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About the Nunavut Economic Forum

The Nunavut Economic Forum is a broad group of member organisations which
was developed to identify and share information on economic development activ-
ity in Nunavut. The primary focus for the organisation is to bring the members to-
gether to collaborate in the implementation of The Nunavut Economic Develop-
ment Strategy, each within their own area of activity and expertise. Successful im-
plementation of the Strategy depends on the actions of each of the stakeholders.
Participation and collaboration are key components of progress.

Research for this report was conducted between June and September of 2010.
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EXECUTIVE SUMMARY

The Nunavut Economic Forum is committed to the pursuit of sustainable economic growth and a high quality of
life for all Nunavummiut. The 2010 Nunavut Economic Outlook is a valuable contribution to this commitment by
assessing the Territory’s progress on its socio-economic goals and can be used as a tool to evaluate the actions
and strategies of all those with a role in supporting and improving the lives of Nunavummiut.

Only two years after the world economy entered into a dev-
astating recession, it seems increasingly certain that Nuna-
vut is returning to a path that will lead to strong economic
growth. Many Nunavummiut will benefit from this change.
Some will be made very wealthy, but more noticeable will be
the emergence of a larger Inuit middle class.

But what about Nunavummiut without the correct skills,
interest or ability to participate or those living in a commu-
nity untouched by economic progress?

How does the well-being of these individuals factor into
Nunavut’s goal of a high and sustainable quality of life?

This second chance for wide-spread economic prosperity is
coming quicker than originally anticipated, so Nunavut must
learn quickly from its experiences leading up to the reces-
sion. In this year’s Outlook, we have looked at how Nunavut
has used the economic downtime to better prepare for the
impacts and benefits from future economic growth.

The 2010 Nunavut Economic Outlook was commissioned by
the Nunavut Economic Forum and is the fifth in the series
that began in 2001. The focus of these reports has been on
the progress of Nunavummiut toward a high and sustainable
quality of life. This is measured by looking at Nunavut’s
socio-economic and environmental performance based on
its investments in wealth-generating capital. These reports
are meant to serve as reference points for informed discus-
sion by decision makers in Nunavut. Beginning with the 2005
edition, the Nunavut Economic Outlook has also provided
some feedback on the implementation and progress of the
Nunavut Economic Development Strategy.

The approach established for the Nunavut Economic Out-
look series goes beyond conventional economic measure-
ments in order to understand better the real and more
meaningful progress of society. A framework is used that
places the growth and development of people at the fore-

front of the analysis. This framework considers how society
has defined its goal of a high and sustainable quality of life
and develops measures and indicators that are best suited
to evaluating progress toward this goal. The central compo-
nent of the Nunavut Economic Outlook is an investigation of
the status of Nunavut’s wealth-generating capital. Some
highlights from this research are presented in this summary.

Where We Stand Today

We investigate the progress of Nunavut’s human capital by
looking at demographic trends and developments in the
areas of education, health, social well-being and income. Key
findings from this analysis are as follows:

e The rate of population growth has been much lower
than was anticipated in the original 2001 Outlook. The
reason for the slower rate of increase is the high
number of Nunavummiut migrating away from the
Territory. It is interesting to see that a high proportion
of these out-migrants are Inuit.

e  Graduation rates climbed dramatically in the most
recent school year. Should this be a permanent trend, it
would mark an important shift in Nunavut’s human
capital outlook. The issue of how to deal with those that
have dropped out of school remains however. This
should be a major concern for the Territory.

e Nunavut’s health status continues to lag far behind the
rest of the country. Attention to public health and social
conditions must intensify not only to improve health
status but to support economic development in
Nunavut. Accountability and quality care are the new
emphases for health systems around the world.
Nunavut should be no different. It will need to ensure its
investments are put toward measurable targets that can
be reported back to its citizens.

e The growth in personal income on a per capita basis
after accounting for inflation has stagnated in recent
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years, but perhaps a more pressing issue is the low
median income in Nunavut which can be an indicator of
a greater separation of rich and poor.

The state of physical capital is assessed through the changes
in private and public capital investments. After benefiting
from a rise in federal support for infrastructure for the past
three years, Nunavut’s public infrastructure spending will
drop by 50 per cent this year. The GNs capital budget will be
further constrained as a result of overspending by the Nun-
avut Housing Trust.

Private-sector investments are heading in the opposite di-
rection, however. Agnico-Eagle Mines is finishing up the
construction phase of its Meadowbank Gold Project and will
soon turn its attention to development of the Meliadine
property just outside Rankin Inlet. Newmont Mining has
fast-tracked the construction of its Hope Bay Gold Project
and AREVA Resources is on schedule for construction of the
Kiggavik mining project later this decade.

Some interesting changes in Nunavut’s organisational capi-
tal are highlighted in this year’s report. Perhaps most inter-
esting was the recent GN Report Card commissioned by the
Government of Nunavut that found many Nunavummiut
have been disappointed with the government’s efforts to
date. This document helped shape the action plan of the
government’s latest strategic document “Tamapta” which
has emphasised education, health and community well-
being over government’s role in the economy. Perhaps the
most valuable contribution of the GN Report Card was its
survey of over 2,100 Nunavummiut. That survey has uncov-
ered what might be described as an apparent decline in so-
cial cohesion in Nunavut communities.

In this year’s Outlook, we looked at the impact of climate
change on shipping through the Northwest Passage. The
extent of arctic sea ice is shrinking, though it will be many
years before the Arctic Ocean has an ice free summer. Nev-
ertheless, the Northwest Passage is becoming more attrac-
tive for marine transportation, but shippers will be hesitant
to schedule regular traffic until greater certainty exists in the
year-to-year ice conditions. Climate change is also affecting
caribou. Though there isn’t consensus on all to the factors
influencing the declining herds, there is little doubt that the
numbers have diminished. There are many serious implica-
tions for Nunavut should hunting bans be needed for con-
servation reasons.

2010 NUNAVUT ECONOMIC OUTLOOK

Nunavut’s Recent Economic Performance

The Nunavut Economic Outlook continues to highlight the
importance of the non-wage economy in contributing to the
quality of life goals of Nunavummiut. However, the lack of
knowledge in some areas of this economy does raise con-
cerns that Nunavut will not be prepared should changes to
the land-based economy come too quickly.

The past three or four years have been interesting ones for
Nunavut’s wage-based economy. After growing by 20 per
cent over the two-year period from 2007 to 2008, it then
suffered a loss of 10 per cent during the 2009 recession.
Now in 2010, the economy is growing again and could ex-
pand by as much as 15 per cent. The greatest contributor to
this economic growth has been the construction activities at
the Meadowbank Gold Mine, which was not negatively im-
pacted by the recession.

The public sector is still the largest segment of the overall
economy. Its total expenditures exceed $1 billion annually.
Its share of real domestic demand exceeds 40 per cent.
However, this share is dropping. One reason is that its
spending levels over the past several years have been rela-
tively flat in real terms. This trend is not expected to change
soon. Another reason for the diminishing role is the relative
rise of the mining industry.

Economic Outlook

The economic outlook offers a sector-by-sector analysis of
the future growth of the Territory along with a brief discus-
sion on world economic trends, Canada’s fiscal position and
alook at the future growth in Nunavut’s population.

Highlighting our look at world trends is of course the impact
of the recession on the world’s GDP. Canada’s performance
was quite good relative to other OECD countries during this
time. This has not spared the federal government from fal-
ling into a deficit position however. The deficit is important
for Nunavut because of its reliance on specific-purpose
transfers to fund infrastructure projects. Countering fears of
a drop in these funds is the fact that Nunavut is receiving a
lot of attention from the federal government because of
issues such as climate change and arctic sovereignty.

The population and demographic changes anticipated in this
year’s Outlook have many implications for the Territory, es-
pecially for government’s education, health and housing
programs. While the population is not growing at a pace
once thought, the persistently-high fertility rates combined
with a large cohort of children currently between the ages
of o0 to 15 will mean the annual number of child births will

ii | IMPACT ECONOMICS
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remain above 800 for much of the forecast, while the num-
ber of people over 60 will double.

The overall economic forecast shows solid growth for the
next ten years. After posting a growth of 15 per cent this
year, the economy will grow by an average of 5 per cent
each year for the next five years. Much of this growth comes
from the developments in mining, but there are other sec-
tors of the economy that will perform well. They offer some
opportunities for diversification and are especially valuable
to communities untouched by resource development.

Nunavut’s economy will be shaped by the life cycles of four
or five mining projects over the next ten to fifteen years. All
of these projects are located in the Kivalliq or Kitikmeot re-
gion. These projects will fulfil those region’s economic ob-
jectives. But without mechanisms to improve labour mobility
and other barriers to employment, individuals in communi-
ties outside the geographic reach of these projects will not
be able to participate. Meanwhile, the social objectives in
these regions such as full employment and lowered income
disparity will not be achieved unless something can be done
to help those residents who have dropped out of school or
for some other reason are unable or unwilling to participate.

Nunavut’s construction forecast is also affected by the
events in the mining sector. These construction jobs come at
a crucial time when government projects are expected to
decrease. The challenge is to get more Nunavummiut onto
these construction sites and to develop a supporting busi-
ness sector.

Nunavut’s fishery has implemented its five-year comprehen-
sive investment strategy which is paying dividends in terms
of greater infrastructure, improved knowledge, trained la-
bour, and stronger organisations. The challenge now is to
find new and inventive ways to get more Nunavummiut in-
volved in the act of fishing. More emphasis on the in-shore
fishery might be the answer and several groups are now
pursuing this opportunity.

Tourism and arts are small components of Nunavut’s econ-
omy if measured through GDP exclusively. If one considers
other measures such as the contribution to culture, diver-
sity, community health and productivity, then these sectors
can be shown to be extremely important. These two areas
or sectors of Nunavut’s economy should grow over the next
five to ten years as both are investing in their organisational
and physical capital.

Conclusions

Nunavut has a second chance for economic prosperity.
Something that has come much sooner than would have
been predicted in the fall of 2008. The new Outlook shows
growth will be concentrated in the Kivalliq and Kitikmeot
regions over the medium term. For this reason, we cannot
say that all economic objectives will be met, unless Nunavut
can find a way to distribute benefits to communities outside
these regions.

The Outlook shows how and where the economy will grow,
but it also shows where it will fall short. This year’s research
looked how Nunavut used the 18 to 24 months of economic
downtime to understand its gaps in wealth-generating capi-
tal and developing an investment strategy to address these

gaps.

In some areas, the Territory has responded constructively
such as developing new health prevention and early child-
hood health strategies, establishing the Kivalliq Mine Train-
ing Society, and taking seriously the results from the GN Re-
port Card. But most if not all of Nunavut’s more fundamen-
tal challenges remain. For example, Nunavut still does have
a good plan for how to deal with the generation of Inuit who
have lost their way in the transition from a traditional Inuit
way of life to one based on the culture of the wage-based
economy. This is contributing to a greater separation be-
tween rich and poor in Nunavut and stands in the way of a
high and sustainable quality of life.

It will be up to Nunavummiut to manage its economic op-
portunities such that economic objectives can be achieved
without overwhelming communities; that the growing mid-
dle class can become the catalyst for greater social inclusion;
and that the rising wealth can be used to lower poverty, al-
lowing Nunavut to reach its goals.
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1 NUNAVUT’S SECOND CHANCE

Key Highlights

Only two years after the world economy entered into a devastating recession, it seems increasingly certain that
Nunavut is returning to a path that will lead to strong economic growth over the medium term

Many Nunavummiut will benefit from this change. Some will be made very wealthy, but more noticeable will be

a further emergence of an Inuit middle class

Those without the skills, interests or abilities, and those living in a community untouched by industrial devel-
opment, may not participate in a high and sustainable quality of life.

This second chance for wide-spread economic prosperity following the 2008-2009 recession will come more
quickly than originally anticipated, so Nunavut must learn quickly from its experiences leading up to the reces-

sion.

In this year’s Outlook, we look at how Nunavut has used the economic downtime to better prepare for the im-

pacts and benefits from economic growth.

In the summer of 2008, Nunavut’s economy was on the
verge of an economic breakthrough. Several years of grow-
ing investments in mineral exploration combined with a
seemingly insatiable world demand for raw materials culmi-
nated in a broad-based push from the mining industry to
access Nunavut’s vast store of natural wealth. Meanwhile,
$200 million in new federal money for public housing was
creating a small boom in Nunavut’s construction industry. In
the emerging fishery, inroads were being made in the acqui-
sition of a greater share of the offshore quota in Nunavut’s
adjacent waters, large offshore vessels were being leased or
purchased and a multi-million dollar training program was up
and running. The support activities and organizational struc-
tures needed to manage this growth were being tested on
all sides by this vibrant economy. For those engaged in the
wage economy in 2008, options for employment of all de-
scriptions were readily available.

While growth projections were still being described as ten-
tative, it was possible to envision a Nunavut where all eco-
nomic objectives were met before the end of the coming
decade. Under several reasonable scenarios, gross domestic
product would have doubled and perhaps tripled in size,
total personal income would have soared and the supply of
jobs would have far exceeded the demand. And on the back
of a strong, single, unifying Land Claim Agreement, the Inuit
of Nunavut were assured a prominent role in this growth
through such things as Impact and Benefit Agreements,

ownership of surface and subsurface rights, and direct con-
trols in environmental management.

But closer analysis of this situation cast light on a state of
human, physical and organizational capital that would be
overwhelmed by economic growth of the magnitude being
projected. Previous investments aimed at improving social
performance were long-term endeavors and had not yet
born fruit. Nunavut society continued to lag in areas such as
education, health, housing, and community infrastructure.
From the perspective of development economics, there was
no real widespread appreciation for the magnitude of
change that would occur had one of the strong growth sce-
narios become reality. The potential for negative social out-
comes flowing from increased income disparity, social ex-
clusion, and culture shock were as high, yet programs to
support communities coping with and adapting to the new
economic realities were not well established. This contrast
between current economic and social performance and
what might be required in a period of rapid economic
growth became a focus of the 2008 Nunavut Economic Out-
look.

For the two years that followed, the pace of development
slowed on the heels of a world-wide recession. Activities at
three major resource projects stopped dead and others have
been put on hold. One can only speculate as to what the
positive and negative consequences of that economic
growth would have been had these projects proceeded.

1 ] IMPACT ECONOMICS



Would the widespread success in reaching economic objec-
tives have spilled over into other aspects of Nunavut society,
creating opportunities for greater social and economic inclu-
sion, bringing new entrants into the workforce, and ulti-
mately propelling Nunavut forward?

Or, would this new economy overwhelm communities creat-
ing great rifts in society between the haves and have-nots,
resulting in greater social and economic exclusion for those
unready, unwilling or unable to participate?

Whatever the outcome would have been, the recession has
given Nunavummiut an opportunity to consider these possi-
bilities, reconsider their approach to managing change, and
question whether there are lessons learned from what near-
ly came to pass.

For instance, the Meadowbank Gold Mine, which began op-
erations this year, has revealed the limits of the labour sup-
ply in the Kivalliq region. Initially, the mine owner expressed
concern that the number of local people employed by the
project fall after construction employment because of the
need for higher skilled labour. This decline in local employ-
ment hasn’t happened yet. An emphasis on training by the
company, the Government of Nunavut and the newly-
formed Kivallig Mine Training Society has increased the
chances that local participation will remain at its current
level and perhaps even grow. Nevertheless, the labour situa-
tion in the Kivallig highlights among other things some
structural challenges for Nunavut’s labour force. In a Terri-
tory where some communities can have unemployment

2010 NUNAVUT ECONOMIC OUTLOOK

rates well in excess of 20 percent, Nunavut must address its
issues of poor labour mobility and skills mismatch, and re-
solve the issue of a welfare trap. As a part of this year’s Out-
look, we investigate what has been done in direct response
to this “second chance” that the recession provided.

Through the research for this year’s report, it became in-
creasing apparent that the current pause in economic
growth will not last long. The demand for resources has re-
bounded much quicker than anyone would have predicted in
the fall of 2008. The international mining community has
responded by returning to Nunavut, if not with same feroc-
ity as in previous years, then with greater resolve and de-
termination.

For all the controls Nunavummiut have over development
on their land, they have no control over the world price of
natural resources. When those prices rise, Nunavut’s econ-
omy will see increased activity. Nunavut must be better pre-
pared for when it does. Improving wealth-generating capital
through existing public programs and services and better
preparing Nunavummiut for participation in their own econ-
omy remain central themes of the Nunavut Economic Out-
look. But with the rapid recovery in Nunavut’s economic
prospects, we must continue the investigation into contrasts
between the economic and social performance, and look for
some signs of recognition and response from Nunavummiut
to the divergence in growth and the dichotomy that is be-
coming increasingly visible between Nunavut’s rich and
poor.
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2 INTRODUCTION AND PURPOSE OF REPORT

Key Highlights

The 2010 Nunavut Economic Outlook was commissioned by the Nunavut Economic Forum and is the fifth in the

series that beganin 2001.

The focus of these reports has been on the progress of Nunavummiut toward a high and sustainable quality of
life. This is measured by looking at Nunavut’s socio-economic and environmental performance based on its in-

vestments in wealth-generating capital.

These reports are meant to serve as reference points for informed discussion by decision makers in Nunavut.

Beginning with the 2005 edition, the Nunavut Economic Outlook has also provided some feedback on the im-
plementation and progress of the Nunavut Economic Development Strategy.

The 2010 Nunavut Economic Outlook is the fifth report in the
series that began in 2001. The original Outlook was a col-
laborative effort between the Government of Nunavut,
Nunavut Tunngavik Incorporated and Indian and Northern
Affairs Canada, with the research conducted at that time by
the Conference Board of Canada.

Beginning with the third Outlook published in 2005, the se-
ries has been managed by the Nunavut Economic Forum
who commissioned the 2010 report.

Nunavut Economic Outlook offers readers a comprehensive
look at socio-economic development in Nunavut. It contrib-
utes to informed debate amongst the Territory’s leaders,
decision makers and other stakeholders. As a series, these
reports track the results of Nunavut’s investments in wealth-
generating capital over time. They depict the challenges and
opportunities associated with Nunavut’s socio-economic
performance and potential. Ultimately, the Nunavut Eco-
nomic Outlook provides a report on the progress of Nuna-
vummiut toward a high and sustainable quality of life.

2.1 SIVUMMUT AND THE NUNAVUT ECONOMIC
DEVELOPMENT STRATEGY

In 2003, Nunavummiut gathered in Rankin Inlet to continue
what Inuit call “Sivummut”; a process for establishing a
strategy for moving forward on socio-economic develop-
ment. Sivummut | had taken place in Rankin Inlet in 1994
shortly after the signing of the Nunavut Land Claims Agree-
ment. During the 2003 gathering, discussions spanned many
topics, including how Nunavummiut would move forward on

issues involving the Land, its People, its Communities and its
Economy. These discussions were later transcribed into the
Nunavut Economic Development Strategy (NEDS).

The NEDS is a comprehensive, modern and open approach
to development. Subtitled “Building the Foundation for Our
Future”, it takes a broad view of economic development by
making those four areas identified at Sivummut (the land,
people and communities in addition to more common eco-
nomic concerns) the cornerstones of the Strategy. The
framework established in the Outlook series identifies a high
and sustainable quality of life as the goal for Nunavut soci-
ety. This goal is achieved by more than just improved in-
come and material wealth, but also by improved health
status, education levels, cultural identity, civic engagement
and by social, political and economic freedoms. The Strategy
has a ten-year time horizon and its recommendations estab-
lished a new path of cooperation and coordination for or-
ganisations throughout Nunavut to work together in achiev-
ing success.

The end of the 10-year timeframe is nearing and discussions
are underway regarding what comes next. Underpinning
these discussions is the real progress of Nunavummiut and
their expectations for the future. This Outlook serves as an
important input into these discussions.
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3 GENERAL APPROACH AND METHODOLOGY

Key Highlights

The approach established for the Nunavut Economic Outlook series goes beyond conventional economic meas-
urements in order to better understand the real and more meaningful progress of society.

A framework is used that places the growth and development of people at the forefront of the analysis.

This framework considers how society has defined its goal of a high and sustainable quality of life and develops
measures and indicators that are best suited to evaluating progress toward this goal.

The central component of the Nunavut Economic Outlook is an investigation of the status of Nunavut’s wealth-

generating capital.

The Nunavut Economic Outlook is a comprehensive exami-
nation of the socio-economic and environmental perform-
ance and potential of Nunavut and Nunavummiut. It has
established a Framework for Understanding Economic De-
velopment that was adapted from the United Nations’
Framework for Developing Economies." This Framework is
focused on the growth and development of society with the
idea that one must look beyond conventional economic sta-
tistics to understand this progress in a meaningful way.

So, rather than reporting gross domestic product as the
most meaningful indicator of success, it looks at how a soci-
ety defines its high and sustainable quality of life and estab-
lishes that as the ultimate goal. Suitable measures and indi-
cators are then established, analysed and discussed.

What is a ‘High and Sustainable Quality of
Life’ for Nunavummiut? Who decides?

What constitutes a high and sustainable quality of life de-
pends on how a society chooses to define it. Some elements
such as basic economic, social and environmental objectives
are common across most societies. What differentiates one
group from another is how each chooses to weigh the im-
portance of these elements and what trade-offs between
them will be considered acceptable.

Written statements by elected officials and other public
leaders can clarify a society’s definition of a high and sus-
tainable quality of life. These often take the form of vision
and mission statements. In Nunavut, the most recent clarifi-
cation can be found in the Government of Nunavut’s strate-
gic document, Tamapta (see Exhibit 3-1).>

Exhibit 3-1

The Government of Nunavut’s vision for the Territory is given as
this:

Guided by Inuit values and culture, by the year 2030:

e Nunavummiut will continue to have a highly valued quality
of life and a much better standard of living for those most in
need.

e Individuals and families will all be active, healthy and happy.

e  Communities will be self-reliant, based on Inuit societal val-
ues, with reduced dependence on government.

e Nunavut will be recognized for our unique culture, our abil-
ity to help one another, and for our useful contributions to
Canadian and global issues.

The mission statements that follow include:

e  Affordable, healthy food, safe water, and a home

e  Safety

e Asense of belonging and purpose

e  Family support and friendship

e  Education and opportunities to learn

e Communication in our preferred language

e  Personal responsibility

e  Pridein our culture, our languages, and in who we are
e  Stewardship of our environment and wildlife

e Access to the land for personal growth and sustenance
e Opportunities for fun, recreation and cultural activities

One cannot help but notice that the current vision and mis-
sion statements from the government are focused on social
(including cultural) and environmental objectives. The term
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economic growth is not present in the document at all ex-
cept for a single reference to “community-based, sustain-
able economies.” It would be wrong to conclude that eco-
nomic growth is of no interest in Nunavut, but rather it
shows a discernable difference in how Nunavummiut define
what is important to their quality of life from what one
might find in other parts of the country where economic
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of that growth through the Land Claim Agreement and the
policies of the government. But from the perspective that

much of the growth is exogenous, government’s response
should be to concentrate on things it does have some con-
trol over.

Exhibit 3-2

objectives would receive greater attention. It reflects the
current socio-economic conditions in Nunavut, where there
is great potential for large-scale economic growth, but simi-
lar opportunities for social objectives are not so readily ap-
parent (see Exhibit 3-2 for a list of common objectives).

Economic

e  Growth, Efficiency, Stability, Fairness
It might also be a reflection of the fact that much of Nuna-

vut’s economic growth is exogenous to the actions and Social
spending patterns of the government. It could be argued
that the economic growth opportunities in Nunavut are de-
pendent on foreign investment (whether that foreign inter-
est be the federal government or international investors).
Certainly, Nunavut can affect the manner in which growth
occurs and has a huge role in influencing the consequences

e  Full employment, Equity, Security, Education, Health, Cul-
tural Identity, Participation, Inclusion

Environmental

e  Healthy living conditions, Rational use of natural resources,
Sound Management, Appropriate evaluation of resources

Exhibit 3-3

At one time, it was understood that increasing production was society’s ultimate goal. Thus, gross domestic product (GDP) became the most
common indicator used to measure not only economic progress but progress of society, itself. The assumption was that rising GDP equates
to rising welfare, which has the added benefit of improving our ability to solve social challenges such as poverty. These assumptions led deci-
sion makers to develop clear investment strategies aimed at raising production, theorising that other objectives would resolve themselves
naturally through this growth.

However, over time we have come to learn that these assumptions do not necessarily hold, especially in the case of developing economies.
“History offers a number of examples where economic growth ... was achieved at the cost of greater inequality, higher unemployment,
weakened democracy, or a loss of cultural identity.”* Also, as an indicator of progress, GDP does not tell a complete story. It does not de-
scribe how economic growth affects people at a local level. It hides discrepancies in well-being within a population and disparities between
communities, families and individuals. We can see this in Nunavut where the average income for Nunavummiut is similar to the Canadian av-
erage, yet its median income is the lowest in Canada.

Growth of society has since become understood as a far more complex challenge. It still requires an advancing economy, but is also a func-
tion of social progress, productivity, education, health, inclusion, equity, security, culture, sustainability and more. This makes the tasks of
leaders and decision makers more difficult since investment strategies now must take into consideration the interplay of all these variables.

It still holds that long-term growth in GDP for a nation is a function of how and where society invests and distributes wealth. However, ob-
serving this correlation in Nunavut is difficult because of the nature of its small economy where GDP moves dramatically as a result of a single
major project such as the start up or closure of a mine regardless of how many local people are employed there. Any change will be reflected
in the final GDP figure inclusive of the effect of all other investment choices of Nunavummiut.

To understand the impact of changes in GDP, one must incorporate additional measures to determine more specifically how people are fair-
ing given any increase or decrease in GDP.

* Tantyana P. Soubbotina, Beyond Economic Growth, 2™ Edition, The World Bank, World Bank Press (June, 2004).
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One way to understand how a society defines its ultimate
goal is to observe the choices it makes, while also learning
more about the current stage of development, the distribu-
tion of income (mean and median), and the average stan-
dard of living. For Nunavummiut, the importance of Inuit
values and culture, the protection of the environment, and
the health of families and communities have been made
clear in written statements.? In practice, at least initially over
the past ten years, there have been clear and consistent ac-
tions taken to create a stronger economy, offering jobs and
income and the opportunity to raise the standard of living.
As the United Nations notes “human development is the
end—economic growth is a means to this end.”*

Participation in economic activities is essential for Nuna-
vummiut to reach their ultimate goal—this is true for both
the wage- and land-based economies. This participation has
been constrained by a lack of capacity from within the la-
bour supply and the business community. For Nunavut to
reach its full potential this issue of capacity, with all its com-
plexities, must be addressed.

Moving forward, how Nunavummiut manage economic
growth in the face of its challenges, the approach of its eco-
nomic policies, and the extent to which people pursue wage-
based jobs will be the indicators of individuals’ goals and of
local values. It will be of the utmost importance that policy
makers capture any shift in values that occur in order that
they make good decisions on behalf of the next generation.
One can look to such things as demographic change to an-
ticipate what might happen in the future.

If a shift in values with more and more emphasis placed on
the wage economy over time can be implied, what does this
mean for economic policy choices today? What does it imply
for social and environmental objectives? A consistent theme
throughout the Outlook series has been this issue of finding
the right balance in terms of development. If we believe that
growth of the economy will outpace that of other areas and
that interest in participation from the local population will
also grow—perhaps at a rate beyond its capacity—then the
importance of improving human capital and investing in
what are largely social areas related to education, health,
housing and community productivity become that much
more important. This helps to explain the focus given to so-
cial and environmental objectives in Tamapta, and gives
credibility to the definition of a high and sustainable quality
of life in Nunavut.

The Framework for Economic Development
in Nunavut

The approach adopted for the Nunavut Economic Outlook
takes this broad view of economic development. But in do-
ing so, it does create challenges associated with monitoring
and evaluating progress. Evaluating changes in quality of life
is complex. Non-economic measures and indicators are less
quantitative than typical economic data and are rarely avail-
able on a yearly basis.

Our solution has been to evaluate the growth in those things
that help a society become wealthier, where wealth is de-
fined not only by financial gains and progress in material
well-being, but also through measures of social and family
cohesion, the safety of communities, and the productivity
and civic engagement of citizens.

Those things that result in wealth generation are called
wealth-generating capital—but are often referred to more
simply as society’s assets.” As these assets accumulate or
improve, the opportunity for society to become wealthier
also improves and thus we might expect society is moving
closer to its ultimate goal. For clarity, wealth-generating
capital is separated into four categories.

Economic or Physical Capital: This includes the structural and
mechanical requirements of business and industry, such as
transportation and communication systems, power genera-
tion, and commercial space. Physical capital can also serve
to enhance social performance through safe and adequate
housing, schools, and hospitals.6 Financial resources are also
a part of economic or physical capital; that is, the access to
financial resources required for investing.

Human capital: Human capital is often spoken of in the con-
text of the stock of human labour, more specifically, the
quality of the labour force for the wage economy. But in its
truest sense human capital is much broader. Human capital
is the overall capacity—in terms of health, knowledge, edu-
cation, and skills—of the members of a community to be
productive.” Public programming for education, health and
social needs are perhaps the most common investments in
this area.

Social or Organisational capital: This encompasses the busi-
ness and social environment within which economic activity
takes place and explains how a society is organised to create
wealth including the systems of governance and regulations.
Within social capital is the concept of social cohesion that
deals with the willingness of individuals to co-operate and
work together at all levels of society in pursuit of collective
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goals.® It is often summarised as the level of trust between
individuals, families and organisations. Potential measures of
social cohesion include voter turnout, crime levels, volun-
teerism, public participation in debate, and attitudes to-
wards diversity. Social inclusion is another concept that falls
within social capital and is also difficult to measure. It deals
with the level and extent to which a society embraces all its
members and develops policies and programs that promote
greater inclusion in economic and social activities.

Natural capital: This includes the raw materials incorporated
by economic activity, such as land, wildlife, minerals, energy,
as well as the services provided by the environment such as
clean water, air and soil required for healthy living, the heal-
ing effects of natural beauty and its promotion of human
well-being, and the temporary storage of waste.® Invest-
ments directed toward environmental preservation fall un-
der this category as do investments that enhance our under-
standing of natural capital such as geoscience or fisheries
science.

As illustrated in Exhibit 3-4, investment in each form of
wealth-generating assets can influence one, two or all three
areas where we are measuring performance against soci-
ety’s goals.

The 2010 Nunavut Economic Outlook is an investigation into
the status of these four forms of wealth-generating capital

Exhibit 3-4
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and how economic, social and environmental changes are
impacting Nunavummiut. Its purpose is to determine on an
on-going basis whether Nunavummiut are moving in the
right direction with respect to their ultimate goal. The analy-
sis contained in this report is meant as a reference point for
discussion by stakeholders when making decisions.

The information to be incorporated in this Outlook includes
(but is not limited to) the following sources:

e National and territorial socio-economic databases
including Statistics Canada and any updates from
Nunavut’s Bureau of Statistics;

e Social statistics producers such as the Canadian Institute
for Health Information;

e Recent industry publications and reports;

e Key government/public reports both territorial and
federal;

e  The Nunavut Demographic Model developed by Impact
Economics;

e Various international organisations such as the World
Bank, International Monetary Fund, and the
Organisation for Economic Cooperation and
Development;

e Discussions with members of the Nunavut Economic
Forum; and,

e Interviews and discussions with other knowledge
holders in Nunavut.

Framework for Sustainable Economic Development

Economic
Performance

High and Sustainable Quality of Life

Social Environmental
Performance Performance
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4 WHERE WE STAND TODAY

Key Highlights

The rate of population growth has been much lower than was anticipated in the original 2001 Outlook, a
consequence of out-migration—many of whom are Inuit.

Graduation rates climbed dramatically in the most recent school year. Should this be a permanent trend, it
would mark an important shift in Nunavut’s human capital outlook.

Nunavut’s health status continues to lag far behind the rest of the country. Attention to public health and
social conditions must intensify not only to improve health status but to support economic development in
Nunavut.

Accountability and quality care are the new emphases for health systems around the world. Nunavut should
be no different. It will need to ensure its investments are put toward measurable targets that can be re-
ported back to its citizens.

The growth in personal income on a per capita basis after accounting for inflation has stagnated in recent
years, but perhaps a more pressing issue is the low median income in Nunavut which can be an indicator of
a greater separation of rich and poor.

After benefiting from arise in federal support for infrastructure for the past three years, Nunavut stands to
see a 50 per cent cut in its public infrastructure spending. The GNs capital budget will be further constrained
as a result of mismanagement of funds by the Nunavut Housing Trust.

In Nunavut, government has a far greater influence in shaping the growth of society than one might find
elsewhere. For Nunavummiut to achieve their ultimate goal of a high and sustainable quality of life, a well-
functioning and responsive government is imperative. The recent GN Report Card has suggested that this is
an area that requires immediate attention.

In this year’s Outlook, we looked at the impact of climate change on shipping through the Northwest Pas-
sage. It will be many years before the Arctic Ocean has an ice free summer. Nevertheless, the Northwest
Passage is becoming more attractive for marine transportation, but shippers will be hesitant to schedule
regular traffic until greater certainty exists in the year-to-year ice conditions.

The Government of Nunavut introduced a new strategy in 2009 called Tamapta. It is a departure from past
strategies in that it emphasises social and environmental objectives over economic ones.



4.1 HUMAN CAPITAL

Human capital is often thought of as the available labour,
more specifically, the education, skills and aptitudes of the
labour force as it relates to the wage economy. But in its
truest sense human capital is much broader. Human capital
is the overall capacity in terms of health, knowledge, educa-
tion, and skills of people to be productive whether they are
participating in the wage economy, active in the land-based
economy, volunteering or supporting the family, or pursuing
education (traditional or western) or training opportunities.
Without sufficient levels of human capital, productive activi-
ties cannot be performed thereby reducing a society’s
chance of achieving a high and sustainable quality of life.” A
study by Statistics Canada looking at 14 industrialised coun-
tries found that investing in human capital, such as educa-
tion and skills training, “is three times as important to eco-
nomic growth over the long run than investing in physical
capital.”™

An important aspect to the study of human capital is the
ability of people to cope with and adapt to change; that is,
an assessment of a society’s vulnerability to change. Vulner-
ability is an issue that spans all four forms of capital. For in-
stance, a community’s infrastructure can be vulnerable to
the effects of climate change. Similarly, a community’s or-
ganisational capital, in particular, its social cohesion can be
vulnerable to the effects of rapid industrial development.
Over the next ten years, Nunavut’s human capital will con-
tinue to face tremendous pressures and will have to endure
considerable change. These changes include that of a rapidly
expanding economy, growing social pressures from the age-
ing youth population, the effects of climate change, and
technological pressures such as the growing access and use
of the Internet. The ability of Nunavummiut to deal with and
ultimately leverage the opportunities embedded in these
changes is critical for Nunavut’s future prosperity.

In this section, the essential components of Nunavut’s hu-
man capital are studied. The purpose is to understand how
and where changes have occurred since the original Nuna-
vut Economic Outlook was written in 2001 and to assess ar-
eas where Nunavut’s human capital is most vulnerable to
these changes.

4.1.1 Demographics

Nunavut’s estimated population as of July 1%, 2009 was
32,183, up 5,363 since the Territory was established in 1999.”
This represents an average annual growth of 1.8 per cent®
over the past ten years. This is not the type of growth pre-
dicted ten years ago. The combination of high fertility rates
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and the young population were expected to push the level
we have today by 2006. Instead, a steady flow of Nuna-
vummiut to other regions of Canada over the past five years
has stymied the population’s advance (see Figure 4-1).

Figure 4-1
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Source: Statistics Canada, CANSIM Tables 051-0001, 051-0052, and Spe-

cial tabulations; Nunavut Bureau of Statistics.

4.1.1.1  Source of Demographic Changes

There are three sources of demographic change: births,
deaths, and migration. Births minus deaths equal the natural
rate of population growth. Migration includes the move-
ment of residents to and from other parts of Canada and the
world.

In Nunavut, the number of births reached an all-time high in
2009 eclipsing the 800 mark for the first time with 801 ba-
bies born in the Territory. The new record is the result of
fertility rates that remain substantially higher than the na-
tional average (see Figure 4-2).

Figure 4-2
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Source: Statistics Canada, CANSIM Table 102-4505.
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In 2007, the last year for which data is available on fertility
rates, Statistics Canada calculated the number of births for
every 1,000 females aged 15 to 19 at 117, 195 for females aged
20 to 24, and 125 for females aged 25 to 29. Contrast this
with the average across Canada, where the teenage birth
rate equals 14 per 1,000 females below the age of 20, 53 for
females aged 20 to 24, and 102 for females aged 25-29. Over
their lifetime, women in Nunavut will have an average of
2.96 children whereas the average for all women in Canada
is 1.66.

Without an immediate reduction in fertility rates, the num-
ber of births in Nunavut will continue to grow. There are
more females aged o to 14 than there are 15 to 29, which will
ensure a growing number of females of child-bearing age for
years to come. (see Figure 4-3).

Figure 4-3
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The demographic profile of a region changes slowly, how-
ever. In the past ten years, the percentage of Nunavut’s
population between the age of 0 and 24 has dropped by 3
per cent, while the number of Nunavummiut aged 60 years
and older has increased by 1 per cent (see Figure 4-4).

Thus, the description of Nunavut’s demography in this 2010
Nunavut Economic Outlook is very much in line with what
was said in the 2001 version. That is:

e the population is very young

e thelarge cohort of young people entering school and
then the labour force will bring new and greater
pressures to Nunavut’s economy, infrastructure and
public services

e
€

3

D&

e this age cohort will change the social and cultural
dynamics within Nunavut through their exposure to the
world outside Nunavut, through schooling, and the

Internet.
Figure 4-4
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Source: Statistics Canada, CANSIM Table 051-0001.

The last component of demographic change is migration.
Nunavut loses people to other parts of the country almost
every year (see Figure 4-5 on the following page). There
have only been three years in the past 18 where this was not
the case—2000 to 2002. These years coincide with the first
three years of Nunavut’s existence.

One would think that economics is the main influence for
people’s decision to relocate. The period 2000 to 2002 was
certainly characterised by strong economic growth. How-
ever, so was the period 2006 to 2008, when the real econ-
omy grew by almost 20 per cent. Yet the twelve-month pe-
riod starting July 1, 2007 ending June 30, 2008 saw a record
net outmigration of 290 people from Nunavut. If this is the
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start of a worsening trend, Nunavut will have to learn more
about the characteristics of the people leaving.

Loosing people through outmigration during times of eco-
nomic growth is a similar experience to the one in the
Northwest Territories, where the economy has had a decade
of strong economic activity and yet has lost people through
migration in 12 of the past 15 years. There has been some
survey work in that region to understand what motivates
people to relocate. That survey found that the cost of living,
distance from other family members and climate play very
large roles in peoples’ decision to leave the North.™ In this
survey, some 44.6 per cent of the mine workers responded
that they are likely or very likely to consider leaving the Ter-
ritory in the next year because of these and other factors.

The assumption that Canadian labour is attracted to the
NWT or Nunavut because of the high wages may no longer
hold. The suggestion by the survey results is that the pace of
wage growth across the territories has not kept up with that
of the rising cost of living. It will be important to monitor the
demand for southern labour in the coming years and its af-
fect on the northern workforce.

Has the incentive for labour to move north decreased to a
point where it cannot attract needed resources?

And just as critical, are the incentives for northern workers
to relocate to the south grown to the point where outmigra-
tion of qualified “home-grown” labour will become a chal-
lenge?

4.1.2 Education
Perhaps the single greatest challenge facing Nunavut’s fu-
ture wealth creation is ensuring the generation of young

2010 NUNAVUT ECONOMIC OUTLOOK

Nunavummiut graduate high school with an education that
provides them with the necessary tools to succeed.

There have been some improvements in education over the
past ten years. The number of graduates has been increasing
on a consistent year-over-year basis (see Figure 4-6). The
trend made a noticeable change starting in 2005 and has
continued since then.

Figure 4-6
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The graduation rate is also improving (see Figure 4-7). The
most recent data suggest the 2008-09 school year saw the
graduation rate rise to 39 per cent.” Improvements of this
magnitude are needed for several years. For now though,
the trend is at least in the right direction.

Figure 4-7
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Source: GN Department of Education, Statistics Canada Demography
Division.
Note: *Graduation Rate is the percentage of graduates each year di-

vided by the average of population aged 17 and 18.
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Success in increasing the number of high school graduates
has many benefits related to improved human capital, but
also has the effect of improving future graduation rates
since educated parents are more likely to insist their children
complete their schooling. Thus, the noticeable improve-
ments over the past five years give some credibility to as-
sumptions that the graduation rates will continue to grow
into the future.

There are different methods used to measure graduation
rates. The approach adopted by the Department of Educa-
tion and highlighted here is a common one where the num-
bers of graduates is compared to the average number of
residents aged 17 and 18. This method offers a consistent
and easily calculated measure and has become the standard
in provincial jurisdictions. It is not a perfect method for Nun-
avut, however, where a large number of students require
additional years to graduate (see Table 4-1).

Table 4-1

Age of Graduates, 2006-07 to 2008-09

<17 17 18 19 20 21 22+ Ave.

2006-07 2 37 61 39 20 7 25 19.5
2007-08 1 42 64 38 18 14 32 20
2008-09 4 35 85 44 38 13 28 19.6

Source: GN Department of Education

To address this shortcoming, we can also look at the number
of high school graduates between the ages 20 to 24 and
compare that number to the number of residents in the
same age cohort (see Figure 4-8). This information is col-
lected through the Canadian Census every five years, with
the last survey conducted in 2006. There are still issues with
this indicator though. It too misses a portion of late gradu-
ates, though the proportion would be smaller. Using data
from older age cohorts such as 25-34 addresses this issue,
but introduces other biases such as the number of migrants
to Nunavut who arrive with a high school diploma.

Not surprisingly, government spending on education has
risen steadily over the past five years (see on the following
page). It will exceed $200 million for the 2010-11 fiscal year. A
more informative indicator is the total operating cost for
education compared to the number of

Figure 4-8
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Source: Statistics Canada 2006 Canadian Census.

children accessing these funds after accounting for the ef-
fects of inflation (see Figure 4-10)."® This statistic shows a
slow but steady increase in real spending per student with a
deviation during the 2008-09 fiscal-year when spending
dropped by $10 million, which, when combined with higher
prices and more students, lowered the real per capita spend-
ing by $1,400.
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CANSIM Table 51-0001, Impact Economics.

4.1.3 Health and Social Well-being
Health is an important contributor to wealth and happiness

not only at an individual level but for the population a whole.

A healthy workforce is a productive workforce. As Nunavut’s
economy develops so too must the health of its population.

Previous Nunavut Economic Outlooks have noted that there
will be increasing pressure on Nunavut to expand its acute
care services. But given its limited financial resources and
the need for cost-effective investments, the wisest spending
will be spending that benefits the largest population as early
as possible to prevent more debilitating problems later in
life that are more expensive to treat.

2010 NUNAVUT ECONOMIC OUTLOOK

We see some constructive efforts to improve public health
services and prevent illness in Nunavut. Its commitment to
improve public health and build capacity to do so can be
seen through the creation of several important strategies
such as a new Public Health Strategy, a Maternity and Early
Childhood Health Strategy, and work on a new overall
Health Strategy that would have these two as their corner-
stones. While the results may not be seen for some time, the
health and economic benefits of actions taken based on
these strategies over the long-term will be significant.
Strong leadership will be required to maintain this focus and
to ensure funding continues to be directed to these areas.

4.1.3.1 Health Status

Each Outlook provides a list of health indicators to show the
health status of Nunavummiut. This edition includes some of
the traditional indicators used in previous reports” as well as
some new indicators of relevance to Nunavut (see Table
4-2). The forthcoming results of the Inuit Health Survey will
no doubt provide much greater insight into the health status
of Nunavummiut.

The citizens of Nunavut continue to fare poorly on most
health status indicators in comparison to other Canadians.
Life expectancy remains 10 years below the national average
for males and 12 years lower for females. Likewise, infant
mortality which is the death rate for infants below the age
of one, continues to be more than double the national rate.
The poor results on these key indicators continue to be a
black mark for Canada and are arguably one of the most
significant displays of health inequities existing today.

The death rate for the most common causes like lung cancer
show dramatically higher rates for Nunavummiut than the
Canadian average. The notable exception is heart disease.
This continues to be a bright spot in Nunavut’s health status
and is likely attributable in part to many people still consum-
ing heart healthy country food. When asked to rate their
own health status—self-rated health status—Nunavummiut,
particularly males, are less likely to rate their health “very
good” or “excellent” compared to the Canadian average.

Table 4-2 includes several behaviour related indicators such
as tobacco use and level of physical activity. These indicators
are significant because changes in behaviour can lead to
improved health. Tobacco use in Nunavut continues to be
significantly higher than the Canadian average. Furthermore,
a 2008 survey by Statistics Canada found that Nunavut had
the highest percentage of non-smokers exposed to second-
hand smoke at home (17.6%). This figure is calculated for
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people aged 12 years or older and does not include younger
children.

Prevention efforts are complicated because Nunavummiut
may not be getting enough assistance to improve healthy
behaviours. For instance, less than half of all Nunavummiut
had contact with a family doctor in the past 12 months. Simi-
larly, there remains a shortage of Nunavummiut nurses that
was chronicled in a recent report by Nunavut Tunngavik Inc.
The Department of Health and Social Services has faced a 30
per cent to 40 per cent nursing vacancy rate since 1999."

Table 4-2

4.1.3.2 Health Care System

All three territories, including Nunavut, spend more than any
other province on health care per person (see Table 4-3).
This is largely a result of having small populations living over
a large geographical territory. Furthermore, government
funded care continues to play a larger role in the territories
than in the provinces where there is more private funding.
This is due in part to limited wealth and access in the territo-
ries to purchase uninsured services such as out-of-hospital
drugs and services provided by other health professionals.

Select Health Status Indicators for Nunavut and Canada—Iatest available figures

(figures in parentheses are from the 2001 Nunavut Economic Outlook for comparison purposes)

Nunavut Canada
Life expectancy at birth, males, (2005-2007) 67.2(68.3) 77
Life expectancy at birth, females (2005-2007) 70.2 (71.3) 82
Infant mortality rate (per 1,000 live births) (2005-2007) 12.1(17.9) 5.0
Low-birth weight rate (percentage of live births less than 2,500 grams) (2005-2007) 7.6 (7.4) 6.0
Deaths (Age-standardized rate per 100,000 population, 2000-2002)
- All cancers 414.6 179.1
- Lung cancer 247.9 47-3
- Ischaemic heart diseases 79.7 11.2
- Cerebrovascular diseases 1.7 48.7
- Respiratory diseases 259.6 47.3
- Unintentional injuries 62.4 25.6
- Suicides and self-inflicted injuries 80.2 1.3
Self-assessed health status, male, (% reporting very good or excellent health) 42.3 60.7
Self-assessed health status, female, (% reporting very good or excellent health) 51.6 60.3
Self-rated mental health, males (% reporting very good or excellent) 72.7 74.5
Self-rated mental health, females (% reporting very good or excellent) 68.3 73.2
Cigarette smoking, (% of daily or occasional smokers age 12 and over) * 62.3 22.1
Percentage of non-smokers regularly exposed to second-hand smoke at home 17.6 6.2
Leisure time physical activity, males (% moderately active or active) 55.8 56.4
Leisure time physical activity, females (% moderately active or active) 42.0 48.7
Adult body mass index (Age 18+) (30 and greater) 2008 27.7 17.2
Percent of males that had contact with a medical doctor in past 12 months 49.1 74.4
Percent of females that had contact with a medical doctor in past 12 months 64.4 86.4
Source: Statistics Canada, Canadian Institute for Health Information
Note: * Data for Nunavut’s 10 largest communities
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Table 4-3 also provides health expenditures per capita that is
standardized for age and sex; that is, adjusted so that Nuna-
vut has the same age structure as the Canadian population.
Under such a scenario, Nunavut’s health care costs would be
much higher due to the fact that the rest of the country fea-
tures a much older population than Nunavut leading to
higher health care costs. Nunavut’s younger population
however reduces the demand for more costly specialized
health care.

Increasing health care costs has been a major preoccupation
of provincial and territorial governments. Health care spend-
ing increased in Canada by 6.6 per cent between 2007 and
2008. In recent years, Nunavut has been able to contain
health care costs. Health spending increased by 1.2 per cent
during this period according to figures compiled by the Ca-
nadian Institute for Health Information. While the rate of

Table 4-3

Health Expenditures by Province and Territory, 2009
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increase in health care spending is expected to decrease
over the next few years, health care systems in Canada will
be challenged to control health care costs.

The big three components of health care spending for most
jurisdictions are hospitals, drugs and medical services. How-
ever, as shown in Table 4-4, Nunavut spends much less on
these services and more on public health and “capital and
other health”. This latter component includes medical travel,
which is a major cost of Nunavut’s health care costs. It is not
expected that Nunavut will develop its own highly special-
ized health care system, which cannot be supported by such
a small population. However, there are instances whereby
some strategic investments can help save money. These
include telehealth services and preventive medicine. Nuna-
vut recently received its first resident paediatrician in Iqaluit
resulting in fewer children needing to be sent south for care.

. . . Spending . Spendil?g Spendil?g Public
Province/ Spending Spending . Spendingas  per capita per capita .
Territory (¢ Billions) per capita per capl;ca a % of GDP (Public (Private spending as

(2007) % of total
dollars only) dollars only)
Nunavut 0.4 11,811 13,789 25.8 11,009 802 93.2
NWT 0.4 9,906 9,225 8.3 8,211 1,695 82.9
Yukon 0.3 8,013 5,602 13.8 6,257 1,757 78.1
BC 23.3 5,254 3,119 12.3 3,771 1,483 71.8
Alberta 22.0 6,072 3,834 8.2 4,416 1,656 72.7
Saskatchewan 5.9 5,813 3,255 9.9 4,426 1,387 76.1
Manitoba 7.0 5,812 3,379 14.0 4,293 1,520 73.9
Ontario 72.3 5,530 3,161 12.7 3,712 1,818 67.1
Quebec 38.1 4,891 2,776 12.7 3,491 1,400 71.4
New Brunswick 4.1 5,506 3,141 15.0 3,857 1,649 70.1
Nova Scotia 5.5 5,841 3,143 16.1 4,055 1,786 69.4
PEI 0.8 5,768 2,870 16.7 4,203 1,565 72.9
Newfoundland
and Labrador 3.0 5,969 3,570 10.3 4,491 1,479 75-2
Canada 183.1 5,452 3,159 1.9 3,829 1,623 70.2
Source: Statistics Canada, Canadian Institute for Health Information
Note: * standardized for age and sex
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Since the last report, the Government of Nunavut has re- Both the Public Health Strategy and the Maternal and New-
leased two new public health related strategies: born Strategy place emphasis on healthy children and fami-

lies which makes sense given Nunavut’s demographics and
the significant effect that investments in children can have
over the long term. Starting off in life healthy can lead to
savings down the road and a more productive workforce
and society.

e Developing Healthy Communities — A Public Health
Strategy for Nunavut 2008-2013; and,

e Nunavut Maternal and Newborn Health Care Strategy
2009-2014.

As stated in the Public Health Strategy document, “the pri-
mary purpose of the public health component of a health
system is to promote and protect health and prevent dis-
ease and injury.” Public health programs include measures
aimed at improving the health of populations such as immu-
nization, prevention programs, well-baby clinics, and anti-
smoking campaigns. Taking action to prevent and control
disease outbreaks such as H1N1in 2009-2010 and most re-
cently, an increase in tuberculosis cases requires strong
commitment, organization, and coordination up front to
prevent major long-term illnesses.

The development of these strategies and subsequent action
plans are sound starting points—but they are only that. The
next step involves committing financial and human re-
sources to implement strategies at the community level.
Consideration should be given to keeping the objectives and
implementation efforts of the various strategies simple and
coordinated. Furthermore, given Nunavut’s limited re-
sources, it will require a strong grass-roots community ap-
proach that relies on traditional Inuit supports and re-
sources—otherwise it may not be possible to implement
them effectively.

Table 4-4

Total Health Expenditures by Use of Funds, Percentage Distribution, 2007

Province/ Institutional Professional . Capital and

Territory services services Drugs Public health other health
Nunavut 39.9 13.7 5.2 1.7 29.5
NWT 50.8 16.5 6.4 9.3 17
Yukon 39.3 16.6 10.1 17.7 16.3
BC 35.3 27.8 13.4 6.3 17.2
Alberta 36 24.5 13.2 9.5 13.4
Saskatchewan 40.9 21.6 14.5 9.6 13.4
Manitoba 42.9 21.6 13.8 6.8 14.9
Ontario 35.9 25.9 17 7.3 13.9
Quebec 42 20.7 20 4 13.3
New Brunswick 45.7 20.7 16.9 3.3 13.4
Nova Scotia 45.4 21.7 17.8 3.5 1.6
PEI 45 20 16.2 4.6 14.2
Newfoundland and Labrador 51.7 18.1 16.5 3.4 10.3
Canada 38.4 24.1 16.5 6.6 14.4

Source: Statistics Canada, Canadian Institute for Health Information
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4.1.3.3 Social Conditions and Well-Being

Nunavut’s prosperity and economic development are deeply
interconnected with its social development. Tamapta, the
Government of Nunavut’s most recent five-year vision for
the development of the Territory, identifies elements of a
high quality of life and places priority on improving the stan-
dard of living for Nunavummiut as well as having healthy
citizens and self-reliant communities. To achieve this vision,
work is now underway to define a minimum standard of liv-
ing for all Nunavummiut.

Table 4-5 provides a sample of social development indica-
tors for both Nunavut and Canada. This sampling shows that
many fundamental issues are present in Nunavut that will
affect any progress on social development including the lack
of adequate housing, food security and income security:

¢ Nunavut has almost double the percentage of lone-
parent families than the Canadian average;

e There remains a serious overcrowding problem in
homes which leads to greater spread of diseases and in-
fections and poor sleeping conditions;

e Many households in Nunavut suffer from food insecu-
rity.

Food security, as defined by Statistics Canada, exists in a
household when all people, at all times, have access to suffi-
cient, safe and nutritious food for an active and healthy
life.” Conversely, food insecurity occurs when either food
quality or quantity are compromised, typically as a result of

Table 4-5
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limited financial resources.* Two surveys conducted during
2007-2008 found food insecurity to be a serious problem in
Nunavut. The Canadian Community Health Survey reported
that almost one-third (31.9 per cent) of Nunavut households
indicated food quality and/or quantity were compromised
usually due to limited financial resources compared to only
7.7 per cent nationwide. The survey found that lone-parent
families, which as previously mentioned are more common
in Nunavut than elsewhere, had the highest incidence of
food insecurity.” The Nunavut Inuit Child Health Survey
(2007-2008) also found a high incidence of food insecurity in
Nunavut with nearly 70 per cent of Inuit preschoolers (aged
3-5 years) residing in households rated as food insecure.”

Social conditions in Nunavut will be slow to improve. As
Nunavut’s deputy chief medical officer recently commented
on the highest number of yearly tuberculosis cases seen in
more than a decade: “Issues of poverty really underlie a lot
of the high rates of TB, and they’re really beyond the control
of the health department. They involve a long-term invest-
ment. There’s no quick-fix solution.”*

Clearly, Nunavut’s poor social conditions affect health out-
comes as well as opportunities to participate in the growing
economy. Some may argue that more economic develop-
ment is needed to support improvements in social develop-
ment. However, improvements in social development may
be needed first to ensure Nunavummiut are able to be more
actively involved in their own economic development.

Select Social Development Indicators for Nunavut and Canada

Social Indicator Nunavut Canada
Dependency Ratio® 82.1 59.2
Sense of community belonging (% indicating very strong or somewhat strong belonging) 85.3 65.4
Lone parent families 27.6 15.9
Average number of persons in household (2006 Census) 3.7 2.5
Dwellings with more than one person per room - % of total occupied private dwellingsb 18 1.5
Household food insecurity, 2007-2008¢ 31.9 7.7
Property crimes per 100,000 population (2007) 4,133 3,320
Violent crimes per 100,000 population (2007) 7,164 930

Source: Statistics Canada

Note: ‘a’ The ratio of the combined population aged between 0 to 19 years old and the population aged of 65 years and over to the population aged be-
tween 20 to 64 years old. This ratio is usually presented as the number of dependents for every 100 people in the working age population.
‘b’ A 'room' is an enclosed area within a dwelling which is finished and suitable for year-round living (e.g., kitchen, dining-room, or bedroom)

‘c’ Percentage of households indicating food quality and/or quantity are compromised usually due to limited financial resources
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4.1.4 Income and Wealth

Financial wealth is fundamental to the advancement of hu-
man capital. It is from financial wealth that individuals, fami-
lies and communities are afforded the opportunity to make
choices. In economics, more choices equates to more free-
dom. Greater and more secured sources of income can raise
the standard of living for families, providing the opportunity
to improve the quality of their homes and possessions. It
gives people a chance to make healthier life decisions such
as the quality of food purchased, or the recreational activi-
ties in which their children can participate. Financial wealth
allows family members the opportunity to attend college or
university. Financial freedoms limit the need for additional
sources of income and increase the time available to spend
with one’s family, to relax, to participate in the land-based
economy or to volunteer in the community. Financial wealth
also offers the opportunity for families to save. These in-
creased freedoms are an important component within our
definition of a high and sustainable quality of life.

This being the case, a typical goal for society is for everyone
to become wealthier and thus increase their economic, so-
cial and political freedoms. A necessary step in achieving this
goal is the elimination of poverty and growth in a strong
middle class. Achieving this goal requires a strategy of eco-
nomic growth, taxation, income support, and social spend-
ing. But unfortunately, such a strategy has proven to be
quite complex. How income is distributed, or perhaps more
to the point, how income is redistributed, can have signifi-
cant implications for future economic growth and directly

Exhibit 4-1

(distribution of wealth amongst population)

effects a society’s ability to eliminate poverty and ultimately
to make all its citizens wealthier.

In Exhibit 4-1, a society might want to move from Scenario A
where there are few rich and many poor (a scenario that is
often found in poor developing countries) to Scenario B
where there is no rich or no poor. This scenario would be
appealing to 80 per cent to 90 per cent of those living under
the regime depicted in Scenario A since it offers the greatest
assurance that poverty would be eliminated. The challenge
in eliminating poverty in this manner is that one risks penalis-
ing education and discouraging entrepreneurship that
would otherwise be key ingredients to a region’s future
prosperity and thereby eliminating the possibility of every-
one becoming wealthier.**

Canada is best described by Scenario C where extreme pov-
erty is addressed principally through the taxation of its
wealthiest citizens, leaving a large middle class. Whether or
not this is the best approach to achieve our nation’s goals is
a separate debate.

The point for Nunavummiut is that they have some control
over how to reward those with greater education, skill, in-
genuity, and luck and how to treat those with low educa-
tion, poor health, few skills and no luck. The question of in-
come distribution will become increasingly important as the
Nunavut economy grows and the disparity between rich and
poor widens.
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How should Nunavut treat those that are unready, unwilling, Figure 4-11
or unable to participate in a growing wage economy?

Should the reasons for not participating put individuals into (percent of total personal income, $ millions)
different categories of support?

Income (excl. transfers)

For example, should someone unable to participate (per- mmmm Transfers from government
haps due to mobility) be treated the same way as someone @smmm Personal income
unwilling to participate (perhaps due to a preference of the — 1,200
lifestyle provided through government support)? % 1,100
What are the options for anyone who cannot be helped by E 1,000
programs geared toward workforce readiness? g 900 %
There is a strong argument for the role of the economy in E 800 &
assisting the less fortunate. It is in times of great economic % 200
opportunity that people outside the workforce can be 2 i
brought in. But this will not always happen without govern- 0% m' o N m' w' m' ° ' '\' o 600
ment intervention to help this form of inclusion. The chal- 8 § § g 8 8 8 § 8
lenge is to intervene in a way that doesn’t stifle the very oo toenn "
economy that is providing the opportunities. Once in the
workforce these newcomers are often the greatest champi- Source: Statistics Canada CANSIM Table 382-0012
ons for a continuation of the economic growth since they
are the most vulnerable to be returned to their previous
socio-economic state should the economy collapse. History Figure 4-12
provides evidence of the rise of a middle class as a key to
social inclusion and wealth distribution.”

(nominal, per capita and real per capita growth)
4.1.4.1 Latest Data on Income and Wealth 160
At first glance, it would appear income levels and overall :Egsc(;?)?iamcome /
wealth of Nunavummiut have improved consistently over L per capita /5/
the past ten years, with 2007 being one deviation. The 2008 5 140 - e real per capita (Canada)
Nunavut Economic Outlook included some statistics from 2 P
the 2006 Census that showed this to be the case. From 2000 a 130 // ~~
to 2005, there was a marked increase in real family income.® é 120

c

In Figure 4-11, one can see that wages and salaries, income
from self-employment and investment income (income ex-

110 A

100 -
cluding transfers) has been growing as a share of total per-
sonal income. This suggests that Nunavummiut are becom- 90 — T T T T T T T
ing less dependent on income support. Initial estimates of 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

income for 2009 show that wages and salaries increased
that year as well but at a minimal rate—no doubt the result
of recession and its impact on some areas of the economy.

Source: Statistics Canada CANSIM Table 382-0012 and 384-0036.

Tracking the increase in nominal income does not give a true tion). Therefore, the growth in personal income should take

into account changes in the real value of money and the
changes in population (see Figure 4-12).

perspective on the changing wealth of Nunavummiut. The
sole purpose of money is its purchasing power; that is, what
it affords. It is also important to consider how the change in

income compares to changes in population. Should the Taking these additional factors into account changes the
growth in population outpace that of income, it means that picture of income growth considerably. Figure 4-12 presents
there is less money per person (assuming an even distribu- the data indexed to 1999. Since that time, nominal personal
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income has grown by 56 per cent. Relative to population
growth, income growth has equalled 32 per cent. Consider-
ing population and inflation, the growth in personal income
is just 11 per cent. More interesting is that when viewed
through these additional lenses, there has been no im-
provement in real per capita income since 2002 and real per
capita income has declined since its peak in 2004-05.

One must remember that during the period from 2004 to
2007 Nunavut’s economy performed badly and we can now
see the results in the data. Nunavummiut suffered a real
setback in terms of their wealth. In 2008, there was a re-
bound as economic activity began to pick up only to suffer
an additional setback in 2009.

The stagnation in growth in real income for the past several
years is a concern, but more important is the low median
income. Data from the last Census, which is now 5 years old
and therefore should be viewed with some caution, shows
the average income in 2005 was $34,182 for persons 15 years
and older who reported income compared to the Canadian
average of $35,498. The median income that year was
$20,982 whereas it equalled $25,615 across Canada. Only
Newfoundland and Labrador reported a lower median in-
come, but shows by far the greatest discrepancy between
the mean and median income. This can be viewed as an indi-
cator of the level and extent of income disparity. More work
is necessary to determine how median income has evolved
since 2005 and how it links to changes in poverty levels.

Without any real improvements in overall income levels and
some closure in the gap between the mean and median in-
come levels, society will not reach its goals of a high and
sustainable quality of life. More to the point, static wealth
typically means that there is little chance for positive social
change—people who are afforded few economic, social or
political freedoms have little opportunity to improve their
circumstances.

4.2 PHYSICAL CAPITAL

Physical capital is most often defined as infrastructure or
physical assets. This includes all forms of infrastructure from
housing, to schools and hospitals, roads, communication
networks, marine and airport facilities, municipal works,
community, office and retail buildings and more. Though
physical capital is sometimes referred to as economic capital
this term can be easily misinterpreted since many of the ex-
amples of infrastructure listed above serve objectives be-
yond economic ones.

In addition to the physical assets, physical capital includes
investment capital. This can be in the form of savings ac-
counts, ready access to credit, and even fiscal surplus. Ready
access to money is an important contributor to the devel-
opment of a society. It is the means by which a society can
make choices—the more money held within a society, the
more choices it has available. More choice translates directly
into greater freedom whether economic, social or political.

4.2.1 Housing

Shelter is one of life’s basic requirements. It is believed by
many working in the area of population health that housing
deprivation can negatively influence social and economic
performance given its central influence on people’s lives.”
Adequate housing lowers a community’s vulnerability to
economic, social or environmental changes and provides the
basis from which a society can build healthy and more self-
reliant communities.

Nunavut’s housing stock was 9,041 as of 2009 (see Table
4-6). Through the Nunavut Housing Corporation the territo-
rial government maintains approximately 4,200 public hous-
ing units, 1,342 staff housing units, and holds mortgages for
500 homeowners.?® The remaining units are privately held,
administered by other levels of government, or the Nunavut
Arctic College.

From 2000 when the Nunavut Housing Corporation (NHC)
was created to the end of the 2010 construction season, the
government will have constructed approximately 1,150 new
public housing units—430 came in the first six years with the
remaining 725 constructed since 2006. The jump in construc-
tion is a result of the $200 million federal government
northern housing program. Another $100 million was added
to the program in 2009 that will allow for the construction
of 285 additional units in the next two years. Over the NHC’s
12 years of operations (including the 2011 construction sea-
son), the corporation will have built an average of 120 units
annually.
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Table 4-6
Current Housing Stock 9,041
Government-owned Homes 4,183
Government-leased Homes 1,359
Government-backed Mortgages 500
% of Population Living in Public Housing 54%

% of Population Living in Public Housing

that are Inuit 99%
Nunavut Housing Trust (NHT) Fund $200m
NHT Units (2006-07 to 2009-10) 725
Latest Federal Housing Money $100 m
Planned new units (two-year timeframe) 285
Annual Cost of Maintenance per Unit $21,950
Nunavut Housing Corporation Budget $183 m
(incl. other expenses) 2010-11

Nunavut Housing Corporation Budget (% 15.3%

of overall government spending)

Source: Nunavut Housing Corporation 2009-10 Business Plan, Nunavut

Housing Trust, Government of Nunavut Main Estimates 2010-11

4.2.1.1  Current and Future Dependence on Public Housing
Earlier editions of the Nunavut Economic Outlooks have
highlighted

e the uniqueness of Nunavut’s housing market,

e the strain that public housing places on public finance,

e theissue of overcrowding in some homes,

¢ thelong wait-list for new units, and

e the economic, health, and social consequences of the
housing status quo.

These highlights should be thought of as a permanent de-
scription of the Nunavut public housing market unless sig-
nificant changes can take place. More public and private
sector homes are needed. This new stock of public housing
will reduce some of the pressure for public housing from the
existing overcrowded units and from a fast growing popula-
tion, but will not be enough to eliminate the demand.

What is troubling about the supply and demand conditions
for public housing from the perspective of economic plan-
ning, public finance and even poverty reduction is the pros-
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pect of there being no end in sight to the growing demand
for public housing. The reality of the situation is that the
Nunavut Housing Trust could be given twice the amount it
actually received and there would still be demand for more
housing. The endless demand means government’s annual
construction of public houses cannot stop. This draws funds
away from other areas of need and adds to the overall op-
erations and maintenance budget.

Efforts to reduce demand have had some success, such as
those efforts to encourage home ownership through finan-
cial incentives and eliminating housing as a part of the com-
pensation package for government jobs. However, grander
initiatives are needed if the existing trend is to be broken,
especially outside Iqaluit. If not, the next twenty years will
see the size of Nunavut’s public housing stock grow to an
increasingly unmanageable number and yet demand for
more will still exist. Moreover, a lack of housing will only
lead to more Nunavummiut leaving the Territory.

So the question is how is this dependence on social housing
going to change?

Indeed, this is not a new question for Nunavummiut nor is it
one that has not been studied and discussed at length by
the key stakeholders involved. It nevertheless requires an
answer.

To reduce dependence on social housing will require nu-
merous and broad-based changes to occur, most of which
fall well outside the reach of the residential construction
industry or the Nunavut Housing Corporation. A very basic
list of some of the changes that are needed include

e greater financial independence amongst an increasing
number of Nunavummiut—this would require a
stronger wage-based economy with an increased
number and variety of job opportunities and improved
education, skills and mobility of Nunavut’s labour force

e astronger and more competitive private-sector
residential construction industry

e continued and possibly greater incentives (positive and
negative) to encourage home ownership

e more stringent social housing rules and regulations

In truth, Nunavut is doing something in all these areas. The
Territory is opening the economy to resource development
in an effort to create jobs and increase wealth, the govern-
ment has renewed its focus on the principles of good gov-
ernment though its action plans described in Tamapta; that
is, being the central provider of quality education, health
and social services, and has in place mechanisms that has
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the cost of rent for public housing increase to market rates
as tenants income crosses an established threshold.

But population projections show that these actions may not
be enough. The number of individuals and families on the
waiting list for social housing is not decreasing at a pace
equal to that of new construction. And it is also reasonable
to conclude the list of challenges will not be overcome in the
short to medium term, especially in communities with few
economic opportunities. This leaves some difficult questions
to consider and debate.

Is there an alternate housing market model?

Can Nunavut find a mechanism to provide housing for its
residence in a way that is affordable to government and ac-
ceptable from the perspective of society’s quality of life?

Once removed from a market-based approach, are some
communities better suited to manage their housing needs
differently?

If no alternatives exist, what is the motivation for families to
get into home ownership? How do you deal with risk?

4.2.2 Communications

Communications infrastructure is critical to the economic,
social and cultural progress of Nunavut society. In particular,
readily available access to broadband is now a necessity that
few people in western society can live without. This de-
pendence is a reality in Nunavut for everything from gov-
ernment and private-sector operations, banking and other
financial services, education, health care, personal commu-
nications, shopping and entertainment. Simply put, society
can no longer function efficiently without reasonable access
to broadband. This infrastructure is and will continue to
have a far greater impact on Nunavut society than would
any other investment in transportation or communication
infrastructure.

Ready access to high-speed broadband is an important step
toward the long-term sustainability of Nunavut communi-
ties. Through easy access to the Internet, Nunavummiut,
especially the younger age-cohorts, will gain a new perspec-
tive of the world in which they live. From this new under-
standing, their expectations will heighten—including expec-
tations of their community, their government, their econ-
omy and their education. Perhaps most interesting, the mo-
bility of young Nunavummiut will surely grow as the rest of
Canada and indeed the entire world becomes less un-
known.*

There are a number of different Internet Service Providers
(ISP) in Nunavut, including Northwestel, Netkaster, Ardicom
and SSI Micro. Northwestel offers digital subscriber line
(DSL) which brings broadband in through telephone lines.
This service is currently available in Iqaluit. Netkaster is a
Northwestel service that offers satellite Internet using Tele-
sat’s Ka-Band Technology.* This service requires a satellite
dish attached to one’s home. It allows users in remote loca-
tions to access the Internet without additional infrastruc-
ture. Ardicom is a joint venture between Northwestel, Arctic
Co-op Ltd., and Northern Aboriginal Service Company. It is
primarily a provider of bandwidth to government and busi-
nesses. SSI Micro operates QINIQ, which is a wireless com-
munity-based ISP. It is the only service available in every
Nunavut community, is the least expensive and the most
used. QINIQ is supported by the Nunavut Broadband Devel-
opment Corporation.

The challenge for all ISPs is bandwidth access and manage-
ment. Nunavut relies exclusively on satellites for its Internet
communications. Current satellite infrastructure for the
North is limited and very expensive.

Recent years have seen a steady flow of investments in
broadband infrastructure. Most notable has been the up-
grades for the QINIQ service. Over the past year, over $10
million has been invested in community infrastructure and
increased bandwidth. An additional $9 million will be spent
in the coming year to further enhance bandwidth to ade-
quately provide service to 6,800 users by 2012.%' Additional
bandwidth will be necessary to meet the consumer de-
mands beyond this time period.

The investments in QINIQ are a part of a five-year infrastruc-
ture commitment between the Nunavut Broadband Devel-
opment Corporation, SSI Micro and the federal government.
As a part of these investments, QINIQ will introduce services
for classroom connectivity, large file transfers, audio and
video conferencing, and direct connections with other ISPs
in the larger Nunavut communities.?* These services will
provide additional access and better management of the
available bandwidth.

4.2.3 Public Infrastructure
Public infrastructure is a form of physical capital that im-
pacts all aspects of a society’s performance.
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e  Economic performance is influenced by improvements in
telecommunications, transportation, energy, business
centres such as research parks, and housing.

e  Social performance benefits from investments in
housing, health care facilities, schools, protective
services and equipment (e.g., fire fighting and
prevention).

e  Environmental performance benefits from investments
in such things as waste water treatment, solid waste
disposal, recycling programs, efficient and green
energy, and hazardous waste facilities.

Nunavut faces many infrastructure challenges, but perhaps
none more so than with its public infrastructure. In 1999, the
state of public infrastructure was inadequate for Nunavum-
miut to reach a high and sustainable quality of life. Ten years
later, the Government of Nunavut continues its work to rec-
tify this problem. But in dedicating budgetary resources for
new infrastructure, it must also contend with the need to
replace existing and deteriorating assets. It must bring mu-
nicipal infrastructure up to code, meet the additional needs
of a growing population and an expanding economy, and
faces real threats from climate change that can have catas-
trophic consequences for buildings and roads that depend
on the presence of permafrost.

There was a marked increase in public infrastructure from
2007-08 to 2009-10 fiscal years. After several years where
capital spending averaged approximately $100 million annu-
ally, the government’s capital budget jumped up to the $180
million a year range and in 2009-10 topped $223 million (see
Figure 4-13). Large increases in the Nunavut Housing Corpo-
ration’s budget were responsible for the earlier rise, while
the increase in the most recent fiscal year was the result of
increased capital investment in education facilities and in
community infrastructure.

This three-year rise in spending was heavily influenced by
specific-purpose federal government funding which sup-
ported the Nunavut Housing Trust, and provided community
infrastructure money through the Municipal Rural Infra-
structure Fund, the Gas Tax Fund, the Building Canada pro-
gram and the 2009-10 Federal Budget stimulus money (see
Figure 4-14). These different funds allowed the Government
of Nunavut to proceed with some major capital projects that
would otherwise have been too

2010 NUNAVUT ECONOMIC OUTLOOK

Figure 4-13

Em Health  Education ® Community ' Housing ® Other

250

200

150

]
100

LE . I‘.
50:-— L |

Qo
—
=

($, millions)

2008
09
2009
10r
2010-

2002-03
2003-04
2004-05
2005-06
2006-07
2007-08

Source: GN Capital Estimates 2002-03 to 2010-11

expensive for the government to undertake on its own (see
Table 4-7).

Some of these funding sources will sunset this year while
others will have their budgets reduced. The result is a 50
percent reduction in planned capital spending for 2010-11. A
$60 million cost overrun by Nunavut Housing Corporation’s
on the initial $200 million transferred to the Housing Trust
will further constrain the government’s ability to invest.
Some of the larger projects in this year’s budget are noted in
Table 4-8 on the following page.

Figure 4-14
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Table 4-7

|
Other Funded Infrastructure ‘

Total 3" Party

o millions  per cent
Building Canada Fund

Community Halls, Municipal Offices, $38.0 75%
and Other Municipal Funding

Pigqusilirivvik Cultural School (Clyde $32.2 75%
River)

Airfield Upgrades $10.7 75%

Municipal Rural Infrastructure Fund
Community Halls and Arenas $51.5 71%

Canada Strategic Infrastructure

Fund

Sewage Lagoons, Solid Waste, Wa- $27.3 45%
ter and Other Municipal Services

Gas Tax Fund

Correctional Centre (Rankin Inlet) $39.0 100%

Canadian Mortgage and Housing
Corporation
Modernization and Improvement

$252.7 59%
Retrofit 2

Source: GN Capital Estimates 2009-10

Note: The total cost is that of the program spanning multiple years. For
most programs a large percentage of the total fund has now been
spent (with the exception of the CMHC program which is winding
down over a longer time period). 3™ party funded refers to agencies

other than the Government of Nunavut.

Previous editions of the Outlook discussed the challenges
associated with specific-purpose funding. These programs
have enriched Nunavut’s infrastructure investments to a
level, if sustained over a period of ten to fifteen years, could

have helped eliminate much of Nunavut’s infrastructure gap.

But these specific-purpose funding programs exist for two
or three years and then disappear, meaning the government
must start again with a campaign to attract federal dollars
over-and-above the transfers it receives through the Territo-
rial Formula Financing Agreement. This is a more challenging
task given the current fiscal position of the federal govern-
ment.

Table 4-8

|
Selected GN Capital Projects, 2010-11 fiscal year ‘

Cultural Infrastructure

Nunavut Heritage Centre (Iqaluit) $7.0
Inuksuk High School (Igaluit) $3.4
Peter Pitseolak School (Cape Dorset) $1.0
New School (Sanikiluaq) $5.1
Nunavut Housing Corporation

Staff Housing-Folk School (Clyde River) $2.8
Staff Housing-Correctional Facility $6.1
(Rankin Inlet)

Staff Housing-New School (Sanikiluaq) $1.5
Staff Housing-General $2.0
Homeownership Programs $4.0
Modernization and Retrofit $6.3
Community Infrastructure

Arena (Resolute)* $7.8
Bulk Fuel Storage (Rankin Inlet) $6.5
Bulk Fuel Storage (Pangnirtung) $2.0
Water Systems Upgrade (Kugluktuk) $1.8
Community Hall (Igloolik)* $5.4
Pump House (Baker Lake) $1.4
Justice

Correctional Centre (Rankin Inlet) $16.2

Source: GN Capital Estimates 2010-11
Note: *figure represents GN’s portion of the total. All projects exceed-
ing $1 million are highlighted.

Perhaps countering this, however, is the federal govern-
ment’s current interest in “the North” which has escalated
over the past five years. Melting sea ice has been the instiga-
tor of discussions on increased marine traffic, off-shore oil
and gas reserves, and Arctic sovereignty. The Prime Minister
has made several visits to Nunavut, has appointed the
Member of Parliament from Nunavut to a high profile cabi-
net position, and continues to highlight Arctic issues in the
government’s budget. There is an opportunity here for Nun-
avummiut to leverage this heightened interest in order to
gain funding for key infrastructure investments and other
areas of need. But it should not be assumed that the federal
government’s plans for the Territory are the same as those
of Nunavummiut. In fact, there is a very real possibility that a
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divergence in visions between Ottawa and Nunavut exists. It
will be up to Nunavummiut to promote their vision and in-
fluence the opinions of federal government officials.

4.2.4 Private Infrastructure

4.2.4.1 Industrial Infrastructure
The 2008-09 recession brought with it an end to some

planned industrial infrastructure. At that time, OZ Minerals
were assessing the potential for construction of a road from
Izok Lake straight north to the Arctic Ocean where a port
facility would be built. This had the added benefit of linking
the High Lake deposit, also owned by OZ Minerals at that
time, to the coast. Baffinland Iron Mines was proposing a rail
line from its Mary River iron deposit to a new port facility on
the west coast of Baffin Island in Steensby Inlet. The post-
recession economic realities make these road and port pro-
jects less attractive.

In their place are some alternate infrastructure projects un-
derway or in the planning stages. Construction of a $25 mil-
lion harbour in Pangnirtung is underway. It was proposed as
part of the 2005 Nunavut Small Craft Harbour Report® and
received funding in the 2009-10 federal budget as part of
federal government’s economic stimulus package.

The project is currently in Phase | of a two-phase project.
Current work includes dredging, building a containment wall
and some road infrastructure. Next year will see additional
dredging, the construction of a sealift ramp, a breakwater
and a larger marshalling area.*

The Government of Nunavut has put some money aside to
advance smaller harbour projects in six other communities
identified in the report, but will need federal support to
move these projects to a construction phase. This marine
infrastructure would greatly improve safety in the communi-
ties and would go a long way in improving the in-shore fish-
ery.

The port at Nanisivik is being upgraded by the federal gov-

ernment through the Department of National Defence. This
facility will be a part of Canada’s northern military presence.
It is estimated that $100 million will be spent on this project.

Despite the setbacks in the mining sector, it continues to
offer the best chance for advancing industrial infrastructure
in the Territory. Exploration and mining activities at the
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Meliadine West gold deposit northwest of Rankin Inlet have
continued. This could result in infrastructure investments
from which the nearby community could benefit.

As a part of the preliminary work, the project’s proponents
have mapped out the location of an all-weather road that
will run through Rankin Inlet municipal land and then onto
land owned by the Kivalliq Inuit Association. This road will
provide access to Meliadine Lake where several cabins cur-
rently exist. Plans are underway to construct a bridge to
cross the Meliadine River. The company is also looking for
the construction of a fuel tank farm in Rankin Inlet and to
negotiate the location of a fenced lay-down area.”

Similarly, road and marine infrastructure will be needed for
the Kiggavik uranium project located 80 kilometres west of
Baker Lake. Specific details of this infrastructure are still be-
ing studied. Construction of mining facilities at Hope Bay has
ramped up over the summer months. The current operation
is using a barging facility rather than a full port facility.

Several major infrastructure projects continue to be pur-
sued. The most advanced is the Bathurst Port and Road Pro-
ject. Its supporters plan to apply for permits within the next
two years. This is a large construction project that includes a
port facility at Bathurst Inlet and a road to Contoyto Lake.
The road would offer an alternate resupply route to existing
diamond mines in the NWT that currently use a winter-road
system to bring in supplies. The road would also offer trans-
portation options for future mines at Hackett River, 1zok
Lake and other locations in the Slave Geologic Province. A
new feasibility study will provide more accurate cost esti-
mates and calculate future revenue streams to determine
whether the project can be profitable.

The feasibility of a road linking the Kivalliq Region with
Manitoba is being studied. The City of Iqaluit has been inves-
tigating the feasibility of a port facility for its community.

It is an important issue for the 2010 Nunavut Economic Out-
look that physical capital investments in some important
areas are in decline in Nunavut. There are many potential
projects, but few are actually underway. Nunavut cannot
afford many years of under investment in its physical capital
or its infrastructure gap will start to widen rather than nar-
row.
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4.2.4.2 Access to Capital
Access to financial capital is a critical component of the

overall stock of physical capital in a region. Some would ar-
gue that open and easy access to capital through an efficient
banking system is one of the fundamental requirements for
economic development.®

Itis rare that financial institutions are discussed in the con-
text of Nunavut’s socio-economic development. For the
most part project financing has been government-led, and
not initiated by the private sector. And to that end, it could
be argued that Nunavut is better served by federally-backed
lending and business support services given the nature and
risk of business start-ups in the Territory. For example, the
Nunavut Business Credit Corporation is an agency of the
Government of Nunavut that provides debt financing in a
manner similar to financial institutions in the private sector,
but with additional support systems necessary for Nunavut’s
developing economy (see Exhibit 4-2).

Exhibit 4-2

The mandate of NBCC s to function as an agent of the
Government of Nunavut to stimulate economic devel-
opment and employment in Nunavut by supporting,
financing, and investing in resident business enterprises.
As businesses supported by NBCC succeed, there will be
increased economic opportunity and diversity leading to
more jobs and greater economic stability in Nunavut
communities.

NBCCis a Crown Agency of the Government of Nunavut,
and strives to contribute to the government’s vision of
Tamapta, building our future together.

Source: Nunavut Business Credit Corporation

But it also important to look at the growth and development
of the financial services sector apart from government
funded institutions. Two of Canada’s chartered banks oper-
ate in Nunavut. These institutions do not offer high risk
loans or credit without sufficient assets to back them up.
This can be a challenge for Nunavut, especially given the
land tenure rules and regulations. These banks are also not
present in all communities. This is particularly noticeable in a
community like Baker Lake, where employment and income
levels have jumped considerably. Money management is

made particularly difficult if people with newly found wealth
have nowhere to put it other than their back pocket.

Atuqtuarvik Corporation is an investment company that was
created by Nunavut Tunngavik Incorporated (NTI) and Nun-
avut Trust to help ensure direct Inuit participation in major
economic opportunities. The corporation provides loans and
equity investments to Inuit-owned businesses for the pur-
pose of business start-ups, acquisitions and expansions.?

First Nation’s Bank of Canada opened a new branch in Iqaluit
in June of this year. NLCA beneficiaries are shareholders in
the company through an 18 percent stake held by Atuqgtuar-
vik Corporation. It will be interesting to follow the success of
this new institution and its management of Nunavut busi-
ness credit requirements.

4.3 ORGANISATIONAL CAPITAL

Organisational capital (sometimes referred to as “social
capital”) speaks to how a society is organised and function-
ing to create wealth. In Nunavut’s case, this refers to how
the Territory has organised itself in terms of government,
the not-for-profit and voluntary sector (often referred to as
“civil society””) and the private sector. Social capital also
speaks to the level of trust within a society that allows its
members to organise and work collaboratively. This latter
concept also includes the issue of social cohesion—the
manner in which individuals, communities and institutions
get along.

Is Nunavut society best characterised as one of cooperation,
mutual respect, and openness or with examples of distrust,
isolation, and social exclusion?

Changes in organisational or social capital are difficult to
measure. Unlike human and physical capital, there are few
statistics collected specifically for this form of capital. The
policies of government, the role and influence of non-
government institutions and the manner in which decisions
are made help us to understand the organisational capital of
ajurisdiction.

Previous Outlooks reported on the formation of Nunavut
and its choices in organisational structures and institutions.
Leadership was initially devoted to establishing a govern-
ment appropriate for Nunavummiut, including such things as
decentralisation of government departments and imple-
menting a policy to provide preferential treatment in con-
tracting to local businesses.?® Likewise, Nunavut Tunngavik
Incorporated, representing Inuit interests under the Nunavut
Land Claims Agreement, has spent the past several years
working on the Agreement’s implementation.
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In recent years, there have been more efforts by the main
political and economic leaders to work together to set con-
crete directions for Nunavut’s economy. This has involved
the creation of several coalitions and collaborative projects
and the development and release of several strategic plans
for action, the most noteworthy being the Nunavut Eco-
nomic Development Strategy released in 2003. More re-
cently, the creation of Socio-economic Monitoring Commit-
tees in all three regions has brought industry, government
and communities together to monitor and discuss the socio-
economic implications from resource development.

But for all its accomplishments, there are some failings
within Nunavut’s organisational capital that are becoming
more pronounced. Those specifically associated with the
Government of Nunavut were examined in depth through
Qanukkanniq? The GN Report Card. In addition to its com-
mentary on government, this Report Card offers great in-
sight into the state of social capital throughout Nunavut.

In this section of the Outlook, we look at some of the results
from this Report Card, social cohesion across Nunavut
communities, and the government’s action plan to improve
well-being in Nunavut.

4.3.1 Qanukkanniq? The GN Report Card

The newest group of leaders in the Government of Nunavut
took an unprecedented step when it took power by asking
the public for a thorough critique of the government’s past
performance. This act in and of itself is a very positive sign
from the government that it is committed to improving so-
cial cohesion in Nunavut. Throughout the summer of 2009,
North Sky Consulting Group conducted a rather extensive
community consultation. It asked people to respond to
some simple questions:

What is going right? What is going wrong and should be
stopped? And, what should be improved? **

Complaining about government is a pastime in Canada, per-
haps surpassed only by hockey and talking about the
weather, so it is not surprising that the consultation process
yielded a lot of interesting material. With the creation of the
Government of Nunavut, Nunavummiut expected interac-
tion with their own public government would improve over
what they had with the Government of the Northwest Terri-
tories. Instead, the opposite is reported as being the case.
For instance, many said that government has never seemed
so distant. “[Nunavummiut] don’t know who in government
does what, who they might call for advice or direction, or
whether anyone [in government] will answer their
phone.”*® More damning, though, was the overall conclu-
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sion that Nunavummiut believe strongly that general service
levels have dropped over the last ten years.¥

A principal finding from the Report Card is that a clear dis-
connect has emerged between the public government and
its constituents. There were numerous reasons put forward
as to why this has happened. Respondents identified com-
munications as an area needing improvement. “Some said
they now have less information about government initia-
tives and fewer opportunities to influence decision makers
than with they had with the GNWT.”#

The reality of life in Nunavut is that government has a far
greater influence in shaping the growth of society than one
might find elsewhere. For Nunavummiut to achieve their
ultimate goal of a high and sustainable quality of life, a well-
functioning and responsive government is imperative.

The Report Card lists a great number of specific recommen-
dations to achieve this. We have not evaluated those rec-
ommendations. From a higher-level perspective, however,
there isn’t any evidence to suggest the conclusions from the
Report Card exercise were off the mark.

Reshaping government into an organisation that fits its own
vision will require a considerable investment of time, effort
and money. The Government of Nunavut cannot afford all of
the fixes within its existing budget. For instance, if a part of
the problem is that 868 positions within the government are
vacant,® filling them will require, at a minimum, $100 million
in additional revenues. It would also require government to
find qualified professionals interested in taking the positions
especially those in decentralised communities or undertak-
ing the hugely expensive option of educating and training
unqualified individuals. It also doesn’t address the financial
cost of finding housing for new employees who must relo-
cate to wherever the unfilled positions are located. This lat-
ter point applies equally for someone moving from within
Nunavut as it does for someone moving from the south.

Investing in organisational capital is not just about money.
What the Report Card has revealed, if it wasn’t known pre-
viously, is that behind every challenge the Government of
Nunavut faces in meeting its obligations to Nunavummiut
lies a myriad of complicating and entrenched factors that
need attention. In the example given above related to the
unfilled government jobs:

Where is the balance in employing qualified personnel, train-
ing local labour to fill the position, and meeting representa-
tive employment targets?
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How do you evaluate the costs, time, and service commit-
ments associated with each of these choices?

The example of the Nunavut Housing Trust is a good one
here. The organisation was established to oversee the con-
struction of more than 700 public homes from the $200 mil-
lion received from the federal government. With that
money, it chose to add training as an outcome from the in-
vestment, but didn’t properly evaluate the cost of training
and subtract that from the number of homes it would build.
This decision was one of a number of contributing factors
that caused a $60 million cost overrun.** These dollars will
now be subtracted from the budgets of other government
departments, lowering their ability to service their own cli-
ents and improve in areas identified in the Report Card.

We understand that this was not the outcome the Nunavut
Housing Trust intended, but for the future credibility of the
Government of Nunavut, and from the standpoint of an or-
ganisation trying to improve its service delivery, these types
of failures must be avoided. Instead, a decision should have
been made at the earliest stage to favour one of the com-
peting objectives of the program:

e  Build fewer homes to allow for additional training, or
e Build the maximum number of homes possible given the
budget.

The point here is not to suggest these are easy decisions.
But rather, it is the job of the Government of Nunavut to
identify the difficult choices and associated tradeoffs in a
transparent manner and then make the necessary hard deci-
sions if it is to improve its performance.

4.3.2 Social Cohesion in Nunavut Communities
The GN Report Card contains a wealth of information from
Nunavummiut on their perspective on social conditions,
community well-being and the state of the family unit across
the Territory. Its survey of over 2,100 Nunavummiut con-
firmed a view expressed in the 2009 Throne Speech to the
Nunavut Legislature:

“People believe we have lost our sense of purpose and be-
longing — our cultural connection to our land and to our
families and communities and our balanced way of living
life.”*

The suggestion of a deterioration of social cohesionis a
complex subject to understand, let alone understand in the
context of public policies and investments in wealth-
generating capital. The Territory was formed, in part, to al-
low Inuit to the opportunity to conduct their businessin a

manner more appropriate to their own culture, values and
aspirations. The Nunavummiut who responded to the survey
suggest this has not happened.

Is it possible that the changes in the “cultural connections”
mentioned in the Throne Speech are now permanent?

If so, when did they start?

We must assume these changes started years ago and are
only now becoming more open or visible as more and more
money is entering Nunavut creating a change within the bal
ance of society.

Nunavut’s leaders must find a way to balance the two
worlds that coexist in Nunavut—one based on Inuit culture
and traditions and another on western values and practices.
It requires that mechanisms be established to address dif-
ferences in values. The issue is not that everyone must have
the same values but rather that there are acceptable means
to resolve disputes, which includes disputes over policy de-
cisions that are based on differing values.

Along the way, there will be trade-offs that must be made
and not every negative outcome from these decisions can
be fully offset through mitigation. For example, if Nunavut
were to alter its approach to governance to one that is more
deeply rooted in community self-reliance and sharing, what
are some of the choices that Nunavut society could make?

e Does it mean new forms of income redistribution?

e Could there be greater support to community-based
institutions, some of them informal?

e Does it mean public spending decisions are made in a
completely different manner? For example, would a
shift in goals from an employed labour force to a
productive labour force change the way spending
decisions are made?

e Could government itself be structured differently?

e Does it mean a new approach to delivering public
programs or income support?

One could imagine any number of questions regarding the
organisational structure and public policy choices Nunavut
could take. These are complex subjects that require careful
consideration as well as a strong commitment from within
government and throughout Nunavut if definitive changes
are going to be made. If we are to take the survey results
from the GN Report Card as an accurate reflection of the
current social climate, then there can be some certainty that
some form of change is needed and that there will be Nuna-
vummiut that will support the effort.
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4.3.3 Tamapta

The Government of Nunavut’s latest action plan, Tamapta,
has been referred to several times in this report, and de-
serves special mention here in terms of its potential contri-
bution to the development of Nunavut’s organisational capi-
tal. It has some striking elements that make it a very unique
and interesting document.

There are 11 priorities in Tamapta.

¢ Improve education and training outcomes

e Reduce poverty

e Connect our communities

e Increase housing options

e Increase support for culture and the arts

e Help those at risk in our communities

e Support community-based, sustainable economies
e Address social concerns at their roots

e Improve health through prevention

e Enhance our recognition in Canada and the world
e Strengthen the public service

There are already a number of new initiatives to address
these priorities. For example, a Quality of Life Committee
was formed at the Deputy Minister level to coordinate sev-
eral activities such as those of the Nunavut Anti-Poverty Se-
cretariat. In the section on health presented earlier, it was
shown that Nunavut has two new strategies that focus on
health prevention, healthy living and early childhood devel-
opment. There was a pledge in this year’s Throne Speech to
see the Nunavut Heritage Centre built inside the four-year
mandate of the current government. And of course, the GN
Report Card discussed earlier was an important piece of re-
search necessary for the government to establish how and
where its public service must be improved upon.

Perhaps the most unique aspect of Tamapta is its focus on
the fundamentals of public government; that is, health, edu-
cation and social services. The economy barely receives a
mention. As will be discussed later, Nunavut’s economy is
performing well and has a positive outlook. But Tamapta
was created in 2009, a year when Nunavut’s GDP fell by over
10 percent and the economic outlook was still uncertain. The
government’s response to the recession was to do things
like establish the Quality of Life committee mentioned
above. Given the circumstances, it would have been under-
standable had Tamapta focused on the economy exclusively.

This doesn’t imply that government shouldn’t be involved in
the economy. Nunavut’s economy is growing and will do so
without any regard for the welfare of the local population.
This is the nature of economic growth anywhere in the

2010 NUNAVUT ECONOMIC OUTLOOK

world. For this reason, it is important that government has a
role as intervener and regulator to ensure any change in the
economy is beneficial for society.

But by-in-large, government can often achieve this through
investments in good governance, establishing a clear vision
for the future growth of the economy, being transparent,
developing a knowledgeable and responsive bureaucracy,
and creating programs that are fair and affordable. In Nuna-
vut, there is the added benefit of the Nunavut Land Claim
Agreement that establishes a clear set of rules and regula-
tions on how development will proceed in the Territory, how
and where Inuit are to be consulted, and the responsibilities
of the developer when investing on Inuit owned land. The
Government of Nunavut can afford to focus more on other
areas because of this Agreement.

This year’s Nunavut Economic Outlook shows that social
objectives such as health, education, full employment, eg-
uity, diversity, inclusion, family well being and security still
need government’s attention. This was true in 2008 when
the last Outlook was written, and remains true today. Nuna-
vummiut must be ready, able and willing to participate if
they are to benefit from economic growth. These are not
outcomes that an economy can produce by itself. And right
now, there are too many Nunavummiut who are not in such
a position.

If the Territory is to achieve its goal of a high and sustainable
quality of life, then the group who are presently unable, un-
willing, or not ready to participate require attention.
Tamapta proposes a strategy based on investments in hu-
man and organisational capital—areas shown to be in need
of investment. These are long-term approaches to develop-
ment so we can’t know today if they will produce the results
we want. They must be flexible, require strong implementa-
tion plans and need clear and consistent monitoring. Most
of all, they require a commitment from Nunavummiut and its
leadership to see them through.

4.4 NATURAL CAPITAL

Natural capital includes the land, air and water present
within a region. It also includes minerals, animals, fish and
plants. A society’s ability to access, exploit and preserve
natural capital is important in its economic, social and envi-
ronmental performance. Investments into natural capital
typically fall into one of two categories.

1. Investments in the knowledge of natural capital:
This covers everything from geoscience and fisheries
science to studies into climate change, caribou stocks
and mercury levels in water, fish and animals. These
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investments come from public and private sources.
Investments in knowledge are discussed in this chapter.

2. Investments in the preservation of natural capital:
These investments are more common within the public
sector and include investments municipal infrastructure
such as waste, water and sewage management.
Establishing parkland is also included here as is the
clean-up of contaminated sites such as the DEW Line
projects. Because these types of investments are also
investments in physical capital and are associated with
industrial activities, they are covered in other chapters
in this report.

4.4.1 Climate Change and the Northwest Passage
The changing climate has many implications for Nunavut;
from impacts on land and sea mammals, fish and vegetation
to transportation modes, industrial development and physi-
cal infrastructure. For this edition of the Outlook, the focus
will be on the marine shipping through the Northwest Pas-
sage and how it might change in the future including
whether this will affect the quality of life of Nunavummiut.

While there may be some debate still on the causes of cli-
mate change, few people would argue against the evidence
of global warming. In Nunavut, a prominent piece of evi-
dence is the melting sea ice. Long ago, around the time
European explorers were searching for a northern route to
the Orient, there were areas of what is now known as the
Northwest Passage where the sea ice would remain intact
year round. Many explorers of that era would routinely
spend more than a year trapped in the ice. Today, this is not
the case, though mariners can still find themselves in pre-
dicaments due to the movement of ice.

The National Snow and Ice Data Center at the University of
Colorado at Boulder measures ice conditions throughout the
world. It reports the average ice extent for August was 5.98
million square kilometres, 1.69 million square kilometres be-
low the 1979 to 2000 average, but 620,000 square kilome-
tres above the average for August 2007, the lowest August
in the satellite record. Ice extent remained below the 1979
to 2000 average everywhere except in the East Greenland
Sea near Svalbard (see Exhibit 4-3).%

The Center’s records date back 30 years. These records
show the ice extent for August 2010 was the second lowest
in the satellite record for the month. The linear rate of de-
cline of August ice extent over the period 1979 to 2010 is
now 8.9% per decade (see Figure 4-15).%

Exhibit 4-3

Median Ice Edge

Source: National Snow and Ice Data Center Arctic Sea Ice News and

Analysis, September 25, 2010

Figure 4-15
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This trend raises several questions related to Nunavut’s
economy. The first is:

Will the Arctic Ocean have an ice-free summer?

Research gathered by the Arctic Council for its extensive
Arctic Marine Shipping Assessment 2009 Report can help an-
swer this question. Included in the report’s key findings are
the following:

e Sea-ice model simulations indicate the possibility of an
ice-free Arctic Ocean for a short period during the
summer by mid-century if not earlier.

e This implies the disappearance of multi-year ice. In its
place would be new ice that forms each winter which
will be thinner and would melt faster.

e None of the models indicate an ice-free winter.*®

The next question, then, would be:

Will an ice-free Arctic Ocean open the Northwest Passage for
increased marine transportation activities?

The Arctic Council reports that “it is highly plausible that
there will be greater marine access and longer seasons of
navigation ... but not necessarily less difficult ice conditions

Exhibit 4-4
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for marine operations.” Seasonal ice can be extremely hard
making navigation almost impossible for even the largest ice
breaking vessels. This will limit sailings to the late summer
months. Year-to-year variability will be significant and in
some years the new ice will not melt turning it into second-
year and multi-year ice.*® This is further confounded by the
fact that, regardless of the route (see Exhibit 4-4) there are
numerous narrow channels along the Northwest Passage.
The variability and movement of ice will make navigation
more hazardous and creates uncertainty for route planning
and timing. The risk of delays due to ice will discourage most
shipping companies from making this route a part of their
fixed schedule.

There are other factors that might affect the number of
transhipments through the Northwest Passage:

e The Northeast Passage that runs north of Russia has
generally fewer ice issues and is a shorter distance
between European and East Asian countries making it
potentially more attractive.

e Regulations established by the Canadian government
will influence interest in the route.

e Those regulations will be greatly influenced by Canada’s
sovereignty claims of the region.
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Source: Image: NASA Earth Observatory, August 29, 2009, (http://earthobservatory.nasa.gov/NaturalHazards/view.php?id=18962)

32 | IMPACT ECONOMICS


http://earthobservatory.nasa.gov/images/imagerecords/18000/18962/nwpassage_amo_2007241_lrg.jpg�

2010 NUNAVUT ECONOMIC OUTLOOK

The existing evidence suggests the Northwest Passage will

not soon become a major shipping route between Asia and

Europe. But this doesn’t mean there won’t be an increase in
traffic. The increase will come from several sources:

e Bulk carriers will use the route under special
circumstances and when their schedule permits,
especially in years where the ice extent is favourable.

e The number of cruise ships and adventure seekers will
most certainly increase—already in 2010, the number of
tourist-related boats in the Northwest Passage has
almost tripled from the numberin 2009.

e Resource development will also bring more ships to the
Arctic Ocean. There is great interest in the vast store of
minerals that lie beneath the sea ice and how its
exposure will change the economics of the North. For
the time being and for purpose of this Outlook, the
resource development we are talking about are the
numerous land-based gold, base metal and non-metal
deposits found throughout Nunavut. These
developments will require construction materials and
seasonal resupply. Base metal mines will also need to
ship out concentrate. Longer and more secure shipping
seasons improve the economics of these deposits.

During the time when this Outlook was being prepared, there
were two separate instances where ships became stuck on
sand bars while navigating the Northwest Passage. Investiga-
tions are ongoing, but it is being suggested that the nautical
mapping for the Northwest Passage is out-of-date. Should
marine traffic increase in the coming years, the need for these
maps will be critical. It is particularly important in situations
where vessels are required to deviate from established routes
because of ice or to avoid other marine traffic.

4.4.2 Natural Resources

4.4.2.1 Caribou

“According to government surveys and the observations of
hunters, each of the three largest caribou herds in Nunavut
has decreased in size by 30 per cent to 95 per cent over the
last 15 years. What amounted to a total of more than 1.1 mil-
lion caribou in 1995 has decreased to less than 400,000 to-
day. Many other herds have similarly declined across Nuna-
vut.”*°

The importance of caribou to Nunavummiut is well docu-
mented throughout the Territory. It is known that:

e caribou offer a nutritious substitute to store-bought
food;

e caribou play an important part in Inuit culture and
heritage; and,

e caribou contribute to the wage economy through
tourism, outfitting, commercial harvesting and arts and
crafts.”’

Despite what is known about caribou and the role it plays in
the lives of Nunavummiut, there is not enough scientific or
empirical data or documented traditional knowledge to as-
sist caribou management from the perspective of public
programming and harvesting quotas. For instance, there is
not enough known about harvest numbers, cost of harvest-
ing and its economic value as a food replacement.

There is still some debate over the reasons for the decline in
caribou populations. Commonly cited reasons include hu-
man encroachment, increased technology that has im-
proved harvesting rates, increased population placing
greater strain on the animals, climate change, and a rising
wolf population.

There is also a shortage of quality survey work on the size of
herds. Counting caribou is challenging for many reasons—
including changing migration patterns, remoteness of herds,
and the cost of equipment necessary in counting such as
that of helicopters. It is also controversial. Inaccurate low
counts can mean hunting restrictions that hurt the well be-
ing of communities, while inaccurate high counts can leave
an endangered species without protection. Accurate counts
are critical to our understanding of the severity of decline
and appropriate conservation policies. Some recent statis-
tics are presented in Table 4-9.

There are efforts to improve this empirical data. The De-
partment of Environment lists ten research projects cur-
rently underway:

e North Baffin Island Caribou Collaring Project

e Distribution and Abudance of Caribou on Baffin Island

e Baffin Region Caribou Health Monitoring

e Beverly/Ahiak Herd Survey

e Qamanirjuaq Caribou Monitoring

e Southampton Island Caribou Condition and Disease
Monitoring

e Beverly/Ahiak Vegetation Mapping

e Qamanirjuaq Calving Ground Predator Study

e Kitikmeot Vegetation Mapping
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e Kitikmeot Caribou Condition Monitoring>

Table 4-9

Herd Name Size (Year) Status

Ahiak 200,000 (1995) unknown

Bathurst 31,900 (2009) declining

Beverly "very few"(2008) declining

Bluenose East 66,754 (2006) declining

Qamanirjuaq 345,000 (2008) declining

Southampton 15,452 (2007) Declining

Island

South Baffin* 60,000 t0 180,000 no recent survey
(1980s)

North Baffin = =

8,000 to 15,000

Peary Caribou
7 (recent)

endangereds

Dolphin & Union = special concern#

Source: various sources including Government of the Northwest Terri-
tories, Government of Nunavut, Beverly and Qamanirjuaq Caribou
Management Board,

Note: *difficult to survey due to changing location of herd; ¥ COSEWIC
designation

The Government of Nunavut released a draft Caribou Man-
agement Strategy in March 2010 in recognition of the impor-
tance of Caribou for the Territory and the concerns and un-
certainties over the current and future population.>?

The Strategy proposes numerous action items and ap-
proaches to manage the 23 caribou herds throughout Nuna-
vut. These action items are listed under five broad headings:

1) Information and Knowledge Acquisition
2) Working Together

3) Collaborative Decision Making

4) Environmental Stewardship

5) People and Caribou

The Strategy states that an implementation plan is not a part
of the draft document and that this will be an important
next step. The implementation plan is also unfunded. While
some of the stated actions are activities already ongoing,
the missing pieces are the expensive ones; that is, more in-
vestment in research and the opportunity costs associated
with regulating resource development on the grounds of
caribou management. The latter carries potentially enor-
mous costs depending on where priority is given—to subsis-
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tence harvesting, commercial harvesting, conservation, or
resource development.

4.4.2.2 Fish

Nunavut is investing more money into fisheries science. The
government will spend $2.5 million on a 19.5 metre (64 feet)
vessel to conduct fishery exploration. The majority of fund-
ing for this investment comes from the federal govern-
ment’s Arctic Research Inventory Fund.>* The ship itself will
be brand new and built in Newfoundland and Labrador, so
the economic benefits extend beyond Nunavut’s borders.
The goal is to determine if and where commercially viable
turbot and other marine species such as clams, scallops and
kelp exist. That work is expected to begin in 2011.

In 2009, Pangnirtung Fisheries, the Canadian Northern Eco-
nomic Development Agency, and Kakivak Association part-
nered to fund an exploratory inshore fishery in Cumberland
Sound. That region has a turbot quota of 500 tonnes. That
investment has yielded a more extensive fishery in 2010.°’
“The 2010 summer inshore turbot fishery will provide over
10 weeks of direct employment for local crew on board the
49 foot vessel, with an additional 13 weeks of employment
generated at Pangnirtung Fisheries Ltd. Through this pro-
ject, various training opportunities were created for Nuna-
vummiut through engaging local community members as
fisheries observers. These observers will also have the op-
portunity to train in the use of cutting edge technology in
order to collect data on the marine habitat of potential har-
vest species.”>®

The Government of Nunavut’s Fisheries and Sealing Division
within the Department of the Environment has also funded
the Nunavut Coastal Resource Inventory.”” This is Phase | of
the project that began in 2007 as a Pilot Project in the Ham-
let of Igloolik. The report produced in May, 2008 provides
extensive data on

e archaeological sites,

e mammals,

o fish,

e  birds,

e invertebrates,

e marine plants,

e areas of high diversity, and

e areasimportant for other reasons.

The data has been collected in the region surrounding Ig-
loolik Island which is situated in the Foxe Basin off the north-
eastern coast of Melville Peninsula. Information was gath-
ered through interviews, research, reporting and mapping.
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The results are meant to assist management, development
and conservations of the coastal region.®

4.4.2.3 Minerals

Expenditures in mineral exploration fell sharply in 2009 with
the onset of the global recession. In the lead-up to that re-
cession, expenditures on exploration and appraisals had
reached a record annual high at $432.6 million (see Figure
4-16). This was largely the result of the work at six sites, in-
cluding Meadowbank, Izok Lake, Hope Bay, Meliadine, Kig-
gavik and Mary River.

Figure 4-16
Mineral Exploration and Deposit Appraisal Expendi-

tures, 2001 to 2010
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The setback brought on by the recession saw expenditures
on mineral exploration fall to their 2006 level of $200 million,

but expectations are for an increase in 2010. This should not
come as a surprise to anyone who has watched the rebound
in metal prices (see Figure 4-17). The price index fell by over
50 per cent from its peak in March 2008 to its low in Febru-
ary 2009, but in the 18 months since then prices have re-
gained almost 75 per cent of their losses.

This latest rise in prices seems more secure than before and
expectations should be for a continued interest in Nunavut’s
mineral wealth. This will mean more money being spent on
exploration across the Territory.

Figure 4-17
Monthly Metal

ndex, 2000 to 2010
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5 UPDATE ON NUNAVUT’S ECONOMIC PERFORMANCE

Key Highlights

The Nunavut Economic Outlook continues to highlight the importance of the non-wage economy in contribut-
ing to the quality of life goals of Nunavummiut. However, the lack of knowledge in some areas does raise con-
cerns that Nunavut will not be prepared should changes to the land-based economy come too quickly.

Nunavut’s wage-based economy grew by almost 20 per cent over the two year period 2007 and 2008, but suf-

fered a major setback due to the 2009 recession.

The greatest contributor to economic growth was the construction activities at the Meadowbank Gold Mine,

which was not affected by the recession.

The combination of the mine construction and construction of public housing and the continuation of other
public infrastructure helped boost employment in 2007 and 2008. In 2009, however, a total of 300 jobs were

lost in conjunction with the recession.

The public sector has maintained its spending over the past several years, but is not growing in real terms (that
is, after accounting for inflation). The recent revelations regarding the excessive spending by the Nunavut
Housing Trust ensures any chance for an increase in the Government of Nunavut’s budget is gone, at least over

the short term.

5.1 TRADITIONAL ECONOMY

The non-wage or traditional economy has always been high-
lighted in the Nunavut Economic Outlook series, and for
good reason. The traditional pursuits of Inuit such as hunt-
ing, fishing, and sealing and the production of clothing are
hugely important to the quality of life of Nunavut residents.
These activities contribute positively to the health, educa-
tion, family, community, culture, and spirit of the Territory
and are necessary for Nunavut’s current and future prosper-
ity and therefore should never be omitted from a discussion
on Nunavut’s economy.

However, it is a challenge to find new and relevant informa-
tion for presentation in the Outlook. Rarely is there anything
concrete to contribute regarding the participation of Nuna-
vummiut in traditional activities or on the production of
goods and services in the non-wage economy. Investments
in scientific knowledge of natural capital have taken prece-
dence over investments in collecting “western-style” infor-
mation (data, survey work, etc.) on participation and pro-
duction. This has creating a knowledge gap in some impor-
tant areas. For instance, food insecurity is becoming an in-
creasingly important topic, but there isn’t nearly enough
good data on subsistence hunting to make it an informed

discussion. We still see research completed in the 1970s and
1980s that quantified the value of traditional activities being
used today. It could be that users of this information don’t
realise it is out-of-date and potentially misleading or perhaps
its users feel it remains accurate and investing the time and
effort to collect new information is unnecessary.

It could be that in the past, counting the number of hunters,
the size of the harvest, the cost of hunting, and the time
spent on the land was considered unnecessary. It was simply
taken for granted that most Inuit were active in these areas
and that their subsistence needs were being met.

It is hard to argue that today. For one thing, as more and
more Inuit enter the wage economy, the implications for
participation in traditional activities and the overall produc-
tion in the non-wage economy are far more profound. It is
stillimportant for these individuals and their families to be
active on the land, but for those with full-time employment
elsewhere, the reasons it is important might be changing.

Another issue is that, as seen in Section 4.4, there are real
and growing concerns regarding the state of some animal
populations in Nunavut, with the greatest concern being the
fate of caribou. Many Inuit families would suffer if there
were a ban placed on caribou hunting, especially those who
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depend on the animal for their survival and who would slip
into positions of extreme poverty without it.

The problem we see is that Nunavut’s leaders may not have
the necessary information to intervene effectively should
conditions worsen and the number and success rate of
hunters diminishes (which anecdotally we know is already
happening). The implications for health, community well-
being, and poverty from a financial perspective are not well
understood. For example, we do not have a good estimate
of the impact a hunting ban would have on the Government
of Nunavut’s social support programs.

The economic implications of any changes in the non-wage
economy cannot be underappreciated. When it comes time
to investigate this component of Nunavut’s economy in con-
junction with the Nunavut Economic Outlook, we become
concerned when no new information is available—not just
because it makes reporting on trends and their implications
difficult, but because it means Nunavut has gone another
year or two without recognising and preparing a response
to a threat to the current land-based economy.

A timely example of this is the implications of the European
Union’s move to ban the importation of seal products. A
court challenge by Inuit Tapiriit Kanatami and Inuit of
Greenland has resulted in a temporary suspension of this
action.”® This was and continues to be a national story and
the plight of Inuit who depend on the seal harvest for their
subsistence and some supplementary income have been
highlighted. But we never learned the extent of its impor-
tance from the Canadian media, perhaps because it is not
known.

The data produced on the subject comes from Statistics
Canada in its survey of fur production. In Figure 5-1 we can
see that Nunavut’s seal harvest peaked in 2005, but fell off
in 2007 and was just under $315,000 in 2008. But this doesn’t
tell us much. The dollar value of pelts sold misses completely
the real value of the seal industry in Nunavut. The money
earned is most important for its role in deferring the cost of
harvesting for the purpose of consumption and in its pro-
duction of seal skins used in clothing and art. But it is not
known precisely how many Inuit are participating in the seal
harvest, the cost, or what seal meat represents for the over-
all diet of Inuit.

We might soon get a better understanding of the impor-
tance of the seal harvest, however. The Department of Fish-
eries and Oceans reported that the value of seal pelts
dropped from over $100 per pelt in 2006 to $52 per pelt in
2007 and was just $14 per pelt in 2009.% It could fall even
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Figure 5-1
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further in 2010 depending on the outcome of the EU’s inves-
tigation into the legality of its proposed ban. With the skins
essentially worthless to the international market, that
source of income will not exist for Inuit and we will [earn in
time what this means to the subsistence harvest.

For the purpose of the Nunavut Economic Outlook and its
audience of territorial leaders, decision makers, and other
stakeholders, the full extent of impacts from the EU’s seal
ban would be good to know. It would also be useful to un-
derstand how many times worse the situation would be if
instead of sealing, Nunavut were to lose its caribou harvest
for a period of time. It is not inconceivable that something
like that could happen, so Nunavut should at least be pre-
pared if it does.

5.2 WAGE-BASED ECONOMY

Nunavut’s expenditure data are presented in Table 5-1 to the
end of 2008. Data for 1999 is presented for the purpose of
comparison with Nunavut’s first year of independence from
the Northwest Territories. When taken together, the money
spent in the Territory by consumers, government, and busi-
nesses constitutes the region’s domestic demand. Adding
exports, which is the spending from non-Nunavummiut on
Nunavut’s goods and services, and subtracting imports by
Nunavut’s consumers, government and business gives us
GDP at market prices.

The economic growth that began in Nunavut in 2006, and
that took hold in 2007, has been well documented. Real GDP
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Table 5-1
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Nunavut's Real GDP at market prices, expenditure-based, 2004-2008

($, millions chained (2002) prices)

1999 2004 2005 2006 2007 2008
Personal expenditure on consumer 60 )1
goods and services 354 4 477 495 > >47
Durable goods 17 28 31 33 36 39
Semi-durable goods 39 53 55 59 63 68
Non-durable goods 105 124 125 126 131 133
Services 192 255 265 277 292 309
Net government current expenditure
g ) P 710 819 888 896 898 869
on goods and services
Government gross fixed capital formation 104 123 93 114 162 153
Structures 92 107 74 92 136 126
Machinery and equipment 14 16 22 24 25 28
Business gross fixed capital formation 172 297 349 322 589 914
Residential structures 38 20 20 21 28 29
Non-residential structures 92 217 253 232 430 671
Machinery and equipment 45 60 78 70 137 235
Domestic Demand 1,340 1,699 1,807 1,827 2,170 2,483
Exports of goods and services 239 176 154 184 216 210
Deduct: Imports of goods and services 794 908 961 1003 1262 1464
Net Exports -555 -732 -807 -819 -1046 -1254
Gross Domestic Product 783 989 996 1027 1129 1233
Economic Growth 4.1% 0.7% 3.1% 9.9% 9.2%
Source: Statistics Canada CANSIM Table #384-0002

rose 9.9 per cent in that year, followed by 9.2 per cent real
growth in 2008. Most of this increased growth can be at-
tributed to construction activities at the Meadowbank gold
mine, which cost approximately US$600 million by the time
it was completed in January, 2010.%'

Spending on new social housing contributed to a rise in gov-
ernment’s economic contribution in 2007 of 5 per cent, but
by 2008 this stimulus had peaked. Government’s real contri-
bution to GDP that year was a net decrease of 3.6 per cent.
Consumers held steady during the two years of expansion,

growing their real purchases by 5.3 per cent and 5.0 per cent
in 2007 and 2008 respectively.

5.2.1 Nunavut’s Domestic Economy

Chapter 2 introduced some of the problems encountered
when using GDP as a measure of society’s progress. The re-
sults from Table 5-1 further highlight some of these prob-
lems. For example, while real GDP grew by almost 10 per
cent in both 2007 and 2008, most of this growth occurred in
the Kivalliq region and more specifically near Baker Lake.
Nunavummiut living in that region were the central benefac-
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tors of the increased GDP. Subtracting this project from the
data gives you a better idea of the economic growth in the
rest of Nunavut and paints a different picture for those
communities untouched by resource development.

When looking specifically at domestic demand, it is also im-
portant to consider the amount of imports including materi-
als, equipment, engineering and labour that went into the
US$600 million project.

Table 5-1 does not contain data for 2009.°> But we know
from other economic indicators that wage-based activities
were scaled back that year. While construction at the Mead-
owbank Mine continued, most other private-sector invest-
ments came to an abrupt end. Government spending was
supported by federal stimulus including recession-targeted
money and an announced $100 million addition to the Nuna-
vut Housing Trust. It is unlikely that these additions to Nuna-
vut’s public purse would have been enough to generate real
growth in government spending for 2009. It is also highly
probable that spending on consumer goods and services
were scaled back. However, employment outside mineral
development remained firm throughout the year and the
extensive local hiring at Meadowbank were enough to keep
real consumer spending moving higher.

5.2.1.1  Consumer Spending

In 2008, Nunavummiut raised their overall spending on con-
sumer goods and services by 5 per cent after adjusting for
inflation. The greatest gains continue to be made in the pur-
chase of durable and semi-durable goods. This growth
comes in part from new job creation, a growing middle class
and a rise in the number of new housing units. Spending on
non-durable goods such as on food and gasoline is less sus-
ceptible to large year-over-year changes since most con-
sumption in this area meets basic needs. Spending on non-
durable goods rose 1.5 per cent. Growth in consumer spend-
ing over 2008 closely matches the average growth for the
past ten years (see Table 5-2).

Retail sales data are available up to June 2010, giving us
good insight into consumer activities in 2009 and 2010 (see
Figure 5-2). One would expect to see the affects of the re-
cession in these data. Household income and spending are
closely correlated. And while not overly dramatic, there is a
noticeable change in the rate of sales growth beginning in
2009 (see Figure 5-3 and Figure 5-4). Retail sales grew by 3
per cent that year; a far more modest growth rate than the
8.6 per cent posted a year earlier.® Early indications are that
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growth in 2010 will be closer to 2.2 per cent; this despite the
fact that there are signs of job recovery.

Table 5-2

Growth in real consumer spending, percentage change

2008 Since 1999*
Durable goods 8.3% 9.7%
Semi-durable goods 7.9% 6.4%
Non-durable goods 1.5% 2.7%
Services 5.8% 5.4%
Total 5.0% 5.0%

Source: Statistics Canada CANSIM Table #384-0002.

Note: * compounded annually
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5.2.1.2 Employment
It comes as no surprise that job numbers were down in 2009

(see Table 5-3). The recession that began in the second half
of 2008 brought an end to the exuberant job growth in min-
eral exploration and development. By the end of that year,
activities at Mary River, Izok Lake and Hope Bay were scaled
back leaving nothing more than skeleton crews performing
care and maintenance and a minimal amount of develop-
ment work. These three sites alone shed upwards of 400 to
500 employees from the fall of 2008 to the spring of 2009,
which contributed to the 300 jobs lost over the year as re-
ported by Statistics Canada’s Labour Force Survey.

Table 5-4 on the following page shows the recession was
equally difficult for Inuit labour as non-Inuit.

I
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Table 5-3
Labour Market Activity, 2004 to 2009
2004 2005 2006 2007 2008* 2009%
Total population aged 15 and over 13,600 13,700 13,800 14,100 18,600 18,600
Labour force 8,600 8,600 9,100 10,000 11,500 11,200
Employment 7,400 7,500 8,200 9,100 10,100 9,800
Unemployment 1,100 1,100 900 900 1,400 1,400
Participation rate (%) 63.1 62.5 65.9 70.6 61.9 60.2
Employment rate (%) 54.4 54.7 59.4 64.5 54.3 52.7
Unemployment rate (%) 13 12.5 10.3 8.9 12.5 12.7
Source: Statistics Canada, Labour Force Survey CANSIM Table #282-0055
Note: * as of 2008 the Labour Force Survey included 19 Nunavut communities representing 92 per cent of the population. Prior to this date, the survey
included 10 communities and approximately 70 per cent of the population. While one should not compare the results of the two surveys, one can see
that the drop in unemployment rate from 8.9 per cent in 2007 to 12.5 per cent in 2008 that occurred in part because of the expanded survey shows how
comparatively worse off these smaller communities are in terms of their employment situation.
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Table 5-4
Labour Market Activity (Inuit Population)
2004 2005 2006 2007 2008* 2009*
Total population aged 15 and over 10,100 10,200 10,300 10,600 14,700 14,700
Labour force 5,600 5,600 5,900 6,700 8,000 7,600
Employment 4,500 4,600 5,100 5,800 6,600 6,400
Unemployment 1,000 1,000 900 800 1,400 1,300
Participation rate (%) 54.8 54.3 57.2 63.1 54.1 51.9
Employment rate (%) 44.6 45.1 49.5 54.7 44.9 43.5
Unemployment rate (%) 18.4 17.2 14.4 12.3 17.2 16.8
Source: Statistics Canada, Labour Force Survey
Note: * as of 2008 the Labour Force Survey included 19 Nunavut communities representing 92 per cent of the population. Prior to this date, the survey
included 10 communities and approximately 70 per cent of the population.

It should be emphasized that job losses that occur in mining
or construction do not equate to the number of Nunavum-
miut losing their jobs since the workforce in these sectors
includes a large percentage of southern workers. By the
same account, when these sectors create jobs, they are
rarely filled with Nunavummiut alone.

Reflecting on 2009, one might ask why the number of jobs
lost by Nunavummiut was not higher, especially in light of
the slowdown in the resource sector. There are several rea-
sons. The number of jobs at the Meadowbank construction
site grew in 2009 as the project neared completion while at
the same time jobs were added in the latter half of the year
as mine operations began in advance of the official produc-
tion start date. The public sector also came to the econ-
omy’s rescue by creating over 230 public administration jobs
(see Table 5-5 and Figure 5-5).

Table 5-5

Jobs by Sector, 2007 to 2009

2007 2008 2009

Goods-producing 1,410 1,383 938

Service-related (excl. PA) 6,059 6,146 6,052
Public Administration 3,069 2,872 3,104
Total 10,611 10,470 10,241

Source: Statistics Canada CANSIM Table 281-0023.
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Government also plays an important stabilising role within
the Nunavut economy. Public administration, health care
and education related employment represents more the half
of all jobs in Nunavut. But if we look at how this share of the
job market has changed in the past few years (see Figure 5-6
on the following page), the decline in 2008 has more to do
with public-sector lay-offs, which totalled close to 200 that
year, than it does with job growth elsewhere in the econ-
omy. This is the opposite from what we saw in 2006 and
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2007, when job growth in the private sector was responsible
for the declining share of public-sector employment.

Figure 5-6
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Note that these data are not from the Labour Force Survey,
but rather from Statistics Canada’s Survey of Employment,
Payroll and Hours (SEPH). Nunavut’s Labour Force Survey
expanded its survey base beginning in 2008 to include 19
communities representing 92 per cent of the population.
Prior to that, the survey was limited to the 10 largest com-
munities and approximately 70 per cent of the population.
The change means results from 2008 and onwards cannot
be compared the latest Labour Force Survey results to pre-
vious years.

The SEPH database also provides a more detailed break-
down of employment between sectors. The reliability of
these data does deteriorate as the sample size decreases.
And while SEPH data should not be compared to that from
the Labour Force Survey, one should expect the two to re-
turn similar results and offer a reasonable assessment of
trends, which they do.

5.2.1.3 Government Spending

We have seen how government is the great stabiliser for
Nunavut’s economy. This is a benefit for a region whose
economy would otherwise be dependent primarily on re-
source development and thus subject to swings in world
demand and prices. The recent recession has shown how
this plays out. The economy shed 300 jobs in 2009 which is
approximately a 3 per cent drop. The economy itself fell by a

far greater amount at 10.6 per cent. The stability provided by
government employment ensured job losses were mini-
mized.

As stable as the public sector s, it is still subject to some de-
viations. The Government of Nunavut has introduced a
budget for the current fiscal year (2010-11) that includes a 7.1
per cent reduction in spending—all of which will occur
within the capital budget that will fall from $223 million in
fiscal-year 2009-10 to $111 million in the current fiscal year
(see Figure 5-7). This is not the first time fiscal retrenchment
has been introduced in a GN Budget, but it is likely to be the
first time the decrease in spending will actually materialise
despite an anticipated 6.6 per cent increase in transfers
from the Territorial Formula Financing Agreement (TFF) and
the Canada Health and Social Transfer (see Table 5-6).

Figure 5-7
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As is the case with any analysis of spending, it is important
to consider the effects of inflation. Government has seen
the price of its purchases (combining labour and capital)
increase by approximately 40 per cent since 1999, with the
greatest jump occurring in 2008. That was year when oil
prices spiked having a significant impact on the purchasing
power of Nunavut’s budget. It is not too surprising then to
see the real value of its expenditures fall back that year (see
Figure 5-8). This decline is not expected to persist, though
one should not expect years of strong growth either.
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Federal Transfers to Nunavut ($, millions)

2005-06 2006-07 2007-08 2008-09 2009-10 1010-11*
Canada Health Transfer 22 23 24 26 27 28
Canada Social Transfer 10 10 1 1 11 11
Territorial Formula Financing 821 844 893 944 1,022 1,091
Total Transfers 853 877 928 980 1,060 1,130
Transfers per capita 28,017 28,366 29,591 30,854 32,811 34,451

Source: Finance Canada Major Federal Transfers

in 2005-06 and $18 million in 2006-07.

Notes: Nunavut received $2.5 million in 2008-09, $10.3 million in 2009-10 and will receive $5.5 million in 2010-11 to strengthen financial management. Does not
include non-cash transfers, direct targeted support, or trust fund transfers. Totals may not add due to rounding and are subject to regular revision. CST cash

includes transition protection payments for 2007-08 and 2008-09. TFF includes a one-time adjustment of $2 million in 2006-07 and data revisions of $22 million

*2010-11 includes a forecast of population growth in addition to the projected transfers

Figure 5-8
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5.2.1.4 Capital Spending

The build up within the mining sector is apparent in Figure
5-9. The 2008 Nunavut Economic Outlook discussed this rise
in great detail. At that time, there were no fewer than six
projects well on their way to being developed, including de-
posits at Hope Bay, Izok Lake, Meadowbank, Meliadine
Lake, Kiggavik, and Mary River. The spike in spending in
2008 was led by construction activities at the Meadowbank
Gold Mine, but there were other exploration, engineering

and bulk sampling activities contributing to this growth. A
look at the figure for 2009 is a good indication of how much
the activities at these other deposits were contributing to
the Nunavut economy.

Figure 5-9
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Note: p = preliminary estimate, i = intentions

The spending intentions for 2010 are up over 2009 prelimi-
nary estimates. Construction activities at the Meadowbank
Gold Mine will continue through the first half of the year,
with much of the remaining spending divided between other
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mineral exploration projects, including the Kiggavik Uranium
Project, the Meliadine gold properties, Newmont Mining’s
Hope Bay gold fields, and Mary River. There is a newcomer
to the exploration scene for this Outlook: a diamond project
in southeast Baffin Island called Chidliak. Interest in this
property soared in 2009 after some initial exploration re-
turned favourable results. More detailed exploration is now
underway.

A large portion of the overall capital spending ultimately
goes toward the purchase of imported building materials,
fuel, and machinery and equipment. Much of what remains
pays for labour (see Figure 5-10). In 2005, the capital spend-
ing for the Jericho Diamond Mine resulted in a spike in con-
struction employment. The investment in housing by Nuna-
vut Housing Trust has raised the number of jobs in residen-
tial construction since 2007. And of course the investments
at the Meadowbank Gold Mine and other resource devel-
opment sites have contributed to the overall workforce in
Nunavut’s construction industry

Figure 5-10
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Key Highlights

The world entered a recession in 2008. This had numerous implications for Nunavut’s economy. However,
through it all, the economic outlook remains strong.

The federal government is now operating in the deficit position. This will result in a reduction in specific-
purpose transfers. Nunavut could avoid some of the cutbacks because of the current government’s height-
ened interest in the North and Arctic sovereignty.

The population and demographic changes anticipated in this year’s Outlook have many implications for the
Territory, especially for government’s education, health and housing programs.

While the population is not growing at a pace once thought, the persistently high fertility rates combined
with a large cohort of children o to 15 will mean the annual number of child births will remain above 800 for
much of the forecast, while the number of people over 60 will more than double.

Nunavut’s economic data will be shaped by the life cycles of four or five mining project over the next ten to
fifteen years. All of these projects are located in the Kivalliq or Kitikmeot regions. These projects will fulfil
those region’s economic objectives. But without mechanisms to improve labour mobility, individuals in
communities outside the geographic reach of these developments will be unable to participate.

Nunavut’s construction forecast is also affected by the events in the mining sector. These construction jobs
come at a crucial time when government projects are expected to decrease. The challenge is to get more
Nunavummiut onto these construction sites and develop a supporting business sector.

Nunavut’s fishery has implemented its five-year comprehensive investment strategy which is paying divi-
dends in terms of greater infrastructure, improved knowledge, trained labour, and stronger organisations.
The challenge now is to find new and inventive ways to get more Nunavummiut involved in the actual fish-
ing.

Tourism and arts are small components of Nunavut’s economy if measured through GDP exclusively. If one
considers other measures such as the contribution to culture, diversity, community health and productivity,
then these sectors can be seen as extremely important. These two aspects of Nunavut’s economy should
grow over the next five to ten years as both invest in greater organisational and physical capital.
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The 2008 Nunavut Economic Outlook took an aggressive
approach in establishing a forecast for Nunavut. It assumed
that the six most advanced mining projects in the Territory
would proceed to development on a schedule close to what
was envisioned by their respective owners. The lack of pru-
dence in the forecast was intentional. It provided the details
necessary to study the socio-economic consequences of a
“full-growth scenario” for Nunavut’s economy. We could
then determine whether there were any gaps in Nunavut’s
capacity to absorb this growth.

There were important conclusions from that research that
affect this year’s forecast. The 2008 Outlook concluded that:

e All economic objectives would be met. Within ten years,
there would be near-full employment, the growth
would be enough to bring even the most reluctant
Nunavummiut into the workforce, training
opportunities would exceed needs in areas of industrial
development, and the value of Nunavut’s production
would have doubled and perhaps tripled from what it is
today.

e At the same time, there was far less certainty in how
other aspects of Nunavummiut quality of life would
fare. Communities would likely become overwhelmed
by the magnitude of change. This would manifest itself
in a number of ways, exposing social and cultural
vulnerabilities and a lack of community support
mechanisms.

These conclusions led to important questions,

“Would the proceeds from the rapidly-expanding economy
strengthen Nunavut’s vulnerabilities, improving coping and
adaptation skills of Nunavummiut in their new socio-
economic landscape?

Or, would the deterioration of other quality of life factors
overwhelm Nunavummiut to a point where the financial
benefits are overshadowed by the social cost and where
future economic growth was compromised?”

The Nunavut Economic Outlook continues to investigate this
question and possible approaches and investments in
wealth-generating capital that would ensure the outcomes
from economic growth are largely, if not entirely, beneficial.

2010 NUNAVUT ECONOMIC OUTLOOK

In this chapter of the Outlook, we investigate the economic
growth possibilities more carefully on a sector by sector ba-
sis. This should help demonstrate where the future oppor-
tunities lie and where the pressure points will come from for
Nunavummiut. This is set up by a look at global and Cana-
dian economic trends and a detailed investigation into the
future demographic changes anticipated for the Territory
and their implications for the population. An overall forecast
of this growth is presented in conclusion.

While the forecast is an important component of the Nuna-
vut Economic Outlook, one should not focus exclusively on
the statistics. The rise or fall of GDP does not in itself tell us
much about the changing quality of life of Nunavummiut or
the sustainability of those changes. The science of econom-
ics is moving increasingly toward methodologies that put
the importance of GDP in the correct context alongside
other equally important components of our well-being. For
our part, the Outlook aims to give equal emphasis to the
human impacts arising from economic growth as it does to
the size and scope of the GDP growth.

6.1 CANADIAN AND GLOBAL CONTEXT

Nunavut is located in a remote region within Canada. But
this does not mean it is isolated from the Canadian or world
markets. Nunavut is as much a part of the global economy as
any other region or nation. The impact of the recession has
made this apparent to everyone.

In the two years leading up to the fall of 2008, Nunavut’s
economy was in the midst of its first real period of growing
prosperity since the Territory was created. The onset of the
global recession brought this to an end. Investment capital
dried up and work at several resource projects was sus-
pended as their economic viability was re-evaluated. This
rise and fall of Nunavut’s economy had almost everything to
do with the rise and fall of the world demand for raw mate-
rials, and very little to do with the actions of Nunavummiut.

One would be right to argue that the land claim that
covers the entire region and distinguishes Nunavut from
Canada’s other Territories is a factor for exploration
companies looking for investments. In that sense, the
actions of Nunavummiut have influenced mineral devel-
opment and can influence the manner in which business
proceeds and can optimise outcomes.

48 | IMPACT ECONOMICS



2010 NUNAVUT ECONOMIC OUTLOOK

Nunavut imports most of its consumer goods such as fuel,
food, clothing, building materials, machinery and equipment
and exports such things as gold, fish and fur. It is a price
taker for all of these products—meaning the region’s supply
and demand for them does not alter the world price. Nuna-
vut does have some control over the supply of Nunavut-
specific products such as Inuit art and to a smaller extent
Arctic char and wild meats such as muskox and caribou, but
these products make up a small portion of the Nunavut
economy. Moreover, substitutes for these products are pro-
duced elsewhere limiting the extent to which their price can
be controlled. It is therefore important to understand some
of what is taking place in the national and international
economies.

6.1.1 World Economic Trends

Figure 6-1 contains the recent economic growth of some of
the larger economies in the world alongside that of Canada.
It shows that over the past five years all have experienced
similar economic growth. All entered the recession together,
and all look to be emerging from the recession in 2010.
There is agreement across most international organisations,
including the World Bank, the International Monetary Fund,
and the Organisation for Economic Cooperation and Devel-
opment (OECD), that Canada will outperform the average
across all OECD countries as it did in 2009 during the worse
periods of the recession. *

Figure 6-1
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The possibility of a second recession does exist, principally
because of a potential decline in the recovery in the United
States, but also because of some fiscal difficulties transpir-
ing within the European Union, most notably in Greece. In-
consistent monthly economic data from the United States is
keeping this fear alive. Nunavummiut will have to watch
closely to see whether the so-called double-dip recession
takes hold. Should it occur, Nunavut’s private-sector devel-
opment might be able to persevere given the strength in the
price of gold. Where Nunavut would suffer would be
through the negative impacts a second economic slowdown
would have on the larger Canadian economy, which would
negatively impact the federal government’s fiscal position
that could result in a reduction in overall spending in Nuna-
vut. (At the time this Outlook was in production, the likeli-
hood of a second recession was decreasing).

6.1.2 Canadian Fiscal Position

The federal government’s decision to move into a deficit
position in 2009 was a much discussed and debated topic
last year (see Figure 6-2). The decision was made around the
world that governments would increase spending in order
to lessen the severity and length of the recession. But be-
cause the Canadian economy and banking sector were in
relatively good positions, there was a debate whether Can-
ada needed the stimulus and if so, how much stimulus did it
need. In the end, the federal government overspent by $53.8
billion for the fiscal year 2009-10 and put forth a budget for
the current fiscal year that showed expenditures would ex-
ceed revenues by $49.2 billion. It was also announced at that
time that the government would remain in a deficit position
for the next four years.® With Canada’s economy perform-
ing well, it is possible a surplus could be achieved one year
earlier, so long as the spending projections remain intact.

Some perspective is needed to understand Canada’s fiscal
situation. Canadians have become accustomed to federal
surplus budgets. The last recorded federal deficit was in the
late 1990s. The surplus budgets combined with a strong
economy have brought the debt ratio from over 70 per cent
in the mid-1990s to where it is now (see Figure 6-3).This has
put Canada into a strong fiscal position. By the end of 2007,
Canada’s federal net debt was below 25 per cent of the
country’s GDP. This is in stark contrast to the performance in
other countries over the same time period, and in particular,
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that of the United States. Canada’s relatively strong fiscal
position entering the recession means is that this new debt
is manageable and that a second period of repressive fiscal
retrenchment, such as Canadians experienced in the early
and mid-1990s will not be necessary. This should give Nuna-
vummiut some reassurance that any decline in federal
spending, should it occur, should be small and short lived.

Figure 6-3
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Economic Outlook no. 87, Annex Tables.
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6.1.3 Arctic Sovereignty

The heightened interest in Arctic sovereignty should mean
more federal spending in Nunavut. But as noted earlier, it is
not yet clear what the federal government’s heightened
interest in Arctic sovereignty will mean for Nunavummiut.

The federal government’s Northern Strategy outlines Arctic
sovereignty as one of its four areas of interest, along with
the environment, social and economic development and
governance.®® Any ongoing or new programs with a focus
on the territories are now considered part of this broad
strategy. Falling under the Arctic sovereignty heading in-
clude the creation of a Canadian Forces Arctic Training Cen-
tre in Resolute Bay, refurbishment of the Nanisivik port facil-
ity to accommodate a military presence, investments in mili-
tary and coast guard icebreakers, and amendments to the
Arctic Waters Pollution Prevention Act. Exhibit 6-1 contains a
full list of the actions that have been listed under the sover-
eignty heading.

The Nanisivik Naval Facility will be primarily a docking
and refuelling facility. After some delays in construc-
tion, it is anticipated that operations will commence by
2013 with construction continuing through 2015. Cur-
rent cost estimates for the facility are $100 million.

The investments in the training facility and the port will pro-
vide indirect benefits to Nunavummiut in that an increased
military presence can mean some dollars enter the commu-
nities of Resolute and Arctic Bay. More direct benefits will
require cooperation on the part of the Department of Na-
tional Defence and the affected communities. There should
be opportunities for mutually beneficial infrastructure, some
arrangements on transportation of goods, and participation
of the civilian population in labour needs of the military.
Spending on military equipment will have remote benefits to
Nunavummiut, as will changes in legislation. The greatest
impact of all will be determined well into the future when
the whole issue of Arctic sovereignty and rights over the
Northwest Passage are settled.
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Exhibit 6-1

Strengthening Our Presence

> $720 million to procure a new Polar Icebreaker - the CCGS John G. Diefenbaker

> Procuring new Arctic/Offshore Patrol Ships

>  Expansion and modernization of the Canadian Rangers

>  Establishing a Canadian Forces Army Training Centre in Resolute Bay

>  Establishing a deep-water berthing and fueling facility in Nanisivik

>  Launching RADARSAT Il satellite

>  Ongoing military exercises and surveillance operations such as Operation Nanook

Enhancing our Stewardship

>  Providing strategic meteorological information and navigational data in key zones to facilitate the safe management of marine

traffic in the Arctic (Budget 2010)
>  Introducing new ballast water control regulations

>  Amending the Arctic Waters Pollution Prevention Act

>  Making reporting mandatory for all vessels under NORDREG

Defining Our Domain and Advancing Our Knowledge

> An additional $40 million over four years to fund scientific studies to determine the full extent of Canada's continental shelf as

defined under UNCLOS

Source: Government of Canada, Recent Northern Strategy Commitments. (www.northernstrategy.ca)

6.2 POPULATION OUTLOOK
The population forecast is a critical component of the overall

economic outlook. It is the basis for determining the base-
line demand for consumer goods and services, jobs, gov-
ernment services and community infrastructure. The trans-
fer received by the Government of Nunavut through its Ter-
ritorial Formula Financing Agreement with the federal gov-
ernment is, in part, tied to the population base. The demo-
graphic profile within a population provides information on
the specifics of these demands, such as the need for educa-
tion services and health care. It is also the determinant for
household formation and thus the future needs for public
and private housing.

In Chapter 4, Nunavut’s demographic profile was presented.
In this section, the components of population growth are
analysed along with the impacts of changes to this profile
over the forecast period.®’

6.2.1 Natural Rate of Growth
The fertility rates of Nunavummiut women are the highest in
the country. Current statistics show that they will typically

have 3 children in their lifetime. Across Canada, the national
average is closer to 1.6. As was discussed in Chapter 4, it is
the high rate of births amongst the 15 to 24 age cohort that
really separates Nunavut from the rest of the country.

There is some question as to how long Nunavummiut will
remain at this fertility rate. The long-held assumption has
been that these rates will decline slowly over time as they
have in southern Canada and within many First Nation com-
munities. This assumption has not yet shown itself to be cor-
rect. Over the past 10 years in Nunavut, the fertility rate has
remained virtually unchanged.

Nevertheless, the demographic forecast in this Outlook has
maintained the assumption of a declining fertility rate; albeit
at a very conservative rate of decline. From 2010 to 2025, the
average number of births per female will decline from its
current level to 2.6 (see Figure 6-4). The new level will be
achieved largely by a reduction in teen pregnancies and
smaller decreases in pregnancies for women in their 20s. For
women aged 30 to 39, it is possible that we will see a slight
rise in child birth over the 15 year time frame (see Figure 6-5).
This will occur when women postpone having a family in
order to complete their education and start a career much
like what happened in Canada throughout the 70s, 80s and
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Figure 6-5
Projection of Number of Children Born in Nunavut by

Age Cohort of Women, 2002 and 2025
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90s. At 2.6, the fertility rate is still well above the national
rates, but is more in line with today’s national Aboriginal
fertility rates.

The result of this diminishing fertility rate will be the even-
tual decline in the number of children born in Nunavut.
However, this is still many years away. Recalling Figure 4-3
from Chapter 4, the largest cohort of females in Nunavut
presently are between the ages 0 and 14. Therefore, even if
their tendency to have 3 or more children is reduced, the
fact that there will be more females of child bearing age in
the near future will mean the number of births in Nunavut
will remain above 800 for the rest of this decade (see Figure
6-6).

I 2010 NUNAVUT ECONOMIC OUTLOOK

Figure 6-6
Total Number of Births, 2000 to 2025
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Figure 6-7

Projected Number of Deaths, 2008 to 2025
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Projecting life expectancy for Nunavummiut is challenging in
that the current sample size of older residents is very small.
Also, one would expect the rate of infant deaths, which is
extremely high in Nunavut, will decrease over time though
the pace of this decline is not easily determined. For these
reasons, the current statistics on life expectancy by age co-
hort are maintained over the forecast period (see Figure
6-7). The small number of elderly in Nunavut also means that
this assumption will not affect the population forecast
should life expectancy improve over the next 15 years.
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6.2.2 Migration

The original Nunavut Economic Outlook included a forecast
of population growth what would now be considered very
optimistic. At that time, it seemed reasonable to predict the
number of Nunavummiut would reach 43,000 by 2020. What
the last ten years have taught us, however, is that Nunavut
(much like the Northwest Territories) consistently loses
more residents to other regions of the country than it gains.
Since 1999, there have been three years in which this has not
been the case: 2000; 2001, and 2002. In the seven years since
then, Nunavut has been a net exporter of residents.

There is little to suggest a change in this trend over the fore-
cast period. If one believed that migration was driven by
economic activity alone, then 2007 and 2008 should have
seen a positive net migration when the economy grew by
almost 20 per cent. This didn’t happen. Since the end of
2002, Nunavut has exported a total of 1,260 people. There
has not been enough research into this outflow of Nuna-
vummiut to determine the factors influencing migration. It is
worth noting that, based on Census data, the outflow of
Nunavummiut is evenly distributed between Inuit and non-
Inuit residents. As of 2009, Nunavut Tunngavik Inc. reported
that 1,454 beneficiaries were living outside Nunavut.

Major project development could slow the rate of out mi-
gration. But again, this assumes that migration is driven by

Exhibit 6-2

economic activity alone. One can look at the experience of
the Northwest Territories to understand this is not the case
(see Exhibit 6-2). Its economy rivalled that of Alberta’s over
the past ten years, and yet that Territory has averaged a net
loss of almost 400 residents annually, with only two years in
the last ten where the number of arrivals outpaced that of
departures. The challenges the Northwest Territories has
had in retaining residents are likely factors for Nunavut as
well. Cost of living, few housing options (especially outside
[qaluit), distance from family in southern Canada, weather
and isolation are all prominent factors.

A final factor to consider and one that will become more and
more prominent over the forecast period is the out migra-
tion of seniors and those approaching retirement age. The
forecast for Nunavut’s population includes an assumption
that most non-Aboriginal Nunavummiut will retire in south-
ern Canada. It remains to be seen how many Inuit will do the
same. But with a growing number of Inuit now living in the
south, that option may become increasingly attractive over
the next 20 years.

It is for these reasons that net migration will remain nega-
tive, on average, for the entire forecast period. While there
will be some variation during this time period, the average
net loss of residents will equal 150 annually.

The NWT Bureau of Statistics conducted a comprehensive survey of diamond mine employees in the spring of 2009 on behalf of De Beers
Canada Inc., Rio Tinto, BHP Billiton and the territorial government. “The survey focused on things diamond mine employees like and dis-

like about their current community of residence, factors they consider when thinking about relocation and barriers to moving to the

Northwest Territories.”

One of the more interesting results from the survey showed 44.6 per cent of mine workers currently residing in the NWT stated they
were likely or very likely to leave the Territory in the next year should an opportunity to do so arise. A majority (64.3 per cent) of these
people cited the cost of living as the number one factor. Other prominent considerations included wanting a change, the weather, and a

desire to be closer to family. Other important highlights from the survey include:

e closeness to family and friends is the most critical factor in considering one’s residency, followed by financial considerations such as

cost of living, cost of housing, etc.;

e withincreased education comes greater mobility and increased interest in the intrinsic benefits to relocating such as recreational

opportunities;

Of those mine workers not considering relocation to the NWT, the main reasons cited included that they like their home community and
were concerned with the cost of living in the NWT and the length of winters.

Source: NWT Bureau of Statistics, 2009 NWT Survey of Mine Employees, August 2009.
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6.2.3 Population Projections

The assumptions on fertility and mortality rates and migra-
tion were entered into the Nunavut Demographic Model. It
calculates that the population will grow to 39,703 by 2025
(see Figure 6-8).

Figure 6-8
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Source: Statistic Canada Demography Division, Impact Economics.

Perhaps most interesting is how this change in population
will alter the demographic profile of the Territory. Figure 6-11
on the following page displays the population pyramid from
1999 compared with that of 2025.%% Some points to consider
when viewing this figure:

e  Fertility rates are expected to remain well above the
natural replacement rate which is the rate needed to
maintain the population at a constant level over time. It
is slightly higher than 2 children for every female
because it accounts for early and/or accidental deaths.
The high fertility rates will prevent a “bust” generation
from appearing over the next 15 years.

e There are some assumptions embedded in the
demographic model to bias the migration patterns
based on age. Every year, approximately one thousand
people migrate away from Nunavut and almost as many
move to Nunavut. Over the forecast period, the annual
difference is a negative 150 people. However, the
people leaving do not necessarily have the same
demographic profile as the people entering. The
differences in age, gender, education, marital status and
ethnicity of these migrants can have a significant impact
on the overall composition of the population.
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6.2.4 Implications of Demographic Changes

The changes to Nunavut’s demographic profile will have
numerous implications for the Territory, its economy and its
government. In this section, age-cohort specific statistics are
presented.

6.2.4.1 Education

Nunavut now has more students enrolled in school than
does the Northwest Territories; this despite the fact that
Nunavut’s overall population is three-quarters the size (see
Figure 6-9).

Figure 6-9
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However, Nunavut is producing far fewer graduates (see
Figure 6-10). This can be explained in part by the distribution
of students. Nunavut has more students enrolled in lower
grades and therefore not ready to graduate. The remaining
discrepancy is the result of lower graduation rates.

Figure 6-10
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Figure 6-11

Population Pyramid, Nunavut, 1999 and 2025
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Looking ahead, the number of school-aged children in Nuna-
vut (those between the age 5 and 18) will grow from its
2009 level of 9,353 t0 10,438 in 2025 (see Figure 6-12). Ex-
tending the analysis an additional five years to 2030 brings
us to the peak year when the number of school-aged chil-
dren living in Nunavut will be just shy of 11,000. The rising
number of children represents a growing challenge for the
Department of Education’s budget, while the need to im-

prove performance is obvious.

6.2.4.2 Health

Nunavut’s relatively young population translates into lower
demand for treatment services than what would be found in
other Canadian jurisdictions that have a much higher pro-
portion of the population over 60 years of age. Neverthe-
less, as shown in Figure 6-13, the actual number of Nuna-
vummiut over 60 years of age will more than double by
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2025. This will result in increased demand for community
health and social supports both in the home and in

Figure 6-12
Nunavummiut Aged 5 to 18, 1999 to 2030
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Source: Statistics Canada, Demography Division, Impact Economics
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residential settings. Like other jurisdictions in Canada, Nuna-
vut decision makers will need to consider how best to sup-
port a growing elderly population and their informal care-
givers (e.g., family members) who are the backbone of any
support system.

Figure 6-13
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Furthermore, the increasing population of people over 60
years of age will put pressure on the health system to treat
and manage more people with chronicillnesses (e.g. diabe-
tes). Nunavut is not alone in this respect and will likely bene-
fit from best practices developed in other jurisdictions
where the pressures are more immediate. But any measures
put in place now to reduce the future burden of chronic dis-
ease will be a worthwhile investment.

6.2.4.3 Labour Force

The changing demographic pattern has implications for
Nunavut’s labour force. The number of Nunavummiut aged
15 and older (considered the source population for the la-
bour force) will grow from 21,868 in 2009 to 27,874 in 2025.
If one were to assume that participation rates remain at
their 2010 level which has been 65 per cent on average, then
the labour force will increase by almost 3,900 over this same
period. To keep the unemployment rate at its 2009 level of
16.8 per cent would require that 3,250 new jobs be created
between now and 2025.

This analysis might seem somewhat backwards. We typically
think of economic growth and job creation in terms of de-
mand. The point here though is to demonstrate what the
supply of labour will be, which can be interpreted as the
demand from Nunavummiut for employment. It begs the
question:

2010 NUNAVUT ECONOMIC OUTLOOK

“Where in Nunavut will these jobs be created?”

The need for a larger economy is more apparent if we add to
the analysis some modest improvements, with the participa-
tion rate climbing to 70 per cent and the unemployment rate
falling to 12 per cent. Under this more optimal scenario, the
labour force would grow by 5,300 in the next 15 years and
would require that 5,340 new jobs be created (see Figure

6-14).
Figure 6-14
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The challenge for Nunavut is to raise the level of economic
activity that would create enough jobs. Certainly, govern-
ment will not be an instrument of growth of that magnitude,
so it will depend on the growth in the private sector.

Of course, the first Nunavut job market that should be ex-
ploited by the local workforce is the one currently filled by
job tourists; those work crews that come to Nunavut to
complete specific projects. This is most common within the
construction industry where the productive season is short
and the list of projects is long. There are simply not enough
trained Nunavummiut to fill all the needed jobs, but it is an
area where many jobs could be found for new entrants into
Nunavut’s workforce.

6.2.4.4 Housing

As of 2009, 52 per cent of Nunavut’s population were under
the age of 24. Fertility rates are very high for the younger
cohorts. Put together, we know that the number of young
families will grow at an increasing rate for the next 20 years.
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This means an increasing rate of household formation and
thus a greater demand for housing (see Figure 6-15). By 2025,
the number of housing units in Nunavut could grow to al-
most 10,842 from its existing stock of 9,041. If Nunavut were
to reduce its occupancy rate over time—for example, should
it decrease to 3.0 people per dwelling from its current level
of 3.6—then the projected number of homes needed by
2025 would grow to 12,866.

Figure 6-15
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A\

Nunavut’s population will approach 38,600 by 2025.

»  Assume that the Territory maintains its current public
housing occupancy ratio of 54 per cent and that the
overall occupancy rate remains close to 3.6 people per
dwelling.

»  Under this scenario, the number of public houses owned
by the government will increase from 4,183 to 5,855 by
2025.

»  This will require the annual construction of approximately
110 new units at a cost of $36 million per year (assumes per
unit cost of $325,000).

> And using today’s prices and current O&M costs, these

homes will cost the Government of Nunavut $130 million in

maintenance fees alone on an annual basis.

The majority of these needs cannot be met through the pro-
vision of social housing. At some point, Nunavut will no
longer be able to afford the cost associated with building
and maintaining an ever increasing stock of houses (see Ex-
hibit 6-3). And even if Nunavummiut want this number of
public housing units, it must be reiterated that the current
build rate is based entirely on federal government specific-
purpose financial support. It is not prudent to assume these
funding programs will continue indefinitely especially in the
face of the Government of Canada’s current fiscal deficit.

6.3 GDP: A REVIEW OF THE DATA

Table 6-3 presents Nunavut’s real gross domestic product
(GDP) from 2005 to 2009 as well as 1999. A close look at the
changes in 2009 show that the 10.6 per cent decline in real
production was largely attributable to a $120 million drop in
construction. Most of this decline is the result of a single
project—the construction of the Meadowbank Gold Mine,
where expenditures peaked in 2008.

The full stop at many of the Territory’s mineral exploration
camps beginning in the latter half of 2008 can be seen in the
decline in mining in 2009 which includes exploration activi-
ties. This number will jump in 2010 as Meadowbank goes
into full production.

The changes in government spending are also noteworthy in
that there has been virtually no change for a number of
years. This contribution won’t improve in 2010.

Otherwise, there is little to say about Nunavut’s economy
for 2009. It was a recession year and as one might expect
during a recession, the economy provided few highlights.

This will not be the case moving forward, however. We can
expect the next several years to be much more interesting.
The mining sector will take on its new shape, the fisheries
will look to increase its inshore activities and explore the
commercial viability of new species, tourists will become
more numerous aboard cruise ships bound for the North-
west Passage, the construction industry could be shaped by
several major infrastructure projects should they proceed,
while the arts industry could benefit through its improved
organisation and increased activities.
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Nunavut's Real GDP at Basic Prices, 2005 to 2009

($, millions, chained (2002) prices)

1999 2005 2006 2007 2008 2009
Fishing, Hunting and Trapping 0.3 0.6 0.5 1.7 2.5 2.1
Mining and Exploration 89.6 7.3 19.4 241 15.3 8.6
Utilities 24.3 19.1 18.9 19.7 20 20.7
Construction 62.8 143.8 141.2 213.5 293.7 174.1
Manufacturing 1.2 1.5 2 1.7 1.5 1.1
Goods-producing Industries 178.2 172.3 182 260.7 333 206.6
Wholesale Trade 73 12.9 14.7 18.4 26.2 21.4
Retail Trade 35.6 44.9 47.5 49 51.7 51.3
Transportation and Warehousing 28.1 17.7 16.4 16.8 18.5 17.6
Information and Cultural Industries X 36.4 39 4041 4241 42.4
Finance, Insurance, and Real Estate 104.3 157.6 161.2 166.5 173.9 179.7
Professional Services 8.1 10.7 1.1 1.4 1.3 1.4
Administrative and Support Services 7.6 1.7 13 13.1 13.5 13.7
Education Services X 104.1 107.2 11.9 116.3 19
Health Care and Social Assistance 69.3 84.5 86.1 86.8 86.9 87.3
Arts, Entertainment and recreation X 1.5 1.3 1.3 1.3 1.3
Accommodation and Food Services 16.6 19.4 18.6 19.7 20.6 19.9
Other Services (except public administration) 10.1 16.8 15.6 16.2 16.4 16.5
Public Administration 179.7 274.5 2775 278.2 274.9 274.6
Service Producing Industries X 792.7 809.2 829.4 853.6 856.1
Gross Domestic Product at Basic Prices 751.3 956 983 1,081 1,177 1,052
Economic Growth 1.0% 2.8% 10.0% 8.9% -10.6%

Source: Statistics Canada, CANSIM Table 379-0025. Note: ‘x’ denotes data has been suppressed.

6.4 MINING OUTLOOK
The 2008 Nunavut Economic Outlook described the risks

associated with Nunavut’s mining outlook. Apart from the
Meadowbank Gold Mine, which is now operating, there isn’t
a single deposit in Nunavut that is 100 per cent guaranteed
to be developed, though some show much greater pros-
pects than others. Determining which project to include in
the forecast depends on the market conditions and the
known extent of the deposit. But even with perfect informa-
tion, changes in world demand or exploration results can
cause a project to be fast-tracked or delayed. Projections of
GDP and employment based on mine openings must there-
fore be viewed with some caution.

We include mining projects in the forecast in order to under-
stand how social and economic performance will change
and where public policy intervention might be necessary to
improve benefits and limit negative impacts. For example,
knowing the near- to medium term labour requirements of a
project can direct education and training courses. In another
example, having a reasonable projection of economic devel-
opment helps communities understand how the demand for
infrastructure will be affected, whether or not there will be
in migration, and what consequences that might have on
community services. It is far better that a community is over
prepared or that its investments are two years ahead of the
project’s schedule and not two years behind. From the per-
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spective of society as a whole, ignoring a project can mean
important policy debates don’t take place which can leave
government unready for the changes that will occur and
further affects public perceptions of government’s leader-
ship.

The other risk described in the 2008 Outlook dealt with the
effect of a mining boom on social inclusion and the potential
deterioration of Nunavut community well-being. At issue is
the rise in income disparity that is a guaranteed outcome of
economic growth and the possibility that community cohe-
sion could suffer in the face of rapid economic and social
change. The modernisation that will take place in communi-
ties through rapid economic change tends to erode social
ties. At the same time, both the perception and the reality of
new inequalities are most likely increasing while the social
institutions that might otherwise help people understand
and cope with these changes are deteriorating.®®

Arise in income disparity is not an outcome specific to min-
ing. Any form of rapid economic growth will produce this
change. Even the creation of Nunavut itself, which brought
with it numerous business opportunities for Nunavummiut,
has created haves and have nots throughout the Territory.
This has changed relationships and altered the economics
of family units. It would be wrong to cast the social and
community changes that mining will bring as something
entirely new for Nunavummiut. These changes are already
well underway right across the Territory.

Nevertheless, it is important to understand that the size
and maghnitude of the disparity created by rapid economic
growth can be magnified in economies that are smaller and
less developed. What distinguishes one society over an-
other is the ability to put in place the public policies that
promote what might be called moral growth—growth that
is sustainable, that increases living standards not just today
but for future generations as well, and that leads to a more
tolerant, open society. Also, what can be done to ensure
that the benefits of growth are shared equitably, creating a
society with more social justice and solidarity rather than
one with deep rifts and cleavages*

* Joseph Stiglitz, The Ethical Economist, Foreign Affairs, Volume 85, Number

6, November/December 2005.
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Now, two years later, the risks and opportunities in Nuna-
vut’s mining sector are virtually unchanged. Yes, the world
has undergone a massive recession that has certainly taken
a bite out of Nunavut’s previous growth path, but the min-
ing outlook is still strong. Most of the projects being dis-
cussed in the last Outlook are still on the table today. Some
are even more advanced than had been expected.

The projects included in this year’s projections are all poten-
tially viable. Backed by a continuation of record high prices,
the gold deposits at Hope Bay and Meliandine Lake are likely
to be developed in the next three to five years (see Figure
6-16). The uranium deposit at Kiggavik will also likely be op-
erational before the end of this decade. Other deposits re-
quire a more careful study, but could also be developed be-
fore 2025. They include the silver, gold and base metals de-
posits at Hackett River and George Lake/Goose Lake, the
iron ore at Mary River and the zinc deposit at I1zok Lake.
Questions regarding the capital requirements for the Mary
River project add to its uncertainty. A new diamond discov-
ery near Pangnirtung shows some promise, but for now not
enough is known about the extent of the deposit to con-
sider it in this year’s forecast.
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6.4.1 Mineral Production

Agnico-Eagle Mines poured its first gold bar from Meadow-
bank in the first quarter of 2010. This is the first mineral pro-
duction in Nunavut since the Jericho Diamond Mine closed in
2007. The mine remains on target to produce between
350,000 and 400,000 ounces of gold annually, worth as
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much as US$ 500 million at today’s spot price. The mine life
is expected to be just over nine years, but could be ex-
tended if ongoing exploration can uncover additional re-
serves.”’

The mine’s employment as of August 2010 was 1,435. This
consisted of 637 Agnico-Eagle employees and another 798
contractor employees (see Table 6-2). Some 209 people
were working to complete the final stages of construction,
while 191 were working on the dyke in preparation for Phase
Il of the mine’s operations. The remaining 1,035 were in-
volved in various aspects of the mine’s operations. The
overall workforce will be scaled back once the construction
phase is complete later this year.

Table 6-2

AEM Contractors Total
Total Workforce 637 798 1,435
Nunavummiut 241 38 289
Source: Agnico-Eagle Mines, Meadowbank Division.

Nunavummiut currently make up 20 per cent of the overall
employment, or 289 workers. Of these workers, 241 are Ag-
nico-Eagle employees working at the mine site or in Baker
Lake and represent 38 per cent of the company’s total work-
force for the project. The greatest source of local workers is
Baker Lake where 147 people are employed by Agnico-Eagle.

The local workforce make up a large portion of the unskilled
and semi-skilled positions at

the mine, but have some
representation in skilled
positions and in manage-
ment (see Table 6-3). This
distribution of employment
means that Nunavummiut
take home a smaller share
of the total wages paid.

This is an area that the com-
pany and government are
working to improve through
an aggressive training pro-

gram. Agnico-Eagle has spent in excess of $400,000 on train-

Table 6-3

Nunavummiut Workforce

# of Employees
Unskilled 80
Semi-skilled 124
Skilled 8
Management 29

Source: Agnico-Eagle Mines, Meadow-

bank Division

ing over the first seven months of the year and is consider-
ing the purchase of a training simulator for its haul trucks.
Additional training will soon be available through the crea-

tion of the Kivallig Mine Training Society that has a mandate
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to interface between prospective workers and mining com-
panies to find a means to get those individuals into the cor-
rect training programs. Agnico-Eagle has guaranteed em-
ployment for Kivalliq students who successfully complete
the mine training courses.

6.4.2 Medium-term Prospects

6.4.2.1 Hope Bay

Newmont Mining is almost certain to be the next producer
of gold in Nunavut. It has ramped up its efforts in 2010 to be
ready for production at its Doris North site sometime late
next year. The company will bring 20,000 tonnes of cargo to
site along with 22 million litres of diesel fuel. It is undertaking
a sizeable drill program including 42 km of drilling in its ad-
vanced fields and another 24 km of drilling in exploration.
New infrastructure will be put in place, including an ex-
panded camp and underground developments. It total,
Newmont will spend US$200 million this year alone.”

The current mining certificate is based on the environmental
assessment completed by Miramar Mining, the property’s
former owner. That licence is for two years only. It is unclear
whether Newmont would be able to extend the life of that
licence in order to avoid suspending operations while it
seeks regulatory approval for the full life of the mine. Should
such an extension be granted, Newmont would be able to
continue its Doris North operations while exploring addi-
tional sites. The potential exists for mine production to ex-
ceed nine million ounces over a mine life that could ap-
proach 20 years and employ, at times, as many as 800 peo-

ple.

It was reported that as many as 80 Nunavummiut were
working on the mine’s development during 2010. Newmont
Mining has assisted in the development of training programs
including the creation of some apprenticeship positions.

6.4.2.2 Kiggavik

The uranium project owned by AREVA Resources and lo-
cated 80 km west of Baker Lake has moved closer to devel-
opment over the past two years. The company is now work-
ing on the project’s feasibility study and the baseline socio-
economic assessment in addition to its exploration activities.
AREVA expects it will receive its final instructions from the
Nunavut Impact Review Board by the first quarter of 2011.
That will be followed by an environmental assessment proc-
ess that will require a minimum of three years. A realistic
schedule would see construction begin by 2015 or 2016 and
operations starting three years later.
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The Kiggavik Project is estimated to contain geological re-
sources representing approximately 52,000 tonnes of ura-
nium with a grade of approximately 0.23%.”* Based on a re-
serve of 44,000 tonnes, the property has the potential to
remain in production for up to 17 years, producing between
2,000 and 4,000 tonnes of uranium annually, employing a
staff of 400 to 600 people.”

One thing to watch for in the next few years is the price of
uranium. It peaked in June of 2007 at US$136 per pound and
had begun its slide well before other mineral prices.”* And
unlike other minerals, its value has not made any real gains
since (see Figure 6-17). As of August, the spot price for ura-
nium (u308 restricted price) was still below USs$50 per
pound.

Figure 6-17
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There remains some public concern over the possibility of
uranium production in Nunavut. This could slow the regula-
tory process down. AREVA Resources has been involved in
extensive community consultations, which should help in
educating the local population about a uranium mine and
addressing safety concerns. The schedule proposed by the
company suggests that it expects a rigorous regulatory
process.

6.4.2.3 Meliadine

Agnico-Eagle Mining purchased the Meliadine property from
Comaplex earlier in 2010 and has quickly increased the drill
program that will see six rigs operating in 2011. In addition,
Agnico-Eagle will spend up to $40 million to extract a bulk
sample from the Tiriganiaq deposit and complete the neces-
sary metallurgical testing. A complete feasibility study of the
property will also be conducted in the near future. Should

the schedule go as planned, the mine will receive its permits
by 2013 and be producing gold by 2015 after a two year con-

struction period.” Of course, any delay along the way would
push this schedule back a year or two.

Unlike the company’s Meadowbank Gold Mine, Meliadine
will be an underground operation after an initial year of
open pit production. The mine would be small, likely operat-
ing for eight years, requiring a staff of 350. Once fully under-
ground, production could reach 300,000 ounces a year.

What will be unique about this mine is its proximity to the
community of Rankin Inlet, which is only 25 kilometres away.
The closeness will facilitate the possibility of some employ-
ees working a daily shift rather than a rotation. However,
because of the challenging weather conditions in that area,
there would be times when the daily commute would not be
possible. The camp will be built big enough to accommodate
the entire work crew when the commute is not possible.

The proximity to Rankin Inlet has other benefits. The con-
struction of a road to the property will give the community
improved infrastructure such as a bridge across the Meliad-
ine River. There is also a need for improved port facilities.
The mine is not large enough to finance a project of that size
on its own, but through local partnerships and government
support, that infrastructure could be developed.

6.4.3 Long-term Prospects

There are several prospective mining projects that could
have a sizeable impact on the Nunavut economy should they
be developed. The deposits at Hackett River, 1zok Lake and
Mary River are all world class. The value of silver, copper,
lead, zinc and iron has been rising steadily since early 2009
and it is not inconceivable that one, two or all three projects
be developed before 2025. But all three have the same prob-
lem—they are all stranded by a lack of infrastructure;
namely roads to the coast.

Hackett River is a silver, copper, lead, zinc deposit owned by
Sabina Gold and Silver Corporation. It is located south of
Bathurst Inlet. A 96 km road to the Arctic coastline and a
port facility would be required to develop this site.” If de-
veloped, this project would likely require a $500 million ini-
tial capital investment and would operate for approximately
16 years with open pit and underground operations.

The Mary River iron deposit is currently owned by Baffinland
I[ron Mining Ltd. This is a rich iron deposit situated 160 km
south of Pond Inlet. In the days leading up to this reports
completion, the company became subject to a hostile take-
over bid by a foreign interest. Should Baffinland accept the
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offer, the Mary River site will likely see a new round of ex-
ploration and sampling and new ideas on how that deposit
could be developed.

The plan put forward by Baffinland had a price tag of $4.1
billion based on pre-recession prices with operations span-
ning a minimum of 25 years. These cost estimates were de-
termined at a time when input costs were at record levels
and included a rail line and full port facility at Steensby Inlet.
Over the past year, other options have been considered
such as using the existing service road that runs north to
Milne Inlet. As reported in the 2008 Outlook, this project
would be massive, requiring a construction crew of 2,680 at
its peak and 450 during operations.”

Izok Lake is a rich zinc deposit now owned by China
Minmetals Corporation, a state-owned Chinese mining com-
pany. That company also acquired the High Lake property
which is closer to the Arctic Coast and has a confirmed re-
source that was established in 2008 by Zinifex Canada Inc., a
previous owner of the deposit. With the new ownership, it is
unclear whether there is any interest in developing the re-
source in the near future. There was no investment in the
Izok Lake property in 2009, while a limited drill program was
executed on High Lake.

6.5 CONSTRUCTION OUTLOOK

The construction industry continues to benefit from mining
sector activities and public infrastructure funding. According
to Statistics Canada’s latest report on Private and Public In-
vestments in Canada, there will be an overall increase in con-
struction of 24 per cent in 2010. This increase can be largely
attributable to several large projects, including

e the continuation of construction activities at the
Meadowbank Gold Project,

e theincreased activity at Hope Bay,

e public housing construction,

e the completion of several large government buildings
0 the Trades Training facility
0 the new Corrections facility in Rankin Inlet and
0 the final work on the Pigquisilirivvik Inuit Cultural

Learning Centre in Clyde River,

e the private sector has also invested in new housing and
commercial buildings such as the new building which
houses the First Nations Bank of Canada in Iqaluit.

Looking toward 2011 and beyond, we should expect the
overall expenditures in construction to fall back somewhat.
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Most of the major projects currently underway will be com-
pleted in 2010 or within the first half of 2011 and there are
not nearly as many projects waiting to replace them. This is
true of both the public and private sector.

On the public-sector side of things, capital spending will de-
crease. The Government of Nunavut will scale its capital ex-
penditures by approximately 50 per cent and as mentioned
there could be longer-term implications stemming from the
Nunavut Housing Trust overspending debacle.

In the private sector, the biggest change will come from the
mining industry with the construction of Meadowbank
largely completed. Newmont’s investment strategy at Hope
Bay will partially offset the losses and ultimately provide a
rebound once the full construction crew moves in laterin
201M.

Over the medium to long term, the two additional mining
projects in the Kivalliq will return the overall construction
industry to its current level of activities.

The timing of these mining projects is advantageous for
Nunavut’s construction outlook. Construction began at
Hope Bay this year just as activities at Meadowbank were
slowing down. This project will see construction span sev-
eral years as new resources are opened for development.
Around 2013, Agnico-Eagle Mines would like to begin con-
struction at Meliadine assuming a positive feasibility study
and a successful Environmental Assessment. That project
will be at least two years in duration. And by 2015 or 2016, it
is possibly that AREVA Resources will be in a position to start
construction of its Kiggavik Project, which would span four
years. Should any of the longer-term prospects become a
reality within the next decade, they would provide an addi-
tional boost to this year’s Outlook.

6.5.1 Nunavummiut Participation in Mine Con-
struction
Exhibit 6-4 on the following page provides an overview of
the construction phase of the Meadowbank Gold Mine and
the participation of Nunavummiut in that work. By Septem-
ber of last year, 258 Nunavummiut were working directly on
the project. This represents 21.7 per cent of the total work-
force at that time. In two or three year’s time, another mine
development is planned for the Kivalliq region; and another
two years after that. Increasing local participation with each
project should be a goal for the region.
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Exhibit 6-4

_3@@_

The Meadowbank Gold Mine, owned and oper-
ated by Agnico-Eagle Mines Ltd. (AEM), was Meadowbank Construction Workforce, 2008 to 2009
developed over a three-year time period begin- e

ning in 2007 at a cost of US$600 million. By Oct. ‘08 Feb. ‘09 Sept. ‘09
September 2009, there were close to 1,200 Nunavut-based Employees 191 132 258
employees working on the project. Of that (percent of total) (20.5) (1.5) (1.7)
total, Nunavummiut filled 258 positions of Non Nunavut-based Employees . 480 o5

which 189 were employed by AEM and 69 by

contractors. (percent of total) (79-5) (78.5) (78.3)
AEM draws its Nunavut-based labour from

within the Kivalliq region, and targets the community of Baker Lake specifically. As a Agnico-Eagle Mines’ Number of
result, 141 of its employees (as of Sept. 2009) were residents of Baker Lake. Another 24 Kivalliqg Workforce Employees
came from Rankin Inlet and 18 from Arviat. Arviat 18
Nunavut-based employees received 4,554 hours of training in 2009. This included but Baker Lake 41

was not limited to 36 staff members who completed Haul Truck upgrade training and Chesterfield Inlet 4
another 9 who received Mill Operator training. Other programs offered were security, Coral Harbour 1

mine rescue, first aid, air traffic control, driving, confined space entry, WHIMIS, Cat D9 Rankin Inlet 24
Dozer, fall protection, water truck, skid steer loader, kitchen, school bus and others. Whale Cove 1

Some of the construction activities have continued throughout 2010 alongside produc-

tion. This has elevated the overall number of people working on the Project to more than 1,400 over the summer months and will extend
the impact this project has had on Nunavut’s GDP. The jobs will disappear over the next 12 months as the work is completed.

Source: Agnico-Eagle Mining, Kivalliq Socio-economic Monitoring Committee 2009 Annual Report

This goal stands a good chance to be reached because of
earlier investments such as the creation of the Trades Train-
ing Facility in Rankin Inlet and more recently, the establish-
ment of the Kivalliq Mine Training Society (see Exhibit 6-5).

But another issue to look at in more detail is that of labour
mobility. This has already been mentioned in this report, but
bears repeating here. The mining sector is finding a home in
the Kivallig and Kitikmeot regions of the Territory. There are
some longer-term prospects on Baffin Island, but nothing
over the next five years. One way to improve local participa-
tion is to tap into the labour resources beyond regional
boundaries. For example, there are many trained and ex-
perienced Nunavummiut who worked on the Mary River
Iron Project who are out of work now or would be inter-
ested in mining and mine construction jobs.

Are there mechanisms to bring workers from Baffin Island
onto the construction sites in western and central Nunavut?

There are obvious logistical and cost issues, but these costs
should be studied and weighed against the benefits.

There are countless other examples that one could consider.
For instance, there might be families in the Kivalliq or Kitik-
meot regions considering a move to Iqaluit to access Gov-
ernment of Nunavut jobs. At the same time, skilled labourers
in Igaluit might want to move to the Kivalliq or Kitikmeot
region to access jobs available at the Meadowbank or Hope
Bay Gold Mines. The family moving to Iqaluit should be able
to sell or trade their home to the family moving west and
vice versa. The absence of an efficient housing market and
the government system of public housing could be prevent-
ing such moves.

As in previous discussions, the point here is to show a need
for research and development of new ideas for the efficient
allocation of resources, which includes labour resources.
Nunavut has many barriers that are preventing increased
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participation and greater distribution of wealth. Each should
be investigated to determine how and where improvements
are possible.

Exhibit 6-5

The Kivalliqg Mine Training Society has been established to
coordinate the training needs of the labour force to meet
the demand for skilled labour in the region’s resource sec-
tor.

Its goal is to deliver a comprehensive Training-to-
Employment Plan to prepare Land Claim Beneficiaries who
are residents of Nunavut's Kivalliq region for guaranteed
employment opportunities in the mining sector and spin-off
economic activity.

The organisation has several partners, including.

®  Aboriginal Skills and Employment Program (Govern-
ment of Canada)

® Agnico-Eagle Mines

® Kivallig Inuit Association

® GN Economic Development and Transportation

® Kivallig Partners in Development

®  Nunavut Arctic College

The program requires that its funding be backed by an
industry sponsor (in this case AEM) that guarantees em-
ployment for participants who successfully complete their
training.

The current funding is in place until March, 2012. In that
time, the Society has targets that must be met. The most
important of those is that at least 150 people from the
Kivalliq region successfully complete their training courses
and are offered employment as a result.

It is hoped that this new Society can make a difference in
the overall skill set of Kivalliq labour and ultimately im-
prove the level of participation in the region’s growing
wage economy.

6.6 FISHING OUTLOOK

Nunavut’s fishery has undergone a number of changes over
the past five years. In 2005, the Nunavut Fisheries Strategy
was created, since then the industry has:
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e expanded its physical capital through the acquisition of
vessels and gear,
e invested inits human capital through the Nunavut
Fisheries Training Consortium,
e invested in its organisational capital
0 growing to four independent, active, fishing
entities, and
0 successfully lobbying the federal government for a
greater allocation of the existing fishing stock, and
e invested in exploration, which has resulted in an
expansion of quotas.

There are now four active fishing entities holding 100 per
cent of Nunavut’s fish quota.

Arctic Fishery Alliance: This is a 100 per cent Inuit-owned
partnership between the Hunters and Trappers Associations
in Arctic Bay, Grise Fiord, Resolute Bay, and Qikiqtarjuaqg.
The company owns and operates the Genny and Doug—a
100 foot fixed-gear factory freezer, and has a partnership
with Ueushuk Fisheries Limited which is a Labrador Innu
company. Profits from the company are deposited into
community trust funds.

Baffin Fisheries Coalition: This coalition was formed in 2000
and now has g participating members, including five Hunters
and Trappers Associations and four private businesses. The
coalition holds majority ownership on two vessels, mobile
gear Inuksuk | and the fixed gear Oujukoag. It owns outright
the fixed gear vessel, Vinlander.

Cumberland Sound Fisheries and Pangnirtung Fisheries:
These two companies have formed a partnership to manage
new quotas for the Cumberland Sound area that are allo-
cated under the new process administered by the Nunavut
Wildlife Management Board. It does not have an interest in
any vessels but is investigating possible acquisitions. The
partnership was involved in the Cumberland Sound summer
inshore test fishery project underway this year.

Qikigtaaluk Corporation: This is the Inuit Birthright Devel-
opment Corporation owned by the Qikigtani Inuit Associa-
tion. The corporation owns a majority share in the Saputi; an
offshore factory freezer trawler that fishes for turbot and
shrimp. The Qikigtaaluk Corporation owns a northern shrimp
licence and shares a second with Makivik Corporation.

These four organisations have been allocated 9,350 metric
tonnes of turbot and 10,681 tonnes of northern shrimp for
the 2010 offshore fishing season. Combined, this represents
45.5 per cent of the total allocation for the two species—70
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per cent of all turbot allocations and 34 per cent of all
northern shrimp allocations. Nunavut also has 500 tonnes of
turbot quota for the Cumberland Sound inshore fishery.

Nunavut officials and lobbyists note that this is still short of
the 80 per cent to 90 per cent allocation that other provin-
cial jurisdictions own in their adjacent waters. However, it is
a significant increase from ten years ago when Nunavut’s
allocation represented less than 20 per cent of the overall
quota. Also, with the most recent expansion in quota for
turbot in Division OB, Nunavut was allocated 90 per cent of
the total increase.

For the 2009 turbot fishery, the total catch was valued at $41
million. This is slightly below the value of $42 million re-
corded in the previous two years. A far greater drop in
valuation has come in shrimp fishing. There, the total catch
for 2009 was valued at $6 million, down sharply from the $15
million recorded in 2008 and $22 million in 2007. The declin-
ing value of northern cold-water shrimp is the result of sev-
eral factors. The single largest market for this product is the
United Kingdom and its recession may be partially to blame.
Itis also the case that quotas have been dropping in some
areas. And finally, and perhaps the greatest factor, warm-
water farmed shrimp from Asian countries have become
much cheaper in the past few years with the growth in that
industry. While it could be argued that it is an inferior prod-
uct, the warm-water shrimp it is starting to dominate the
overall shrimp market. The declining value may result in a
suspension of some shrimp operations.

Education and training for future fishers is provided by the
Nunavut Fisheries Training Consortium (NFTC). It is made up
of several partners, including the Baffin Fisheries Coalition,
Qikigtaaluk Corporation, Cumberland Sound Fisheries, Natti-
vak Hunter and Trapper Organization, Arctic Fishery Alliance,
Kakivak Association, Kivalliq Partners in Development, Arctic
College, Department of Environment, Department of Eco-
nomic Development & Transportation, Nunavut Develop-
ment Corporation, Human Resources and Skills Develop-
ment Canada and Indian and Northern Affairs Canada. Since
its inception, the Consortium has provided training to 345
people. The organization was recently awarded $6 million in
funding to continue it activities through 2012.

It is reported that many of the graduates from the NFTC
programs have used their newly-acquired skills to access
employment elsewhere, and in particular, in the mining and
exploration industries. From a broad perspective on educa-
tion and training, turning any training into employment is a
positive result. However, it doesn’t help the fishing industry
increase its direct contribution to the Nunavut economy.

Working onboard an offshore fishing trawler is certainly not
easy work. A typical schedule will see workers onboard for
two months followed by one month at home which might
explain some of the reluctance on the part of Nunavummiut
to participate. But it is not realistic to think this schedule can
be changed. For those who pursue commercial offshore fish-
ing as a career can be rewarded with a wage of $50,000 or
more for six or seven months of work.

Over the next several years, any expansion in the fishery will
likely come from inshore opportunities. This should help
increase local participation and will help diversify the indus-
try in general. The exploratory inshore fishing in Cumberland
Sound is the start of this expansion. Pangnirtung Fisheries
will also benefit by increasing the volume of fish it can ac-
cess. There may also be an opportunity to increase participa-
tion in the winter fishery, which is more affordable and po-
tentially profitable for small groups of two or three individu-
als wanting to work for themselves.

Over the longer term, the increased investments in fisheries
science could result in greater turbot quotas and commer-
cial fisheries of new species like clams and scallops.

From the perspective of GDP, we shouldn’t expect any
changes over the medium term. The greatest downside risk
is the deteriorating market conditions for shrimp, while the
greatest upside risk is in the improved inshore fishery. It
should also be noted that the high cost of some operations
makes profitability almost impossible, and we cannot envi-
sion a future where this challenge will be resolved.

6.7 TOURISM OUTLOOK

Nunavut’s tourism sector has long been looked at as an area
for the Territory to expand and diversify its economy. There
are many potential attractions for visitors. Arctic landscapes
and wildlife, unique culture, history and arts, and real adven-
ture are some of the things that a tourist might get from a
visit. But by all accounts, this sector has yet to flourish.

In the first few years following Nunavut’s official creation in
1999, the sector suffered from a lack of investments in all
four forms of capital. It lacked tourism products, community
infrastructure was poor, there weren’t enough trained tour-
ist operators, and its organisational capital was in its infancy.

In the years that followed, small improvements were made
but in general, the investments were modest and the sector
remained small. The 2008 Nunavut Economic Outlook re-
ported the sector remained largely undeveloped. It contin-
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ued to lack important tourism products and infrastructure,
and suffered from an inadequate yearly budget at $4 million.
2008 was also highlighted by the United States’ ban on the
importation of polar bear hides. Cruise ships were being in-
vestigated on concerns operators were dumping contami-
nants into the Ocean. And then, the recession hit hurting the
tourism industry everywhere (see Figure 6-18).
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Given all that, it might seem the only direction for the sector
is up. And to that end, there are a number of new develop-
ments that would suggest this will be the case.

The principal change is new investments in the sector’s or-
ganisational capital. A well-run tourism industry requires an
enormous effort of coordination and cooperation between
active participants, community and regional officials, and
non-government organisations. For the first time in almost a
decade, Nunavut’s tourism sector will have a new strategy.
Nunavut Tourism is now developing the strategy and it
should be completed by the fall of 2011. The Government of
Nunavut has also completed Phase | of its Tourism Sector
Development Strategy.”®

Nunavut Tourism has also developed a comprehensive
benefits package that is attracting new members. Among
other things, the benefits include easier access to insurance
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for licensed operators and discount air fares that members
can access for their clients.

Nunavut Tourism is promoting its products as an Authentic
Experience and is focussing its promotion on niche markets
such as those tourists who can afford the time and money
needed when travelling to the North. Other markets being
targeted include the conferences market which had been a
strength in Nunavut’s tourism industry but has fallen off as
of late. In the next 18 months, Iqaluit will host several large
conferences including that for the Ontario Landscape Archi-
tect Association in 2011 and the Economic Developers’ Asso-
ciation of Canada in 2012. This comes on the heels of a meet-
ing of G7 finance ministers that was held in Igaluit in 2010 in
conjunction with the G8 and G20 summit held later in To-
ronto. There is also potential in the incentives market, where
companies (typically overseas) purchase tourism packages
in lots of 20 or more to reward its employees. And of course,
there is great potential for an increase in cruise ship traffic,
though this particular niche has some challenges. From the
perspective of Nunavut tourist operators and others that
might benefit, the challenge is to get these tourists off their
boats and into the communities and spending money.

There are also new investments in products and infrastruc-
ture funded by Nunavut Tunngavik Inc. Three communities
have received special funding to develop specific tourism
products:

e Arviat will develop an eco-tourism centre.

e Gjoa Haven will develop a tourist centre for cruise ship
tourists.

e Cape Dorset will develop an arts centre.

There remains some optimism that Iqaluit will soon have a
performing arts centre. This project remains in the planning
stages, but some time and effort has been put toward initial
research into location and design. The Government of Nuna-
vut set aside $7 million as a part of its capital planning for
2010-11 for future use in building a Nunavut Heritage Centre.
This building is also mentioned in the government’s action
plan, Tamapta, as a project that will be completed within the
four-year mandate of the current government.”®

The attention Nunavut has received from the Prime Minister,
the publicity surrounding Arctic sovereignty and the issue of
climate change all work to raise awareness of the Territory
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in southern Canada and around the world. This attention
should translate into increased tourism. Nunavut also in-
vested heavily in the Olympic Games in Vancouver. It is
hoped that this will result in increased visitors in the near
future.

Looking at Nunavut’s tourism sector over the medium term,
advances will most likely be modest, but much stronger than
in the past few years. As already noted, growth will come in
cruise ships, conferences, and other niche markets. Perhaps
most importantly, this should bring increased opportunities
for seasonal work and give a small but growing number of
Nunavummiut some much needed supplementary income.

6.8 GOVERNMENT OUTLOOK

It was noted earlier that government’s overall contribution
to Nunavut’s real GDP has not grown substantively in several
years. This trend will not change over the medium term
unless the federal government expands its Northern Strat-
egy investments by a considerable amount with a greater
emphasis on investments that have more immediate bene-
fits for Nunavummiut.

Figure 6-19
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Combining public administration, education and health,
government’s real contribution to the economy has grown
by less than 1 per cent annually over the past five years,
growing from $463 million to $481 million in that time (see
Figure 6-19). In this five-year timeframe, the only real growth
has come in education and health. Growth in public admini-
stration has actually fallen (see Figure 6-20).

Figure 6-20
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Both of these trends will continue well into the future.
Growth will come from greater demand for education and
health services (as discussed earlier), and not from public
administration. And while the Government of Nunavut had
868 vacant positions as of March 2010 representing 22 per
cent of the total positions available, there is little chance
they will be filled. For one, the labour is not available. And
two, there is no budget for this additional staff which would
cost the government close to $100 million annually. Thus, we
shouldn’t expect any growth apart from what is generated
from increased federal transfers.

In the more immediate future, the Government of Nunavut
must manage $60 million of cost overruns in the $200 million
Nunavut Housing Trust program. The government had
stated it could cover $40 million of these added costs, mean-
ing planned spending by government departments would be
trimmed back by that amount this year.

As the Nunavut Economic Outlook was being finalised, it
was discovered that the Nunavut Housing Trust over-
spent on its second funding allocation. This time the cost
overrun amounted to $50 million on a budget of $100
million. One must assume that unless it is bailed out, the
GN will have no choice but to finance this through deficit
spending, meaning Nunavummiut will be paying for this
error well into the future.
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6.9 ARTS SECTOR OUTLOOK

Nunavut’s arts sector and cultural industries cannot be over-
looked when assessing the economic outlook for the Terri-
tory. Its contribution to the measured production of Nuna-
vut is barely noticeable beside the billions of dollars spent in
mining, construction and government operations. However,
its real contribution is very important from the standpoint of
culture and economic diversification. As a cottage industry,
the arts sector and cultural industries offer productive out-
lets for people uninterested in jobs with the public service,
construction work, mining or other camp work. As a source
of income, it can provide a much needed supplement to the
income received from other work or from social assistance.

It remains a challenging sector to study from the perspec-
tive of economic forecasting though. Much of the activities
go unrecorded by Statistics Canada so information on em-
ployment, revenue and costs are not known with any real
certainty. In a recent study conducted for the Department of
Economic Development and Transportation, it was esti-
mated that artists contribute the equivalent of $22.9 million
to Nunavut’s GDP, though most of it would not be recorded
as such.® This figure is the sum of earnings made from the
sale of art directly to consumers, wholesalers, or retailers
minus the cost of materials and equipment. This figure was
then used to develop an estimate of the indirect and in-
duced effects on GDP, which was shown to be $10.2 mil-
lion.® These calculations are useful in giving analysts and
policymakers some information to go by. It will increase its
usefulness if a mechanism could be developed to collect
better data and to monitor changes in the sector over time.

The study also includes estimates of labour activity in the
arts sector, which ranges between 2,500 and 3,500 people.82
The Nunavut Arts and Crafts Association estimates that ap-
proximately 20 per cent of Nunavut’s labour force partici-
pates in the arts sector and cultural industries.® In Cape
Dorset, a community well-known for its soap stone carvings,
it has been suggested that one in four residents are involved
in the industry. These are large numbers given Nunavut’s
population was estimated to equal 32,675 in 2010.

The world market for Nunavut’s art is large and could be

expanded upon. Already, approximately 10 per cent of Can-
ada’s art exports are made up of Inuit art. The Nunavut arts
community has grown to understand better marketing and
quality control. It is increasingly focused on ensuring artists
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are the primary benefactor from the sale of their work and
that the art produced is properly valued.

The possibility of a stronger tourism industry in Nunavut
represents an opportunity for the arts community to in-
crease its sales. As mentioned earlier, the projected increase
in cruise ship business has the potential to become a real
boon, but requires an enormous effort in coordination and
communications. The arts community requires substantial
lead time to prepare for the arrival of tourists, who may only
have a few hours to walk through a community. With help
from Nunavut Tourism, the arts community is encouraging
cruise lines to provide itineraries well in advance. This would
provide tourists with a better experience and allow the
community to prepare.

The focus from the tourism sector on conferencing is also a
potentially strong market for artists. In most cases, the ma-
jority of conference delegates are first-time visitors to Nuna-
vut and are very likely to want something to take home.
Again, preparations for large sales events require several
weeks and strong organisational skills are imperative.

One should also remember that Nunavut’s arts sector is
more than soap stone carvings and Inuit crafts. Print mak-
ing, storytelling, music and other performance arts, new
media art, and more all make up Nunavut’s arts sector. For
instance, Nunavut’s film and television industry is a small but
vibrant component of the overall arts sector. “On a per cap-
ita basis, Nunavut has approximately 10 times the domestic
production spending of any other Canadian or international
circumpolar jurisdiction.”®* It is supported by the Nunavut
Film Development Corporation (see Exhibit 6-6) and a new
Film Policy initiated by the Government of Nunavut in April
2010.%

It is estimated that Nunavut producers spent $6.7 million in
the Territory on film and television production during the
2008-09 fiscal year.®® Guest producers who are production
companies from other parts of Canada and other countries
spent an additional $6 million in Nunavut. This study points
out that the industry could be larger through the proper mix
of investments in the infrastructure, human capital and insti-
tutions necessary to create a vibrant film and television in-
dustry. These investments would enhance the local content
and attract more guest production.

To describe the arts sector purely in the context of an eco-
nomic outlook based on GDP projections leaves little oppor-
tunity to understand the contribution it makes to a high and
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Exhibit 6-6

e Grow and sustain the indigenous film, television and
digital media industry by facilitating training
opportunities through professional development,
mentorship, co-productions and special projects.

e  Establish and maintain a funding program, including a
Labour Rebate Program, that assists the industry In
expanding its capacity to produce projects in Nunavut

e Foster the development of business partnerships
between companies and individuals in key areas of the
industry.

e Provide production and location services, including
information and support.

Source: Nunavut Film Development Corporation (www.nunavutfilm.ca)

sustainable quality of life. There are numerous questions
related to the Arts Sector’s contribution toward growth in
human capital and social inclusion that can help us deter-
mine whether the sector is growing or not.

e Whatrole does this sector have in improving an
individual’s physical or mental health? Is the role
changing?

e How does it impact the overall health or spirit of a
community? Are communities that are more engaged in
the arts sector healthier?

e How are artists treated within a community? Are artists
considered leaders? Are they a part of the decision
making process?

Of course, there are many other questions. The point is to
understand that the contribution this sector makes to the
economy can be described and measured in part through
data on social objectives and community health.

6.10 GROWTH OUTLOOK

The forecast in this year’s Outlook is more cautious than that
from 2008 and yet it is not all that different. Mineral devel-
opment remains the one element within Nunavut’s economy
that can attract new private-sector investment, create em-
ployment, and alter the economic and social landscape of
the region. This fact won’t change in the next ten to fifteen
years. There has been a shift in development timelines from
the 2008 report however; some projects have been added,
while others have been dropped.

The next five to eight years will see a tremendous rise in GDP
from the back-to-back development of four mining projects;
Meadowbank, Hope Bay, Meliadine, and Kiggavik. Once into
production, these mines will bring the value of Nunavut’s
real output close to $1.8 billion, approximately 65 per cent
higher than its 2009 level and more than twice its size from
1999 (see Figure 6-21). GDP can be even higher than pre-
dicted, but will be dependent on the Territory’s ability to
capture a greater share of the downstream opportunities
from the mining industry; the so-called indirect effects.

In the latter years of the forecast period, there remains the
possibility of additional mining projects such as Izok Lake,
High Lake, Hackett River and Mary River.

There are other important activities influencing the eco-
nomic landscape but are difficult to see through the impacts
from mining. Government’s contribution to the future
growth is important. Government is still the largest em-
ployer in Nunavut. The Government of Nunavut announced
a major downsizing of its capital budget this year and the
financial troubles within the Nunavut Housing Trust will pre-
vent a rebound in 2011. Over the longer term, the GN will see
rising demand for education and health care services. We
can expect any increase in federal transfers will be chan-
nelled into these two areas.

The Government of Canada is moving forward with its
Northern Strategy. This will mean spending on the military
and on Arctic research in the near term. It remains to be
seen how much this program can be influenced by Nuna-
vummiut and the direct and indirect effects of any spending
that targets socio-economic development.

Other resource sectors like fishing will also continue to im-
prove. The industry has implemented its comprehensive
investment strategy over the past five years which is paying
dividends in terms of greater infrastructure, improved
knowledge, trained labour, and stronger organisations. The
challenge now is to find new and inventive ways to get more
Nunavummiut involved in the actual fishing.

The tourism sector along with the arts sector is showing far
more promise than it has for the last decade. A combination
of better management, the end of the recession, and a
growing world interest in the Arctic could combine to turn
Nunavut into a more popular destination. It still has its chal-
lenges, of course, not least of which are the cost of tourism
in Nunavut and the need for improved community and tour-
ism-related infrastructure.
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Figure 6-21
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7 CONCLUDING REMARKS

Key Highlights

Nunavut has a second chance for economic prosperity. Something that has come much sooner than would

have been predicted in the fall of 2008.

The new Outlook shows growth will be concentrated in the Kivalliq and Kitikmeot regions over the short- to
medium term. For this reason, we cannot say that all economic objectives will be met, unless Nunavut can find
a way to distribute some of the benefits to communities outside these regions.

The Outlook shows how and where the economy will grow, but it also shows where it will fall short. This year’s
research looked at how Nunavut used the 18 to 24 months of economic downtime to review the gaps in its
wealth-generating capital and develop an investment strategy to address them.

In some areas, the Territory has responded constructively such as developing new health prevention and early
childhood health strategies, establishing the Kivallig Mine Training Society, and taking seriously the results

from the GN Report Card.

But most if not all of Nunavut’s more fundamental challenges remain. For example, Nunavut still does have a
good plan for how to deal with the generation of Inuit who have lost their way in the transition from a tradi-
tional Inuit way of life to one based on the culture of the wage-based economy.

Nunavut must deal with these challenges if it is to capture the full benefits from the next wave of economic
growth and reach its goal of a high and sustainable quality of life.

The subtitle of this year’s Nunavut Economic Outlook is
Nunavut’s Second Chance. A reader will likely understand
this is to mean Nunavut’s economy has a second chance for
prosperity. And by all accounts, this interpretation is correct
(see Figure 7-1). The economy shrank by 10 per cent in 2009,
but is now set to grow by 15 per cent in 2010 and by an aver-
age of 5 per cent over the next five years.

This is quite a revelation given the dour predictions made
about the world’s economy only 18 to 24 months ago. Re-
markably, Nunavut’s current economic position is not so
different than what existed in 2008. As long as your near-
term economic future was not tied to the Mary River Iron
Project, this second chance has arrived. And what’s more,
there seems to be a far greater sense of economic stability
in this year’s outlook.

The 2008 Outlook talked about every economic objective of
Nunavummiut being reached by the end of the decade un-
der a scenario where the major resource projects all moved
ahead. This is not quite the case in this year’s forecast, pri-
marily because of the concentration of major projects in the

Figure 7-1
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Kivalliq and Kitikmeot regions. For communities in the Baffin
region outside Iqaluit the loss of the Mary River project at
least for the time being means they must rely on smaller
economic opportunities available in the fishery, tourism, and
cultural industries and otherwise depend on government-led
projects to generate some form of economic vitality. This is
a possibility for the Baffin communities, but will happen as a
result of many small steps and not the giant leaps that major
resource development projects offer.

But in studying this second chance, we were also looking for
aresponse from Nunavummiut to the events that unfolded
in the years leading up to the recession. Recall that the 2008
Outlook concluded that by all accounts, Nunavut’s economy
was growing too fast for Nunavummiut to keep pace. Gaps
in wealth-generating capital were exposed that would be-
come liabilities for the Territory’s goal of achieving a high
and sustainable quality of life. When the economic growth
stopped in late 2008, there was an opportunity for Nuna-
vummiut to reflect on the past two years of economic build
up and to consider how the Territory and its residents were
coping with and adapting to the changes. One can imagine
that had this Outlook been written in 2009, the term second
chance would have been interpreted as a second chance to
make some necessary changes before the economy re-
turned to a period of rapid growth.

Looking through this year’s Outlook, one can find some in-
stances of a response by Nunavummiut to the past events.
The Kivallig Mine Training Society is an excellent example. It
is modelled after the very effective NWT Mine Training Soci-
ety, and should help improve the participation rate of Nuna-
vummiut in the growing Kivalliq wage economy.

The Department of Health has developed new health strate-
gies that are exactly in line with what the Territory needs. It
must now receive the financial support necessary for the
implementation of these strategies.

A much grander response was the Government of Nunavut’s
action plan, Tamapta. It was developed in 2009 and yet had
little to say about the economy despite the 10 per cent de-
cline in GDP that year. A more typical government response
to the economic situation would have been to make the
economy the sole focus of the action plan. Instead, the Gov-
ernment introduced a plan that included such things as a
Quality of Life Committee and an Anti-Poverty Secretariat.

But in other areas, the response has been too slow, less ap-
parent or non-existent. As discussed earlier, the economic
growth in the Kivalliq region has exposed a shortage in la-
bour. A single construction project at Meadowbank that
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made a point to hire Nunavummiut managed to employ no
more than 250 local people, approximately 20 per cent of
the required workforce. The newly-formed Mine Training
Society will help in the future, but with two additional mine
developments coming to the region in the next five years,
more actions are needed. Nunavut must look at other barri-
ers to employment such as labour mobility and high-school
dropout rates.

Anecdotal evidence is showing the communities in the north
Baffin where the economy was growing alongside the Mary
River Iron Project are now suffering as a result of the slow-
down there. This needs to be watched carefully because it
could happen elsewhere. The one certainty in mining is that
a mine’s life is finite.

Survey work is needed in Baker Lake to contrast the findings
in Pond Inlet, Clyde River and Arctic Bay. There should be a
more concerted effort to collect economic and social data
from these communities so that we can learn from the ex-
periences. What we learn there might help in the future de-
velopment of Kugluktuk, Cambridge Bay, and Rankin Inlet
where major resource development is or will soon take
place.

Perhaps most intriguing is the growing divide between Nun-
avummiut fully engaged in the wage economy and those
that are not. For those that are engaged, their participation
is creating a new middle class which is the first step in creat-
ing substantive changes in a society. A new and larger mid-
dle class of Nunavummiut will force changes to the housing
market, place greater demands on the education system,
require a different relationship with its representative Inuit
organisations, and expect more from its public government.
This must be followed closely and governments and other
institutions must develop responsive and flexible ap-
proaches to managing their programs and services.

But there is also a large number of Nunavummiut who are
not yet ready, are unable, or are unwilling to participate in
the wage economy. Not enough is known about the motiva-
tions of this group. For example, the drop-out rate of high
school students in some Kivallig communities has worsened
over the last few years, despite the growth in the region’s
economy. This runs counter to the belief that students drop
out because there are no real job prospects in their commu-
nity.

We accept that there are some Nunavummiut who prefer a
more traditional Inuit life. But others have seemingly lost
their way in the transition from a traditional Inuit way of life
to a wage-based culture and lifestyle. We can’t give up on
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this group and must learn how they can be supportedina
fair and equitable manner.

This divide between rich and poor that is emerging across
Nunavut stands as one of the greatest challenges Nunavut
faces in reaching its goal of a high and sustainable quality of
life.

This year’s Nunavut Economic Outlook has looked into the
state of Nunavut’s wealth-generating capital, the recent
performance of its economy and the potential for growth
across several sectors. It has found some changes were
made over the past two years that puts the Territory in a
better position to cope with, adapt to and ultimately benefit
from the future economic expansion.

But it has also found that the fundamental gaps in Nunavut’s
wealth-generating capital remain which will hinder the Terri-
tory’s progress toward a high and sustainable quality of life.
We therefore maintain our concern for those that are being
left behind and the effect this is having on the well-being of
Nunavut communities and social cohesion at the local and
family level. We are also concerned for those communities
that have few if any economic prospects given the absence
of any real plan to share the benefits of the Territory’s eco-
nomic growth.

Through our research, we have also found that the economy
that has emerged from last year’s recession is smaller than
some of the economic growth scenarios being considered in
2008 and yet in many ways it is stronger and more stable.
These are important qualities for an economy in Nunavut
that give us some hope for the future. A more resilient and
stable economy will provide Nunavummiut a steadier plat-
form in which to grow. Bringing new and sometimes reluc-
tant entrants into the labour market requires an economy
that has productive roles for these people and can offer a
degree of support not always present in an economy. The
mix of large resource-based developments, smaller more
community oriented business and government can serve
Nunavummiut well if managed properly.

This economy gives Nunavut a second chance for prosperity.
Nunavummiut must shape it such that economic objectives
can be achieved without overwhelming communities; that
the growing middle class can become the catalyst for great-
er social inclusion; and that the rising financial wealth can be
used to lower poverty. In doing these things, the Territory
will reach its ultimate goal of a high and sustainable quality
of life for all Nunavummiut.
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