recession as full-time jobs bear the brunt of recent lay-offs and shutdowns.

Another clear trend is the shift to self- Turning workers i
employment in the private sector which has businesso

grown to one in five workers or 20 percent.

While goods-producing sectors have had large In the forest sector, the Campbell

numbers of self-employed (fishers, farmers,etc) | gover nment 0s Fgrest t
the service sector has grown from 14 percentin | Act in 2004 turned hundreds of

1990 to 18 percent in 2005. Men make up the workers into fisma
majority of self-employed with one in four or 25 forcing them into a relentless race to

percent of employed men in self-employment. th e; d‘b gotog om, aGene@lC
This continued shift tq cporedn '

direct result of the shrinkage of permanent, good- | These small companies are the

paying jobs in the goods sector. mercy of corporations and
government agencies, who have
The last trend is the stagnation of wages over forced them to cut corners on safety
the past three decades. Canadads e c d andenvironmental standards as they
grew by 72 percent between 1975 and 2005. compete desperately for low-bid
Labour productivity grew by 51 percent. But the contracts.

real hourly wages of Canadian workers have

been stagnant for the last 30 years running In 2005, 43 forest-sector workers

were killed in job-related accidents,
including the horrific death of faller
Ted Gramlich on Vancouver Island i
a coronerb6s inque
clearly laid out the deterioration of
safety standards in the timber-
harvestina sector.
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There were, of course, winners and losers. Employees in finance, insurance and real
estate saw increases of between 15-20 percent. Workers in transportation, for
example, saw a loss of 16-17 percent. Both sectors saw major changes in terms of
deregulation in this period, but clearly bankers gained while truck drivers lost. That is
how the fAfree mar ket o wor ks.

Even with all the restructuring, stagnation of real wages and erosion of good full-time
jobs, one thing remains constant. While only one-fifth of employment is in the
resource and manufacturing sectors they provide 75 percent of our exports. This
is so important to the economic health of BC that we will talk about this sector in some
detail. Beforewe dothat,| et 6 s @vendew with ia ok at the levels of union
membership in the main areas of the economy.

Unionization in the Private Sector

The following chart shows unionization rates for British Columbia across all major
sectors. The province-wide average is 31 percent. You will see that the private sector
rate is only 18 percent and it is the very high union membership in the public sector that
brings the overall union density up.

BC6bs Private Sect8or
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Rates of Union Membership by Sector

Professional, scientific and technical servic 5%
Accommodation and food service. %
Other services | 11%
Finance, insurance, real estate and leas 15%
Trade | 1%
Business, building and other support servic 18%
Information, culture and recreatior | 2%
Transportation and warehousinq_ 50%
Health care and social assistan: 58%
Educational service | 68%
Public administration 71%
Agriculture |1 0%
Construction | 20%
Manufacturing | 9%
Forestry, fishing, mining, oil and gz_ 36%
Utilities | 69%
Servicegproducing sector | 32%
Goodsproducing sector | 2%
Private sector | 8%
Public sector | 75%
Total employees_ 31%

0% 10% 20% 30% 40% 50% 60% 70% 80%

It is also the high public sector union density at 75 percent that brings the overall service
sector rate up to 32 percent. An estimate for just the private service sector is under 18
percent and that includes the very high union membership in transportation and
warehousing of 50 percent.

Agriculture shows 0 percent union membership as the number is still too small to show
up in surveys. This may change in the future after the first certification in BC of a
migrant farm workers bargaining unit. The vote at Greenway Farms in Surrey was an
important victory for workers coming to Canada under the Seasonal Agricultural
Workers Program.

The construction industry should be considered as at least two different sectors.
Industrial and commercial construction is over 35 percent unionized, but the largely non-
union residential sector brings down the overall percentage.

The goods-producing industries which are almost entirely private sector i the major
exception being BC Hydro within utilities, have an overall unionization rate of 27
percent. This is much higher than accommodation, food services and retail. These
union jobs, especially in the large forestry and mining companies, remain the vehicle for
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providing decent wages and working conditions for many working-class families in
British Columbia. Onthatnote,| et 6 s take a closer | ook at the
sector plays in our economy.

THE GOODS-PRODUCING SECTOR IN BRITISH COLUMBIA

Our society has gone through big changes since the beginning of the 20" Century when
men, mostly recent arrivals and working predominantly in forestry and mining,
outnumbered women by two to one in the general population.

A 2006 report from BC Stats shows that 53 percent of BC workers are men and 47
percent are women. More recently, these numbers have shifted as the current
recession hits the mostly male sectors, such as utilities, mining, forestry and
manufacturing harder than the service sector where more women work.

Statistics Canada data shows an employment drop in the goods sector of 11.6
percent between September 2008 and September 2009. In the same period jobs
in the service sector were almost unchanged - a tiny increase of 0.2 percent.

We have also seen that the overall share of the goods sector in total employment is
about 22 percent. This is a little below its contribution to GDP of 23.5 percent.
However, the importance of these industries is far greater than those numbers would
indicate and not just because jobs in this sector are more highly unionized and better
paying than many in the private service sector. The reason is simple - Exports!

A June 2009 document from the Business Council of British Columbia puts it well:

AExports are vital to sustaining and increasi
allow us to pay for imports of goods and services not produced locally, they support

hundreds of thousands of jobs, and they provide local firms with opportunities to grow

and the financial means to invest. In addition, export-oriented industries tend to have
above-average levels of productivity, and therefore, are able to pay above-average

wages/ benefits. o

While export earnings from services have been growing faster than goods, they have a
long way to catch up. In 2008, service exports were just $10 billion, while goods
exports were more than three times greater at $32 billion.

Another way to look at it is under 22 percent of the workforce produces 75
percent of our exports.

We will always need to be able to pay for the imports we require; so no matter how

large the service sector may grow in terms of its share of employment and revenue it

will always depend on the success of the goods-producing sector. As the following

chart of exports to our top ten destination countries in 2008 shows, the resource-based
sector continues to provide the bulk of BCO6s

BC6bs Private Secli0or i n



Exports in Millions of Dollars

$0 $2,000 $4,000 $6,000 $8,000 $10,000

Forestry $8,423
Coal

Oil and Gas

Secondary Metals
Metal Mining
Manufacturing
Fish

Electricity

Chemicals

Agricultural

Plastics

These industries - forestry (including logging, sawmills and other wood manufacturing
and pulp & paper), coal mining, oil and gas, metal mining and processing, fish (both wild
and farmed), hydro power and agricultural products ship 70 percent of our total exports.
Non-forestry manufacturing provides the other 5 percent of our trade in goods.

The forestry industry clearly continues to be absolutely crucial to the BC
economy with exports almost double its next rival. However, it is important to also
look at how things have changed in the last eight years. The chart below is just to
provide a picture of how some exports have shot way up, some have grown slowly and
one has gone down.

BC6s Private Secillor i n



Relative changes in major exports with 2001 = 100

450
400
350
300
250
200
150
100

50

2001 2002 2003 2004 2005 2006 2007 2008
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== Manufacturing == Secondary Metale=m=Metal Mining

While every other export sector has grown, the forest industry has experienced a
dramatic decline i to just over 65 percent of where it was in 2001. This has created
a serious problem for our economy, a crisis for the families and communities that
depend on it and impacts everyone in British Columbia.

The crisis started with the softening of the US housing market and took off with the
signing of the ill-advised Softwood Lumber Agreement (SLA). The table below
shows forest-based exports year by year in millions of dollars as well as the relative
change from 2001. The bottom column shows the trend in total production.
Increases in mid-decade were absorbed by the domestic market while the

residential construction boom lasted. By 2008, we were below where we were back
in 2001.

FORESTRY-BASED EXPORTS FROM BC

Year 2001 2002 2003 2004 2005 2006 2007 2008

Millions of 12,847 12,548 10,968 12,857 11,888 11,525 10,395 8,423
Dollars

Export
trend from
2001

100 95.3 854 1001 925 89.7 80.9 65.6

Production
trend from
2001

100 1079 109.7 1214 1259 1257 116.7 96.6
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In the same period, the value of other commodity exports grew. Coal exports went up
367 percent, from $1.269 billion to $4.663 billion. Mining exports increased almost as
much at 338 percent, a dollar increase from $456 million to $1.554 billion.

Secondary metal products doubled from $782 million to $1.574 billion. This includes
smelted aluminum and other metals that have been rolled or shaped, but not yet made,
into a final product.

Oil and gas (mostly natural gas) exports increased 30 percent to $3.711 billion and
manufacturing outside of forestry increased 40 percent to $1.239 billion.

However, the forestry sector is so central to the BC economy, and especially our
exports T that all the growth in other areas, could not make up for the in forestry.
Overall, since the last full year under the New Democratic Party (NDP,) total goods
exports declined from $33.6 billion to $33.2 billion.

In this same period, the volume and cost of the things we import continued to grow.
This has created a growing deficit far larger than the government deficit that gets so
much coverage in the news. In 2000, BC had a net surplus in goods exports, but after
eight years under Gordon Campbell the merchandise trade deficit with other countries
was $17.6 billion!

A BC Stats report published in March thisyearsays,iBr i ti sh Col umbi ads <co
deficit in 2008 stood at $24.2 billion i in other words, the province imported $24.2 billion

worth of goods and services more than it exported. This is the largest trade deficit

British Columbia has ever had. o

AOver al | ,-prewim@ahand imetnational trade are combined, it is the trade in
goods that tends t o . dnortw2004Ba6t8sColumb@a ceeordede f 1 ci t s
an international trade surplus in every year since at least 1981. 0

When it comes to trade deficits, provinces are no different than countries as a
whole. Imports not paid for with money earned from exports must be purchased
with borrowed money. That means more debt that must be re-paid with interest. The
debt may be owed by individuals or business or the government, but it becomes a
growing burden on the economy.

British Columbia has to rebuild its export capacity. Our resources, especially forestry,
must play a key role in achieving that goal. We also have to expand our value-added
manufacturing, but starting from a low base we have a long way to go.

Producing goods isndét important just so we ca
These industries use a lot of machinery which means productivity is higher than the

service sector. High productivity means they have the ability to pay good wages and

provide benefits and pensions provided there is a collective agreement in place that

forces them to do so.

Workplaces in this sector are, on average, larger than in the service sector which
means they are more likely to be unionized although, of course that is not automatic.
They also create a large number of spin-off jobs in related areas.

BC6bs Private Secli3o0r i n



In 2008, BC Stats published the numbers for output and employment multipliers from its
computer model of the BC economy. It shows that for major resource industries like
logging, solid wood and paper products manufacturing and mining around two additional
jobs are created in the community for every new direct job.

These are conservative estimates as they do not take into account additional tax
revenue which can lead to more public sector employment.

But you don6ét have to be an economist to
somewhere, the grocery stores, gas stations, restaurants and barbershops will
follow. The same thing happens in reverse if that a sawmill is shut down and the logs
trucked over the border.

The resource sector also provided $3.8 billion dollars in royalties in 2008, 10 percent of
the total provincial budget.

The next graph shows employment in each of the major goods industries and their
relative contribution to GDP. A GDP contribution higher than the employment level
indicates high productivity. Mining and metal processing, utilities and the forest-based
industries are in this category. Food product manufacturing is about even.

10.0%
9.0%
8.0%
7.0%
6.0%
5.0%
4.0%
3.0%
2.0% -
1.0%
0.0% -

m Jobs O GDP

The opposite is the case for other manufacturing and construction where a large
number of small, non-union enterprises mean lower productivity and income levels. The
picture for the construction industry is actually more complicated than this since it is
divided into a high-skilled and more unionized commercial and industrial sector on one
hand and a fragmented and largely non-union residential sector. There is more detail
on this complex industry in the sector profile section.

BC6bs Private Secldor
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Focus on Manufacturing

BCOs manufacturing sector iltscluddas 2leéndusteygraupsd br oad
including food processing, clothing, plastics, computers and aerospace in addition to
solid wood products and pulp and paper. It contributes about ten percent of the
province® GDP.
Three quarters of manufacturing in BC is linked to natural resources and those
industries have their own profiles in Section 2. Non-resource related manufacturing is
responsible for the other 25 percent and has been growing in recent years i at least
until the recession hit this year.
In particular, manufacturing of computers and electronics saw impressive growth in the
early 199006s expanding by. Imtact@rowthf@meveiyour t i me
manufacturing sector was much higher under the NDP than in the last eight years
under the Liberals as the following chart of shipments by industry shows. (Numbers
are from BC Stats in millions of $6s)
NDP in Government The Campbell Years

1992* | 2000 % Change | 2001 2008 | % Change
Wood products 7,287 | 11,872 63% 10,817 | 6,697 (38%)
Food manufacturing 3,295 4,108 25% 4526 | 5,704 26%
Paper products 3,837 7,500 95% 6,263 | 5,491 (12%)
Primary metals 891* 2,116 138% 1,593 | 2,852 79%
Fabricated metal products 1,008 1,695 68% 1,692 | 2,571 52%
Machinery manufacturing 752 1,635 117% 1,539 | 2,049 33%
Non-metallic mineral products 760 1,037 36% 1,057 | 1,839 74%
(Continued on the next page)
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NDP in Government The Campbell Years

Computer and electronic 331 1,721 420% 1,449 | 1,478 2%
products

Transportation equipment 681 1,772 160% 1,671 | 1,331 (20%)
Beverage & tobacco 810 1,032 27% 993 1,211 22%

manufacturing

Plastics & rubber products 692* 976 41% 1,058 | 1,162 10%
Furniture & related products 385 617 60% 672 1,064 58%
Miscellaneous 254 527 108% 591 1,018 72%
Printing & related support 526 853 62% 909 840 (8%)
activities

Leather & allied products 9.5 13.3 40% 12.0 20.6 72%
Total all manufacturing 19,926 | 37,474 88% 34,839 | 35,328 1%
Total non-forestry 8,802 | 18,101 106% 17,759 | 23.139 30%

manufacturing

*Where data not available amount is for first year in BC Stats table.

The only two areas where growth in manufacturing shipments was higher under
the Liberal government than in the previous decade were non-metallic mineral
products and the leather industry. The first is almost entirely due to massive demand
from China as well as other Asian countries re-bounding after the Asian crisis that hit in
1997. The second is too small to be significant.

The previous chart also provides a picture of the relative size of the major industries in
the manufacturing sector with forestry (wood and paper products) dominating followed
by primary and fabricated metal products.

At 29 percent, the unionization rate in manufacturing is higher than in the private service
sector. However, this is a worrying decline from the 38 percent of manufacturing
workers with the benefit of union protection before the Liberals changed the Labour
Relations Code to benefit employers.
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In terms of wages, manufacturing workers in November 2008 earned an average of
$879 per week. This was well below the $1,175 average in highly-unionized forestry
and mining, but much more than the $396 average in accommodation and food
services.

In the ten years between 1998 and 2007, real wages in BC (after adjusting for inflation)
grew by just 1.3 percent - 0.2 percent per year. However, average real income in
manufacturing actually declined by 3.1 percent, the largest drop for any sector of the
economy.

It is interesting that under the NDP, not only did manufacturing shipments grow
at a higher rate, but so did workerséearnings. In 1998, the two largest
manufacturing wage categories (in constant 2007 dollars) were $20 - $24.99 at 23.2
percent and $251 $29.99 at 23.3 percent.

Under the Liberals these two categories declined to 16.7 percent and 18.1 percent.
They were replaced as the largest groupings by $15.00 - $19.99 at 21.5 percent and
$1071 $14.99 at 18.4 percent. This is what happens when the balance of power is
shifted to the employers. Without a union to make sure workers get a fair share of the
wealth they produce, it becomes much harder to earn a living wage.

There are several key structural challenges facing BC with regard to manufacturing:

1 Outside of the forest and metals industries manufacturing is heavily concentrated
in the Lower Mainland. Without a provincial regional development strategy
growth, in general, manufacturing will not benefit most areas of the province;
1 Unlike Ontario or Quebec, we do not have major industry clusters like auto
manufacturing, aerospace or pharmaceuticals on which to build; and
1 Manufacturing enterprises not directly connected to forestry or metals are not as
large or productive as they should be. In fact, the April 2008 Business Indicators
report from BC Stats | aments that, AMore t
growth), is the fact that during this period of relatively strong growth, the
necessary foundation for future economic growth in the province has not been
laid. BC businesses have not invested as much (per capita) in new plant and
equi pment as those in most other parts of

Clearly, the Liberal tax-cut policy failed in its stated purpose of promoting

investment, even according tothegovern ment 6 s own st atWescani cal e x
see their real manufacturing policy in the pu
Li neo, Ger maeBC§&drriegfleet andtine justdannounced purchase of non-

BC steel components for the new BC Place roof.

BC6s Private Secil7or i n



Greening the Economy

There is a |l ot of talk | ately about fWhateeni ng

does this mean and what should be the union response?
The move to a greener economy has two main parts:

1 Changing the way we currently do things to reduce their negative impact on the
environment; and

1 Creating new products and processes that actively help the environment. For
example, new renewable energy sources that do not add to climate change by
producing large amounts of CO, and other greenhouse gases.

The union movement supports this evolution for the same reason we fight for health and
safety in our workplace environment. We understand it is working people and the
poor who suffer most if the air is bad and the water polluted. If communities
suffer, drought or flood and food shortages result from crop failures.

But what is a green job, and how is it different from the job | have now? Do | have to

change careers to become part of the fAgreeno

There are two things that make a job green i the industry it is in and how the job is
done. A metal fabricator building a wind turbine is doing a green job. If she went to

Alberta and worked on an oil-sandsup-gr ader she woul dndot be.

An electrician installing state-of-the-art energy monitoring technology in a new house is

doingagreenjobii t woul dndét be i f he -stgewaringmsysterhi ng

webdbve used for decades.

The problem for working peopl e iysewolkat
nowadays itodés hpaiad. We aledo amgn § to bcshsaandg e
products we work with, at least not as individuals i those are controlled by
management.

We have to work together to change government policies to make sure there is
massive investment in new environment-friendly industries, and to ensure existing
companies invest in more efficient and earth-friendly processes and materials.

While we have a very long way to go, there are already changes happening, mostly due
to market and consumer pressure. For example, a recent Pricewaterhouse Coopers
study for the Ministry of Economic Development reports the BC environmental
technology sector includes 1,300 companies generating revenues of $1.3 billion and
employing 18,000 people.
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While the sector is small, we do have some leading companies such as:

1 Carmanah Technologies Corp. i producing energy efficient LED lighting
systems;

Xantrex Technology Inc. 1 a world leader in advanced power electronics; and
Power Measurement (a Schneider Electric company) i providing energy
management systems.

T
)l

The same report notes that many of these companies were spun out of work done at
our public universities. A good argument for lower tuition and more funding.

Part of the challenge for the union movement is that just because a company is
Agreeno doesndét mean i AFelpuary 2009dUSsepogood | obs.
commissioned by several unions with the Sierra club raised some disturbing issues:

1 Low pay is not uncommon. The lowest wage they found was $8.25 an hour at a
recycling plant and jobs in manufacturing plants paying as little as $11 an hour;
1 Wage rates at many wind and solar manufacturing facilities are below the US
national average and sometimes below a basic living wage; and
1 Very few workers in these plants were unionized. In some cases, this was due
to aggressive anti-union campaigns. ( A figreen bosso is stildl

New construction using Leadership in Energy and Environmental Design (LEED)
standards and retrofitting existing homes and buildings can create a large amount of
work for the construction trades although estimates vary widely. This will often require
upgrading skills and enhanced apprenticeship training. There is also no guarantee the
work will go to union construction workers.

Recommendations on how the union movement can support the move to a greener
economy and more green jobs are included in the proposals section of this paper.

THE SERVICE SECTOR IN BRITISH COLUMBIA

The chart below shows the main service industries where people work. The public
sector is included just to give an idea of how it compares to the private service sector. It
is the largest single location of service type jobs but private sector workers together
make up 72 percent overall.

Among just the private industries wholesale and retail trade comes first with 20 percent
while other services and business, building and other support are the smallest with
around five percent each; the other categories fall in between, in the seven percent - ten
percent range.
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Employment as percentage of the total service sector

Public Sector 28%

Wholesale & retail trade 20%
Accommodation & food service 10%
Professional, scientific & technical servic 10%
Finance, Insurance, real estate & leasi

Transportation & Warehousing 79
Information, Culture & Recreatiot 79
Other Services 5%

Business, building and other suppX 5%

0.00% 10.00% 20.00% 30.00%

What about the wages and working conditions in the service sector? Those who point
to the service sector as the bright future for employment focus on the more appealing
jobs: in professional, scientific and technical services, finance, insurance, real estate
and leasing.

This is where you will find highly-skilled and well-compensated professionals, including
doctors, lawyers, chartered accountants, financial managers, scientists, engineers and
software developers.

Those who take a more critical view look at the low-wage and often insecure
employment in the retail, accommodation and food services industries where skill levels
are lower and unionization is weak. There is a great deal of truth in both pictures.

Wages and working conditions in some areas like transport and warehousing or the film
industry fit somewhere in the middle. In fact, skilled workers i especially if things are
booming and there is plenty of overtime can bring home pay in the range of some
professional employees. This gives us a big part of the answer: greater

investment in capital, includingihuman capital o or a higher

It takes time and money to train a doctor, lawyer or engineer. There are fewer of them
and market forces allow them to command greater compensation. That is why we work
to put our kids through university and hope they are successful. That is why increased
tuition and high debt loads hurt working-class families.

The same is true for apprenticeship programs, an important avenue for young workers
to develop the skills they need to get decent jobs with fair wages, benefits, pensions
and working conditions.

For workers in all industries, no matter what the skill level, belonging to a union makes a
big difference. This is most true in areas like retail, accommodation or food services
t hat don 6lotofdeay mackineryy and automated equipment.

BC6bs Private Sec20or

n



Statistics Canada provides information on average wage rates. Not surprisingly,
unionized workers on average earn more than their non-union counterparts.

For full-time workers in 2008, the difference in hourly pay was $25.06 vs. $21.54. For
part-time workers the difference is much larger; $20.79 vs. $13.16. There is an even
wider gap in weekly earnings for unionized part-timers compared to non-union as union
contracts ensure hours are distributed by seniority - $405.97 vs. $225.94.

Low unionization levels in areas like finance, real estate and scientific and technical
services are no surprise and do not prevent these from being some of the most
desirable employment opportunities for highly educated professionals. However, this
low level of union protection is also responsible for the challenges facing those in the
sector who are not so fortunate - mostly women in administrative support and customer
service jobs.

In areas like retail sales, accommodation, and food services, the low rates of
unionization are what make these the typical low quality service job. But you will see in
the profiles of these sectors how joining a union can turn these into good jobs.

Winning decent wages and benefits with guaranteed hours based on seniority
adds up to a living wage and a job worth keeping. At Safeway and Save-On Foods,
in major hotels and even at White Spot and Kentucky Fried Chicken restaurants, union
membership makes the difference.

WHERE DO WE GO FROM HERE?

Where doesBC6 s p r i v astanel nosve Erankly, we face some serious challenges.
We relied on our forests for tens of thousands of good-paying jobs and the export
earnings that fuelled the rest of the economy. Based on arenewable resource, the
forest industry can be sustainable both economically and environmentally.

Just as the forest companies were never our friends when it came to collective
bargaining and health and safety issues, they were not our friends when it came to the
bigger issue of protecting jobs and creating sustainable communities.

They took the easy stands first, clearing the lower valleys where the trees were bigger
and higher quality and where transportation to mills was cheapest. Over time, they
moved farther up the valleys and then further up the slopes.

That does not mean we can or should write off forestry and forest-based manufacturing.
Properly managed, forest-based production will make a significant contribution to our
province and local communities forever. With better policies we can reverse the
present crisis in forestry and support stable jobs and communities for the long
term.

Production and export of coal and natural gas and metals has expanded while forestry
suffered. While these commodities generate large amounts of revenue for the
provincial government, they do not stimulate nearly the same level of spin-off economic
activity as the forestry sector. At the same time, they are major contributors to green-
house gas emissions and other environmental impacts.
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The mining and metal industry has also grown and like forestry, it does create a large
number of spin-off jobs especially if secondary processing takes place before export.
Unlike forests, minerals are not a renewable resource. Mining and exploration for new
ore bodies also have serious environmental effects we cannot ignore. Like all resource
industries, they also impact the traditional territories and rights of First Nations.

While we would not support a reduction in these industries, an economic strategy that
puts excessive reliance on them would be neither progressive nor responsible. While

resource companies focusonshort-t er m profits and move on

working peopleds interests I|ie inrm@ood

For most developed economies, a large and competitive manufacturing sector has been

the key to prosperity. In British Columbia, our manufacturing sector, outside of
forestry, has always been relatively small. The manufacturing enterprises we do
have were often focused on supplying the resource sector or the domestic market.

We do have success stories including some leading companies in the areas of fuel cells
and bio-technology. We also have made inroads in aerospace and some other high
tech areas.

Il n the 199006s under the NDP government
percent per year overall i not significantly different from the 3.1 percent per year
between 2001 and the end of 2008 under the Liberals. This was in spite of some very
challenging circumstances, including very high interest rates and the Asian monetary
crisis of 1997 that hit BC more than any other province.

In 1991, five year mortgage rates were at 12 percent. After dropping a little, they went
back up as high as 10.75 percent in 1995 and stayed above eight percent until 2001.

The election of the Liberal government in 2001 was soon followed by the Bank of
Canada finally bringing interest rates back to reasonable levels after two decades in
double digits. The result was hardly surprising. With almost rock bottom mortgage
rates and pent up demand we saw an unprecedented boom in real estate.

In 2005, five year mortgage rates were as low as 5.7 percent - almost half of what they
wer e when the NDP was t he Cangirucgon jobsalmast i n
doubled from 114 million to over 220 million and we saw growth in all the areas
connected to new home building, especially wholesale and retail sales, as well as
finance and real estate.

For all their talk about tax cuts creating jobs, growth in most areas was about the same
or lower, than it was under the NDP. Even a June 2009 paper prepared for the
Business Council of British Columbia admitted, i .i.t 6 s har d not to
sources of growth in recent years can be simply described as real estate and
shopping.o

Gordon Campbell gave away roughly $2 billion dollars in high-income tax breaks with
nothing to show for it but reduced services, a growing homeless crisis and the worst
child poverty in Canada. Transfers from the federal government did almost double from
$3.3 billion to $6 billion between 2001 and 2009 (an annual rate of 7.3 percent) while
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total revenues increased at just 4.1 percent.
the provinceds fi

| t 6s
nanceso

easy to claim
when your fri

Now that boom in construction and retail is long gone. We are facing challenging times,
but we also have big opportunities. Right-wing policies have failed. Deregulation 1
particularly of the financial sector, privatization, free trade and the race to the bottom it
created are now questioned by both working people and even those who led them.

However, we cannot be complacent about positive changes taking place. As
Naomi Klein points out in her book, The Shock Doctrine, elites have, time and
time again, used crises such as this to deepen their stranglehold and reinforce

their power.

We can see it when Stephen Harper and Gordon
Campbell still claim that tax cuts will stimulate the
economy when, in fact, the need for direct public
spending is the actual lesson of the Great
Depression. We can see it in the warnings about
protectionism when it was the Free Trade they
supported that helped cause the current crisis.

There is a lot of talk these days about the end of
the crisis. There are some important things to
remember though. Economists define a recession
as two quarters i six months 1 of declining growth.
When the economy stops shrinking, according to

them, the crisis is over . Il tos i ke
Awen youbre flat on you
up. o

Much has been written about the role of sub-
prime mortgages and other high risk gambles as
the cause of the financial collapse, but these were
symptoms of a deeper problem. Over the last 30
years, incomes for most people stayed the
same or even fell while productivity increased.
More and more jobs were outsourced to low wage
countries while secure good-paying union jobs left
Canada.

Canada has better banks?

Stephen Harper likes to brag that the
banks in Canada are stronger than those
in the US and other countries. What he
doesndt mention at
gatherings is that
banks lobbied hard for deregulation
including the right to merge. In order,
they said, to compete in rich areas like
investment banking and financial
speculation. Failure to do so would keep
Canada in second or third rate status.

They claimed only mergers would enable
Canadian banks to gain the critical size
needed to be players in the big leagues.

Fortunately, a coalition made up of the
union movement and progressive
organizations like the Council of
Canadians fought back and gained broad
public support.

Then Liberal Finance Minister Paul
Martin realized this was too hot a political
potato and declined to change the Bank
Act.

But working people still need to keep a roof over their heads and put food on the table,

and the wealthy were happy to help. Do n 6 t
|l ess than half of what

worry,
yMaur tmaidse a lnw a yhse

i f-timgjobs pay t wo

Easy to do when they source most of their goods in China where workers make

between $800 and $1,3 0 0 a

y ¢ afford evéhdhatéd on 6t

on your credit card. Credit cards maxed out? Why not re-mortgage your house at our

low-introductory rate.
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In Canada, the levels of credit card debt were not so extreme as in the US and the bad
mortgage crisis notas deep,buta 2005 Statistics Canada report
is increasingly tiedtodebtf i nanced consumer spending. 0

I n the two decades after 1981 Aoutstanding co
credit cards, other personal loans, unpaid bills, and so forth) mushroomed from $84.1
billion to $203.8 billion. o

A study released by the Certified General Accountants (CGA) of Canada in May this
year presents a dramatic picture of the increase in household debt. It reached an all-

time high of $1.3 trillionin2008. They decl are that, ACanadi an hc
consumption activity and fuelling gross domestic product growth with unearned money
as families increasingly reach for credit cards to finance day-to-d ay | i vi ng expens
The situation in BC is even wor se. AAsS many
told us their debt increased compared to the
according to the CGAOGs.
The policies of Free Trade, deregulation, privatization and tax cuts for the wealthy that
created this crisis are a form of bank robbery i but it is the banks and the rest of the
corporate elite that made out like bandits.
The Canadian Centre for Policy Alternatives (CCPA) calculates that if wages had grown
at the same rate as productivity over the last thirty years the average full-time worker in
2005 would have brought home $10,000 more every year. Instead, all that new wealth
that we create through our skills and hard work has gone to our employers.
Where did the money go i that $10,000 per year for How much did they get
almost every working person? Higher corporate profits. away with?
Profits as a share of the private sector GDP pie hit 33.68
is more than a 50 percent increase from their low point 11 million full-time and 2.7
during_the 1991 recession at 22 percent. Itis no_coincidence million part-time workers in
that this profit bonanza followed the implementation of the Canada. A little simple math
US/ Canada and NAFTA Trade Ag gives a take of just under t he
recovery®3®ésthe 1 $123 billion for that single
year.

What did the wealthy do with the billions of dollars they stole from us? Some of it went

to investment, but much less than in earlier decades. After all, why build new factories

when people candét afford to buwyt? Mitladfthee he exi s
money wound up being lent back to ordinary people, but now, as a growing mountain of

debt. The rest went to speculation and financial bubbles, first in the stock market, then

the huge run-up in real estate, finally oil, pushing the price to almost $150/barrel last

summer. Some think that was the last straw that collapsed the financial house of cards.
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LOOKING TO THE FUTURE: OPTIONS

What is the point of all this economic history in a discussion of how to support
the growth of good jobs in an expanding privatesector? 1| t 6s si mpl e really

The policies that were followed were supposed to create strong and sustainable growth
and widespread prosperity. Business people, we were told, had to have low inflation,
the right to sell or buy or invest anywhere, anytime, anyhow and an end to government

~

Ar ed (Theplargely gottheir wishes and now we are living through the aftermath.

Now, perhaps the most important thing we can do to help business prosper and grow,
and us along with them, is not to give in to their demands. Sometimes the best thing
you can do is Just Say NO!

But saying NO is just the starting point. Whenever or however the recovery begins i

and sooner or later, it will i we need different policies if we are going to create a

sustainable and equitable society. We canét just turn back the cl
2008.

We will shortly turn to the second section of this paper with more detail and proposals
for a number of key sectors. First, here are some ideas for what we can do that will
help the private sector as a whole.

Develop an equitable distribution of income. It was workerséincome not growing
that led to the crisis. We need to reverse this trend to get off the boom and bust
treadmill. Countries in Northern Europe have strong income supports and sector-wide
wage agreements. They also have the most productive economies in the world.

We must achieve the high unionization levels that make these types of policies and
agreements possible.

Option: Continue and ramp up the fight for an increase in the minimum wage to $10 i
indexed to the cost-of-living.

Option: Put more resources into organizing and prepare to fight the hard battles for
recognition and first contracts that will come.

Option: Put more emphasis on pattern bargaining within and between unions and
better coordinate bargaining strategies.

Option: Force governments of whatever stripe to enact labour laws that assist
unionization, not hurt it. We need to reinstate Project Labour Agreements and rules for
public sector buying that promote good-paying and high-skilled union jobs.

Invest in public education and skills training. Finland provides a good example as
do the other successful northern European countries. A 2004 BBC commentary asked:
fHow can a small, affluent country such as Finland maintain a high-wage, high-skill
economy? It can't compete with the low-cost economies of Asia, so it must, as a matter
of economic survival; invest heavily in education and training. ©
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According to the education minister in the centre-left coalition government, "In Finland,
we believe we have to invest in education, in research and in higher education.
Education can pioneer new areas for jobs. We always need new skills for the labour
force - so it means that we have to keep investing. @his policy received an
endorsement from an annual report from the World Economic Forum, which identified
Finland as the world's most competitive economy, citing its "culture of innovation".

We must provide support for public schools and advanced education, including both
universities and technical institutes. We need to dramatically strengthen our
apprenticeship system and broaden it to a wider spectrum of skills and industries.

I n fact 80 percent of tr ad e shutitisaftemaistruggletoak es p
get companies to hire and retain apprentices.

Building a high-wage 1 high-skill private sector is a precondition for a future that allows
working people the opportunity for a decent life. The record of training, both in
apprenticeships and post-secondary education is not adequate to guarantee the future
economic growth of the province. The introduction of more and more temporary foreign
workers is a sign of the failure of our skills training system.

Option: Increase apprenticeship completion rates by doubling the provincial
contribution and re-establishing regional apprenticeship support networks with full time
counsellors. At the provincial level, re-introduce the concept of joint governance to
ensure the balanced approach that is necessary.

Option: Introduce a training levy modelled on the Quebec program where all
employers pay a small fee for training that is immediately refunded if they undertake the
employee training. Monies not used by the originating firm to be transferred to firms
that made a commitment to training. This practice will enhance those who train and
encourage t hatsostarvho donot

Option: Ensure all public sector contracts contain provisions for a minimum number of
apprentices on every job.

Option: Make skilled trades language including robust apprenticeship programs a
central issue in collective bargaining.

Implement Local Preference in Purchasing

The opposite of Afree tr ade ¢lookisiskammecormmyne ki nd
It is a system of Afair traded that recogni ze
of creating prosperous and balanced societies.

Many on the futi gihthe t alvk salbbe handd Adam Smit
book The Wealth of Nations. Clearly, they either never read the book or failed to

understand it. He was arguing that people in any society will employ their capital in

foreign trading only if the profits available far exceed those available locally. Smith is

clear that this benefits society as a whole.
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A simple idea and as true today as it was in 1776 when Smith was writing. But two

things have

c h a n g e drirs, thendifferen&rnetwwebndhe wages sue .

living standards between the wealthiest and poorest nations has exploded.

The second is that many of our business people and politicians have been seduced by
the ideology of globalization. They have lost any sense of community loyalty that might
have existed in the era of Adam Smith, even among merchants and shopkeepers.

Everyone will be better off when governments, business and individuals consider all the
benefits of local sourcing when making purchasing decisions. These include direct local
employment, additional spin-off jobs, increased local tax revenue and reduced
greenhouse gas emissions from not shipping items from one end of the globe to the

other.

Option: Apply a basic commitment to all government
operations that requires preference for local, then provincial,
followed by national and, as a last resort, international for the
purchase of goods and services.

Use alternative pools of capital and business models

Over decades of struggle, working people have not just won
better wages and benefits i by demanding and winning
decent pensions, we have created huge pools of capital that
could give us real leverage in investment decisions.

In Canada, total pension fund assets are estimated at around
$1 trillion. At around 12 percent of the Canadian economy,
BC pension funds should be in the area of $120 billion.

But we dondét have to stop at
working to influence them. We can start our own! There are
successful examples of consumer and worker cooperatives all
over the world and right here in BC - Vancity and Mountain
Equipment Co-op for example.

First Priority T Defined-
Benefit Pensions

It may seem pie-in-the-sky to
talk about using the potential
of our pension fund assets for
investment at a time like this.

Only a minority of private
sector workers have defined-
benefit pension plans and
employers are attacking these
at every opportunity.

We do need to consider and
debate long-term strategies.
But our priority remains
defending the right to a decent
retirement income and winning
good pension plans for all
workers in the private sector.

There are also worthwhile community development projects and models, especially in
rural and First Nations communities. Unfortunately, they are almost always under-

funded and under-resourced. Why candt we

pul |l

together t

sector, private sector workers, established social enterprises and communities to build
a powerful social economy, and end our dependence on Capital?

More and more private sector employers are rejecting the concept of a defined-benefit
pension plan for their employees. A number are seeking to ensure that new workers
are not allowed to join existing plans. More than 60 percent of private sector employees

in BC have no employer pension plan.
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Option: In order to create decent jobs and fair pensions the
Canada Pension Plan (CPP) should be expanded to provide 50 percent of pre-
retirement income and be fully portable across the country.

Oneofthe advantages BCO6s p haveeajoyediscleaptamdr i ndust ri
reliable energy. This has been a critical factor in the development of our industries and

remains so. The decision by the government to move to private (and more expensive)

power generation is a step in the wrong direction.

Option: BC6s private sector industriBusourdow-ce had c
cost resources are now fully utilized. Instead of relying on expensive private power the

BC government must promote economic development and support existing industry by

allowing BC Hydro to once again build and use our resources in our best interests.

The government should initiate a thorough review of its natural resource revenue
including water rentals. It should consider allocating a portion of resource rents from
industry to regional economic development i targeted to our hardest hit communities.

Build a green economy

The section on greening the economy touched on the potential for good jobs and a
better planet. To make this a reality, we need strong and effective government
regulations to force companies to change the products they make and how they make
them.

Option: Support massive investment in public transit, public power, public education

and research and development. The government always has to play a major role when

new ideas and new directions are the order of the day. Business talks about taking

risks, but the reality is they like to bet on sure things and get bailed-out when they fail. If

the Canadiangovern me nt hadn 6t inhuidiagthe raiway we evauld still be

crossing the Rocky Mountains on donkey trails. | t 6s no di fferent today.

Option: Build green training into apprenticeship training. New buildings and new
building methods will only be possible if there are skilled construction trades to do the
work. We need to make sure governments and employers work with the building trades
unions to increase and upgrade apprenticeship programs and training to meet the
needs of anew i green’i economy.

Option: Make the figreend ec on Asnewhbusimessesiardnd econom
perhaps entire new industries develop, we need to work hard to make sure the workers

have an opportunity to be part of the organized labour movement. Only then will we

realize the full potential of what a green economy can mean in terms of equity and

social justice.

Create a provincial economic development strategy. Companies put great effort

into their competitive strategies. One approach is called S.W.O.T., which simply stands
for Strengths, Weaknesses, Opportunities and Threats.
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Understand and build on your strengths, shore up your weak areas, take advantage of
your opportunities and prepare to respond to threats.

Other countries make sure that they have a share of key industries like manufacturing
and high technology. They have incentives and policies to make the most of their
natural advantages whether that is their resources, geographic location or built
infrastructure.

Option: Wh y  cweena&etthe lead in charting a new courseforBC? 't wonoét be
simple, easy or quick, but in the long-term we need to find a way for government,
business and unions to sit down together and find common ground.

There is one central question we must grapple with to create a healthy and vibrant
private sector. How can we get the private companies who grow wealthy from our
labour and natural resources to invest their profits in new mills, new factories and
offices, and new technology?

Again, the Nordic countries provide some interesting examples and innovative ideas.
They provide generous tax incentives to corporations - but only if they make productive
investments. Then they tax high incomes to make up for what is lost in corporate tax
revenue.

Of course, their starting point is powerful union movements and solid social democratic
governments. We are notthereyet,tbut arendét those goals worth

To accomplish these goals, we have to educate ourselves about, not just our own
sectors, but other parts of the BC economy. The following sector profiles are a starting
point in this process.
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SECTOR PROFILES
Solid Wood

In spite of recent hard times, the BC forest industry it is still a mainstay of our economy.
Even in a dismal year like 2008, the forest sector employed around 66,000 British
Columbians. Through employment and spending it drives between 20 and 25 percent of
the provincial economy.

In many resource-based communities the forest industry is even more important - it is
not unusual for BC communities to depend on forest-sector activity for as much half their
income.

Today however, the forest industry faces major challenges: major job losses,
widespread mill closures and deep production cuts. The causes of the crisis include
cost pressures, changing production technologies, corporate strategy, bad trade
agreements and bad government policy.

These changes have produced a severe and prolonged crisis of profitability and
declining investment. Companies are less competitive, less productive and less stable.
Forest sector workers have paid the price in lost jobs, insecurity, weakened
communities, and deteriorating safety standards.

British Columbia has also been hurt by declining resource revenues from forestry and

reduced export earnings. The budget of the Ministry of Forest and Range is currently

hi gher than gover nment 6.sFeweeforesnsactosjobs andlowert hi s s ¢
government revenues hurt the whole province i we feel it in our neighbourhoods,

schools, post-secondary institutions, social services, community centres, childcare

faci | 1ties, and seniorso homes.

Boom and Crisis: The US Housing Sector

Most BC lumber is sold to the US home-building sector. Between 2001 and 2005, low

interest rates and high-risk lending drove record demand for housing while construction

wor ker so6 wa geAmost alldhg iecdeask in sates and productivity went into

land buying and higher profits. The charts below show the build-up and collapse of the

US housing market and the growth of high-r i sk A Al &t b A0 med m&rt gages.
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After US interest rates began to rise in 2004 the boom slowed. However, housing starts
hit their peak of about 2.2 million in mid-to-late 2006. Home builders were still making
significant profit that year so they continued to buy up more land at high prices, even as
their profits went down. They hoped still rising house prices meant the boom would go
on and oni they were wrong!

Beyond the Housing Sector

The resulting slowdown hurt not only home builders but sectors that supply home
construction. Lumber output in Canada and the US fell dramatically: US output
dropped 13.9 percent from January to May 2007; it was already 11.7 percent below
2006 levels. BC lumber shipments fell by over 47 percent between December 2005 and
December 2007.

US wood manufacturing employment fell by 5.5 percent from 2006 to 2007. And, as
2007 passed, there were signs that even auto makers and other consumer goods
companies were being hurt by the slump in housing. Auto sales hit a nine-year low in
July that year.

Value of BC Lumber Shipments to US
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By December 2007, the US was officially in recession i even though it took several
more months for the stock market bubble to collapse or for the Bush administration to
concede that the economy was in serious trouble.

Boom and Crisis: The BC Interior

North American sawmills responded to high US lumber demand with big increases in
output. Between 2002 and 2007, North American sawmill capacity went up 9.4 percent
even though the number of mills fell by 163 in the same period. Canada saw a 7.4
percent rise, British Columbia, 21.5 percent.

| n B CO0 s, this mdrease was encouraged by two developments: the spread of the

Mountain PineBe et | e i nfestation and Canadian firmsé
measures. Under threat from the beetle epidemic and protective tariffs that were first
set at 28 percent, comphhses bBylof hegendgsabe

for beetle-damaged timber, the BC government contributed to the current crisis by
encouraging high-grading and widespread harvesting not only of pine but unaffected
species.
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Led by Canfor, BC Interior firms responded to the huge tariffs imposed by the US in
May 2002 by raising production in their highly-efficient mills. They drove down unit
labour costs and flooded the US market with cheap lumber. Most American mills could
not compete. Profits surged along with US housing demand as Canada captured a
growing share of the US market.

The end of the boom, meanwhile, has created massive over-capacity in BC and the rest
of North America. The demand-to-capacity ratio fell by 17 percent between 2006 and
2008, from 89 percent to 72 percent. The slump in output led to massive downtime, mill
closures and long layoffs for forest workers.

Forest companies blame labour costs for their problems i not least when we are
negotiating new collective agreements for our members. But labour costs have actually
fallen by 20 percent in the past three years.

Boom and Crisis: BC Coast

The situation on the Coast has been different. Coastal firms were already having
difficulty matching production to markets when the Liberal government took office in
2001. The region was also suffering from many years of under-investment, but instead
of encouraging investment and diversification, the provincial government instead ended
the link between timber harvesting and manufacturing.

Changes to the Forest Act in 2004 allowed more raw-log exports and created BC
Timber Sales to sell Crown timber to the highest bidder. They eliminated local
processing rules and got rid of the mill-closure review process. While there are
profitable log exporters who operate almost exclusively on private lands, most sawmills
that rely on Crown lands are losing money.

Western Forest Products said that insufficient timber supplies caused many of its

sawmill closures, but the main reason was log exports. Although supporters of log

exports claim it creates employment, the evid
exports kill jobs!

While exports grew from a tiny fraction of th
1990s to an average of 4.4 million cubic meters in the past four years, forest-sector

employment fell from 94,800 in 1999 to 69,400 in 2008, a decline of 26.7 percent. Even

logging employment fell by over 40 percent. If the raw logs exported in 2008 had been

milled here, 2,800 manufacturing jobs would have been generated in BC.

The separation of harvesting and manufacturing resulted from provincial government
policy and the SLA. While logs enter the US duty-free, lumber is subject to the 15
percent border tax.

I n spite of Coastal f omewmuestnocentdipirgcanteastd pr omi s e
negotiations in 2003; they invested virtually no capital in Coastal BC. Instead, they

used the money received under the 2006 SLA to buy US mills. The remaining BC

workforce must make do with increasingly uncompetitive, unproductive and unsafe

mills.
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BC was already facing serious challenges before the collapse

Low investment was not caused by a lack of profits. Between 2004 and 2008, many BC
firms reported record profits while total Canadian corporate profits and interest topped
$1.3 trillion.

Value-added employment in BC had already stalled before the crisis. This contrasts to

the 1990s, when value-added employment in BC was up 24 percent, while sales
increased by 75 percent,accordi ng t o a 2006 study by Tom Mane
faculty. Shipments of value-added products increased from $300 million to nearly $1

billion between 1990 and 2001.

Employment in the value-added wood sector (including remanufacturers, millwork,
engineered wood products, pallets and containers, furniture, cabinets, and others) did
not grow significantly after 1999, when there were 14,410 jobs in these firms. Value-
added shipments fell by over 24 percent from 2003 to 2008.

One exampl e i seditsprbfitablédPanelc& Fibre Division in 2008 - likely
because Canfor wanted to sell the real estate. Canfor sold the plant and patents to its
main rival, an lllinois firm. Despite repeated requests from the workers and the city of
New Westminster, Premier Gordon Campbell and former Forest Minister Rich Coleman
refused to help. After weeks of involvement in the file, Coleman still believed the plant
was a sawmill!

The Softwood Lumber Agreement (SLA)

A big reason for the crisis-USBLABC®Hasr fforreemt s i
delivering security, the Canada-US sof t wood pact has seriously
lumber producers and hurt rural communities as they struggle through a prolonged

economic s | u mMptesdCCPA resource policy analyst Ben Parfitt.

Under the SLA, the US gave back around $4.3 billion in duties paid on US-bound
lumber shipments during the 54-month trade dispute. This provided a huge windfall for
companies like Canfor Corporation, West Fraser Mills and Interfor who spent more than
US $620 million to purchase or upgrade US sawmills.

By investing in the US, they avoid the 15 percent border tax i collected by Canada -

which replaced the 10.8 percentf &&t duodomnetshe T
BCob6s f or e sWhenthe dheap beetlie wood is exhausted and the province is left

with a gaping pinefalllkd o wn, t hey o1l | s {freelahd dutyafreeeUSt hei r beet
sawmills.

The export tax is a big problem even though the money stays in Canada. It applies to
lumber shipments when prices fall below certain levels or exports to the US, exceed
certain volumes. In the two years after the SLA was ratified in October 2006, the tax
cost BC companies over $540 million. Instead of earmarking those funds for
investment, the government put it into general revenue.
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The SLA sped up a trend which began in 2002. Five major BC companies invested
1.65 times more in the US between 2002 and 2006 than in BC. It should come as no
surprise that under the Campbell government, employment in the BC forest sector fell

by over 20,000 jobs.

No recovery yet in sight

Today, the forest industry and its workforce are desperately trying to hang on in the face
of the most severe crisis since the Great Depression. Lumber prices continue to fall,
while lumber producers face another hurdle with the latest surge of the Canadian dollar.

There is talk the housing market in the US has hit bottom and will soon start growing
again. But any rebound will remain fragile and depend on the continuation of US
government stimulus programs. The recent rise in housing starts was driven by an
$8,000 federal credit for first-time home buyers - that program is due to expire

December 1.

Without more jobs and higher incomes, demand for
housing and other products cannot take-off.
Americans' net worth actually grew between April and
June 2009, the first increase in nearly two years. That
is still just 19 percent of what it was just before the
recession hit at the end of 2007!

What is Net Worth?

Net worth is the value of assets
such as homes, checking
accounts and investments -
minus debts like mortgages and
credit cards.

Meanwhile, US consumer credit fell in August for a seventh straight month. This is the
longest period of decline since 1991. Consumer credit fell by $12 billion, or 5.8 percent
at an annual rate - with banks reluctant to lend and households reluctant to borrow.
Consumers are paying down their debts, not making major purchases.

The Campbell government is part of the problem

The BC forest industryos

probl ems are not

our contr ol Fadrest AGtisariouslynhgrt workegs, communities and
taxpayers. The changes took away the power forest ministers used to have to protect

Crown revenues and forest industry jobs.

The amendments contributed to a race to the bottom in the timber-harvesting sector,
leaving many logging contractors broke or bankrupt. It also reduced job safety. In
2005, the year after the government deregulated the industry, 43 forestry workers died
on the job in BC. Only concerted action by the United Steelworkers Union (USW)
stopped this upward trend but the situation remains desperate.

The Liberals allow the export of millions of cubic meters of raw logs instead of creating

jobs in BCOs s pwaassihgfxiltesnda woplhel | 6 s

meant that hundreds of millions of dollars were spent on US - not BC mills.
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When the government wasnot hurting the forest
Finance Minister Carole Taylor said that we're all just spectators to the downturn in the

forest sector. Former Transportation Minister Kevin Falcon's mocking response was

Aboo hoo, 0 as though British Columbians caugh

Former Forest Minister Rich Coleman insisted things were not as bad as they seemed,
and,inanycase,hi s fAhands CuwentrMnjstertPat Ball offered to find cheap

flights to Ft. McMurray for workers in his riding. In September 2008, he suggested the

worst was over and there would be no more industry downtime. He coul dndét have
more wrong!

Over 50 wood-processing plants had already closed before the crisis really hit in mid-
2007. Employment among USW in the forest sector is down by about 35 percent and
other industries have also been hard-hit.

Until we have a government that ensures that BC resources create BC jobs, things will
j ust get wo rhave the taxVéeenus to provide decent services or address
critical social problems. More and more of us will be unemployed, poor and even
homeless. Is that the BC you want?
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Pulp and Paper

The pulp and paper industry provides important benefits to British Columbia
communities, workers and all three levels of government.

1 More than $4 billion of annual economic benefits;
1 Over 10,000 direct jobs and 20,000 indirect jobs;

T Annual payroll of $1 billion, making pulp and paper the second highest-paying
industry in the province,;

T $600 million per year in contributions to all three levels of government through
taxes and assessments, as well as from employees in the industry;

T The towns where pulp and paper mills are located have also benefited from the
industry's support of local activities and infrastructure;

T The industry contributes more than $1.5 billion to the solid wood sector, as the
single largest customer for residual chips; and

T Al | but one of BC6s pulp and paper facilit

Until recently the logging, solid wood and pulp industries were closely linked through
integrated companies that had logging rights, pulp mills and sawmills. On average,
about half of each log milled in BC becomes wood chips, sawdust and hog fuel. These
are used by the pulp and paper industry - chips and sawdust as the raw material for
pulp and hog fuel for power generation.

Sawmills and pulp mills still depend on each other for survival. As each sawmill shuts
down, it hurts pulp mills. Their raw materials are either gone, or have to be trucked from
farther away 1 raising costs. This really hurts pulp and paper mills that have to compete
in a global marketplace.

Recent shifts in corporate strategy ledtothe break-u p of most of BCG&6s i nt e
The Campbell government ended the linkage between solid wood and pulp and

between logging and wood manufacturing. BC6 s | ar ge squaptyfiorg of hi gh
remains a competitive advantage, but is at risk.

The pine beetle infestation and the loss of many sawmills will reduce interior harvest
volumes by over 25 percent over the next 10 years. BC pulp mills are facing higher
costs while pulp prices are set in global markets.

Global Struggles

Pricewaterhouse Coopers suggested earlier this year that the industry is in for difficult

times, noting Athe starkly contrasting fortun
and those in growth areas. 0 The North Americ
into the downturn ahead of other parts of the world.0 Housing starts had fallen 35

percent in 2007 adding to the long-term market contraction that results from the growth

of electronic media and communications.
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Domestic Challenges

Between its big growth phase in the 1960s and 1970s and now, the global pulp and
paper industry has seen major changes:

1 New fiber resources, especially in South America and Southeast Asia;

1 New technologies that quadrupled the scale of production facilities;

1 Formation of global conglomerates, mostly headquartered in the US and Europe;

1 A shift from newsprint to packaging and fine papers; and

1 Many countries are building new mills rather than upgrading existing facilities. In
Scandinavia, China and Germany, modernization and growth was assisted by
strong government support and the creation of secondary industries.

The American government provides a wide range of direct financial support to its forest-
based industries while illegally harassing Canadian exports to the US. On top of a
massive federal stimulus plan, most states are pumping millions of dollars to their
producers. Government subsidies are paying for drying kilns, sawmills, wood-pellet
mills, power plants for sawmills, reforestation and even support for firms affected by
other firmsdé bankruptcies.

US pulp and paper producersnow get a $7 bill i onatdkbréddck | i gu:
designed to support alternative fuels. They add as little as 1.0 percent diesel to their

pulp waste to qualify. Following lobbying by the Canadian Energy & Paperworkers

Union (CEP) the Canadian government was pushed into action,but Ot t awads pr og
still worth only $1 billion, half of what is needed. And the money is only available as a

grant that is tied to environmental upgrades.

In the US, there are no conditions and companies receive regular federal cheques. The
BC and Federal government have done almost nothing to assist BC workers and
communities.

A high Canadian dollar - any time it goes over .90 cents - really hurts our pulp and
paper industry. Like the solid-wood sector, it has fallen behind competitors in other
regions. BC companies have not kept pace with research and development or invested
in new technologies and products.

We need public policy that encourages reinvestment. The sector is victim to

government neglectandthe B C Li be@mradlesdémiaduktee 0 approach. I
assisting companies to be more competitive, the Liberal government is actually

encouraging them to reduce tax payments to local communities.

BCOs Northern Bl eached S edpdcialp anthe Boasadreenow NB S K)
high-cost compared to other countries. Our mills are small by global standards. The

same is true for BC newsprint, meanwhile, our big customers, such as newspapers, are

under heavy pressure.

Different government policies would help the sector benefit from opportunities in
renewable energy. The pulp and paper industry and BC Hydro could benefit from the
large amountofi bi o ma s s 0 -killedtmes.bRulp mills@ow generate electricity
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and sell itto BC Hydro. Thesemil | s coul d add green energy to
desperately needed revenue to upgrade and modernize.

A 2007 report for the provincial government warned that fa major increase in capital
investment is needed to refocus and renew production platforms to achieve sustainable
competitiveness. There are assets and production sites in BC, particularly in the NBSK
sector, that could offer the opportunity for such reinve st ment . 0o

Is the Current upturn Sustainable?

Global pulp and paper prices are currently experiencing a recovery of sorts, based
largely on growing inventory (world-wide reserves had been low), increased Chinese
demand and reduced output.

Shipments of pulp to China were up 71 percent in the first four months of 2009, while
there have been several permanent or short-term shut-downs at Canadian and US pulp
mills. Mid-October prices for benchmark pulp hit about $790 per metric ton, after a
$250 fall to $635 earlier this year. Some observers suggest that prices might bump up
another $100 in the fourth quarter of 2009.

"It's a shaky recovery," suggests at least one analyst. It appears to be affecting only
Asian markets; North American and European markets remain sluggish. Chinese
purchasers are buying now because their inventory dropped too low. The $586 billion
Chinese stimulus package gave them the ability to get letters of credit to buy on the
open market.

There is a danger that Canada will wind up simply sending chips or just logs to be
chipped in China. A recent report by the World Resources Institute notes that some US
companies are already shipping chips to Asian markets, including China.

A We b e heiPaciiceNorthwest has a bright future in becoming the major softwood

chip supplier to those Pacific Rim countries
including China, Japan, Korea and Taiwan, says a summary by the Gerson Lehman

Group. Some future!

We need new government and industry policies to make sure pulp industry jobs and
production stay in BC.
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Construction Industry

The construction industry is about far more than building new houses and condos. It is
a diverse and complex industry that includes the following:

Industrial: pulp mills, petrochemical plants and mines;

Institutional: schools and hospitals;

Commercial: high-rise offices, hotels and retail outlets;

Residential: concrete and wood-frame structures;

Pipelines: large and small diameter distribution systems;

Roads: municipal, provincial and inter-provincial streets and highways;

Civil: water and sewer systems as well as bridges; and

Power: dams, co-generation, run-of-river, transmission lines and wind farms.

=4 =4 =4 -8 _48_95_9_°

According to Statistics Canada data, employment in the BC construction industry almost
doubled between 2001 and 2008 i going from 110,700 to 220,800. It also increased
over 50 percent as a percentage of the workforce.

2001 2002 2003 2004 2005 2006 2007 2008
58% 6.0% 59% 7.0% 79% 82% 87% 9.5%

These numbers include managers, technical and office staff. For just trades, the
numbers from 2001 to 2008 are 80,000 to 140,000. Of course employment sank in
2009. September 2008 saw peak employment at 235,200 while this September it had
dropped 40,000 to 195,700. Thet r a canpaent is down 10,000 jobs to around
130,000 at this point.

As of 2005, about 13 percent of the total construction workforce was female - up about
seven percent in a decade. In the construction trades woman have only two percent of
the jobs.

In the earlier discussion of the boom and bust, we saw how growth under the Liberals
was entirely thidaur 4rmd cihWwesdggoodrirgedfor construction
workers, and nothing wrong with that. Now, with the economy in crisis and the Olympic
building boom over we will have to see where more jobs will come from.

A number of major projects have started or are on the drawing board or being
considered. If approved, and if the needed government funding or private financing is
there, they should keep the industry going for a number of years.

Highway 1 expansion (including Port Mann bridge) - $3 billion
Evergreen Rapid Transit Line - $1.8 billion

South Fraser Perimeter Road - $1 billion

Roberts Bank rail corridor - $300 million

School upgrading and new construction

BC Place upgrading

Alcan smelter project at Kitimat

Run-of-the-river and transmission line projects

Site C Dam

= =4 -8 _48_9_48_49_°9_--°
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Employment in the construction industry is very different from other sectors. The
average time a worker spends on typical job is between three and six months. It is not
unusual to have worked for a hundred different employers in the course of a thirty-year
career.

Seniority rights dohbutihorganizedsdbs thetJnian®acteagar uct i on
labour pool for the employers. The average worker is employed between 1,100 and

1,500 hours per year at around $30 an hour. This works out to around $45,000 a year i
alivingwage,but not exactly the Abig bucksod constru
make.

Construction is the most dangerous work in the province. From 2001 to 2008, an
average of 37 fatal claims per year were accepted by WorkSafeBC. Safety training and
enforcement is a major concern and activity for construction unions.

In the construction industry, employers increasingly demand that their workers declare
t hems el veensp | Aosyddisf im spite of the fact that the employer decides on the
work to be done, scheduling, pay and can collect profits on the job.

Wor kers who decl ar ee mphleoryseed ov easr ea sr efisspednfsi bl e f
Wor ker s Compe WCB)tcaverage. Bhe aalf dmplpyed can purchase

APer sonalr oQpetc{PARe) freitn WorkSafeBC. The POP option provides less

coverage for workers while releasing the true employer from their legal responsibilities

to provide WCB.

The BC and Yukon Building & Construction Trades Council (BCYT-BCTC) is the
umbrella organization for some construction unions. Its member organizations
represent over 40,000 workers 1 mostly skilled trades in the non-residential sectors.
Over 35 percent of non-residential construction is union. However, this is down from
earlier times.

There are 14 unions affiliated to the BCYT-BCTC: Bricklayers Local Union No. 2,
Electrical Workers Locals 1003 (Nelson), 213 (Vancouver), 230 (Victoria), and 993
(Kamloops), UNITE-HERE Local 40, Insulators & Allied Workers Local 118, Ironworkers
Local 97, Labourers Construction & Specialized Workers Local 1611, Operating
Engineers Local 115, Plasterers & Masons Local 919, Sheet Metal Workers Locals 276
(Victoria) and 280 (Vancouver) and Teamsters Local 213.

There are also a number of local unions not part of the BC&YB&CTC. These include
Boilermakers, Elevator Constructors, Floorlayers, the Painters District Council, Pile
Drivers, Millwrights, Carpenters and three locals of the Plumbers and Pipefitters.

Under the anti-union Campbell government the percentage of total construction payroll
covered by our collective agreements has declined from 31 percent to just 20 percent.
The BCYT-BCTC are investing heavily in organizing in the face of difficult
circumstances.
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In 2007, the Labour Board granted 28 new certifications covering 275 workers, but eight
of these were simply extensions of existing certifications. Current Labour Relations
Code provisions and the administration of the law by the Labour Relations Board are
formidable barriers to organizing in the construction industry.

Apprenticeship and trades training is a major priority and constant activity for the
building trades. Over 50 percent of all apprentices in BC come from the construction
industry. Of these, over 5,000 are sponsored by joint employer-union apprenticeship
training boards.

The Joint Boards are funded by collective agreement per capita hourly contributions (on
average .35 cents per hour) by employers. In 2008, the $8.5 million expenditure by
Joint Boards employed a staff of over 70 administrators, instructors, counsellors and
office support.

Most building trade affiliates have their own training facilities, instructors and provincially
recognized curriculums. Union completion rates for apprenticeships are the highest in
the country and 70 percent of successful BC construction trade apprentices come out of
these union programs.

The BCYT-BCTC look forward to making an even bigger contribution to a greener
economy by being part of the move toward more environmentally-friendly construction
practices and retro-fitting of existing buildings. We need government policies that
encourage and support this trend and support this work being done by well-trained and
experienced union trades people.

Option: Lobby for major amendments to the Labour Relations Code including:

1 Elimination of the duty to foster viable business i Section 2(b). This has been

used against workers right to strike, to organize, and to stay in a union.

Card check certification to nullify employer® intimidation tactics.

Successor rights and common employer provisions to stop union avoidance

through phony companyre-or gani zati onbr eadt Adoabl e

1 Prohibition of undemocratic/employer-dominated unions like Christian Labour
Association of Canada (CLAC.)

1 Penalties for engaging in unfair labour practices. Remedial certification is not
enough. Employers should face monetary penalties for flouting the law.

1 Enforcing the 10-day rule to commence collective bargaining after notification by
the union. Employers use unreasonable delaying tactics as part of union-busting
strategies; and

1 Opening collective agreements after certification by a different union.
Construction industry employers sometimes sign deals with phony unions like
CLAC at the start of a building project. Currently, even when workers liberate
themselves from phony unions like CLAC they are stuck with the sweetheart deal
cooked about this operation and the company.

il
1

BC6bs Private Sec4lor



Mining

Mining is one of the few industrial sectors where workers saw increased employment
this decade.

This table shows recent trends in mining jobs with the most recent data at the top:

Metal Coal Industrial Construction T_ot_al Mineral
Year . . : Mining .

Mines | Mines Minerals Aggregates Exploration

Sector

2007| 3,500 | 3,490 2,600 2,050 11,640 2,410
2006, 3,270 | 3,201 2,500 2,020 10,991 2,157
2005/ 3,192 2,754 2,436 1,999 10,381 1,904
2004 | 2,771 2,620 2,290 1,789 9,470 1,361
2003| 2,389 2,724 2,374 1,791 9,278 644
2002 2,294 | 2,990 2,132 1,805 9,221 480
2001 3,012 2,869 2,104 1,767 9,752 357

Mining is also a relatively high-wage sector. The Canadian average hourly wage in
mining is $31.52, compared to the average for all industries of $20.16. Most of these
wages are spent in BC, almost all in resource-based communities.

There are three B.C. Federation of Labour affiliated unions with members in the sector,
the USW, the CAW and the IUOE. A challenge we have is that CLAC (the Christian
Labour Association of Canada) has a number of certifications in mining.

Infact, t hey may be the second | ar ges Ofcéurtsathep n 6 i n
are not a legitimate workers organization and their agreements are largely the result of
back-door deals with the employers.

Mining contributed $6.1 billion to the provincial economy last year as total metals and
coal shipments from BC mines increased by eight percent to 26.8 million tonnes. The
industry made payments to the government of $545 million.

The recent growth of BC6s mining sector is |
Demand is up by a factor of 20 over the past two decades. China is now the world's top
consumer of aluminum, copper, lead, nickel, tin, zinc, iron ore and coal. It has been the

world's top consumer and producer of steel for over a decade, producing a third of the

world's steel, three times as much as either the United States or Japan. This of course,

makes it a major consumer of coal, sulphur, iron ore and other steel-making inputs.
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Whi | e Gbonomghasbeen growing by at least nine percent a year since 1990, its
consumption of metals has increased 17 percent per year - and China is only now
reaching the most capital-intensive stage of industrialization, urbanization, and
infrastructure construction, so demand is expected to grow even more.

Global metal prices are being driven up by strong demand, low inventory levels and
high energy prices which raise the cost of mining. China's demand for metals is tied to
its dramatic growth in industrial output, especially basic steel, stainless steel and steel
products including electrical wire, cable, industrial machinery and equipment.

Rapid growth in residential and infrastructure construction has also driven up demand
for metals. The one exception is aluminum, where China is a major producer and net
exporter, and prices have been flat.

Mining companies expect this to continue. A recent Parliamentary submission by the
Mining Association of Canada suggests that China will face an increasing gap between
supply and demand for minerals and metals.

Copper prices have shot up in the last five years from $0.50 a pound to over $3.50.

Coal prices have almost doubled. It should not then come as a surprise that mining

corporations are enjoying substantial profits. Pre-tax earnings rose to $3.2 billion last

year, the highestinthe4l-y ear hi st ory of PricewaterhouseCo
industry. We will have to see how the current global downturn has affected mining

profits but the long-term trend is clearly upward.

Net profits in mining as a share of the total economy
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The 2008 results were mainly driven by increased coal prices, up 225 percent to $261
US/tonne over the previous year. Coal represented 86 percent of total product
shipments in 2008. The price in April this year was in the $125 US/tonne range, much
lower than last year, but still high compared to historical averages.
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BC is, by far, the country's biggest coal-exporter. The value of coal production
accounted for $3.2-billion of last year's record $8.4-billion in mining revenues. Coal
mines are found in the Kootenays, the northeast region of the province and on
Vancouver Island. Almost all are unionized.

Elk Valley in Southeastern BC is the world's second-biggest producer of metallurgical
coal, used in steel-making. Much of the coal mined in the province is sold to customers
in Japan, China and South Korea.

Chinadés demand for coal for electricnewy
generating capacity equal to that of France - allcoal-f i r e d ! I n fact,
massive and growing energy supply comes from coal-fired generators.

Copper concentrates were the second-largest source of mining revenues in 2008, even
though they fell by 29 percent to $1.19 billion from $1.66 billion the previous year. The
2008 copper price averaged $3.16 US/Ib.

In the wake of the global economic meltdown, it dropped to an average of $1.56/Ib in
the first quarter of 2009. However prices have rebounded since then. By mid-October
the price of copper was back to $2.75/Ib. Given that companies break even at roughly

$.65/1 b, itds obvious that Teck and ot her

money.

Zinc and zinc concentrates contributed $736 million in 2008, down 40 percent from $1.2
billion in 2007. Rising gold prices led to a 13 percent increase in revenue to $231
million in 2008, up from $205 million in 2007. Gold prices continued to strengthen in the
first quarter of 2009, averaging $908.71/oz. Silver prices also rose in 2008, pushing
revenues up by 10 percent to $272 million over 2007.

Total revenue from molybdenum increased 9 percent to $472 million from $433 million
in 2007, while the price dropped five percent to an average of $28.42/Ib. Molybdenum,
which is used as a strengthening material in the steel industry, saw a significant price
decrease in the last quarter of 2008 and prices remained low in 2009.

Profits and wages up, but not investment

This growth has allowed significant wage increases for unionized mine workers.
Statistics Canada numbers show that between 2004 and 2007 hourly wages rose by
21.5 percent. But these wage increases are small compared to the massive growth of
corporate profits. Over the same four-year period profits rose 122.6 percent from $3.1
billion to $6.9 billion; in 2006 they rose as high as $7.7 billion.

These huge profits have not led to major new investments, unfortunately. A recent
report by the Centre for Studies in Living Standards (CSLS) noted a general decline in
investment and productivity in the Canadian mining sector since 2001.

Part of the reason, the CSLS suggests, i
objective for firms. While the objectives of productivity and profitability normally
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coincide, they diverge when commodity prices
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