Malcolm Barker, vice-president and
general manager of Seaspan’s Victoria
Shipyards division, has eight billion
reasons to smile these days thanks to
the company’s triumphant bid in the
National Shipbuilding Procurement
Strategy. But will this shot in the arm
be the cure for what ails the local
economy as we enter 2012?
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it’s going
to be a
wild ride
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Will this be the kind of turnaround
year we hoped for in 2011?
If you survived flat, get ready
for sluggish. But signs point to
recovery — with a healthy dose
of volatility.
Last year, Victorians espoused cheery mantras
like “flat is the new up” as we welcomed 2011.
In 2012, the buzz term might be “slow growth.”
Then again, it might be “recession.”
Undoubtedly, 2011 failed to live up to its
billing as a turnaround year for the global
economy. The feeling was that we’d hit bottom,
that there was nowhere to go but up.
Observers of the economy — at macro and
micro levels, and everywhere in between —
probably felt a sensation akin to whiplash, as
each passing month brought news that this was
up, that was down, and no one knew what it
all meant, except that debt and deficits were
strangling the chances of recovery in Europe and
U.S., and that was making life awfully difficult
for the rest of us.
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“The events that are unfolding are coming
at us so rapidly,” says Central 1 Credit Union
chief economist Helmut Pastrick. “We’re living
in extraordinary times.”

VOLATILITY

With pillars such as tourism, technology,
higher education, and the military anchoring
the local economy, it’s tempting for Victorians
to brush aside talk of flat, sluggish growth. But
then news arrives, as it did in late October,
that the Defence Department is freezing
staffing levels and looking into selling and/
or closing military properties around the
country between now and 2016. Although we
won’t know the details of that until the federal
budget is released this spring, the timing of
the announcement — right on the heels of the
massive National Shipbuilding Procurement
Strategy (NSPS) wins for Halifax, Vancouver,
and to a lesser extent, Victoria — was jarring.
Then came word that one of the behemoths
of the tech industry, Microsoft, is opening
a video-game design studio in downtown
Victoria that will employ 60 people.
Waiting for the other shoe to drop? It’s
likely to be that kind of year, say Victoria and
Vancouver Island experts.
“There’s going to be a lot of volatility
because there’s still a lot of uncertainty,”
says Sasha Angus of the Greater Victoria
Development Agency (GVDA). “What we
need to do as a community is take a look at
what the global marketplace is doing, what
the national trends are, and then match those
against what we see at a local level.”
The Conference Board of Canada, in its
winter 2011 forecast, sees the Greater Victoria
economy growing by 2.3 per cent in 2012,
building on 2011’s 1.9 per cent growth rate.
But Ian Powell, general manager of the Inn
at Laurel Point, is tempering expectations.
In essence, he won’t get fooled again. “It’s
going to be a bit more of the same. It has
some probability to be the end of the [current]
cycle, which is sort of reassuring.”
Dave Willie, a Nanaimo businessman
who chairs the Vancouver Island Economic
Alliance, says there are some “soft areas”
that need to be addressed this year — and
surprisingly, tourism is one of them.
“We have work to do on tourism,” he tells
Douglas. “It’d be foolish to say we’re not
dealing with a big problem. We need that
international traveller. The European market’s
not going to change much, and certainly in
the American market we don’t see a huge
swing happening. So we’re banking on the
Asian market.”
The statistics justify Willie’s concern.
According to tourism industry analyst Frank
Bourree, of Chemistry Consulting, the number
of U.S. overnight and same-day visitors to

“There will always be ups and downs,”
she says. “I welcome tourism and we need it
for the Island, but I’m not relying on it. We
have a very strong local clientele. But having
said that, I’m still seeing a good selection of
tourists from the States. Certainly a lot from
Seattle, San Francisco, and the south.”
Powell hopes the government’s latest
tourism strategy at the very least brings some
reduction in the volatility of the market, which
he says wreaks havoc in everyday areas that
are the lifeblood of any business.
“The cycle of when business comes in …
every year, you keep saying, ‘It can’t get any

shorter.’ But it seems to. Which makes it
even more unsettling when you’re running
a business and wondering what the hell’s
coming in the door. Staff may think they’re
working three days next week and all of a
sudden they’re working five days. They say,
‘Oh, you didn’t tell me — well, it’s because
we didn’t know. It’s not because we’re stupid,
we genuinely don’t know.”
Attenuating the sense of unease are higherlevel issues such as the minimum wage and
the rejection of the HST. For the second time
in 2011, B.C.’s minimum wage increased, to
$9.50, on November 1, while the minimum

Mike Doehnel and Bryce Rashleigh

B.C. has dropped — by 20.5 per cent and
54.4 per cent, respectively — every year since
2001 (with the exception of a modest increase
in U.S. overnight visitors between 2002 and
2003). It adds up to the loss of 2.5 million
U.S. visitors to B.C. over the past decade.
“While it’s a good thing that more
Canadians have been choosing to travel at
home,” says Bourree, “we shouldn’t lose sight
of the fact that international visitors tend to
stay longer, spend more, and bring new money
into the province and country.”
In 2010, China was B.C.’s fifth-largest
international market for direct customs
entries with 118,481 visitors to the province,
an increase of 18.9 per cent over 2009. But
the trouble with making the most of the rise
in Asian tourism — particularly Canada’s
preferred destination status with China —
centres around the procurement of visas, says
Willie, who investigated the problem firsthand on a trade mission to China last year,
during which he met with tour operators.
“We were shocked to find out some of the
difficulties we’re still facing,” he says. “The
tour groups in China … they can get a U.S.
visa [for a client] in four days. On the other
hand, they can’t get a Canadian visa in less
than 30 days. For a government that says
it negotiated in good faith on behalf of the
tourism industry for years to get the approved
destination status, and then, a year and a half
down the road, is still not getting rid of this
backlog and resolving these issues, I find it
very frustrating.”
Powell says the visa issue is a “blockage”
that’s only going to move Canada — and
Victoria — farther down the list of places
international travellers want to visit.
“In the past 20 years, with the fall of the
Iron Curtain and changes in politics in Asia,
all of a sudden there are now many places one
can go on vacation that weren’t even on the
radar,” he says. “You just couldn’t go there.
You couldn’t go to Vietnam, to Prague. Well,
you can go now. So, the consumer can say,
‘Never mind, I can do [Victoria] next year, or
the next year, or the next year.”
Luckily, Victoria already enjoys excellent
brand recognition in key domestic and shorthaul markets targeted by the new strategy:
Vancouver, Seattle, and Calgary. According
to respondents who took part in Tourism
Victoria’s latest “destination brand study,”
awareness of the region as a tourist destination
is at 92 per cent in Vancouver, 88 per cent in
Seattle, and 81 per cent in Calgary.
Gayle Robinson, who owns and operates
Robinson’s Outdoor Store in downtown
Victoria, isn’t too worried about tourism’s
current trough — if indeed that’s what it is:
anecdotally speaking, she hasn’t seen a huge
fluctuation in the numbers either way.

“We have a great opportunity with our climate
here. Water is just one of many pieces of
the puzzle”.
— Mike Doehnel, Saanich Pennisula Water Commission and the Water Advisory Committee

Our region is at a great advantage. Food systems require a lot of energy,
but many overwintering and legume crops require no additional irrigation
– in fact, growing food in our climate requires approximately four times less
water than equivalent crops grown in hotter areas of North America. And
that’s great news, not just for local farmers, but for our environment.
In our communities, people and organizations are taking a new interest
in supporting local farms and sustainable food options. Growing food in
our mild climate is just one of the ways we can reduce the impact of food
production on climate change.
For more information on irrigation and water saving tips, visit
www.crd.bc.ca/ici

www.crd.bc.ca
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Here we rise and shine.

The Greater Victoria Development Agency believes
a runway extension at Victoria International Airport
is the No. 1 priority for economic growth.

wage rate for liquor servers rose to $8.75.
Premier Christy Clark says she’s committed to
increasing the minimum wage in three stages
to $10.25 by May 1, 2012.
And although the delay in returning to
the PST/GST hasn’t affected sales of existing
homes as negatively as some predicted, the
real impact is being felt in new construction
— particularly condos and townhouses — as
some developers hold off on breaking ground
and starting sales.
Another X factor for local business is air
travel. Will 2012 be the year the Victoria
International Airport gets its long sought-after,
444-metre, $41-million runway extension?
Direct flights between European capitals and
the ability to land the new generation of supersized jets, like Boeing’s Dreamliner, would be
an enormous economic stimulus. The plan is
“shovel-ready,” but how long will the muchneeded provincial and federal dollars wait in
the wings?

STABILITY

Faced with such uncertainty, then, the
importance of the $8-billion NSPS contract as
an economic stabilizer cannot be understated.
Work is set to commence later this year or in
early 2013, so the effects will be felt soon, not
only in Vancouver and Victoria, but also up
Island.
Ron Van Wachem, president of the Nanaimo
Shipyard Group, told the Times Colonist in
October that he anticipates 100 new jobs
to be added at shipyards in both Nanaimo
and Port Alberni. Seaspan has estimated the
contract will directly or indirectly lead to the
creation of 4,000 new jobs in the province as
the shipyard beefs up its staff and suppliers

across many different sectors take on new
workers to meet demand. About 80 per cent of
the work will be done in Vancouver, according
to reports, but that leaves a good chunk for
Victoria and the Island.
“If you’re in the marine business today
and you’re not excited, I suggest you leave,
because this is as good as it gets,” says
Victoria Shipyards vice-president and general
manager Malcolm Barker. His company,
which repairs ships at the publicly owned
Esquimalt Graving Dock, will see $30 million
in infrastructure investment thanks to its share
of the shipbuilding contract. Employment
will rise by at least 200 this year as a result of
several non-NSPS projects, says Barker, and
then more workers will be hired as the first of
the new non-combat vessels arrive for fit-out,
finishing, systems integration, and sea trials in
late 2013 or early 2014.
“What I see the shipbuilding contract
doing,” says Willie, “is lifting people up and
saying you know, there is an industry rising
here that we haven’t seen for a while that’s
going to provide jobs for generations to
come. You go back 20 to 25 years, it was very
difficult to see a future in trades.”
And these aren’t just your average jobs,
either. Most will pay well over the region’s per
capita income, which in 2010 was just shy of
$40,000. Seaspan winning the contract will
“create a lot of household-supporting jobs,”
says Angus. “For every job created from the
program, that’s like a brand-new household’s
worth of spending.”
The rebound in skilled trades should
also be a boon to the housing construction
sector, which is showing signs of rebounding
nicely from an awful 2009, even though the
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number of housing starts in Victoria declined
by 18.3 per cent, from 518 to 423, between
the second quarter of 2010 and the same
period last year. The Conference Board of
Canada attributes the decline to a temporary
slowdown in demand — a trend that should
reverse between now and 2015 as population
and personal income growth pick up steam. In
fact, the Canada Mortgage and Housing Corp.
(CMHC) is absolutely bullish about housing
construction output in the near term, calling
for a 20.9 per cent increase in total housing
starts (both single-detached and multiple)
from 2011 to 2012.
Even before the shipbuilding contract was
awarded, the provincial government pledged
$550,000 toward a new marine-trades training
centre in Esquimalt, enhanced training and
other labour tax credits to eligible marine
industry employers, and partnerships with
vocational educators like Camosun College,
which is likely to expand course offerings in
areas related to marine trades and engineering.
A renewed focus on trades— and an uptick
in the availability of good-paying, stable jobs,
to boot — stands to benefit other sectors of
the economy as more workers look to Greater
Victoria and Vancouver Island as a place where
they can bring their skills.
“A lot of the kids that did go into trades,
they’re in Alberta making a good living,” says
Willie. “But they would love the opportunity
to return to the Island if they could find that
job that would give them the security to raise
a family. That hope is starting to come back.”
Another stabilizing force in 2012 looks to
be the advanced technology sector, which
continues to experience phenomenal growth.
Every time you turn around, it seems another
Victoria-based tech firm, or one that has an
office here, is pulling in millions of dollars in
investment capital. The challenge, according
to VIATeC executive director Dan Gunn, is
hiring, and unlike the trades, workers with
the skills needed at tech firms often have to
be recruited from somewhere else. And that’s
usually a big-money market like Toronto,
Seattle, New York, or Silicon Valley. Those
workers won’t take a discount to come to
Victoria, he says, which might partially explain
why VIATeC’s job board routinely has dozens
of openings — at the time of writing, there
were 221, and that doesn’t include the 60 or
so Microsoft expects to hire.
“There are soft spots where it’s difficult to
recruit, but overall that’s a sign of growth,
that’s a sign of health,” Gunn says. “But
there are challenges. We are on an island. It’s
not cheap to live here. But we have to look
at those as strengths — yeah, it’s expensive,
but did you really expect what’s probably the
best place to live in Canada, one of the best in
North America, to be cheap?”

According to the Victoria Real Estate Board
(VREB), the average price for single-family
homes sold in November in Greater Victoria
was $592,034, down from $595,836 in
October. Compare that to, say, Nanaimo,
where prices are in the $330,000 range.
Outgoing VREB president Dennis Fimrite,
however, points out that increased sales
activity over the third quarter of 2011, despite
high prices, is a sign of “ongoing stability” in
the market.
Retail looks to be gaining some steam after a
negative 2009, a flat 2010, and a decent 2011.
The Conference Board of Canada projects
Victoria retail sales to rise by 4.4 per cent in
2012, to $4.367 million. But don’t tell that to
Robinson. She projects significant growth for
2012, but not because of any economic trend.
“I’m not enough of a pundit to tell you
how much, but we will grow,” she says. “And
we’ve held for the past two years — we’ve
held or been just a little bit under. But the
most important part of that is our holding
involved a good, healthy profit margin. I’d
rather see lower sales, but higher profits.”
Robinson says retailers continue to see
outstanding support from local shoppers, and

Leading Indicators
Housing Starts
(Victoria Census Metropolitan Area)
2012		2,200 (forecast)
2011		2,000 (forecast)
2010		2,118
2009		1,034
2008		1,905
2007		2,579
Source: Canada Mortgage and Housing Corp.

Single-Family Home Sales
(total number and dollar volume)
2011*
2,628
$1.62 billion
2010
3,236
$2.04 billion
2009
4117
$2.3 billion
2008
3,355
$2.0 billion
2007
4,464
$2.5 billion
*January-October

Source: Victoria Real Estate Board

Unemployment rate (Victoria)
2011
6.2%*
2010
6.0%
2009
6.5%
2008
3.3%
2007
3.3%
*Through October 2011

Unemployment rate (B.C.)
2011
7.6%*
*Through October 2011

Source: Statistics Canada Labour Force Survey; BCStats

Greater Victoria Real GDP Growth
2010
2.4%
2011
2.4%
2012-2015
2.6% (forecast)
Source: Conference Board of Canada

she doesn’t expect that to change anytime
soon. The key to succeeding in periods of flat
or sluggish growth, she says, is simple: “Do
not discount, and increase your advertising.
Those are the two most significant things I’ve
done to be successful. If I cut costs, my voice
shrinks, and I create what I fear.”

Rachel Cuthbert, CMA
Business Intelligence Analyst,
Aritzia LP

GLOBAL OUTLOOK

Angus, in his dual role as economic
development officer with the GVDA and policy
and public affairs manager with the Greater
Victoria Chamber of Commerce, keeps his
finger on the pulse of global trends affecting
business at the local level. He says the rise
of Asia as a marketplace for our goods and
services is one of the biggest opportunities for
exporters reeling from the triple threat of the
robust loonie, the American sub-prime lending
debacle, and Europe’s sovereign debt crisis.
“We can help local business look at new
markets in Asia and other faster-growing
marketplaces,” he says. “We’ve done a lot of
work over the past 18 months to reach out to
those markets, and bring more international
delegations in to see what we have to offer …
if the Americans don’t get back on their feet
and start moving forward quickly enough, this
sort of thing will be increasingly important for
our local companies.”
Angus concurs with Gunn that bringing in
more talent, either through private recruiting
or efforts like the provincial government’s jobs
plan, which places increased emphasis on
international student retention, will be critical
to moving the local economy forward in 2012.
“Even if things are still soft on a global scale
and nationally,” he says, “we’ve got to put our
thinking caps on as far as how we’re going to
continue to attract talent and show them what
kind of quality opportunities we have here.”
We do have opportunities, but we’re subject
to the same winds of change as the rest of the
globe — and a lot of the stormy weather’s
being generated to our south.
Pastrick, the economist, believes there’s
about a 40 per cent chance of a double-dip
recession in the United States. “The U.S. has
deficit issues,” he says. “In Canada, we’re
caught in the backwash. It’s impacting our net
worth and our overall wellbeing.”
In contrast, the Conference Board of Canada
believes there’s zero chance of a double-dip
recession here. It just goes to show that yes,
it’s going to be another one of those years.
Or, as Powell puts it: “When we’re looking
at 2012, it’s steady as she goes, try to keep
things afloat, and look to see if that light at
the end of the tunnel is recovery and not the
9:42 from Ipswitch!” ■
Want to learn more?
Visit douglasmagazine.com/extra
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