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T. 1InTrRopucTioN AND APPRAI SAL OF THE CONDI TI ONS OF FEASIBILITY

The purpose of this, report is to, assess the economc
feasibility of a cold storage plant to be |ocated at Hay R ver, ,
Northwest Territories.

Such a plant, because of its ability to provide kinds
of benefits, nust be assessed as to feasibility in a nunber
of ways.

Firstly, the proposed piant nust be capabl e of incréaé:
ing financial returns to fishernmen on G eat Slave Lake, related
lakes and other freshwater fisheries in the Northwest Territories.
These financial gains could evidence thensel ves through higher
prices to the fishermen, reduced costs of production, and through
increased volunes of catch. Direct inpact on price could come gbput
from quality inprovenents in the product because of the freezer
facility at Hay River. Lower costs to the fishermen could cone
about from reduced transport costs, and avoi dance of labour
costs associated with duplicative unpacking, re-icing of the
product, and box | osses associated with the present transport
system oriented to Wnnipeg, Mnitoba

The possibility of expanding output in the freshwater
fisheries of the Northwest Territories because of the presence
of a cold storage plant at Hay River requires special consideration.

The cold storage facility could increase output in the four:

following ways:
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1, Cold storage facilities could allow utilization
of fish fromthe smaller lakes related to Geat Slave Lake.
These | akes are known to contain fish that are too heavily in-
fested with parasites to allow their use either in the fresh
or frozen form  However, if these fish were filleted and candl ed,
they could be marketable. The prerequisite to such filleting

is the presence of a cold storage facility to preserve the fillets.

2. Cold storage facilities could increase the volune
.caught of what are presently termed 'coarse’ fish, i.e.; un-
marketabl e species. |f a cold storage plant were avail abl e,
t hese coarse fish could be processed into raw materials for
fish weiners and sausages, or mnk food. Ajlarge Canadian pack-"
ing house is presently seriously assessing the marketability
of these weiners and sausages products, while a large potential,

for mink feed sales is present at Lesser Slave Lake, Al berta.

3. The cold storage plant could allow a season extension
into the nmonth ofapril,a period when potential catch could be
high. Presently, fishing ceases during this potentially productive
nmont h because road bans in the Province of Al berta prevent large-

scal e shipping of fish caught during this period.

4, Price increases resulting fromquality inprovenent
and rationalization of transport, hoth which apparently-require
the presence of a cold storage plant at Hay River, could stinulate

more fishing activity in the industry, thus expandi ng output.
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The expansionary effect on output in the fishery as
a result of the cold-storage plant coul d h%ve two effects above
and beyondlthe econom ¢ benefit to the present nenbers of the
fishery.
First, the expansion could contribute to the long-
run economc growh and devel opment of ‘the Northwest Territories
in a substantial manner and, furthernore, the cold storage facilit
would undoubtedly provide the necessary condition for the Territor
avoiding a chronic problem associated with relatively under-
devel oped regions, that is, the exportation of raw materials
t hat have undergone little in the way of local processing.
Secondl y, the possible expansion-of output fromthe
fishery, and the provision of future poss{bilities I n processing

of the fish could increase enploynment opportunities substantially

~in the Territories. In particular, the possible utilization”

in large nunmbers of indigenous peoples in a formof econonic
activity for which they are equipped by tradition and skill,
nmust be a very inportant consideration in this exam nation of
feasibility.

It must be enphasized that the ability of-the cold-
storage plant to provide these aforenentioned various benefits

I's based on the necessary condition that it can operate on a

‘break-even’ financial basis, so as to be able to offer freezer
charges to fishernen that do not offset financial gains obtained
through quality inprovenent of the fish product, and rationalized

transport to southern Canada.




It is the purpose and intention of this report then,

to assess and evaluate the degree to which the cold-storage

plant proposed for Hay River, Northwest Territories can neet

the feasibility conditions specified in the foregoing par agr aphs.

However, before proceeding to the feasibility analysis
itsel f, another subsidiary question requires exam nation; nanely,
why should Hay River, as opposed to sonme other centre in the
Territories be selected as the location of the plant? |nsofar
as Hay River has traditionally and effectively served as the
entrepot for the fish output of the Territories to southern
markets, there is no reason to assume It cannot
effectively continue this role.‘pAlso, t he configuration of
Territorial water, road and rail transport systens clearly
indi cate the advantages of this port as the location of ther

facility under. consideration in this study. NMoreover, because
Hay River has served as a porxt facility not only for the Geat
Slave Lake fishery, but for the entire MKenzie River basin,
it can nost readily fulf£ill a function associated with a port;
nanely, ports are locations of trans-shipnent, and it is these
points, for purposes of mnimzing transport costs, which best
serve as centers for servicing and processing of products, and whic
frequently develop an infrastructure of secondary manufacturing
and tertiary service industries.

The first section of this report to follow the pre-

limnary remarks and perspectives contai ned above, will be a
feasibility analysis vis-a-vis the ability of the cold ‘storage "
facility to operate within a realistic cost structure. This
regquirement nmust be net in order to avoid losses of an order

“hat would require the levying of exhorbitant tariffs to users.
|




Integral With this portion of the analyses, wili be an assessnent
of the plants’ ability to bring about the rationalizatio,of
the transport system now existing from Hay R ver to Wnnipeg,
in order to significantly reduce costs to the fisherman.

The second and third sections in the feasibility study
will attenpt to assess feasibility in the somewhat broader terns
of reference of possible Territorial enploynent effects, 5 p ¢

grow h and devel opnent effects.




11. | NTERNAL FINANCI AL FEASIBILITY OF THE PROPOSED COLD- STORAGE PLAN'

A Size of Plant .Required '

The requirements for the facility under consideration

here would consist of three major sub-plants:
1. A pre-cooling area.
2. A blast-freezer

3. ‘A cold-storage area. 1

o S

The question is that requires answering here is, what
capacity. should the individual units possess?

Three basic strategies can be utilized for the selectibn
of plant size. First, the plant could be designed to neet the
requi rements of the fishing industry only, Wwth no consideration
given to the industry expanding output in the future. Secondly,

t he plant size could be a function of future expected catch

in the fishery, ignoring all other possible uses to the comunity
and region. Thirdly, the plant could be of a size to' cope wth
expected increased future fish catches in the fishery industry,

as well as to satisfy comunity and regional col d-storage services.

The investnent strategy adopted in this study is the
last mentioned: a cold-storage plant sSize based upon future
expected fish catch in the Northwest Territories, as well as
provi di ng specified comunity and regional services. These “

af orenenti oned- services would be facilities for commercial meat




inports, fruit and vegetable, dairy and bakery products, privaté.é
freezer lockers, and facilities for possible exports of buffalo
and cariboo neat, and Arctic Char fish.

A nunber of comments mnight indicate the considerations
required to relate fish volume in particular, to individua

sub- pl ant si ze.

In the case of the pre-cooling area, the peak vol une

of fish arriving at the wh»rf will be the najor determ nant
. of size. This peak period usually occurs during a number of

times in the sunmer and winter fishery.

The size of the blast-freezer plant is largely determ ned

by the peak 'vol une of £ish delivered from boats per tine period,
vhich again occurs at the beginning and start of each season.
Al so, the possible filleting of fish, fish blocks, and mnk ,
food influence plant size, and have been given consideration.
Qobviously, the size of the two aforenentioned plants are not
unrel ated, with the pre-cooling area’'s ability to hold inventory
tHe nost inportant paraneter.

The size of the cold storage plant again is related

to the overall volune of fish produced by the industry. ‘However,

this plants” size is substantially a function of desired volune

of inventory holding, for purposes ©of optimzing transport usage

£6 the south, as well as optimzing market sales opportunities.
Moreover, as has been mentioned, consideration in

this study has been given to the possibility of providing facilities

for private freezer |ockers, incomng neat products fromthe

south, and fruits and vegetables cooling, etc.




The follow ng Charts and Tables item zes the various
conponent s ofﬁthe proposed plant, as obtained froma refrigeration
equi prent supplier who served as a consultant. Taples |, |
and I'll, indicate the conponents, capacities, and. costs of the”
required” buildings, refrigeration equipment and adjunct equipnent,

respectively. |

TABLE |

COVPONENTS, AND COST OF BU LDI NG FACILITY, HAY RIVER corp STORACE

PLANT

Pre-cooler area.. . . . . . . . . . . 100,00 I b. hol di ng
Bl ast-freezer area. ......... 30, 000 1bs./day .
Col d--storage ‘area  ....1,000,000 1bs. )
Meat storage freezer. . . ....100,000 1bs.
Vegetable, fruit cooler
Equi pment room .
Office
Washrooms
General work area
cost. . ... ... ... ... ... . .$242,000

TABLE 11

COMPONENTS, HORSEPONER REQUI REMENTS, AND COST OF REFRIGERATION
EQUIPMENT, PROPOSED vay RIVER COLD- STORAGE PLANT

Blast freezer No. 1 Connected H.P.
1. Conpressor notor” 50
2.. Evaporator 10
3. Air condensor 2
Blast Freezer No. 2 50
[same as No. 1] 10




St or age Freezer No. 1

1. Conpressor 25
2. Evaporator 5
3. Ar condensor 1

Storage freezer No. 2

[sane as No. 1] 25
5 {
1
LA
Meat freezer
1.  Conpressor 15
2. Evaporator 3
'3. Ar condensor 1

Pre-cooler

1. Conpressor 15
2. Evaporator 5
3.  Air condensor 1.5

Vegetable & fruit cool er

1. Conpressor,
evaporator,
condensor “ 4.3

Cooling tower ,

1. Fan 1
2. Punp 3
Fl ake i ce machi ne 10

Total cost installed refrigeration
equi pment i ncludi ng switchgear

$164, 875
TABLE 11

COMPONENTS AND COSTS OF ADJUNCT EQUI PMENT, PROPOSED HAY R VER
COLD- STORAGE PLANT

Trays

Pallets

Carts, fork, lift, conveyor belts
d azing tank, -winch

Steam cl eaner, water services

~

Ffooeeny installation
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The combined cost of all requirements for the pr oposed
pilant therefore are $436, 575, with a connected electrical |oad

\

of 245 H.P.

B. Treatnent of Costs

Fromthe capital costs derived fromthe above estimtes,
overhead costs of operation can be calculated. p go, given
the power, and labour costs related to such a plant, variable"”
costs can be calculated. Conbining these two costs provide
the necessary operating cost estimates. |f these operating
cost estimates are then divided by the known or expected poundage

of fish that wll utilize the plants’ facilities, costs on a

per pound basis can be derived. It is these operating costs

on a per-pound basis that will deternmine if the plant is internally -

financially feasible; that is, if costs’ are at 3z 1evel that
wll allow the striking of a tariff to users that is not exorbitant,
as conpared to rates charged by simlar facilities in southern
Canada.

The follow ng Tables indicate the nature of overhead
and variable costs, their method of cal culation, and conparative

Si zes.




TABLE |V

CALCULATI ONS OF TOTAL OVERHEAD COSTS PER ANNUM PROPCSED COLD
STORAGE PLANT, HAY RIVER, NORTHVWEST TERRI TORI ES

1. Depreciation

(a) Building. ..". ... ... ... ... $242 ,000".$ 6,000
40
(b) Machinery and equi pnent. . .$194,575 _ $ 9,729
—20 |
2 Interest on investrment .: ... . .$436,575. ..$51, 367
3. Taxes on property’. . .$436,575 x66.6X Q07 = $2, 035
4. Fire insurance ... .. .$35.00 per $1,000.0 $15, 280 -
5. Water consunption... ... ..$90 per nonth. ..$ 1,080
Total Overhead Costs Per Year ., ...$85,491

1Depart ment of Business Administration,” University
of Al berta, based upon 40 year life for buildings and 20 year
life for machinery equipnent.

_ 2Loan Oficers, chartered banks in Edmonton, Alberta.
This covers principal repaynent on a eight per cent loan, 25

year nortgage on building, 10 year repayment period on machinery
and equi prment .

3Ci'[y Hal |, Hay River, Northwest Territories

' 4Canadi an Underwiters Association, Ednonton, Al berta

5City Hal |, Hay River, Northwest Territories.

Total overhead costs per annumtotal $85,491 ; these
costs’, unlike variable costs as presented in g3 following table,

do not vary with output.

Insofar as variable costs do vary with output, assunpt i ons

have to be nmade regarding the quantity of fish entering the cold--

storage facility.

In order to obtain realistic fish input figures, a.
nunber of examples were drawn from data on the Northwest Territories
annual fish catch. These, annual catches from Geat Sl ave and

ynlated Inkes axve 08 follows:




-15-

ANNUAL CATCH GREAT. SLAVE AND RELATED LAKES : BY SPECIE,
1962 - 1968
Speci e Pounds Per Year
1962 1963 1964 1965 1966 1967 1968
Whitefish 4, 486, 860 4, 281,360 4,3.25 161 3,641,744 2<574,374 2,281,074 3,135,7:

t

Tr out 1,156,122 6, 832,280 .. 674 833 808,549 581, 149 658, 497 262, 5¢
Inconnu 287,128 321, 692 299 256 304,612 212,479 234, 439 174, 0
Pi ke 316, 587 255, 581 197, 685 255,214 458,681  412,276" ‘24, 4(
Pi ckerel 11, 254 13, 385 231, 140 30, 766 32;081 35, 067 262,01
Other 52 11, 094 3,400 21, 286
wllet S 57,501 17,138

A
AT
L

OTAL

ilus Related .
Lakes 460,000 500, 000 300, 000 120, 0«

GRAND TOTAL
6, 254, 004: 5, 355, 766]| 5, 336, 169 5, 500, 915 [ 4, 419, 665 | 3, 959, 7761 3. 983, 7:

In order to indicate the total variable cost per annum associ ated
with various outputs, a nunber of fish poundage figures were
selected for representativeness. These poundage figures are
assunmed to containno fresh fish; the reason for this assunption
is for purposes of sinplification and because narket trends

for frozen fish are such that nost, if not all the ’'catch can

) be sold in this form

b

/-.\ -
\Q)/iff ;y}
K‘ N

N

AN




~16-
TABLE VI

CASE 4#1 - CALCULATI ONS or TOTAL VARIABLE COSTS PER ANNU i}
PROPOSED COLD STORAGE PLANT, HAY RIVER, NORTIWEST TERRI TORIES

ON BASI S OF 1968 POUNDAGE OF cATCH'

1. Labour

(a) Six labourers @5, 000. . . . . . . . . «..... $30,000
(b)’ Supervisor ‘@7,500. . . e

; :

2. Hectrical consumption . . . . .. ... ... .. .. .. $25, 000

3. Repairs and maintenance.$436,575 @ 2% ...$ 8,731
TOTAL VAR ABLE COSTS PER YEAR . . . . . . . . . . . $71, 231

;3,863,727 pounds.

Northland Uilities, Edmonton, Alberta; this calculation
is based on Rate Schedule No. 33.1 at peak load factor of 171 *
connected horsepower.

TABLE VI | "

CASE #2 - CALCULATI ON or TOTAL VARI ABLE COSTS PER ANNUM
PROPOSED COED- STORAGE PLANT, HAY Rl VER, M RTHWEST TERRITORIES,
ON BASI S OF FI VE YEAR AVERAGE POUNDAGE OF cATCHI

1. Labour

(7 siereragr: L2oosrers @9, 000 o o800
2. Hectrical consunption. . . . . . . . .. .........$30,000
3. Repairs and maintenance. . . . . . . . . ... ... .. .$39,822
TOTAL VARIABLE COSTS. . . ... ... ........ ... §87,322

i
4,640,050 pounds.
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TABLE VI I |

CASE :¥3 - CALCULATION OF TOTAL VARI ABLE COSTS OR PROPOSED COLD

STORACGE PLANT AT HAY RIVER, NORTHWEST TERRI TORIES ON BASI S CF .

EXPECTED CATCH AFTER PLANT INSTALLATIONZ

1. Labour

(a) Ten labourers @ $5,0000 ....; . . . . . . . . $ so 000

(b) Supervisor @$7,500,, .. .......... $ 7,500 -
2. FEectrical consunption.... ...............$ 42,000 °
3. Repair and maintenance. . .. ... .........$ 10,6914

TOTAL VARIABLE COSTS . iiienieneunnn .. $110, 414

_ 15,363,727 pounds. This figure was obtai ned by
assum ng that the cold storage plant would expand out put

by 500, 000 pounds due to season extension, 1,000,000 pounds

02 new coarse fish, and 1,000,000 pounds fromrelated | akes.
Factors’ are then applied assum ng 50% weight loss in filleting,
70% wei ght loss in coarse fish reduction.

These figures were selected on the basis of their
representativeness of inputs into the proposed plant. It
shoul d be clearly understood that Casesa¥l and=¥2 represent
serious under-utilization of the plant, while Casex:3 is
utilizing the plant as planned in this study, at a nore '

optimum | evel .
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c. Calculations of Operating Costs Per pound

Wth the three cases selected as above providing
t he annual poundages of inputs and total variable costs,
the overal|l operating costs per pound can be cal cul at ed
in order to specify whether the proposed plant is economically
feasible in terms of its cost structure. The “three separate

calculations are as follows:

CASE 1
Total overhead costs per annum 85.491
Total variable costs per annumx* .. 71,231
Total operating costs per annum ... ....,.$ 156,722
Total poundage per annum . . . . . . . . ... . .. .13,863,727

TOTAL OPERATING COSTS PER POUND, ., . . . . . . * . ..* .4.06¢
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CASE 2
Total overhead costs per amum ......... $ 85491
Total variable costs per annum........., $ 87,322
Total operating costs per annum. . . . . . . . § 172,813
Total poundage per annum . . . . ... . ....... 4,640,050
TOTAL OPERATING COSTS PER PONND . . . . . . . . . ... ... ... 3.724
CASE 3
Total overhead costs per annum . ...*** . ¢ 85, 491
Total variable costs per annum, .......e .2$ " 120:314
Total operating costs per annum ... ... 0 ..$ 195,90S
Total poundage per annum, . ..............., 5, 363, 727
TOTAL OPERATING COSTS PER POUND., . . ... .. ... . . .. l.3654

D. Eval uati on

The present cost of storing fish at the Wnnipeg
cold storage plant is on the order of 1¢ to-2¢ per pound,

depending on length of storage. On this basis, Case#fil



A
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as estimated ‘here, 4.064 per pound, does not, appear conpetitively
econom cal, but it nust be enphasized again that this case
represents a very serious under-utilization of the plant
as planned in this report. cases:2 appears conpetitive

at 3.72: per pound, when it is, realized that above conputations
for the Hay River Plant specify that the entire cost of
nunerous stages of treatnent are covered.

Case 3, with 3.65¢ per pound cost, is a reflection
of near optimm use of the plant; js clearly conpetitive,
again considering that the Hay River costs cover all activities
in the plant; and further, no allowance has been incl uded
for the’ revenue to be derived fromthe neat, vegetable, |,
dairy and nmeat freezer facilities.

Wiile it can be stated that conparisons of operating ,
costs per pound of input between Other freezing plants and
the proposed plant at Hay River conpare favorably, i.e.
the plant is feasible froman internal financial standpoint,
anot her maj or consideration nmust be dealt wth.

That is, would the resultant tariff levied on.
the fishermen to utiiize the plant offset “the savings the -
plant may generate through providing a nethod of transport

rationalization?
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In order to provide this inportant information,
the sources of savings and their expected anmounts nust be

specified as a result of the transport rationalization.
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111, SOURCES AND AMOUNTS OF SAVING FroM TRANSPORT RaT| ONALI ZATI ON

A | nt roducti on

The conputations just provided indicate the ability

of the proposed plant to operate at reasonable costs, t hus

avoiding significant |osses or subsidies. pyuever. an

extrenely inportant contribution of the pjant and the

major reason for its existence s to increase econonic

returns to the fishermen on Geat Slave Lake, .lated | akes

and other freshwater fisheries in the Northwest Territories.

The bresence of a cold storage facifity I n Hay
River presents such an opportunity because of its ability

to reduce transport costs to southern Canada. Tphis reduction

In transport costs can be accounted for largely by the

fact that frozen fish cost nuch less to transport as compared

to fresh fish on a per pound basis. Mreover, there are

a nunber of other savings made by shipping in the frozen
forms that will be specified in this study.

Therefore, it is the purpose of this section
of the study to carefully specify and quantify where possi bl e,
the savings and hence increased returns to fishermen on
Geat Slave Lake and related | akes through the freezer |,
facilities' inpact on the present transport system now .

exi sting.
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B. Analysis

The present transport system consists of freezer
trucks whi ch renove fish fromHay River in a ‘fresh’ state
i.e. , packed in ice boxes. These iced boxes of fish are
transported to Winnipeg, Manitoba to a col d storage pl ant
located there, and then are distributed to their final market
place’s in North Anerica and Europe. The reason that the fish ..
are transported to Wnnipeg js not based upon the |ocation *
of Wnnipeg as an ideal distributional point, but because it -
possesses the nearest freezing plant of sufficient capacity
to satisfy the needs of the Geat Slave Lake industry. | ndeed,
there is little question that Ednonton would as well serve the
purpose as the nmajor distributional point.

Thus, a freezer facility at Hay River would reduce *
transport costs ‘by allowng fish to be shipped frozen and not

fresh, the latter method being approximately twi ce as expensive oﬁﬂé

a

Per pound basis.
A nunber of other savings woul d be obtained through

a programme such as this: the following item zation wl|
clarify and enunerate these major and subsidiary savings.



-24 -

TABLE VI

SAVI NGS DERI VED FROM TRANSPORTI NG FROZEN VERSUS FRESH FisH FROM
HAY RIVER, NORTI-I1WEST TERRI TORI ES

: _ Saving
Fresh Fish Frozen Fish “Per Pound
1. Cost of shipping fresh 1. Cost of-shipping
' fish from Hay River, frozen fish. Hav
i Nort hwest Territories Ri ver, Northw est‘
to Wnni peg, Mnitoba Territories to
e e 64 per |Db. W nni peg, Manitoba
..... 3¢ per Ib. 3¢

2.. Zxtra labour COSTS en-
gendered by having to ]
unpack and re-ice fish
at_Winnipeg, Manitoba 2¢

3. Extra costs of ice Hay
River and to re-ice at

Winnipeg, Manitoba l¢ ,
4, Cost of ice box for fish 4. Cost of frozen
per pound.. . .......3¢ fish carton
per pound.. . 1%¢ 1k¢
0. 5. Increased price -

of fish due to

qual ity inprovenent
i n_ frozen fish.2¢ 2¢
TOTAL SAVING 9k¢

The apparent savings fromrationalization of the
transport node and system from Hay River to the southern
market are estimated at 9%¢ per pousrd.

Consultation With a nunber of individuals closely

related to the fish industry suggest that the savings would

e in @ range fromg to 10¢ per 1p. The assessnment nmade here

appears to hear this out. Furthernore, it has been suggest ed
that transport costs could be reduced even further from Hay
Ri ver because a frozen inventory of fish would allow whole”
i?ﬁ\Far;load“lotS to be shipped at reduced rates; also filleted
 f£ish, as a product of the cold storage plant, could be transported

"at a lower cost per sale value of the final product.
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c. FEvaluation

The above analysis indicates that the gross increase

in returns to the fishermen on Great Slave Lake would be on

the order of 9%¢ per pound upon realization of the rationalization
of the transport node and system from Hay River. However, it,
nust be renmenbered that costs exacted through a tariff would :
be paid by these fishernmen to utilize the cold freezer and
storage facility at Hay River. |f this amounted to 4¢ per

pound, the net gain per pound of fish after the required
reduction of 2¢ per pound paid at Wnni peg, wouldbe approximately
T3¢ PeX POUNd. npragyer, this net gain in price per pound of

| anded fish’ would be accunuyated over a nuch larger catch,

as a result of the presence of the storage facility.

Assuming that an increasein price of 7%¢ per pound

of landed fish occurred, and that the new total volunme of fish

were on the orxder of 5 mllion pounds, the net overall return

to fishermen woul d be approximately $375,000 per annum also

an _allowance of say 201$ per pound as an average price, for all

species (white,trout and rough) on the increased vol une of

& 5 nillion pounds would return a further $300, 000 per annum

to the fishernen.

D. Sunmmary

The major conclusion in this study as to economc

feasibility are to be found 'in the transport saving just

analyzed; it is upon these savings that the economc viability

Cof the freezer and storage plant rests. These savings based
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upon ihe . current catch, and based upon expected expanded catch
indicate that large increases in returns can be obtained by
fishernmen, while at the same tine the source of these increased

returns, the freezer and cold storage plant, is a viable economc

act ivity.
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V. emproyMENT AND OTHER ECONOM C EFFECTS

A. Enpl oynent Effects

It’was indicated in the introduction to this paper,

that in a broader sense, enploynent effects generated by
the' proposed col d-storage conplex at Hay ‘River, are a consi deration
of feasibility.

The enpl oynment effects of such a plant can be
exanm ned under two categories. Fj rstly, there will be direct
employment effects fromthe plant; and there will be gecondayy
enpl oynent effects.

The direct enploynent effects wll arise because ,
.of the need for labour services within the plant itself.
Ti. le secondary enpl oynent inpact stens’ from two major sources,
First, the expected expansion of fish catch will increase )
the enpl oyment of individuals in the fishery itself: and ,
al so enpl oyment can increase if the storage conplex results
in further processing of the fish. Enploynent that could
arise in the comunity because of the increased nunbers
of workers in these aforementioned Iines of work expending -
their incones is nore difficult to trace and quantify, but
may be just as significant in the [ong-run.

It has been nentioned earlier that expansion in . .
fish Qutput because of the storage conplex provides a very

real opportunity to enploy the “indigenous peoples of the

Territories. These peoples frequently possess the fund
of skills t0O caxxy on this formof economic activity, wth

particular reference to the development of the smaller lake

| _ _ _ _
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f isheri es. Also, should filleting of fish develop as a
secondary industry, a female labour force derived fromthe
I ndi genous peoples could develop. |n a situation where
many industries now appearing in the Northwest Territories
require skills not possessed by the native. labour force,
this particular industry can provide gainful enploynent

in an industry which is currently experiencing rapid growh
rates, wth labour force participants receiving higher rates
of return. These returns could increase to the native

popul ation if they could further increase their skills in

this activity by attending fishery schools | ocated in southern

Canada.

B. O her Econom ¢ Benefits

A nunber of other economc benefits could be derived
from the cold storage plant such as reduced prices of inported
nmeats, higher quality fruits and vegetables, better grade
diary products, and availabilit,of fresh or frozen fish
to Territorial residents from their own fishery. In strictly
econonm c ternms, these benefits are ones that make nore favorable
the'terms of trade' to Territorial citizens. These nmore
favorable ternms of trade not only increase the popul ations’
standard of living, but also can be significant in stinulating
econom ¢ grow h.

The cold-storage facility can also provide a 'convenience'
service in terms of private freezer | ockers, storage of
native peoples’ and tourist sportsmen’ fjish and meat products,

and storage of dog foods.



-29- .

PLANT EXTERNALITIES, AND TERRITORIAL cRONMTH AND DEVELOPMNENT

A.  The Concept of Externalities -

An inportant consideration in evaluating the economic

benefits of what econonists term 'social overl oad capiiél',
investment, as opposed to direct productive capital investment ,
is the concept of ‘externalities;; The iﬁpact of external * ,
econom es on a devel opi ng,. growi ng econony’ that characterizes”,
the Northwest Territories is in fact more real than appar ent .

* Econom c externalities, €l ated as th‘ey frequently
are to overhead capital,evidence thenselves in provi di ng
profitable environments for other ‘enterprises, distinct from
the original investnent, eyen though the direct profitability, “
of the overhead investnment itself rr.ay. be small or negative.
An exanple .of this kind of overhead capital providing externalities
is the Great slave Lake Railway, which has provided profit-
maki Nng opportunities not other w se present, for exanple, to
M ning companies,sawmills, farmers, hotel ownérs, etc. The
point to be made here is that the cold st orage conpl éx dealt
with in this report can indeed be viewed in the same manner.
if it is the broader economic inplications that zre relevant
in making decisions of economc feasibility,

I n shor‘t, for decision-makers who are operating in

| an environwent characterized by these broader, |ong-run economc
"i_111plicel-;j.91\s, f.;heboncept of cxternalities i1s a significant

md ranllistie frame of reference.
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B. Externalities and Economc G owth

|f economc externalities are of large size and
nunber in terms of creating profitable environments for growth
and devel opnent in other enterprises, the resultant inpact ca,
affect the entire economc growh rate 4 4 region. This growh
occurs because firms can now create or gypand new sal es opportun~
ities for thenselves, due to decreased costs of production, or
I mproved products.

This report submts that the” freezing facility dealt .
with in this study does provide sufficient externalities” to
Inpact regional growth and devel opment rates. ghis statement
is based upon the freezing plant's abilityto substantially °.
reduce costs of production to the fisherman (frozen versus fresh
fish exported fromHay R ver) and through its ability to allow

i ncreased exploitation of hitherto unfished small | akes, hitherto

unutilized rough fish, and season extension.

c. Hay River rreezer Plant and Territorial Economc Gowh

Therefore, another criteria revevant to eval uating

the feasibility of the plant is the extent to which the facility
under consideration enhances or detracts fromthe growh and
devel opnent goals of the Northwest Territories.

In order to evaluate the extent to which the freezer”
plant does enhance or detract from Terrjtorial growh and develop-
ment, a sinple econom ¢ nodel that economists agree is realistic

and possesses excellent explanatory powers will be used.



-34-

.

This model sinply postulates that regional economc *
growt h and devel opnent is fundanmentally a function of the
ability of the region $0 export goods and services to externa
markets.  These exports in turn generate enpl oynent and growth
in the region. ’

To the extent that a region can expand its exports
either by increased volune, or by increased prices over a given
volune, it enhances its ab#?ity to grow and devel op.

Viewi ng the facility under consideration in this study
in these terms, and assuming that the Territorial fishery
exports are of a sufficient size to have growth effects, as
i ndeed they are, the relationship between the devel opnent of
a freezing plant and regional economc growh in the Territories
Is a significant one.

It mght be argued that conpared to the exporf base
to be found in mning, or perhaps in the future in tourism
the fishery export base possibilities “are hot significant.

However, in a region such as the Territories, presently character-
ized as it is by limted profitable industrial devel opnents,

an industry of the relative size of the Geat slave Lake fishery..
cannot be ignored, and nore so, if the fishery possesses further
potential for - expansion. This report has previously indicated
the potential for expansion in the industry. \Men this s}tuation
Is related to the fact that the fishery is the |ast large source
o7 freshwater fish in the North American market, ” its significance
as an important future export growh base should not be under-

estlimated.




