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The NWT has failed to nurture the growth and development of its economy, and as a result, the territory will

experience a major setback where the disadvantaged among us will suffer the most.

The cumulative effects of a weakening economy will cause some people to evaluate their residency. The people who
want to relocate elsewhere and who have the financial means to do so will leave. The NWT Bureau of Statistics (the
Bureau) has estimated in a status quo economy, where there are no major growth opportunities over the next

decade, the population decline could reach 3,200."

For the population that remains, the new equilibrium will be one with lower labour demand and less personal
disposable income. This will trickle down to the business community that will see a drop in consumer spending,

forcing a reduction in the quality and quantity of goods and services available locally.

Stability within the NWT economy has always been dependent on government and it’s spending. Should the
population decline as predicted in a status quo scenario, it will result in a reduction of transfers from the federal
government that will combine with lower own-source revenues as a result of the weakened economy. The Bureau
has predicted the GNWT will suffer a net loss of $162 million in this scenario. With less coming in, there will be less

going out.

The people most negatively effected in this scenario will be those without the freedom of choice, who don’t have the
option to relocate, are unable to retrain or find new work in their community, and don’t have a savings account to
see them through hard times. The population that is today the most dependent on government for the necessities of

life will endure the most hardship.

In a best-case scenario—where actions taken today mitigate a portion of the effects of the pending economic
slowdown—all of the negative effects stated above will still happen. The territory will still endure the effects of a
smaller economy, loss of jobs, out migration, and reduced government spending. The only difference is in the scale
of these effects. And, it must be emphasized, this best-case scenario where the negative effects are partially mitigated

is not the territory’s current path.

What to do? Where to invest? The answers to both questions have been known, at least in a general sense, for over
20 years and have been discussed and debated and discussed some more. Improving access to the territory’s
marketable assets through transportation infrastructure, lowering business costs through such things as power
generation and transmission, creating greater stability and clarity within governance and regulatory regimes, and
most critically, establishing clear and meaningful vision for the territory that can become the basis for purpose-driven
investments and action; the challenge has never been what or where, it has been how and why. How can the
territory’s numerous stakeholders and competing interests work together to enable the creation of a vibrant economy

from which everyone can benefit? Why has the territory collectively failed so badly in this regard?

! Government of the Northwest Territories (2018). 2018 Economic Symposium. Northern Strengths, Northern Prosperity. Appendix G: Economic Status
Quo Scenario: Impacts of Potential Closures of the NWT Diamond Mines. Developed by the NWT Bureau of Statistics. October 2018.



The purpose of this paper is to investigate these questions. How can the territory form some measure of consensus on

its future and why has the territory not been able to secure a better future after 20 years of growth and stability?

There are a different ways to approach the pending crisis and address the questions posed in the Introduction.

Last October, the Government of the Northwest Territories held a meeting of political and Indigenous leaders to
discuss the economic challenges. Their discussions were based on investigative research into barriers to
development, challenges with the diversity of opinion, and what it described as the moral dilemma in choosing

between industrial growth and conservation.

In December, the Denendeh Development Corporation hosted the second of two meetings of territorial Aboriginal
leaders to discuss the economic crisis and potential investment opportunities that would mitigate the pending

economic decline while simultaneously increasing the Indigenous stake in the economy.

These efforts are good first steps, though an honest assessment reveals the economy’s trajectory has been reported for
years. In thinking about this complacency, the persistent question remains “why”. Why has the territory failed in the
care of its future? Perhaps it doesn’t matter. The territory is where it is, and it is imperative that something be done
about it. The flaw in this reasoning is that it risks we learn nothing from the past, relying on temporary solutions, and

risking that future generations face the same challenges over and over again.

This discussion paper dives into this issue of why the territory has not done a better job of preserving and promoting
its economic vitality. Rather than expressing an opinion or presenting economic theory on the merits of economic
growth and development, the approach taken is one of discovery. In the first chapter, the recent history of economic
events and what is known of the future are presented alongside some telling statistical evidence. This chronology
should convince most readers that the territory probably should have raised the red flag earlier than it did regarding

the future of its economy. It also reveals the magnitude of the crisis and adds further urgency to the subject.

If studying history is not enough, the second chapter takes a look at how money enters the economy and where it
goes from there. An example of a small NWT community is used as a demonstration tool that can be seen as a
microcosm of the territory’s larger challenges. The point of this discussion is to provide a basic understanding of the
NWT economy and its limitations. It brings forth this idea of the dilemma we face in choosing a growth path and the

consequences of doing nothing, whether by choice or not.

The third chapter looks at some areas of potential growth, with the focus being on important questions that need
answers. This is not a sectoral analysis of the NWT economy. Others are doing that work. The chapter is meant as a
way to provoke discussion around decision-making and the need for action. In truth, this chapter doesn’t present

anything new, but it can help bring some reality to the discoveries made in the previous chapters.

The final chapter returns to the paper’s original questions and presents more materials that the reader likely already
knows. That is, what can the territory do? Where should it invest? The value added to this is what has been learned

through discovery. There is a growth imperative in the NWT and there are consequences if this is ignored. The



territory needs an identity formed through a clear vision for its future that will guide its growth and development well
into the future. But most of all, it needs people to recognize this vision is what’s missing and the territory cannot

secure long-term, sustainable growth and development without it.

NWT's Economic Growth Path

A review of economic events over the last two decades and a look forward to what is expected in the near future will
help position the discussion. We pick up the story in 1999.> Nunavut is no longer a part of the Northwest Territories,

gold mining is on its last legs, but diamonds have been discovered, and a new mine has just opened.
There are four distinct time periods along the NWT’s economic growth path from 1999 to 2030 and beyond.

The Recent Past—a period from 1999 to 2008—defined by optimism, investment, transformation, and

development.

The Present—a period that began in 2009 to present day—defined as a period of stability for some and

stagnation and lost opportunities for others.

The Immediate Future—a period that begins now and will last 5 to 10 years—defined by the closure of
Diavik and Gahcho Kué, questions regarding the future of Ekati and, critically, the response of NWT

residents and governments to the weakening economy.

The Distant Future—a period that will begin as early as 2026 or perhaps as late as 2033—and that will be

defined by when, what, where, why, and how the territory invests in this future over the next decade.

2 acknowledging that the region’s economic history begins with the arrival of the first Indigenous peoples thousands of years earlier



Curonorogy oF Mnior Economic EventsS®

Recent Past: A Decade of Optimism, Growth, Transformation, and Development (1999 to 2008)

*  Ekati Mine opens in 1998 with its first full year of production in 1999. The first diamond mine in Canada.

* Interest in the Mackenzie Gas Project is growing. Natural gas reserve estimates are upwards of 1.9 trillion
cubic feet of gas in the Mackenzie Delta and Beaufort Sea.

* Aboriginal Pipeline Group forms and in 2003 signs an agreement with TransCanada Corp. to take on one-

third ownership of the future pipeline.
* Diavik Mine opens 2003, becoming Canada’s second operating diamond mine.

* Net interprovincial migration is positive for two years in a row, in 2002 and again in 2003. Something that

has never happened since.

*  Gold mining comes to an end in the NWT, after 75 years of almost uninterrupted production, with the

closures of Con and Giant mines in 2003 and 2004, respectively.

* Natural gas production peaks in the Dehcho region in 2003 at more than 120 million cubic meters, with oil

production peaking in 2006 at 70,000 cubic meters (~1,200 barrels per day).
*  The Environmental Assessment of the Mackenzie Gas Project starts in 2006
*  British Petroleum and four other companies bid $1.26 billion for exploration rights in the Beaufort Delta.

*  Snap Lake Mine opens by the end of 2007 bringing the NWT economy to new heights when measured by
GDP and employment.

*  Advanced Exploration and/or Environmental Assessments are underway for mineral deposits in the Dehcho,

Tlicho, and North Slave regions.

* By 2005, a concern emerges amongst some leaders and interest groups that the economy is growing too fast,
that job growth has taken the territory beyond that natural rate of unemployment, and that benefits from any
additional growth would be negligible or even negative. By 2007, this concern has morphed into calls for a

end to the territory’s economic expansion.

*  One year later, in the fall of 2008, the world is thrown into its worst recession since the 1930s. NWT’s

decade of growth and transformation comes to an end.

* The majority of events noted in the list of economic events are associated with the resource economy. There are other sectors in the NWT
economy, however their contribution is small in comparison and have not had a transformative effect on the NWT in the way the resource
economy has. Government’s contributions are also left out of this list. As will be discussed later, the public sector’s presence in the NWT
economy provides it with a great deal of stability, but is not a means for long-term, sustainable economic growth. There were also significant
political events that affected the NWT economy over this time period. The Tlicho Agreement and the Devolution Agreement are two good
examples. Such changes to the governance structure are left out of the list in order to maintain focus on purely economic events.



Relevant Statistical Data for the period 1999 to 2008
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