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Economic Cycles 
 
For the past 100 years or more various economists have been trying to document 
and construct descriptions of economic cycles. Early in the last century Nikolai 
Kondratiev was a pioneer in the field. Since then numerous economists have 
succeeded in validating the concept that about every 60 years the planet passes 
through a four-phase economic cycle. These are described as K-cycles with the last 
being “winter”. Christopher Quigley characterized the “K-Winter” as the period 
when “excess capacity is worked off by massive debt repudiation, commodity 
deflation & economic depression, trough war breaks the psychology of doom.” 
Contemporary cycle economists consider the current “K-Winter” to be in effect until 
at least 2020. 
 
What local evidence supports the contention of our now being in a “K-Winter”? 
 
BC Hydro annually posts its volume of electricity sales to domestic customers. 
Starting in 2006 the total domestic GW hrs sold were 52,440. By 2008 the annual 
sales total reached a little over 53,300 GW hrs. Since 2008 there has been a steady 
slide to 51,213 GW hrs in 2015. The best that can be said about this actual record of 
domestic demand is that it “flat-lined” over the past decade. 
Coupled with this local realty are the huge decreases in prices for almost all the 
commodities produced in BC for export. 
 
 
What has been BC Hydro’s record of Forecasting Demand? 
 
In September 2006 the service plan showed expected need to be 53,097 GWhrs in 
2007. This was an error in projected need of nearly 1,000 GWhrs only one year into 
the future. 
 
In 2013 a new service plan showed expected needs to be 53,913 GWhrs in 2014. 
Again, the one-year look ahead was about a 1,000 GWhrs too large. Also from this 
2013 forecast, BC Hydro was expecting to sell 56,886 GWhrs in 2015. As matters 
turned out that was a planning error of about 5,673 GWhrs. So a two year look-
ahead that was in error by about 10% of the annual total sales. 
 
In 2015 the BC Hydro recorded domestic sales were 51,213 GWhrs yet the 
corporation expected annual demand in 2016 to be 58,483 GWhrs.  The year 2016 
closed off at the end of March so we are waiting for the actual numbers to be 
published. With this same service plan BC Hydro was expecting domestic demand to 
be 56, 56,692 GWhrs in 2017; 57,083 GWhrs in 2018 and 57,805 GWhrs in 2019.  



Both of these values are 7-8,000 GWhrs greater than consumption in 2015, the last 
year of a decade of stagnation and decreases in measured demand. 
 
In every example above BC Hydro anticipated domestic demand would be greater 
than what was actually recorded, even when projecting only one year out.  Despite 
the marked change in the demand vector in 2009 (not unexpected after the 
2008/2009 global turning point in dry cargo shipping and financial matters) BC 
Hydro has persisted with the fiction that future demand will always be increasing. 
The applicable saying is “pushing on a string”. 
 
Investing in New Generation 
 
Concurrent with the generally overly-bullish outlook for “domestic” demand, BC 
Hydro heavily invested, directly and indirectly, in new and additional electricity 
generation capacity. For the fiscal year 2006 the corporation showed almost $11 
billion for “Total liabilities”.  Using the total liabilities per MWhr sold measure, that 
was $209,706,330 in 2006. Over the next 9 years this measure of efficiency, or 
otherwise, dramatically increased so that by fiscal 2015 “Total liabilities” per MWhr 
reached a staggering $462,480,220.  That increase in reported “Total liabilities” was 
a mind-altering 121% increase per unit of consumption. Unfortunately that is not 
the end of the “Liabilities” story. Because BC Hydro does not have to report its 
contractual obligations in its annual reports, readers should add in the secret 
contracts made with “Independent Power Producers”. When answering the question 
as to the size of the indebtedness to the Independent Power Producers, a former BC 
Hydro President held that it was somewhere around $50 billion. That translates to a 
current amount of total liabilities for BC Hydro of $73.7 billion or a whopping 
$1,439,088 per MWhr sold in 2015. 
 
Summary 
 
BC Hydro has been ignoring a global economic reality for the past 10 years; that we 
have entered the “Winter” phase of a long economic cycle, which is when global 
economic activity slows and or contracts.  This reality is blindingly evident in the 
2008/09 collapse of the dry cargo-shipping index, known as the “Baltic Dry”, and in 
the collapse of commodity prices. Evidence of past “cycles” abounds so ignorance 
should not be an option. 
It is next to impossible to understand why BC Hydro would wish to commit such 
huge financial resources for the provision of so much more electricity than is and 
will be needed in the province for a decade or more, right at the moment of a “K-
Winter”. This very high-risk business strategy is not typically the remit of a public 
utility. 
Because BC Hydro has the BC Utilities Commission to hide behind these kinds of 
reckless behaviors are never challenged as they would be if the corporation were 
operating as if it could go insolvent, shareholders losing all their investment.  
 
 



Suggestion 
 
BC Hydro should not get any rate increases simply because they want them. There is 
ample evidence that BC Hydro has steered a financially irresponsible course over 
the past 10 or so years. Continuously fabricating an ever-expanding domestic 
demand at exactly the time when slowing or even shrinking demand should have 
been expected, is more than a sin. In all economic affairs there is a place of 
symmetry where demand and supply are generally in balance. BC Hydro has 
produced the exact opposite and is now asking its customers to pay more as a cover 
for its huge financial and economic errors. Rather than give the corporation a 
reward for its unerringly bad management, the BC Utilities Commission should 
reject any application for rate increases.  It is not clear how the public interest can 
be served by accommodating financial and economic illiterates with the reward of 
more money. It is worse than a public insult. 
 
Erik Andersen; Economist 
 
 
 
 
 
 
 
 


