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About Nunavut Economic Forum

The Nunavut Economic Forum is a broad group of member organisations devel-
oped to identify and share information on economic development activity in Nu-
navut. The primary focus for the organisation is to bring the members together to
collaborate in the implementation of The Nunavut Economic Development Strate-
gy, each within their own area of activity and expertise. Successful implementation
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TURNING GROWTH INTO PROSPERITY

1 NUNAVUT’S NEXT CHALLENGE: TURNING GROWTH INTO

PROSPERITY

Key Highlights

For the first time since its creation and after a decade of persistent investments in its foundation, Nunavut’s
economy is expanding in several areas. Turning this growth into prosperity for people and for communities is

Nunavut’s next great challenge.

Growth over the next five years will likely be higher than any other jurisdiction in Canada when measured by

GDP, but this statement hides important considerations.

Not all regions within Nunavut will grow equally, and more work is needed to bring economic opportunities to
more communities. Moreover, not all Nunavummiut will share in the benefits of this growth, and work is need-

ed to enable greater participation.

Today, Nunavut has enough jobs to employ most, if not all, Nunavummiut in the labour force. Understanding
why so many remain unemployed and end up in a poverty situation means understanding the complexity within
Nunavut’s challenge of bringing prosperity to all Nunavummiut.

Nunavut has had some difficult economic times since be-
coming a territory. After benefiting from the influx of money
to establish the territory’s institutions of public government,
Nunavummiut watched as their three operating mines
closed and no other private sector opportunity emerged to
take their place. But this is changing. After a decade of in-
vesting in its foundations, Nunavut’s persistence is begin-
ning to pay off. For the first time, Nunavut’s economy is
looking to perform up to its potential with opportunities for
growth in resource development, fishing, tourism, Arctic
research, and marine transportation. This economic success
will bring jobs, money, and people to the territory. Making
sure the new wealth and prosperity reaches all
Nunavummiut is the single most important challenge for
Nunavut today.

Itis no secret that Nunavut is at an early stage of develop-
ment and that it needs far better economic and social per-
formance if it is to ever reach a level of wellbeing
experienced by most Canadians. For this to occur all eco-
nomic agents throughout Nunavut including all levels of
government, Inuit organisations, the private and social sec-
tors, and Nunavummiut themselves, will have to work to-
gether in a way that generates real development outcomes
from the proceeds of economic growth. In other words, it
must capture the wealth generated from economic growth
and direct it towards the achievement of Nunavut’s ultimate

goal of a high and sustainable quality of life for all Nu-
navummiut.

This coordination amongst stakeholders requires a level of
complexity not yet established in Nunavut. Signs of im-
provements can be found. For example, the number of Inuit
working at the Meadowbank Gold Mine is far higher than
what was ever achieved at the Lupin, Nanisivik, or Polaris
mines. This achievement is not the result of a single invest-
ment or any one accomplishment but rather the culmination
of many advances over many years in Nunavut’s economic,
social, and political performance.

But job tourists (people who visit Nunavut for short periods
of time to participate in its economy, but who live else-
where) still outnumber the officially unemployed
Nunavummiut. An investigation into the impediments to
employment exposes a long list of challenges associated
with a deprivation of human capabilities, social inclusion,
and financial freedom and with inefficient markets such as
deep-rooted structural challenges in the [abour market. Im-
provements are needed in education, health, housing, la-
bour mobility, addictions, and crime reduction. All of these
issues, in their current state, affect poverty, raise people’s
aversion to risk, and promote a type of welfare trap. The
root causes of these issues, how they are connected to one
another, and how to address them are at the heart of under-
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standing development in Nunavut and establishing a way
forward.

There can be no debate that economic growth is an im-
portant part of the answer. No one should argue otherwise.
But it cannot simply be growth for the sake of it. Economic
growth does not, by itself, provide the magic bullet that
guarantees society will reach its goals. It must be made to
do so. Policy, planning, coordination and cooperation are all
very important.

The Nunavut Economic Development Strategy sets the terri-
tory’s goal as a high and sustainable quality of life for all
Nunavummiut. Progress towards this goal is examined in all
its facets in this report. Particular attention is given to the
current and future opportunities in Nunavut’s economic sec-
tors and to the state of financial wellbeing, human capabili-
ties, social inclusion, and sustainability.

Critical to this analysis is the acceptance that GDP isn’t nec-
essarily the best measure when the goal is to understand
how economic growth can become the means for develop-
ment. Once the use of other metrics are accepted and fully
incorporated into the analysis, the policy, planning, and in-
tegration of actions needed are more easily recognised.

In addition to the analysis of where Nunavut stands in its
progress towards a high and sustainable quality of life, this
year’s Nunavut Economic Outlook begins an examination of
the integration of Nunavut’s efforts in development, looking
for opportunities for innovation and adaptation that could
help Nunavut achieve its ultimate goal.

2 I IMPACT ECONOMICS
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TURNING GROWTH INTO PROSPERITY

2 INTRODUCTION AND PURPOSE OF REPORT

Key Highlights

The 2013 Nunavut Economic Outlook was commissioned by the Nunavut Economic Forum and is the sixth in

the series that began in 2001.

The focus of these reports has been to measure the progress of Nunavummiut toward a high and sustainable

quality of life.

Beginning with the 2005 edition, the Nunavut Economic Outlook has also provided feedback on the implemen-

tation of the Nunavut Economic Development Strategy.

This year’s Outlook will help to inform the next Economic Development Strategy.

The 2013 Nunavut Economic Outlook is the sixth report in
the series that began in 2001. Originally a joint effort be-
tween the Government of Nunavut, Nunavut Tunngavik
Incorporated, and Indian and Northern Affairs Canada, the
series is now commissioned by the Nunavut Economic
Forum, a member organisation developed to identify and
share information on economic development activities in
Nunavut.

The Nunavut Economic Outlook offers readers a compre-
hensive look at economic and social development in
Nunavut. It contributes to informed debate amongst the
Territory’s leaders, decision makers, and other stakeholders.
Over the years, the Outlook has been instrumental in im-
proving the knowledge and understanding of, and the ap-
proach to, development in Nunavut. As a series, these
reports investigate the underlying social and economic
trends in Nunavut and track the results of Nunavut’s invest-
ments in wealth-generating capital over time. It depicts the
challenges and opportunities associated with Nunavut’s so-
cio-economic performance and potential. Ultimately, the
Nunavut Economic Outlook provides a report on the pro-
gress of Nunavummiut toward a high and sustainable quality
of life—a goal that is achieved by more than just income and
material wealth, but also by optimal levels of health and ed-
ucation, strong cultural identity and civic engagement, and
by social, political, and economic freedoms.

2.1 SIVUMMUT IV AND THE NEXT NUNAVUT
ECONOMIC DEVELOPMENT STRATEGY

In 2003, Nunavummiut gathered in Rankin Inlet to continue
what Inuit call ‘Sivummut’, a process for establishing a strat-

egy for moving forward on socio-economic development.
The first meeting of its kind was in 1994 shortly after the
signing of the Nunavut Land Claims Agreement. 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. The-
se discussions were later transcribed into the Nunavut
Economic Development Strategy (the Strategy).

The Strategy is a comprehensive, holistic, and open ap-
proach to development. It has a ten-year time horizon and
its recommendations established a new path of cooperation
and coordination for organisations throughout Nunavut to
work together in achieving success.

The end of the ten-year timeframe has arrived and technical
discussions have taken place across Nunavut through a se-
ries of Roundtables in 2012 and 2013 as well as other consul-
tative undertakings including Town Hall meetings, an on-line
survey, and an invitation to make written submissions.’

The Nunavut Economic Forum is also currently planning a
Sivummut IV Conference for 2014 that will seek input from a
wide cross section of Nunavummiut on the vision and priori-
ties for the future. Underpinning these discussions is the real
progress of Nunavummiut and their expectations for the
future. This overview is an important input into these discus-
sions.

! Further information about the renewal process is available on the NEDS 2
website www.neds2.ca.
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3 APPROACH AND METHODOLOGY

Key Highlights
The approach established for the Nunavut Economic Outlook series goes beyond conventional economic meas-

urements in order to understand the real and more meaningful progress of society.

The framework that has been used to understand and measure development in Nunavut since the original
Outlook was published in 2001 is revisited in this year’s edition.

Much has been learned about development over the past decade, what it means, and how it can be achieved.
These modern concepts of development are introduced and incorporated in this year’s research.

The development of people remains at the forefront of the analysis, as does society’s goal of a high and sus-
tainable quality of life. What changes with the updated framework is greater emphasis on the process of achiev-
ing this end.

The Nunavut Economic Outlook is a comprehensive investi- of society with the idea that one must look beyond conven-
gation into the socio-economic and environmental perfor- tional economic statistics to understand progress in a real
mance and potential of Nunavut and Nunavummiut. The and meaningful way. Rather than reporting gross domestic
original report established a Framework for Understanding product (GDP) as the quintessential indicator of success, it
Economic Development that was adapted from the United looks at how a society defines its high and sustainable quali-
Nations’ Framework for Developing Economies (see Exhibit ty of life and establishes that definition as the ultimate goal.
31)- The original Framework identifies four forms of wealth-
This Framework focussed on the growth and development generating capital, namely human, organisational, natural,
Exhibit 3-1

Original Framework for Understanding Economic Development in Nunavut

High and Sustainable Quality of Life

Economic Social Environmental
Performance Performance Performance

Source: Nunavut Economic Outlook

4 | IMPACT ECONOMICS
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and physical, as areas for investment in order to improve
economic, social, and environmental performance. At its
root, the Framework is about correctly differentiating in-
puts, outputs, and outcomes and understanding how in-
vestments are linked to society’s goals.

This approach was a perfect choice for Nunavut in 1999. It
proved extremely useful

* in communicating the change in paradigm from a focus
on growth to a focus on development,

* incoordinating investment strategies,

* clarifying roles across multiple stakeholders, and

* inestablishing a relatively simple tool for tracking and
measuring progress.

The Nunavut Economic Development Strategy and several

government sector strategies later adopted this Framework.

The original Framework for Understanding Economic
Development in Nunavut was useful in communicating
the change in paradigm from a focus on growth to a fo-
cus on development.

However, after more than a decade of implementation,
some flaws in the Framework have been observed. Perhaps
most important, Nunavut’s progress toward a high and sus-
tainable quality of life has been sporadic, and at times, non-
existent. The Framework is not to be blamed for this result,
but nor can it be said that it has helped Nunavummiut fully
understand why, when, or where its system is failing. The
complexities associated with linking growth with develop-
ment are not adequately addressed. Without these insights,
corrective actions are slow to materialise, ineffectual, or not
taken.

The main principles of the Framework are that all economic,
social, and political systems are working together to a
shared end goal and that balance between economic, social,
and environmental performance is a necessary condition for
achieving that goal. But in the case where an imbalance ap-
pears, the framework provides no clear direction for the
kinds of corrective actions that are needed.

This has been the case in Nunavut over the past five years
with the rise in economic activities associated with natural
resources and a relatively unchanged situation in areas such
as public housing, social cohesion, crime, food insecurity,
and poverty. It is true that some of these issues are now
receiving attention. The Feeding My Family movement, the
GN Family Violence Strategy, the GN Long-Term Comprehen-
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sive Housing and Homelessness Strategy, and the Nunavut
Roundtable for Poverty Reduction’s Makimaniq Plan have
appeared in the past 2 to 3 years. But it is also true that the-
se issues did not receive attention until well after the eco-
nomic expansion was underway and not until they were
seen as potential impediments to that growth. It suggests
that growth has been given priority over development when
research for this year’s Outlook is indicating the opposite
should be applied—that development should be the priority.

Modern economic research is showing that the connections
between economic and social forces are far more complex
than once thought and must be addressed in a more direct
manner than what was used in the original Framework
(Harford 2011). In Nunavut, it has been too easy to ignore
the poor social performance, and instead focus on the rise in
economic growth.

We should not grow the economy for the sake of it. There
must be a greater purpose. This year’s Nunavut Economic
Outlook introduces a new Framework for Development. It
remains rooted in the idea that quality of life is the ultimate
measure of progress and that a vibrant economy is a neces-
sary condition for a high and sustainable quality of life.
However, it is not a sufficient condition for achieving this
goal. A new Framework must better demonstrate the com-
plexity of the modern economy in order to prevent growth
in output from being viewed in complete isolation from oth-
er aspects of Nunavut’s progress.

3.1 UNDERSTANDING NUNAVUT’S
DEVELOPMENT CHALLENGE
A fully developed economy is one where its players are well
and truly integrated into a system that has formed around
the idea of improving wellbeing. With that complex system,
arise in economic activity, as measured by GDP, can be a
signal that prosperity is improving and that people’s lives
will be better. This is because the higher GDP typically in-
cludes increased wages and salaries (remember that GDP is
a measure of economic activity that sums wages and sala-
ries, depreciation, indirect taxes, and profits). The new and
higher wages are passed onto the labour market where new
people enter the workforce and the overall income of the
population improves. This collective rise in personal income
affords people an expanded array of consumer choices, in-
cluding more numerous and better quality goods and ser-
vices, more choices in education, opportunities for a
healthier diet and lifestyle, the option to take a vacation, to
work less, or to save more.

5 ] IMPACT ECONOMICS



This is how the system in Canada is supposed to work, and

how it should work in Nunavut. But herein lies the challenge.

It doesn’t. In Nunavut, the connection between GDP and
wellbeing is weak and is actually severed in places.

Consider some of the issues that inhibit the participation of
Nunavummiut in their own economy and that plague
Nunavut’s development:

* Low levels of education, graduation rates, and literacy

*  Poor health and unhealthy diets

* High dependence onincome support and social housing
* High rates of substance abuse, violence, and suicide

* Growing rates of poverty and food insecurity

Put into the context of understanding Nunavut’s develop-
ment, this weak relationship between growth and develop-
ment means promoting economic expansion as a means to
improving wellbeing may not work as well as it should. For
what its worth, Nunavut already has a GDP per capita rival-
ling that of other Canadian jurisdictions (see Figure 3-1). For
Nunavut to develop into a modern economy it must estab-
lish linkages that ensure its economy, today and in the fu-
ture, is the means to achieving real and positive
consequences for the citizens of Nunavut.

In this report, the breakdown between economic growth
and human development is expressed as a challenge fac-
ing developing regions. However, there are signs that it
is a challenge for fully developed economies as well. For
example, there is growing concern that rising income
inequality and stagnating middle-class family incomes
experienced throughout OECD countries are evidence
that this system is not working as it should. These issues
are discussed later in the Outlook because they should
influence how Nunavut approaches its own develop-
ment.

3.2 NEW APPROACH TO MEASURING PROGRESS
The idea that wellbeing should be society’s goal was studied
extensively throughout the 1990s. In 1999 Amartya Sen
wrote the book Development as Freedom (Sen 1999). This
work became a watershed in bringing modern concepts of
development into mainstream economic thought. Sen ar-
gued that development must be judged by its impact on
people, not only by changes in their income but more gen-
erally in terms of their choices, capabilities, and freedoms;
and we should be concerned with the distribution of these
improvements, not just the simple average for a society
(Barder 2012).

2013 NUNAVUT ECONOMIC OUTLOOK
Figure 3-1
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Source: Statistics Canada, CANSIM Table 051-0001 & 384-0038.

In using Sen’s concept of development, the ultimate goal for
a society is the freedom to live a life fulfilled, to have choic-
es, to have the capabilities necessary to make those choices,
and to have the social connections that ensure one’s voice is
included when choices are being made for you. To turn the-
se concepts into tangible measures, they can be described
as the freedoms associated with financial resources, human
capabilities, and social inclusion.

It is no coincidence that these are the same measures used
when defining poverty. The United Nations’ Committee on
Economic, Social and Cultural Rights defines poverty as:

A human condition characterized by sustained or chronic dep-
rivation of resources, capabilities, choices, security and power
necessary for the enjoyment of an adequate standard of living
and other cultural, economic, political and social rights
(United Nations Committee on Economic, Social and Cultural
Rights 2001).

Having poverty and development use the same measures
creates a seamless analysis of progress from a position of
deprivation right through to a position of abundance. Defin-
ing development goals and measuring development out-
comes needn’t change because of where Nunavummiut are
along the spectrum of development from poverty to

6 | IMPACT ECONOMICS
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In 2007, the European Commission, European Parlia-
ment, Club of Rome, Organization for Economic Co-
operation and Development, and World Wildlife Federa-
tion held a conference “Beyond GDP” to discuss how to
better measure progress (European Commission 2007).
This was followed in 2009 by a second conference “GDP
and Beyond, Measuring Progress in a Changing World
(The Commission to the Council and the European
Parliament 2009).” In 2008, then French President Nico-
las Sarkozy asked some of the world’s leading econo-
mists and social scientists, including Joseph Stiglitz, Jean
Paul Fitoussi, and Sen to create a commission now
known as the Commission on the Measurement of Eco-
nomic Performance and Social Progress (Institute of
Development Studies 2008). Its purpose was:

* toidentify the limits of GDP as an indicator of
economic performance and social progress,
including the problems with its measurement;

* to consider what additional information might be
required for the production of more relevant
indicators of social progress;

* to assess the feasibility of alternative measurement
tools; and,

* todiscuss how to present the statistical information
in an appropriate way.

The Commission published its findings in a report in Sep-
tember 2009 (Commission on the Measurement of
Economic Performance and Social Progress 2009). It re-
flects upon the inadequacy of current measures of eco-
nomic performance and how measures of development
could take better account of societal wellbeing. The
prominent message is that there is a need ‘to shift em-
phasis from measuring economic production to measur-
ing people's wellbeing and to do so while accounting for
issues of sustainability.'

There are now many alternative approaches to measur-
ing development. The Organisation for Economic Coop-
eration and Development (OECD) has developed a Better
Life Index, Great Britain surveys its citizens to determine
the nation’s Happiness Index, and in Canada there is on-
going work to establish a Canadian Index of Wellbeing. In
all cases the goal is the same—to find a measure of de-
velopment that could compliment or perhaps even sup-
plant GDP as the primary measure of society’s progress.

prosperity. In all cases, society’s progress should be meas-
ured according to indicators that help us to determine
whether people’s lives are improving, that they have a high
and sustainable quality of life, and are happy.

In this year’s Outlook, rather than looking into Nunavut’s
investments into the four forms of capital, the research will
focus on the development of Nunavummiut in terms of fi-
nancial wellbeing, human capabilities, social inclusion, and
sustainability. Long-time readers of the Outlook series will
quickly recognise that this change does not alter the content
of the report so much as it realigns the analysis in order to
better connect Nunavut’s quality of life inputs, outputs, and
outcomes. These four measures of development can be de-
scribed as follows:

3.2.1 Financial Wellbeing

The concept of freedom has close ties with that of financial
wellbeing—having the financial resources to live a life ful-
filled. Gaining greater freedoms is one of the truly tangible
benefits or consequences of economic growth. But we can-
not forget that this freedom extends beyond what an indi-
vidual can place in their shopping cart. Financial wellbeing
affords consumers a broad array of consumer, social, and
political choices. In that sense, the freedom to make these
choices associated with financial resources can affect and is
affected by human capabilities, social inclusion, and sustain-
ability. Past Outlooks would have included this analysis in
three different places, Human Capital, Nunavut’s Wage
Economy, and as a part of the Economic Forecast.

3.2.2 Human Capabilities

Human capabilities are those factors that allow individuals
to live lives that are valued, something that is often deter-
mined by decision making and critical thinking and that af-
fect one’s ability to transform their own resources into
improvements in quality of life. Education, health, literacy,
and lifelong learning are the most obvious factors. To have
strong capabilities is to have the ability to make sound deci-
sions, to have the physical, social, and mental assets needed
to follow through with those decisions, and to understand
and adapt to changes. The modern concept of resilience in
the study of development is closely connected with human
capabilities. Because the quality of shelter has such a strong
bearing on one’s capabilities, it is discussed within this
measure of development. In previous Outlooks, the analysis
of human capabilities was included in the sections discussing
Human Capital and Physical Capital.
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3.2.3 Social Inclusion

Social inclusion is a complex concept with many different
elements. It can be described as the strength of connection
between people, community, government, and institutions.
Some would call this the social fabric of a community and
would draw a direct link between it and the concepts of so-
cial cohesion and trust.

Some find it easier to understand social inclusion as being
the opposite of social exclusion, which is the process of
marginalization through barriers to participation in econom-
ic, political, civic or cultural life.

Social inclusion is relevant at all levels of society. For exam-
ple, success for small non-government organisations de-
pends on a close association with government and,
increasingly, with industry. At the broadest level, cohesion
exemplified by trust and collaboration between the
Government of Nunavut, Nunavut Tunngavik Incorporated,
industry associations, and other non-profit interest groups is
needed to create and implement and test processes aimed
at improving the development of the territory; that is, inclu-
sion is an essential element in creating a complex system of
development that is adaptive and innovative.

Social inclusion was described as part of Organisational Cap-
ital in previous Outlooks.

3.2.4 Sustainability

The Commission on the Measurement of Economic Perfor-
mance and Social Progress recommends that sustainability
be included in any measure of development. Development
as sustainability is relatively easy to understand conceptual-
ly, but is a challenge to quantify on its own or within an in-
dex.

The use of GDP as a measure of progress does a poor job in
valuing sustainability. This is because the free market places
little to no value on future stocks. Through government in-
tervention, and more slowly through greater consideration
of environmental degradation, some industries and firms are
adjusting their own inputs, pricing, profit margins, and in-
vestments to reflect these costs, which then become em-
bedded in the GDP equation.

In addition to including sustainability with the other
measures of Nunavut’s development, a separate chapter is
dedicated to sustainability in terms of the preservation of
Inuit culture and traditional economic activities. Sustainabil-
ity takes on an element of preservation that can be meas-
ured through the level of activity and access to traditional
pursuits. A collapse of subsistence activities would be cata-

2013 NUNAVUT ECONOMIC OUTLOOK

strophic, affecting financial and social elements of Inuit qual-
ity of life, and adding to the depth of poverty in some com-
munities.

3.3 FROM MEASUREMENT TO ACTION

The Nunavut Economic Outlook is principally a tool for un-
derstanding and measuring development in Nunavut. As
such, there are no policy recommendations associated with
its findings. Nevertheless, there is an opportunity with the
new Framework to go beyond measurement to investigate
how development is achieved.

How does society develop into a state that is oriented to-
wards greater freedoms, capacity, and inclusion? Economists
once thought that this could be accomplished through eco-
nomic growth and set about finding mechanisms to increase
production. Early growth theory said it was a function of
capital and labour and nothing else.” If you wanted progress,
you need only invest in those two things. But with the shift
in focus towards development as the ultimate goal, the de-
cisions on how to distribute society’s limited resources are
far more complex. A broad set of social and environmental
needs must be addressed in addition to the needs of the
economy.

The challenges in improving labour force capacity and rais-
ing the overall stock of capital are equalled by the need for
better public and non-government institutions, stronger
private sector development, improved politics, more foreign
direct investment, better public policies and leadership, and
greater social inclusion and civic engagement (Barder 2012).
There is not one thing that, through focussed investment on
it alone, will set in motion a cycle of economic growth and
development. This implies that far greater coordination
amongst all stakeholders will be needed because there will

Goal for Economy:
Growth

7

Skilled Workforce, Sound
Management, Targeted
Investments, Innovation

Financial Wellbeing, Human

Capabilities, Social Inclusion,
Sustainability

? Labour and capital were the only variables included in the Harrod-Domar
Model for economic growth. In the 1950s, Robert Solow added a technology
variable to the equation, which became known as the Solow Model.
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be many opinions on how and where investments and ac-
tions are required.

To that end, it can be argued that development is only truly
achieved when the system in place (again, defined as the
interaction of society’s people, labour force, communities,
government at all levels, public and non-profit institutions,
and private sector) functions in a way that can generate and
sustain the greater choices, capacity, and freedoms that
make up our definition of development. Development, then,
is not simply the achievement of some great end where
people’s lives are better and they are happier; but rather, it
is a state where the system in place is capable of perpetuat-
ing a self-sustaining movement towards this end. This is an
argument that says how society achieves greater wellbeing
is just as important as whether or not the greater wellbeing
is achieved at all.

Development is a system wide manifestation of the way
that people, firms, technologies, and institutions interact
with each other within the economic, social, and political
system (Barder 2012).

This self-sustaining cycle of development is not achieved
simply by promoting a new framework with a focus on de-
velopment outcomes. Agents within the system must
change the way they operate. And, how they change cannot
be based simply on what works elsewhere. Engineering a
successful solution in this manner has proven to be incredi-
bly difficult. International efforts in reforming developing
countries show how few successes there have been with
this approach. Instead, any adaptation or innovation should
be based on whatever returns better results. Best fit replac-
es best practice (Booth 2011). This means that all the com-
ponents within the system—the people, labour force,
government, private sector, communities, and public and
non-government institutions—must be allowed (even en-
couraged) to adapt and evolve through results-based exper-
imentation.

Some will take this to imply a focus on institutional reform—
what was called investments in Organisational Capital under
the original Framework. This is certainly a part of the solu-
tion, but development is more comprehensive. Greater in-
clusion, social cohesion, and trust within and between
institutions (whether public, private, or non-profit) are im-
portant parts of what makes systems successful. But a com-
plete solution also deals with the education, skills,
knowledge, understanding, and capabilities of all agents
within the system and with a certain acceptance of, if not a

Ik

.

consensus on, the vision, values, culture, goals, and aspira-
tions of society.

Systems throughout the world that have been successful in
advancing human development are extremely complex but
are not necessarily complicated (Barder 2012). Their com-
plexity is found in the complete integration and orientation
towards development goals. The integration removes a lot
of the complications that arise otherwise when multiple or-
ganisations or agents attempt to work together but have
different end goals and are using different metrics. In the
simplest of terms, successful regions have integrated all of
its components making them better able to generate real,

One could make an argument that at least some of the
challenges faced by the Government of Nunavut, as de-
scribed in Qanukkanniq? The GN Report Card, are the re-
sult of adopting the systems of the Government of the
Northwest Territories at the time of division. The sys-
tems of administration in place throughout Nunavut look
correct, but they don’t always function as they should or
to the expectations of Nunavummiut. This has been de-
scribed as isomorphic mimicry, where institutional forms
that work in fully developed regions are transplanted
into environments where those institutions don’t work
at all (Pritchett 2011). To achieve real and sustained de-
velopment, Nunavut will need its own system, adapted
from what and how things work best in Nunavut, and
not based on how they work in Yellowknife or Ottawa.

positive consequences for society’s development from the
investment dollars entering the region and from the growth
in its economy.

These concepts might seem too theoretical to be useful in
practical terms. But the basis for this theory is the idea that
there isn’t a simple, replicable prescription for development,
and thus, describing the new Framework is not so simple as
was previously thought. Development is a process specific
to aregion, and so it will have characteristics unique to the
society in which it is applied. If past efforts to support eco-
nomic development in that region have not addressed com-
plexity and innovation, many steps will be needed to move
that region from its current state of development to one
that is more advanced.

This is Nunavut’s challenge—to turn its newfound economic
growth into real prosperity and wellbeing for all Nu-
navummiut. In this report, we investigate how Nunavut is
performing and positioned to meet with this challenge.
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4 NUNAVUT DEMOGRAPHICS

Key Highlights

2013 NUNAVUT ECONOMIC OUTLOOK

Nunavut’s population has grown to 35,591 as of July 1%, 2013.

Growth has come from high fertility rates and, more recently, from positive net interprovincial migration.

It is not clear what path these variables will take in the future. Will resource development have a positive impact
on interprovincial migration, causing an increase in population growth? Will fertility rates amongst teenagers

and young adults decrease? And if so, when?

Different growth scenarios were tested with the results showing a population growth by as little as 9,800 to as
much as 14,400 over the next 20 years. In all cases, the rate of growth amongst residents aged 60 is higher than

any other cohort, climbing from 2,370 to over 5,000.

4.1 POPULATION DYNAMICS

Nunavut’s population was 35,591 as of July 1%, 2013. This
marks the fourth year in the past five that population
growth exceeded 2 per cent (see Figure 4-1).

Figure 4-1
3.0%
o 2.5%
2
© 2.0%
S
o 1.5%
53
< 1.0%
5
o 0.5%
]
£ 0.0%
osNMﬂ'U’\\DI\Ooo\OﬁNm
S88E2E888%8¢8888¢
RNARIR]IRRITANARA

Source: Statistics Canada, CANSIM Tables 051-0001.

In the autumn of 2013, Statistics Canada used the results
from the 2011 Census as the basis for major revisions to
its estimates of population for Nunavut. Previously, the
2013 population estimate was 34,023. The new estimate
is 35,591, 4.6 per cent higher than before. The new num-
ber requires changes to important assumptions about
how Nunavut is growing—the most important being that
Nunavut’s population has been growing faster than was
thought.

4.1.1 Migration

This rise in the population growth rate can be attributable to
a change in migration patterns. For years, net interprovincial
migration has been negative, meaning more residents leave
Nunavut each year than enter. From 2002-03 to 2007-08, the
imbalance averaged 193. Starting in 2008-09, a date that
corresponds with the start of Nunavut’s current growth cy-
cle, migration patterns began to shift and have been positive
in two of the last three years (see Figure 4-2).

This change in migration patterns should be studied closely
to learn whether it is the start of a trend or simply an anoma-
ly. For example, results from the 2011 National Household
Survey revealed that an increasing number of Inuit are mov-
ing away from their traditional territory—approximately
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Table 4-1
Inuit living outside Inuit Nunangat including largest Inuit

communities, 2006 and 2011

2006 2011
All Inuit in Canada 50,485 59,545
All Inuit outside Inuit Nunangat 11,005 16,000
(per cent living outside Inuit Nunangat) 21.2% 26.9%
Edmonton 590 1,115
Montreal 570 900
Ottawa-Gatineau (Ontario side) 645 735
Yellowknife 640 735
St. John's 280 680

Source: 2006 Census of Population, Aboriginal Peoples Survey; 2011 Na-
tional Household Survey

5,000 more Inuit now live outside Inuit Nunangat3 compared
to 2006 (Statistics Canada 2013) (see Table 4-1).*

Specific migration data for Nunavut are available by age co-
hort (see Table 4-2). There appears to be a trend across
some but not all age groups. For example, more children
aged o to 4, 15 to 19, and adults aged 30 to 34 and 55 and
older leave the territory every year on net, while adults aged
20 to 24 and 50 to 54 move to Nunavut in greater numbers
than move away. This hints at a movement of young fami-

Table 4-2
‘ Net Migration by Age Cohort, Nunavut, 2007 to 2012

2007- 2008- 2009- 2010- 2011- 5-year

2008 2009 2010 2011 2012 average
oto4 -99 -41 -74 -36 -112 -72
5to9 2 -2 0 10 -8 0
10to 14 16 15 19 21 18 18
15to 19 53 27 -48 35 -87 50
20 to 24 22 37 24 46 7 27
25t0 29 -49 5 16 58 -38 -2
30to 34 -91 -36 -8 -6 54 -39
35t0 39 -45 -11 -2 10 -14 -12
40 to 44 -51 -16 -1 10 -24 -16
45 to0 49 18 20 30 13 30 10
50 to 54 39 59 39 46 -8 35
55to 59 -38 34 -47 43 95 51
60 to 64 -14 -17 -22 -12 -39 -21
65+ -4 -10 -2 -12 -29 -1

Source: Statistics Canada, Demography Division, Data prepared by Nu-
navut Bureau of Statistics.

* Inuit Nunangat refers to Inuit and Inuvialuit jurisdictions, including Inuvialuit
Settlement Region, Nunavut, Nunavik, and Nunatsiavut.

* This includes Inuit and Inuvialuit from throughout Inuit Nunangat, of which
Inuit from Nunavut make up the largest share at 45.5 per cent.
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lies, graduating students, and retiring adults away from the
territory, while young adults and adults and families with
older children are more likely to move to Nunavut.

Is the change in migration patterns the start of a new
trend or just an anomaly?

There have been no studies looking at why people leave
Nunavut, and in particular, why Inuit leave. This knowledge
would make it possible for government to consider policy
options to reduce the outflow. For example, it is unknown
whether and to what degree issues related to health, educa-
tion, housing, safety, cost of living, economic opportunity or
climate are causing people, especially young families, to
leave. Similarly, the inflow of young adults and late-middle
aged adults would seem to be a function of job opportuni-
ties, but we don’t know if there are other factors.

Looking at this issue from another direction, one might ask:
What is Nunavut doing to keep people in the Territory? Are
Nunavut’s communities desirable places to live, work, and
raise a family? Do newcomers feel welcome? Do people feel
safe?

These are questions about social cohesion, trust, and spirit
of communities as much as they are about government ser-
vices, infrastructure, and policing. Migration has a significant
impact on the territory’s population, its labour force, and on
the transfers Nunavut receives from the federal govern-
ment. It is an issue that should be better understood.

4.1.2 Fertility Rates

Despite the usual outflow of residents, Nunavut’s popula-
tion grows every year at an average increase of about 625
people. There are 8,770 more Nunavummiut in 2013 than
there were in 1999—a 33 per cent increase. The primary rea-
son for this growth is the fertility rates amongst Nunavut
women.

There are 8,770 more Nunavummiut in 2013 than there
were in 1999—a 33 per cent increase.

Long predicted to decline, Nunavut’s fertility rates have
shown no signs of downward movement over the past dec-
ade, estimated to equal 2.97 in 2011 (see Figure 4-3). This is
almost twice the rate for all of Canada at 1.61 (Statistics
Canada 2013).
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The greatest discrepancy with the average Canadian female
is found in teenagers and young adults (see Figure 4-4). The-
se data show that for every 1,000 females in Nunavut aged
15 to 19, there will be 108 births—that is, 1in 10 teenage girls
will have a child before turning 20. Across Canada, that ratio
is closer to 1in 100. For females aged 20 to 24, the rate al-
most doubles in Nunavut to 193—almost 2 in 10 females in
this age group will have a child.

Fertility rate refers to the number of children that a hy-
pothetical female would have over the course of her re-
productive life if she experienced the age-specific fertility
rates observed in a given calendar year (Statistics Canada
2012).

The implications of these fertility rates amongst young Nu-
navummiut women are far reaching. Teenage pregnancies
can result in women dropping out of school or not pursuing
further education. Their immediate needs turn to parenting
and household finances. These women face the very real
possibility of becoming dependent on social assistance and
public housing—a situation that could last a lifetime. Per-
haps most disconcerting is the likelihood of the children be-
ing raised in poverty. Other issues relate to the need for day
care services, early childhood development programs, and
educational services.

4.1.3 Nunavut’s Ageing Population

Figure 4-5 shows the number of babies born each year in
Nunavut. In 2008, this number went above 800 for the first
time in history and was 837 in 2011. The ever increasing new-
borns are creating a population scenario whereby the num-
ber of girls aged o to 14 outnumber those aged 15 to 29 (see
Figure 4-6). When combined with the fertility rates of teen-

2013 NUNAVUT ECONOMIC OUTLOOK
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agers and young women, the number of births each year is
certain to remain above 800 for the foreseeable future and
will continue to rise unless those rates come down.

Children will continue to dominate Nunavut’s population
profile for several decades, but there is a more profound
demographic change that is taking place. The number of
Nunavummiut aged 60 and over is growing faster than any
other segment of the population. From 1999 to 2013, this
group increased by 112 per cent. There are now 1,170 more
Nunavummiut in this age range than there were in 1999.

The impact on health and social services including the cost
of long-term care has not been calculated but it will be sig-
nificant, and will require proactive and innovative planning
on the part of government.

From 1999 to 2013, the number of elders and senior citi-
zens living in Nunavut increased by 112 per cent.

Figure 4-5
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Figure 4-6
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4.2 DEMOGRAPHIC PROJECTIONS

Understanding demographic trends is perhaps the most crit-
ical element of any economic forecast. Knowing the size and
make-up of future populations provides valuable infor-
mation for planning, policy, and investment decisions.

4.2.1 Inter-Provincial Migration

Long-range demographic projections for Nunavut are made
challenging by two factors. The first is the role of inter-pro-
vincial migration. It has tended to be negative (more out
migrants than in migrants) across Nunavut for the past dec-
ade and a half, but has just risen above zero with more in
migrants than out migrants. The question is where will it go
in the future?

Arguments can be made that Nunavut’s growing resource-
driven economy will create an environment that attracts
more people and at the very least brings net migration to
zero. Nunavummiut who have previously migrated else-
where would have an incentive to return home, young Nu-
navummiut who are finishing school would have a lower
likelihood of leaving, and some new people from outside the
territory looking for employment will choose to move to
Nunavut. Over time, these incoming people will offset the
out migration that is occurring elsewhere in the territory.

This assumption makes sense but there are examples where
the outcome has been different. For instance, Baker Lake
has not experienced significant in-migration from other
parts of Canada as a result of the Meadowbank Gold Mine.
In their case, most of the migration has come from within

9
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Nunavut (intra-migration). For the handful of non-Inuit that
did move to the community as a direct result of the mine
development, few would expect them to remain there once
the mine closes.

In the Environmental Impact Statement submitted by Baffin-
land Iron Mines, the proponent stated population effects
would not be significant for its project (Baffinland Iron
Mines Corporation 2012). This statement was made based on
an investigation into the full project with construction costs
exceeding $4 billion and an operational workforce of 950.
That project has since been replaced by one that is approxi-
mately 80 per cent smaller, which would suggest impacts
such as migration would be less than what was originally
predicted.

The potential for the Project to cause non-Inuit migration
into communities, as well as the potential for Inuit to move
out of the communities as a result of the Project was as-
sessed. Neither of these possibilities is identified as signifi-
cantly affecting the composition and numbers of the North
Baffin populations or the community social fabric
(Baffinland Iron Mines Corporation 2012).

Rankin Inlet’s experience with the Meliadine Gold Project
might be a little different because that community is larger,
with more amenities, has a larger and more established
business community, and is somewhat less isolated being a
transportation hub. These factors could make it a more at-
tractive and more permanent destination for Nunavummiut
and non-Nunavummiut alike.

In the Draft Environmental Impact Statement submitted
by Agnico-Eagle Mines for its Meliadine Gold Project, the
company states that the population of Rankin Inlet
would be most affected by returning family members
who have previously migrated away from the community
(Agnico-Eagle Mines 2012).

The challenges in linking resource development projects
with migration are two-fold. First, mines in Nunavut employ
a two-week, fly in/fly out rotation with their workforce, mak-
ing residency unnecessary for many of the direct and indi-
rect jobs that are created. Anyone wishing to remain in his
or her home community but work at one of these mines will
be able to do so. For example, Baffinland is flying employees
to the Mary River site direct from Waterloo, Ontario. And
second, in-migration is typically viewed as a negative out-
come of resource development by impacted communities.
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This causes developers to take extra steps in their project’s
design to prevent migration.

Unless jobs are created that require residency and for which
the required skills are not present within the existing labour
force, a larger economy does not necessarily mean in-
creased in-migration. This is the case for the Canadian High
Arctic Research Station (CHARS) being constructed in Cam-
bridge Bay. This project is expected to create 60 new jobs
for people working in the sciences who will have to move to
Cambridge Bay. Some will bring their families and the added
income and activity in the community could create further
business opportunities, meaning the community’s popula-
tion could grow even more.

Working against an assumption that net migration will rise
above zero is the historical evidence that shows that this
seldom happens. As shown earlier, the more common result
has been that more people leave the territory each year
than arrive. This trend has persisted even in years when
economic growth was high—the exceptions being last year
(2012-13) when 218 people moved to the territory and in
2010-11 when 73 people moved in (on net).

There are social issues that might be causing people to leave
and would cause hesitation in potential in-migrants. As al-
ready mentioned, there is no evidence to prove this is the
case, but the lack of suitable housing and underperforming
education and health services could be factors in peoples’
residency decisions. Families might choose to leave because
of the absence of appropriate childcare, to be closer to oth-
er family members, or because of the cost of living. Such
reasons were given in a survey of mine employees in the
NWT (NWT Bureau of Statistics 2009). Similar to ageing
populations in other rural or remote jurisdictions, Nu-
navummiut might choose to leave as a part of their retire-
ment plans or for medical reasons and a lack of continuing
care facilities. These issues are not going to change over the
short to medium term, so if they are in fact contributing to
migration patterns, then we should expect Nunavummiut
will continue to leave because of them.

For this year’s Outlook, two migration scenarios were devel-
oped and studied using the Nunavut Demographic Model

2013 NUNAVUT ECONOMIC OUTLOOK

developed by Impact Economics. The first scenario sets net
migration at zero for the entire forecast time period. The
second scenario sets net migration at the historical average,
with an exception made for CHARS start up in 2017 (see Fig-

ure 4-7).

4.2.2 Fertility Rates

Figure 4-7
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The second factor that can make demographic projections
difficult in Nunavut is correctly predicting changes in fertility
rates. As mentioned, they have remained essentially un-
changed over the past 10 years at around 3.0 children per
female of child-rearing age. Leaving rates at this average
would seem the easiest thing to do, but the general consen-
sus has always been that they will eventually come down.
Once they do, it is possible that they will come downin a
hurry because the decline would surely come about as the
result of a decline in pregnancies amongst teenagers and
Nunavummiut in their early twenties. It is in these cohorts
where the greatest discrepancy lies with the Canadian aver-
age and where the greatest impacts would be seen should
fertility rates start falling.
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If and when Inuit women place greater importance on edu-
cation and a career, the result will be a postponement of
marriage and children. Such a change would have an im-
portant effect on family and childhood poverty, and would
also represent a significant cultural change.

The question is: When will this drop in fertility rates happen
in Nunavut? There have been no signs of it yet, and in fact,
recent years have seen increases in the rate of birth by
women aged 15 to 24, which is exactly the age cohort where
one would expect to see the biggest change, but in the op-
posite direction.

Choosing education and the workforce first before mar-
riage and children is a social change that occurred in
Canada beginning in the late 1970s and carried through
to the late 1990s. The result was a rise in the average age
of new mothers and a decrease in the average family
size. The time period also saw an increasing number of
Canadian women choosing to have no children at all.

The birth rate in some provinces, namely Quebec and
British Columbia, dropped so low at the beginning of this
Century that demographers were warning about the ef-
fects on future labour supply, the affordability of pay-as-
you-go pension plans such as the CPP, and other labour-
related tax collections. Some government responded by
introducing child-rearing incentives similar to what was
in place after the Second World War, just prior to
Canada’s Baby Boom.

While fertility rates have stopped their descent and even
rebounded a little, however, the country is a long way
from seeing another Baby Boom.

Three scenarios testing fertility rates have been created for
this year’s Outlook (see Figure 4-8). In the first scenario, fer-
tility rates are held constant at their current levels. In the
second scenario, rates gradually decrease from 3.0 in 2012 to
2.6 in 2032. In the third scenario, the rates decrease at a
much quicker pace, dropping to 2.2 by 2032, with much of
the decline coming in the 15 to 19 and 20 to 24 age catego-
ries.

4.2.3 Demographic projections and their implica-
tions

Combining the migration and fertility rate scenarios gener-

ates six different demographic projections. The results are

provided in Table 4-3. Mortality rates were kept equal to

Figure 4-8
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their five-year average in all six scenarios, while the model
adjusted the age of migrants based on historical trends.

The scenarios produce a range of population projections,
from an increase of 9,822 people over the 20-year time peri-
od, equal to 28 per cent (1.3% annually) and resulting in a
population of 44,525, to an increase of 14,410 people, equal
to 42 per cent (1.8% annually) and a population of 49,113.

The scenarios that combine historically negative net migra-
tion and decreasing fertility rates result in a manageable
population from the perspective of public services, infra-
structure, and housing—areas where Nunavut already faces
considerable challenges. The scenarios where net migration
is zero and fertility rates remain at or near where they are
today produces a much larger population. This would mean
higher transfers from the federal government (population is
a key variable in the Territorial Formula Financing agree-
ment) and eventually a larger workforce. But the strain
would likely outweigh the benefits.

The number of Nunavummiut aged 60 years or older will rise
dramatically regardless of the scenario. From its current lev-
el of 2,370, the number of people in this 60+ age cohort will
rise above 5,000 by 2032 (see Figure 4-9). There are a few
things that could slow this pace of growth, including an in-
creased propensity to retire to southern Canada and arise in
the number of Nunavummiut moving to long-term care facil-
ities in other parts of the country. In reality, both seem likely
at this point. Nunavut does not currently have the facilities
or programs to meet the medical needs of ageing
Nunavummiut. Housing patients in southern Canada might
be the only available option.
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Table 4-3
Population Projection Scenarios, 2012 to 2032
2013 2032 Net Change % Change Average Annual % Change

Historical Net Migration, Today's Fertility Rates 48,193 13,490 39% 1.7%
Historical Net Migration, Fertility Rates to 2.6 by 2032 45,765 11,062 32% 1.4%
Historical Net Migration, Fertility Rates to 2.2 by 2032 44,525 9,822 28% 1.3%

35,591
Zero Net Migration, Today's Fertility Rates 49,113 14,410 42% 1.8%
Zero Net Migration, Fertility Rates to 2.6 by 2032 48,023 13,320 38% 1.6%
Zero Net Migration, Fertility Rates to 2.2 by 2032 46,746 12,043 35% 1.5%
Source: Statistics Canada, Demography Division; Impact Economics.

There are many more questions that arise from studying Figure 4-9
population projections. For example, as the population in
Nunavut rises, so will the pressure on country food re-

Distribution of Population Aged 60 and over, 2013 and

sources such as caribou and char. Can existing herds sustain 2032
the dietary needs of another 9,800 people? What about an- Female (2013) = Female (2032) M Male (2013) ' Male (2032)
other 14,400 people? Likely not, meaning the increased pop- 9o+
ulation, whether on the high or low end, will affect food
consumption patterns in Nunavut and create new issues
related to food security. .
(0]
Perhaps the critical point here is to recognise that the popu- |
lation of Nunavut is growing at a pace quicker than once
thought and it is ageing rapidly. Both trends represent chal-
lenges for the territory. Understanding these changes is 70
necessary before they can be addressed effectively.
|
. : : 60
200 150 100 50 o 50 100 150 200
Source: Statistics Canada; Impact Economics.
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5 ECONOMIC CONDITIONS AND OPPORTUNITIES

Key Highlights

Nunavut is set to embark on a prolonged period of economic growth. This growth comes after years of in-
vesting in the foundations of its economic sectors.

Mining remains Nunavut’s greatest hope for capital investment, job creation, and business opportunities.
The Mary River project is now under construction, and the probability that Meliadine is developed remains
high. Other projects will likely need better market conditions and higher prices if they are to move forward.

Government is Nunavut’s largest economic sector when including public administration, education, health,
and defence. It is not likely to grow much in the coming years, but will benefit from one-time special purpose
funding for such things as the construction and operation of CHARS, the $100 million transfer for public hous-
ing, the construction of the Nanisivik Naval Facility, and the Igaluit International Airport project.

Nunavut’s fishery has, in relative terms, had more success in growth and development than any other sector
in Nunavut’s economy. Over the past ten years, it has seen substantial increases in its overall size—
attributable to expanded allocation of allowable catch, has made considerable investments in machinery and
equipment (Nunavummiut fishers now own 5 large offshore factory freezer vessels), has seen millions in-
vested in training, and has dedicated the time and resources necessary to establish a strong industry voice
when dealing with the federal government and other industry players.

Tourism remains a sector with great potential for growth. A new tourism strategy was developed in 2013,
combining the efforts of several industry representatives. Over the next several years, the tourism sector
hopes to improve its products and services that will help to attract more visitors and increase the amount
these visitors spend on non-travel related items. Interestingly, in 2011, more Nunavummiut were employed in
the tourism sector than in the mining and construction sectors combined.

The outlook for the construction sector is very good, with large developments coming in both the public and
private sectors. The Mary River Iron Project is already under construction and Meliadine could be built in a
few years under the right market conditions. The federal and territorial governments will pursue several
large projects including the Canadian High Arctic Research Station in Cambridge Bay, the Nanisivik Naval Fa-
cility, and the Igaluit International Airport.

Production in the arts sector and cultural industries will likely shrink in the face of increased Inuit participa-
tion in the wage economy. This might ultimately prove to be a benefit to emerging and master artists, who
would see a drop in the volume of lower quality work and increased attention to their work. For individuals
wanting to make a career in the business, access to affordable work space and expanding their market are
some of the more critical concerns.
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5.2 OVERVIEW OF NUNAVUT’S ECONOMY my. The analysis of how Nunavummiut will participate in and
The Nunavut economy continues to show enormous prom- be affected by this economy forms the basis of Chapter 6.
ise, even if results remain modest in some areas.
5.3 MINING
* The mining sector receives the most attention because
of the numerous projects that are inching closer to 5.3.1 Current Conditions
development and because it offers the potential to
create thousands of jobs and employ hundreds of 5.3.1.1  Mineral Production
Nunavummiut. As of 2013, only the Meadowbank Gold The Meadowbank Gold Mine—which had just entered pro-
Mine was in production with the Mary River Iron Project duction when the last (2010) Nunavut Economic Outlook
entering the initial stages of construction. No other was written—remains the only operating mine in Nunavut. It
mining proponent had acquired the licence to operate is owned and operated by the Canadian miner, Agnico-Eagle
and the financing needed for development. Mines (AEM).

* The fishing industry also continues to show progress
and will benefit from a recently announced increase to
the turbot quota. Moreover, Inuit employment has
improved in recent years, with as many as 200
Nunavummiut now working in the industry.

* Tourism remains an interesting and oft cited area for
growth. The industry has its first strategy in over a
decade and that should help focus and coordinate
efforts in growing the industry.

* Government is the largest employer in Nunavut by a
considerable margin, though not an area where growth Estimated Mine Life 2010 to0 2018
should be expected over the long term. However,

The mine is scheduled to remain open until 2018. It will pro-
duce approximately 358,000 ounces of gold annually over
the next few years. Its staffing numbers have now stabilised
and currently sit at approximately 675 with about 30 per
cent of those employees being Inuit from the Kivalliq region.

Mine Type Open Pit

spending and employment should rise over the next few 2012 Production 366,030 0z. gold
years as a result of increased federal support for Contribution to real GDP ~$200 million
housing, infrastructure, and the construction and

operation of the Canadian High Arctic Research Station. 2012 Total Cash Cost $913/0z. gold

*  The construction sector is driven by mining exploration
and development and spending by government. As a
result growth has been strong over the past few years. Inuit Employment ~225

Current Employment (2013:Q2) 678

This chapter presents the current conditions and future op-
portunities in the different sectors of the territory’s econo-

It is in this chapter (Chapter 5) that past Nunavut Economic Outlook’s included statistical analysis and other research find-
ings on the traditional or non-wage economy. Fifteen years ago, when writing the original Outlook, it was decided that the
traditional economy was best discussed as a part of the whole economy. It was thought that this would demonstrate its im-
portance, that it would be made equal if discussed alongside other sectors of the economy such as mining, fishing, or con-
struction, and that it should be measured in the same manner or style as these sectors—by GDP. Making these links has
never been easy.

The new approach and methodology introduced in this year’s Outlook offers an alternative. It elevates the importance of
the traditional economy by placing it within the context of Nunavut’s development rather than as a part of Nunavut’s
growth. The traditional economy can thus be described in terms of its role in preserving Inuit culture, its connection with the
environment, its relationship with social and community cohesion, its ability to offer a productive alternative to the wage
economy, and how it provides for income substitution and greater food security. These ideas can be thought of in terms of
the sustainability of Nunavut and are presented in Chapter 6.4.
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Preparing for Mine Closure

Baker Lake had some anxious times after AEM an-
nounced the possibility of Meadowbank closing 3 years
ahead of schedule. The company has since made changes
that should keep the mine open for the entirety of its 9-
year mine life. This reprieve affords the community the
opportunity to look at lessons learned from the experi-
ence.

Baker Lake was not prepared for the social or economic
ramifications of Meadowbank’s early closure. It would be
well advised to make those preparations now given the
mine is scheduled to close in five years time. And, should
the price of gold drop below the mine’s current operat-
ing cost, the mine’s future would again be in jeopardy.

The loss of 150 direct mining jobs will have financial, psy-
chological, and demographic impacts on the community.
The importance of educational institutions, community
support groups, religious or spiritual organisations, and
participation in traditional activities will be elevated at
that time. The community has time now to find and put
in place the resources necessary to solidify these institu-
tions (formal or informal) that support residents in their
daily lives. Waiting until after the mine closes is too late.

Its scheduled nine-year mine life was in jeopardy in early
2012. The mine’s operating costs were over $1,000 per
ounce, turnover and absenteeism of staff was high, and a
fire had destroyed portions of the camp.

A new labour support program was developed in response
that focussed on workforce readiness and career develop-
ment. The program is working. For example, the mine owner
reports retention of haul truck drivers has climbed from 58
per cent to 92 per cent over the past year. This has helped
with the overall mine operations as well. Operating costs are
down and Agnico-Eagle Mines has suggested that the
Meadowbank property does have the potential for an ex-
tended mine life through exploration of other deposits with-
in their claim area.

5.3.1.2 Prices

Nunavut is a high cost environment for anyone living or
working in the territory. This includes miners as much as an-
yone else. Mining projects in Nunavut are especially sensitive
to price changes because construction and operating costs
are high in comparison to other jurisdictions. Estimates for
developing a mine site regularly exceed $1 billion because of
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the need to include the cost of transportation infrastructure
such as roads, a railway, or marine facilities, and also be-
cause of the high cost of labour, power, and the sometimes-
lengthy regulatory process.

For example, AEM’s road from Rankin Inlet to its Meliadine
gold property will cost the company approximately $1 million
per kilometre. The project is feasible in part because it is
located a mere 25 kilometres from Rankin Inlet, the Arctic
coast, and the community’s limited marine infrastructure.
Not all projects have this geographic advantage, in fact,
most don’t. Accessing the base metals at the proposed Izok
Lake mine in the Kitikmeot, for example, will require a 300-
kilometre road and a port, and once into production, operat-
ing costs will include transportation of ore along this very
long road and regular road maintenance. These costs can
turn rich deposits into marginal projects with their feasibility
dependent on commodity prices being at or near historically
high levels.

The market price for most minerals rebounded quickly after
the 2008-09 recession (see Figure 5-1) (World Bank 2013).
However, over the past year, prices have receded. For ex-
ample, at its height in September 2011, gold traded at an
average price of $1,772 per ounce. At that time, Meadow-
bank was operating with costs that exceeded $1,000 per
ounce—which is high by industry standards—but there was
still plenty of room for profit. By mid-summer, that comfort-
able profit margin had collapsed as gold traded at $1,286 per
ounce (average price in July 2013) (see Figure 5-2). The good
news is that prices have firmed and AEM has been able to
bring its costs down, but margins aren’t what they used to
be.
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Figure 5-2

World Gold Price, $US/troy ounce, 2003 to July 2013
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There is no consensus amongst pundits on where gold pric-
es will go in the near future, with a range of predictions from
$1,100 to $1,600 per ounce. But the drop in price is having a
real affect on AEM’s Meliadine project causing a delay of at
least one but probably two years.

Other gold properties, such as Hope Bay that was once
thought to be certainty for development, are now in ques-
tion. Sabina Gold and Silver Corporation completed a Prelim-
inary Economic Assessment of its Back River project in 2012
with a baseline gold price of $1,250 per ounce, which is typi-
cally set at a very conservative level (Sabina Gold and Silver
Corporation 2013). A feasibility study is needed at this point
to understand the project in more complete terms and un-
der new price estimates.

Figure 5-3
World Iron Price, $US/metric tonne, July 2003 to July 2013 ‘
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Figure 5-4

World Silver Price, ¢US per troy ounce, July 2003 to July
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Gold is not the only commodity of interest in Nunavut, nor is
it the only one to see prices fall over the last few years. Iron,
silver, and uranium prices have also fallen (see Figure 5-3,
Figure 5-4, Figure 5-5).

Iron prices have been particularly erratic over the past 18
months, after slipping from itheir post-recession peak. As of
July, iron was trading in the US$125 (+10%) per metric tonne
range, off 30 per cent from its peak in mid-2011. There re-
mains much speculation on its future. Iron prices are very
dependent on demand from China. Most experts believe the
long-term growth prospects are positive and do not expect
prices to fall below $100 per metric tonne. This should be
enough to ensure continued development of the Mary River
Iron Project.

Figure 5-5
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Silver prices made a tremendous run over a twelve month
period beginning July 2010, climbing from ¢1,796 to ¢4,269
(a gain of 140%). But have since fallen right back to where
they started, trading at ¢1,971in July 2013. The Hackett River
silver deposit owned by Glencore-Xstrata is Nunavut’s most
advanced silver project.

The price of uranium made modest gains in 2010, but has
been falling steadily since, now trading at $38 per pound. At
this price, it is not clear that the Kiggavik project would be
profitable.

Canada’s Barrick Gold is the world’s largest gold produc-
er. As of July 2013, it owned and operated 26 gold mines
around the world. Any mine that was operating at a cost
per ounce above $1,000 was under review for possible
sale or closure. This is a good reminder of how things can
change and how tenuous a mining economy can be and
reinforces the importance of being prepared for life after
mining—whether at the family, community, or regional
level.

5.3.2 Future Opportunities

There are, as there were three years ago, a number of im-
portant sites that continue to receive attention and invest-
ment dollars and that could one day become producing
mines. Some of the more advanced projects include Mary
River (iron ore), Meliadine (gold), Kiggavik (uranium), Back
River (gold), Hackett River (silver, zinc), 1zok Lake (zinc,
copper, lead), High Lake (zinc, copper), and Hope Bay

(gold).

5.3.2.1 Mary River Iron Deposit

Mary River is the most advanced of the projects listed. In the
time that this Outlook was being written, the owners of the
property took the decision to proceed with development
and, in the latter half of the year (2013), began shipping con-
struction materials to site.

The property is located in north-central Baffin Island, ap-
proximately 160 kilometres southwest of Pond Inlet. It is co-
owned by the steelmaker Arcelor-Mittal from Luxemburg
and Iron Ore Holdings Ltd. Original estimates for the pro-
ject’s capital cost were $4.1 billion, which included the mine
site development, a 145-kilometre rail line to Steensby Inlet
and a port facility there (Baffinland Iron Mines Corporation
2008). Once operating, the mine, transportation corridor,
and port were projected to employ 950 people.

That mine plan received regulatory approval in late 2012,
however, shortly thereafter, the owners downgraded the
plan to approximately 20 per cent of what was originally
proposed. The new plan significantly lowers the rate of pro-
duction and alters the transportation requirements, opting
instead for truck transportation on an all-weather road built
to Milne Inlet north of the mine site on the east coast of Baf-
fin Island near the community of Pond Inlet. The result of
the latter change meant additional regulatory approvals
were needed. But this last point has not been a major im-
pediment to the project to date.

Despite the mine plan shrinking by 80 per cent, the project
still represents an enormous economic opportunity. Con-
struction will span two years at a cost of US$700+ million.
Operations will continue for a minimum of 20 years, with the
initial “Early Revenue Phase” targeting an annual production
rate of 3.5 million tonnes. Employment will be scaled back
with the smaller mine plan, but 750 construction jobs can
still be expected, and approximately 420 jobs for production
(Baffinland Iron Mines Corporation 2013).”

The owners have indicated that the original mine plan re-
mains a part of the long-term planning that would see pro-
duction increased by 18 million tonnes per year
(ArcelorMittal 2013). This full project could start as early as
2015 under the right conditions. In that scenario, the con-
struction phase would continue for five years with employ-
ment peaking in year two at 2,700.

Mine Type Open pit
Construction Estimates:

Cost $700 million
Timeline 3 years

Workforce Up to 750 annually

Operation Estimates:

Mine Life 20+ years
Production 3.5 million tonnes per year
Workforce 420

5.3.2.2 Meliadine Gold Deposit

Agnico-Eagle Mines owns the Meliadine Property and earlier
this year (January 2013) submitted its Draft Environmental
Impact Statement to Nunavut regulators. Plans to develop

® These are total employment figures. On-site employment is expected to
average 600 for construction and 210 for operations.
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the property as early as 2014 have been altered as a result of
the drop in gold prices discussed earlier. Spending on the
property will be scaled back by about 10 per cent ($10 mil-
lion) to $80 million in 2013 and by 65 per cent ($80 million) to
$45 million in 2014.

The delay is a setback for the Rankin Inlet economy. It has
been growing over the past two years, benefiting from the
mineral exploration and mining activity throughout the Ki-
vallig region that is bringing new investment dollars to the
community. The Government of Nunavut is spending $27
million to upgrade the hamlet’s airport. The government has
also selected Rankin Inlet as one of the 11 communities that
will receive new public housing units over the next year.
Business leaders are looking at a plan to improve the com-
munity’s marine infrastructure. And for its part, the hamlet is
in the midst of developing a new community plan in prepa-
ration for dealing with the effects of the Meliadine Project.

Meliadine’s future development will depend on a recovery in
gold prices. Assuming that happens over the next 18
months, AEM could potentially start developing the proper-
ty by 2016 with production commencing in late-2018 or early-
2019. This new date coincides with the planned closure of
the company’s Meadowbank operations. Given the delay, it
is quite possible that AEM is now looking at the feasibility of
moving equipment from Meadowbank to Meliadine as a
means to improving the financial viability of the latter pro-
ject.

With no overlap, the total number of mining jobs in the
Kivalliq region will remain unchanged as work shifts from
one mine to the next—notwithstanding the jobs created
during construction of Meliadine and reclamation of Mead-
owbank. There could be some challenges here depending on

Mine Type Open pit & underground methods
Construction Estimates:

Cost $1 to $1.3 billion

Timeline 3 years

Workforce 1,500 annual average

Operation Estimates:

Cost $230 million annually
Mine Life 13 years

Production 360,000 oz. gold annually
Workforce 700
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how many Baker Lake residents currently working at Mead-
owbank want to transfer to Meliadine. A high number of
fully trained and experienced transfers would lower the
mine’s employment impact for Rankin Inlet.

5.3.2.3 lzok Corridor Project

The Izok Corridor Project combines the mineral deposits at
Izok Lake and High Lake with a proposed all-weather road to
a port facility on the Arctic coast. Izok Lake is situated just
north of the NWT/Nunavut border in the Kitikmeot region,
300 kilometres southeast from Kugluktuk. It is considered
one of the highest-grade, undeveloped copper-zinc deposits
left in the world. The High Lake mineral deposit is situated
190 kilometres east-southeast of Kugluktuk and contains
copper, zing, gold, and silver. Both properties are owned by
MMG Resources, which is a subsidiary of the Chinese mining
company Minmetals Inc.

Development of these deposits has long been delayed due
to a lack of transportation infrastructure and other logistical
challenges. The developer also faces regulatory challenges
because the property is within the Mowhi Gagha De Niitlee
boundary, which is a part of the Tlicho Agreement (Tlicho
Agreement 2003).

MMG Resources submitted a project proposal to regulators
in 2012, but later withdrew that submission in order to con-
duct further exploration, engineering, and planning. That
work is now underway and under the right set of circum-
stances will result in the submission of a new project de-
scription in late 2014 at the earliest.

This project, should it proceed, would be huge, rivalling
Mary River in terms of its logistical needs. Construction
would likely span three to four years given the need for a
road, port, and multiple site developments. Production
would span 10 to 15 years. The size of workforce is unknown,
but one could speculate that the labour component would
again rival Mary River’s full project with employment ap-
proaching 1,000.

5.3.2.4 Back River Gold Deposit

The Back River Project is made up of several gold deposits
approximately 75 km southwest of Bathurst Inlet. Sabina
Gold and Silver Corporation owns the property. Sabina com-
pleted a Preliminary Economic Assessment in May 2012 and
submitted a project description to regulators one month
later (Sabina Gold and Silver Corporation 2012). The compa-
ny is currently engaged in advanced engineering, baseline
environmental studies, and on-going exploration.
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Sabina reports the project will require a two-year construc-
tion period and 1,600 person-years of employment. In its
Preliminary Economic Assessment, pre-production capital
costs were estimated to equal $450 million, with another
$388 million needed during the mine life. Operations will
span 10 to 15 years, employing a staff of 9oo workers, with
an estimated operating cost of $542 per ounce. These esti-
mates make the property extremely attractive. More refined
numbers should be released with the feasibility study. The
company has reported it could be operating as soon as 2016.
Given the current stage of development and the state of
world capital markets, one should not expect delays to this
timeline.

As with all landlocked mineral deposits in Nunavut, the Back
River Project requires a seasonal or all-weather road to con-
nect with the coast. The optimal solution for this project is
to coordinate with their neighbour Glencore-Xstrata, which
also requires a road for its Hackett River Project. The two
properties are 50 kilometres apart.

5.3.2.5 Hackett River Silver/Zinc Deposit

Hackett River is a silver, copper, lead, and zinc deposit
owned by Glencore-Xstrata. Xstrata acquired the property
from Sabina Gold and Silver in 2011, and has since merged
with Glencore.

The property is located south of Bathurst Inlet. Its measured
and indicated resources total 105 million ounces of silver and
25 million tonnes grading 4.2 per cent zinc (Vaccaro 2013). A
96 kilometre all-weather road to the Arctic coastline and a
port facility would be required to develop this site. If devel-
oped, this project has resources to sustain 16 years of open
pit and underground mining (Sabina Gold and Silver
Corporation 2009). Timing for this project is uncertain. An
optimistic view would have the mine developed by 2018, but
with prices as they are, the project may need a substantial
and robust recovery in prices before it can proceed.

5.3.2.6 Kiggavik Uranium Deposit

The Kiggavik Project is a uranium deposit located 80 km
west of Baker Lake. It is owned by AREVA Resources that
has as its majority owner the Government of France. The
deposit is estimated to contain resources representing ap-
proximately 52,000 tonnes of uranium with a grade of ap-
proximately 0.23% (AREVA Resources Canada, Inc. 2008).
Based on areserve of 44,000 tonnes, the property has the
potential to remain in production for 17 years, produce 2,000
tonnes to 4,000 tonnes of uranium annually, and employ a
staff of 600 people (ARVEA Resources Canada, Inc. 2013).

Ik

.

AREVA Resources is in the final stages of its regulatory pro-
cess, having submitted a draft environmental impact state-
ment to the Nunavut Impact Review Board (NIRB) in late
2011. In July of 2013, NIRB issued its final instructions to the
company on how to proceed to the Final Environmental Im-
pact Statement. That final document is expected early in the
New Year (2014).

Nunavut Tunngavik Incorporated supports uranium mining
in Nunavut according to its Uranium Exploration and Mining
Policy. Not all Nunavummiut share this position. An inde-
pendent, not-for-profit, public interest group, Nunavummiut
Makitagunarningit, formed in 2009 to provide information
and public awareness on the uranium industry to Inuit bene-
ficiaries of the Nunavut Land Claim Agreement and the
Nunavut public at large (Nunavummiut Makitagunarningit
2009).

As stated earlier, the low price of uranium is a critical com-
ponent in judging this project’s viability. Assuming an in-
crease in prices, the project could be underway before the
end of this decade.

In 2007, Nunavut Tunngavik Incorporated established a
new Uranium policy reversing its previous stance against
it (Nunavut Tunngavik Incorporated 2007). NTI owns
several sections of land with known uranium deposits
and selected others for its uranium potential.

In accordance with the policy, NTI will support uranium
exploration and mining in Nunavut if these activities are
carried out with the objectives and policy statements set
out in its Uranium Policy, NTI’s other policies, and all reg-
ulatory requirements.

The guiding principle of the policy is that uranium explo-
ration and mining must be carried out in an environmen-
tally and socially responsible way, and the uranium that
results from the mining shall be used only for peaceful
and environmentally friendly purposes.

The objectives of the policy are as follows:

1. Support Responsible and Peaceful Uses of Nuclear En-
ergy

2. Require Benefits from Uranium Exploration and Mining
3. Ensure Protection of Human Health
4. Limit Impacts of Uranium Exploration and Mining

5. Promote Participation of Inuit
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5.3.3 Mining Outlook

Predicting the future for mining in Nunavut with any degree
of precision has been challenging during the past decade.
There are numerous examples of projects that have risen to
prominence bringing hope to communities only to fade
away for any number of reasons. Hope Bay Gold Project and
Jericho Diamond Mine are good examples. Many of these
deposits have changed hands several times, have been in
the exploration phase for a prolonged period of time, and
continue to exhibit uncertainty regarding their future devel-
opment. Low commodity prices, challenging capital mar-
kets, and high cost of development are major contributors
to this uncertainty.

To varying degrees, Mary River, Meliadine, Kiggavik, Roche
Bay, Hackett River, Back River, Izok Lake and High Lake, Jer-
icho, Lupin, and Hope Bay, can be included in this list. In oth-
er words, every project in Nunavut!

In 2010, Newmont Mining Corporation was quickly moving
toward development of Hope Bay, uranium prices were on
the rise, and Baffinland was advancing Mary River as a $4.1
billion project. In the few years that followed, Newmont
abandoned then later sold its Hope Bay property, uranium
prices fell back to a price below US$40 per pound, while
Mary River continued through the regulatory process to its
successful conclusion only to reduce the project scope by 80
per cent one month later.

This is the nature of mining. The most difficult thing for the
industry to accomplish is moving a project from exploration
to development—there is tremendous risk involved and re-
quires millions of dollars from investors around the world
willing to risk their own money on the project. Once past
this stage, however, life gets much more predictable. A
company would be hesitant to shut down a project after its
shareholders have poured millions if not billions of dollars
into it, though this can still happen (Hope Bay being an ex-
ample).

Given the information available today (autumn of 2013) on
world prices and the investment signals coming from project
proponents, there can be some certainty that Mary River will
proceed with its construction and will begin production in
2015. Meliadine is likely to be developed, but not until
Meadowbank is finished and only if gold prices remain stable
orincrease. A drop in the price of gold could mean more
delays. Izok Lake and High Lake, Hackett River, and Kiggavik
are owned by large international mining companies that
have the necessary finances for development, which gives
the projects some credibility, though all continue to face
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challenges associated with economic viability and, regard-
less of the owner, will not be developed if it means losing
money. Smaller companies own Back River and Hope Bay. In
their cases, more favourable capital markets in addition to
higher prices are likely needed before moving to develop-
ment.

It is fair to say that a return of high commodity prices would
be positive for the mineral exploration and mining sector.
Until then, Nunavut should prepare itself for no more than
one or two mines opening in the next five years, while also
preparing for the closure of Meadowbank. Beyond the five-
year outlook and with better market conditions, any one of
the five advanced projects listed could be developed or
nearing production—predicting which one and exactly when
is too speculative at this stage.

5.4 PUBLIC SECTOR

5.4.1 Current Conditions

The public sector including government spending on goods
and services, public infrastructure, education, health and
social services, and defence is the largest component of
Nunavut’s economy. It spends more money and employs as
many people as all other economic sectors combined (see
Figure 5-6 and Figure 5-7).

It is useful to think of government as a stabilizing force with-
in the economy. It does not offer much potential for growth,
but it is also less likely to suffer losses in spending or em-
ployment.

In Nunavut, approximately 9o per cent of government activ-
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Figure 5-7
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ities are financed through transfers from the federal gov-
ernment. Nunavummiut are responsible for contributing the
other 10 per cent. Under this arrangement, a huge drop in
Government of Nunavut’s own-source revenues—a cata-
strophic event for a provincial government—would have
only a minor effect on the territory’s budget.

The value of this stability was revealed during the past re-
cession, when the country suffered job losses totalling
325,000 from the fourth quarter of 2008 to the third quarter
of 2009. In Nunavut, employment grew during that time
period and again in 2010, aided in large part by activities in
the public sector.

The government’s contribution to the economy is typically
evaluated in terms of its direct impact and what it contrib-
utes in terms of employment and GDP. Also important is the
impact of government spending on businesses operating in
Nunavut and the additional benefits that flow from its con-
tribution to personal incomes. This is sometimes referred to
as the direct endogenous, indirect and induced effects. Nu-
merous businesses in Nunavut exist almost exclusively be-
cause of the spending by government.

To better appreciate the extent of this impact, consider that
for every dollar the Government of Nunavut spends on la-
bour income for education, health, and administration, it
spends $1.50 elsewhere in the economy (Statistics Canada
2013). Not all recipients of these other expenditures are
Nunavut-based companies—for example, government buys
fuel and computers that are produced elsewhere. But for
those that are based in Nunavut, the businesses employ lo-
cal staff, rent space, invest in local capital, and purchase ma-

9,

¢
L K

The federal government gives a grant to the Government
of Nunavut each year according to the Territorial Formu-
la Financing (TFF) Agreement. The purpose of this trans-
feris to ensure a certain degree of equality in the
provision of public services, and in many respects is simi-
lar to Equalisation payments that are transferred to the
so-called “have-not” provinces in southern Canada.

The formula determines the annual transfer by subtract-
ing eligible revenues from a general expenditure base.
The eligible revenues are determined from the revenue
potential that exists within a standardised tax base ap-
plied to the Territory and from an additional revenue
block formulated to approximate the Government of
Nunavut’s ability to raise funds by additional tax means.
Within the standardised tax base, there are seven
tracked revenues:

*  Personal income tax

* Corporate income tax
* Gasoline tax

* Diesel tax

* Tobacco tax

* Liquor tax

*  Payroll tax

All eligible revenues are applied to the formula as a
three-year moving average with a two-year lag. Further-
more, an economic development incentive of 30% is ap-
plied to the eligible revenues. This last provision amounts
to the extra revenues the territory can keep when the
economy grows quickly over a short period of time.

terials of their own. All of these activities extend the overall
impact of government spending.

Induced effects refer to the economic activities generated
by employees spending their wages. The steady growth in
services, including the expanding retail choices, in Nunavut
can be largely attributed to the induced effects of govern-
ment spending.

5.4.2 Public Sector Outlook

While very stable, the public sector does not offer much op-
portunity for growth. Over the past few years, govern-
ment’s contribution to Nunavut’s GDP has remained virtually
unchanged, growing by just 0.9 per cent in 2012 (see Figure
5-8).
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The Government of Nunavut currently employs 5,700 people
directly in various public administration, health, and educa-
tion roles (Nunavut Bureau of Statistics 2012). There does
exist an opportunity for increased employment in health and
education, with some emphasis on hiring individuals who
speak Inuktitut. But in the bigger picture, this added em-
ployment, should it occur, would not have a significant im-
pact on Nunavut’s labour market however it would have
very real impacts on education and health outcomes. For its
part, the federal government will bring approximately 60
new hires to Nunavut in 2017 in conjunction with CHARS, but
otherwise will not increase its employment numbers in any
substantive way between now and then.

Government spending on public administration should con-
tinue very much in line with current trends (see Figure 5-9).
As mentioned, the federal government provides the territo-
rial government with approximately 9o per cent of its annual
budget ($1.39 billion in 2013-14 for a territorial budget of
$1.53 billion) through the Territorial Formula Financing
agreement and through the Health and Social Transfers (see
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Table 5-1). Much of the year-to-year variation in spending is
the result of the government’s capital budget, which rises
when the federal government provides additional special
purpose funding such as the $100 million for public housing
that was announced in the 2013-14 federal budget
(Government of Canada 2013).

5.5 FISHING

5.5.1 Current Conditions

The majority of Nunavut’s commercial fishing takes place
offshore in the Hudson and Davis Straits in the eastern Arc-
tic. The primary commodities are Greenlandic Halibut (also
known as turbot) and Northern Shrimp. Inshore fishing tar-
gets turbot and Arctic char. The inland fishing in the Kivalliq
and Kitikmeot regions is linked to tourism and subsistence
activities and is based almost exclusively on Arctic char. Fish-
ing interests from the Baffin region and Nunavik have part-
nered to share portions of the shrimp fishery in the Hudson
Strait.

Table 5-1
Canada Health and Social Transfer and Territorial Formula Financing for Nunavut, 2005-06 to 2-13-14

2005-06 | 2006-07 | 2007-08 | 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14%
Canada Health Transfer 23 23 25 25 27 27 29 30 32
Canada Social Transfer 10 1 1 1 1 1 1 1 12
Territorial Formula Financing 821 844 893 944 1,022 1,091 1,175 1,273 1,350
Total Transfers 854 878 929 980 1,060 1,129 1,215 1,314 1,394
Transfers per capita 28,050 28,400 29,632 30,858 32,766 34,207 36,174 38,855 40,622
Source: Department of Finance Canada Major Federal Transfers
*includes projected transfer by the federal government
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Table 5-2

Nunavut’s Allocations for Turbot and Northern Shrimp,
tonnes, per cent of total, and landed value, 2001 and 2011

Allocation (tonnes)
2001 2011
In Shore Cumberland Sound
Turbot 500 500
Division 0A Turbot 4,400 6,500
(per cent of allowable catch) 100% 100%
Division 0B Turbot 1,500 3,350
(per cent of allowable catch) 17% 45%
Division 0A & 0B Turbot 5,900 9,850
(per cent of allowable catch) 60% 70%
Landed Value of Offshore - -
Turbot $35.4 million  $78.8 million
SFA 0-3 Northern Shrimp 4,028 10,861
(per cent of allowable catch) 18% 31%
Landed Value of Northern - -
. $12.1 million  $32.6 million
Shrimp
Source: Nunavut Offshore Allocation Holders Association

The fishery has seen strong growth over the past decade as
the territory acquired a greater share of the turbot and
shrimp fisheries in its adjacent waters in addition to being
awarded new fishing licenses in Cumberland Sound and in
the Davis Strait. Over the ten-year span, from 2001 to 2011,
Nunavut’s total off-shore allocations for turbot have grown
from 5,900 metric tonnes (60 per cent of the allowable
catch) with a landed value of $35.4 million to 9,850 metric
tonnes (70 per cent of the allowable catch) with a landed
value of $78.8 million (see Table 5-2). Most recently, in late
November 2013, Fisheries and Oceans Canada raised the
quota for turbot in Division 0A from 6,500 tonnes to 8,000
tonnes. The additional quota will go to Nunavut licence
holders, raising the overall turbot allocation in adjacent wa-
ters to 73 per cent.

Historically, the industry has had difficulty finding Inuit in-
terested in a career in fishing, especially on offshore vessels.
However, numbers have improved in the last few years.
There are now times when half of the crew of a large off-
shore vessel are Nunavummiut. It is important to note that
Inuit from all three regions are working in the offshore fish-
ery. Combined with the inshore fishery and with workers at
Pangnirtung’s fish processing plant, the industry now em-
ploys as many as 200 Nunavut residents at different times
throughout the year.

The improved employment can be attributed, in part, to the
success of the Nunavut Fisheries and Marine Training Con-
sortium. This multi-stakeholder group was formed in 2005.
To date, it has invested close to $12 million in training, having

There are several active Inuit groups involved in
Nunavut’s fishery:

Arctic Fishery Alliance is a partnership between the
Hunters and Trappers Organisations in Arctic Bay, Grise
Fiord, Resolute Bay, and Qikigtarjuag.

Baffin Fisheries Coalition was formed in 2001 and now
has the Hunters and Trappers Organisations in Kim-
mirut, Iqaluit, Pangnirtung, Clyde River and Pond Inlet as
owners.

Cumberland Sound Fisheries and Pangnirtung Fisheries
formed a partnership to manage new quotas for the
Cumberland Sound area.

Qikiqtaaluk Fisheries Corporation is wholly-owned by
the Qikigtaaluk Corporation.

Unaagq Fisheries is jointly owned by Makivik Corporation
representing Nunavimmiut and Qikiqtaaluk Corporation
representing Nunavummiut from the Baffin region.

All of Nunavut’s active offshore fishing groups have
come together to form the Nunavut Offshore Allocation
Holders Association (NOAHA). The industry association
provides a unified voice on issues of concern to the
fishery (Baffin Fisheries Coalition 2012).

offered 83 courses, generating 718 course completions with
a graduation rate of 91 per cent. Courses offered include
basic training such as pre-sea trawl worker and small vessel
operator proficiency to more advanced training for bridge-
watch, marine diesel mechanic, and fishing masters IV.
These courses are offered throughout Nunavut, which is
contributing to the expanding interest in fishing careers
amongst Inuit. Most Nunavummiut employed on offshore
vessels have entry-level positions, but there are some that
are now advancing into more senior and higher-paying posi-
tions.

Over the past few years, beginning in 2010, the Department
of Environment with the Government of Nunavut has been
working on a Nunavut Fisheries Branding and Marketing Initi-
ative. Its objectives include creating a Nunavut fishery brand
that distinguishes fish harvested by Nunavut fisheries from
other fish products from around the world and promotion of
the Nunavut brand to target markets through a range of
marketing materials and activities (Department of Environ-
ment 2010). One result was the Truly Wild branding for
Nunavut fish products.
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5.5.2 Fishing Outlook
There are several key issues that Nunavut’s fishery will focus
on over the medium term. These include:

* Increasing its share of quota from adjacent fishing
zones;

* Expanding the inshore fishery;

* Developing more and better marine infrastructure;

* Continuing its research into increased quotas and the
commercial viability of new species; and,

* Advancing young Nunavummiut fishers into higher
classification jobs.

Nunavut is investigating the viability of a larger inshore tur-
bot fishery that might be a more attractive career option for
some Nunavummiut. Its advantages include a much smaller
capital investment for potential entrepreneurs and shorter
lengths of time away from home—typically two or three
days rather than several weeks.

The inshore fishery in Cumberland Sound is typically active in
the winter and spring months. Fishers use longline gear set
through holes in the ice. Poor ice conditions have had a ma-
jor impact on the winter fishery in recent years, reducing the
harvest to 9 tonnes, 70 tonnes, and 3 tonnes for 2005, 2006,
and 2007 respectively (Canadian Science Advisory
Secretariat 2008). The most recent winter fishery (2013),
however, netted a record catch of more than 300 tonnes of
turbot over a three-month period from January to April (Vela
2013). At its peak, there were more than 100 active fishers
working in the inshore fishery.

There is also growing interest amongst fishers in acquiring
boats large enough to fish Cumberland Sound turbot in
open water during the summer and fall fishery. In the past,
Pangnirtung Fisheries has hired companies from Labrador to
fish turbot as a part of an experimental summer fishery.
Their success has encouraged more local ownership of ves-
sels and requests to extend the Cumberland Sound fishery
zone further south.

With the increased offshore quota, Nunavut will have to pay
closer attention to the possibility of a harbour on the east
coast of Baffin Island that would allow its catch to be of-
floaded in Nunavut. Currently, Nunavut’s fishing vessels sail
to Greenland to do this. Several opportunities would ac-
company this infrastructure. While at port, the fishing boats
might

* Change crews—meaning more business for airlines,
hotels, and food services;
*  Repair nets—creating an opportunity for a small
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seasonal business for a local entrepreneur; and/or
*  Purchase food and supplies—increasing the business for
the local wholesaler/retailer.

The Government of Nunavut has continued its research
work aboard its 64-foot steel research vessel, the RV
Nuliajuk (Government of Nunavut 2013). It is currently partic-
ipating in a four-year, $7 million research program that is

* Looking at extending the Cumberland Sound Inshore
Fishery boundary, as well as

*  Studying methods for reducing Greenland shark by-
catch,

* Exploring a possible clam fishery near Qikigtarjuaq and
Clyde River,

* Conducting shallow water bottom mapping, and

* (Cataloguing other species.

5.6 TOURISM®

5.6.1 Current Conditions

Tourism has always been and remains an industry with a
potential for growth and development. Nunavut offers trav-
ellers great natural beauty, a fascinating history and culture,
and slowly, more and better quality tourism products and
services. The sector is comprised of licensed tourism opera-
tors and establishments that include outfitters, hotels, and
restaurants, as well as airlines, cruise ships, and community-
based businesses such as arts and crafts businesses and taxi
services (Nunavut Tourism Partner Organisations 2013).

Most tourists to Nunavut are Canadian (91 per cent of all
visitors) and are travelling for business (57 per cent of all

In 2013, several Nunavut tourism partner organisations,
including Nunavut Tourism, several Government of Nu-
navut departments, Nunavut Tunngavik Inc., Parks Cana-
da, and CanNor, collectively produced Tunngasaiji: A
Tourism Strategy for Nunavummiut. Their vision is for Nu-
navut’s tourism sector is stated as:

Tourism will be a dynamic, sustainable industry that
showcases our outstanding and unique natural, cultural
and recreational resources, and contributes to a high
quality of life for Nunavummiut.

® The source for tourism data presented in this chapter is the 2011 Nunavut
Tourism Exit Strategy as presented in Tunngasaiji: A Tourism Strategy for
Nunavummiut unless otherwise noted.
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Figure 5-10
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travellers, see Figure 5-10) (Nunavut Tourism 2011). The 2011
Nunavut Tourism Exit Survey found that business travellers
spend more time per visit and spend more money than other
tourists.” It was estimated that the average business travel-
ler spends just over $4,500 per visit, with a little over 40 per
cent on items other than transportation.

Leisure travellers are the second largest component in
Nunavut’s tourism market. They represent 21 per cent of all
visitors. These tourists come for cultural activities (which
includes viewing and purchasing art), sport hunting and fish-
ing, adventure, and for the scenery found in Nunavut’s many
Parks and Heritage Rivers. Leisure tourists spend, on aver-
age, $4,450 per visit including $2,300 on non-travel tourism
products and services.

Other segments of the tourism market include Friends and
Relatives and Cruise passengers. The former constitutes 7
per cent of the total market. Not surprisingly, they spend
much less than other tourists, averaging $1,825 per visit in-
cluding airfare.

There were 18 cruise ships and 1,890 cruisers registered for
voyages into Nunavut in 2011. These numbers are down since
the recession and since the cruise ship Clipper Adventurer

7 Business travellers include job tourists, but not FIFO workers who fly in and
fly out of a work site on a rotational basis and otherwise do not enter Nunavut
communities.

The overall objective of Tunngasaiji is to provide a foun-
dation for growth and development of a sustainable,
Nunavut-based tourism industry that provides benefits
for Inuit and all Nunavummiut.

Tunngasaiji focuses on what needs to be done over the
next five years to make the tourism sector grow. There
are three key elements underlying the approach taken in
the strategy.

First, the strategy establishes a foundation from which
the industry can grow.

Second, sustainable long-term growth of the Nunavut-
based tourism industry requires a coordinated, strategic
approach to development.

Third, the strategy is based on partnerships.
The strategic objectives of Tunngasaiji are:

e Arenewed Travel and Tourism Act, and
implementation of associated regulations and
policies;

* Aframework for the collection of statistical data on
Nunavut’s tourism sector;

* Astructure to promote enhanced coordination and
communication among all tourism stakeholders,
operators and communities;

* Implementation of the strategy through coordinated
investment from key territorial and federal agencies
over the life of the strategy;

* Development and enhancement of attractions,
products and services;

* Increased Inuit participation and benefits in the
development of the tourism sector in Nunavut, as
required under the Nunavut Land Claims Agreement
and associated Inuit Impact and Benefit Agreements;

* Tourism skills development, education and training
programs offered in Nunavut;

* Business development and support targeted to take
advantage of tourism opportunities;

* Aframework for the active engagement of
communities in planning and development local
tourism opportunities.

ran aground 55 nautical miles from Kugluktuk in 2010. For
the 2013 cruising season, 21 ships are expected.

Cruisers to Nunavut are surprisingly stingy, spending 23 per
cent ($1,631) of their travel budget on items other than
transportation, preferring instead to participate in activities
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and excursions organised by the cruise ship company. The
cruise ship industry is still very new for Nunavut and will
need greater regulation and oversight should it grow any
larger.

The number of international travellers, representing the
other g per cent of all visitors, is in decline. Visitors from the
United States represented 13 per cent of the market in 2006
and now represent less than 5 per cent. This is, in part, the
result of dramatic declines in sport hunting that was effect-
ed by the increased value of the Canadian dollar against the
U.S. currency, then by the recession, and most recently by
new restrictions on the importation of polar bear skins (see
Table 5-3).

Table 5-3

Declining Numbers and Revenues for Sport Hunting and
Fishing in Nunavut

Hunting & Fishing # of Participants (3)

2006-07 2010-11 Decline in Revenue

Polar Bear 135 24* $3,300,000
Sport Fishing - - $2,300,000°
Musk-0x 166 119 $470,000
Caribou 216 157 $177,000

Source: Nunavut Tourism Partner Organisations, Tunngasaiji.

Notes: * figure from 2009-10. ¥ Decline from 2005 to 2010.

Statistically, Nunavut’s tourism-related industries account
for 3.2 per cent of the territory’s Gross Domestic Product,
equal to $41.6 million. Growth has been slow, but accommo-
dation and outfitting businesses have grown to employ in
excess of 1,250 Nunavummiut (Nunavut Tourism Partner
Organisations 2013). This is more local people than currently
work in mining and construction combined.

It is understood that the wages earned in tourism-related
jobs are less than in these other sectors, but this would be
too narrow a view in understanding the role of tourism in
Nunavut’s economy. As a potential job, tourism offers Nu-
navummiut a productive alternative to office work, mining,
or construction along with the opportunity to work in one’s
home community. While training can be an important factor
in the success of a tourism business, a university degree is
not a prerequisite. And while only a handful of Nunavut’s
tourism operators are able to make their business a full-
time, 12-month-a-year occupation, the seasonal nature of
Nunavut’s tourism industry can be an attractive option for
Inuit wanting to pursue traditional activities in the non-wage
economy.

2013 NUNAVUT ECONOMIC OUTLOOK

With that said, there remain many challenges for tourism in
Nunavut. There is no getting around the fact that Nunavut is
an expensive destination. The price of airfare means Nu-
navut is competing with luxury tourism options around the
world.® The 2011 Nunavut Tourism Exit Survey found that 51
per cent of travellers trip cost was on airfare.

The cost of accommodation is equally high. Travellers spend
approximately 17 per cent of their travel budget on hotels
and bed and breakfasts. There has been some investment in
new hotels and in renovations over the past few years im-
proving the overall quality of accommodations, however, in
many communities, hotel rooms remain below what travel-
lers are accustomed to in southern Canada.

The need for more and better quality products and services
extends to all aspects of Nunavut’s tourism sector. A greater
appreciation for operating standards would help in this re-
gard. Unlicensed operators undermine legitimate businesses
putting travellers and the industry at risk. More training and
education is needed throughout the industry.

The much maligned community and economic infrastructure
throughout Nunavut affects the tourism industry as well.
This includes infrastructure with direct links to the tourism
sector such as multipurpose structures for the display of
visual and performance arts, culture, and/or history but also
municipal infrastructure such as safe, clean streets, side
walks or walking paths, and marine facilities.

For operators, making a living from the tourism industry is a
real challenge. Nunavut is a high cost environment that ne-
cessitates charging a high price for services—something
that can limit what is already a very small market. It was
noted earlier that the seasonal nature of the industry can be
appealing for some operators, but it also means fewer op-
portunities for revenue with the cost of inputs needed to
generate that revenue—a boat, licencing, training—
remaining the same whether it is used for two or twelve
months a year. For those operators trying to grow their
business, finding quality staff can be difficult, especially in
communities that are experiencing growth in resource de-
velopment. One result of these many challenges is incon-
sistent operation of tourism businesses that can weaken the
validity of marketing campaigns and risks having disappoint-
ed customers.

® It is noted that Nunavut Tourism has brokered a deal with air carriers to
provide deep discounts to travellers who have purchased a vacation package
with a Nunavut Tourism member. These discounts all but eliminate the cost
differential between flights to Nunavut versus other North American destina-
tions.
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5.6.2 Tourism Outlook

5.6.2.1 Business Travellers

The business traveller is an important market segment in
Nunavut’s future tourism industry. As already noted, it is the
largest segment at 57 per cent of all visitors and continues
to grow. Nunavut’s strategy will be to entice these tourists
to spend a little more time and a little more money before
they leave by improving the quality and diversity of non-
travel tourism products and services that could fit easily into
these tourists’ schedules.

Nunavut Tourism will also continue to market the territory
as a destination for meeting and conferences. This is an ex-
tremely lucrative market segment that can increase the
number of business travellers significantly. Improving the
quality and diversity of non-travel tourism products and ser-
vices, including accommodations and meeting space, will be
a necessary condition for this campaign to be successful.

5.6.2.2 Leisure Travellers

Unlike business travellers, leisure travellers are visiting
Nunavut for the sole purpose of experiencing what the terri-
tory has to offer. Nunavut must compete with the entire
world for their attention. Tourism attractions, products, and
services are of the utmost importance.

Nunavut’s tourism partners want to increase the percentage
of leisure travellers to 28 per cent of all travellers and to in-
crease their non-travel related expenditures to 55 per cent
of their travel budget.

A critical piece of the new tourism strategy aimed at reach-
ing these targets is identifying and developing new attrac-
tions. This might include investments in such things as the
proposed Nunavut Heritage Centre in Igaluit, visitor centres
in Qikigtarjuaq, Gjoa Haven or Cape Dorset, and expanding
national and territorial parks including the Lancaster Sound
National Marine Park.

5.6.2.3 Cruise Ships

The potential for a larger cruise ship industry in Nunavut
does exist. Longer seasons and reduced sea ice have com-
bined with growing interest amongst tourists to sail through
the Northwest Passage. It is thought that the number of
registered cruise ships sailing to Nunavut each year will av-
erage 25 over the next several years. This number does not
include private yachts and ocean-based adventurers that
have been showing up in increasing numbers over the past
two or three years.

9,

¢
)

F‘

On the surface, cruising would appear to be a great oppor-
tunity for community-based tourism operators and the
Nunavut economy in general. But this view likely comes in
part because people associate the cruise industry with what
they see in the Caribbean. Here, cruise ships are small and
there are no harbour facilities for docking. Many of the activ-
ities for guests involve nature viewing and are done while at
sea. When they come ashore, guests can be disruptive and
spend very little money.

The quantity and quality of Nunavut’s tourism products
and services varies from one community to the next. If
Nunavut is to succeed as a destination of choice among
travellers, its attractions, services and products must
meet or exceed the standards of domestic and interna-
tional competitors, while retaining the qualities that
make Nunavut a unique destination, including Inuit cul-
ture and Arctic land (Nunavut Tourism Partner
Organisations 2013).

Not all visits by cruise ships are unwanted and some compa-
nies do work with tourism operators to coordinate activities
and encourage their guests to participate in what the com-
munity can offer. Similar to other segments of the market,
for Nunavut to realise the potential the cruise ship industry
represents, it needs better and more infrastructure, more
product development, and improved communications and
coordination between the cruise ships and the communities.
It also needs community interest. Preparation of a strategic
cruise ship management plan is an action item included in
the Nunavut tourism strategy.

5.7 CONSTRUCTION

5.7.1 Current Conditions

Construction is a big part of Nunavut’s economy. Over the
past several years, its contribution to GDP has been second
only to public administration (see Table 5-4). During the
summer months and in years when major projects are un-
derway (which, lately, is most years) there can be over a
thousand people working in construction throughout Nu-
navut.

A vibrant construction industry depends on a steady inflow
of capital investments. For most of Nunavut’s history the
majority of these investments came from government. Be-
ginning in 2007, the private sector’s contribution has grown
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Table 5-4

Top Five Sectors by GDP, Rank, 2009 to 2012

First Public Admin Public Admin Public Admin  Public Admin

Second Construction Construction Construction

Third Construction
Fourth Health Health Mining Mining
Fifth Utilities Mining Health Health

Source: Statistics Canada CANSIM Table #379-0030

and is now by far the largest contributor to Nunavut’s con-
struction activity (see Figure 5-11).

In a typical year, the Government of Nunavut is responsible
for the construction of at least 50 per cent of all homes, a lot
of the new office space, and almost 100 per cent of all mu-
nicipal infrastructure. This produces a constant workload for
the industry that is distributed throughout the territory cre-
ating employment opportunities for local labour every-
where.

The mining industry, on the other hand, spends much more
money—proposing projects costing $1 billion or more—and
employs far more people—500 to 1,000 at a time. But the
site preparation, roads, camps, and marine facilities that are
built are concentrated around a single location and the mas-
sive workforce requirement exceeds what the local or re-
gional labour pool can provide.

There are a number of challenges for the construction indus-
Figure 5-11
H Total Mining

o n
E E
Source: Statistics Canada, CANSIM #029-0005.

Note: Mining expenditures for 2011 are suppressed by Statistics Canada to
meet confidentiality requirements.
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try related to the need for local skilled workers, the logistical
difficulties associated with importing materials, the short
building season, and the need for more locally-owned small
and medium-sized companies.

In a typical year, Nunavummiut fill less than half of all con-
struction jobs, and in years where construction activities
include a major project such as the building of a mine, the
percentage drops even further. For example, close to 80 per
cent of the construction crew building the Meadowbank
Gold Mine were non-residents.

The challenges with transportation and the short building
season can result in delays when trying to respond to imme-
diate opportunities. This is clearly evident in mining, where
high prices make some deposits very lucrative, but the
property owner must first build a port and road into the site.
The time needed for that can be enough that the opportuni-
ty to attract investors is missed.

The issues of human capabilities, labour force participation,
labour mobility, and a growth in job creation that far ex-
ceeds the number of Nunavummiut in the labour market are
discussed in greater depth in Chapter 6.

5.7.2 Construction Outlook

With the industry so dependent on mining and government
for its sustainability, it is best to look at the spending inten-
tions of these sectors to gauge what will happen in con-
struction in the years to come.

5.7.2.1 Mining-related Construction

The uncertainty within Nunavut’s mining industry was dis-
cussed earlier. One could devise a reasonable scenario in
which five or six developments proceed in the next five to
ten years. Mary River, Meliadine, Kiggavik, 1zok Corridor,
Back River, Hackett River, and Hope Bay are all properties
that, under the right market conditions, regulatory environ-
ment, and public support could be developed. This list rep-
resents more than $10 billion of capital spending. Needless
to say, in this scenario, Nunavut’s construction industry and
all associated support services would be under immense
pressure. There would be thousands of construction-related
jobs, a rapid expansion of locally owned operators, and mil-
lions of dollars invested in Nunavut-based machinery and
equipment.

The challenge in dealing with the uncertainty associated
with these projects isn’t just in deciding when these projects
will be developed, but also whether any of the projects will
be developed at all. The uncertainty leaves the construction
industry in a state of limbo, unable to hire or train an ade-
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quate number of staff, invest in and mobilise equipment, or
expand shop and warehouse capacity. Investing too early
canresult in bankruptcy if a project is delayed for a year or
two; investing too late can mean missing the opportunity
when it arrives.

Even with this uncertainty, there are some reasonable pre-
dictions that can be made. The construction of Mary River is
now underway. It is expected to cost in excess of $700 mil-
lion spread over two years and divided between the pur-
chase of building materials, mining and construction
equipment and machinery, consumables such as fuel, trans-
portation, and labour. Historically, for large engineering pro-
jects like this, approximately 35 per cent of the total
expenditure ends up in Nunavut’s GDP, with 22 per cent di-
rected towards labour (Statistics Canada 2013).

Meliadine in also a very strong candidate for development,
but the recent cutbacks on exploration will mean a revised
schedule. AEM does not expect the mine to be operational
until 2018 at the earliest, which would imply a 2015 construc-
tion start date. Any recovery in gold prices will solidify this
prediction, but if prices remain soft, the development could
be pushed back further.

The construction costs will be revised prior to the start of
development, but we can expect the final price tag to be in
the range of $1 billion to $1.3 billion. The project will create
approximately 1,500 direct jobs each year on average over
the three-year period, but during peak times in years two
and three, direct employment is predicted to reach 1,700.

From these jobs, 30 per cent are considered semi-skilled or
manual positions, 55 per cent are considered skilled posi-
tions, and the remaining jobs are professional or manage-
ment positions. Agnico-Eagle Mines has predicted that 200
Inuit will find direct employment at the mine site during the
construction phase, with 50 classified as skilled positions
(Agnico-Eagle Mines 2012).

Predictions beyond these two projects, Mary River and Me-
liadine, are less certain. Development at Kiggavik is likely
four to five years away. The three inland projects in the
Kitikmeot, including Izok Corridor, Back River, and Hackett
River, all suffer from the same challenge—the lack of all-
weather transportation infrastructure to the coast and ma-
rine facilities once there. At approximately $1 million per kil-
ometre, building these roads increases their respective
capital costs by hundreds of millions of dollars, and increas-
es the footprint of the projects, which mean a longer regula-

Figure 5-12
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tory process and more engineering. It is unlikely that any of
these projects will be developed prior to 2015.

There is insufficient information from TMAC Resources, the
new owners of Hope Bay, to properly assess whether that
project could be developed in the next 5 years. The company
has recently signed an agreement with Kitikmeot Inuit Asso-
ciation to extend its property leases for five years and will
continue to explore the deposits on the property.

5.7.2.2 Government-related Construction

The territorial government plans to spend $153 million on
capital projects in 2013-14 (see Figure 5-12). This is a 30 per
cent drop from the previous year, but is still equal to the
government’s 10-year average for capital spending. The de-
cline is principally due to several large projects coming to an
end.

In the coming years, the federal government will invest
about $150 million in the construction of CHARS, while the
Government of Nunavut will spend the $100 million it re-
ceived from the federal government to build more public
housing units, and will share in the $300 million cost of build-
ing a new airport in Iqaluit. The Department of National De-
fence has decided that it will go ahead with the Nanisivik
Naval Facility after scaling back the project’s scope in 2012
(Department of National Defence 2012). Latest reports sug-
gest a $116 million project that could be underway as early as
2014.
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Canadian High Arctic Research Station (CHARS) will be a
year-round multi-disciplinary facility. Its research priori-
ties will be aligned with the following themes
(Government of Canada 2013):

* Resource Development

* Exercising Sovereignty

* Environmental Stewardship and Climate Change
* Strong and Healthy Communities

Approximately $150 million will be spent over six years
building and equipping the facility. Another $46 million
will be spent over that time period for the CHARS Sci-
ence and Technology research program. Beginning in
2018-19, the fully operational station will have 60 to 70
staff and an annual budget of $26.5 million (Government
of Canada 2013).

The Iqaluit International Airport Improvement Project
includes a new airport building; expanded aprons for
planes to park; new lighting systems; an upgraded run-
way; and a new combined services building that will
house the fire-fighting vehicles, support equipment and
the heavy equipment that maintain the runways (Public-
Private Partnerships Canada 2012).

The federal government has committed $73 million to
the project, with the remaining costs to be shared be-
tween the Government of Nunavut and the consortium
selected to design, finance, build, and operate the air-
port for 30 years.

The full extent of this project’s contribution to the econ-
omy and construction industry will be known when the
detailed design and construction plans are developed. As
a starting point, we can assume a similar impact to what
is generated by mining developments, though non-
residential construction tends to have a slightly higher
GDP to Gross Output ratio (meaning a slightly larger
share of the overall expenditure ends up in Nunavut).

Analysis of the airport project must consider how it will
fit in with the Mary River Project when thinking about
labour force participation rates and available resources.
For example, work on the airport project will allow
Igaluit-based labour to live at home and work a regular
shift rather than living in a camp for 2 weeks at a time.
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5.8 ARTS SECTOR AND CULTURAL INDUSTRIES

5.8.1 Current Conditions

The arts sector and cultural industries are vital to the Nu-
navut economy and the preservation of Inuit culture and
heritage. As an economic activity, it is very difficult to quan-
tify. Many of the sales in this sector, especially those of carv-
ings, jewellery, and prints, take place in the informal
economy (sometimes referred to as the ‘underground’
economy because the transactions are not recorded and
therefore avoid taxation). A study conducted for the De-
partment of Economic Development and Transportation in
Nunavut estimated that artists contribute the equivalent of
$22.9 million to the territory’s GDP (Nordicity 2010). This fig-
ure hides the role of arts sales as a supplement to other in-
come Inuit receive through work or social assistance.

Analysis of Nunavut’s arts sector is typically focussed on
traditional Inuit carvers, singers, and print makers, but there
is increasing growth in other areas. The Nunavut Arts and
Crafts Association has reported a growing interest amongst
art buyers in Inuit artists who are exploring modern themes
and new mediums and this is being picked up by some of
Nunavut’s master artists who are producing more art pieces
based on non-Inuit themes.

In Toronto, an Inuit master artist completed a painting at
an exhibition that immediately sold for $20,000—the
painting was of a tractor. Another Inuit artist was recent-
ly commissioned by an international art collector to pro-
duce a painting of an elephant. These are special cases,
but are a good illustration of the trend toward contem-
porary art forms and non-traditional imagines.

Nunavut has seen steady growth in its film industry over the
past decade, beginning with the international success of
Atanarjuat in 2001. The film commission has expanded its
role to become a film development corporation and is ac-
tively working to expand the film industry in Nunavut (NEDS
Roundtable 2013). While the overall contribution to
Nunavut’s GDP is small, the film industry employs many local
people on a part time and seasonal basis. On a per capita
basis, Nunavut has approximately 10 times the domestic
production spending of any other Canadian or international
circumpolar jurisdiction (Nordicity 2009). The film industry
currently contributes about $9.2 million to the Nunavut
economy.
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5.8.2 Arts Sector Outlook

With the Nunavut economy poised for expansion in mining,
construction, and fishing, it is likely that the arts sector will
lose potential artists who are attracted to the paid employ-
ment. This will effectively lower the overall output of art and
lower its contribution to GDP (whether recorded or not).
However, this could ultimately prove to be a benefit for the
remaining artists if it results in a drop in supply of lower
quality work, coinciding with improvement in the quality of
art that is being produced.

The growing economy also increases the market size for
existing artists, including an increased number of
Nunavummiut with enough income to consider the purchase
of art and a greater number of business travellers (that in-
cludes more job tourists who might purchase art as a gift or
for their family).

A challenge for the arts sector remains infrastructure. There
are insufficient venues throughout Nunavut for artists to
produce and display their products and interact with pro-
spective buyers. There has been no progress in making the
much talked about Heritage Centre for Iqgaluit a reality. In
the meantime, many young and emerging artists wanting
studio space in order to turn their skills into a small business
struggle to move out of their home because of the cost of
rent and utilities.

An arts centre is being built in Kugluktuk. It was financed
in part by contributions by the Government of Nunavut
and the Canadian Northern Economic Development
Agency, but was only made possible when BHP Billiton,
the former owners of Ekati Diamond Mine, stepped for-
ward with a major contribution. That mine has an Impact
Benefit Agreement with the community. This linkage
between industry and non-profit organisations is becom-
ing increasingly important, with more traditional bene-
factors such as the GN and Government of Canada
playing a smaller role. The centre will include retail space,
rooms for artists to work, as well as boardrooms and
offices.

The arts sector strategy, the Sanaugait Strategy, was created
in 2006. It is to undergo a review in the upcoming year with
plans to expand its scope to include a greater number of
traditional and contemporary art, including performance art,
graphic design, and culinary art. The Nunavut Arts and Crafts
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Association has identified a number of additional areas it
would like to emphasise in the strategy. They include:

* Definitions for various categories of artists ranging from
emerging to master artist;

* Strategies to link the arts sector and cultural industries
in Nunavut to other economic sectors and into other
sector’s plans;

* Continued use of the igloo tag for arts and crafts,
incorporated into the Nunavut brand; and

¢ Shifting export focus to high and elite markets.
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6 WHERE WE STAND TODAY, AN INVESTIGATION INTO NUNAVUT’S
DEVELOPMENT

Key Highlights

Nunavut’s development can be measured according to the progress in financial wellbeing, human capabili-
ties, social inclusion, and sustainability.

Employment and average personal income have been rising for the past five years alongside the growing
economy. The result is greater financial wellbeing for many Nunavummiut. There are more middle-class and
wealthy Nunavummiut than ever before.

Unfortunately, not all are experiencing such gains. Financial poverty is a huge challenge throughout Nunavut,
and there is evidence suggesting that the situation is worsening.

One piece of evidence of this is a widening income gap. Income inequality is being studied as an indicator of
numerous challenges facing a region’s development, including health and social problems, criminal activity,
abuse, education, and economic growth.

The group of Nunavummiut that suffer from a deprivation of income are often unable to participate in the
economy because of an absence of relevant education, have mobility constraints, or suffer from a form of
welfare trap.

The performance of Nunavummiut in areas of health and education continue to lag far behind other
Canadian jurisdictions, and in some areas, lag behind most OECD countries. The poor outcomes in education
are particularly harmful given their importance in participating in Nunavut’s wage economy, which is becom-
ing increasingly dependent on a highly skilled workforce.

Housing is a constant challenge for Nunavut and has been described as reaching a state of crisis. There is a
high and growing dependency on social housing and there are numerous gaps in the housing continuum that
prevent upward movement out of social housing. At the root of this crisis is the fact that too many Nu-
navummiut cannot afford their own shelter.

The widening income inequality is affecting the social fabric of Nunavut communities. There is evidence that
exclusion is a growing problem. More effort is needed to understand how the tremendous economic poten-
tial that exists in Nunavut can become a catalyst for creating a more open, tolerant, and inclusive society.

Sustainability, as it relates to traditional Inuit pursuits, is under some threat. Diminishing stocks of wildlife
(reduced supply), increased harvesting pressures (increased demand), and higher input costs (increased cost
of production) are contributing to a smaller non-wage economy. The implications are far reaching should
these trends continue. More work on the economics of subsistence in Nunavut is needed in order to under-
stand how public policy might help the management and preservation of this segment of the economy.

Nunavut’s economic growth is bringing more jobs, more money, and recently, more people to Nunavut.
Strong systems of community support are needed to ensure Nunavummiut will benefit from this growth.



TURNING GROWTH INTO PROSPERITY

6.1 FINANCIAL WELLBEING

Having choices is an important aspect of anyone’s quality of
life and is closely associated with the ability to participate in
and benefit from a growing economy. In countries with
longstanding impediments to economic growth, it is com-
mon to find people have little or no choices in their lives, and
in that sense, they have no freedom.

An important output from a growing and vibrant economy is
the money it generates, which, in the hands of the local
population can afford them the opportunity to improve their
standard of living, buy more and better quality foods, pur-
chase additional education for themselves or their children,
improve their housing situation, participate in organised
physical activity, work less (more leisure time), or take a va-
cation. Greater financial security can also increase one’s con-
fidence to speak out politically or to leave an abusive
relationship. When the money earned grows beyond pre-
sent day needs, people have the option to save for the fu-
ture, which is essentially an act of deferring today’s choices
for more choices tomorrow.

The absence of financial resources can have a negative im-
pact in all the areas just listed, but also increases the likeli-
hood of falling into a welfare trap by raising one’s aversion
to risk. Financial poverty can make every financial decision
more difficult and can add stress to a family, which has its

own implications for wellbeing.

Increased rates of financial poverty can negatively influence
trust in a way that affects relationships at many levels. This
is especially the case where financial resources are accumu-
lating inside a small segment of the population. Income ine-
quality and economic differentiation® can divide a society if
the gaps grow too large. People without financial resources
and without any means to acquire them are often without
influence in the community. This marginalisation further ex-
acerbates gaps in social cohesion and trust. In extreme cas-
es, the segment of a population that is without any
resources might ultimately take actions against economic
growth as a means to gain power.

The choices we have and the quality of choices we make are
clearly influenced by human capabilities, social inclusion, and
sustainability in addition to financial wellbeing. In that sense,
the level and extent of a society’s freedom is predicated
upon all four aspects of quality of life and it is not always
clear which is the cause and which is the effect. This is very

° Defined as the divide between those active in an economy benefiting from
its growth and promoting additional growth, and those unable to integrate
into it through some form of exclusion or marginalisation.
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much in keeping with the modern definition of development
as being freedom; that is, having the financial, physical,
mental, social, and political means to live a life fulfilled (Sen

1999).

6.1.1 Measuring Financial Wellbeing

How is financial wellbeing measured? It is a relatively easy
thing to do. Measuring labour income is a part of the more
traditional approach to evaluating an economy. There is no
mystery that income levels improve through greater partici-
pation in the workforce and expands during times of strong
economic growth. Thus, the freedom associated with finan-
cial wellbeing can be measured using labour market statis-
tics, changes in income levels, income distribution,
consumer expenditure patterns, and the existence of sav-
ings.

Questions arise when participation rates are low, income
levels are inadequate, there is an absence of savings, and
people cannot afford the goods and services needed for
even the most basic life. If the economy is performing poorly
or there are no jobs available, then a ‘traditional’ economic
analysis would have its answer—it’s the economy’s fault—
and look no further. But what if the inadequate financial
wellbeing appears at a time when the economy is vibrant
and creating jobs, as is the case in Nunavut? What then? To-
tal and average personal income does not tell us what’s go-
ing wrong.

A detailed review of the personal financial data of
Nunavummiut reveals this scenario exactly (Impact
Economics 2012). Unemployment is high, incomes are low,
and, as a result, many families are suffering from financial
poverty, unable to afford the basics of life by their own
means. It might be that these results stem from regional
economic disparities; that the poor financial wellbeing of
Nunavummiut is really only found in communities that are
not growing economically, and that for regions where the
economy is growing, financial wellbeing is greatly improved.
This should be investigated in addition to the broader as-
sessment of financial wellbeing. Otherwise, the failed rela-
tionship between economic growth and financial wellbeing
suggests a system in Nunavut that isn’t properly aligned to
achieve this particular development outcome (greater finan-
cial wellbeing).

Before reaching this conclusion, though, a detailed analysis
of the labour market and income levels is needed.
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6.1.2 Labour Market

At the root of personal and family financial wellbeing are the
wages and salaries earned through employment. Wages and
salaries are the greatest benefit that an economy provides.

The assessment of Nunavut’s economic conditions and op-
portunities presented in Chapter 5 has shown the territory
has tremendous potential for job creation. The mining sec-
tor alone could need thousands of ready, willing, and able
workers in the coming decade. Even today, without account-
ing for new resource developments or other potential large-
scale opportunities, there are enough jobs to employ many
if not most unemployed Nunavummiut.

This last statement will be eye raising for some, but is easily
proved by counting the number of job tourists™ working in
Nunavut at any given time. Agnico-Eagle Mines alone is im-
porting approximately 525 job tourists in order to operate its
Meadowbank Mine and imported more than 1,000 labourers
during the mine’s construction. Outside mine development,
it is estimated that half of Nunavut’s construction workers
reside elsewhere. Add in the imported doctors, nurses, en-
gineers, accountants, and fishers, and those working at the
many mineral exploration sites across Nunavut, and the
number of job tourists grows even larger.

The amount of labour income earned in Nunavut but
paid to non-residents grew sharply in the past few years.
From $121 million in 2007, job tourists earned $291 million
in 2012.

On the surface and without any knowledge of Nunavut’s
labour force, it makes no sense that across the territory
there are thousands of registered unemployed people and
thousands more if the definition was expanded to include
those who want a job but who have given up looking for one
(see Figure 6-1) (Statistics Canada 2012).

Why are so many Nunavummiut unemployed given the
number of jobs in Nunavut? And, why is the creation of new
jobs not having a greater impact on reducing unemploy-
ment?

The answer can be found in the human capacity, social inclu-
sion, and sustainability of Nunavut as well as in understand-
ing the nature of the region’s economic growth and its

YA job tourist is an individual who travels to a region for the purpose of work,
but does not reside in that region. This is different than a transient worker,
who physically moves to a region, works for a short period of time, and then
moves away. In this latter case, the region benefits from that person’s con-
sumer spending and their contribution to government tax revenues.
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Source: Statistics Canada, CANSIM Table 282-0055.

Note: Statistics Canada classifies someone as unemployed if they are
without work, had actively looked for work in the past four weeks, and
were available for work. Data for 2013 represent January to November.

Figure 6-1
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labour market. Many of the jobs being filled by non-
residents are technical in nature or require a professional
designation. Few unemployed Nunavummiut qualify for
such jobs. And this is precisely the point. Nunavut is not
short on unemployed people; it’s short on qualified unem-
ployed people. In other words, the answer to these ques-
tions lies in understanding the current state of development
as much as it does the current state of the economy.

More than any other measurement, indicators of financial
wellbeing provide insight into the state of development in
other areas. That is, a society’s financial wellbeing can be
viewed as the result of the development efforts in human
capabilities, social inclusion, and sustainability.

Human

Capabilities Social Inclusion

How these other areas of development contribute to the
current state of employment is described later. This chapter
starts the investigation with a closer look at the labour mar-
ket itself and discovers that, aside from the development
issues, much of the unemployment in Nunavut is structural
in nature, that too many Inuit are disengaged from the
workforce, that there is a welfare trap problem, and that
this is all contributing to low employment rates, similarly low
income levels, and widespread poverty.

38 I IMPACT ECONOMICS



TURNING GROWTH INTO PROSPERITY

Development is a process of adaptation, innovation, and
evolution that moves society toward a high and sustain-
able quality of life—it allows people to live a life fulfilled
and to be happier. The number of unemployed Nu-
navummiut reveals some clues to the nature of this pro-
cess in Nunavut. Clearly, there are elements in the way
the system attempts to move people into productive
roles in the economy that aren’t working.

6.1.2.1 Employment Benchmarks

Table 6-1 presents macro-level l[abour force statistics for the
last five years. Full-time employment has made strong gains
in 2013, with 700 new jobs being added to the economy. The
unemployment rate is still very high at 13.6 per cent, but
even this benchmark is moving in the right direction, down
from 15 per cent in 2012. Also notable is the increased em-
ployment rate. This is a measure of the percentage of peo-
ple employed from the entire working age population. This
rate hadn’t moved much in three consecutive years, but
grew by one and a half percentage points in 2013.

Table 6-2 contains data for employment by industry. These
figures confirm which sectors of the economy were respon-
sible for the job growth. The increase in 2010 was largely the
result of increases in the primary industries (including fishing
and mining) and retail and wholesale trade. This aligns with
reports from Agnico-Eagle Mines indicating 241 Inuit were
working at Meadowbank by the latter half of that year. By
2011, increased exploration activities at Hope Bay, Hackett

River, Back River, Izok Corridor, and Mary River further add-
ed to employment in mining. And, by 2012, the transporta-
tion and warehousing requirements of the mining sector
brought increased employment to that sector. The public
sector also added 225 jobs that year, after dropping over 100
one year earlier.

The annual data shown in Tables 6-1 and 6-2 can hide im-
portant information. As a demonstration, Figure 6-2 contains
monthly data on full-time employment. It shows a relatively
steady growth in jobs since the recession in the latter half of
2008 and early 2009. The additional growth over the sum-
mer months of 2013 is the result of increased full-time sea-
sonal work related to the mining and construction sectors.

These data give a general overview of the labour market. It
appears that the labour market is improving but also that it
is starting from a very low point, with high unemployment
and low participation.

The results from the 2011 National Household Survey (NHS)
show the extent to which Iqaluit, Rankin Inlet, and
Cambridge Bay influence Nunavut’s labour market data.
Those three centres had employment rates well above the
territorial average, which was a rather dismal 52 per cent
according to the NHS, while all but one other community
was below that average (see Figure 6-3). For Sanikiluaqg, Hall
Beach, Kugaaruk, Taloyoak, Repulse Bay, Gjoa Haven, and
Arctic Bay, employment rates were below 40 per cent,
meaning only 4 out of every 10 men and women of working
age actually had a job.

Table 6-1
2008 2009 2010 2011 2012 2013*
Total population aged 15 and over 19,600 20,200 20,900 21,100 21,100 21,600
Labour force 12,400 12,400 13,700 14,100 13,900 14,400
Employment 10,900 10,800 11,700 11,800 11,800 12,400
Full-Time 9,600 9,600 10,200 10,200 10,200 10,900
Part-Time 1,300 1,200 1,500 1,500 1,600 1,600
Unemployment 1,500 1,600 2,100 2,300 2,100 2,000
Not in the labour force 7,300 7,800 7,200 7,000 7,200 7,300
Participation rate (%) 62.9 61.2 65.5 66.8 65.7 66.4
Employment rate (%) 55.5 53.5 55.7 55.8 55.9 57.4
Unemployment rate (%) 12.3 12.6 15.0 16.5 15.0 13.6

Source: Statistics Canada, CANSIM 282-0100

Note: * 2013 data represents information up to and including November
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Table 6-2
Employment by Industry, 2008 to 2012 (Nunavut's 19 Largest Communities*)

2008 2009 2010 2011 2012
Total Employment 10,860 10,775 11,575 1,767 11,792
Fishing, Hunting, Trapping, Mining 320 67 383 425 475
Construction 610 575 692 717 650
Retail and Wholesale Trade 1,260 1,267 1,583 1,800 1,775
Transportation and Warehousing 570 608 600 667 833
Accommodation and Food Services 340 325 292 283 333
Public Administration, Health, and Education 5,680 5,683 5,600 5,483 5,708
Other Industries 1,980 1,950 2,258 2,342 1,958
Source: Statistics Canada, Labour Force Survey, Prepared by Nunavut Bureau of Statistics, February 12, 2013
Note: *Nunavut’s 19 largest communities: Iqaluit, Rankin Inlet, Cambridge Bay, Kugluktuk, Baker Lake, Arviat, Pond Inlet, Cape Dorset, Pangnirtung, Igloolik,
Taloyoak, Gjoa Haven, Kugaaruk, Coral Harbour, Repulse Bay, Qikigtarjuaq, Arctic Bay, Hall Beach, Clyde River.

Figure 6-2
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A better demonstration of the changing labour market at
the community level can be observed through the data rep-
resenting average monthly social assistance caseloads (see
Figure 6-4). This is a particularly important indicator to
watch, especially in communities and regions affected by
resource development. The decrease shown in the Kivalliq
region is almost exclusively the result of a drop in the aver-
age number of caseloads in Baker Lake, having declined
from a peak of 239 in 2006 to 132 in 2012. This is a direct re-
sult of the approximately 150 residents working at the
Meadowbank Gold Mine.

Note, however, that the declining trend in caseloads across
the Kivallig ended in 2012. This is what should be expected in
an economy dependent on a single major project. Its start-
up brings about a one-time jump in activity followed by
years of relative stability. Eventually, the project reaches its

Figure 6-3
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Note: Igloolik, Clyde River, Chesterfield Inlet, and Pangnirtung did not
meet the minimum rate of participation in the NHS and therefore data
collected from those communities will not be published.

maximum local employment. In a fully developed labour
market, this maximum could be 90 per cent of the overall
workforce. In the Northwest Territories, the diamond mines
have “maxed out” the local Aboriginal and non-Aboriginal
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Figure 6-4
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workforce at about 60 per cent. In the Kivallig, this point has
been reached at about 30 per cent. Why the difference?

A mine, like any other industrial project, will require many
hundreds of employees. But the skill set needed for each
position differs greatly from one job to the next. Approxi-
mately 125 jobs at the Meadowbank Gold Mine require no
more than a basic education and skill set. Nunavummiut fill
almost every one of these positions. Over half the jobs re-
quire a specific skill, a professional designation, or a universi-
ty degree. Nunavummiut fill about 30 of these positions.

This is how it will be at Mary River and at any other mining
project in Nunavut until this fundamental labour force chal-
lenge is addressed. So, while talk of thousands of new jobs
in the mining sector raises great expectations in

Nunavut, it also exposes structural challenges within the
workforce, as well as highlighting the number of disengaged
potential labour, and the families caught in a kind of welfare
trap.

The 2011 Canadian Census and the National Household
Survey provide valuable information on Nunavut’s finan-
cial wellbeing. However, the information depicts life at a
discreet point in time, specifically, May 2010. This makes
it three years out of date and therefore is best used as a
tool for comparison, rather than a measure of current
conditions.

6.1.3 Characteristics of Nunavut’s Unemployed

Labour
6.1.3.1  Frictional Unemployment
A portion of Nunavummiut who are not working are fric-
tionally unemployed; that is, they are moving between jobs
or are new workers entering the labour market and have not
yet found a job. This form of unemployment is always pre-
sent in an economy where labour is free to move. Any esti-
mate of full employment must acknowledge the presence of
these people.

There isn’t a recognised or accepted estimate of frictional
unemployment in Nunavut. Lowering this rate is not typical-
ly a subject for public policy or a concern in general. It is not-
ed here in order to clarify the different characteristics of
unemployed people. All other forms of unemployment are
issues of public policy.

6.1.3.2 Structural Unemployment

Structural unemployment exists when a discrepancy ap-
pears between the number of people unemployed and
number of available jobs; that is, the number of job openings
is equal to or greater than the number of unemployed peo-
ple, but due to a mismatch of skills or an issue of location
(unemployed people are not living where the jobs are and
are unwilling or unable to relocate), these people remain
unemployed. This discrepancy can occur when an economy
has undergone a fundamental change in the composition of
its overall production with the new economy needing a dif-
ferent set of skills and education from its workforce.

The term structural unemployment is best suited for situa-
tions where jobs have been removed from a community and
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the employees who have lost their jobs are unable or unwill-
ing to retrain or relocate. Structural unemployment is com-
mon in communities that have lost their manufacturing

base, putting a lot of plant workers out of work who are not
trained for other jobs.

This definition might not seem to be a good fit for every
community across Nunavut where the jobs didn’t exist pre-
viously. But if the definition is widened to include the non-
wage economy and a time when all Inuit were “fully em-
ployed’ in the pursuit of subsistence, then the new modern-
day wage economy has certainly created structural unem-
ployment. There is a clear mismatch in skills between the
supply of Inuit labour with skills that are highly valued in the
non-wage economy and a demand for labour with skills in
literacy, numeracy, and modern technology.

This gap is clearly evident when looking at the education
levels of employed Nunavummiut (see Figure 6-5). For young
people under the age of 25 who have not graduated from
high school, the chance of being employed is less than 30
per cent. A high school education improves employment
rates to 50-70 per cent. Adding some form of post second-
ary education improves employability further to 70-80 per
cent. A university degree all but ensures employment, with
employment rates in the range of 90-95 per cent.

Figure 6-5
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For the majority of jobs being created in today’s economy,
additional skills and training or a professional designation is
required. This is as true for Nunavut as it is anywhere in
|Canada. Education attainment is clearly a key factor in hu-
man capabilities, but is presented here because it exposes
the structural nature of unemployment across Nunavut.
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For Nunavummiut who have the education and skills, but are
nevertheless unemployed, the challenge truly is a lack of job
creation in their community. Or is it? Relocating to a com-
munity or region where jobs are more plentiful should be an
option for such individuals and families, but can be difficult
in Nunavut. Poor labour mobility is another structural prob-
lem.

This challenge has been partially addressed in the mining
industry with the advent of fly in/fly out (FIFO) work sites.
But there are still limitations. Flights in and out of these
mines are typically limited to nearby communities. For in-
stance, Agnico-Eagle Mines will fly workers to Meadowbank
from any of the seven Kivallig communities. This broadens
the labour pool from what is available at Baker Lake to a
population of 8,500 residents. From that pool of labour,
AEM employs 225 Inuit.

The three diamond mines operating in the NWT offer travel
incentives to anyone living in any of the 33 NWT communi-
ties. This expands the reach of the employment opportuni-
ties to the entire population of 43,500. At its peak, these
three mines employed 1,600 NWT residents (850 Aboriginal
residents and 750 non-Aboriginal residents).

The point is that the FIFO approach can work to widen local
Inuit employment, but is limited by the number of communi-
ties a company will fly to. But it is also limited by other struc-
tural problems such as the mismatch in skills. Inuit already fill
all the entry-level jobs at the Meadowbank mine. Expanding
the number of pick-up points will only result in more em-
ployment if there are Nunavummiut in those other commu-
nities who qualify for jobs currently filled by non-residents.
The two issues must be addressed simultaneously.

True mobility (having the ability to move to where a job ex-
ists) is difficult for Nunavummiut because of the lack of
roads and because of a dependence on public housing. Mov-
ing is not a simple case of packing up the car and driving to
the next community. And even if it were, the vast majority of
unemployed residents of Nunavut live in public housing. To
move requires that the family gives up their current home
and apply for another in the next community. This is not a
simple transition. There is a serious shortage of public hous-
ing with thousands already on waiting lists for new units. For
those who choose to move anyway, many end up living with
extended family adding to the overcrowding of homes. This
is precisely what happened and is still happening in Baker
Lake.
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Clearly, structural unemployment is a big challenge.

* The education deficit is proving difficult to address, and
consistently poor graduation rates mean that
participation rates for skilled jobs will remain low well
into the future.

* Improving mobility requires dramatic changes to the
housing market, which has its own set of challenges.

Structural unemployment is characterised by a long tran-
sition period and high costs of matching unemployed
labour with existing jobs through education, retraining,
and relocation programs. How to transport, house, and
integrate labour from economically-depressed regions to
areas with excess labour demand and who pays are diffi-
cult but necessary questions to investigate.

6.1.3.3 Disengaged Labour

In order to participate in the labour force, an individual has
to want to be a part of it. The impact of cultural change and
the resulting social exclusion cannot be disregarded as an
impediment to bringing Nunavummiut into the wage econ-
omy. Amongst the total number of unemployed
Nunavummiut is a group of people that have somehow lost
their way in the transition over the past 50 years from a non-
wage economy that values family, community, and sharing,
and requires traditional or subsistence skills to a wage econ-
omy that values individual performance, material wealth,
and career ambition, and that brings many financial pres-
sures.

It is not easy to identify this group within a population. The-
se individuals may or may not have completed high school
and will take part-time, seasonal, or temporary jobs from
time-to-time, which makes it difficult to separate them sta-
tistically from those who legitimately want employment but
are just unable to find work and have given up looking. It is
also important to separate these people from Inuit who
have chosen a largely traditional lifestyle and do not seek
wage employment on a regular basis.

The number of disengaged or disinterested labour can rise in
situations where there are no youth employment opportuni-

Opting out of the workforce is a new phenomenon
amongst Inuit since it would not have been an option
previously. Survival in the pre-colonial economy required
everyone’s participation.

Ik

.

ties that are essential in acquiring basic workplace skills. In
its absence, years of income support can take its toll on an
individual’s ability and interest in work.

Nothing breeds unemployment faster than unemploy-
ment, and the longer unemployment lasts, the greater the
likelihood of future unemployment. Put differently, long-
term welfare dependence inhibits a transition to self-
reliance and economic self-sufficiency (Savoie 2001).

6.1.3.4 Welfare Trap"

It is difficult to identify who amongst the unemployed are
disengaged and those who have fallen into a welfare trap. It
is also possible that one leads to the other. A welfare trap is
a situation whereby elements within the social safety net
create a disincentive for people to take a paying job. Tradi-
tionally, the disincentive can be established when:

* social assistance programs are too rich - they exceed
what people can earn in the wage economyj; or,

* social assistance programs include penalties on earned
income that are too harsh - this comes in the form of
welfare payback penalties or income tax rates on low
income earners that are too high.

The concept of a welfare trap was inappropriate for
Nunavut for years because it assumes jobs are available,
giving a welfare recipient the option to work. Until recently,
there were few jobs available, especially in communities
without any resource development or a large government
presence. The lack of employment options remains a chal-
lenge for some communities, but not to the extent it once
was. For welfare recipients living in communities where jobs
are being created, the possibility of a welfare trap now ex-
ists for real.

There are several factors that can create a welfare trap that
go beyond its technical definition, but weigh heavily on a
person’s choice between work and social assistance. Take
for example an individual who receives income and housing
support. This person receives support without having to
work in the formal economy. If and when a job opportunity
appears, he or she will assess the merits of that job by eval-
uating the marginal gains it will provide; that is, the differ-
ence between what would be received from the new job
after subtracting any applicable taxes and what they cur-
rently receive through welfare. The person would factor in
the costs associated with any physical and mental effort

" The welfare trap discussion was originally presented in the Understanding
Poverty in Nunavut report.
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required to perform the new job. He or she will account for
the hours spent on the job and in transit, and any additional
expenses (real or in kind) incurred because of the job, such
as the cost of daycare, cost of commuting, or the opportuni-
ty cost of spending less time with family or having less time
to participate in traditional economic endeavours. In other
words, a full-time welfare recipient will require that a new
job pay more than what they currently receive through in-
come support. Depending on the cost-benefit evaluation of
work versus welfare and any additional aversion to risk, the
required wage may have to be substantially higher than the
‘pay’ currently received from income support to justify a
decision to leave welfare.

It should be understood that an individual’s decision to re-
main on welfare can be rational and well informed. It de-
pends not only on the level of income support and the
policies that influence it (the technical definition of a welfare
trap), but also on such things as the minimum wage, what
work the individual qualifies for, the cost of living, the finan-
cial implications of public housing, the availability of other
public sector services, and the affordability of private sector
services.

With this expanded view of the welfare trap, it is easy to
understand just how complex it is, and how many different
stakeholders must be involved in finding a solution. Consid-
ering the new Framework for Development, it is also easy to
see how the solution to the welfare trap is the same solution
needed to address structural unemployment issues, improve
workforce participation, and sort through the issues facing
public housing. In a complex system, all of the parts are un-
derstood in terms of how they work together.

Social assistance should provide individuals and families with
the appropriate financial resources to meet their basic
needs. In theory, any amount over this level creates an “in-
centive” for some recipients to remain on government sup-
port even if they are able to work. Any amount less would
result in the recipients becoming destitute without enough
money to survive. The challenge is in determining the ap-
propriate level of support.

* How are “basic needs” defined?
*  Are these basic needs the same for everyone?
* Canand should the program differentiate between
welfare recipients who are
a) caughtin awelfare trap,
b) capable of work but have become disengaged from
the wage economy,
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¢) living in a community where there is no job creation,
or

d) making a conscious choice to not participate in the
wage economy, and instead, choosing to work in
the non-wage economy?

Eliminating the welfare trap requires that the economy pro-
vide appropriate job opportunities, that minimum wage is
enough to entice people away from welfare (rather than
becoming the working poor), that social housing programs
not act as a disincentive to work, and that the community
provide an array of affordable non-profit, public, and private
sector services. In other words, eliminating the welfare trap
requires a complex system working together on a multitude
of issues that go beyond reforming the welfare system.

6.1.4 Income

The previous discussion in section 6.1.3 revealed that there
are economic opportunities in Nunavut, but that issues of
mobility, mismatched skills, social exclusion, workforce read-
iness, housing, and basic education are limiting full participa-
tion. Instead of local labour, job tourists meet the demand
for a skilled and mobile labour force. The lack of participa-
tion means potential income is lost with negative implica-
tions for personal and family income. It also increases the
need for social assistance and public housing, and contrib-
utes to higher levels of poverty.

However, past editions of the Nunavut Economic Outlook
have also pointed to a growing middle class in Nunavut, that
there are more and more graduates of high school and uni-
versity (in absolute terms), and there are many financially
successful Nunavummiut. This too can be seen in the most
recent employment data, and is showing up in the income
data as well.

Together, the families that are falling further and further
behind and those that are doing better and better are wid-
ening the gap between rich and poor. Income inequality is
increasingly being seen as an impediment to economic
growth and can interfere with efforts to reduce poverty.

6.1.4.1 Total, Average, and Median Income

The rising middle class is evident from the total and average
income data. Total personal income, defined as all wages
and salaries, transfers from government, and other sources
of income such as rent, has grown to equal the national av-
erage when taken in relative terms (see Figure 6-6).
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These improvements in average income were also reflected
in the 2011 NHS results. Average after-tax income for all in-
come earners aged 15 and older was reported as $37,249
(see Table 6-3). Not only is this well above the national aver-
age of $33,998, it is also the fourth highest in the country
after the Northwest Territories, Yukon, and Alberta. This is a
significant increase since the 2006 Census was taken when
average income was lower than the national average
(Statistics Canada 2008). It is a good indication of the higher
employment numbers and increased participation of
Nunavummiut in high paying jobs over the past five years.

One of the biggest challenges for Nunavut is in the distribu-
tion of income, both within and between communities. Av-
erage income in the territory is high. But from Figure 6-7 it is
apparent that a majority of the higher paying jobs are found
in Igaluit, where 13 per cent of the population aged 15 years
and older with recorded income made more than $100,000
after taxes in 2010 whereas fewer than 4 per cent of Nu-
navummiut living elsewhere earned incomes at this level.
Meanwhile, 48 per cent of income earners living outside
Iqaluit registered after-tax incomes below $20,000 com-
pared to 26 per cent in Iqaluit.

The 2011 NHS income data also provides an estimate of me-
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Table 6-3

Nunavut Canada
Average Income 37,249 33,998
Median Income 24,868 27,334

Source: Statistics Canada, 2011 National Household Survey, Catalogue no.

99-014-X2011040

\9@5,

O™

dian income. Median income is the income level from which
there are equal numbers of people above and below the
amount. The survey showed median after-tax income for
income earners was $24,868 in 2010. Quite the opposite of
average income, this amount represents the third lowest
median income of all provinces and territories, above New
Brunswick and Newfoundland and Labrador.

Median income is a statistic often used when studying pov-
erty. The difference between average and median income is
a measure of income inequality and wider gaps are often
associated with increased cases of poverty. This gap is wider
in Nunavut than anywhere else in the country, and by quite a
large margin (see Figure 6-8).

It is possible to imagine scenarios that produce this result
that are not instances of poverty. For example, one billion-
aire living amongst a group of middle-income residents

Figure 6-7
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Figure 6-8
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would create a mathematical result that shows all but the
one wealthy person is living with an income below the aver-
age and that the difference between the average and medi-
an income is significant. This is a case of income inequality
but not poverty.

With that said, there are numerous examples where income
inequality is correlated with high rates of poverty. This was
one of the conclusions illustrated in Understanding Poverty
in Nunavut. That report connects the high rate of depend-
ence on income and housing support programs, low em-
ployment rates, incidents of food insecurity, and income
inequality with poverty in Nunavut (Impact Economics 2012).

Income inequality is also being studied as an indicator of
numerous challenges facing a country’s development, in-
cluding health and social problems, criminal activity, abuse,
education, and economic growth (Wilkinson and Prickett
2011). Research is showing that in rich countries, a smaller
gap between rich and poor means a happier, healthier, and
more successful population (The Equality Trust 2012).

The Low Income Measure (LIM) is a relative measure of
poverty that utilizes median income statistics. The measure
sets the financial poverty threshold for families at an income
level 50 per cent below the median income. It is unlikely that
a family living with an income below that amount would be

able to afford the necessities required for the most basic
life. It is a measure that should be taken at a local level if
possible in order to account for differences in cost of living
and social norms.

As a part of the 2011 NHS, Statistics Canada has organized
family income data of all Canadians from richest to poorest
making adjustments for family characteristics. The data
were organised according to deciles (groups representing 10
per cent of the entire population). Figure 6-9 shows where
on the list Nunavut’s families are on that scale. Data for
Iqaluit is presented as a part of Nunavut and on its own to
demonstrate its unique position within the territory. Almost
5,000 Nunavummiut—16 per cent of the population—find
themselves in families positioned in the top decile amongst
other Canadians with half of these people living in Iqaluit. To
be in the top decile means these families are amongst the
richest in the country—though this measure does not make
adjustments for cost of living (to be discussed later) or the
inequality within this top decile.

The number of Nunavummiut in the bottom half exceeds
17,000 or 55 per cent of the population, with over 4,000 of
these people living in families with incomes in the bottom
decile.
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Figure 6-9
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Figure 6-10 further illustrates the uneven distribution of in-
come. Across Canada, an equal number of people are in each
grouping (10% in each). In Nunavut, it is clear that the majori-
ty of people find themselves near the top or near the bot-
tom. Again, these figures have not been adjusted for the
cost of living, which would reduce the purchasing power of
family income for all Nunavummiut.

Drilling down even further, it is possible to learn more about
the families at the top and bottom of the income scale. Fig-
ure 6-11 contains 2011 NHS data from several communities in
Nunavut showing differences in median after-tax incomes
for families consisting of two parents and at least one child.
A number of patterns emerge even from this small sample
of communities. Families in Iqaluit are smaller and financially
wealthier than those living in the other two regional centres,

Figure 6-11
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whereas families living outside these three centres are gen-
erally larger and significantly less wealthy.

6.1.4.2 Purchasing Power or “What Money Can Buy”
Income levels by themselves do not provide a complete pic-
ture of financial wellbeing. Increased freedom is derived not
from money but from what money can buy. Cost of living in
Nunavut is high, which lowers the purchasing power of in-
come when compared to lower cost regions. The distribu-
tion of income has already been highlighted, with
Nunavummiut crowding into the top and bottom income
groups. Particular attention should be given to the latter
group given that these people are at risk of or already expe-
riencing financial poverty.

Determining the purchasing power of a dollar is difficult to
the point where a precise calculation is virtually impossible.

* The calculation requires a uniform basket of goods and
services to compare with other Canadian jurisdictions
and across Nunavut’s communities.

* There s also the challenge of dealing with substitution,
which is when one item in the basket is substituted with
another.
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The case of Pond Inlet can be used to highlight Nunavut’s
challenges with economic growth and development.

Median income in that community is not the lowest in
the territory, but is nevertheless very low. The communi-
ty is also home to some of the largest families with an
average of 5.6 members per immediate family. Again,
there are communities with larger families, on average,
but Pond Inlet is amongst the leaders.

Pond Inlet recently received the much-anticipated news
that Baffinland had made the decision to develop its
Mary River Iron Project. The data from the 2011 NHS sug-
gests that Pond Inlet needs the income from this project
as much if not more than most other communities, but
its family dynamics suggest participation will be challeng-
ing for those that need it most. Consideration of other
social and economic data only adds to the complexity of
the situation.

For Pond Inlet to truly benefit from this economic
growth opportunity, it will have to establish an equally
complex system to manage and promote its develop-
ment.

* The financial contribution of the subsistence economy
must also be considered, requiring a valuation of the
inputs and outputs of harvesting and making
adjustments for nutritional content.

* The prevalence and richness of public programs is
another complicating factor. In Nunavut, close to 60 per
cent of the population lives in public housing with
another 22 per cent living in government housing
(subsidised housing for government employees). This
eliminates or at least reduces housing from a family’s
basket of goods, meaning more money is available for
the remaining items.

A better approach is to look at different pieces of infor-
mation to build an (albeit more general) understanding of
the value of money in Nunavut. The purchasing power of a
dollar is reduced by the high cost of food, energy, private
housing, transportation, and construction. Examples of the
lower purchasing power are provided below:

* Food costs can be twice as high as in urban centres in
Canada (see Table 6-4).

2013 NUNAVUT ECONOMIC OUTLOOK

Table 6-4

family of four

Reference Locations**"° Total
Ottawa $226
Winnipeg $242
Edmonton $254

Nunavut Locations
(2010)

Iqaluit $398
Other Baffin Communities®°°®™) $435
Kivallig Communities®*'® $425
Kitikmeot Communities®°°? $451

Source: Regional results from price surveys (http://www.ainc-
inac.gc.ca/nth/fon/fc/rgrs-eng.asp#bffn)

* The cost of electricity is five to ten times higher than
metropolitan centres—power costs for residential
customers can range from 55.01¢ per kWh in Igaluit to
$1.0785 per kWh in Kugaaruk (see Table 6-5) (Qulliq
Energy Corporation 2011).

Table 6-5
Nunavut’s Power Rates, non-government, effective April

2011 (select communities)

Domestic Commercial
Iqaluit 55.01¢ 45.59¢
Cambridge Bay 70.48¢ 60.68¢
Pond Inlet 84.09¢ 77-16¢
Kugaaruk 107.85¢ 95.69¢
Source: Qulliq Power Corporation; prices quoted include 5% GST

*  Water and sewage are trucked to and from homes in
most communities. This is an extremely inefficient and
costly way to provide these services. The provision of
water to public housing represents 29 per cent of the
total operating budget for these units and equals
$6,800 annually, on average.

*  The absence of roads means that residents of smaller
communities cannot travel to larger communities to
access bigger stores and more competitive prices.

* Noroads also mean the only mode of inter-community
and inter-regional transportation is by air (though boats
and snowmobiles are used).

*  The cost of construction for a 900 square-foot,
government-built, row house exceeds $350,000.
Alternatively, if you must rent an apartment in Iqaluit,
for example, one is confronted with the highest rental
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rates in the country, with a two-bedroom unit renting
for $2,265 per month, equal to $27,180 annually (Kendall
2011).

These price comparisons confirm that a dollar in Nunavut
does not equal a dollar elsewhere in Canada in terms of its
local purchasing power. However, one must account for
such things as differing food choices, clothing requirements,
entertainment options, transportation needs, family size,
tax regimes, cultural norms, and consumer habits. How con-
sumers respond to the higher prices—that is, how consum-
ers substitute goods and services as a result of the extreme
cost of certain items—must be accounted for in some way.
These factors complicate the calculations, but are important
to note because in some cases they imply a lower cost of
living for certain purchases.

Statistics Canada conducts an annual Survey of Household
Spending (Statistics Canada 2013). However, as of 2010, the
three territories are no longer included. This leaves data
from 2009 as the latest available to assess differences in
household spending between Nunavut and other Canadian
jurisdictions (see Table 6-6).

Jak
‘9‘0‘

At that time, average consumption by Nunavut households
was 20 per cent higher than the national average, with the
average spending on shelter actually below the national av-
erage. This latter result is skewed by public housing, which
represents approximately 50 per cent of Nunavut’s housing
stock, and the use of subsidised government housing by
public servants, which accounts for another 22 per cent of
the housing stock. The survey results also exclude the fact
that the cost incurred by the Nunavut Housing Corporation
for the operating and maintaining its public housing units is
$23,800 per house.

For the sake of comparison, it is best to exclude the cost of
housing. The result is that average household spending in
Nunavut is just shy of $44,000 compared to $33,000 across
Canada.

This exercise does not result in a definitive answer to the
question of purchasing power in Nunavut compared to oth-
er jurisdictions, but is strong evidence that the cost of living
in Nunavut can be as little as 30 per cent higher than the
Canadian average, but depending on location, local spend-
ing patterns, and housing tenure, cost of living could be as
much as 50 per cent higher and perhaps even more.

Table 6-6
- erage O ehold pbend e d and anada 009
Nunavut Canada
Average expenditure  Households reporting  Average expenditure  Households reporting
per household expenditures per household expenditures
$ % $ %
Total expenditures 84,439 100 71,117 100
Total current consumption 60,900 100 50,734 100
Food 14,815 100 7,262 100
Shelter 12,824 98.5 14,095 99.8
Household operation 4,285 100 3,428 100
Household furnishings 2,400 96.2 1,896 92.2
Clothing 4,257 98.5 2,841 98.9
Transportation 6,372 69.9 9,753 98.1
Health care 71 78.7 2,004 97.2
Personal care 1,220 99.6 1,200 99.7
Recreation 6,698 98.3 3,843 97.4
Reading and printed materials 143 40.1 232 68.7
Education & & 1,238 33.1
Tobacco and alcoholic beverages 4,806 89.7 1,506 82.6
Games of chance (net amount) 452 66.9 255 67.2
Miscellaneous 1,354 67.2 1,180 91.5
Personal income taxes 15,781 90.4 14,399 93.4
Personal insurance and pension 5,198 87.8 4,269 83.7
Gifts of money and contributions 2,560 65.6 1,715 72.6

Source: Statistics Canada, Survey of Household Spending, CANSIM Table 203-0021 (this survey no longer includes Nunavut)
Note: * unreliable data

49 ] IMPACT ECONOMICS



I
3‘

e“

The point of this demonstration is to help understand the
state of financial wellbeing in Nunavut. By taking the as-
sumption that Nunavut’s cost of living is 30 per cent higher,
average and median incomes of Nunavummiut would have
to rise from $37,249 to over $44,000 and from $24,868 to
$35,000, respectively, to be on par with the average Canadi-
an.

This assumption can also be applied to the study of poverty
when determining an appropriate LIM or other poverty
thresholds.

High Prices or Low Incomes?

Prices in Nunavut are extremely high. However, prices are
largely determined by the cost of selling goods and ser-
vices, which includes the manufacturer’s price of that
good, and the retailer’s cost of labour, heat, electricity,
rent, transportation, and storage. No doubt, the lack of
any economies of scale and the lack of competition con-
tributes to the higher prices, but there is no evidence that
corporate profits are disproportionately high in compari-
son to the rents paid to labour and capital.

In a functioning market, there would be downward pres-
sure on prices, but there would also be upward pressure
on incomes. Average wages have risen in Nunavut as has
the average wage paid to professionals

The problem is that too few Nunavummiut qualify for
these higher paying jobs. Many are forced to choose be-
tween a minimum wage job and welfare. With either
choice, these families will find prices are too high.

Drawing attention to high prices will not have much im-
pact on the market. It is possible that government could
respond to pressure from citizens with increased subsi-
dies or higher income support. But neither solution is op-
timal.

A far more productive response would be to give greater
attention to the development of Nunavut’s human capa-
bilities, social inclusion, and sustainability; that is, a con-
certed effort to develop Nunavut. A system that is united
in its focus to take better care of young children, to edu-
cate students, and to create safe and healthy homes and
communities will improve workforce participation effec-
tively reducing concerns regarding high prices. Such ac-
tions would have numerous other benefits as well.

2013 NUNAVUT ECONOMIC OUTLOOK

6.2 HUMAN CAPABILITIES

An important contributor to society’s collective wellbeing is
its capacity to ensure everyone is able to pursue opportuni-
ties and has the ability to make good decisions. When dis-
cussing human capital, it is easy to narrow the definition to
those skills and attributes that contribute to a region’s gross
domestic product. But success and happiness is equally de-
pendent on health, knowledge, education, skills, and lifelong
learning that enable people to succeed in all aspects of their
lives inside and outside of the wage economy. Greater capa-
bilities can improve a society’s ability to cope with, adapt to,
and ultimately prosper from changes in their environment,
while low levels of education and human capabilities can
contribute to bad choices, such as those associated with
money, lifestyles, and diets. Greater capabilities make socie-
ty more resilient and are a foundation for building complex,
adaptive systems that enable society to achieve its goals.

Similar to the role of money, society’s capabilities influence
all aspects of life and the movement towards its develop-
ment goals. In the previous section, it was shown that the
number of jobs available throughout Nunavut does not war-
rant the number of unemployed Nunavummiut unless edu-
cation and skills are considered. It is true that other factors
are relevant. Mobility, housing, and a welfare trap contrib-
ute to the state of unemployment. Some Nunavummiut
have had difficulty in the transition to the wage economy,
while others have chosen to pursue traditional subsistence
activities rather than participate fulltime in the wage econ-
omy. But most jobs created in today’s economy require
more than just a high school diploma, most are technical in
nature or require applied knowledge, and all demand highly
developed literacy skills and a commitment to continual
learning. Too many Nunavummiut don’t have these skills and
therefore do not qualify for the new jobs; a fact that cannot
overlooked or overshadowed by the other factors cited ear-
lier.

Instead of a life fulfilled, the result is a life of poverty. Fur-
thermore, these elements that work together to keep Inuit
out of the workforce and reduce or eliminate their freedom
are also the key determinants of health, which is another
area of human capabilities where Nunavummiut trail most
other Canadians. The result is a vicious cycle of poor partici-
pation and performance in school and at work, low incomes,
more stress, and heightened poverty, dependence onin-
come support and social housing, an increased aversion to
risk, and finally an absence of choice (freedom) including the
opportunity for healthy living (including diet, exercise, hab-
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its, etc.), all of which results in a further deterioration of
health.

The loss of traditional skills and knowledge can also contrib-
ute to a deterioration of life in Nunavut and to poverty in
areas such as social exclusion and food insecurity. This idea
is discussed further in the chapter on sustainability.

6.2.1 Education

The performance of Nunavummiut in school remains a cen-
tral concern when evaluating Nunavut’s progress toward its
development goals. Nunavut’s graduation rate of 35 per
cent to 40 per cent, while an improvement from a decade
ago, remains abysmal (see Figure 6-12). At this rate, Nu-
navut’s performance is below the worst performers
amongst all OECD countries (OECD 2011).
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There is a wealth of data and analytical reports espousing
the virtues of education. Higher levels of education are
closely correlated with greater participation in the work-
force and higher pay whether in Canada or in other leading
industrialised countries (see Table 6-7, Figure 6-13).

An interesting result from the 2011 National Household Sur-
vey was that Nunavut had the highest employment rate for
university graduates at 93 per cent and the second lowest
employment rate (45.1 %) for those without a high school
certificate (Statistics Canada 2013).

This correlation is readily apparent from the labour market
data presented in Chapter 6.1 on Financial Wellbeing where
it shows a surplus of jobs while thousands of Nunavummiut
remain unemployed. Inadequate or mismatched skills are
only a part of the reason for this gap, but one of the most

ILe
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Nowhere else in Canada is an education more relevant to
a person’s employment and financial wellbeing than in
Nunavut.

important ones. The report Understanding Poverty in
Nunavut found the low levels of education, whether formal
or traditional, was one of the most serious issues facing Nu-
navut’s efforts to reduce poverty (Impact Economics 2012).
The divide between haves and have-nots in Nunavut can be
traced almost precisely along the same line that separates
those with and without at least a high school education.
What makes the issue more serious than anywhere else in
the country is the fact that 46 per cent of the population
aged 25 to 64 are without this level of education, by far the
worst performer in the country, and the graduation rates
are doing little to alter that ratio (see Figure 6-14).

Education is not simply a means to employment. Higher lev-
els of education have been shown to be a significant, posi-

Figure 6-13
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Table 6-7

‘ Employment Rates of 25-64 year-olds, by education, 2009

Canada OECD

Less than High School 55.1% 56.0%
High School, Trade, or College Certificate 73.7% 74.2%
University 81.7% 83.6%

Source: OECD (2011), Education at a Glance 2011: OECD Indicators
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tive factor in a person’s civic engagement, their propensity
to volunteer, the likelihood they will vote, and in their self-
assessment of life satisfaction. Studies in OECD countries

also show one’s perceptions on ethnic and gender equality
are also highly correlated with their education (OECD 2011).

Perhaps most important of all, education has been shown to
be a key social determinant of health. The primary factors
that shape the health of Canadians are not medical treat-
ments or lifestyle choices but rather the living conditions
they experience (Mikkonen and Raphael 2010). Education
has an enormous influence over one’s living conditions.
There is also a direct relationship between literacy and un-
derstanding how to promote one’s own health through indi-
vidual action.

To understand the poor results in education, one needn’t
look any further than Nunavut’s public school attendance
records. Nunavut children are simply not going to school on
aregular basis. In the 2010-11 school year, only one grade
shows an attendance record greater than 8o per cent, and
by grade 7, attendance is below 70 per cent. For grades 10
and 11, attendance is below 60 per cent (see Figure 6-15). It is
also worth noting that overall attendance is not improving
with time (see Figure 6-16).

These statistics are not going unnoticed, of course. The
Government of Nunavut has consistently increased its in-
vestment into education. Over the past five years, spending
on public school operations has grown by 35 per cent, equal
to an annual average increase of 7.8 per cent and almost
twice the average rate of increase across Canada (see Table
6-8). More importantly, spending per student has grown at

Y.T.

N.W.T.

University degree

Nvt.
Canada

Figure 6-15
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by Nunavut Bureau of Statistics, 2012.

Comparing Nunavut’s per capita spending with the rest
of Canada is common practice. However, we should
understand that the economies of scale in Nunavut are
virtually nil, making all of GNs spending appear high on
a per capita basis. This type of measurement can inform
us on the relative change in comparison to other juris-
dictions, but not on the adequacy of spending.
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Figure 6-16
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the same pace. As of the 2009-10 fiscal-year, Nunavut was
spending a nation-leading $15,794 per K-12 grade student.

This discussion on the state of education in Nunavut is de-
cidedly focussed on formal or instituted education. This
might be seen as a departure from the original Nunavut
Economic Outlook that described the continued relevance
of education associated with Inuit traditions and culture. The
importance of maintaining a cultural link is difficult to quan-
tify precisely, but is a fundamental part of the preservation
of any ethnic group in the world.

In Nunavut, living a largely subsistence lifestyle remains a
viable alternative to participation in the wage economy, so
long as society accepts (and it does) that some financial
support through income redistribution is a part of it. This
Table 6-8
Operating expenditures in public elementary and second-

ary schools, Canada and Nunavut

(¢, millions and per student, and year-over-year per cent change)

2005-06 2006-07 2007-08 2008-09 2009-10

(total expenditures in current dollars)

Canada 43,044 44,768 46,468 49,318 51,257
(%) 5.7 4 3.8 6.1 3.9
Nunavut 101.9 115.8 121.1 128.6 137.3
(%) 4.6 13.6 4.6 6.2 6.8
(average expenditure per student)
Canada 8,807 9,251 9,714 10,414 10,880
(%) 6.5 5 5 7:2 4.5
Nunavut 11,610 13,273 13,926 14,420 15,794
(%) 7-3 14.3 4.9 3.6 9.5
Source:

means an education in traditional Inuit practices and
knowledge is more than just an attempt to hold onto tradi-
tions, it is a means to making a productive contribution to
society.

There are, however, fewer and fewer young Inuit making
this choice. For them, institutional education is a must.
Learning and maintaining traditional knowledge serves to
provide important linkages to Inuit history and culture, but
will not necessarily result in employment if not combined
with the education one receives through the completion of
high school.

Concern arises from the real and anecdotal evidence that
shows Nunavut youth are not receiving either form of edu-
cation. They are not learning the on-the-land skills needed to
be successful in the subsistence economy (which would in-
clude learning to accept the lifestyle that goes with it), nor
are they receiving the formal education necessary to suc-
ceed in the wage economy. Inuit youth need at least one of
these, and would be well served by both.

6.2.2 Health

Some may argue that the health and social wellbeing of a
society will systematically improve as economic output in-
creases—the added wealth will be passed on to all or to the
great majority of residents. Certainly, it has been well docu-
mented that a population’s health can improve with arise in
societal income. But this improvement should not be as-
sumed.

First, if economic growth is not shared widely, economic
growth can contribute to a growing income gap. Societies
with large income gaps frequently have lower health status
than societies with a more even distribution of income. Se-
cond, greater recognition should be given to how improved
health status can contribute to greater economic wealth
(Shurcke 2005) (Figuaris and McKee 2012). For instance, pub-
lic health measures, such as clean drinking water and proper
sanitation, have contributed to the wealth creation by im-
proving the health of the community.

Thus, it is crucial that a high priority be placed on improving
Nunavut’s human capabilities not only for the sake of im-
proving health but also to ensure that the widest range of
Nunavummiut can actively participate in the economy. This
would enhance financial wellbeing that would resultin a
virtuous circle of growth and development.

6.2.2.1 Health Status
Table 6-9 highlights several health indicators for both Nu-
navut and Canada. As can be seen, the health status of
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Table 6-9

Select Health Status Indicators for Nunavut and Canada - latest available figures

(Figures in parentheses are from the 2010 Nunavut Economic Outlook for comparison purposes)

Indicator Nunavut Canada
Life expectancy at birth, males, 2007-2009' 69 (67) 79 (77)
Life expectancy at birth, females, 2007-2009' 75 (70) 83(82)
Life expectancy at age 65, males, 2007-2009' 14 19
Life expectancy at age 65, females, 2007-2009' 17 22
Potential avoidable mortality - Age standardized potential years of life lost (PYLL) per 100,000 (2007-

2000) 9,501 3,353
Infant mortality rate (2009) 14.8 (12.1) 4.9 (5.0)
Low-birth weight, 2011 7.7 6.1
Deaths (age-standardized mortality rate per 100,000 population, 2009)

- All cancers 363 178

- Lung cancer 137.6 43.9

- Ischaemic heart disease 34.6 74.3

- Unintentional injuries 95 24.5
One or more chronic conditions (2007-2010), Inuit 33.1% 47.6%
One or more chronic conditions (2007-2010), Non-Aboriginal 51.0% 53.3%
Diabetes, 2011-2012 4.8(2.4) 6.6 (6.0)
Hospitalization rate per 100,000 population for ambulatory care sensitive conditions (age-standardized, 1181 -
2008-2009)

Self-assessed health status, males (% reporting very good or excellent health), 2012 46.3(42.3) 60.2 (60.7)
Self-assessed health status, females (% reporting very good or excellent health), 2012 43.7 (51.6) 59.6 (60.3)
Self-rated mental health, males, 2012 (% reporting very good or excellent health), 2012 61.8 (72.7) 72.7 (74.5)
Self-rated mental health, females, 2012 (% reporting very good or excellent health), 2012 58.3(68.3) 70.7 (73-2)
Cigarette smoking, male (% of population age 12 and over reporting they are a current smoker, 2012) 58.2 23.1
Cigarette smoking, female (% of population age 12 and over reporting they are a current smoker, 2012) 50 17.5
Percentage of non-smokers regularly exposed to second-hand smoke at home, 2011-2012 15.6 (17.6)* 5.3(6.2)
Leisure time physical activity, males (% moderately active or active), 2011-2012 54.8% 57.1
Leisure time physical activity, females (¥ moderately active or active), 2011-2012 43.5% 52.2

5 or more drinks on one occasion, at least once a month in the past year, 2011-2012 30.6% 18.6
Tuberculosis (rate per 100,000 population, 2008) 147.3 4.9
Chlamydia (rate per 100,000 population, 2008) 3,937 228
Influenza immunization, less than one year ago 40.4% 30
Sources: (1) Statistics Canada, Demography Division; (2) Statistics Canada, ; (3) Statistics Canada, ; (4) Statistics Canada, .

Notes: Ambulatory care sensitive conditions are those which often can be cared for in the community without hospitalization such as asthma, diabetes
and mental illness; *Data for Nunavut used the 10 largest communities in Nunavut.
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Nunavut’s population continues to lag behind the rest of the
country for most indicators. This includes a ten-year gap in
life expectancy for Nunavummiut males and an eight-year
gap for Nunavummiut women. Other health indicators in
which Nunavummiut lag behind the Canadian rate include:

e Higherinfant mortality;

e Higher rate of low-birth weight;

e Higher levels of potential avoidable mortality;

e Extremely high rates of tuberculosis and chlamydia;

e Ahigher rate of mortality for all cancers (age-
standardized); and,

e Ahigher rate of unintentional injuries (age-
standardized) including suicide.

In addition, self-reported health behaviours by Nu-
navummiut are poor when compared to the country as a
whole in a number of areas including:

e Higher levels of cigarette smoking;

e Higher percentage of non-smokers regularly exposed to
second-hand smoke at home;

e Higher levels of alcohol consumption; and,

e Lower levels of physical activity.

While smoking rates amongst Nunavummiut have fluctuated
in the past, the rate in 2012 (54%) has remained unchanged
since 2005 and remains three times the national rate
(Nunavut Bureau of Statistics 2013).

Another disappointing result pertains to self-assessed health
status and self-rated mental health. In both of these in-
stances, Nunavummiut men and women self-report lower
rates than the Canadian average.

Low self-assessment of health is correlated with low lev-
els of happiness (Gross and Richards 2012).

As is well known within Nunavut, suicide rates in the territo-
ry are a serious concern. A recent research report on suicide
amongst Nunavummiut provides great insight on the risk
factors associated with those who died by suicide between
2003 and 2006 (Chachamovich and Tomlinson 2012). The
report notes that the rate of death by suicide among Inuit
has increased markedly over the last 30 years, and it is cur-
rently just over 120 per 100,000 people, 10 times the Canadi-
an rate. According to the 2007-2008 Inuit Health Survey, 29
per cent of Nunavut respondents reported a non-fatal sui-
cide attempt at some point in their lives (Galloway and
Saudney 2012). The Learning from Lives That Have Been Lived
research report found several differences between those

who died by suicide and a control group of other
Nunavummiut of similar age and from the same communi-
ties of origin—those dying by suicide were more likely to
have experienced childhood abuse, suffered from depres-
sion, or were unemployed.

Analysis of Nunavut’s high rate of suicide has been shared by
Government of Nunavut, Nunavut Tunngavik Inc., the Em-
brace Life Council, and the Royal Canadian Mounted Police.
Together, these stakeholders collaborated on the develop-
ment of a Nunavut Suicide Prevention Strategy released in
2010 and a subsequent action plan (Nunavut Suicide
Precention Strategy 2010) (Nunavut Suicide Prevention
Strategy Action Plan 2011).

Oral health is rarely included in any discussion about overall
health status and the health care system. In reality, oral
health needs to be considered as an integral part of the
health care system givenits links to other physical health
issues. Oral health is a serious issue for Nunavummiut. The
Inuit Oral Health Survey conducted by the Office of the Chief
Dental Officer of Canada in 2008-2009 found some serious
dental health issues amongst Nunavummiut. Among the
finding, the rate of dental decay for Inuit are two to three
times higher than the average Canadian while 85 per cent of
three to five years olds have or have had a cavity. In re-
sponse, ITK issued an oral health action plan in spring 2013
(Inuit Tapiriit Kanatami 2013). The action plan involves five
broad goals:

e Bring overall oral health of Inuit to parity with the
Canadian norm through reducing the incidence of oral
disease;

e Inuit children reach the World Health Organization’s
goal of 50 per cent of children enter school without a
cavity;

e Appropriate oral disease prevention, health promotion
and treatment are available, reducing practices such as
extractions as the preferred treatment alternative for
diseased teeth;

e Awareness of oral health and its link to better overall
health; and,

e Families that have support to help them achieve better
oral health outcomes.

Eight broad, comprehensive actions were identified to help
reach these goals. This action plan deserves urgent atten-
tion.
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6.2.2.2 Health Care Resources and Utilization™

According to Statistics Canada, contact by Nunavummiut
with a medical doctor in the past 12 months was 58 per cent
in 2009-2010 compared to 81 per cent for the Canadian
population. Nunavummiut women (66.1%) were more likely
to see a physician than men (56.2%)."

A comparison between health care expenditures for Nu-
navut between 2007 and 2010 shows an increase in spending
for institutional services such as hospitals and professional
services (funding of clinicians not covered under payrolls of
hospitals or public health agencies). The percentage of
spending on drugs, the second highest health expenditure
category in Canada, continues to be lower in Nunavut than
the Canadian average, while the proportion of spending de-
voted to public health is higher (see Table 6-10).

Nunavut’s heath services do not cover all medical issues. As
a result, the government must dedicate 22 per cent of its
health budget for travel and transportation. Some of these
out-of-territory services could potentially be offered in Nu-
navut, but there have no economic studies to identify which
ones.

Out-of-territory hospitalisations averaged approximately
60% of all Nunavut hospitalisations between 2004-2008
(Office of the Territorial Epidemiologist 2011).

Health costs are elevated in Nunavut because of limited
community-based health services and supports. Hospitalisa-
tion rates for conditions that are not typically regarded as
requiring hospital services (referred to as ambulatory care
sensitive conditions such as asthma, diabetes, and addiction
related problems) are more than three times higher than the
Canadian rate. The number of home care cases has in-
creased in recent years from 1,356 in 2007-2008 to 1,507 in
2009-2010 (Tchouaffi and Sobol 2011).

Increasingly, Nunavut is facing the type of health and health
care problems experienced by the provinces. This includes:

e Agrowing population with chronic health problems
requiring more emphasis on continuing care than acute
care;

e Ademand for more treatment to be provided closer to
home; and

2 For additional information on Nunavut’s health indicators see Health Coun-
cil of Canada, Jurisdictional profiles on health care renewal: An appendix to
Progress Report 2013 — Nunavut.
http://healthcouncilcanada.ca/n3w11n3/progress2013/Nunavut2013 EN.pdf
B3 Data for Nunavut used the 10 largest communities in Nunavut.
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Table 6-10

Total Health Expenditures by use of funds, Percentage
Distribution, 2012 (forecast)

Nunavut  Canada

Hospitals 33.6 29.2
Drugs 5 15.9
Physicians 11.5 14.4
Other professionals 4.3 10.7
Other Institutions 9.1 10.8
Public health 10.4 5.3
Capital 9.1 4.6
Administration 6.2 3.1
Other 10.8 5.8
Source: Canadian Institute for Health Information

e More elder care that includes social supports.

Provinces are struggling to shift their health care systems to
be more responsive to the demand for continuing care. Nu-
navut will have to consider how it can address these grow-
ing health needs in light of so many other health priorities.

Is the future bleak? Nunavut does perform well compared to
the Canadian rate in a number of areas including having a
lower death rate due to ischaemic heart disease and attain-
ing a significantly higher immunisation rate for influenza
(40% vs. 30.4%). Moreover, because so many of Nunavut’s
poor health outcomes are preventable through improve-
ments in healthy behaviours and by focussing greater atten-
tion on improving the broad determinants of health such as
housing, nutrition, and the prevention of unintentional inju-
ries, there is some room for optimism.

6.2.3 Social Wellbeing

In Chapter 6.1 Financial Wellbeing an argument was pre-
sented that said the financial status of Nunavummiut is real-
ly an outcome resulting from changes within Human
Capabilities, Social Inclusion, and Sustainability combined
with the current economic environment. With the discussion
turning to health, there is an equally plausible argument that
says the health of a population is the outcome resulting
from changes within Financial and Social Wellbeing, Social
Inclusion, and Sustainability combined with the quality of
health care services and society’s efforts in personal and
public health.

So, which one is correct? What determines what? The truth
is both are correct. The world that shapes a society’s eco-
nomic success and failure is the same one that influences
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the health of its population. The Nunavut Economic Outlook
is a report focussed on the development of Nunavut and on
measuring progress toward a high and sustainable quality of
life. But one needn’t have a great imagination to see how
the Outlook could be a report on the social determinants of
health. It has been said that the primary factors that shape
the health of Canadians are not medical treatments or life-
style choices but rather the living conditions they experi-
ence; that is, the social determinants of health (Mikkonen
and Raphael 2010).

Financial
Wellbeing

Social Inclusion

Human
Capabilities

Sustainability

The Public Health Agency of Canada lists the determinants
of health as more than just social ones (Public Health Agency
of Canada 2013). It includes in its definition:

¢ Income and Social Status

e Social Support Networks

e Education and Literacy

e Employment/Working Conditions

e Social Environments

e  Physical Environments

e Personal Health Practices and Coping Skills
e Healthy Child Development

e Biology and Genetic Endowment

e Health Services
e Gender
e  (ulture

There is now far greater appreciation for the interconnec-
tion between determinants of health and development.
What’s more, it shouldn’t come as a surprise to learn that
these are also the determinants used in the study of pov-
erty, sustainability, and are now slowly being recognised as
the key determinants in economic growth.

The determinants used in the study of health, poverty,
and sustainability are slowly being recognised as the key
determinants in economic growth.

6.2.3.1 Social Determinants of Health

It has been estimated that 50 per cent of health outcomes
can be attributed to the social determinants of health (Keon
and Pepin 2008). In Nunavut’s case, attention to improving
its social determinants of health would yield significant gains
in health status for years to come.

Table 6-11 highlights select indicators related to the social
determinants of health for Nunavut and Canada. Perhaps
the most alarming results are the high percentage of lone
parent families in Nunavut (28.2%), and the significantly
higher levels of household food insecurity and children in
food insecure households. Crime rates for both violent and
property crimes are comparable to those in the NWT but
remain significantly higher than that for Canada as a whole.

The social determinants of health also identify social sup-

Table 6-11

Indicator Nunavut Canada
Percentage of population age 65+ (2011)' 3.2 14.4
Sense of community belonging (% indicating very strong or somewhat strong belonging, 2012) 85.2 66.1
Percentage of lone parent families® 28.2 16.3
Average number of persons in household® 3.7 2.5
Household food insecurity? 36.4 12.3
Children in food insecure households? 56.5 17
Property crimes per 100,000 population (2010)* 16,842 3,846
Violent crimes per 100,000 population (2010)* 10,286 1,282
Sources: (1) Statistics Canada, Demography Division; (2) Statistics Canada, 2011 Census of Population; (3) Statistics Canada, Ca-
nadian Community Health Survey (2011); (4) Statistics Canada, Canadian centre for Justice Statistics
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ports as a key factor affecting one’s health—just as im-
portant as other factors such as smoking and high blood
pressure (Public Health Agency of Canada 2013). According
to the 2007-2008 Inuit Health Survey, many residents of Nu-
navut lack strong social support networks. For instance, only
46% of respondents reported that they have someone to
turn to most or all of the time when they need emotional
support (Galloway and Saudney 2012).

There continues to be an increase in the available documen-
tation reporting the health and social status of
Nunavummiut. This is an important and positive develop-
ment as it can serve to focus attention and identify priori-
ties. Moreover, a number of strategies have been developed
by Nunavut officials in recent years to address the health
and social problems including:

e Maternal and Newborn Health Care Strategy 2009 -
2014

¢ Nunavut Suicide Prevention Strategy

e  Nutrition in Nunavut: A Framework for Action

e Public Health Strategy: Developing Healthy
Communities 2008 — 2013

e Tobacco Reduction Framework for Action

The challenge for Nunavut is to put these strategies into
concrete action through the allocation of both financial and
human resources. Focused attention on the social determi-
nants of health needs to be a high priority for Nunavut. Of
particular concern is whether social inequities in Nunavut
are increasing (e.g., increased gaps in nutrition, income, ed-
ucation and housing). If so, research suggests that
Nunavut’s overall health status will stagnate or worsen
thereby limiting any economic or social progress for its citi-
zens (Dunn 2002).

6.2.3.2 Food Insecurity

Access to proper food supply is a basic human need and an
important determinant of health, development, and overall
quality of life. A major study on food security in 2011 identi-
fied Nunavut as having the highest percentage of house-
holds with food insecurity in the country—36.4 per cent
versus 12.3 per cent for Canada as a whole (see Figure 6-17)
(Tarasuk, Mitchell and Dachner 2011). Food security has been
measured as follows:

e Those who are marginally food insecure have reported
some concern or problem of food access over the past
12 months;

e Households classified as moderately food insecure have
reported compromises in the quality and/or quantity of
food consumed among adults and/or children; while
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Figure 6-17
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e Those classed as severely food insecure have reported
more extensive compromises, including reduced food
intake among adults and/or children because of a lack of
money for food.

Perhaps more alarming is the estimated food insecurity
amongst children—57 per cent in Nunavut compared to 17
per cent for Canada as a whole. The authors of the 2011 re-
port note that food insecurity is a serious social and public
health problem in Canada, but it is even more serious for
Nunavut. The effects of food insecurity will be felt for many
years on the territory’s social programs and overall health
status.

Much of the findings from research on food insecurity were
crystalised by the food protests outside grocery stories that
began in Nunavut under the banner Feeding My Family.' This
movement was emboldened by the end-of-mission state-
ment from Olivier de Schutter, United Nations’ Special Rap-
porteur on the right to food, who said a large number of
Canadians are unacceptably too poor to feed themselves
decently and that Inuit are in a particularly desperate situa-
tion (De Schutter 2012).

Two factors influence food insecurity (Impact Economics
2012):

1. Incomes that are too low to afford groceries on a daily
basis; or

2. Insufficient access to country food either through one’s
own effort or through sharing.

The impediments that are keeping Nunavummiut out of the
workforce or have them stuck in a welfare trap are the same
impediments to earning sufficient incomes to feed their fam-
ilies. The diminishing participation or access to subsistence

' See Facebook Page “Feeding My Family”. http://www.feedingmyfamily.org
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harvesting has implications for food security, but also af-
fects the social fabric of a community, altering long-standing
cultural norms. These impediments touch on all aspects of
Nunavut’s development, including financial wellbeing, hu-
man capabilities, inclusion, and sustainability, and are them-
selves determinants of food insecurity.

Acting on a pledge made in The Makimaniq Plan: A Shared
Approach to Poverty Reduction (November, 2011), govern-
ment departments, Inuit organisations, and community
groups formed the Nunavut Food Security Coalition. The
coalition held a symposium in Igaluit, January 22 to 24, 2013,
to focus on programs, policies, and initiatives that are most
likely to impact on the food security of Nunavummiut.
Recognition and public discussion on the issue of food inse-
curity is only a first, albeit an important, step toward ad-
dressing this fundamental problem.

6.2.3.3 Crime

Nunavut suffers from extraordinary levels of crime. Crime
rates are consistently the highest in Canada, and the trend is
decidedly upwards—meaning conditions appear to be get-
ting worse (Statistics Canada 2012) (see Figure 6-18).” In
1999, there were 4,906 criminal violations across Nunavut.'
Given its population at that time, the rate of criminal activity
was 18,291 per 100,000 persons.” The rate of crime across
Canada at that time was 7,694 per 100,000. By 2012, the

Figure 6-18
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' Occasionally, crime rates in the NWT exceed those in Nunavut.

' All crime data reported in this section excludes traffic violations.

Y Crime data are normalized for the purpose of comparison. The number of
crimes is divided by the total population and then multiplied by 100,000,
producing a rate per 100,000 persons.

In Canada, all citizens have the right to feel safe. Nunavut
will never achieve its development goals including its
ultimate goal of a high and sustainable quality of life, if
women and children are afraid in their own homes and
own communities.

number of reported criminal violations in Nunavut had
grown to 13,219, for a crime rate of 39,229 per 100,000. In
most other jurisdictions, the number and rate of crime is
decreasing, with the Canadian average equalling 5,588 per
100,000 people.

The RCMP has suggested that alcohol plays a part in most, if
not all, incarcerations in Nunavut’s correctional services
(Impact Economics 2011). Other factors can be traced to
poor socio-economic circumstances such as overcrowded
homes, poverty, and stress, creating a vicious cycle of addic-
tions and abuse.

Nowhere is this vicious cycle more evident than in the rates
of family violence and the abuse of women. No crime can be
considered acceptable behaviour, but at 13 times the na-
tional rate, the abuse of women in Nunavut is particularly
shocking (see Figure 6-19). Police reported the number of
female victims of violent crime was equal to 1,715 in 2011,

Figure 6-19
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which translates into a rate of 15,453 per 100,000 (Nunavut
Bureau of Statistics 2013). That amounts to 1.5 incidents for
every 10 women. If Nunavut ever wants to achieve its devel-
opment goals including its ultimate goal of a high and sus-
tainable quality of life, its men, women and children must
feel safe in their own homes and in their communities.

There is considerable variation in crime rates across
Nunavut. The highest number and rate of crime takes place
in Iqaluit. In 2012, there were 5,137 criminal violations, equal
to a crime rate of 75,400 or almost twice the territorial aver-
age. For brief periods over the past 15 years, crime rates in
Cambridge Bay and Kugluktuk were higher, but by in large
and since 2008, Iqaluit has been Nunavut’s crime capital
since it became the territory’s capital.

Criminal activity in other communities will be important to
watch in the coming years. Of particular interest will be
Pond Inlet and Rankin Inlet—the two communities most
likely to be affected by resource development in the coming
years (see Figure 6-20). Crime in both communities is unbe-
lievably high in comparison to the average across Canada,
however in Nunavut, Pond Inlet would be considered a low
crime community, while Rankin Inlet is slightly above aver-
age.

There are legitimate reasons to follow crime in these two
communities. Elsewhere, communities faced with rapid
change as a result of economic growth have seen crime
rates soar (Figure 6-21). Kugluktuk endured this phenome-
non ten years ago, when it was first exposed to economic
growth as a result of its ties with the diamond mines in the
Northwest Territories. Crime rates are just now returning to

Figure 6-20
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Figure 6-21
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the Nunavut average, though are much higher than they
were prior to that exposure. Baker Lake appears to be going
through the same thing now. In 2010, a year that coincides
with Meadowbank Gold Mine going into production, crime
rates jumped up markedly from a level that was previously
amongst the lowest in Nunavut.

There is ample research throughout the developing world
on the effects of economic growth on crime in developing
communities. Understanding what has happened elsewhere
and learning what can be done in advance are two im-
portant tasks for these communities.

Previous editions of the Outlook have included commentary
of how economic growth can affect a community. Rising
crime in the face of rapid economic change can severely test
the social fabric of a community. Social networks that would
otherwise help legitimise the changes brought about
through economic growth by providing support to those
who are not benefiting, can’t understand, or are unable to
cope tend to atrophy at the time when they are needed
most. This will be discussed further in the next section. For
now, it is important to understand that a rise in crime often
coincides with rapid economic change and that it is better to
prepare for it rather than simply hope that the next commu-
nity will be somehow immune.
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6.2.3.4 Homelessness

Shelter is most certainly a determinant of health and a factor
in most other aspects of economic and social life. Nunavut
faces several challenges in reducing the number of homeless
people. And it must be said that the challenges are complex,
as they are everywhere.

Homelessness is a serious issue in Nunavut, though the
number of people suffering from absolute homelessness—
sometimes referred to as visible homelessness—is lower
than in southern Canadian cities. The harsh arctic climate
greatly reduces the number of people living on the street,
but there are more people living outdoors in unheated or
poorly heated makeshift huts than some might expect. A
night never passes without a body in all 43 beds in Igaluit’s
two shelters (Nunavut Housing Corporation 2013).

Most individuals who would otherwise suffer an absolute
form of homelessness take refuge with family or friends.
These people are part of Nunavut’s hidden homeless, some-
times referred to as Nunavut’s couch surfers.

A survey conducted in 2009 found four per cent (1,220) of
Nunavummiut fit into this group of hidden homeless and
that one-third of this group—about 400 people—had been
homeless for at least a year. Similarly, 32 per cent of house-
holds in Nunavut (2,730) had housed temporary residents in
the past twelve months (Statistics Canada 2010).

Overcrowding is at the root of many social and health issues.
It is common to hear reports of houses sheltering 18 or 19
people, of the need for people to sleep in shifts because of a
lack of beds and floor space, and that at this level of over-
crowding, the safety and security of women and children are
severely compromised. The government’s llagiitsiarniq A
Strategic Framework for Addressing Family Violence Preven-
tion in Nunavut calls overcrowding a contributing factor to
heightened levels of family violence (Government of
Nunavut 2012). Further, studies show that an individual’s
housing condition impacts their education, employability,
and sexual health. It can be argued that overcrowding and
hidden homeless in the territory is connected to an in-
creased incidence of pregnancy, low literacy and graduation
rates, high unemployment, poor health, acute addictions,
crime, and violence (Nunavut Housing Corporation 2013).

There are also many Nunavummiut who are at risk of home-
lessness. Financial insecurity and job uncertainty coupled
with the high cost of living and lack of housing options
means homelessness is a constant threat for some. A missed
paycheque, a breakdown in a relationship, or unexpected
expense can cause this otherwise stable household to be in

need of emergency shelter (Qulliit Nunavut Status of
Women Council 2009).

6.2.4 Housing

Housing influences many aspects of Nunavut’s develop-
ment. For example, home ownership provides families with
financial security. Purchasing a home offers an opportunity
to store wealth that can be used at a later date. A home’s
equity can be leveraged in order to move into a more ex-
pensive property, it forms an important component in one’s
retirement plans, it can become a part of a family’s inher-
itance, transferring wealth from one generation to the next,
and once mortgage free, homeownership can be an oppor-
tunity to work less or spend more. In other words, it in-
creases the freedom of choice, which is an important part of
society’s development goals.

Because of these attributes, government’s have long pro-
moted home ownership amongst Canadians through such
things as mortgage insurance, easing lending restrictions,
and tax breaks. These arguments make it appropriate to
discuss housing in Section 6.1 on Financial Wellbeing.

Alternatively, it’s also true that one’s housing status—that
is, where one is situated along the housing continuum—is
very much a part of one’s social status within a community.
Being homeless, living in public housing, living in staff hous-
ing, or a homeowner, one’s shelter distinguishes people
from one another in the community. Taken one step further,
the quality of one’s home can further stratify families into
different subclasses within society.

Housing can influence one’s social circle, which can be the
difference between being included in community decisions
and having no voice at all. In this context, housing is a mat-
ter of social inclusion.

Housing influences one’s ability to successfully engage in all
of life’s activities. To a degree, this encompasses financial
and social elements, since the financial reward and social
inclusion one obtains from homeownership contributes to
successful participation in a community. But the quality of a
family’s home can also influence an adult’s ability to perform
well at work or for a child to perform well in school. A home
that is crowded, has poor ventilation, is cold, or is damp can
cause illness, deprives people of a good night’s sleep, can be
stressful, and poses serious safety and security threats, es-
pecially to women and children. In this scenario, housing
becomes a contributor to the decay of social wellbeing and
human capabilities. Furthermore, housing plays a role in
poverty in Nunavut where the public housing program con-
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tributes to a kind of welfare trap that is unique to Nunavut.™
This demonstrates that housing is an important considera-
tion in development because it facilitates so many of the
outputs needed to achieve a high and sustainable quality of
life.

Clearly, housing touches all aspects of a community’s devel-
opment. It is presented here within Human Capabilities be-
cause it is clearly linked to the discussion on education,
health, social wellbeing, and homelessness. But it is helpful
to think of housing in terms of financial wellbeing and social
inclusion as well since its influence on those components of
development is also important.

6.2.4.1 Overview of the State of Housing in Nunavut®

The Government of Nunavut released the GN Comprehensive
Housing and Homeless Strategic Framework in 2013 (Nunavut
Housing Corporation 2013). It correctly identifies the current
state of housing in Nunavut a crisis. Here’s why.

Approximately 57 per cent of Nunavut’s population live in
5,067 public houses across the territory (Nunavut Housing
Corporation 2012)(see Figure 6-22).*° The majority of these
tenants (58 per cent) are unable to pay anything more than
the minimum for rent, currently set at $60 per month—a fee
that doesn’t even cover the administration costs of those
units. Under the new rent scale rules, the number of tenants
paying the minimum rent will climb to approximately 75 per
cent. Only 4 per cent of tenants pay more than $1,000 per
month. Twice this amount is needed to meet the cost of a
typical public housing unit.

The Nunavut Housing Corporation covers the majority of
expenses associated with operating its public houses, the
average of which is $23,000 per year (see Figure 6-23). This
includes the cost of heat, water, sewage, power, and
maintenance. The Department of Family Services’ Social As-
sistance Program pays for a few of the remaining costs in
situations where the tenant cannot do so themselves. Either
way, it is a cost borne by the Government of Nunavut.

These annual costs are higher than what a private home-
owner pays, in part due to the cost of administration, but
also because of exorbitant costs for utilities. The highest of
all costs is not heating fuel like most would expect, but wa-
ter and sewage. Water and sewage are trucked to and from

¥ Nunavut’s public housing program is modeled after that used in the North-
west Territories, where a similar trap exists.

' Figures are constantly changing as new public housing units are completed
and with the changes in public housing tenants. This section relies on data
presented in the GN Long-term Comprehensive Housing and Homelessness
Strategic Framework unless stated otherwise.

% As of March 31, 2012.

2013 NUNAVUT ECONOMIC OUTLOOK

most homes, which is an inefficient and expensive service
that is provided by the Hamlet. New, more efficient medium
density public housing (5-, 10-, and 24-plex buildings) and
greater use of utilidor systems should lower these costs.

In total, the Nunavut Housing Corporation will spend $200
million in fiscal-year 2013-14 on the operations of its public
and staff housing. The Government of Nunavut contributes
$165.8 million while the CMHC contributes a majority of the
remaining $34.5 million through the Social Housing Agree-
ment (Nunavut Housing Corporation 2012). This Agreement
is set to expire in 2037, decreasing its contribution by ap-
proximately $1.5 million each year. This decrease must be
offset by an increase in GN funding.

The Housing Corporation also receives funding for capital
projects. In 2013-14, the Government of Nunavut has budg-
eted $29 million for that purpose, which does not include
the $100 million transfer announced by the federal govern-
ment in its latest budget (Government of Canada 2013). This
latest round of federal funding—s$30 million in year one, and
$70 million in year two—will cover the cost of construction
of 210 units over the next two years.

Not including the CMHC’s contribution to the Housing Cor-
poration or the federal transfer, the $195 million spent by
the government on housing represents 13 per cent of the its
annual budget.

Figure 6-22

$60
57%

Source: Nunavut Housing Corporation.
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Figure 6-23

Average Cost per Unit ($)

LHO
Maintenance
$4,900 Utilities
$16,000

Source: Nunavut Housing Corporation

6.2.4.2 Understanding the Depth of the Crisis

The level of dependency on social housing and the cost of
operating these houses are reasons why Nunavut’s public
housing is described as being in crisis. But there is more.

Already, no other jurisdiction in Canada spends as much as
Nunavut does on public housing (in relative terms). Some
argue that this last point is one to be celebrated. Nunavut’s
system of social welfare is the most generous in all of Cana-
da—a statement made stronger if one considers the contri-
butions of income support, and the array of food, fuel, and
power subsidies that are made available to all Nunavummiut
(even to those with high incomes).

The challenge is that Nunavut does not operate within an
egalitarian welfare state. Nunavut’s public housing program
is not rights-based in the fashion of the Nordic model, where
equality is the desired end goal and is supported by an ex-
tensive taxation regime. Nunavut doesn't have the tax base
to support equality to this extent, and its main benefactor,

At its core, this is the same challenge as the one facing
families who struggle to feed their family because of the
high cost of food. It is an issue of inadequate income and
no practical means to do anything about it. There is a lot
that can be done to lower the construction and operat-
ing cost of housing, but the market, climate, and geog-
raphy will always be such that homeownership will be
expensive and someone without a job or working for the
minimum wage will forever remain unable to afford a
home.

a®
Cost of Utilities (%) Garbag
4%
Taxes
Fuel
21%
Water and
Sewage

43%

the Government of Canada, does not provide the funding to
do so.

Instead, what Nunavut has is a society where there is a lot of
need. Too many Nunavummiut simply cannot afford the cost
of shelter. What truly puts Nunavut’s public housing pro-
gram into a crisis state is that the number of residents in
need is growing, putting pressure on the government to
increase the stock of social housing despite the fact that it
doesn’t have the money to do so.

In addition to the current stock of 5,000+ public housing
units, there were 1,465 individuals and families on the wait-
ing list for new units. All of these people need housing but
cannot afford it. Within the needs-based program, these
families are entitled to apply for and (theoretically) receive
housing from the government. At a build rate of 70 to 75
units per year, it would take about 20 years to clear this wait-
ing list and about $500 million to cover the cost of construc-
tion (see Table 6-12).

In the meantime, the population is growing and with it, the
need for more public units. Assuming 58 per cent of the
population continue to need public housing in the future, an
additional 1,914 homes will be required over the next 20
years, based on the average population growth described in
Chapter 4. To meet this need, 102 new public housing units
will have to be built each year. These are in addition to the
units needed for those already on the waiting list. Combin-
ing the two, 175 new units are required each and every year
for the next 20 years in order to provide housing to all exist-
ing and future families in need.
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Table 6-12
Rising Need for Public Housing ‘
Population Growth (2013 to 2032) 12,358
New population in Public Housing 2,168

(assume 58%)

Units needed for new population 2,048
(assume 3.5 occupancy rate)

Construction rate to meet needs of new 102
population by 2032 (units per year)

Units needed to clear current waiting list 1,465
Construction rate to clear existing waiting list 73
in 20 years time (units per year)

Total Units Needed by 2032 3,513
Construction Rate to Meet Needs by 2032 175

(units per year)

Source: Nunavut Housing Corporation, Impact Economics

This will not happen. Nunavut cannot afford to build 175
units every year. Nor is the federal government likely to pro-
vide that kind of money on an on-going basis. Besides, the
government cannot afford the escalation in operating costs
that will accompany the construction of new public housing
units.

But that’s not the end. Even in a world where Nunavut does
have the money for construction and operations for the
next 20 years, without a fundamental change to how the
territory deals with this constant need, in the year that fol-
lows 2032 and after building 3,512 new public houses, new
families will emerge needing housing. The current approach
is simply unsustainable.

To fix the housing crisis requires that Nunavut stem the es-
calation of need. This is easier said than done, of course, and
is not something that the Nunavut Housing Corporation can
accomplish on its own. In fact, the ultimate solution has very
little to do with the Housing Corporation since the problem
is only indirectly related to housing. Furthermore, an argu-
ment can be made that the solution even goes well beyond
the Government of Nunavut. A broad, system-wide solution
is required.

Reconfirming why the state of housing in Nunavut is in
crisis is the investigation into why this need exists in the
first place and what must transpire to eliminate it.

2013 NUNAVUT ECONOMIC OUTLOOK

In the meantime, and until the solution is found, and evenin
a scenario where a solution is found, there is still the practi-
cal issue to deal with—today and for at least the foreseeable
future, Nunavummiut need more social housing. Without it,
a further degradation of wellbeing should be expected
along with an almost certain continuation of the negative
consequences that arise in its absence.

6.2.4.3 The Solution for Now

For underprivileged Nunavummiut to achieve some level of
equality of opportunity, never mind equality of outcome,
everyone must have safe, appropriate, and affordable shel-
ter. The Government’s strategy correctly identifies the key
actions required; namely:

e  Build more homes in a way that is affordable for
government;

e Reduce dependency by improving financial wellbeing
and increasing market-based housing alternatives;

e Eliminate gaps in the housing continuum; and

e Improve coordination across government and
throughout the housing system.

Nunavut has never had a housing market like what one
finds elsewhere in Canada. But this model is what most
people are familiar with and so, to some degree, a hous-
ing market is what Nunavut is trying to achieve. This end
goal might not be possible—certainly not over the next
20 years—except in Igaluit and potentially in Rankin Inlet
and Cambridge Bay.

Are there other models that might suit Nunavut better?
Nunavut might want to investigate other paths and start
a conversation with Nunavummiut about these options,
what might work better, and what they would cost.

Collaboration

The last action listed is the only one that doesn’t require
large sums of money so theoretically, it should be the easi-
est to accomplish. In practical terms, however, sorting
through and aligning all affected and engaged stakeholders
is a challenging undertaking because of the complexities
involved and the general lack of consensus on the realities
of Nunavut’s housing situation and reasonable options to do
something about it.

The correct system will be one where the coordination goes
beyond the Housing Corporation, Community Government
and Services, and residential contractors. It will involve Fami-
ly Services, Justice, Education, Health, Finance, Economic
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Development, the Hamlets, broader industry partners, and
Nunavummiut, themselves.

On the surface, it might seem that establishing collaboration
as a centre-point within the Housing Strategy is both unim-
aginative and innocuous, but within it lies the ultimate chal-
lenge for Nunavut; how to move away from the current
unsustainable path and toward a integrated (complex) and
innovative system without adding to the current crisis by
creating destitution where there wasn’t any before.

The Housing Strategy questions how the territory can
transform its existing housing environment that is char-
acterised as inadequate, expensive, and incomplete into
something that is appropriate, affordable, and sustaina-
ble.

Building More Houses

The other actions listed in the strategy require money, which
puts them in some jeopardy. The Government of Nunavut
can barely afford to build 25 houses each year, let alone the
175 needed. Therefore, it must go to the federal government
on a yearly basis to plead its case. Over the past ten years,
this strategy has had great success, landing $400 million in
federal transfers for the sole purpose of building social hous-
ing—it is far more than any other jurisdiction in Canada has
received (on a relative basis). As a result, the territory’s
stock of social housing will have risen by more than 1,200
units by the time all the money is spent.

This has been a great success from the standpoint of social
housing, but it is inevitable that the well will run dry eventu-
ally —as it did in 2012 after the $100 million from the Canada
Economic Action Plan was fully accounted for and before
the next $100 million was announced in 2013. The gap was so
short that it was hardly noticed, but there will come a time
when the gap widens to several years. When that happens,
assuming the escalating need has not been addressed, the

Figure 6-24

Homeless- Emergency Transitiona :{;Y_itei

Source: Adapted from the Nunavut Housing Corporation.

waiting list will once again start to grow, overcrowding will
again intensify, social outcomes will deteriorate, and hous-
ing will again become a part of the problem.

A part of the solution has been to move increasingly to
higher density housing. Gone are the days when the gov-
ernment builds detached single-family dwellings by the hun-
dreds. The new models are more compact and energy
efficient, and most importantly, they will be less expensive
to build. Not everyone will like this. But for anyone in des-
perate need of housing—the decision has been made that a
small efficient house is better than no house at all.

Housing Continuum

The Government of Nunavut endorses the concept of a
Housing Continuum in its housing strategy, which is an ap-
proach for moving people through different levels of hous-
ing (see Figure 6-24), from being homeless to living in
shelters, from shelters into transitional housing, from sup-
portive housing into non-market rentals (social housing),
and ultimately into the private market. The theory is that
without a complete continuum, individuals or families are
unable to move up because of the impossibility of jumping
two or three steps along the continuum. For example, in
Nunavut it is difficult for many in public housing to move to
the private market because of a lack of affordable rental
options and low-cost private homes. A complete housing
continuum makes the transition from one form of housing
to another possible by offering people and families choices,
which lowers vulnerability to homelessness and provides
greater housing security.

From a public finance perspective, each form of shelter
should be assessed in terms of its daily cost (see Figure 6-25).
There is a financial incentive for the government to make
available housing options at each step along the continuum
and to promote the upward mobility of people through each
of the publicly funded housing options. It should also be
interested in promoting the development of different

Home
Ownership
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Figure 6-25

Public Housing

Shelter Bed (Men)
Shelter Bed (Women and
Family)
Jail
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Source: Nunavut Housing Corporation, GN Long-Term Comprehensive
Housing and Homelessness Strategy.

options within the private sector because, as the previous
example described, shortages there can effectively impede
one’s movement out of public housing.

There are challenges at both ends of the continuum. At the
lower ends, the cost of shelter is not limited to bricks and
mortar. Emergency, transitional, and supportive housing
must offer the social services that correspond with the
needs of its tenants. It is not enough to have the Housing
Corporation dedicate one of its newly constructed units to
fill gaps in the continuum unless the government has com-
mitted the resources to equip it with the right suite of
emergency, transitional, and support services, and unless
the community itself endorses the project and supports it
with its own resources.

In the absence of support services and the homes in which
to deliver them, most people in need of shelter at the lower
end of the continuum crowd into public housing units. This is
the cheapest form of non-market housing from the perspec-
tive of the government, but creates serious health and safe-
ty issues and ultimately costs the government more in the
long run through the deterioration of social wellbeing.

Another interruption in the housing continuum is created by
the widespread use of staff housing in Nunavut. Employers
throughout the territory offer their staff subsidised housing
as a incentive for employment. From the perspective of the
Government of Nunavut, it is a necessary tool to attract and
retain employees. But it comes with a steep price. Its staff
housing program is meant to be transitional. But the deal is
so good—equal to $18,500 per household that is treated as a
non-taxable benefit—that many choose to make their staff
housing a permanent solution (Government of Nunavut
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2012). As a result, the number of staff housing units has
grown to more than 1,400 effectively removing these resi-
dents with government jobs and government salaries from
the market. This interference is particularly harmful in Iqaluit
where approximately 40 per cent of the government staff
housing is located and where a legitimate and diverse pri-
vate market should exist.

Housing Alternatives

At the upper end, there are several challenges in developing
a diverse private housing market in Nunavut. Outside Iqaluit,
Rankin Inlet, and Cambridge Bay, Nunavut’s communities
lack a fully functioning market with too few buyers and
sellers. A house that would cost more than $500,000 to build
might have a “market” value (resale price) of $350,000 be-
cause there is no competition amongst buyers.

There is no fee simple land available in Nunavut for resi-
dential land development. Only the RCMP, Hudson’s Bay
Company, and churches hold fee simple land.

This form of absolute land ownership allows for a full
range of financing options in which land provides collat-
eral. In Nunavut, homeowners lease Crown land through
the municipal government.

The CMHC treats leased land differently than fee simple
land. For it to underwrite a mortgage on leased land,
several requirements must be met. In Iqaluit, the city has
negotiated an agreement called a “Consent to Mort-
gage” with the CMHC that meet these lending require-
ments. Other local arrangements enable CMHC to insure
mortgages across the territory. These approaches to
mortgage insurance help to offset the effects of tenure
arrangements, but the absence of fee simple land can
create hesitation in prospective homebuyers, especially
those arriving from other parts of the country
(Government of Nunavut 2012).

For communities directly affected by resource development,
the prospects for private homeownership are better, but
obstacles still exist. For someone gaining employment at an
entry-level position with a mining company, purchasing a
home is not likely his or her first thought. The most immedi-
ate response to a new influx of money is typically to alleviate
pent up consumer demand; that is, they buy things that
were previously unaffordable. At best, the higher income
could result in an increase in rent paid for a public housing
unit. This is a small gain for the housing corporation, but one
that must be accepted, at least initially. It will be many years
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before families create enough savings to look at home own- new Framework for Development acknowledges the com-
ership as a viable option. plexity of economic development, which requires innovation

Residential developers share the same risk. A mine with a and adaptation.

projected life of 10- or 15-years where the local employees
are filling the lower paying positions does not justify invest-
ing in a multi-million dollar residential development with a
20-year payback period. It is more common for developers
to look for government support before building; in other
words, the private sector sees greater value in building pub-
lic or staff housing units than building units for the private
homeowner.

Like other aspects of development, ending the crisis in hous-
ing will be as much about wholesale changes to how
Nunavut fosters greater financial wellbeing, human capabili-
ties, and social inclusion alongside its economic opportuni-
ties as it is about filling gaps in the housing continuum. And,
like other areas of Nunavut’s development, the investigation
into possible solutions must start with the system that has
led Nunavut to its current state. Surely there are other mod-
els and innovations that Nunavut can experiment with. The

Housing First

It is worth considering other approaches to addressing
housing and homelessness. Housing First is one such ap-
proach. Its proponents believe that an individual who is
homeless or faces social, medical, mental health or phys-
ical challenges in securing a permanent home will re-
spond to treatment better if their housing needs are
dealt with first. For these individuals, safety and security
is the number one issue that must be addressed. Housing
First establishes this safe and secure environment, lower-
ing the health and social costs over the long term.

Housing First it is not necessarily a cheaper route to take,
at least not initially. Its claim is that dividends are paid
out in the long run by reducing the number of people in
need of the highest cost forms of shelter and that this
approach improves the chances that upward movement
in housing is permanent.

Housing First is still a needs based program and is equally
unaffordable as Nunavut’s current approach simply be-
cause the need is so great. However, it does offer an al-
ternative. Even if this is not the right choice for Nunavut,
a positive outcome from such an investigation would be
the recognition from within Nunavut that change is
needed.
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6.3 SOCIAL INCLUSION

Social inclusion is a complex concept with many different
elements. It can be described as the strength of connection
between people, community, government, and institutions.
Some would call this the social fabric of a community and
would draw a direct link between it and the concepts of so-
cial cohesion and trust.

Inclusion (cohesion and trust) is an essential element in
creating a complex system of development that is adap-
tive and innovative and is allowed to evolve over time.

Social inclusion is relevant at all levels of society. For exam-
ple, success for small non-government organisations de-
pends on a close association with government and
increasingly with industry. Social inclusion between the
Government of Nunavut, Nunavut Tunngavik Incorporated,
industry associations, and other non-profit interest groups is
needed to create, implement, and test processes that are
designed to advance the development of the territory.

Some find it easier to understand social inclusion as being
the opposite of social exclusion, which is the process of
marginalization through barriers to participation in econom-
ic, political, civic or cultural life. The viewpoint put forward in
the report Understanding Poverty in Nunavut was that social
exclusion is a cause of and can increase the extent of pov-
erty. Exclusion prevents an individual or family from access-
ing opportunities and limits their ability to affect change.

Still others see social exclusion as the result or outcome of
numerous social and economic factors. Poor education,
health, housing, labour force participation, social assistance,
and poverty combine to give rise to social exclusion
(Government of Yukon 2010). In this instance, the measure
of exclusion incorporates the same variables used in this
Outlook to measure quality of life.

It is interesting to learn that the connections between well-
being, poverty, and social inclusion are so intertwined that
different researchers use identical data to describe these
three outcomes. There is no doubt that the causality goes in
all directions between these three concepts.

Poverty and wellbeing were described earlier as being at
opposite ends of the quality of life spectrum, with social
inclusion being absent at the bottom end and prevalent at
the upper end. This definition makes social inclusion a re-
vealing measure of the state of development.
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The importance of cohesion and trust is elevated in the
new Framework for Development. Establishing a com-
plex, innovative, and adaptive system requires tremen-
dous cooperation. But it doesn’t mean that a consensus
forms around every decision. There will always be dissen-
tion between economic growth and environmental pro-
tection (for example). A desirable system would include
mechanisms to debate openly and fairly, it would ensure
full disclosure of available information, and decisions
often include elements of compromise. But more im-
portantly, in a complex system, all agents are working
toward the same goals in terms of greater freedoms,
quality of life, and happiness. Any and all decisions must
be judged against these ultimate goals.

One of the challenges with social inclusion is in measure-
ment. Most of the concepts such as social fabric or strength
of connection between system agents are intangible. How
can we know if citizens, governments, and industry are
working well together? Sometimes the lost connection is
between two departments of the same organisation or be-
tween two organisations that share almost identical goals.

People will naturally form their own opinions regarding how
these systems are operating. The Qanukkanniq? GN Report
Card was very clear in showing that Nunavummiut don’t
think their connection with government is very strong
(North Sky Consulting 2009). But beyond qualitative data
and personal opinion, there are only loose proxies such as
crime statistics, voter turnout, volunteerism, and migration
to gauge the state of a community’s social fabric and such
things as MOUs or political statements to determine the
strength of connection between organisations.

More and more, researchers and analysts have taken to
studying inequalities as a means to quantify social inclusion
where unequal distribution of income is a signal of poor so-
cial inclusion. Inequality is also used as a direct measure of
community wellbeing, with wider inequalities being linked to
less favourable development outcomes.

This approach could work for Nunavut. If one believes that
social inclusion in Nunavut has deteriorated, then the in-
come inequality described in Chapter 6.1is proof.

Rather than revisiting those income inequality statistics, this
chapter is used to discuss how inequalities form and what
policies can affect them.
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6.3.1 Economic Differentiation

Nunavut will need a strong, vibrant economy if it is to
achieve a high quality of life. Regardless of whether one is
most concerned with job creation, poverty reduction, hu-
man development, environmental protection, or income
equality, a strong and vibrant economy is a part of the solu-
tion. However, the manner in which the economy grows is
just as important as the rate at which it grows.

A strong and vibrant economy is a part of the solution
regardless of whether one is most concerned with job
creation, poverty reduction, human development, envi-
ronmental protection, or income equality,.

The discussion in Chapter 3 touched on the nature of eco-
nomic growth: there are no guarantees that economic
growth will affect everyone equally, and indeed, it rarely
does. Growth can actually come at a net cost to society. It
can take away freedoms, remove natural resources without
appropriate compensation, and widen inequalities. For these
reasons, we concluded that society should not focus simply
on growing the economy. How it grows and the benefit it
delivers is also important.

Some income inequality that flows from economic change
can have a positive influence on a society where it is reflect-
ing differences in individuals’ responses to equal incentives
or opportunities, and is thus consistent with efficient re-
source allocation. That is, the benefits are flowing to those
that truly deserve them, rather than on the basis of ethnici-
ty, gender, family name, or political or religious views. Peo-
ple must be able to see that mechanisms are in place that
will allow them to participate in the future and that the new
economy’s growth will last long enough for these mecha-
nisms to work.

However, in cases where inequalities grow too large (the
tipping point for inequality seems to be dependent on a so-
ciety’s stage of development, with highly developed econ-
omies being more tolerant of income inequality) or citizens
view the distribution of benefits as being unfair, the rising
inequality can become a destructive force on growth and
development.

Highly unequal distribution of income and wealth causes
social tension and increases political instability. Attempts to
redistribute income can come under attack by the rich
through lobbying efforts and voting power that reinforces
or encourages inefficiencies. It was mentioned earlier that
money affords families numerous freedoms and that the

Income inequality is not only a problem for developing
economies. It is, in fact, a growing concern across the
industrialised world, including right here in Canada. From
the mid-1970s to about 1990, Canada’s real gross domes-
tic product grew on a consistent basis outside the reces-
sion in the early 1980s. During that time period, there
was very little gain in average real wages. The economy
continued to grow from the mid-1990s until the 2008
recession, coinciding with strong growth in labour
productivity. However, it was again the case that middle-
class families in Canada saw their average real incomes
stagnate. Behind the scenes, there was a shift in the dis-
tribution of labour income toward the highest income
earners, and a shift in the distribution of business earn-
ings away from labour income and towards profits
(Russell and Dufour 2007).

absence of money all but eliminates them. A vicious cycle is
created for those poor families because they have no power
to alter their situation and no voice in affecting change
(Thorbecke and Charumilind 2002).

Economic growth does not have to produce these types of
results. There are situations where economic growth actual-
ly promotes broader development within a society and can
lower income inequality. This is a case where growth in GDP
goes beyond increased production and influences how soci-
ety interacts (Friedman 2005). It could be described as a pe-
riod when social inclusion strengthens through increased
cooperation and trust.

Those who profit from the economic growth gain a vested
interest in seeing it continue. The preservation of their new
and higher incomes and standard of living become inextri-
cably tied to the continuation of the economic expansion.
This is especially true for new entrants into the economy
because their relative position in society will have improved
the most—and in times of great economic expansion the
number of new entrants can be significant.

These “champions” of the new economy will promote poli-
cies that ensure its continuation and in doing so preserve
their own new wealth. These policies often involve the dis-
tribution of opportunities and benefits in order to create
more champions. This has important implications for the
reduction of racial and gender barriers and other attitudes
of intolerance, and can result in significant political and so-
cial progress (Friedman 2005).
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Where economic growth is absent, real incomes can
stagnate and even deteriorate. During such times, peo-
ple become financially insecure, more close-minded, and
less tolerant toward outsiders. The benefits of greater
inclusion are not obvious to persons who feel their
standard of living and relative position within society is
threatened. In these times, positive social change is diffi-
cult and perhaps even impossible to attain since those
wielding the most power become fixated on economic
issues and their own financial security (Friedman 2005).

Putting these theories into the context of Nunavut, there
are some obvious challenges. The economy needs skilled
and experienced workers to fill positions in public admin-
istration, health, education, construction, fishing, and min-
ing. Nunavummiut with those particular skills or the means
of acquiring them are finding success. Nunavummiut with-
out these skills and without the means to acquire them are
losing out. The rising inequality demonstrated earlier is one
result.

A critical point here is that this potential evolution in an
economy will not simply happen on its own. If it did, Inuit
would have seen greater outcomes from Nanisivik, Polaris,
and Lupin Mines.

It is widely accepted that the market will not promote hu-
man development or social change on its own since it places
no value on social welfare (despite benefiting from it a great
deal). Therefore, public policy matters; that is, what matters
is not simply economic activity, but rather the policies that
give rise to it (Stiglitz 2005). Relevant and progressive poli-
cies can play an important role in improving the fairness and
durability of the economic growth, and can bring about
greater and more meaningful labour force participation. This
is how economic differentiation can affect quality of life.

6.3.2 A New Focus for Organisational Capital
Development is not simply the achievement of some great
end where people’s lives are better and they are happier;
that is, it is not simple the summation of wellbeing of all
people in an economy (Barder 2012). If this were the case,
one could dream up an endless number of unsustainable and
inefficient solutions to achieve this end. Development is in-
stead a state where people, firms, and institutions interact in
a way that sustained progress towards this end is achieved.
This turns development into a characteristic of how agents
interact.

2013 NUNAVUT ECONOMIC OUTLOOK

Throughout this report, many of the measurement tools
used to evaluate progress have shown unequal results. We
can conclude that Nunavut’s systems do not have the devel-
opment focus that they should. They must be capable of
understanding and embracing the complexities within
Nunavut’s developing economy.

How can Nunavut bring this focus to its systems? Western
culture has been one where, in the face of complex prob-
lems, we look to leaders to set out a grand vision, experts to
draw up a detailed plan of action, and gurus to provide an
infallible solution (Harford 2011). It is an engrained approach
to planning that we design complicated programmes and
track milestones as they are implemented.

Self-organising complexity requires far greater input from
local knowledge holders. This doesn’t abolish a leader’s vi-
sion, planning, or the advice of knowledge holders, just that
the solution must reflect and accommodate the strengths
and weaknesses and stage of development of the agents
within that system. Adaptation works by making small
changes, observing the results, and then adjusting—
innovate, experiment, test, and adapt (Barder 2012). It can
be a slow process, requiring many years to bring real inte-
gration (more complexity) to a system. In that sense, it is an
evolutionary approach that looks to string together hun-
dreds of small, positive steps.

Learning to view development as a complex, adaptive sys-
tem, understanding the types of connections that must exist
between the different agents, and knowing that these sys-
tems are built through continual, small-scale adaptation and
innovation helps to explain why past efforts in economic
development have failed to deliver tangible development
outcomes. It also highlights just how much change is needed
to reorient Nunavut’s approach to one focused on develop-
ment.

This represents a new kind of investment in Nunavut’s “or-
ganisational capital.” It calls for more effort in aligning what
are clearly different approaches to growth and development
amongst Nunavut stakeholders, and gaining consensus on
how to fund initiatives and on how progress will be meas-
ured. If communities are to be trusted knowledge holders
and decision makers, the manner in which governments
support and interact with them will change. This model has
communities bearing a lot more risk than they do with the
current process-driven funding models. Similar to govern-
ment, a focus on development represents a dramatic
change in how communities function. The increased respon-
sibilities will require support in terms of finances, human
capabilities, and cohesion.
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6.4 SUSTAINABILITY

Sustainability is an important component in a society’s quali-
ty of life. There are several ways to integrate the subject into
the research and analysis. One method is to include it as part
of each topic; that is, discuss sustainability in terms of finan-
cial wellbeing, human capabilities, and social inclusion, and
as a part of the economic analysis in Chapter 5. Another
method, the one adopted in this year’s Nunavut Economic
Outlook, is to look at sustainability as its own measure of
quality of life in order to deal with specific issues where sus-
tainability is the central concern.

Two topics are investigated for this chapter. The first is the
sustainability of the subsistence economy in Nunavut. It of-
fers Inuit a viable, productive alternative to full-time em-
ployment in the wage economy. Subsistence activities offer
Inuit a means to mitigate any shortfalls in financial wellbeing
by providing nutrient-rich food, material for clothing, and a
potential source of income. These practices provide a direct
link to Inuit culture, offer opportunities for skills develop-
ment, connect Inuit to the land, and promote stronger
communities and social inclusion through sharing. In the
Nunavut Health Survey, 90 per cent of respondents said
they believe it is important or necessary for them to be able
to go out on the land (Inuit Health Survey for Adults 2011).
This is a unique circumstance in Canada and indeed for much
of the world.

Beyond the practical importance and cultural and spiritual
connection that land-based activities provide, it might influ-
ence out-migration by slowing the pace of deruralisation. In
this sense, sustainability takes on a literal definition in Nu-
navut. A collapse of subsistence activities would be cata-
strophic, affecting financial and social elements of quality of
life and bringing increased poverty to some communities.
Sustainable communities is the second topic discussed in
this chapter.

6.4.1 Benchmarking Subsistence Economic Activi-
ties
Studying Nunavut’s subsistence economy from the perspec-
tive of economic growth or quality of life presents some
challenges. Data limitations on participation and production
within the subsistence economy mean that its study must
rely on indirect or circumstantial evidence. Economic data
associated with traditional economic activities such as total
output (e.g. number of caribou harvested), cost (e.g. total
dollars spent in harvesting caribou), and productivity (e.g.
time and money spent on a per animal basis) are not known.
Instead, a lot of what is known is based on scientific re-

search of the stock (or supply) of animals and fish, and some
research findings on the consumption (or demand) for these
products.

For example, scientific research on caribou has increased
significantly over the past decade and is providing more ac-
curate data on the supply conditions of various herds. This
doesn’t say anything about the number of animals harvest-
ed, however. Production data of this nature is purely anec-
dotal. Annual harvest numbers have a lot to do with the
migratory route taken by caribou, with more animals har-
vested in years when the herd travels closer to a community.
And in years when this does not happen, the cost per animal
rises significantly in part because of the greater distances
travelled and in part because the success rate of the harvest
declines.

Efforts to benchmark subsistence activities highlight the
need for better data within and across Nunavut. Without the
data, catastrophic events such as the closure of a caribou
harvest would not be understood from a sustainability con-
text.

Note that the discussion is focussed on caribou, but this
methodology could be applied to other species consumed
including seal, whale, birds, and fish where the data are
available.

6.4.1.1  “Supply” of Caribou

Table 6-13 contains the name and status of caribou herds in
Inuit Nunangat as reported in 2010 (Gunn, Russell and Eamer
2011). At the time this report was released, 9 of the 17 herds
identified across northern Canada were said to be decreas-
ing, 3 were stable at a low population level, and 2 were in-
creasing.

The status of some of these herds has since changed. New
research and more acceptance of Inuit knowledge is bring-
ing new evidence to the debate. For instance, in 2011, a study
discovered that the Beverly Herd, previously thought to be
on the verge of extinction, had relocated north of its previ-
ous range. The same study found other herds, including the
Cape Bathurst, Bluenose-West, Bluenose-East, Bathurst,
Beverly, Qamanirjuaq, and Lorillard barren-ground subpopu-
lations were “robust” — and not near extinction (Nagy
2011). This particular finding is one of the few that has shown
herd sizes are improving.

A study of the South Baffin Island caribou population found
that the downward trend for that population was much
worse than previously thought, estimating the current num-
ber of animals to be between 1,065 to 2,067 (95% Cl)
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Table 6-13
Herd Name Direction of Change
Porcupine Increasing
Cape Bathurst Stable at low population
Bluenose West Stable at low population
Bluenose East Increasing
Bathurst Decreasing
Dolphin and Union* Stable at low population
Ahiak** Decreasing
Beverly Decreasing
Qamanirjuag* Decreasing
Lorillard unknown
Wager Bay unknown
Peary Decreasing
Southampton Island Stable at mid to high
North Baffin Island** Decreasing
South Baffin Island* Decreasing
Leaf River* Decreasing
George River Decreasing
Notes: Not all herds enter Nunavut. * Under study; ** Preliminary data
Source: Gunn, A., Russell, D. and Eamer, J. 2011. Northern caribou popu-
lation trends in Canada.

(Jenkins, Goorts and Lecomte 2012). Estimates of this popu-
lation of caribou made in the 1990s determined there were
between 60,000 and 180,000 animals at that time.

In stark contrast to the trends reported in 2010 and shown in
Table 6-13, the Southampton Island herd is now believed to
be on the verge of extinction. This happened once before in
the 1950s. Caribou were reintroduced in 1968 and the herd
grew to 30,000 by 1997. Scientists from the Government of
Nunavut reported that by June 2011, a combination of over-
harvesting (in large part for commercial purposes) and dis-
ease has reduced the herd to just 7,800 animals (Campbell
2012).

6.4.1.2 “Demand” for Caribou

The demand for traditional foods is more difficult to assess
accurately. It is generally thought that the consumption of
country food is decreasing on a per capita basis, however,
total demand is harder to assess given the influence of a
growing population. Recent country food markets in Iqaluit
have been popular, which could be a reflection of rising in-
comes from the Inuit population that have migrated to
Iqaluit for the purpose of employment and don’t have the
opportunity to participate in harvesting activities them-
selves. It could also be a reflection of the declining South
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Baffin caribou population, which is forcing Inuit, who would
normally harvest their own animals, to seek other means to
acquire caribou meat. These markets are not regulated in a
way that will produce good data, but could become a source
of anecdotal evidence of demand and pricing.

An intercommunity transportation subsidy for traditional
foods was introduced shortly after the Nutrition North pro-
gram replaced the Food Mail program and is reportedly very
popular. The airlines have not released the corresponding
data, but have said shipments of traditional foods tripled
almost immediately after the new rates were introduced. It
is thought that much of the food being shipped is between
family members; however, the subsidy has made small-scale,
unregulated, commercial operations viable where Inuit sell
caribou over the Internet. The benefit is Inuit in regions
without its own source of traditional food or where the
source is depleted have access to this nutritious food. Ship-
ments of traditional food also provide a source of income
for sellers.

The cost however is the stress placed on herds that might
not be able to sustain the increased harvest. In a report pre-
sented to the Nunavut Anti-Poverty Secretariat, scientists
from the Government of Nunavut said in respect to conser-
vation and sustainability they did not favour the idea of as-
sisting communities in purchasing caribou meat from
harvesters (Giroux, et al. 2012).

Clearly, there is an increase in demand for country food
amongst a segment of the Inuit population. Some of the
evidence is pointing to intra-territorial migration and rising
personal incomes as the reasons for the demand. Whatever
the reason, a new market for country food is being born. As
the number of buyers increase, we should expect to see a
rise in price followed by an increase in active suppliers. The
idea of professional hunters has not been widely supported
across Nunavut in the past, but it could be a part of the terri-
tory’s future. The absence of regulation could one day be-
come a problem, especially with regard to food safety.

In Chapter 4, it was reported that Nunavut’s population
could rise by as much as 14,400 in the next 20 years. There
was some pondering over what impact that population will
have on the demand and supply of country food. In this
chapter, we are learning that the demand is going up. We
are also learning that the supply might not be.

By contrast, numerous studies over the past decade on Inuit
diet are finding country food consumption amongst Inuit is
declining, especially amongst younger Inuit.
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e Astudy looking at nutrition and food consumption in
Nunavik found that traditional foods supplied 16 per
cent of total calories in comparison with 84 per cent
supplied by store-bought foods. The contribution of
traditional foods to energy intake was higher among
older Inuit (28%) than among young people (11%)
(Blanchet and Rochette 2008).

e Astudy conducted in 2010 in the Kitikmeot region noted
the rapid nutrition transition currently underway within
the Inuit population putting it at high risk of chronic
disease (Hopping, et al. 2010). The study found
inadequate consumption of dietary fibre, calcium,
folate, and vitamins A, D, and E by 60 per cent to 100 per
cent of all men and women.

e Astudy on the changing dietary patterns and body mass
index in Canadian Inuit communities between 1998-99
and 2007-08 concluded there was a significant decrease
in energy contribution from traditional food and a
significant increase in market food consumption over
time. Sugar-sweetened beverages, chips, and pasta all
increased as percentages of energy [calories]. At the
same time, the body mass index rose in women and in
each age group studied (Sheikh, et al. 2011).

How can we reconcile the two findings? Demand for country
food is going up within one segment of the population while
the consumption of country food is declining in another.
Perhaps the two will balance out, but probably not. Both
trends need to be followed closely and any policy interven-
tion should be given careful scrutiny to ensure it doesn’t
inadvertently test the sustainability of Nunavut’s country
food supply.

In the original Nunavut Economic Outlook, there was a dis-
cussion on the future of the traditional economy as the terri-
tory grew and increased its level of industrialisation. The
thoughts at that time were that this particular economic
pursuit would not be one where growth would occur, but it
was a productive option for Nunavummiut until such time as
the wage economy grew enough to offer everyone a job,
should they want one. But even at that time, there were
some concerns expressed over the future viability of some
country food sources and that increased pressure from a
rising population would jeopardise some aspects of the non-
wage economy. Twelve years later, there are 8,000 more
people living in Nunavut, most of whom are Inuit, and there
are numerous reports that caribou populations have de-
clined or their migratory patterns are taking them further
and further away from existing communities.

What does this do to the sustainability of communities? In
particular, what will the impact be on communities that are
not regional centres, do not have decentralised government
offices, are not in close proximity to a resource development
project, and have been shown to have high rates of poverty
and food insecurity? These factors can test the sustainability
of a community in a very literal sense if it results in some
residents looking to migration as a means to escape the ab-
sence of productive options in either economy.

A loss or sharp decline in subsistence activities and coun-
try food sources would test the sustainability of some
communities in a very literal sense.

6.4.2 Sustainable Communities

Sustainable communities are places where people want to live
and work, now and in the future. They meet the diverse needs
of existing and future residents, are sensitive to their envi-
ronment, and contribute to a high quality of life. They are safe
and inclusive, well planned, built and run, and offer equality of
opportunity and good services for all (Government of the
United Kingdom 2003).

Some of these elements of a sustainable economy will be
tested in communities facing rapid economic growth
brought on by a major project. They highlight the need for
added collaboration where agents are able to work together
and adapt to a changing environment. Three such concerns
include the implications of a Fly In/Fly Out (FIFO) work rota-
tion on a community, the implications of a rapid increase in
personal disposable income, and the impacts from a large
influx of migrants.

The two-week rotation employed by mining companies
throughout the world is hard on families and is not suitable
for everyone. The stresses on family can create many prob-
lems. Without some form of child support (or daycare), FIFO
work all but eliminates the chance for one’s spouse to work,
which can cause financial problems, resentment, and bore-
dom. Agnico-Eagle Mines noted that extramarital affairs,
tension between couples, and jealousy affect its Meadow-
bank Mine staff (Agnico-Eagle Mines 2012). These actions
and feelings can have terrible consequences that include
substance abuse, violence against women, and sexual as-
sault. From the mine operator’s perspective, problems with
relationships are a constant source of absenteeism and
turnover. The FIFO work also has broader effects on a com-
munity. At any given time, it could mean that 50 to 100 men
are absent from the community. This can result in a gender
imbalance that is a source of problems.
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In Australia, where FIFO work is common, communities
have created an integrated network of support groups.
These groups serve two key functions. The first is purely
social. FIFO work creates loneliness within families. Sup-
port groups organise family events of all kinds to in-
crease community and family spirit, to create
opportunities for FIFO families to get together, share
stories, and establish friendships. The second is house-
hold support. This can include financial advice for when
money questions arise and a family member, who would
not normally do so, must make a financial decision. It
includes support for household maintenance. Learning
sessions are organised to teach spouses how to take care
of simple plumbing, electrical, or automotive issues that
might occur while their partner is away. It includes par-
enting support by offering courses on childrearing, by
helping families find daycare, and creating ride share
programs to get children to and from school.

Not all of these examples apply to a Nunavut community.
But they do offer evidence that proactive options exist
and that they work. How such programs could be devel-
oped and how they would function in Nunavut is some-
thing for the community to decide, but there is strong
evidence that these groups are effective in combating
the ill effects of FIFO work (Impact Economics 2013).

A second threat for a sustainable community stems from the
large influx of disposable income into a community that can
be disruptive if and when people make poor choices with
that newfound wealth. For the most part, the discussion of
mismanaged money revolves around the excessive con-
sumption of alcohol and drugs, gambling, and frivolous
spending. These acts can be devastating to the individual,
their family, and community. It can spark violence, theft,
jealousy, and the destruction of property. Communities
must respond with increased policing, shelters for women
and children, and social services. But these reactions are
expensive to the point of being unaffordable and don’t do
anything to address the negative behaviour. It is also often
the case that these responses come too late.

A third pressing concern is the influx of people. A large in-
migration can disrupt a community, it can effect the cultural
balance, create rifts between community members, can
highlight inequalities, and can place tremendous strain on
community infrastructure, including housing.

These three issues, the introduction of FIFO work, a sudden
rise in disposable income, and greater in-migration are pre-
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sented as potential challenges in creating sustainable com-
munities. But all of these issues, more work, more money,
and more people, are also critical elements in growing a
community’s economy and its financial wellbeing, and offer
a means to invest in other development areas. Remember
that a vibrant economy is a necessary element in a society’s
overall quality of life. But as was also highlighted throughout
this report, a growing economy cannot be left alone to pro-
vide these benefits, just like a community cannot ignore is-
sues that threaten its sustainability in hopes that it is
somehow immune to the negative outcomes.

Creating an environment where a growing economy brings
positive outcomes to a community requires actions that are
virtually identical to those needed to fend off potential
threats to the community’s sustainability. Understanding
the nature of the opportunities and threats and establishing
a proactive approach to dealing with them are necessary
conditions in creating a sustainable community.
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7 ECONOMIC GROWTH

Key Highlights

Economic growth is the means to achieving a high and sustainable quality of life. A forecast of future economic
activity can thus be an important part of a society’s development plans. It sets the parameters from which it can
improve financial wellbeing, human capabilities, social inclusion, and sustainability.

In Nunavut, the growth of population is important, not only because it establishes many of the future demand
and supply conditions within the local economy, but because a majority of its government’s revenues are gen-
erated from transfers from the federal government that are based, in part, on population growth.

The growth path of Nunavut’s GDP will be shaped by the introduction of large resource development projects
over the next several years. On average, GDP could grow between 4 per cent and 5 per cent during that

timeframe.

One of the problems with using GDP as the measure of economic progress is that it hides important changes in
the economy that occur at the same time as the start up or completion of a major project.

There are several important construction projects that will make important contributions to Nunavut’s economy
in the next five years, but will barely register when set beside the Mary River or Meliadine projects. Similarly,
important advances in fishing, tourism, and the arts sector cannot be fully appreciated through an analysis of

their contributions to GDP.

7.1 AN ECONOMIC FORECAST: DO WE NEED
ONE?
The Nunavut Economic Outlook has always concluded with a
prediction for economic growth based on a detailed assess-
ment of population, industrial opportunities, spending in-
tentions of the public and private sector, and investments in
human, social, natural, and physical capital. The result was a
single time series depicting the future growth path of GDP.
This is very much the traditional approach.

With the introduction of a new Framework for understand-
ing and measuring development, including a traditional
forecast of GDP should be reconsidered. One of the issues
with ending each Outlook with an economic forecast has
been that it presented a future that conflicted with some of
the findings from the research. This is not because the fore-
cast was inaccurate, in fact, as economic forecasting goes;
the Nunavut Economic Outlook has a good track record. The
conflict was between the often-poor results found in the
investigation of progress in the four forms of wealth-
generating capital and the generally positive results from
the investigation into Nunavut’s potential economic growth.
It was too easy to conclude that the poor socio-economic

conditions would be resolved once the economic potential
was realised. It effectively turned concern into optimism
despite the absence of any clear instructions on what
Nunavummiut could do to make this transformation happen.

The new Framework erases any temptation for such distrac-
tion by focusing squarely on the goals of development. This
Outlook has presented material in a manner that should help
facilitate this new focus. It is clear from the sector analysis in
Chapter 5 that opportunities for economic growth exist
throughout Nunavut. There can be some debate perhaps
regarding the timing of some projects and exact pace at
which growth will occur. But by in large, there should be a
consensus on the majority of opportunities for Nunavut’s
future economy as presented. This is not to say Nunavut’s
economy can be ignored. After all, most of the opportunities
are not yet realised. But, if a consensus can be established
on the main components of Nunavut’s economic future, it
allows us to focus more intently on how the territory might
innovate, experiment, test, and adapt to these opportuni-
ties, ultimately turning economic growth into a high and
sustainable quality of life.
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It remains important that a forecast of the economy is in-
cluded as part of the research into Nunavut’s progress.
Where the economy will grow and by how much establishes
the means from which Nunavummiut can reach their goals.
What changes, however, is the way the forecast is present-
ed. As a tool for measuring development, it is less critical to
predict the precise growth path of GDP. We still need to
know some of details though:

e The trends in underlying growth factors;

e The size and timing of major projects;

¢ Any significant investments in infrastructure being
planned by the public or private sector;

e Any opportunities for growth in the different sectors
within the economy; and

e  Any risk factors that might affect the future economy.

In this chapter, the important details regarding Nunavut’s
future economy are laid out. Demographic projections from
Chapter 4 are summarised to establish the underlying popu-
lation growth for the territory. The major projects described
in Chapter 5 are then reintroduced to establish the economic
events that will alter Nunavut’s underlying growth path. The
known infrastructure projects are also reintroduced, as are
the opportunities throughout Nunavut’s economic sectors.
Together, these details help to form a clear understanding
of Nunavut’s economic growth. The final section brings the
discussion back to one focussed on development. How can
this economic growth help the territory and its citizens
reach their ultimate goal of a high and sustainable quality of
life?

Major projects alter the path of GDP by so much that any
great success or failure in other sectors of the economy
goes unnoticed by this measure. A doubling or tripling of
activities in tourism, arts, or fishing would barely register
if they were to occur the same year a mining company
spends a billion dollars on construction. It also doesn’t
help in understanding the regional nature of this growth.
GDP hides too many important stories to rely on it exclu-
sively.

2013 NUNAVUT ECONOMIC OUTLOOK

7.2 LONG-TERM ECONOMIC GROWTH AS A

FUNCTION OF POPULATION GROWTH
Population growth is the most important variable in as-
sessing long-term economic growth. The size of population
gives a sense of such things as future consumer demand, the
changing demand for public infrastructure and services, and
the size of the potential labour force.

In Nunavut, the importance of population growth is empha-
sised by the fact that 90 per cent of government revenues
are generated through transfers from the federal govern-
ment that uses population growth as a key variable in de-
termining the amount to be transferred. Add to this the fact
that government spending constitutes the largest compo-
nent of Nunavut’s domestic economy, and one can see that
understanding long-term, underlying, economic growth in
Nunavut comes from an understanding of population
growth.

In Chapter 4, the predictions on population were assessed in
terms of six scenarios that differed according to fertility
rates and migration (see Table 7-1). The variation in these
two variables was kept reasonable in order to generate
plausible results. The range of possible population growth
scenarios was from a low of 44,525 to a high of 49,113. The
average of these scenarios would see the total population
grow to approximately 47,000, which represents a 35 per
cent increase from 2013 or a 1.5 per cent annual growth
(compounded annually), equal to almost 12,300 more
Nunavummiut by 2032. Figure 7-1 depicts what the distribu-
tion of this increased population would look like. Figure 7-2
shows the annual growth in population from 1999 to 2032
using the average of the six scenarios, which forms the basis
for Nunavut’s long-term, underlying growth.

Table 7-1

Population Scenarios, Total population by 2032 ‘

Fertility Rates

Migrati Declineto 2.6  Decline to 2.2

igration

g Unchanged by 2032 by 2032
Zero Net 1 8,02 6,746
Migration 49,113 40,023 46,74
Historical

48,193 45,765 44,525

Average
Source: Canadian Institute for Health Information
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Figure 7-1
Distribution of Nunavut’s Population, 2013 and 2032
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Source: Statistics Canada CANSIM Table 051-0001 and Impact Economics.

Figure 7-2
Population Growth, 1999 to 2032
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ics.

7.3 OPPORTUNITIES FOR ECONOMIC GROWTH
The analysis of economic conditions and opportunities pre-
sented in Chapter 5 provides a detailed description of key
elements in Nunavut’s economic future. The biggest eco-
nomic events (if measured by dollars and cents) that are
most likely to occur within the next five years include the

Mary River Iron Mine (Early Revenue Project) and the
Meliadine Gold Mine, and the closure of the Meadowbank
Gold Mine. A summary of the relevant mining numbers is
presented in Table 7-2.”'

The growth in terms of GDP created by these projects was
added to the underlying growth assumed from the popula-
tion projections. The result is the economic growth scenario
depicted in Figure 7-3.

The figure does not represent a definitive prediction of the
future growth of Nunavut’s GDP. It is one scenario amongst
many. It does however demonstrate the magnitude of
change that would result from the three mining projects
proceeding according to the timetable shown in Table 7-2.

The major infrastructure projects described in Chapter 5
were then added to the new growth path. This included
CHARS, the Iqaluit International Airport, and the Nanisivik
Naval Station. Spread out over a number of years, they will
cause GDP to grow by $10 to $35 million in a given year.

! The figures contained in this table are meant to be general. The start date
for Meliadine is not known. The spending and employment are estimates
based on company documents and knowledge of similar projects elsewhere.
GDP estimates are based on historical gross output to GDP ratios.
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Table 7-2
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A Mining Scenario for the next five years

Mine Start Date Spending' Employment’ GDP'
Mary River Construction (Early Revenue Phase) 2013 $740 million 750% $245 million
Mary River Production (Early Revenue Phase) 2015 $100 million 420% $40 million
Meliadine Construction 2016 $1 billion 1,500 $350 million
Meliadine Production 2019 $350 million 700 $125 million
Meadowbank Closure 2018 ($350 million) (675) ($125 million)
Mary River Construction (Full Project)® 2015 $4+ billion 2,000+ $1 billion
Mary River Production (Full Project)? 2019 $400 million 950 $175 million
Notes: 1) Spending and GDP estimates during construction are total, whereas spending and GDP estimates for production are average annual. 2) All employ-
ment figures are presented as average annual. 3) Baffinland Iron Mines presented adjusted figures for the original project as part of its addendum to the
Environmental Impact Statement. # the 750 figure represents total payroll, on-site construction jobs will average 600. * the 420 figure represents total pay-
roll, on-site workers are estimated to be 210.

Source: Baffinland Iron Mines, Agnico-Eagle Mines, Impact Economics.

With the addition of the construction projects, a new eco-
nomic scenario is created. In this case, GDP will grow by an
average of approximately 5 per cent annually for the next
five years. The figure helps visualise the relative size of these
projects compared to the new mining projects and the over-
all economy.

The full $4 billion Mary River project was added last. With

Figure 7-3

this project, it is clear that the growth path of GDP will make
a significant turn. The first full year of construction could
cause GDP torise by 15 per cent or more, depending on
what else is going on in the economy that year.

Opportunities for growth in other sectors must also be con-
sidered, but they are more difficult to highlight in a macroe-
conomic forecast that includes several major projects.
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Most other economic activities occur at a relatively steady
pace. New projects replace ones that are ending. The
growth rate fluctuates a little as a result of some projects
being larger or smaller than the ones they are replacing.
Otherwise, the collective growth of these activities will fol-
low closely the growth in population, and is thus captured in
the underlying growth as depicted in Figure 7-3. There are
many examples:

e The size of government’s contribution to the economy
is a function of the transfers it receives from the federal
government which tend not to fluctuate. In addition,
the number of schools and schoolteachers do not
fluctuate all that much and nor does the number of
health care facilities, doctors, or nurses.

e Growth industries such as fishing and tourism have been
making great strides recently, but these improvements
don’t translate into significant impacts in GDP.

e Utilities (power and energy) represent a sizeable part of
Nunavut’s economy when measured by GDP, but the
amount produced each year does not vary by much.

e Residential construction can change year-to-yearas a
result of special-purpose transfers from the federal
government for social housing, but over a 3 to 5 year
time frame, even this component of the economy tends

Figure 7-4
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Source: Statistics Canada CANSIM Table 051-0001 and Impact Economics.

to level out.

e Otherlarge components within the economy, such as
retail trade, are also quite stable, increasing alongside
any gains in labour income.

These economic activities are noted because they all make
important contributions to Nunavut’s economy (see Figure
7-4). For example, it was noted earlier that the tourism in-
dustry employed more Nunavummiut in the past year than
mining and construction combined. It’s just that changes in
their contribution to GDP are too subtle to be meaningful
when measured alongside a billion dollar mining project.

If Nunavummiut in the North Baffin and Kivalliq regions
want to improve their financial wellbeing, human capabil-
ities, social inclusion, and sustainability, they will need to
find a way to make the major projects coming to their
communities work for them. A passive response will not
do. Communities must proactively prepare in order to
positively influence the outcomes in all facets of com-
munity life, whether labour force participation, educa-
tion, preservation of culture, community cohesion, safety
and security, or housing,

7-4 TURNING GROWTH INTO PROSPERITY

What readers should take from this forecast is that Nu-
navut remains a region with tremendous economic poten-
tial, and it appears that the territory is closer than ever to
realising some (though not all) of it. Should the mining sec-
tor grow as outlined, the large construction projects all
proceed as scheduled, and the remaining sectors grow (at
least) as usual, Nunavut’s economy should grow at a strong
pace for several years, averaging 4 per cent to 5 per cent
over the medium term. The full Mary River Project would
cause an additional 15 per cent jump if and when its con-
struction starts.

What does this mean? Until we learn whether it can be
shaped in a way that delivers real consequences for
Nunavummiut, the prediction really doesn’t tell us enough.

A central theme of this year’s Outlook has been that there
shouldn’t be a debate on whether one is for or against eco-
nomic growth. Instead, society should be giving far greater
attention to how the economy is growing and work at cre-
ating real and positive consequences from that growth;
that is growth that is sustainable, that increases living
standards not just today but for future generations as well,
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and that leads to a more tolerant, open society (Stiglitz
2005).

What is a “Strong Economy”” anyway?

It is a favourite term of economists to give a region the
title “strongest economy in the country.” But do the ti-
tleholders really deserve such accolades?

What economists are referring to is the growth rate of
GDP. If it’s the highest of all provinces and territories in
any given year, it gets the title. That’s it. How the econ-
omy is growing, who is benefiting, and what costs are
incurred do not factor into the discussion.

To be given the title “strong economy”, a region’s eco-
nomic growth should really be vibrant (many compo-
nents within the economy are operating efficiently and
productively), the growth should be durable (it should
last for more than a year or two), it should be fair (its
proceeds should be distributed appropriately with the
local region receiving an adequate share), and it should
be moral (it should bring greater social justice, more
openness, less poverty, and fewer barriers to partici-
pate).

Very few, if any, economies can produce all of these out-
comes all of the time. That’s okay. It is very much some-
thing to strive for through policy and planning,
investment, participation, and cooperation. So, instead
of lofty titles like “strong economy,” economic growth
should be described for what it is or at least what it is
intended for—namely, as a means to an end, whether
that end is defined as improved wellbeing, a high and
sustainable quality of life, or simply as greater happiness.

Not every economic activity or output will offer these great
moral consequences, but it is important that a society, as a
whole and in its parts, recognises its role in transforming the
way it functions such that these outcomes are achieved on a
more consistent basis. This is of particular importance for
developing economies because of the absence of adapta-
tion, innovation, and complexity within its system.

Looking at the many different economic opportunities pre-
sented in this year’s Outlook and the different communities
that will be affected by them, there won’t be a single ap-
proach that will enhance wellbeing in all cases. Chapter 6.4
included a discussion on the increased jobs, money, and
people that economic growth brings and how this can be
the catalyst for prosperity for a community, but how it could

2013 NUNAVUT ECONOMIC OUTLOOK

also be the source of great problems. That conversation de-
serves further consideration because it is really a discussion
about turning growth into prosperity.

Looking at how other communities have dealt with sudden
economic change offers a useful starting point (recall that in
Chapter 6.4.2, an example of how Australians are coping
with FIFO work schedules was given). Communities all
around the world and at every stage of development have
endured periods of rapid economic growth. How they re-
sponded and how they faired with the increased jobs, mon-
ey, and people is valuable information for Nunavut
communities that are on the cusp of their own period of
change. At the same time, the solution devised by communi-
ties, governments, and the experts they hire must recognise
the contribution of local knowledge holders and take proper
account of the stage of development of the community. A
so-called cookie-cutter approach doesn’t work and should
be rejected.

For instance, Baker Lake’s successes and failures in their
relationship with Meadowbank offers insight that would be
useful for Rankin Inlet and Pond Inlet in their preparations.
But these three communities aren’t similar enough to think
the model used by one will work for the other. At Nunavut’s
current stage of development, turning growth into prosperi-
ty will require a far more individual, community-based ap-
proach.

At the regional or territorial level, adopting a similar devel-
opment-oriented approach can support a community’s ac-
tions. The Framework for Development introduced in this
Outlook promotes experimentation as a mechanism for sys-
tems within communities and regions to evolve rather than
using outside planning and isomorphic mimicry. As such,
results-based funding models should be promoted over the
current process-based model (Barder 2012). This brings
about the need for greater clarity on a community’s goals,
and demands far better and more detailed monitoring—
both of which would likely offer benefits of their own. It also
requires more responsive government programming.

The idea of promoting experimentation, as suggested by a
results-based funding model, would seem to preclude fun-
ders from subjecting their contribution to appropriate due
diligence. But experimentation does not imply a lack of con-
straints. With funding tied directly to results, we would not
expect wide swings in approach or greater risk taking neces-
sarily. In fact, any aversion to risk at the community level
might have the opposite effect, causing communities to take
greater care when developing a new program to ensure
funding levels are maintained.
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In adaptation theory, experimentation refers to small
changes, observing results, and adjusting through constant
learning. Ineffective or bad changes are suppressed or elim-
inated, while positive or good changes are promoted and
reproduced (Prichett, Andrews and Woolcock 2012). This
could prove a useful approach for Nunavummiut who un-
derstand that major projects will bring pressures to their
communities but are uncertain as to how to prepare for and
then manage them. We simply cannot expect that a plan,
whether introduced from southern Canada, another Nu-
navut community, or even one designed by members of that
community, would work on all fronts without any adjust-
ments or innovations. Allowing for evolution in action plans
within funding agreements makes sense.

Still, governments would initially have difficulty with this
model. Finding opportunities for small pilot projects and
promoting some limited experimentation within govern-
ment programming might be a way to start. Alternatively,
non-government organisations might be better suited to
take a lead role in this experimentation in funding. NGOs
advantage in program delivery has always been their ability
to adjust quickly and easily to changing circumstances—
which actually makes them experienced users of adaptation
theory.

Progress towards greater prosperity when measured by de-
velopment outcomes can be slow, and is certainly slower
than changes in economic outputs. This can be a challenge in
moving public policy toward the development approach. It
necessitates that when opportunities for economic growth
are being evaluated and measurement parameters are being
established, the focus is on those positive or moral conse-
quences (measures of development) described throughout
this report rather than on more traditional economic indica-
tors.

Looking beyond GDP in the study of Nunavut’s progress to-
ward a high and sustainable quality of life has been a central
theme of every Nunavut Economic Outlook since its incep-
tion. If this concept is to be fully embraced, then the new
metrics introduced alongside and in place of GDP should be
applied. Doing so can bring about important changes in the
way growth and prosperity are discussed, which paves the
way for important changes in approach to managing growth
and development, as well as influencing policies, planning,
and funding.

81 | IMPACT ECONOMICS



8 SUMMARY OF NUNAVUT’S GROWTH AND DEVELOPMENT

Key Highlights

The Nunavut Economic Outlook is a report focussed on the development of Nunavut and on measuring pro-
gress toward a high and sustainable quality of life.

The past few years have been good ones for Nunavut’s economy. Turning its economic growth into prosperi-
ty for people and for communities is the territory’s next great challenge.

We conclude that the outlook for Nunavut’s economy is positive, but there is no room for complacency.
Nunavummiut must continue their efforts to build a diverse economy with mining, fishing, tourism, arts, con-
struction, transportation, and science playing important roles.

While there has been an increase in employment levels and average personal income is now in line with the
Canadian average, there are still many Nunavummiut who are not participating in the economy (for a num-
ber of reasons) which has given rise to an increase in inequality. This division between rich and poor can be
observed in numerous economic and social datasets and it is clear that the gap is widening.

Closing this gap presents an overwhelming list of challenges. Nunavut will have to innovate, experiment,
test, and adapt; a process that must be repeated many times over at the community, regional, and territorial
levels. Progress must be measured by the hundreds of small victories achieved in the slow march towards a

2013 NUNAVUT ECONOMIC OUTLOOK

high and sustainable quality of life.

The subtitle of this year’s Nunavut Economic Outlook is
Nunavut’s Next Challenge: Turning Growth into Prosperity.
It suggests that the economic growth challenge has been
met and that Nunavut must now turn its attention to captur-
ing the benefits that will soon start flowing.

There is no doubt that Nunavut’s economy is in a better po-
sition than it was five years ago, and is vastly ahead of where
it was ten years ago, but a word of caution is probably
needed before turning exclusively to this next challenge.

This year’s Outlook contains details on how and where Nu-
navut’s economy will make important gains over the next
several years.

¢  Mining should see two new operations within the next
five years (though it will lose one along the way) and
just beyond that timeframe, there are several other
projects that, under the right set of circumstances,
could be developed.

e Several opportunities in the fishery were described. A
larger quota, more and better equipment, and more
local participation are already adding to the industry’s
success. It still needs some important infrastructure to
bring more of the downstream benefits of the fishery to

Nunavut, however, and an expanded inshore fishery
would further expand its contribution to the prosperity
of Nunavummiut.

Government is not typically seen as a sector from which
economic growth can be achieved, but over the next
several years, a number of major government-
sponsored construction projects will do exactly that.
Together, the construction of CHARS, the Nanisivik
Naval Facility, the Igaluit International Airport, and $100
million for social housing represent a considerable
investment of public money into Nunavut’s
infrastructure.

The tourism industry has a new strategy. It provides a
more focussed approach to advertising, sets out key
areas where product and service development is
needed, and should result in better coordination
throughout the industry, all of which will translate into
tourists spending more time and more money in
Nunavut.

The arts sector and cultural industries actually envisions
its overall production declining in the near future as a
result of existing and potential artists being attracted to
jobs in mining or construction. Stakeholders within the

82 l IMPACT ECONOMICS



TURNING GROWTH INTO PROSPERITY

industry are looking to turn this into a positive by
focussing attention on emerging and master artists and
exploring a growing market for Inuit artists working
with new mediums and on modern themes.

This list of economic opportunities is not complete by any
means, but it highlights some areas where we anticipate
success. There is also no mention of potential threats or dis-
ruptions that could turn the good news story into a negative
one.

In addition to describing the long list of opportunities pre-
sent in Nunavut’s economy, this year’s Outlook contained
cautionary notes on some of the bigger news items. There is
a lot of certainty associated with the forecast, such as the
planned public-sector investments, Baffinland Iron Mine’s
Early Revenue Phase that is now officially underway (though
there remain a few regulatory-type issues to be finalised),
and new allocations in the fishery that were announced in
November. But other important projects lack this level of
assurance. In particular, the world’s mining industry has had
some tough times over the past year or two with the sharp
declines in commodity prices. For the sake of prudency, we
must inject some uncertainty into any advanced mining pro-
ject that is not currently in production or in development.
Stronger commodity prices would eliminate this cautionary
note, but weaker prices would all but cement it in place for
the next several years.

We can still conclude that the outlook for Nunavut’s econo-
my is positive, but that there’s no room for complacency.
Nunavummiut must continue their efforts to build a diverse
economy with fishing, tourism, arts, construction, transpor-
tation, and science playing important roles.

From this analysis of Nunavut’s economy, our attention can
turn to a central theme of this year’s Outlook: the challenge
of making economic growth the means to greater prosperity
for all Nunavummiut, which requires a detailed investigation
into Nunavut’s progress in development.

This investigation was presented in Chapter 6. The analysis
was organised under four measures of development that
were introduced in the new Framework, namely, financial
wellbeing, human capabilities, social inclusion, and sustaina-
bility.

Financial wellbeing means having the financial resources to
live a life fulfilled. Gaining greater financial freedoms is one
of the real consequences of economic growth. The research
looked at employment and income and found a divergence
of fortunes within the population. This division between rich

and poor can be observed in numerous economic and social
datasets and it is clear that the gap is widening.

The income inequality in Nunavut is associated with partici-
pation in the economy. Either you have a good job and are
doing well financially, or have no job or a low paying job and
are struggling to afford of the essentials of life.

The overall number of Nunavummiut with a job was higher
in 2013 than ever before. The unemployment rate has gone
down, while employment and participation rates have gone
up. Overall average personal income across Nunavut is now
in line with the Canadian average. This signals a continuation
in the trend towards more middle-class Inuit families
throughout Nunavut. This is the good news coming from
this year’s Outlook.

More and more Nunavummiut are finding success in their
adaptation to the demands of the growing economy and are
seeing improvements in their financial wellbeing, human
capabilities, and social inclusion as a result. Unfortunately,
this experience is not universal. There are still too many
Nunavummiut who are not participating in the workforce.
Impediments to employment appear to be a combination of
low levels of education, a mismatch in skills, poor mobility, a
welfare trap, and possibly a lack of interest.

These are largely structural challenges in Nunavut’s labour
force and are rooted in discrepancies in human capabilities
and social inclusion.

Human capabilities are those factors that allow individuals to
live lives that are valued, something that is often determined
by decision making and critical thinking and that affect one’s
ability to transform their own resources into improvements
in quality of life.

Social inclusion can be described as the strength of connec-
tion between people, community, government, and institu-
tions. Some would call this the social fabric of a community.
Some find it easier to understand social inclusion as being
the opposite of social exclusion, which is the process of
marginalisation through barriers to participation in econom-
ic, political, civic or cultural life.

Itis at this point in the research that the depth of Nunavut’s
challenge in achieving a high and sustainable quality of life
for all Nunavummiut is revealed. The rising income inequality
is a grave concern not simply because it means some people
are rich while others are poor, but because this financial dis-
parity is really an outcome of widening differences in most
other measures of development. Disparities were found in
human capabilities and social inclusion as measured by edu-
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cation, health, social wellbeing, living conditions, crime, food
insecurity, homelessness, and community cohesion. Even
our brief look into sustainability from the perspective of tra-
ditional Inuit activities and community sustainability re-
vealed that there is an emerging divide between haves and
have-nots within and between communities. Moreover, in-
come inequality is increasingly being recognised as a factor
that can influence economic growth.

How Nunavut can address income inequalities without
unnecessarily or unfairly punishing Nunavummiut who
have successfully adapted their own lives in order to im-
prove their freedoms, quality of life, and happiness is one
of the territory’s great challenges.

This year’s research found the performance of
Nunavummiut in areas of health and education continues to
lag far behind other Canadian jurisdictions. The poor out-
comes in education are particularly harmful given the in-
creasing need for a highly skilled workforce in Nunavut’s
economy. The 2011 NHS showed nowhere else in Canada is
education more relevant to a person’s employment and fi-
nancial wellbeing than in Nunavut.

Housing is a constant challenge for Nunavut and has been
described recently as reaching a state of crisis. Thereis a
high and growing dependency on social housing and there
are numerous gaps in the housing continuum that prevent
upward movement out of social housing. At the root of this
crisis is the fact that too many Nunavummiut cannot afford
shelter.

There are many other examples. This divergence within
Nunavut’s development underpins the importance of estab-
lishing mechanisms that can transform the tremendous eco-
nomic opportunities into opportunities for greater
wellbeing. The challenge is so immense that thinking of a
solution can be overwhelming. This gives evidence to a prin-
ciple in the complexity theory described in this year’s Out-
look. We shouldn’t fool ourselves into thinking that a
solution can be engineered. There is no single great solution
that will solve all of Nunavut’s problems. Nunavut will have
to innovate, experiment, test, and adapt; a process that
must be repeated many times over at the community, re-
gional, and territorial levels regardless of whether the econ-
omy expands or contracts. Progress must be measured and
celebrated by the hundreds of small victories achieved in the
slow march towards a better quality of life.

There is also a need for greater recognition of the complexi-
ty of Nunavut’s challenge in development, and that an
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equally complex solution is required. This doesn’t imply a
complicated approach. In fact, the opposite is true. Com-
plexity refers to the complete integration of stakeholder
actions and support. Success will be found when there is
consensus on how families and communities can be encour-
aged and supported in their adaptation to the economic
opportunities present.

In adaptation theory, experimentation refers to small
changes, observing results, and adjusting through con-
stant learning. This could prove a useful approach for
Nunavummiut who understand that major projects will
bring pressures to their communities but are uncertain as
to how to prepare for and then manage them.

Progress towards greater prosperity when measured by de-
velopment outcomes can be slow, and is certainly slower
than changes in economic outputs. This fact necessitates
that when opportunities for economic growth are being
evaluated and measurement parameters are being estab-
lished, the focus is on measures of development in addition
to traditional economic indicators.

The Nunavut Economic Outlook is a report focussed on the
development of Nunavut and on measuring progress toward
a high and sustainable quality of life. This focus requires that
we look beyond GDP in our assessment. The introduction of
new metrics can bring about important changes in the way
growth and prosperity are discussed which will facilitate
important changes in approach to encouraging growth and
development that will ultimately result in Nunavummiut at-
taining a high and sustainable quality of life.
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