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Human Capital and Productivity in British Columbia

Abstract

This report provides an assessment of human capital development in British
Columbia. The provinceds performance i s abov
indicators we analyze, relative to both the rest of Canada and other OECD countries.

However this does not mean that there is no room for improvement. We identify four
areas in which improvements would be likely to contribute to productivity growth in
British Columbia: the underutilization of the skills of recent immigrants; the poor
educational ntcomes of Aboriginal people; the bel@awverage production of advanced
human capital through graduate training; and the problem of high scheobnietion.
We provide policy recommendations pertaining to each of these four challenges.
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Human Capital and Productivity in British Columbia

Executive Summary

In most respects, British Columbia is performing extremely well in human capital
development. Thpr ovi nceds performance i s above aver
the indicators we analyze, relative to both the rest of Canada and other OECD countries.

However, there is room for improvement. We have identified four key areas in
which improvementsvould be likely to contribute to productivity growth in British
Columbia: the underutilization of the skills of recent immigrants; the poor educational
outcomes of Aboriginal people; the belawerage production of advanced human capital
through graduatedining; and the problem of high school raompletion.

Recent immigrants are well educated relative to the general population, but their
labour market outcomes are spdr. Existing policies in Canada admit immigrants on the
basis of their education amebrk experience with no assessment of the degree to which
that education and experience will be valued in the labour market. Additionally, the onus
is on the immigrants to find the relevant professional regulatory bodies in order to
determine the acceptdiby of foreign credentials. There is room for improvement in this
policy framework. The following are worth exploring:

o Admission via the federal Skilled Worker Program should be more focused on
what is valued by Canadian employers. The program use3 polfit scale to select
permanent residents based on: education (up to 25 points), knowledge of English
and/or French (24 points), experience (21 points), age (10 points), arranged
employment (10 points), and adaptability (10 points).

o Of the 24 points ailable for language skills, up to 16 are awarded for
fluency in one official language and up to eight are awarded for fluency in
the other. The program does not select immigrants for Quebec and
research suggests knowledge of English is a significantolietent of
immigrant labour market outcomes in Canada while knowledge of
multiple languages is not. Some or all of the eight points available for an
additional official language should be reallocated to the first.

o Foreign work experience is of little to nalue in the Canadian labour

mar ket yet al/l 21 Aexperienceod points
experience with only an additional fi\
category awarded for Canadian experience. Points should be removed
from the experiece category and added to the language category.

o Further, BC6s Provincial Nomi nee Progr

such that half of those entering BC as skilled workers come through the
provincial system.
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e The provincial government should establishanfal credential recognition
framework; create a single, recognized bodgwerseeassessments; and use its
authority over the provincebds occupati one
credential assessments are respected by employers. This mag itineol
construction of sectespecific databases of international educational institutions,
as recommended by the Business Council (2006b). The federal government
should strongly encourage prospective immigrants to undergo an assessment
early in the immigation process.

The educational outcomes of Aboriginal people are very poor relative to those of
nontAboriginals in Canada, and this education gap contributes to a severe labour market
outcomes gap. While British Columbia performs better than averabes irespect, the
outcomes gaps for Aboriginals in the province are still unacceptably large. Hard work by
Aboriginal students and the many people that support them is paying off. However, from
an outside perspective, what is still missing is ongoing, stargj rigorous analysis to
identify what is helping Aboriginal students improve their education outcomes in
successful districts and what barriers remain in other districts.

o Foroff-reserve schooJsvesuggest a new, independent group be
established torpvide this missing research and communicate the results.
Funding could be provided by one or any combination of: a leading
Aboriginal organization or a collection of individual First Nations, the BC
Government anéboriginal Affairs and Northern DevelopmeCanada
(AANDC). Financial support from all involved would be ideal but this
group could be established by any one organization. The work of a small
professional staff would be directed by an independent, volunteer board
chosen by the funding organizatand drawn from those involved in
Aboriginal education.

0 As outlined in more detail by others, we suggest federal funding for
Community Education Authorities (CEAS) be structured so as to provide
a strong incentive for bands to establish reasonably GiEgfesfor on-
reserve schooldVe agree with Richards and Scott (2009) that the federal
government should provide pstudent funding increases of at least 25
percent to schools that organize under school authorities of at least 12
schools. Of course, anych inducement would have to be negotiated by
the federal government and the representatives of British Columbia First
Nations.

Research suggests a marginal increase in the population with higher education has
a | arger effect o mducivitggrowth the cjofestheteapnomyistd act or
the world technology frontier. As Canada is very close to this frontier returns to higher
education in Canada remain high. Although British Columbia is above the Canadian
average in terms of the proportiontbé population having attained a graduate degree,
investment in increasing that proportion would likely yield significant economic benefits
for the province. To that end we suggest that:



e Funding at British Columbian universities should be reallocatpdoimote
greater enrolments in graduate programs. A reasonable policy goal for BC is to
reach 4.0 percent of the population agec22®y 2020. Achieving this would
require growth at twice the pace seen in BC between 2000 and 2008.

e The government and unikggties develop a comprehensive graduate student
fellowship program, similar to those available in Quebec and Ontario. This can
help attract more international students, encourage British Columbian students to
pursue graduate studies, and increase thaneseh out put of Briti sh
universities.

High school norcompleters face significant economic challenges and contribute
less to the economy on average than they would if they had completed high school.
According to Labour Force data, over halfloddse who do not complete theirlR
education in six years from the grade eight starting point either get a certificate through
their own effort, take a little longer to complete in the public system or find another path
to completion. This still leaveslarge number of young people with poor employment
prospects, therefore:

¢ We suggest the province develop a new indicator which can, to the extent
possible, track al/l paths to completion.
indicator will be a significanchallenge but it is necessary if BC is to realize the
goal of being the besiducated, most literate place in North America. Without
such a measure we cannot identify groups of people with unmet needs and
develop programs to fill these needs. Simply lngkor improvements in the
six-year completion rate is likely to lead to wasted resources and missed
opportunities.

e Policymakers aspire to continuously increase the overall completion rate; that is,
to set a target dreput rate of zero percent. Thiswod obvi ously be a 6
target, 6 since it is unrealistic to suppc
reductions would surely become uneconomical beyond some high completion
rate). However, the goal of 100 percent completion would help ensutbdkat
students who still cannot graduate are identified and offered assistance
appropriate to their needs and circumstances.

Further, to focus on dreputs we suggest the provincial government:

e Invest in the production of better information aboutgbesonal and family
characteristics of high school dropts in British Columbia, as well as evidence
on the schoeland districtlevel factors associated with neompletion. A study
modeled after Government of Alberta (2009) would be a good starting poin
Such information could be used in conjunction with FSA scores to identify
potential dropouts at a young age and to further develop and refine programs to
help them graduate.
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e Report ratios of performing and underperforming studeytidirict and,
provide a provincial summary for those who are underperforming showing: the
grade in which performance issues were identified; what interventions have been

tried; and, whether or not the person is still in school.
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Human Capital and Productivity in British Columbia 1

|. Introduction

Il n 2007, the BC Progress Board identified
growth as a major concern for both the public and private sectors. The Board commissioned the
Centre forthe Study of Living Standards (CSLS) to write a report on productivity drivers in
British Columbia and to suggest strategic areas for improvement (Sharpe and Arsenault, 2008).
The report identified five areas for improvemeantiestment, educatigmnovaton, resource
reallocation, and trade and migratidime CSLSsubsequentlproduced a report on investment
in British Columbia (Sharpe, Arsenault and Harrison, 2009). The present report examines a
second strategiarea: education, druman capital.

In mog respects, British Columbia performing extremely well in human capital
devel opment. The provinceds performance i s a
indicators we have analyzed. Relative to both the rest of Canada and other OECD countries,
British Columbia is a leader in human capital development. However, there is room for
improvement. We have identified four key areas in which improvements would be likely to
contribute to productivity growth in British Columbia: the underutilization ofstiks of recent
immigrants; the poor educational outcomes of Aboriginal people; the f@lemge production
of advanced human capital through graduate training; and the problem of high school non
completion.

Because the topic of human capital is vastpmprehensive description and assessment
of human capital development in British Columbia would necessitate a lengthy and dense
report? In order to avoid this, we have opted to focus on the four key areas for improvement.
Other aspects of human capitigivelopment receive less detailed treatment in the main text of
the report; since British Columbdoes well in those areas, there is no need to discuss them at
length. That said, we do provide a lengthy set of appendices in which interested readeds can f
more detailed information on a variety of aspects of human capital development in British
Columbia.

The body of the report contaissvensectionsancluding this introduction. In Section Il,
we discuss how human capital is measured and what is kaloowr its effects on productivity
and other economic outcom&sction Ill contains an overview of human capital infrastructure
in British Columbia, while Section |V presen
development outcomes. In Section \& discuss two populations with unique human capital

! The authors would like to thank Jdemesof the BC Progress Board, Craig Riddell of the University of British Columbia, and

John Richards of Simon Fraser Univerday useful comments on earlier drafts of this report. The report has also benefited from
consultations with key stakeholders in #uication area in British Columbia. The insights garnered from these interviews have
enriched the report. A list dfie persons consulted isAppendix6.

2The Business Council of @utiltocsckh ZTO2W:mb$ ladmturainelodess@ergs ofF ean o
lengthy reports on human capital and related issues. The project web page is

http://www.bcbc.com/Events_Descriptions/2020.asp
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challenges: recent immigrants and Aboriginal people. In Section VI, we provide policy
recommendationeelevant to each of the four areas for improvement. Section VII concludes.

Il. Human Capital: Defin ition, Measurement, and Impact

This report defines humamjgital asthe stock ofknowledge, skills, and abilities
embodied inndividuals that determirsgheir level of productivityln principle it includes both
innate abilities and skills acquired through education and experience. The report focuses on
acquirable skills, since they are amenable to policy intervention.

Human capital is not directly measurable, so one must use proxies to quamtigy it.
most common proxies for human capital are measures of educational attainment. Such measures
include the highedevel of educatiombtained and the number of years ofaing. It is
assumed that the more formal education a person experiences, the more human capital he or she
will accumulate.

On a macro level, itialsocommort 0 measur e t haacapitaloythenated s h
of enrdment in elementary and secondachgolsandin postsecondary institutiondt is
assumed that high enrolment rates in education and training institutions indicate that more people
are accumulating human capital and that the workforce, as a whole, is becoming more
productive. Indeed, cotmes with high enrollment rates in education and training institutions
tend to enjoy highgproductivity, highetiving standard, and faster economic growth (Mankiw
et al, 1992).

As proxies fothuman capitalmeasures of educational attainmentrarewithout flaws.
Neither the number of years of schooling nor the higleest of educatiormbtainedprovides
information about the quality of the education received by an individual. This particular aspect of
human capital measurement is being dealt (atheast for young adults) by directly testing their
competency levels in such key subjectseasling, problem solving, mathematics, and science
The OECD has created the International Adult Literacy Survey (IALS) and the Program for
International Studd@rAssessment (PISA) for this purpose.

Until recently, there was a lingering debate in economics concerning what form of human
capital was captured by these proxies. Did educational attainment measure acquired skills or
innate abilities? The signaling (screening) theory suggested that educational attainment might
simply be a signal that individuals use to inform employers about their innate abilities, and that
educational attainment may not directly i mpr

Recent evidence, however, suggests that education does in fact increase productivity by
i mprovi ng i n dhereisdsirang and welstiablishdd paositive relationship
between educational attainment and labour earnings, which reflect produ&iditiell 20072a)
A simple correlation does not rule out the possibility that education captures the impact of an

3 A set of tables containing the data underlying the analysis in this report can be accessed online at
http://www.csls.calreports/BCHC_Tables.p@ihey can also be accessed at the web site of the®feeBs Board. These tables
are referenced throughout the report.
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unobserved omitted variable, such as innate ability, but a large number of studies have used
o6natur al experi ment s dThesestudids providerstranqevidench tha p r o
policy interventions that raised the educational attainment of certain groups in the past had large
positive effects on the subsequent lifetime earnings of those individuals.

Thisrecentbody of research givasse to two key conclusions. First, rates of return to
investments in education are higland possibly higher thamhat was implied by earlier
researchSecond, policy interventions that result in additional schooling being acquired by
individuals from dsadvantaged backgrounds, or those who face other barriers toracqu
human capital, may yielsubstantial returns in the form of enhanced productivity, in addition to
contributing to equy objectives (Riddell, 2007a

Chartl illustrates the strong positive relationship between educational attainment and
employment earnings in British Columbkmong persons whworked mostly fultimein 2006
and who did not hava high school certificate, average employment income 28$%7 High
school graduatioraised annual earnings byer$6,000 to 86,006 At the other end of the
spectrum, @erage earnings amomgll-t i me wor ker s with awemaster 0s
$64018 and $77,983espectivelySince wages reflect productivity, these data illustrate the
importance of education for productivity in British Columbia.

The educatiorearnings relationship is even stronger when the total population aged 15
and above is awsideredrather than just those who worked ftithe. This is attributable to the
high unemployment rates and low employment rates among those with the least edseation
Appendix 1)

Chart 1: Average Employment Income byEducational Attainment and Employment
Status, Persons 15+, British Columbia, 2@
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SourceStatistics Canada, Census 20(

4 A natural experiment exploits variation in educational attainment that is caused by some force unrefzesbtd mdividual
characteristics. For example, interprovincial differerinempulsory schooling laws (i.e. the age at which one can drop out of
high school) can affect educational attainment but)Thiy e not
allows for the use of statistical techniques thatisure the impact of educational attainment without being biased by the
unobservable individual characteristics.



lll. Human Capital Infrastructure in British Columbia

Human capital infrastructure refers to the policy and physical apparatuses that underlie
the production of human pdal in the province. This includes the physical capacity of the
education system as well as the policies supporting education in the province. We also examine
enrol ments, which measure the degree to whic

A. Investment and Capital Stock in Educational Services

A major component of human capital infrastructure is the physical infrastructure used in
human capital formation. For Canada and the provinces, Statistics Canada provides measures of
physical capital imestment and the capital stock in the educational services industry. Physical
capital in educational services includes the actual structures in which the services are delivered
elementary and secondary school buildings, university and college buildimtysp oni as well
as any machines, equipment, and software used in the delivery of the sefWigesmeasures
of the capital stock give an indication of the total physical capacity of the educational services
industry, while measures of investmentioade the degree to which interested stakeholders
(mainly governments) are investing in expanding that capacity.

British Columbiads investment performance
better than the Canad@de averag®ver the 199€2010period, in terms of both real investment
per person aged-Z4 and educational services investment as a share oétotabmyinvestment
(Chart2). In 201Q educational investment per person aged

Chart 2: Investment in the Educational Services Industry, British Columbia and Canada,
19962010
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5-24 was$1,013in British Columbia, versus®7in Canada. The educational services industry
accounted fp3.95 percentof total investment in British Columbia, compared t623ercentn
Canada.

As a result of i1its strong investment perf
stock per person aged2d has consistently been above average. Singg, i®e value of the
capital stock in educational services, per person ag bas been greater in British Columbia
than in Canada as a whole (Table 5b). The real capital stock incB82peércentper year in
British Columbia over 1992010 compared t@.23percentper year in Canada.

B. Government Expenditure on Education

Public expenditure on education is another indicator of the educational resources being
provided to students. In pstudentterm®r i t i sh Col umb ioaédscatipruid | i ¢ ¢
above averagat the elementary and secondary levels and at thesposhdary level. Per
student spending iB008in public elementary and secondary schools W#s363in British
Columbia (in2002constant dollars), ahead of the Canadigerage ($0,179 andthird highest
among the provincgg able 1® andChart3). Attheposts econdary | evel , Bri
public spending wasi®,610in 2006(in current dollars) above the national average o8$352
per student, but behind six provinces (Tal3é).

British Columbia committe®.2 percentof GDP to education i2009 justabovethe
Canadian average 6fOpercent(Chart3).Br i t i sh Col umbi ads rati o w;:
2009.These figures include all spending on primary, secondary ang@oshdary education.
British Col umbiing assa share of GRR whfth towest@mamglthe ten
provinces.

Chart 3: Government Spendingon Education, British Columbia and Canada

Perstudent spending, public Total educational spending (at all
elementary and secondary schools levels) as a share of Nominal GDF
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The fact that British Columbia achieves hlblic schooperstudent educational
spendingeven when its spending relative to GDRissiallybelow averagemayreflect the large



proportion of British Columbia students who attend independent schools. We do not have
independent schooling data that are comparabtsaprovinces, but our correspondence with
stakeholders suggests that independent school students make up an above average share of all
primary and secondary school students in British Colun@igen that perstudent spending in

public schools is well alve average, the relatively low share of GDP going to educatiost &
probl em. The pr ovi n-supported s publc fuddinggy st em i s wel

C. Elementary and Secondary School Enrolments

The number of student s e relaneldtaeydndisatondaryi t i s
schools decreased from 607,644 in 19956@6,048in 2008 (Table 7a)’ This downward trend in
enrolments is not specific to British Columbianrolments declined in every province except
Alberta over the 1992008 period. The erolment declines correspdrto declines in the scheol
agepopulation (that is, the population aged ®). Chart4 illustrates this correspondence.

Chart 4: Growth of Public School Enrolments and the Population Aged47, Canada and
the Provinces,percent, 19962008

1o . Public School Enrolment: Population Aged 517
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Source: Table 7¢ Source: Table 1t

In British Columbia, public school enrolments declinedbt8bpercentover the 1996
2008period while the schoeadge population fell by onlg.62percent The difference is almost
entirely accounted for by the increase in independent school enrolments over the period.
According to data from the Federation of Independent School Associations (FISA), independent

'n this subsection, years refer to the years in whoblch acac
year, which began in September 20@hrolmentsare counted in September of the school year or as soon as possible thereafter.
These figures account for students enrolled in public schools operated by school boards or the provincial governmegt, includi
publicly-funded schools, provincial reform schools, and public adult high schools. Also included are individuals who are

recognized as students and funded by the provincial government, such as adults completing an unfinished high school program o

a General Educathal Development (GED) program. Thus, the numbers do not capture only elementary and high school

students. Note also that the numbexsludeprivate school students, correspondence school students, and students in federally

funded schools (e.g. schooladinced by the DepartmentAiboriginal Affairs and Northern Development Canp&ee the

appendix in Statistics Canada (2009) for more information.



schoolenrolments in British Columbia increas28l.4percentfrom 55,866 in 1996 t68,919in

20 (Table® . Using FI SAO6s number s-age poputabtombtatan at i or
from Statistics Canada, a crude @®20@Bis@®ate of
percent Although this is down slightly from an estimated J@dcenin 1996, it is still

essentially the total scheabe population.

D. PostSecondary Enrolments

Briti sh @odrsityoraergradlisate enrolments as a proportion of the population
aged 189 were below the Canadian averagél 2008, when a number of colleges became
universitiegTable9aandChart5) . However, Br it ivadlargélpdffsetrb i a 6 s
the 1990s and more than offset in the 20008sbgbove average college enrolment (aiable
10b) The combined undergraduated otheand college enrolment rate 2008 was29.0
percenin British Columbiagslightly abovethe Canadian average 28.2percent British
Columbia has a wellleveloped collegé&o-university transfer program, which allows students to
transfer to an undergraduate program after beginning theispastdary education in a college
(Gaber , 20 05)historicallyéow pniversityiundergradlisate enrolment ratas
nevera cause for concern.

Chart 5: Enrolments in Undergraduate and College Programs as a Proportion of th
Population Aged 1829, British Columbia and Canada,Percent
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Chart 6: Graduate Enrolments as a Proportion of the Population Aged 129, British
Columbia and Canada,Percent 19922007
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One area that the data reveal as a potential area for improvement is glexklate
university enrolment, which focuses on students who continue their education beyond the
bachelorlevelBr i t i s h Col ulevel univérsty egrolraethituatetisdeldie
Canadian average. B008 the proportion of the population aged28enrolled in graduate
studies was 2.percentin British Columbia, compared to 3pkrcentn Canada (Table 9b and
Chart6). The gap persisted at about half a percentage fwoughout the 1992008period.

Unlike low undergraduate enrolmentow graduate school enrolments cannobfisetby high
college enrolmentssiven the importance of advanced human capital as a driver of innovation,
increasing the graduate enrolment iat@ worthwhile policy goal. We discuss this further in
Section VI below.

The enrolment rate in registered apprenticeship training was lieédo@anadian average
between 1992 and 2006, but surpassed it in 20008 7.4 percentof the population aged 18
29 was enrolled in apprenticeship training in British Columbia, vetdysercentin Canada
(Table 11b).

E. Supportive Elements

In addition to primary, secondary and pasicondary schools, British Columbia has a
variety of programs designed to support human capital development in targeted population
groups. These include early childhood education (ECE), adult education, and Englstcaad
language (ESL) training.

I. Early Childhood Education

The major ECE program in British Columbia is StrongStart BC. The provincial
government has established StrongStart early learning centres in schools across British



Columbia.As of April 14" 2011, therewere 310centres operating in British ColumbiZhe

centres provide spaces for parents (or caregivers) and children from birth to five years of age to
participate in learning activities together under the guidance of licensed early otildho
educators.

It is too early for StrongStart to have h
attainment | evels or | abour mar ket outcomes,
impacts. Two studies have evaluated Strong®tsed on the views of participating parents and
caregivers (Human Early Learning Partnership, 2008; 2009). Both stadrefthat the program
was very highly valued by participants. Parents were able to identify positive learning outcomes
in their childen as well as changes in their home activities with the children. Parents in rural
areas were particularly enthusiastic about the program.

For a comprehensive overview of British C
see Kershawet al.(2009).

il . Adult Education

Within its Adult Opportunities Action Plan, the GovernmenBatish Columbia has
developedrograms to meet the needs of adults who are not ready to enter directly into an
academic or career program at the festondary levelThe Adut Basic EducatiofABE)
programsprovide tuitionfree courses for adults who did not finish high school or who wish to
takeadditional courses to improve their skillhe Adult Special Education (ASE) programs
were created to help persons with permades#bilities succeed in their efforts to obtain post
secondary educatioStudents admitted @public postsecondaryprogram have access to
special arrangements such as fateers, readers, interpreters, separate locations and extra time
for exams, paiikg, etc. They also have access to special equipment such as audio books, large
print books, computers with screen readers, etc.

Since the early 1990s, there have been several surveys designed to obtain information on
the outcomes of ABE students. The latest of these surveys fourtBiBattudentsvho
completed the program were much more likely to pursue higher levels of edugeatitmn
employment, no clear positive outcomes were found for those students who took ABE
fundamental courses.

So far, apparently, there has not been a systematic attempt to quantify the effectiveness of
the ASE programs.

iil. English as a Second Language
The English as a Second Language programs are directed to new immigrants or refugees

in British Columbia whose first language is not English. These programs deliver English lessons
at the basic, intermediate, and advanced levelsin ordertoeaseamewcs 6 t r ansi t i on

5 A list of the centres is available at: http://www.bced.gov.bc.ca/early_learning/pdfs/strong_start_contacts.pdf.
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British Columbiaand to help them obtain employmenhe Government of British Columbia
reports that in 2008/09, 35 programs were delivered in 42 locations across British Columbia.

There have been several attempts to measareftbctiveness of the ESL programs. Data
collection on the outcomes of ESL students goes as far back as 1996. The latest survey, that of
2010, coveredormer domestic ESL students who studied at the intermediate or higher level
between the beginning dtiy 2006 and the end alune20®. The interviews were conducted
betweenJanuaryandMarch 2010, approximatelysix to 42 months after the respondents
completed their formal ESL training. The survey found that ESL students were mostly females
with a mediarage of 34 The majority of them are well educated recent immigrants €boma,

Iran and IndiaTheir main reasons for enrolling in ESL training wererpare for further study
improve their ability to use English in daily lifapdto improve their empyment situation

Overall, most respondents agree that the program helped improve their English skills in all four
areas (reading, writing, speaking, and listening).

V. Human Capital Outcomes in British Columbia

In this section, we assess British@Gohbi ads human capital out c
province to other Canadian and international jurisdictions across a number of human capital
indicators: educational attainment, literacy, and student performance on standardized tests. We
place particular enfasis on high school nesompletion, given its importance as a determinant
of labour force participation and productivity.

A. Educational Attainment

I. High School

British Columbia is above the Canadian average in high school completRoil@1.1
percentbof the population aged 254 had at least a high school certificate (Tdl@b). The
Canadian average w88.4percentand no province had a higher rate of high school completion
than British Columbia. Among OECD countries, only the Czech Rap(dil91percen}t had a
high school completion ratégherthan British Columbia i2008(Statistics Canad2010.

Given the importance of high school completion, the high schootalribpate is a
particularly important statistiStatistics Canadaefinesthe high schoodrop-out rate as the
share of the populaticaged20 to 24 with no high schooldiplomaand not attending school.
Under this definition, the high school dropt rate in British Columbia was2 percentover the
20072010period (Tale 290). This was below the Canadian average evoprate 0.9 percent
and lowest among the provinggshart7). According to OECD data reported by de Broucker
(206) , Br i t i s hpeCentirapoub rata i 2002005%was lower than that efrery
OECD country other than Norway (4pércentn 2003), the Slovak Republic (5a&rcentn
2002), and the Czech Republic (p&rcenin 2002).
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Chart 7: High School Drop-Out Rate, Canada and the Provinces, 1990993 and 20@-2010
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Al t hough Br it i-sutrat€islbwrehbiie o &anadd and @ther countries,
it remains a key area for policy interventio
reductions in noitompletion would likely produce substantial betseboth for the non
completers themselves and for society as a whole becausesabgtantiareturn to high school
completion (Riddell, 2007a). It is therefore worth examining the issue more closely.

Summary Tabld provides data on high school roampleters in British Columbia by
demographic characteristics, based on thé ZEhsus(Note that a person is counted as a-non
completer only if they have not completed high sclww@ny postsecondary schoolingThe
overall noncompletion rate among 2% year olds is 12.Bercent The rate is slightly higher
among males than among feemlThe noncompletion rate is particularly high among
Aboriginal people (aR9.6percenf and in rural areas (a6.3percen}. It is particularly low
among recent immigrants (&9 percen}, which reflects the screening of immigrants according
to educabnal attainment. The outcomes of Aboriginals and recent immigrants are discussed in
more depth in Section V below.

Unfortunately, theCensuglata does not allow one to identify the fantharacteristicef
noncompleters, althougit is known that ranyhigh school droputs come from singlparent
householdsvith low socieconomic backgroundRaganiet al. (2008) find that strong risk
factors associated with high school raympletion include having a mother who did not finish
high school, being from singleparent family from early childhood, and having failed a grade in
primary school. Students who experienced al/l
guaranteedo to drop out. Engaging in pefid wo
nontcompletion (Parent, 2006).
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Summary Table 1. Characteristics of High School NorCompleters in British Columbia,
Population Aged 2564, 2006

Percentage of Percentage of Nen Incidence dbnon
Total Population  completers completion
. _______________________________________________________________________________________________________ |

Total 100 100 12.3
Gender
Females 51.4 48.0 115
Males 48.6 52.0 13.2
Immigration Status
:/rgarlrllsgrated within the last 5 45 36 99
Immigrated 510 years ago 4.7 4.0 10.8
Immigrated 1620 years ago 7.7 9.2 14.9
Canadian boror immigrated
over 20 years ago 9 83.2 83.2 12.5
Minority Status
Visible Minority 23.9 26.2 13.5
Not a Visible Minority 76.1 73.8 12.0
Aboriginal
Aboriginal Identity 4.2 10.0 29.6
Non-Aboriginal 95.8 90.0 11.6
Location
Vancouver 52.8 44.2 10.3
Victoria 8.0 5.2 8.0
Non-CMA 31.8 42.0 16.3

Note: Noncompleters include only those who have neither dsigiool nor any postecondary education.
Source: Statistics Canada Census 2006, public use-détadile

The Government of Alberta (2009) conducted a longitudinal study of Albertan students
who entered Grade 3 in 1995 and entered Grade 10 in 2002. The results identify several factors
that affect the probability of high school completion within three yeaestafring Grade 10. The
completion probability is lower among students with higbility (i.e. students who attended
multiple schools throughout their educational career), as well as in schools in large jurisdictions,
schools with a high proportion of lofmarent families, and schools in close proximity to colleges
or economically expanding regions (i.e. the oil sands). Factors that increase the probabiity of on
time completion include academic achievement, family ing@meé maternal education.

These findings suggest that the decision to drop out of high school reflects both a lack of
engagement with school and the availability of attractive outside options for students. The
findings are likely to be relevant to the British Columbia context. Acogrth the 206 Census,
for example 3.6 percentof the populationaged18-64 had not completed high schdmit
nevertheleskad a trades or college certificatde option of leaving high school in favoolr
college may be related to the Alberta finding that proximity to a college increases the non
completion probabilityperhaps the option is more salient to people who live close to colleges
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High school completion in British Columbia is also predicteétgdemic achievement earlier in

the school career, as measured by scores on the Foundation Skills Assessment (FSA) test in
Grade 4 and Grade 3ummary Tabl@ showsthe sixyear high school completion rates for

students at different levels of FSA achievement in the reading comprehension domain of the test.
Students who exceeded expectations on the FSA went on to achigeaisgraduation rates of

99 or 100percentwhile completion rates were around @€rcentor those classified as meeting
expectations. Completion rate®re much lower among students who didmett expectations,

and sometimes below F&rcentfor those whose performance level was unknown (ees@s

who did not answer amyuestions).

It is important to identify potential dreputs early in their school careeesdFSA scores
area powerfultool that can be used to do thidnce potential droputs are identified,
interventions must be desigd to help those students meet educational expectdons.
evidence on the demographic and family characteristics ofalrtspwould be desirable, as
would more information on the scheaind districtlevel

Summary Table 2: Six-Year High School Completion Rates by Reading Comprehension
FSA Score, British Columbia, 19992009
Six-Year High School Completion Rate

Grade 4 FSA Grade 7 FSA
Year FSA was Taken 1999/00 2000/01 | 1999/00 2000/01 2001/02 2002/03 2003/04
Six-Year Completion Rate Year 2008/09 2009/10 | 2005/06 2006/07 2007/08 2008/09 2009/10

FSA Reading Attainment Level

Performance level unknown 56 60 59 57 55 47 46
Does not meet expectations 68 71 66 71 68 70 69
Meets expectations 89 91 89 91 90 90 90
Exceeds expectations 99 100 99 100 100 100 100
Notes:

1. The sixyear completion rate is the proportion of students who complete high school within six years, starting from their
year. Thus, rates can be computed nine yearsthédeSA for students tested in Grade 4, and six years after the FSA for stud
tested in Grade 7.

2. The 'Performance level unknown' category contains students who did not answer any questions on the reading section
FSA.

3. Completion rates are adjusted for outmigration.

Source: British Columbia Ministry of Education.

characteristicassociated with nenompletion. Such information would help educators craft
policies that meet the needs of eachislt student. The British Columbia government has a role
to play in collecting this information and making it publically available. Jushpsrtantly, the
provincial government should conduct thorough and-detligned evaluations of any policies
that are implemented with the aim of preventing high schocicoompletion.

A final note: policymakers and researchers should study the goBhitgh school
equivalency programs (i.e. the GED) as substitutes for a high school diploma. High school
equivalency credentials are grouped with high school diplomas in Canadian statistics. There is
evidence from the United States suggesting that peatieG&£Ds perform no better in the
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labour market than high school dropts without GEDs (Heckman and LaFontaine, 2008). Is
this true in British Columbia? If so, then the rmompletion problem may be much larger than it
seems.

li. Post-secondary

In 201Q 60.7percentof the population aged 25 to 64British Columbia had a post
secondary degree, certificate, or diplofhable 13b) This was slightly below the Canadian
average 062.5percentand fifthamong the provinces (behind Quep@atario, Nova Satia and
Alberta). ’ This includes all credentials attained through colleges, trade schools and
apprenticeships, and universities.

For a modern economy like Canadasase can be made tifa¢ most important indicator
of the quality of the labour force is the proportion of the population with a university degree.
This is because economic progress in advanced economies depends on research and innovation,
which are fostered by higlevel humarcapital #andenbusschet al.,2006) In 201Q 28.0
percen®of the population aged 25 to &4British Columbia had a university degree (Table 14b).
This was above the national averag@®#percent Among OECD countries, only five
performed as well asr better tharBritish Columbia in university degree attainmeotland (26
percen}, Denmark (26percen}, the Netherlands (2%rcen}, the United &tes (31percen}, and
Norway (32perceny.

In 201Q 9.1 percentf British Columbiansged 25 to 6sad a graduate degréBable
15b) This was above the Canadian average ®percent and ahead of every province but
Ontario. The combination of a high graduate attainment rate and a low graduate enrolment rate
(illustrated inChart6) is explained by the fathat British Columbia attracts wediducated
people from outside the provin€eurpin and Sager, 2009)

B. Scores on Skills Assessment Tests

Academic creddrals do not necessarily imply that a person possesses skills and
competencies that can be put to use in the labour m&&etkowskaet al, 2008. Results from
literacytestsand skillsassessmengsr ovi de direct measur esklls.of pe

I. Literacy

The 2003 International Adult Literacy and Skills Survey (IALSS) measures competencies
across Canada in four domains: prose and document literacy, numeracy, and problerfi solving.
The IALSS defines five competency levels and considevel 3 (scores between 276 and 325)
to be the minimum desirable level of literatty British Columbia, the percentage of the
population aged 16 and ouwliat metthe desired literacy thresholechs 60percentin prose and

" Our data areotdisaggregated enough to allow ateimational compar@.Our d e f i n i-secbnolargenificatefi p o s t

degree, or diplomao i s-sevandatyndhreaad earr yt ream ctalt a to ndf ffopodt i n t
Classification of Education (ISED). However, according to Statistics Canada, 12 percent of Canadian residerambéd\ee att
fi p esecondarynot erti aryo education. This is the highest among OEC

ahead of Iceland, Ireland, and N&ealand (tied for second place at 11 percent).
8 SeeStatistics Canad@003) for a precise definition of each of these domains.
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documentiteracyand 51percentin numeracy(Table 16 andChart8). Together with Alberta and
Saskatchewan, British Gonbiaranked first among the provinces according to these literacy
indicators Thecorresponding national averages werg8g&entn prose, 5Jpercentn
documentiteracy, and 45percentin numeracyAccording to the IALSS He literacy level of the
adult population of British Columbia is higher than that of the adult populatithve dfest
performing countries in the world, including Norway and the United S{Stasistics Canada,
2003)

Chart 8: Percentage of the Population Aged 16 and Over with IALSS Literacy Scores of
Level 3 or Above, Canada and the Provincegercent, 2003
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ii. Student Performance
a. Program for International Student Assessment

The OECDhasdeveloped the Program for International Student Assessment (PISA), an
instrument that measur esthekeyardamistienae, rdading,\ade d g €
mathematicsln 2009 Br i t i s havefagelsecomadin saiénee, reading, and mattiesn
were535 525and 523, respectively (Table 18 addart9). The province was above the
national average in sciencg2@ and readingg24). Amongthe 75jurisdictions includegBritish
Columbia was bested I®even in reading arstience (Statistics Canada, 2007). In mathematics,
British Columbia waslightly below the Canadian average527 and was bettered by
15jurisdictions

The average scores$ 15-year oldBritish Columbia residents reading and mathematics
were lower in 200@&nd 200%han in 2000 and 2008ut only the declinen mathematics (from
538 in 2003 to 523 in 200éd 2009 was statistically significant. It is too early to know whether
or not these small declines are indicative of lveign trends, but they are potential warning
signs that are worth monitoring.
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Chart 9: Average Scores of Canadian ¥ ear-Old Students on the PISA Test by Subject
Area, Canada and tke Provinces, 209
550 +— | Science Reading m Mathematics

540

CA NL PE NS NB QC ON MB SK AB BC OEDC
Source: Table 1¢

b. Foundation Skills Assessment

In British Columbia, a standardized Foundation Skills Assessment (FSA) test is
administered annually to students in Grades 4 and 7 in public and provHficralisd
independent schools. The test pr@gdnformation about how well students in the province are
learning key skills in three areas: reading comprehension, writing)landracyln 2009 80
percentof Grade 4 students an@ percentof Grade 7 students met or exceeded expectations in
reading comprehensioart10). In that same year,

Chart 10: Proportion of Students Meeting or Exceeding Expectations in Reading and
Numeracy According to FSA Scores, British Columbia2000201G
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76 percent of Grade 4 students afffpercent of Grade 7 students met or exceeded expectations
in numeracy.

The FSA is administered only in British Columbia, so compasgswith other
jurisdictions arenot possible.The methodology for calculating the meaiceed ratio changed in
2007/08 so the two groups of years are not directly comparable.

V. Populations with Unique Human Capital Challenges

Within the generabopulation of Canada and British Columbia, there are subpopulations
that differ significantly from the overall populations in terms of educational outcomes and
human capital development. Two particularly important groups in this regard are recent
immigrans and Aboriginals. During the consultative phase of this project, almost all persons
interviewed remarked on the importance of addressing the challenges faced by these two groups.
In this section, we address each in turn.

A. Human Capital among Recent Immigrants

Immigrants are crucial for the future growth of the labour force in Canada and British
Columbia, but their skills are being underutilized. Their human capital profile is paradoxical in
the sense that they have both higher educational attainneentasse labour market outcomes
than noAimmigrant Canadians. This is especially true of recent immigratiitsse who have
been in Canada fdewerthan five years. According to the 2006 Census, immigrants in British

Chart 11: Educational Attainment, Unemployment Rates and Median Employment Income
by Immigrant Status, British Columbia and Canada, 2006
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Source: Statistics Canada, 2006 Census.

Note: The Census provides educational attainment data for 2006, but median employment income data for 2005. The
years are close enough for the comparison to be meaningful. Employment income includes wages and salaries, net
income from a noffarm unincorporated business or professional practice, and net farrresgiloyment income.
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Columbia and Canada had higher rates of-pesbndary educational attainment than-non

immigrants but alsoigher unemployment rates and lower median employment incabimest(

11). Postsecondary educational attainment was 14.8 percentage points higher among recent
immigrarts than among neimmigrants in British Columbia (74.5 percent versus 59.7 percent),

but the recent immigrant unemployment rate was 4.8 percentage points higher than that of non

i mmi grants (10.6 percent versus 5Hialé&mployment ent )
incomes were 39.6 per cent below the-ramigrant level ($16,293 versus $26,974).

The outcomes gap between Aammigrants and recent immigrants holds at all education
levels and across a variety of outcome measures (unemploymentmgits/reent rates, labour
force participation rates, and median employment incomes). The size of the unemployment gap
increases with educational attainment, whiablies that the degree of skill underutilization is
greatest among those who have the mosffes British Columbid’

The literature on the integration of Canadian immigrants identifies several proximate
causes of the poor labour market performance of recent immigrants. Three factors are
particularly important. First, many immigrants lack Caaadvork experience and foreign
experience receives little to no value in Canada, relative to Canadian experience (Aydemir and
Skuterud, 2004; Oreopoulos, 2009). Second, |
integration into the Canadian labour ketr(Aydemir and Skuterud, 2004; Schaafsma and
Sweetman, 2001). Finally, Canadian employers and occupational regulators may not value
foreign education and credentials as highly as Canadian education and credentials (Ferrer and
Riddell, 2008). These aredlproblems most commonly cited by immigrants themselves (Owen
and Lowe, 2008). It is also important to note that the problems compound one another, and
immigrants typically face multiple barriers simultaneously. As such, it is difficult to identify any
onechallenge as being more important than others (Business Council of British Columbia

[ hereafter referred to as OBusiness Council 6
I n turn, these proximate causes of the un

number of underlyingssues. It may be that immigrants are in fact less skilled than comparable

domesticallyt r ai ned wor kers. Canadian employers an

foreign education and experience because that education and experience does not provide
immigrants with human capital that meets Canadian standards (Boniketnak&008). An
alternative explanation is that there are information problems and institutional deficiencies in the
Canadian labour market. It is possible that immigrants do have addéguaan capital, but

Canadian employers and regulatory bodies have insufficient information about it (e.g. they do
not know the quality of foreign educational institutions). The institutions surrounding the
immigration and occupational regulation systenay @il to ensure that this information is

available to employers and immigrants (Business Council, 2006b; 2007). Finally, it could be that
immigrants face discrimination by Canadian employers or professional regulatory bodies on the
basis of race, religm language, etc. (Oreopoulos, 2009; Henry and Ginzberg, 1985).

® These observations arise from a more detailed analysis of the Census data available in Appendix 4.
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Researchers have investigated each of these possibilities in the Canadian context, and
each appears to play a role in explaining the poor outcomes of recent immigrants (Appendix 4
providesa more detailed description of the relevantresearch) i t wer e t he <case
labour market underperformance were entirely driven by the low quality of human capital
acquired abroad, then there would be no underutilization problem (i.emignants perform
poorly because they are simply less skilled tharimonigrants, then we cannot say that their
skills are being underutilized). However, the evidence suggests that the other factors mentioned
above are important. We place particular emghas institutional deficiencies and language
barriers, since they are most amenable to policy intervention.

There is a lack of coherence between the immigration system and the system of labour
market regulation in Canada. Immigration is administerethéyederal government, while
professions are regulated by provincial governments or by occupational licensing bodies given
regulatory authority by the provinceghe federal Skilled Worker Program uses a 100 point scale
to select permanent residents labse their: education (up to 25 points), knowledge of English
and/or French (24 points), experience (21 points), age (10 points), arranged employment (10
points), and adaptability (10 points). Education points are awarded whether or not the
i mmi g r acatiorbasnd ceedentials are likely to be recognized by the provincial regulatory
body overseeing his or her intended profes&idnis the responsibility of the immigrant to
contact the regulatory body responsible for her intended occupation in her thfgndce of
residence in order to determine whether or not she is qualified to work in her profession in
Canadd! There is no formal federal or provincial body to carry out credential assessments, such
as they have in Australia and New Zealand (Busiteascil, 2007), and immigrants do not
have to undergoraassessment before migrati@mitish Columbia does have the independent
International Credential Evaluation Service, but employers and regulators ldvedb accept
its assessments.

Provinces e allowed to nominate a number of the immigrants that gain entry to Canada
through the federal Skilled Worker PrograBmitish Columbia operates a Provincial Nominee
Program(PNP)which allows skilled and/or experienced workers and experienced business
people and their familes a fastacked stream tBermanent Resident statédsrecent review of
the program found that "...the BC PNP is increasing the benefits of immigration to British
Columbia..." and that " .. .thealB©urmdkkettasd f ocus
economic development needs along with priorities clearly differentiates it from [other economic
integration] programs, and highlights its continuing relevaihhbe.skilled worker component of
the PNP has grown substantially sinceritseption in 2001 but is currently qagd at 3,500
nominations a year. Roughly eight percent of BC immigrants over the period 2006 through 2010
came in through BC6s PNP for workers. Anothe
at 36 percent, thafgest group went through the federal portion of the Skilled Worker Program.

10 Contrast this with New Zealand, which carries out a credential assessment early in thetiompgoaess and awards

immigration points on the basis of New Zealaglivalent educational attainment (Business Council, 2007).

11n Canada, there are more than 50 regulated professions governed by over 400 regulatory and licensing bodies (Becklumb and
Elgersma, 2008). Regulated professions constitute 15 to 20 percent of the Canadian labour force, but a much highepproportion
the intended professions of recent immigrants. In 2006, 41 percent of unkeghsitgted immigrants in Canada had studied in

fields that normally lead to employment in a regulated occupation (Zietsma, 2010).
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Given this lack of interjurisdictionaoordination, it is unlikely that the current
institutional arrangement succeeds in providing immigrants with the information and certainty
they require in order to achieve economic integration-pogtation.

Language barriers are another key fadByitish Columbia has language training
programs for immigrants, but not much is known about their effectiveness and it is not clear that
mar gi nal changes in | anguage training would
Englishskilsandd bour mar ket outcomes. The feder al S
assigns significant weight (24 out of 100 points) to language, but there is a strong emphasis on
bilingualism. Applicants can obtain up to 16 points for fluency in one official Egeg(typically
but not necessarily English), and an additional 8 points for fluency in the second official
language.

The focus on bilingualism may be misplaced. Oreopoulos (2009) finds that knowledge of
multiple languages (including English and Frencdy ho impact on the callback rate for
immigrant job applicants in Toronto (an ethnically diverse but predominantly E+sglestking
city, not unlike Vancouver). Knowledge of English is a significant determinant of immigrant
labour market outcomes in Canaddile knowledge of French is not (Schaafsma and
Sweetman, 2001). Given these findings, and given that the federal Skilled Worker Program does
not select immigrants for Quebec, it would be beneficial to reduce the emphasis on bilingualism
in skilled worke immigration.

A similar issue exists in terms of the allotment of points for work experience. Prospective
immigrants receive up to 21 points (out of 100) for work experience, whether it be Canadian or
foreign, plus up to five additional points if somietlee experience was acquired in Canada. This
means that over four fifths of the points for work experience may be awarded for foreign work
experience that will yield next to no returns in the Canadian labour market. Awarding points only
for Canadian expance would be too severe a restriction on the pool of potential immigrants
who could qualify to enter Canada, but it may be worthwhile to reduce the weight given to work
experience in favour of something (like language) more likely to have a positivetionpa
i mmi grantsd economic and social integration.

B. Human Capital among Aboriginal People

ltiswelkk nown that the educational outcomes o
poor relative to those of neAboriginal people. According to the @6 Census, 43.@ercentof
Aboriginal people 15 and over did not possess a high school diploma or an equivalent certificate;
among norAboriginals, this proportion was 23pkercent As a result of its poor level of
educational att ai m@pepuldtign is Cunerabld to joklesshdsw-indorge n
statusand economic deprivationSharpeet al.(2009) show that differences in educational
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Chart 12 Gap in High School Completion between Aboriginals and No#\boriginals by
Age Cohort, British Columbia and Canada, Percentage Points, 2006
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attainment account for approximately 30 percent of the annual earnings gap between Aboriginal
and norAboriginal Canadians.

British Columbiads per f oedocatiorciegood relativetos e s p €
the Canadian average. The gap between the high school completion rate®\bbrigmals and
off-reserve Aboriginals is similar in British Columbia and Canada, but substantially smaller (i.e.
by 2.6 percentage points) amohg 20624-yearold cohort Chart12). For onrreserveAboriginal
people, the outcomes gap-&wis nonAboriginals is larger in Canada than in British Columbia
for all age groups, especially the-28, 2534 and 3544 cohorts.

In terms of educational attainment among Aboriginal people aged 25 to 34, British
Columbia is above the Canadian average in high school completion rates (29.2 percent versus
26.2 percent in Canada) and in trades certificates (13.2 percent versus ldn8ipefanada).
However, the province is below average in attainment rates at the college level (21.4 percent
versus 21.8 percent) and the university level (7.5 percent versus 8.3 percent). Thus, British
Columbia performs well (relative to the Canadianrage) in Aboriginal high school education
and trades certification, but falls short in more advanced forms of edu€Edible 36)

In British Columbia and in Canada, young cohorts are attaining high school and post
secondary education at higher ratesitheevious generations among both Aboriginals and non
Aboriginals. This is a positive trend. However, educational attainment is increasing faster for
non-Aboriginals than for Aboriginals. Among neXboriginals, the rate of university degree
attainment is 1.8 percentage points higher among the€82%ohort than among the 4#us
cohort. Among Aboriginals, the gap is only 1.4 percentage points. The same trend holds at the
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college level. This implies that the pasicondary education gap between Aboriginats rzon
Aboriginals is increasing over time. The same trends hold for Canada as a whole (Table 36).

Improving the edaational outcomes of Aboriginal peokould be a top priority for
policymakers, both for equity reasons and because evidence suggastptbeed education
among people from disadvantaged backgrounds can yield substantial returns in the form of
enhanced productivity (Riddell, 2007a). While the education aksarve Aboriginapeopleis a
matter of federal jurisdictiorRichardset al.(2008) point out that five in six Aboriginal students
in British Columbiaattend provinciallyrun, offreserve schools. Thus, provincial policymakers
have significant power to influence Aboriginal education.

Off-Reserve Schools

Educationperformance amanAboriginal students is influenced by a variety of factors at
the individual, family, school, and school district lev&ghardset al. (2008)attempt to explain
differences between test results for Aboriginal and-Abariginal students using Foundatio
Skill Assessment (FSA) data for 366 schools over five school y@acgeconomic variables,
the peer effect and district effects were used to explain the gap between Aboriginal-and non
Aboriginal results. Socioeconomic variables included educaimpjoyment, income, mobility,
single parenthood and low income rate. Peer effects consider whether or not Aboriginal students
perform better in schools where naboriginal students perform well (positive effect) and
whether or not a higher proportion (arge group) of Aboriginal students encourages formation
of low academic expectations (negative effect). District effects assess the impact that school
districts have on the test results gap.

About onequarter of districts were found to have a statiiticagnificant impact on the
gap between Aboriginal and n@boriginal meetexceed ratios (MERS). An analysis using the
social, peer and district variables found that the Aboriginal MER would be:
A 17.7 percent higher i liedtAosedfor hodbomngmdls; s oci a |
A 47.5 percent higher if the negative peej
A 66.6 percent higher if all school di str|
samplewithout any changeis socialconditionor peer éfects

Social conditions are an important consideration but are not the focus of this report. The
Social Condition (BC Progress Board, 2006) makesmber of policy suggestions for BC.
Richardset al.caution that the measured peer effect may also @ptcioeconomic effects and
more recent research by Friesen and Krauth (2009) found that having a greater proportion of
Aboriginal peers, i f anythi ng, inBOnhe authoess Abor
suggest a possible explanation for the absef peer effects is the additional funding BC
provides for Aboriginal programs. Another consideration is that districts with large Aboriginal
populations are more likely to have more Aboriginal teachers and reséanek several reasons
why Aboriginalstudents may perform better with an Aboriginal tea¢bee Appendix 4.B).

Potential peer effects should be kept in mind when designing fmlicys their existence
and impact in BC are uncleand school district effects explain the largest portion of the gap
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these will be considered in more detdilichardset al.(2008) found thatelatively successful
districts shardéour key qualities.

First, Aboriginal education success is clearly a {argn priority as demonstrated by the
existence of a high ranking position to drive the monitoring and improvement of Aboriginal
programs and by programs focused on cmstiralawareness. Specifically, programs are
focused on relationship building betereAboriginas and norAboriginalsand educating the
entireschool community about Aboriginal culture.

Secong Aboriginal communities are involved in educational decisiaking in a
meaningful and welestablished wagnd Aboriginal leaders champion thenefits of education
and advocate changdore successful districts have a history of shared deemiking and
Aboriginal communities may have oversight of funding and program decisions.

Third, schools and districtsetermine their goals armmllect and use objective data on
Aboriginal performance in designing and evaluating their progrihmsstry tracked satistics
(Foundation Skills Assessment test results, successful transition to the nexpgraoheial
exam resultsand completion athgraduation ratgsre available by school district and have
seprateresults for Aboriginal studentslore successful districts use these and their own
additional measures to evaluate programs, celebrate successes and push for further improvement.

Fourth, policy plans are implemented. More successful districts are able to align the parties
involved, create innovative programs and implement them. The importance of-thstict
innovation and planning are consistent with findings from other jurisdictidaguire, 2003;
Togneri and Anderson, 2003).

Appendix Summaryables5 through8 in Appendix 4.Bpresent results for Aboriginal
and norAboriginal students in BGand fortwo high-performing and two lowperforming
districts identified in Richardet al (2008).These tables refleconsiderable variation in results
by district andshow thatwo of thehigh-performing districtsdentified in the studgenerally
perform well on a variety of indicators and two of tbe-performing districts continue to camn
in below averagen many measures

The Ministry of Educationds policies supp
Education Enhancement Agreements (and annual reports on them), providing extra funding for
Aboriginal programs and reporting f@mance data for Aboriginal students.

Recognition that #AéAboriginal |l earners ar
Columbiaodo |l ed to the creation of Aboriginal
1999. An AEEA brings together representatives from the school district, all Ibcailgial
communities and the Ministry of Education to
Agreements feature shared decisinaking and specific goals and highlight the importance of
academic performance and the integral nature of Aboriginal calhgdéanguages to Aboriginal

12 0One example of a British Columbia government program that has improved the performance of Aboriginal students is the
provinceds support f oprogérisringsthoots.Horarsevatuatisneottiasnndiatick; seel Bettiati 6
(2010).
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student development and success. As ofl264 of 60 school districts had fivgear agreements
in place.Sevenof these were on their second agreementlaredistricts were on their third.
Four of the other nine districtatl draft agreements and the other four were in the planning
stage Once this milestone is achieved the next challenge is to integrate the features of the
agreement into school and District plans.

Additional funding of $1,160 per student (ftilne equivéent) is provided for school
districts to develop and deliver Aboriginal education programs and seBittesh Columbi@ s
approach allows districts considerable flexibility in how they choose to spend this money.

Aboriginal st ud eimprevéwitboutthe suppersof teachers. n ot
Although the research noted above highlights the importance of Aboriginal educators, an
empathetic teacher with strong crasstural awareness coupled with wdiveloped skills and a
drive to make a difference &stremendous asset regardless of ethnicity.

British Columbia is already a national leader in terms of engaging Aboriginal
communities and parents and involving them in the education process (Richards and Scott,
2009). This is important for overcoming Abogi nal s cul tural disconn
created by residential schodEsxperience irBritish Columbia showthat positive resultare
possible wheindividual school districtare encouraged tindertake their own Aboriginal
education initiaties.

On-Reserve Schools

Aboriginal people living on reserves face additional institutional challengese<@nve
Aboriginal students typically attend small, bamuh schools that do not benefit from economies
of scale in administration and servig®vision. The lack of a true education system for on
reserve schools has been identified as a key institutional barrier to improved educational
outcomes for ommeserve Aboriginal students in Canada (Mendelson, 2008gBall 2004
Royal Commission oAboriginal Peoples, 1996). Mendelson (2008) and Richetrds (2008)
suggest that the establishment of Aboriginal school boards to bring a numbeestore
schools (i.e.at least 12) under the authority of a single administration would profeszmoali
reserve school administration and allow for greater accountability and efficiency in
administrative services such as curriculum design, human resources management, and special
education services.

British Columbia is further ahead than the othewnprees in this respect. Legislation has
already been passed at the federal and provincial levels (in 2006 and 2007, respectively) to
recognize British Columbia First Nationsod® | u
areable to form Commuty Education Authorities (CEAS) to administer-mserve schools.

CEAs are to be funded by the federal government (on terms that have yet to be negotiated), with
additional funding from the provincial government if students from outside the relevant First
Nations attend CEAun schoolsMendelsor(2008)makes a compelling argument that

devolution of Aboriginal education will remain incomplete until First Nations have the funds to
create the type of schosystenother British Columbians havedsince the 1950s.
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This framework is compatible with the type of Aboriginal school boards advocated by
Mendelson (2008) and Richaredsal. (2008), but there are potential pitfalls. The flexibility of
the existing framework allows for CEAs run by a sinfglest Nation and administering a single
school. This would not address the key aim of Aboriginal school boards, which is to exploit
economies of scale in school administration and to create Aboriginal edusatems

As outlined in more detail by othee we suggeseftieral funding for Gmmunity
EducationAuthorities (CEA) be structured so as to provide a strong incentive for bands to
establish reasonably large CEAe agree wittRichards and Scott (2009) that the federal
governmenshouldprovide perstudent funding increases of at least 25 percent to schools that
organize under school authorities of at least 12 schools. Of course, any such inducement would
have to be negotiated by the federal government and the representatives of British Columbia
First Nations.

VI. Policy Analysis and Recommendations

British Columbia isaleader in human capital developméhlits performance is above
average along almost every dimension. Nevertheless, there are areas in which further
improvements would be likely tgield significant social and economic gains. We have identified
four challenges: better utilization of the human capital of recent immigrants; better educational
outcomes for Aboriginals; greater production of advanced human capital through university
graduates, particularly at the postgraduate level; and the continued reduction of the high school
drop-out rate. We briefly discuss each in turn.

'8 51 AAOOOEI EUAOETT 1T &£ 2AAAT O )i i ECOAI
Recent immigrants are well educated relative to the gengpalation, but their labour

market outcomes aresygar. The wunderutilization of |1 mmigrar
missed opportunity for British Columbia.

As the Business Counci l (2007) pointesasout ,
aprecondi tion for migration, the greater is t@I
evaluated. 0 Currently, Canada formally empha

Existing policies in Canada admit immigrants on the bafsiiseir education and work

experience with no assessment of the degree to which that education and experience will be
valued in the labour market. Additionally, the onus is on the immigrants to find the relevant
professional regulatory bodies in orded&termine the acceptability of foreign credentials.
There is room for improvement in this policy framework. The following are worth exploring:

« Admission via the federal Skilled Worker Program should be more focused on what is
valued by Canadian employers. The program uses a 100 point scale to select permanent
residents based on: education (up to 25 points), knowledge of English and/or French (24

13 Appendix 5 contains a summary comparison of British Columbia and Canada across a humber of key human capital indicators.
British Columbiabds awmmeageconadkongyamondl bketpds
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points), experience (21 points), age (10 points), arranged employment (10 points), and
adaptability (10 points).

o Of the 24 points available for language skills, up to 16 are awarded for fluency in
one official language and up to eight are awarded fenfty in the other. The
program does not select immigrants for Quebec and research suggests knowledge
of English is a significant determinant of immigrant labour market outcomes in
Canada while knowledge of multiple languages is not. Some or all of the eigh
points available for an additional official language should be reallocated to the
first.

o Foreign work experience is of little to no value in the Canadian labour market yet
all 21 Aexperienceo0o points can be awar
an additional five points under the Hfa
experience. Points should be removed from the experience category and added to
the language category.

o Further, BC6s Provincial Nomi nethat Pr ogr
half of those entering BC as skilled workers come through the provincial system.

« The provincial government should establish a formal credential recognition framework;
create a single, recognized body to oversee assessments; and use its authtmigy over
provinceb6s occupational regul atory organiz
respected by employers. This may involve the construction of sgmeific databases of
international educational institutions, as recommended by the Bu§inassil (2006b). The

federal government should strongly encourage prospective immigrants to undergo an
assessment early in the immigration process.

BC Progress Board Indicators

Key indicators of progress i nardthegapst i | i za
between recent immigrants and riarmigrants in various labour market outconieshiefly the
employment rate, unemployment rate, and median labour earnings conditional on education
level. The closing of these gaps will indicate that progebging madeéSummary Tabl&
below presents employment and unemployment rates for recent immigrants and those born in
Canada for 2006 through 2Q

Employment rateare higher for those born in Canada relative to recent immigrants in all
available years and for every education level. Similarly, unemployment rates for those born in
Canada are lower than for recent immigrants for all possible comparisons.
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Summary Table 3: BC Employment and Unemployment Rates, aged 234

Employment to Population Unemployment to Population

2006 2007 2008 2009 2010 2006 2007 2008 2009 2010
All Education Levels
Recent Immigrants 73.1 73.9 73.5 76.5 73.3 3.9 4.9 4.8 5.9 7.2
Born in Canada 83.4 84.2 84.4 80.9 81.7 3.2 2.7 3.2 5.6 5.3
PostSecondary Certificate or Diploma
Recent Immigrants 72.8 74.9 74.3 80.7 73.8 n/a n/a 6.8 n/a n/a
Born in Canada 86.6 87.6 87.6 83.6 83.9 3.0 2.5 3.1 5.4 5.2
University Degree
Recent Immigrants 78.1 78.0 74.7 80.1 75.5 4.6 4.6 4.2 5.6 7.9
Born in Canada 88.3 89.7 89.6 88.1 89.5 2.9 1.9 2.2 3.5 3.1
Bachelor's Degree
Recent Immigrants 74.9 74.7 73.6 78.0 74.2 54 54 n/a 55 10.2
Born in Canada 87.5 88.8 88.9 87.6 88.7 3.1 1.9 2.3 3.7 3.5
Above Bachelor's Degree
Recent Immigrants 83.6 84.6 76.5 84.3 77.3 n/a n/a n/a n/a n/a
Born in Canada 90.4 92.0 91.1 89.2 91.6 2.4 n/a 2.0 3.2 2.3

Source: BC Progress Board; Statistics Canada

B. Aboriginal Education Gaps

The educational outcomes of Aboriginal people are very poor relative to those- of
Aboriginals in Canada, and this education gap contributes to a severe labour market outcomes
gap. While British Columbia performs better than average in this respect, the outcomes gaps for
Aboriginals in the province are still unacceptably large.

Theongoing effects of residential schools, manifested as decreased trust of government
and the school system and a break in the transfer of knowledge, of and pride in, Aboriginal
culture, will continue to be an impediment to success in Aboriginal educatitmeféoreseeable
future.The key challenges in Aboriginal education are to overcome cultural and socioeconomic
barriers to high educational achievement and to ensurprtraisingpractices in Aboriginal
education can be adopted wherever they are apatepr

Off-Reserve Schools

Research, analysis and consultations conducted for this report reitiferfogdings in
Richardset al.(2008)thatschool districilevel policiesi Aboriginal education seen as a priority
for all in the district Aboriginal mmmunitiesnvolvedin decisionmaking,use of objective data
for program development and tracking reswtsdsuccessfuimplementation of distrielevel
plansi have a substantial impaatn Abor i gi nal st u d.éurthes, Minigrg u c a t
of education policiesupportthese key components and many school districts have embraced
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some or all of themRecent data show that the Aboriginal completion rate improved by over 30
percent in the last ten years while the rate for all students grew bgrsenp.

Hard work by Aboriginal students and the many people that support them is paying off.
However, from an outside perspective, what is still missing is ongoing, consistent, rigorous
analysis to identify what is helping Aboriginal studengrove treir education outcomes
successful districtand what barriers remain in other districts.

We suggest a new, independent group be established to provide this missing research and
communicate the results. Funding could be provided by one or any combiofat#oleading
Aboriginal organization or a collection of individual First Nations, the BC Government and
Aboriginal Affairs and Northern Development Canada (AANDC). Financial support from all
involved would be ideal but this group could be establisheahlgyone organization. The work
of a small professional staff would be directed by an independent, volunteer board chosen by the
funding organizations and drawn from those involved in Aboriginal education.

Research and consultations conducted for thismpapldedseverapotentialresearch
topics

e Do districts go through similar phases on the path to success? For example, could
gettingAboriginal education recognized as a priority for the entire district be
viewed as an essential phase that all suagledistricts will go through?

e If there are recognizable phases on the path to Aboriginal education success what
indicators of progress are the most appropriate for each phase? For exainple,
reasonable to expect better FSA results@mdpletion ratefrom a district
withoutan Aboriginal Education Enhancement Agreement in ptarcghould
building consensus and getting the agreement in place be the measure of success
for that phase?

e |s there a set of indicators beyond those mandated by the Minigduohtion
which successful districtsse to measure performance and guide programs?

¢ What are the main differences in how Aboriginal and-Aboriginal students
move through BCO6s educ adperormancegapse m? T
present at Kindergarteand do they continue to grow throughoufLR? How do
Aboriginal and norAboriginal dropouts differ?

e What is the extent of Aboriginal participation in special programs (Learning
Centres for example)? Programs where Aboriginals represent a significant
propotion of the totakhould be reviewed to see if the program suits their
learning needs.

It is easy to findAboriginalspecificpolicies that mke sense and seem to be working.
However, administrators in other districts neeodre detailed background infoation
[socioeconomic conditiongboriginal (orr and offreserve andlétis) composition and why
the proponents feel this is working wesbthey can determinleow appropriate the policy is for
them.
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On-Reserve Schools

On-reserve Aboriginal students typically attend small, bamdschools that do not

benefit from economies of scale in administration and service provision. This institutional
challenge will require ongoing cooperation between Aboriginal communities arfiedéral and
provincial governments. In the short term, the key suggestion is the following:

Promote the establishment of Aboriginal school boards to administeiserve schools,

as recommended by Mendelson (20880 produce the maximum benefit from

economies of scale and the professionalization of administration, the boards should be
sufficiently large. As suggested by Richards and Scott (2009), the federal government
should provide pestudent funding increases of at least 25 percent to schobls tha
organize Community Education Authorities (CEAS) of at least 12 schools. Of course, any
such inducement would have to be negotiated by the federal government and the
representatives of British Columbia First Nations.

BC Progress Board Indicators

Key indicators of progress in Aboriginal educatitiat the BC Progress Board plans to track
gaps between Aboriginal and néworiginal educatiorand labour marketutcomesThe recent
addition of seHidentified Aboriginals to the Labour Force Survey preggrovincial level gaps
on education attainment, employment and unemployrsemumary Tabl& shows that

Aboriginal youth (aged 19 to 24) in BC are more than three times as likely to lack high school
graduation as neAboriginals.

Summary Table4: BC Employment and Unemployment Rates, aged 284

Non-Aboriginal Aboriginal

2007 2008 2009 2010 2007 2008 2009 2010
Canada 11.5 11.9 10.9 10.6 29.1 28.2 28.9 25.1
NL 11.0 9.8 104 9.8 n/a n/a n/a n/a
PE 13.1 10.6 8.0 9.6 n/a n/a n/a n/a
NS 11.4 11.0 10.7 10.2 n/a n/a n/a n/a
NB 8.5 11.5 10.7 9.2 n/a n/a n/a n/a
QC 15.1 16.2 16.1 14.4 41.9 n/a 30.8 n/a
ON 10.3 11.1 9.8 9.3 29.5 25.1 26.2 20.4
MB 12.5 11.9 10.0 10.9 36.6 31.9 30.9 30.8
SK 10.7 9.4 9.2 9.4 25.7 33.3 32 27.4
AB 11.7 12.7 10.4 11.4 27.4 29.1 35.3 26.7
BC 9.1 7.4 6.6 8.1 25.7 30.3 24.2 26.2

Source: BC Progress Board; Statistics Canada

14 Note that this recommendation applies tereserve schools
currently operated by bands. There exist urban Aboriginal
magnet schools elsewhere in Canada (e.g. in Alberta and
Manitoba) that are administered Aporiginal boards.

This is not what we are recommending.
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Summary Tabl® shows that Aboriginal and Nefboriginal employment rates for those
aged 25 to 64 with a pesecondary credential were close in 2007 but that employment
deteriorated more rapidly and muchther for Aboriginals than NeAboriginals in the recent

recessionSummary Tabl® also reveals that Aboriginal unemployment rates are roughly double

those of NorAboriginals and that the Aboriginal unemployment increase was larger in 2009 and
that the improvement in 2010 was smaller than forAbariginals. In 2007, similar proportions
of AboriginalsandnoMbor i gi nal s
they were unwilling or unable to supply labour services. By 2010, the proportion-of non

Aboriginals outside the labour force was lower but the Aboriginal proportion was much higher

than in 2007.

wer e
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The gaps between the entire pdboriginal and of-reserve Aboriginal populations are likely to
persist for decades to come, until the older and poorly educated cohorts of people leave the
labour force. However, the lortgrm policy goal should be to completely close the gaps in high

school completion tas and possecondary enrolment rates betwgenng cohort®f

Aboriginals andhon-Aboriginals.

Summary Table5: Labour Force Status of those in BC with a PosSecondary Certificate
or Degree, aged 2%4

|2007 2008 2009 2010|

Employment
Non-Aboriginal
Aboriginal
Difference
Unemployment
NornrAboriginal
Aboriginal
Difference

Not in Labour Force
NornrAboriginal
Aboriginal
Difference

80.8 80.8
78.0 74.9
2.9 5.9
2.6 2.9
5.1 6.6
-26 -3.7
16.6 16.3
16.9 18.5
-0.3  -2.2

78.5
69.4
9.2

5.1
9.6
-4.5

16.3
21.0
-4.7

78.8
65.7
131

4.8
9.1
-4.3

16.4
25.5
-8.8

Source: BC Progress Board; Statistics Canada

C. Production of Advanced Human Capital

Although British Columbia is above the Canadian average in terms pfdpertion of
the population having attained a graduate de@irable 15b)investment in increasing that
proportion would likely yield significant economic benefits for the provitica. recent review
of the relationship between education, productivitg aconomic growth, Coulombe and

Trembl ay

(2009)
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technological frontief® Citing a study by Vandenbussche, Aghion and Me(i06), they note

that a margi nal i ncrease in the population w
total factor productivity growth the closer the economy is to the world technology frontier. This
result follows from the idea that wonsewith high education will contribute more to

productivity if they are employed in the innovation rather than the imitation sector of the

economy and the former is concentrated more in countries close to the technology frontier.

Perhaps surprisinglgi ven Canadabds | arge producti vit
Vandenbusschet al.report that Canada is very close to the world technological frontier. The
implication is that the returns to higher education in Canada remain high.

Briti sh ghlewhobunige®it attainmert the result of the province
attractinghighly educated persons from outside its borders. In terms of vatbinnce
generation of university degrees, British Columbia is below average. In particular, its university
errolments as a proportion of the population age@3& below average at the graduate level
(Table 9b)

The belowaverage graduate enrolment rate suggests that there is room for the province
to improve its advanced education attainment by promotingegrearolments in graduate
programs at British Columbeuniversities.This should be seen as a complement, rather than a
substitute, forth@e r ovi nceds success in attracting higl
Indeed, given the labour market challenfped by weleducated immigrants from outside the
English-speaking world (as discussed above), the development of more advanced human capital
within British Columbia would likely deliver benefits that could not necessarily be obtained by
importing humarcapital from abroadn addition, competition among countries for skilled
immigrants is becoming increasingly fierce and Census data indicate that fewer foreign students
are choosing to remain in Canada than in the past (Turpin and Sager,St@fifBstioa for
increasing the production of advanced human capital within British Collardihe following:

¢ Reallocatahe fundingat British Columbia universitiesto promote greater enrolmerits
graduate program# reasonable policy goal for BC is to reath percent of the
population aged 189 by 2020. Achieving this would require growth at twice the pace
seen in BC between 2000 and 2008.

¢ Develop a comprehensive graduate student fellowship program, similar to those available
in Quebec and Ontario. Thign help attract more international students, encourage
British Columbian students to pursue graduate studies, and increase the research output
of British Columbiads universities.

An economy é6on the technological frontierd is an economy
technologies. Affluent economies such as Canada and the United Statearates technological frontier. Technical innovation

is a key driver of economic growth in such economies (as opposed to developing economies, in which growth can be achieved
through the imitation of existing technical advances discovered elsewhere).
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The key indicatas of progress in advandenuman capital developmemtethe graduate

enrolmentratea nd t he
t he

contrast to

(Summary Tabl®).

Summary Table 6: Graduate Level Enrolments, Per cent of Population Aged 18 to 29

proportion

shar e

|1992 2000 2008|

Canada
Newfoundland and Labrado
Prince Edward Island
NovaScotia

New Brunswick
Quebec

Ontario

Manitoba
Saskatchewan
Alberta

British Columbia

Source: BC Progress Board; Statistics Canada

2.1
1.1
0.1
21
1.2
3.1
1.9
1.9
15
1.6
1.7

2.4
1.9
0.4
3.1
1.4
3.6
2.1
1.6
1.7
2.0
1.9

3.1
3.4
1.1
4.4
2
4.7
2.8
21
15
2.3
2.6

of

of the popul athi on
BC6s popul ation
Col umb i atéenrolmentrataihas been in the middle of the pack of provinces over the last
sixteen years and has lost ground relative terémixed provinces and the Canadian average

British Columbiahas seen significant improvement over the 1&8stelarsin the
proportion of the population aged-28 with graduate level educatiom 1992, BC ranked ninth
among pr oviraicweasweldbeldw first sk ed Ont ar i
In 2010, BC rankedifth andits ratiowas17 percent belowhe Canadian averag@dabout one

third bel ow Ontariobds.
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Summary Table7.Educati on Above a Bachelordés Degree,
29

1992 2000 2010
Canada 1.7 2.8 3.2
Newfoundland and Labrador 0.7 2.1 1.6
Prince Edward Island 1.7 1.9 2.8
Nova Scotia 1.2 3.3 3.8
New Brunswick 1.0 2.0 1.2
Quebec 1.4 2.6 3.4
Ontario 2.5 3.8 4.0
Manitoba 1.0 1.9 2.1
Saskatchewan 1.0 15 1.9
Alberta 1.4 1.6 2.0
British Columbia 1.0 2.2 2.6

Source: BC Progress Board; Statistics Canada

D. High School Non-Completion

High school norcompleters face significant economic challenges and contribute less to
the economy on average than theyuld if they had completed highschoBr. i t i sh Col um
six-year completion rate improved considerably between the late 1990s and early 2000s but has
been within one percentage point of the 79.6 ratio reached in 2003/04 since then. This suggests
that n each of the last seven yeassghly 20 percendf BC students did not complete high
school.

According to labour force survey (LFS) daBaitish Columbiahas the best higbchool
completion raten the countryln 2010,904per cent of Bdgedl® thpuwpaddhaat i or
a high school credential. Similar to BCb6s co
improvement between the late 1990s and early 2000s but, unlike BC completion data, it shows
continued improvement through 2009.

Granted, thestwvo data seriedo not measure the same things so we should not expect
them to move in unison. Howevehgtdiscrepancy between thesuggests that over half of those
who do not complettheir K-12 educationn six yeardrom the grade eight starting poither
get a certificate through their own effort, take a little longer to complete in the public system or
find another path to completion.

British Columbia should continue to take measures to increase high school completion
and this requires an indicatto track change# 2002 BC Progress Board rep@C Progress
Board, 2002suggested the provinieBr oaden and extend pathways
increase in the overall secondary program gtr
noted above, B& sompletion rate has not moved much above 80 pereatttways to
graduation in BC have badened but the main metric does not adequately capture them.
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Improvements in a rate get more difficult and more expensive to achieve as it approaches
100 percent. The siyear completion rate on its own is useful but insufficient for the task of
accuragly measuring the true incidence of rompletion. Labouforce data provide a cress
check on sixyear completion butcludelittle informationthat can help guide policy

e We suggest the provincéose this gap in knowledge loleveloping a new indicato
which can, to the extent possible, track all paths to complé€lione at i ng an @A Ov
Compl et i on Rvdl beeaGignificartt challangeobut it is necessary if BC is to
realize the goadf being the bestducated, most literate place in North émsa.Without
such a measure we cannot identify groups of people with unmet needs and develop
programs to fill these needs. Simply looking for improvements in thgesix completion
rate is likely to lead to wasted resources and missed opportunities.

e Wesuggest that policymakers aspire to continuously increase the overall completion rate;
thatis,tosetatargetdraput r ate of zero percent. This
target, 6 since it is unrealistihnher to suppo
reductions would surely become uneconomical beyond some high completion rate).
However, the goal of 100 percent completion would help ensure that those students who
still cannot graduate are identified and offered assistance appropriate to theianeéed
circumstances.

One of the groups which will benefit from additional attention consists of those who
leave the K12 education system without an alternate completion path. Simply put, those who
drop out.FoundationSkill Assessmenesultscan be used to identify potential dropts early in
their school careers, butl®ol administrators, teachers and researchers require high quality
information on the characteristics of high school-sompleters so thamterventions can be
designed toddress the particular needs of potential dvafs The information currently
available in the British Columbia context is cursory. Statistics Canada provides overalutirop
rates at the provincial levelnd theCensuss allow for the computation ek postnon
completion rates according to various demographic criteria (gender, visible minority status,
immigrant status, etc.). BC Stats provides-tompletion rates for Aboriginal students and
students with disabilitie@British Columbia, 2006)

Howeve, we have little information on the key personal, family, and sebpetific
factors that influence the decision to drop out of school in British Colufbigais the sort of
information that would likely be most useful in designing policy interventidhe government
has a role to play in collecting this information and making it publicly available.

Thus, we offer the following recommendatidos the BC government

e Invest in the production of better information aboutpgbesonabnd family
characteistics of high school dreputs in British Columbia, as well as evidence on
the schooland districtlevel factors associated with neompletion A study
modeled after Government of Alberta (2009) would be a good starting $autt.
information could beised in conjunction with FSA scores to identify potential €rop
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outs at a young age andftotherdevelopand refingprograms tdelp them

graduate

e Reportratios of performing and underperforming studdmtslistrictand provide a

provincial summaryor those who are underperformisgowing the grade in which
performance issues were identified; what interventions have been tried; and, whether
or not the person is still in school.

BC Progress Board Indicators

The BC Progress Board began reportimgproportion of the labour force (aged-29
years) with ahigh schookertificate by province in its 2010 Benchmark Repastpopulation

and labour force population are close for this age group, ratios are similar whether population or
labour force poplation is used as the denominafbrh e

graduates as

completion status.

a

shar e

of

Boar doés

t he

popul ati on

Summary Table 8: Proportion Wit hout High School Graduation, Aged 1924, per cent

Canada
Newfoundland and Labrado
Prince Edward Island
Nova Scotia

New Brunswick
Quebec

Ontario

Manitoba
Saskatchewan
Alberta

British Columbia

1992

19.1
21.0
20.8
21.9
18.6
19.8
20.0
17.3
17.7
191
15.6

2000

15.7
12.6
15.6
14.7
14.1
18.4
15.0
18.1
14.5
16.4
12.8

2010

11.5
11.2
10.2
10.6
9.5

15.9
9.8

12.9
10.8
12.9
9.6

Source: BC Progress Board; Statistics Canada

VIl. Conclusion

reporting

t o

This report concludes that the province of British Columbia performs very well in the
human capital area relative to the Canadian average and other provinces. This situation reflects

the intelligent investment decisions and policies that have been madéhye public sector
and by individuals in education. They have produced a province with very high student

performance scores on standardized tests and a high proportion of the population with post

secondary credentials.

W
r e
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But challenges remain. The mpidentifies four areas in which further improvements
would be likely to deliver substantial benefits to British Columbia: the utilization of the human
capital of recent immigrants; the educational outcomes of Aboriginals; the production of
advanced hunracapital through university graduates, particularly at the postgraduate level; and
the continued reduction of the high school doap rate.

The first two are the most pressing of the four. The educational performance of the
Aboriginal population in Btish Columbia, while somewhat superior to the national average, is
still dismal, particularly for North American Indians on reservédss issue must be addressed,
both for equity reasons and because evidence suggests that improved education among people
from disadvantaged backgrounds can yield substantial returns in the form of enhanced
productivity.

The human capital of recent immigrants is above average, but its utilization is below
average. Immigrants face many problems, including language stiksgmh credential
recognition and Canadian experience, and consequently have difficulties integrating into the BC
labour market. There are currently a wide range of programs to address this issue, but more
needs to be done.

Recent research has found tbatintries close to the world technological frontier such as
Canada may benefit more from investment in higher forms of education than lower forms. But
Canadabd6s investment in graduate students, es
countries.The proportion of graduate students in British Columbia universities is below the
national averageThis isone of the few areas whereitish Columbialagsbehind other
jurisdictions in Canada@oosting graduate education hence may represent a pathway to
prosperity for the province.

High school norcompleters face significant economic challenges and contribute less to
the economy on average than they would if they had completed high school. According to labour
force survey (LFS) dghachal,comBletiontrateshas inpmvyedt mbi a 6 s
considerably since the early 1990s and is the highest in the country. Further improvements will
be difficult but are worth pursuing.

't is unlikely that human capitalschall en
productivity problem. However, human capital improvements can be an important part of the
solution to that problenThe recommendations outlined in our first report for the BC Progress
Board (Sharpe, Arsenault and Harrison, 2009) addressed a substgmgidiiment to
productivity growth in British Columbia; nan
and equipment investment. British Columbia is making progress in implementing the changes
necessary to improve its investment performance, pantigtkaough the harmonization of the
provincial sales tax with the federal GShe recommendations offered in the present report
wi || support these changes by fostering furt
performance and, ultimatelytsiproductivity performance.
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Appendices: Additional Information on Human Capital
Development in British Columbia

In writing this report, we compiled data on a broad rangeditators pertinent to
various di mensions of Br ifotmarsd Weppovideddversigws h u ma
of these data in the body of the report, but left out many details. This was done in order to keep
the report concise and focused on the fay areas for improvement. For readers interested in a
more detailed description of Britishon€ol umbi a
through foumprovide much of the additional material that was not explicitly covered in the main
text. Appendx five introduces a tabular summary of 25 key indicators of human capital
developmentAppendixsix lists the experts and stakeholders who were interviewed for this
report.

Appendix 1: The Importance of Educational Attainment

Section Il of the reportteows that there is a strong positive relationship between
educational attainment areinployment income in British Columbia. The following three charts
illustrate that persons witlmore education tend to experience lower unemployment, participate
at a hghe rate in the labour forcendenjoy higher employment rates

The overall unemploymematein British Columbiawas7.6 percentin 2010, butonly 5.6
percenfor persons hiding an undergraduate degr@&ppendix Chartl). By contrast,
unemployment was aboué percentamong high school necompleters. In terms of
employment opportunities, the data indicate that the greatest gainmén@ased education are
for persons with a low initial level of educatidtigh school graduatioleads to dargedecrease
in unemployment

Appendix Chart 1: Unemployment Rate in British Columbia, by Highest Level of
Educational Attainment, 2010
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Theidea thaliteracydecreases the probability ehemploynentis well supported by the
literature (Holzer et al, 2007). As noted by Lynch (2007), in the United States, individuals with
low levels of prose literacy have double the rate of unemployaighbse with high levels.

These finding are in line with the data on educational attainment presented here.

Participation rates are also an important indicator of labour market perfornaance
labour force participation increases with educatidppendix Char®).*® This likely reflects the
greater range of job opportunities available to more educated workers, as well as the desire of
well-educated people to earn &ur@ on their investment in educatigks was the case for
unemployment, the big divide is between those didaot finish high school and those who
did. In 2010in British Columbia, labour force participation waslow 50percentamongpersons
who did not complete high school, compare@%d percentamong persons witahigh school
diploma (but no postecondary) and over 70 percent among people withgeasindary
education

It is no surprise thahe employment ratalso rises with educatiahattainment
(Appendix CharB). The rate is significantly highdor people whaompletedsome high school
compared to those that never went to high sct&®Bpercentversusl8.6perceny, andis even
higherfor people who actually completéigh school §0.1percentfor those who stopped their
formal education after graduating from high school, @8.d percentor those who went on to
graduate from collegeOnceagain, the greatest gains from increasédcation accrue to those
with low initial levels.

Appendix Chart 2: Participation Rate in British Columbia, by Highest Level of
Educational Attainment, 2010
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16 _abour forceparticipants are those who are either employddaking for a job.
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Appendix Chart 3: Employment Rate in British Columbia, by Highest Level of Educational
Attainment, 2010
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Anotherimportantpotentialimpact of improved educational attainment is to decrease
economic inequality. It is weknown that tle distribution of income has become more unequal
in Canada (and in many other countries) over the past three decades. In the United States, where
the increase in income inequality has been particularly large, a substantial body of research has
linked risirng inequality to an increase in the skill premitfithe gap between the earnings of
university graduates and those of high school graduates without university has increased
dramatically in recent decades, driven in part by technological changes thatdraased the
demand for advanced skills relative to unskilled labour. It is argued that this trend has been a
significant driver of the increase in income inequality since 1980.

Appendix Chartd shows the increase in the inequalityaftertax family incomes in
Canada and British Columbia since 1981. British Columbia became more unequal over the
period,and its Gini coefficient of 0.401 was the highest among the meesiin 2007 (Osberg
and Sharpe, 20094 To the extent that citizens care about economic equality and believe that
inequality detracts fromwelh e i n g, British Col umbyhighos i nequall

The relationship between income inequality dmelgkill premium is less well
documented in Canada than in the United States. Some studies find that the skill premium has
not increased in Canada in recent decades (Freeman and Needels, 1993;etlalph998),
but more recent research suggests that it has (Bouadrlat2006; 2008). Whether or not

17 see, for example, Katz and Goldin (2008), Lemieux (2006), Bound and Johnson (1992), and Katz and Murphy (1992).

18 The Gini coefficient is the most common measure of incorguality. A Gini value of 0 indicates a state of perfect equality,

in which all members of the population have equal income. A Gini value of 1 corresponds to a situation in which onesperson ha

all the income and everyone else has zero. Obviously eneiftihese extremes is observed in the real world. For practical

purposes, Gini coefficients for advanced countries tend to range between 0.20 and 0.45, depending on the income measure being
used. British Col umbi ads Iigh.rSee Osherg &nfl Sharpeq20@9a;28009b0 . 40 i's r el ati v
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Appendix Chart 4: Gini Coefficient, British Columbia and Canada, 19812009
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Note: Gini coefficient estimates are based on afer family income for all family units.

the increase i€anadiarincome inequalitysince 198@an be attributed to a widening skill
premium it remains true that increasing the educational attainment ehlocome, low
education people would likely raise their earnings and reduce economic inequality.
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Appendix 2: Human Capital In frastructure in British Columbia

A. Investment and Capital Stock in Educational Services

Appendix Charb illustrates the trends in treglucational serviceedust y 6 s r eal cap
investment in British Columbia and Canada between 199@@b@a Real investment grew more
quickly in British Columbia%.92percentper year) than in Canada.{6percentper year) over
the period, although British Columbi Bribsh gr owt
Co | u mteal iavesment fell5.7 percentout had gained back more than half the loss by
2010.Among thesevenprovinceswith comparable dat British Columbiatied for second place
with Quebec and Manitoha terms ofthe rate ofeal investment growth in educational services
over the 1992010 period.Alberta was first.

Since the early 1990s, the value of theperson capital stock in edational services
has been greater in British Columbia than in Canada as a WApper{dix Char6). The real
capital stock increasetl47 percentper year in BritisfColumbia over 199@01Q compared to
2.53percentper year in Canada (Table 5b).

Appendix Chart 5: Total Real Capital Investment in Educational Services, Canada and

British Columbia, Index (1990=100), 199010
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Appendix Chart 6: Total Real Net Capital Stock Per Person in Educational Services,

Canada and British Columbia, 2002 Chained Dollars, 1990010
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B. Post-secondary Enrolments

In 2008 156,741students were enrolled in British Columbia universitigss amounted
to 21.7percentof the population aged 18, abovethe Canadavide average 020.2percent
(Tables 8a and 88§.The province ranketburthamong the teprovinces in terms of univetyi
enrolment ratesr 200§ Appendix Char?7).Br i t i sh Col umbi ads wasni ver si t
low prior to 2008 but wasffset by an abovaverage college enrolment raide large jump in
university enrolments in BC in 2008 was due to several colleges being reclassified as
universities.

19Of course, some university students are not between the ages of 18 and 29. As in the case of primary and secondary school,
Statistics Canada does not provide data on enrolment rates. The enrolment patesddeeare apt approximations under the
assumption that most pestcondary students are in the2®8age range. This point applies to the enrolment rate estimates we
discuss throughout this section.
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Appendix Chart 7: University Enrolment Rates, Canadaand the ProvincesPercentof
Population Aged 1829, 1992 and 208
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While British Columbiavasbelowaverage in terms of the levelits university
enrolment rat@rior to 2008 it wasabove average in terms of enrolment rate growth. The
pr ovi maneelt sate wab.1percentage points higher in Z0than in 1992, when it stood
at 10.7percent The national average increase \Bakpercentage poinwver the 1992007
period Among the provinces, onifewfoundland and Labradand Nova Scotiaxperenced
greater enrolment rate growth than British Columbipdrcenterms. HoweverNewfoundland
andLabraddy s enr ol ment rate increase -agedpomlationven by
and although Nova Scot i ao0yages popuatiomte(fidableichcr eas e
In contrast, British Columbia has achieved its fast enrolment rate growth in the context of a 16.5
percenincrease in the universiyged population.

University enrolment rateserehigher among females than among métesughout the
entire 19922007 period in both British Columbia and Canada, and the gap widened over the
period (Table 8d andppendix CharB). The gender gap was consistently smaller in British
Columbia than in Canada, but British Columbia was below the Camagsaverage in terms of
both female and male enrolment rates.

Aside from universities, a key component of the pestondary system is registered
apprenticeship trainingn 2008, 53,103British Columbia residents were enrolled in registered
apprenticeship training (Tablelg. This wasr/.4 percentof the population aged 12 (Table
11b). British Columbiabs enrol ment rate in re
Canadian average throughout most of the 3B920 7 per i od, but by 2007 t
percentenrolment rate was above the Canadlde rate 0f6.6 percent(Appendix Char®).
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Appendix Chart 8: FemaleMale University Enrolment Gap, British Columbia and

Canada, Percentage Points, P2-2007
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Note: The gap is the female enrolment rate minus the male rate.

Appendix Chart 9: Registered Apprenticeship Enrolment Rates, British Columbia and
Canada,Percent 19922008
8

7 A
e Canada

2 ~—British Columbia 7/
3 | 31/4/*/

0 T T T T T T T T T T T T T T T T )

1992 1994 1996 1998 2000 2002 2004 2006 2008
Source: Table 11b




55

Appendix 3: Human Capital Outcomes in British Columbia

A. Educational Attainment

I. High School

In 2010, over2.3million British Columbia residents aged 25 to 64 had at least a high
school diploma (Tabl&2g. This representefll.1percentof the population (2%4), the highest
proportionin the country, ahead @ntario(second a90.1perend andAlberta(third at89.3
percen}. The national average w88.4percent In British Columbia, the proportion increased
11.5percentage points (d4.5percen) between 1992 ar2D1Q in Canada, it increasdd .0
percentage points (@3.8percen} over the same periddppendix ChartL0). British Columbia
experiencedhe smallest increase among the provinces; the largesBéd&percentand34.3
percenin Prince Edward Island andewfoundland and Labradaespectively. Note, however,
that British Columbia had the highest high school completatsin the country in 1992, so the
other provinces are all growing from a lower starting point than British Goaumlthough
Newfoundland and Labraddrs h i g ¢tom@etiom mate rew more than twice as fast as
British Col umbiNewandandeand LabraddrROpCzateiwasehyal toBritish
Co | u mb9b4daates

It is also useful to put educatioratainment iraninternational perspective. In 2007, the
high school completion rate for people ageebd5vas 85.2ercentin Canada and 88gercent
in British Columbia (T tidamondQECD countiebphmdl a 6 s
only the Czeclrepublic aB1 percentand the United States &8 percent(Statistics Canada,
2009) The OECD average was percent Breaking down the target population further reveals
that 92percentof British Columbia residents aged-28 have a high school diplommeompared
to 91percentin Canada as a whole and pé&centacross the OECD. Only South Korea (at 97

Appendix Chart 10: Proportion of Population Aged 2564 with a High School Diploma,

British Columbia and Canada, Percent 19922010
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