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ECONOMIC DEVELOPMENT IN THE NORTHWEST TERRITORIES

COMPARED WITH
OTHER DEVELOPING REGIONS OF THE WORLD

AND WITH

SOUTHERN CANADA

Canada’s Nmhwest Temtorise exhibit economicdev~~aiiadcs  Whii in some
ways resemb&thoae  ofottlerckwe@ed~ butwhich inmanywaysS*p-Mk=
devebped areas of thewodd. Thiipapaf  identwsa  ndexaminesthe Simiiandtha
dUWwces which emargefromaoompwWn betweenme !wthwst Tenitories  and the

~~of southam canadaand  beIweenthe NvvT Sndfourlessdewoped
oowb’k (LDC’S): Tmzan@ Kenya Nefxd and the PhiIiP@n=

Theconcept  decorlomic dewbpmm  hasdiicanulotations  for diffemt  peoplarecarlt
intemathal studies suggest thathere  isnounanirnii ofthoughtontheq There isno
*reemantontheconstmmof~~“itrangaafmn  strlmfa change inan
economy toinclude awideamay  ofqualities  deemed desiraMeor Wggestkofprogress  The
Hreport  tithe Spacial Commntee on the Nonhern E c o n o m y  ( S C O N E )  hSS -
definitions of economk dwlopment for the Temitories which dtir@sh between @wbment
andgrowth, andsuggests thateconomk development musl irwoive long term activws with
sbuctural  changes totheewrnnny, as wellasthe  retention ofsocialber@itS  within the NVW.

mon~~ hdudingadeadptiondh~  determinants and
IWaSWeS  dgrowth,  isaxpbredtopruvide  acontext forthecomparkOnS  whkhfObL Five

_of_=mM,WmP@of-M-rn~_ lhe determinants
d eoonomic~(human and-~~t~~i rnfestment) ~
the capcity  of any area’s growth potential. Varying mixes c# these basic ingredknts W
dtierent Cap2ities for growth, while the circular nature of pove~ illustrates how SOme Situations
are setf-pwpetL@ng. Concern for the ~rements  of growth or economic development arkws
from the inabdity of some measures to reflect adequately “nw development whiih recognizes
environmental andb social costs incurred.
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Twolevels  recomparison aemadeforthe  three araas incJuded inthisstudy:  tiNWTtfWfOUf
kssdwebped cwntdsqand~ Car@a. Amacro compaim dascribesgenefal
simiWMs  anddWbmces  between the~ amicrocompdsm boksattheseonthem
ofa case study. Themcro comparison incbdesoverali cmntrysatidca  which  reveaf the
following similwitiea  between the NVVTandtheiass developed cwntnes. (features whii differ
from the developed ~):

“~~-me
‘f=w~~( . subsistence) ~to~~
● ralatMy bwfevelsof educat&n formost oftJ’lepopuMon
● abwncedmefbcUve”~to—~
“~-~Urban cantre% manydiqxmedsman,

~ comm*
● highcolstofliving
“high pmntage  ofyoung  people irlovarau population
● limited tr@tionor~~~inmost of thepopuiation
● lackoffinancM servkes inruralamaa

Themicrocompark30n  WntUiedanumber ofrealprobkmsfacing Sn@pmneurs  m communities

-mddhtimm~  studkcL withthe reSukSitiflg~M
_businesspmon  in the NW faces problems similar to those facing hs or her counterpart in a

less developed country, whii circumstames forthesouthem Canada~r ~ quite

;
;,

Thisstudyfinii withadscuash of the findhgs. various apects  of economic development
are addressed (business experknce, access to capital, business support -Ces, @c.), ~ w~l
asmoregeneral  issues suchas economic dwdopment goals, policy Meets, currency and dual
economies. From thii, the paper concfudes  that there are no easy solutions to the controversy
surrounding economic development. There may exist a rationale for considering the designing
d economic developmem  strategies for the NW based on successful tactics employed in less
developed countries rather than on approaches developed by southern Canada The new
Economic Development Strategy being prepared by the GNW should draw from thO
international experience in promoting development in IeSS developed regions around the world.

ii
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ECONOMIC DEVELOPMENT IN THE NORTHWEST TERRITORIES

COMPARED VVfTH

OTHER DEVELOPING REGIONS OF THE WORLD

AND WITH

SOUTHERN CANADA

lNTRoDucTloN

Canada’s NortWest Territories occupy mammakms posMoninterms  Qf economic
developmem  nleyexhiictfwacterisdos  oomrnon todeveloped ccnJntriesmroughout  me-
and yet they also manifest features commonty associated with less devefoped areas Thii
dchotomy has beenthe  subject of much d&ussbn overthe paatfew yearaand the idea of
comparing dew@mem in the Canadian Notthwith deveiopmmt  in less developed regionsd
thewotid  ismx anew one, Whiiesewralcom  padsonshavealmady  beenmade,  these have
been primarilyof academk interest.

This paper qmsents  asystematic  examinatkm  c#anarray  dfactors  dtheecOMrniC
development in the Northwest Territories, in four lees developed countries, and in southern
Cana@ with a view to Wentifying  similarities and dfierences. Through the presentation of this _
factual background “Wormabn andtheresulting comparison, itispossible  toderivesome new
insights or tbughts which will contribute to the process of economic devebpment  in the
Northwest Territories.

W~ this in mind, thii paper is written not for an academic audience, but rather for those in a
pasition  to influence northern development. Research has been carried out primarify on the
basii of published material, but also incorporates the author’s observati~  based on several
years’ experience in less developed countries and from working and Iiiing in northern Canada
This paper buiids upon some earl@r  thinking and expiores the thesis that while dtiereflces do
exia there are indeed qualifiable similarities between the NWT and some less developed
Countries

‘5
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To begin, then, thew appropriate step istolook~~_-b@tgrWnd  o n
‘economk dev~ and Wonomic growttY.  canada’s werallqpn=f’lm~
development is described and briefly analyzed from NW% pmpacdve. This repmt will then
examine andd~the practkalrealii  deconomk developmentinbotha~m
andmicro  (specify) sanseforthe  NWl, andcornpare these with~ insoudlem
Canada and in four less deWoped countries (UC’s).

2



ECONOMIC DEVELOPMENT AND GR(MTH

The Northwest Territ~ however, dtiemntiatea between ~m~~
devebpmenk  The NWT Special Committee on the Northern Economy (SCONE) dafi-
economic growth as ‘an increase in economic xaivity and weahh...l  does not neceaa@
bring Mnefita to local communities and regions’3, and economic devebpment aa ‘the kind of
economic advity that pmvidea real benefits to local residents - @q training, increased
opportunities for local buaineaa.- In addii, economic development waa defined as Wing a
bngertennp henomenona ndo net hat “normally leadato achange intheatructum  Of the

1 and Growth, Chenwy, Robinson, Syrquin, Oxford Univemily  Preaa, 19S6,
pagei.

z Develorxnent Studies and Coionial  Poli#, Ingram and SimmoW  ediiora,  19S7, page 23.
.

3 The SCONE Reoon: Buildina Our Economic Future, Special Committee on the Northern
Economy, Legiaiatii Aasembty of me Northwest Territories, page 2

4 ibd, page 2

3
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The processor economic~~aroundthe  dynamic theofy of production.
TtiiWy, thii theofy is based on Kay- income analysis thal introdm dy~k
variab&  Such as popuMon,  technology and entrepreneurship. These and other variabies  were
uaedtoexpiain  economk -w~~economist - W.W. Rostow.

in 1960, Rostow, published a book7 whii examimd thestagesof economic growth, and which
wasoned the first (masamMy)wideiy  accepted holiiviews  of theprooess  ofaoonomk
growth over time, through which nationa ~ Atthough someaspects  aresomWhatdatOd
anddheremnom&s find hm conclusions warty  aimpiii,  Rostow posmiated five stages d
growth whii descritm  a country’s level of deveiopmem

Manyoftoday’s ieastdevaloped  “natmna (e.g. Nepal and Tanzania) fail into this
category.

2 .Weumdhm for TAte-o(f  - techdogicai  insights and development provide naw
production Wctions for agriculture and industry. These insights usually come from
outside intrushs into the tradiinai  society. A mcessay condition was the
buiiding/existence of ‘an effective centraiiied  national statw @ organized poiiticai

Many second world countries and third world countries are included in thii stage of
development. The cemraiiied national state usually exists, although its effectiveness
may be qu@iorlaW. Technology is avaiiabie but may not be appiied or used in

s ibd page 3 .

6 see J.M. Keynes, The General Theorv of EmRiovment.  Interest and MonW London, 1964.

7 The Staaes of Economic Growth, W. W/. Rostow, Cambridge University Press.

4
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~~e-k ln~naturalwndtkms (- klsect
inf~fbodinQ et@ fraqwdy subvert theability  of these ccwunea“ to reach the
next stage ofgrowdl Coumies  .hlthis stage appear toinotude Keny4Pakh@n@
Peru

~The TH-baniera andresktmws to steady growth are finally Wercome.
A@cIJlturai Soars andnew industries expand rapidly,~~
technoQical dwe@nent and innovation.

The key characterisdcs  of steady growth and soaring agricultural productivity make it
difficult toidendlycWltr&s thathwe consistently shown these features. Argendnaand
lndiiare twothat qlpearto  futhis&Wkxtim

4Mauity  (Driueto  Mauily)  -characterized bymodern technology extendii overall
Sectors ofeanomic auivity.  Tentotwenty  percent ofnadonalinoome*  steady
irwesta pemmdng output to incmasa faster thanpopuldm Tedmio@d and
_reneUti skills are prominent The economy  %ndaits  place’ intheint~

~imhtiwpdti~-~“ngly. Asmaturkyis
machacL twoaffects  become noticaab& (l)real  inmmeperpersOn  rk3eat0tim
Where alargenumbar  dpersonsg ainacommand  over consqotion Whii wmscmds
baSiC food sheftar  and clothhg (making it possible to save and invest earnings); and
(2)thestWtura of theworking force changed in wayswhich imxeaad not only the

~~-tottiw-,mwm~ Ofthetotal  population
Working inoffices cw skilled jobs. ~poputation isaware of and anxious  for the
consumption goods of a mature economy.

This is the pendtimate  stage before becoming a fully developed country; among -
examples of such countries are South Kor~ Taiwan, and Brazil. —

5Agec#Hi$l  Masscmsum@m  - as dsposable income increases, leading sectors
shii to consumer durable goods (automobiles, refrigerato~ washers, etc.). lncmSSin9fY
resources are allocated to social welfare and security. Society appear’S to SW
regarding the fulther extension of modem technology as an oveniding objective. The
population beghs a shift from an urban population to a suburban one.

5

h

Countries in thii stage of growth are mnsidered  the most developed, and include
United States, Canada Great Britain and others.

\
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l-lowever,wwle—=aw,k~ asadewbped oourXry, thisdAgnabn
doesnotrweSady  imply  thf&#~~~dthe  —mq@yda@oped Thef=c
isthatnadonai  statisb ortim Wppcdng Wskinddcmcbiom maskthe real and
significant dtiarenoes thatexist throughou  ttheoourmy. Parts ofcanada areweu developed
(e.g. southern  OntariO) while other_ti sti~mgiOnedmoetprovWasafe

~~~. Clearly, thiskind dvanation bs!waen regions occurs in other
muntnes as well Further, there oan be variat&n  within a @on.a

of Gn3wq

ECOnOmkdevelopment ocouminanarea~ ofpotmtiel,  hcluding theoapabilily  and
-tOprOduCe something of value. Thenuion  ofpotential  foranyarea  is based upon
setvioing danidenMed  mari(atorti  Withth800fllbi*0k

—.
●

●

●

●

human resources
physical meouceS

teohdogy

investment.

8 h the MlVT, some ~mun~~  md w= we ~@de~ more developed tham oth~
The GNWT, in a recent draft report,  groupd commun~~  on the basis of population, per capita
income, businesses par capi@ me of unemployme~, naive ~ non-native distribution, ~
employment breakdown. Thw group emerged: I) 4 Devel~ M~et Communiti~  2) 16
Emerging Market Communiti~ 3) 34 R~ur~ commun~~  Appendu 1 summarizes by
graphs and text the differences between these three types of communities.
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wmintherealii  oflessdwdoped~ economies  am freq~awght inwhathasbeen
ternled Wlevicioua cifcJaofpovelQ#.  Thee@ammon.  thatapoor cow!ryia  poor becausek
ispooris illustmad inthesum~h of thechartbelow9.

small Capadly low produaivily
toswa

\ .  .../’ \ Smaubuying
raai inoome m~PW”

.

9 Sae Problems of CaDital Formation in Underdeveloped Countries and Patterns of Tradq
and Develoom~ Ragnar Nurksa,  Oxford University Press.

7 ..
\
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Thecircle  ofpowty exietaon bcxhmeaupp(y-* andme CkmmMde  dtheeoonomy, ae
shown in the diagram. Ontheeup@y-aide,  aiackc# capital for WeatmWt  reaultsinlcW
pmd@Mtydme meoumesempbyed.  ~in~reeultahalowlmfel  ofreal incoma
resulting inaamtM capackytoemm  Thelack ofaavinga  thencreatea  alackdcapitalavaii
fminv~and aothecimlegoee. On the demand-side, theiowlevei  dcapitaluaed in
production leadatolow prodWtivity  inthereaWcea us@this bwproduct&ily lOadatoaan@
purchasing power inthe~ m~~~toa~ bducmmt to invest The
IOwinducement toirweetproduceea  lowlmmld  capitati nvestdinpmduction,  andaothii
circle Continues.

—

As briefly described earlier, economic development and growth can be defined and measured
in many dtierent waya. Usual measures  i~ude gross national  product (GNP) in constant or
current dolm GNP per capi@ ~gmwthrateinGNPP- malpeti
inoome, and othem. In general,  - gti iS rel~ed to aggregate output (or production),
thosO indbtors  that measure changes in output are usually those adopted (eg. GNP).
Increasingly, however, a wide array of other m~ur~ are being used to indica!e  the relative
development of different countries or regio~. They incl~e measures of output, but al’= come
Other indi(XtOB that reflect technology,  popul~ion, and capital. Sinm these are the factors Of
production, their status is an important measure of progress. Some of the other indicators

.
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Asanexampie,  rlaiondaccounts  usa theconceptof~ totake  into account
consumption of mammade assets inthepr~Pm== As Uleirvalue  daclin=,  t’hia cost
.svvritten  dfagainst thevalua dprodt.@on.  Nosuchaccounting  ccmcept exists for anation’s
orregion’s  natural capital. AsnahJfal  (capitqasset  sareusedup,nationd  accwnts showno
-~nst~~.  Aaareaut the fdlinfuture  potentia!~  knot
m~-

Fmutiwda_ w~_~~~WW ~~~~ti~ti H, which
aredependent  upon na!uralreaources forincome,  employmenta  ndexports,  the lackof
8CCOUtlting fortheuse  of theaereaourcea  eaaenWyo vemtatest  hem@txl’spr OduCbVity in
terms of future dmmbpmmpotentiat.  lnthelong t~couti~on resoume
devdopmen tarethemfom evenpoorer  thantheconvmhd statWcssugges&

lhepoint  to bemadein looking atthemasummm ofgrowth through commio@n_
amounting systems is that the numbem generated for comparing growth in different natims or

_doQ!X~af@kdcpicture.

A~~ti@m~~wbtoiil~e~~ka_

~ lnanamalike the NWlwhere nagadve  environmental effactscanhave~ m
term consequences forlocal prospart  y,thenpedla  petheconvendonal  meawres Ofgfuwttl
(which treat nahxal  resoumes aahaving novalue) maynot bethe mostappm@ate.  Another
point concerning the measurement of gti or economic dava@mant & the need to recognize
thatata national lwal,  theimpofts and Ieakagae ofcapital (pmftts) fnxn the country canbe
either amsmablysrna  ilconcem, or a concern that can be managed through foreign exchange
COIWUIS (if need be). However, inter-regional transfers of capital and pr~ which are not
regulated within an open economy such ss Canada’s, can be v@y signif&ant and can have a
large impact upon the economic development of the regions affected - positively and negatively.
Both the ‘h=’ and ‘have not’ regions tend to maintain their  relative status no retention of
capital OCCUIS vvithin the profit-genaming  area.

Many measures that indkxte economic development for a region do not provide adequate
measures of how real that economic development is. For example, increased employment in
an area does nU automatically represent an increased benefit for that area, If the individuals
being employed are not from the area but have transferred into the area ~
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Aflnaipdnt concemsthe~~ dtheneed toincoqmmewkhin~
systems some reaouIwtierlvironmerW  capital~. while Ws@naMa devdopmem’
has beenvario@y  defin@in its broa&stsense  itinmpratesthedual conoe@sofacOnomk
devebpment andemfimnmemal  mn$embn;~~~-wfl==~
usemust besensWe to the environment andsustdnable  inthebng term. lhe GNWiS
Currently embracing thisconcept  inks ~to~~=-~wh
the fonnulationda dka.dOnpaperonsuat~~

SY!m@!Y

Allcountries  andregions  appear togo~~h dscemable stages in their economic growth that
Can becharacterized  byamntsor  changes introduction andconsum@iOn.  The-
determinants of aoonomic growth have tradiity been th6 combination d tactWbgy,
investmm and msoumes (hUmardphyshl), theresults ofwhiiaremeasured  bychangesin
rea!inCOrrte  percapttaovertime.  lhemixd these determinants  irlanyalW  iSdfeCted~*
gmpulation, -mea and Snvironmem  dediied to productiorJ and its! WgWzation.

Fulu?er, measums  ofmamrequired  whiihalbw  forthemawmmntof~ a
WOUS levds (X -- (~ regional, b+ HOWSVW,  in ~it.kM to tha care mUSt
betaken inusing measures ofdevdopmentwhiih  donotevaluate adequately such factors as
resource depleth and environmental degra&Mn. Other equity and dWWtiOd effects that
reflect measures of social development must also be taken into account. –

Public pol@y is required to direct development and to assist in the ensuring the productive w
of resources. The foundah of Canada’s public policy directing economic development is
described in theJ fdbwing section.

10
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CANADA’S APMOACH  TO ECONOMIC DEVELOPMENT

lhe Economic Council dCana@ afederal  gownmem suppottad  eoonomkreseamh and
adviscxy ofgan~ miculated the fundamental approach to economk devetopmmt  in
Canada, In its Hrst Annual Review in1964,  the Council saforthspecdic  basic economic and
Social goals forthecountfy  beliiedto bea@nable by 1970. Although these goals do m
seem numerically relevamtoday,  they nevertheless provide  a~wtkdath d Canada’s
approach to economic devebpment Thekicg oalswereidamikdas

I. full emolovrnent not more than 3% unemployment for the
totaJ Iabour force.

2hiahrate c#economicorowth: an average annual rate c# growth
in outplu d 5.5%.

3.&amWble  statxlltvd. .
LIOQ=~~-~ of 1 .4%

in consllmerprices  and20%forthe prices of ail goods andsewices
pfoducedblcanada

4.yiable~- strengthening of Canada’s international
~x, manimpfovemant inthetti~of
Wem@mal receipts to exceed tdal intemathal  P8ymerm

5.-increase  inlii ~all Canadii shafeinrieing

m~===@ Withthe attainment ofa high and
consistent rate of economic growth.

lnits Second Annual R .ewew, the Economic Council indtied that Yhe achievement of high
growth in the Canadii  economy involves making full and increasingly efficient use of our
growing productive resou~ both human and material, on a sustained basi#]’.

‘0 See Appends 2 for a short description of the factors contributing to economic
development in Canada

‘1 Second Annual Review. Towards Sustained and Balanced Economic Growth, The
Economic Council of Canada December 1965, p. 45.

11
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In terrna of economic pdidaa  formulated for~~~eoonornic  grovvth,
the Eeonomic Coundi~ thatauch growth bedimoted atachkwbga rapidincreaaa
.m the inoomea dtheiagghgare  aawithmlmta  rdingthe conthmd deve@ed in the faeter.
growing mgiorm The Council  fU#W~mended that twoobjedwa diract regional
developmem  theinuwlae in ~itiea for h@h-producthdty err@oymerx  and t h e
acceleradon of program which will contribute moat to impnxementa  in producdvity  generally
in the region. To achieve these two 04@eWea,  the Council outlined %Jrdamen@ criteria and
guidelines for actiom

(1) the avoidance . . . of subsidies. . . to create temporary activity or to
sustain indefinitely low.productivity industries and deelining occupations;

(2) the eneoutagement  of effieient  agglomerations of activity - growth
eentres - within the different regions in order to achieve increasing
eeonomies  of scalq iar~r markets and more useful pools of skillq and to
avoid uneumomic scatter and dispersio~

(3) the taking of decisions in respect of investments in social capital in
aeeordanee  with an adequate consi&ration  of the economic and social
benefits to be obtained in relation to costs;

(4) the recognition of the urgent need to make available additional
finaneird resources to the governments of lower.income regions and
through the appropriate federal ageneies in order to help break the vicious
eirele of low productivity, low incomes, low government revenues and low
investments in growth-promoting seMee5  . . . ; .

(5) the neeeasity  for close ~rdimtion in the formulation and
implementation of . . . regional development policies and programmed
among all leveis  of government . . . ;

(6) the avoidance of selfdefeating  restrictive and divisive measurea  which
interfere with the free flow of goods, eapita~ labour  and enterprise between
ail the provinces. ‘~

‘2 00 Cit, p. 177

12
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*

Economic Council Guidelines and the NW

When the Economic Coundf’s sixguidelines previewed from thepempective of thew,the

~~can be made=.

(l) Aswtthrnany  regions acroascanac@  boththefederd andterritoIial  governmen@ Usegrarz
contribution and loan programs to encourage and promote eoonomic developmem  while

- speaidng thii .asstmce could becomdereda  subsidy, thesupport  doeacreatefutthef
a@vity: itpefmitsthe _ningorexpandingof  businesses, andoffs@  -transfersbY
paying forloeseawhich arelessthanthefull co6tofsocial a@sWn0e.

(~ Atinum-dgti mm~’4~d~in tiW@_-tO~~
and large industry actions and development Wtiin the native population, scattered across
in the north in uver 50 communities, underdewlopment  is still prevalent.

(3) investments in social  capital hwe been heavy in the NWT, asa trained and skilled workforce
is viewed as a prerequisite to long term development. Afthough the costs are substantial, this
guideline continues to be followed, through various federal and territorial initiatives including the
recently released NWT Employment Strategy.

lS See Appendix 2 for a brief description of economic development in the NWT.

‘4 These centres inciude Yellowknife  (the territorial capital), Fort Smith and Hay Riier
(business centres  in the southw~ mnnected  to the MacKenzie Highway) and Inuvik (re@@
centre,  connected to the Dempster  Highway and business centre for petroleum development).
These centres  are classified as the ‘Mature Market Communities’.

,,

.

13
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(4) Forsome time, themhas IIaan _  attentiorI  totheneed  foradditional  finanoM
resources to bwer-income~ Thii~di@su-theGNWl”s appnxoh: the

ph--htheappr@ate _agenc&hasmkvance interms ofapossblefedemi

~wforti~tito~ Weatem Eoonomic D~offke -
the AtlantiOcanadao~ -.

(q The recommend@xl for coodinadon  of consistent ~-~-
addreased through such economic deve@mm  mechanismsas the General Devebpment
Agreement (GDA) and two subsquent Eoonornic Deve@rnent Agreemmts (EDAs) for the
NWT. Therequirement forgreatar co@ihting theneeds  dthevarioustypasof
communities in the NW is racogr&ad  and is ~ing addressed in the NWT Economic
Development Strategy which will be @eased in early 1990.

(6) The Sixlh guidelkle aasumeathat  capital andothergoods andsewices would naturalty flow
tosuchar~~tha~~i~ c#uwcou~; itdoe.s ~address  the possible need
to assist in the inducemem of such flows into the M/VT. The guideline does not recognize the
higher coats of basio inputs (transportation,  energy, housing, etc.) inherent in the ncxthern  and
moreremoteamasof~ ~~~~im~~~w~ capitai,  gooda a n d
sewices.

The following section compares economic development at a more qumbtive level in both a
macro and micro sense of development in the NWT, four IeSS developed countries and Southern
Canada.

Appendii  2 contains inhnathn on economic development in southern Canada. Appendix 3
provides information on economic development in the w. Material on the four less developd
countries is presented in Appendix 4.

—
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ECONOMIC DEVELOPMENT COMPARISONS

ThetheoIyofaoonmiC developme mandtheappmac  hthathasguw~s~
have beenoutiined so far, Thissection  axami~in morepraot@l  tem%ti@miti  and
dmerances between aconomk  devdopmentinthe  NW, inlessdeveloped~. (LDC’s)
andinsouthem  Canada. A~_km8defi~ona@(mSOro)  _~~edbY
aspeoif k(micro )examplecasestudy toiiluatrate thesimWrities anddMWWwaa  intiof
mm~~

The detailed informadon on Canada’s approach to intemathal development aas@amxis
contained in Appendii  5.

Macro Com-

As mentioned eartii,  many variabhs can be
dtierent countries or areas in general terms.

used to compare the relative development of
The factors of production (land, Iabour and

-~w~l~-wti -~k~-r-d-p-n dintisu~. Standard
indiiors  are used by international developmem  agencies to facilitate a comparison a country’s
relative situation. Tables land2 present asummary ofseveralof~~Ot’S Tablel
contahs idormatii  on the NWT and the four selected representative I-DC’s (1’~~ ~~
Nepal, Philippines), and Table 2 Oompams statistics  frOm NVWwith C- as awhole.

From TaMelit isapparem  that there are differences and similarities between the NWT and
I-IX%. Asmajor  diffe~in comparison with thelDC’stheNWT~ch~.Sd by:

● a low populatii  and population density;

● higher percentage of urban population;

● aslightty older popu-

● a higher GNP per capita and higher growth rate in GNP;

● GNP about half that of Nepal, the smallest of me countries compared.

Important similarities shown in the statistii  and other sources include:

.

15

● tidy high ~pU~lOn  growth rate

● primary (resource-based) production is the economic base for indigenous people;
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Statistics Comparison - Nor

NW Tanzan

Area (Sq.km.)

Population

Population density
(per sq. km,)

Urban population (%)

Population growth rate
per annum (%)

Life expectancy (years)

Infant mortaiity
(per l(XIO iive births)

% of population under 15

I Aduit iiteraey  rate (70)

3>76,698

51,700

0.015

52

2.6

not availabie

14.7

33

44

928,00

23,980,0(n

2

3

5

10

4

7

●
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‘Ihblc 1 (eon’I)

Statistics Comparison - Northwest Territories and LDCS

NWT TanmnIa Kenya Nepal Philippines

% of work force in:
agriculture
indusuy
services

GNP per capita (US$)

>50*
20
53

86
5

10

81
7

12

310

93
1
7

52
16
33

250 160 tw21,000

Growth rate of GNP

Inflation rate (%)

External public debt
as % of GNP

12 -0.3 2.1

10.8

.5 26

5.9 21.5 8.8 129

81.6

1.5

-514 million

43.1

5.5

not available

27.7

1.2

-112 million

34.7

3.5

- 1J241  million

not applicable

4.2 I

not applicable

Debt service as % of GNP

Current aeeount balance (USS)

I

* includes traditional activities (wage and non-wage)

,

!.

.
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T- 2

SMkticA Cornparisom  NVWand Canada asa Whale

Area (aq. km.)

Population

Population Densi(y(peraq.  km.)

urban Populatii (%)

Annual Population Growth Rate (%)

Life Gqxmncy

Infant Mortalii  (per 1(M live births)

% depopulation under 15 yearn

Adult Literacy Rate (%)

%of Workfomeim
agrkxdture
industry
sewices

GNP per capita (L@)

Growth Rate of GNP (%) –

Inflatiin  Rate (%)

Debt tias%d GNP

3#76,698

51,700

0.015

52

2 6

not available

14.7

33

44

>50
20
53

21,000

12

5.9

4.2

9,976AXM

25,1 OO,OOO

25.

77

1.1

76 years

8

23.2

99

5
29
66

14,120

2 6

5.5

0.6
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● boalmarkets aresman(smau pudwlng“ power) and fongc-’=’==  mm=
markm,

*education levels ofind@nous  peoples (iipartiOul@~_ -1

‘effective infmmwtm tosupport  devdopmant knotwiddy~e
(oornmunicatii,  ~, water, electricity, etc.);

● asmaUnumber ofreWv#y large proeperousurban~(x  ~e
or regional Centres) cunbasted withmany dispemedti~mm (w
populated mainty by indigenous people) without the WmSttUt Ure, fevel d Sefvice,
and business actkity of thelargercentres.

●

●

●

●

●

●

●

population ismored-,  with few large urban~

h- popukth growth rat=

greater signs of poor health @ant monality,  Iii expctamy);

a high propmon“ of their population under 15 years of we;

—
lower literacy rates;

hgher rates of inflations;

Signifi@ larger proportions of their workforce  are employed
in primary production (agriculture, fisheries, trapping, hunting, etc.);

● relatively hgh external debt as a % of GNP (atthough this factor does nd aPP~
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There arealsodhercmmncea whfchare  ravededbythe~ unlike dwdoped parts
of theworid, leasdevebpdarea$-  havethe fobwing~incomrnom

● small, dispemed marketq

● the Iabour force is not weJl educated, skilled or highly trained;

● effdve Mastrwure  for devebpment  is frequently not availabie;

● inabilii to develop independent c# the influence of other
countries or govemmem

● limited (or no) tradii or experkw in business areas;

● lackc#financial sewices m most rural communities.

-i,WW~S~~mN**TtiO*@tiWS*Wm

incomparison wirhthenumberofd mrences  between these areas and Soumemc-seem
to indicate that the~ to economic davdopment adopted for southern Canada are
not appropriate to fruii~ imkpmdem and sustainable devebpment in the NWT.

While there are certain “developed markw ~mmun~~ in the W (e.g. YeUowknife) which
exhibtsome of thecharactmistics  ofdevaloped areas ofsouthem Canac@the  vastmajority  of
the COmm@tiOS  and outlying areas reflect those characteristics which are shared by 10ss
developed countries The system of categorizing NWT communities into three classes (with
most falling into ‘emerging markw or “r~ur~ communities’) points to the fact that most of the
area has more in common with LDC’s than with developed economies. The stare of economic
development in these communitii  (in terms  of private sector opportunities and the necessaq
supporting inhstrwwre) is low, reflecting these parallels with the LDC’S. See Appendu 1 for
a description of these M commun~ Categories and  the differences between them. The NWT
Economic Development Strategy addresses the concerns outlined in thii section.
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lnorder toillustrate moregraphk@y and morerealik3dcalfy somS

~a~m- tx3~ -example
hypohtH  dwe@nem dasmaO hotdin anoutlyiioonmdty,

dthesesimifartt  band
Casestudy invdvaattle
and fookaatanaspe-,

fromproject &noe@ontooperWm meaotMiee  and==o@ted prOblWMi~~~
dewopmmdthisfacility  wiilbecompared  fromthepwspedw ~~~rn~-
areas (Southern Canada the Nw, andan LDc).

Thepmposed dew@mmt  isa25 room complete sefvice hotd(room!% foodand~
service), plus an (xher~ _ -i~ ttwillbe assumed thatthe~k
beklgundwtake  nbyanindigenou spersonin eachofthefolkwing bations Owen sound,
Ontariq Boughton Island NW and Naivasha  Kenya These ~““ share manycommon
features each is an outiy@ community with tourism potential, and ail are on vi@tw.

Fundamental to this case study is an understandhg  the particular circumtanc8s dtiating the
general cJimate  for busimss  &@opmnt ineachdt  hethreekationa Presented below are
Short descriptions of thecircumstmces =ngeachantrapreneur,f~~a~ -W
theddfemnms andsimilarities  for avariety  c#acth@esineach~.

southern Canada . Sound -rnistil  ~hSsakMghiStCMYof  buehwaawitha wide
q of enterprka from primary to teniary industries present in the area In normal
circumstamxs  (expsndng  economy), numerous employment opportunities arise from won
in both the private and publii sectors rne community has an oftkial  plan to help guide rational
dev~ with zones designated for commercial, industrial, residential, racreatio- and _
Cornpatible.w  within its hmdaies. rne city has an established adminktration whii actively
Seeks andheipspmspech businesses to locate in the ~ through an Economic
~ -.

Owen Sound has an established inkastructure  which supports development initiatives. rn~
are e)(c%llent  transportation links to larger centres, municipal water and sewage system,
communications links and a full complement of financial, business and personal services. hl
terms IX social infraWwm re, educational institutions, social assistance programs, Mning
Wilitia  business organizations, and other facilities/services are available to sewe the public.

Many business opportunities exist  in the ~ea and are open to all area residents. In other words
there are opportunities for an individual to develop an industry or operation and buildup equity.
The business and legal climate encourages enterprise.

21
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wthin150 muesofowen sound mappruximatety  tvvomiakm~l6. mspopdakmis

~~~eandsQnmant market forthetwJteJ ~m--
ia however,  .comdwme~forthksmarke  andanyhotdier  intheamamustprioe
Mmb@M@a~_~(~~ti~~@tititm).  On
theother har@suppliers  areatsocom@tHy @oingtheir  pmduot%_k@@Wti
hoteli#s  input oostsobse toindlJstry  Weraga&

In summary, W PrqxcWe. MaWrin Owen Sound faces aoornpedtive  aituaWm but hasa
market andallthe  rWcaaWy support $Wioeeat  hsorherd@Oeal  Thecomm*b
~ to private enterprise.

Nwr-Bouahtonl Sland-mehdel
is quite dtierent  from that in Owen
people (hit), who have virtually no tradition or exprience  in modem business practicea ThWe
are few opportunities for gainful employment in the community; in fa@ many residents are active
in two economies (cash and subsistence) where income from one permits participation in the
other.

Territorial government sewices inthecommunity i n c l u d e  heatth,  - sooialandeducatiOA
sewicea AnEoonomic Devebpment  Office is located 200 km. - in Pangnirtung.  Re@dents
d Boughton Island have tradiily been self reliant and used the land and water reSOU-
forsuwival.  ~~~md~h~MW~sknim_:_--mu@
qqmacks  have been more common.

There are no business Sewices  in Boughton Wand: aoOounting,  legal,  fin-, mm.
architectural andother suchsewices are not available. The neareat location for these sewices
is Iqaluit - 45(I km. away by air, with no road connection. Although g- loan and contribution
program support is available, these avenues for financial ass&mce are not always relevant or

— well understood.

The inhstrwture  in the area is not attractive to business. There are no Continuous
~ion links with the south or other northern oommunitiee,  exoept by air. Because  Of
the communily’s idation, the rocky bcation  and the perm~ headng, eledridty  and other
inputs and support systems are very costly. There  is no manufacturing in the community,
other than arts and craf@ all supplies must be imported. Delivery does not always follow a
schedule.

16 Owen Sound benefits from its relative proximity to Toronto if a more isolated community
such as Wawai Ontario had been selected. the differences would be less Pronounced. ~~
Sound serves to highlight the differences t&ween the NWT and southem°Canada

22
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l’hemarket  forahrx#Or  ifl~hton -  issmallandapecMmd  lhed~that
WdstSan  dbusinesspe opbmusta andtheiknked  numberd traWOWatothem  led
toaminimAmd~ demand forhae!sewicea withreWuely  f?3wfacifit.W$ and
~tohofd thevisitorinthe~  amass market doesrmexkt  F~, since cJimate
isadeterminant  ofdernandaven  ina _&edrnark~  the#OctiVOseasOrI forattracdng
tourists to Bou@tonlsl andisveryti the season ismstricted  prkmily  tothetwosummef
mahhough latespring  useisgruwing.  Toexpand  themarket andtocreaternad@
swarm the hotelii will have to adwtisa m w~hehaspOesib& never seen) afld/or
create a business link with a SO- travel agency concentrating in the pmhsion of specialized
seIvicae.

~ hotelier’s positkm is further complicated by the need for community acceptance
ofhsproposat. There must beamnsemus within the community that the type of facilii
planned is in k-ping with the H @iIosophy for dav~ Frquently, considerable
d~ is r~uired before community approval is given.

Tosummarue,the~Wan  entrepfenaufin-on~isa  dtilt one.
community ~isfundamen@  mddevdopment  dahdelwiU  involve taddingmany
-and~prmbhtk  meseprobhs  are fuIther~ bythe lackof
ex@ence  andexpedse witMthecomm&ty.

LQC -N”~- The Kenyanhotd  developer faces aaimatimt h eaimMrtothat
Boughton  Island hotefii prerequisite to success is the obtaining of community suppott A
- diie~. -ever,  is that the means of gaining community apprwal and all required
permits is not through d~ but through financial comibutiona

—

The entrepreneur in Naivashs must contend with a cumbersome bureaucracy which is difficult
to n-e successfully and impossible to navigate  quickly. TWO mechanisms are generalfy
effective: one involves su~ paymentq  the other i~o~~ obtaining the sponsorship and
inffuence  of a local senior politician.

Many businesses operate in the community, but the busin~  people are not atways open or
helpful to other new businesses. TO achieve  any assistance or cooperation, tribal and family
Connections are almost  always neceseaq.  Fuflher,  because  labour is so plentiful, wages are
low and opportunities are few. TIW ~llii to amass capital or personal equity is small, making
business investment dficutt.

~miiar to the Canadian notth, there are few reliable  SUppOrt setvicee  to local businesses in
Naivasha Many such businesses are present in the area but their level of efficiency and
capabilii is inadequate. rne physical infrastructure is poorly maim”ned:  water, roads,
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-land~ SenAces aredten  lessthan depncwa Powefshmagee  and
lack ofpotabie waefoan cause significant~ @ongwith the&masingpKtb&mof

w.

Equally similar tothenonhern  community, labouris  readity  ~inthe~but genera!Jy
lacking in Ox@ence or training. Those empbyed in the town usually subsidize family  members
inthehome  rural areas where subsistence acdvitk are mainlined.

The market for the Naivasha  hotel is d~lt to characterize. The surrounding area is home to
alargepopulation,  andthere  isa .comdemMforeign  tourist population in Nairobi about 1S0
miles away. N~thetietf oranewh otelcannotb emnsided Iargsx Substmdal
competitim  forthefomign tourist isalraady  present inthewindustry inall~ of Kanya
Like the NWT hotelier, to be a~ any new hotel developer in Naivasha  would have to find
a particular niche in the market.

F@ure A presems  a summary of the similarities and the d~erences inthe~ confronting
entrepreneurs inthevariety ofactMiea involved in dave@ing a new hotel. As the figure
-the NWcommunity  of Boughton Isiandappears  to bethemostdiffidtof  the three
kmtions examined for the development of a new business. Thecharacteristics  shown for this
community apply to all 34 “Resource Communitiesa and most of the 16 ‘Emerging Market
Communities’ in the NW.

—

.,
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Phase/ActivRy s. Canada

1“ P!amin9
-land acquisition ~-
~-
-kxalprofessiond  assistance for
site, building p&ns available

-local financing available

2 Imcdernentatioq
-local Contraccom
-inspectims (focally) organQed
-materiatskupplii  mailable f o c a l l y

+Ue ~ ~
available locally yes

3. Operations
-management assistance
-trained staff
-marketing services
-steady supplies
-credii

4. other Dtittii
-competitive market
-cost of inputs(exd.labour)
-period of operation
-other tourist faciiiies in area

available
available
available
mailable
available

yes

yearround
many

notsmi@orwad

not available
not available

few, if any
nd available
not locally

some
few, none
not amiitile
difficutt
dfilt

limited

high
short (summer)
few

coma dtmculty
difficutt

some available
little available

not available

few
very dficult
difficult
difficult

yes
high
yearround
some

*
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The foqoing sedkmereveal simiiadtjaad  economk dwe@mmtinaouthem Canara the
NWTandfour  lessdevebped~ Major .ddkemesamafao” ~ - -
than anythhg else, this informatbn indicates  thacomparisms  mdimoldtbeoauee  eoommic
deve+opmem  isacomplicated~ Thepeople, reswces andhfstorical context deaoh
area examined amunique, and each area creates sirlgulardmm@mes for acommic
developmem  lnthisfinal  section,  vatiouaaapactaof~ wiilbedbcuased as they
relate to the inforrnadon already presented.

Specitic  results d this aMlysis indiie the foliowing.

Aboriginal people orpe@eofnative~,  espe&Ily  those islessdeveloped are~ have
Iittle Orrlu ~in~“ ithasnot tradiionalt  ybsenapaftd  their indii
culture. As a comqWWe,  developing mmerpliseisnotan Scdvity  whiicomes naturaiiy.
lfthedm@ment rXprhtatebWness  bynativepeOple  isidenMed asapdority  ofgowmen@
then d- approaches to this @active  will be required. Typically, public assistance
programs are devised and administered by non-natives. Until more native people gain further
familii  and expwkca with buskwss  pracdce, however, there will continue to be a need to
develop differemandmore ~~fofthe~andsupportofnative

Absence of Business Skills and EdUcation

Related to not having a business traditiin  is the Iackm business skills and training, as well as
low levels of fundamental education. These problems prevail in both the NWT and the LDC’S,
and present real barrkrs to development

Restricted Access  to CaDital

The availability of fundklg and financial services  through commercial/private institutions for
business development in less developed areas  is one of the largest obstacles facing

entrepreneur’S. In outlying communities in the NWT, not only is there a physical lack of access

(few i-ions),  M them is also a cultural barrier. The institutions with funds available are
non-native an entmpmwr  is confronted with the requirement for application forms and
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lnterms  ofcapitai buiid-upfofeqq~- theram@@fiudyfewef~
. . to

accumulate capital inlaesdwdoped  areas manindevekpdsreas Thisappliibetwaan
MiOrlsand Mweenregions of acountry. ignoring funds sertthome,  itiaeaSiOr  to-m
income in Yeliowknife  than in h@ton Island l’hg equity requirement for small b~
development by native people in particular should be flexible  in recognition of mm real barriem
to capital accumulation.

~mited Business SUDoat Services and Public Infrastructure

Unlike the situakm in devetoped are+ entrepreneurs m less dmebped  areas are faced wth

adearth  ofsupport sawices for business. Few legal, accounb.~ hancial, management or

-~sewices are available locally. (lnthe NWT, only fourofthemOra  than50

communities dfer such servbs.)  Inaddiitothe chakngeofsmaller  rnarketaandsigftii
logistical  probkns ofopemths anddevelopfn~  theentrepmneur  inlessdevelo~-
dSOhasnO _sysV3msf0 fSp SC~Q0d ~. ~ObUt%~mUsteMb
sufWie@ talanted orengaged inabusiness  opportunity sogreat that flawain~
Can beabmrbad

Thel=of afullydevelope dandreasonably priced system ofi~ support for
rnunidpal sewices isarnajor cons&aint for developing regions. Basic water, eleMdty,  Sewer
and garbage sewicas, roads and transportation networks that developed regions take for
granted are a major hurdle W development. M/hen development does occur, it is at a much
hgher cost because of hqh fixed overhead expenses.

Small or Poor Markets

For northern entrepreneurs, the distance to markets  and the availabilii  of markets pose
Signifim constraints to development. Local markets are small, both in physical terms (number
of pOOplO) and fin~cid  terms (buying power). Markets of any size and consequence are long
d~m- w~. Furthermore, because of their in~itjj  to compete effectively with mass
production in the developed areas,  products of the NW and I-DC’s generally must be
Specialized. For example, the Boughton Island hotelier  is confronted with a highly specialized
tourism market the hotel must provide a unique experience or mix of products. This m-et
is very small, difficult to access, and a long distance away.
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There isafsoafufther  problem daccess related to the formulatii  of the programs themsdves.
Certain requirements madeofapplkxnts  orrsMcths piacadOntiW@~nmeffm~
P@de the majorly  of indiiuals  for whom the programs were initiated. Such adminktrative
cmstraints reduce access tothese pmgramsin LDC’s and the NWT.

Jiiah Cost of ~

T h e  NWThasa  “conAWWy higher costoffiving  thanaxistsin Southern canadaandisafso
~a@K#W_wed irdk@On  thansouthem  Canada Thecost of doing
business inthenorth  issubstantWly  hi@erthan  inthemoredadopedregm~ca
Thii SituWon pmducestwo  ~l)mthernresident  s(e~~~~e~)
reduce their consumpio  no fthoseitems  requiring cashoutfayS arldefWtiW&~ a
subsistence or tradiW@ lifesty@ and2)the  wages andsafar@s  paidtomXhememm~m
sufficient to cover the costs incurred, & they must be higher. Ammgtititi
ecmomic factor% thecostoffivi~  has @rnantaf  effects l@Orlthe  eCOllOmy:it  @OwSttW
integration c#tipeople  into the modern economy, and inmasasthecostof~.
These samecirwmsmnces areprevalent  inother fess developed areas dtheworkf.

Similarities in the Pursuit of Economic Development Goals
.

All of the areas described had esserttiaffy the same goal of development increased wealth

(emdqmm and income) for an increasing proportion of the population. The means available
to each area for achiing this general goal were diierent,  and yat the same general

approaches/principles to economic development were used. In most cases, this mem
attempting to shift from ptimarity a resource-based (agricultural) economy to a more
industrialized one (efforts to increase the productivii  of agriculture and other primary industrk,
etc.) or service oriented economy; improving education, health and social setvices  for lSrger
numbers of the popul~ attempting to erect the necessary infrastructure to supp’t
developm~  creating a @ii climate where greater numbers participate in the organiz~~
and benefb from develop- and, generalfy, building on their natural strengths. This general
approach to economic devdopment .S used by the GNWT  in its NM Economic Development
strategy.
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The””dcmbuba~and~effactaofme~ p--of~~of
Canada arediluted thrwghmn  the country. Potkymakers  knowtMmerewilfbe al
improvement forsome people ffgroups  while othera Wilfbeworse off because of acertain
policy, thedistribmional effects are weighed poWcal& and, attimel ignored or-ed =
unimfxmant While suchapolicy  stance canbe rabnahz“edatthe national levd, whefe the
effects aredistributed over24million  paople, these sameeffects  become veypersond  and
demmXmM inasrnatler economy andpopulation suchasinthe NWI’. Forinstance,  whife
ah@interest  ratepoiicy for Canada asawhola may bethemost  logicai  policy  toadq%ti

mew newWeeshtwe  the fobwingeffects  (arnongothe@  onmeeconomy of the NWT
(1) reduced investment (tm expemhm toexpand orstartupan~);  (a reduced
employment opportun~  and (3) increased participation in the tradii (domestic) economy.
Similarfy, a national goods and sewices tax may have mpewssions greater than expected for
nolthern residents (accounting services, low voiumes  d ~ high transportation inputs, atC.).

Whiithe NWlissubject tonationd @ii_ ma GNWThas liivoice intheformulation
ofthosepolii TerrbiWy,  the Ghnh/Tsets  its&ve@mmt *-Mk~to
oraffected bynatkmaf poikies and Wnateiytheext&lt  offederal budgettransfers Thaws
arealso  sub~tome effects dmeir  Ownpolii, butmeydo  have direct Control overthase
polii Ontheother  hand, the LDC’saresubja2to  Suasion orwercion fromintemadcml
Manciali “rm@ions (such asthelnterna@rW Monetary Fundand Wodd6ank)to SdoPt _
-m for their economies. Thii situamn“ Often invohmsthe adopdon ofdictatedpdiciee

~~~economic recovery or sustained and more equitable development. These
condii am prerequisite to the rescheduling of _ improved terms of credii or furthW
direct financial assistance from these institutions. in a sense, therefore, LDC’s are also subject
to the economic poliies and phities  of other bodies over which they exercise lii10 or no
influence - similar to the circumstances of the H.

The Effect of Currenov Exchanoe Rates and the Balance of Pavments

Less developed countries expend much of their energies in me pursuit of hard currency (a
stable western currency), necessary for financing imports required for development. Excharlge
rates arevery important to these countries. Evanwhert  theprices ofmeirexfm  goods and
services dectine in world mark-  LDC’S  will continue to export in order to generate even the
lower amount of foreign exchange. A decline in world prices for primary goods and OXChSngO
rate fluctuations can have a significant impact upon LDC’S.

In wntrast,  Canada has a stable currency that is one of mOsO sought by LDC’s.
while not unaffected by worfd prices for its export goods, k not driven by the need

The NWT,
for foreign
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Econan&a (Tr@ional and Modem) Sumortino Each ~

Animpormtfeature  dthe economies of thehwrand  u)c’s is the exMenca C#twodistinct
aconornies—~ (domestk)  and modem. whereas  auewnmies(dev~ and

und~ twe these dual economies present tosomeexterl itkthe size and
continuing importmce  of the traditional economies inthelessdwdoped  areas thatis
noteworthy. In the NWT, the tradii economy isalmost  exclusively a@emmemn  of the
native ~tiliet hemodemeconomy hsodcalfy has been ~w~
people. AcomMation ofnon-naWe  andnadvepersons participate intheeconomy today, with
nmnative business persons usualty takiithe  leadinrnuch  of the&#opnmt Byviftueof
its existence, the modern economy facilitates and supports the cost of participation in the
tradiieconomy  of thehNVT. Ontheother  hand, thevalue&the  msoumes harvested forms
a major import substitute whii has the effect of retaining capital and thus making the funds
available for bcal use.

lnLDC’s, where itisby nomeans cfear whiih economy supponsthe  other, inali probability the
modem economy is supported by the tractional economy. ~ tradii economy provides
the resilii and support nwessay  for the pursuit of development of the modem economy.

Theextent towhichthetradii economic advitks cancorttinueto  grow within the
devebpment  dmodemamnomies isamatter  fordebate andphii@cussim m
d~ma here involves individual choice, cdtural stabifii  and fuWment  and overall economic
devdopment Thiiisaue wasaddressed thus atan economic davdopment seminac

“To the extent Posslhle, individual native people should be able to make their own choices
about how they wish to live. This implies not only that they should be given access to
southern ways by means of education, but also that every reasonable effort should be made
to assure that resource development does not destrrq the renewable resources on which this
traditional way of life is critically dependent.”17

in futther  developing its modern economy, the NVVT principles for sustainable development
recognize the importance of the subsidence hwest economy.

17 ‘A Southern Perspective on Northern Economic Developmeti, William G. Watson, in ~
North University of Toronto Press, I ga!j

-1
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to Neao@te DeWomg@  ASsmncq

Canada’s approach to deveiopmem  “~haschan@ overtime,  ti isnowdirectai
towards satisf@ng vetybasic  naetkX  food, Ileaiman dedwado  nissuesar efundammd. m
Smountof funding for +assstme programa inanyonecountfy,  wiliiendsu&tanW“ in any

m y-, is nonetheks suWient to produce results overtime. The Government of Canada’s
~to~-~~==~~-ed~~=d isnotaimedso
muchatbasic  naeds, asat ways and rneansd  stimulating  growttx bushess ~

m- -- -Ing, m=lmgement  of entmpreneuriatisrn, e t c .  m e  r a n g e  a n d
amount ofinternadod dew@mntassistance  fromthe Govemmantd~iS(Of~)
muchgreater  thanthatpmided t h e  NW. ThO_goVemment’s  annuaifinanciai
wmmitrnentto the NVWis Xbut itis mom directed.

Canada’s intematio@ assistance programs increasingly recognize the unque circumstances
of dtierent  COUrmies,  and am being dtied towards  thosa dvides that have the gma
potential for success within the reaiii ‘8 of that country or area. h two cases Canada appiies
some mm suasion  on assistance - environmentally sound development, and an expanded role
for women in devebpment  These same principles seem to apply to northern development
assistance as Weli.

‘S Neoai Land Resource Assessment Proiect : An Evaluation, P.G. VVhiiing and D.M. Lang,
CID& 1988.
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Fromthe fore@ng  theory, an@ysisanddkusa&n, ilisappamnt thatuleprooesad~
devdqmm isacomplexand~ topic wkhgmalleftecta  @estiomdr@
distfibuth/e  effqrataimd benef&g and sllstafnable  dwdopmm allpo&u tothedMnodon
between bdancsd eoonomk devebpment andcommedd ~ E~ Sndfmlicy
makers are increasingly reoo@z@ that Whii ~~ isafundammtd
component  ofoveraueconomio~ thetwoare  notsynonymo=

Thiireport  haspmsantadsome  thoughtson how ecmmmic devebpment issimiiand how it
dilfars  inthe Nonhwest Temit~in lessdeveloped muntnes“ andinthed edopedeconomy
dsouthsm Canada! Signkant  dmimieawereidentmd in~~~the~-
cheselected  LDc’qtheee  Sifni*appeIaf  to~!he~ Whiohemefgedtfom
thecomparison, andonthe whole, suggest thatthese  areas shared greater simikrities in
economic development thanexistedbatwegn  the NWlsnd southern Canada. There appears
to be some-rabonab fordeveloping new or more mqxmsive  appfoaohesto~~
development in the NW’E some of these approaoks could more ~“etybe basedon
SuOOeSS achiied  inlessdevdoped areas of theworld rather thanonpdicie sadopted for
southern canada’s  moredeve@ed  economy.

.

.
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INTERIM REPORT
.

The Problem
Not all communities in the regions have benefltted  from
recent economic growth

*

Major Chamcteristica

After analyzing a number of
socioeconomic indiq it
became clear that while the
N’WI’ economy continues to
perform better than the national
average, two major problems
persist:

1. Wealth in the NWT tends to
concentrate in the major
centers or in too few hands in
the smaller communities

2 A significant portion of the
wealth generated in the NWT
in the form of income and
profits is not retained.

Contributing Factora

The reasons for these
problems are many, a few facts— stand OUfi
s Education levels in the rural,

remote and primarily native
communities are far below
the Canadian average. In fact
there are less than tine
hundred people with more
than grade 10 that are
unemployed in all
communities other than
Ycllowknife, Hay River, Fort
Smith and Inuvik. Despite
high unemployment in these

communities it is necessary
to import much of the skilled
Iabour. In fac& only 33% of
the arrent Iabour force was
born in them.

● Markets are smalL Only 16
% of the population live in
communities with less than
500 peoplq yet 60% of the
communities in the W
have population of less than
S00. A population of 500 is
considered to be the
threshold for many types of
busin-

● A lack of entrepreneurs and
people with managerial
_ RStfict the
development of
Oppiti= in the smaller
communities

● A lack of private capital and
access to capital from
commercial institutions is
lacking. –

“ Roductivity in the
production of proccsscd
goods and renewable
resource industries is
relatively low because of
short ~ a lack of
skilled labour, a lack of
economies of scale and the
lack of capitalization.

3 November 7, 1989
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Employment and Unemployment
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Occupations
Employment and Occupations By Group
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HismY
-~m~of Norm America rn&ated frml Asiaacfuas the Befhgstfait
Ovartwenty  nvethomand yemlagotttla  !kstampeals  amafsti-l,mpm
Englii  aetWnm& dH@adalOngthe  AWrlticaOabcWd andprOvMed baaeaforthefWar&a
and furtrade. Quebec began aga Franch~ outpost and fonnedthe  foundadon ofa
thriving fur~. Economic rivalry behmmthetwo Emipean  ampimand  theco&nieawere
Mhertof  nbythewar sandconflictawagad  between thetwolWiona.

since its wnMer@m in1867, Canada has hadarecord  ofsteady andsubstantM  growth.
Populatii  “mcmased rapidly during a period of actiwimmigration and western settlement prior
to World War 1. A similar period of growth (assoaat“ edwithhldusttial  advanca) folbwedworld
War II and by 1961, Canada’s populatii numbered 21 miilion.

The enormous size of the country required rapid development of ~“ systems. The
Canadian Pacific Railway completed its first tmnscominental  track in 18SS; within 30 yeat% two

tmmcondnentat  lines weminoperath.  Canal systems weredave@ed,  and the St.
Lwrencaseaway  pmvidesocmgdng  veasals access tothe Great Lakes andtheheartofthe
continent. Air rout= and gas and oil pipelines also cross the country. Development provided
access  to new resourcxs pulp and paper, base metals, oil, uranium and iron were added to
earlbr traditional exports. Secondq industries advanced rapidly, particularly in the areas
surrounding the large cities.

1
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Thepo@athm dCmadaha6doublad  shce l~the~d~padcodhUto1960’rn
lnl~thepopdabnwas~o~  55%d  Cmac&rm Hvghmaro@tmm  (over
loo,oa))  and B7%ltve blurtXUl afelas((Jver l,ooo).  The Pmvtnc@ dmacUtXXaforouW
onethimi the@onalpopuMm&  62% of Canadhs liveheither~mQueb=  The
MrtWast  Territories amhometo  O.296 dCanadii

The ethnic background of Canadians is BritishJrish  (4096); French  (2796); German  (5%); Italian
(396). A large propdon  (17%) qmsents awidevariety of backgroumald 8%cunefrom
momttuan one group. Native peopie(hldiarla  ndEskimo) account forontyl.4%oftfle

~.

Thenatural  ratedincreaseh  population  is8perl,000. ThelifeexpXarq is73 years for
males and 80 years for females.

Thecmadanhd ustrabasekomwmmed inareaa along thelJStxxdec  hBtitkh  Cohmbia
and Alberta  andincentrai Canada (Ontadoand  Quebec) .The Provhce dOntarb Mctions
asthehubdewnomic z@ivity  rnOanada  itcontains  thekq)eat mamktwing base and
a@c@ralsector  andweUaatheiargest  city, loront~which iettteprinwy finmdal and
eewiceecemre fortheccwltry. Omarioacwunta forover40%d—~ GNP. The four
Anantlc pminceelmd S@cadwm and Manitoba area@ahr#y  dentad.

Trade liikswith  the United StateS are ‘hnpmant to canada The USA accounts for

-mat* 75%ofcanada’s total external  trade andisthe  rnajorsource of demand for
manufactured goods as well as agricultural and raw material products and energy..

Agriculture is an importam source c# export earnings, in spite d the fact that it accounts for onty
5% of total employment and approximately 3% of GDP, Mechanization and cortsolii have
resulted in large, capitat-intensive  operadms.  Output per worker  has risen more rapidly in
agriculture than in other sectors. The Province of Ontario has the largest total farm income.
Some agricultural expotts  am controlled through federal agencies, such as the Canadian Wheat
Board and the Canadii  Dairy Commission.

Canada is the worlds largest exporter of forestry products. The pulp and paper indust~  was
at one time the Ieadng manufacturing industty,  and still accwnts for40%of the global
production of newsprint. Timber production is often cyclii,  dependent on the residential
construction adivity throughout North America

—
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canadaie  atsotha  wOrld’s iargaat@qxxlerof&  over75%  dlkhpnxiwta  areexp0rt@
(q~-w-). The fiaNng MUetryatxOUma forodyavaty  srnallpmantqp
dthetotal GDP.

The mining i- is vital to the Canad&uI ~$-~~w vdnamMetoprka
fbdwths andoompetitkn frum less da@opedoounttias  Canada produces avariatyof
metals andminara@ andistheworlcf’s  Ieading producar  ofnkkei,  zincandaabeatos, asweU
aaamajor source ofpotash,  wppaf,  Iead and iron ore.

Manufacturing aocounts  for approximately 20% of total output, TIW leading manufacturing
Industnes (apart from transport equipment and household dectrid goods sectom) fOCuS on the
extensive natural resoums foodand bev_, woodprod~prinWy metal andchemid
industries; and peGo&um refining. On a smaller  scale, manufacturing indudea ckthii and
t- plastk$ tobacco pmduc@ leather goo@ @nting and publiiing,  and non-matallk
mineral products. Foreign investment in ~i man@cturing is high: 23% of the norl-
financial industries are controlled by foreign interests (mainty Amerkan).

The COmpositkn  of GDP is increasingly showing concentration in the sewices for bothpublb
andprivatesectofs  Thisisa  reflection  ofthaamadygfowth  ingovernment  expendiiafld
growing persmalincomes reauttingin~ demand forfinan&L  leiaureand  Other=@=.
Despite their impmtance assourceaof~ raven~H agticuttura  andminingaocoM
for a relatively small shared tdal output. Spandng  on capital investment has seen a deolirdng
share of GDPin recent years Muohofthe  recent growthin eocmomic  auivityhaslxerl
~ed in Ontario, and the nature of the act.ivii has intensified regional d~arities in living
standards. me western and prairie ~ovi~ me s~ered from  weak  energy prices and a
worfdwide glut in agrkuttural  products.

Growth of the Iabour force has been rapid: between 1978 and 1988, the Iabour force expandedI

~- at an average annual rate of 2.1% to 13.4 milfion. TIW trend in the number of indtiduals
r Workhlg or seeking work has undergone a gmdud deceleration  since the early 1970’s, for three
I reasons: (1) immigration is no longer as important ss it once was; (2) the peak impact of the

pOSt-WSr baby bOOm on the job marjmt  has r; and (3) the increase in the pSItiCipa’tiOn
, rate is beginning to slow due to saturation. The relative decline in agriculture has been an

important factor in post-war employment: from 25% of employment to onty 5% now.

After the peak in price increases during the earty  1980’s,  infiation~ trends have declined in the
economy, although the central Bank of Cmada cominu~ to pursue a high interest rate policy

I 3
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tosubduewakmary~ Theannualriaedtha (xmwmer  pliceindexhaa~
msteadyaince  1964a alevelofabout4%.  ~aresultofpdudvky-,tir-
since 1963hanle Iisanless thanproducar  *widening profit rnfu@ns

mlefaderal govafnment  hastheright toimpose anymode ofmxation  while ttleprovilw=!  -
through themthem~a’e matrimd todirect means dtaxationforxti~
Puqmaes  To facilitate theordarly  collaction of direct taxes there are fedeml/~ti=

a9~ dfiveyearsduradon.  Under the tax agreement coduded  inlm,thefederal

government  ~ht WwaYMof~e —ed~Pro9ramrnes ithadpvioldyiniied
in provincial realms d responsibility. The agreement also limited equaliin paymmta paid
tothesmml’ haven ot’provinces. Recently, agreements have beensigned  betweeIlthef0de@
gownmnt andanumber  dprovinceae  nablingthesa pmvimes  toretain aiafgeahareofthe
revenues from energy taxes. Privatisadm ofpublii  enterpdses  asarneansoftiting the
budget deficii, reaiii about two billion dollars between  1984-1966 for the federal government.
Further tax reform is currer#y  being considered, beyond the fairly rad~ reforms made earlier
in the income tax structure.

Net publii detx incmasad from 27.6 percent of GDP in 1960/81 to 51.8 percent of GDP in
1966/87 and amounts to $264.1 billii. Debt interest payments have increasad shaq)ly and
reached an estimated 5.4 percent of GOP in 1966/69. Canada has traditionally been an
importer of bng term capital

For the past 100 years most of Canada’s exports have been dtied to the United State%  in
retumfor agreatervalue  ofmanufactured  and capital goods. Thecurrent accoum which has
beeninadeficii  po@tion, has beenoffset  byinflowsof  U.S. capital intheform ofshortandlong
term financial investment, as well as direct foreign investment. since the early 1960’s, however,
Canada has moved into a surplus in its trade with the U.S. The bait constraints  of geography
and population have helped promote the integration of the two countries economies the U.S.
supplii about two thirds of Canada’S  im~rts and prcwides markets for about three qUafterS
of Canada’s exports. The bilateral trade flow between the two countries was vsJu8d at $164
billiin in 1988, and was the largest trade flow between two countries in the world.

Canadian exports to the U.S. have changed in composition over the past two decades. In 1960
over 5096 of all Canadian exports to the U.S. were fabricated materials (i.e. semi-pmcessad
goods such as timber, newspri~ chemical products and  refined metals); between 20% and 25%

were crude materials (eg. potash, mineral ores,  atc,); about  10% were food and related
productq and manufactured goods comprised less than 10% of the total. By the 1 ~S
manufactured goods comprised the singie most important categoty  of exports, making up ha!f
the totaL While fabricated materials, and food and related products have declined substantially,
crude materials still account for around 25% of the total.
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whweascanada~imposad-  hightaruTs  topmtact  mJatIy,  t2amdimtarufa
now-not @mfk=ww---mw@@**~f=f=  ma-
--~ WRltthau.  s.willdtart hemmatbnd m~~*
Wittlcanark  soonhaving  fraaaccass toafnwhlargar ‘domastk  mafkat Canada’s Sau3d
Inajortradin  gpartna  ris*wtwlsupplkd &3%of  Canada’s impc#ts  andtook5.4%d
Car@a’s axportsin  1987. Ths Europaan Econom& Cmmun&y asawhola isalarger_,
Supptyhg 11.396 d imports and taking 7.396 d axporfs  in 1987. llla UIlitad Kingdom’s
importam assatfadin  gpartnarhas &clined staacNyinr ecantyaars
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APPENDIX 3

ECONOMIC DEVELOPMENT

IN THE NORTHWEST TERRITORIES
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Thetotai  areaofthe  Nwris3.4miilion  aq. km., wit.hthe land area 3.2miiliisq.km. The

m-mw@*btiP~mw-imsh*,*-*mm
the total area Plains make up the second largest  physiographic  region, whii in the north, there
is the ‘Innuitian’ region - sedimentary rocks forming mountains and basins. In the far west  a

small portion of the Cordilieran  region (mountains) lies within the W.

Forest fandaccounts  for17%dthetotal  w~aithough oniy5%ofthis  iS0stimat0dtOb9

mm forest land. Apprdmtely  2miiiiitiesofltim  suitabie forsomefofmof
agricutturw 10% of this amount is capable of supporting sustained arable SgriCUti.
Permafmt  is a reality throughout the tenitory.  DHntinuous  perr@m@ exiatS -M- _
in combination with areas of unfrozen materiaf.  Such patches of pwmnent frozen ground are
found inaliareas  cXthehNWsouth of the fineofccmtinuous pamafmt

The NOrUweat  Te@kxieahoid  about9%  dthefmahwater  rwxwoea Onthewotld  The
M*HRiiis  thesecond  largestin  North Am~ithas  tradiilybSOfl  ameansof
t~andm-affectedsettf~p=m.  Other major features of thew
P~si~ 9~@W incfude the Arctic Ocean in the notth and Ice (’fasr ice and %rokenc  ice).

There are two major climatic zones in the territories: Arctiq and Sub-Arctic. Aitho@ there are
major climatic d~rences and many micro-dmates throughout the NW, ternp~ ~
generalfy cold and precipitation in all forms is fairly low.

Known for its wildlife resources, the NWT is home to few reptiles and amphib-,  an extensive
variety of marine mammals (m wairus,  whales and porpoise), and many land mammals.

ImpOtiant  groups of land mammals include the forbearers (inciuding the major species - cOyOtO,
wolf, arctic fox red fq muskr~ marten, fisher, weasel, wolverine, beaver, otter, lynx) and ~9
game (bear,  caribou, mule deer, moose, wood bison, muskox, mountain goat and Dan sheep).

1



D a n e  18%
Inuit 35%
Metis 796

Eum&n@an 4296

Thepopulation  growth rateamong native (Deneand lnuit)peop& is3%perannurrl roughfy3
thneemeca  nadiina tiondaveraga. lmeovefan population ofme Nwlhasgmwn smadity:
from 16,004 in 1951 to 45,741 in 1981. Estimates for 1988 indicate a population of

z~e~ =~.

The total  populatbn  is almost evenly split between urban (52%) and rural (48%). The age
dtibution  is pm-school (13%); school age (2196); working age (63%); and elderly (3%).

Government

Prior to Canachn confdemtion in 1867, vast areas of the north were administered by the
Hudson Bay Company. The North-West Territories Act of 1875 estaMkd melegaiframewofk
for govemme~ whii the present shape of the temitories was assumed in1912 whenme
boundaries of Manitot@ Ontario and Quebec were extended nonhward  to their present
positions.

Government is by an Executive Council, fully elected by residents of the NW, but administrative
responsibiiitii are shared between the federal government and the territorial government. The
process of devolution is underway, with the territoty taking on increasing responsibility for its
own affairs. Nevertheless, significant splii in jurisdiction continue to exist between the two
levels of government.

Ewi!!2m

lhe Gross Domestic Product (GDP) in 1986, at market prices, was $1.7 billion. Private and
public investment in 1986 was approximately $1.1 billion, but has fallen in value in recent years
to $880 million in 1988. Primary industries (mining, oil& gas, etc.) account for the single largest
source of investm~ institutions and government investment have been steadily rising since
1985.

2
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Total praonallnoorne  in1985was SS4a3miUior4  withthemrerage pemonaIiitcome  at S2O~.
nmaverage weekly earnings inallhdwbiae isnowovars310.  memonthly~-
mdh1937wa$ 13S31:40%ofmists~ - -

lnlS63% of thepqAatkm (=m-of-ng~~mlsti 64years).  o f
-,~%w~inti  -r~(ti~dff -~~ti~ti-). The

~~unemP@ment=ehl== 17%-abour 7points higher thanthe Ctim
national average, Whenthe’hiddenune  mployment’factor  isincluded,  the~
unemployment rateis 26%. Thenative unemployment rate was muchhigher tharl the non-
naliverate  31%asopposedto 7%. Participtiorl  inthebbour  force ishqher for males than
femaleS  76%compared with609&

Apaftfrom mine@sandhy~ vaylitde isexponedfromthe~.  Mined
concenmes andomare shipped out for furdler prooes@ng,  andmanufaWing  -h
territories  ispriman’ty  acottageind~ producing artisan goods  for smalllocal  markets fuld
Iimiied export.

Onthecxher har@there isanabundancO  ofmmmwabk resources  inthe~. Mineral
potentiaJ is significant for a number of metals  zinc, lead, copper, gold, silver, bauxite, tungsterl
uranium, iron and Uhers Oil and gas resefves  are also substantial. In spite c4 much h@er
devebpment andopera@~the size andrichna$$ of themineral orObOdieS inttMNWT
make them competithm with other intonational interests.

Tourism is an important industry in the W, ~ has expanded rapidly since the 1 ~S.
Accommodation eatabliiments  me developed in immunities throughout the territories air
and ground transportation links to southern areas have been developed; and an increasing
number of attractions and vacation packages ~e ~lng marketed to potential visitors.

The principle renewable resource ~iviiies  in the NV/T are wiidliie  and marine mammal
harvesting, fishe~ forestry and agriculture. These activities all are undertaken on a
commercial basis (i.e., for sale) as well as traditional pursuits (for domestic consumption). While
the larger industrial sectors of the economy @eigh the renewable resource sector, the
statistics Significantly understate the impomnce  of the renewable resource sector in the Slndk
communities. Over half the workforce  is engaged in renewable resource harvesting. In fa~

;.
1
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‘In fac%the  NWTeconotny is still bcatviewed astwoquitedisti~
economies. Most of the non-native population Iivca  in major cent=,
whose economies are dominated by government and/or rcsounx  extraction
activities. Average incomes are typically very high, unemployment very low
and future prospects relathdy  bright. Conversely, most of the ~~
people of h’mi~ Dette and Metis aneeatry  (almost 60% of the total
population) live in S@ widely scattered villages, where ~ent
transfer payments and traditional hamesting aetivitiea  dominate a fragile
economic base and where there are few prospects for growth. Average
incomes are generally low, unemployment high and social  assistama?  a fact
of everyday life. Unemployment rates reach 50% or more in some of these
immunities, and can no longer be readily dismissed as a native preference
for traditional non-wage pursuits. Hunting, fihing and trapping as a fidl-
titne occupatio~ even when possllle,  is no longer preferred by most native
p~g people - who are &t comprising the majority of the population -
if only because they can’t earn sufficient income to purchase the material
goods the modern economy

Pro~ms  of E~ic Dewloonwo$

provides.q

The eeonomy of the H faces considerable constraints in its development
●

☛

●

●

●

●

☛

remoteness from major markets and small local markets
long winters
high utilii and other costs
overall scattered population
low educational levels of workforce
por linkages among industries
a ‘traditional’ economy and a ‘modem’ economy side by side.

1 NWT Economic Review and Outlook 1988, Economic Development and Tourism, GNWT, undated.
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Twmoommenta  donerecentrwiawer ofeoonomiodeve@m— inther+ivwaupponsm
ataemant

“Aatandad argumentineomomka isthatwhan pmpertyli@@m
attenuated in this manner (land daima),  private eoonomk -ia
Iikety to be d~ll~ Wid,

Thenaad toaaaimi&te pao@e~  native ~imo~~~d -dti
●

~~htmoffurthering economic development  poaelar9e~ ~
extent towhich llfeatylea  (rnodarnortracMb@ ~conaidared  tohavevaiue and how the mix
of thetwoare  interralat edwiliha veaaignificant bearing onthetypa  andapeadd@onomk
development in the NWT. The unque mix d theaa two emnomka createa  an opportunity for
the NWT  to define the variables to be considered important in the meaauring of the auccesa
of dewtopment.

2 for example  the NWT Legislative ~mbly Special Committee on the Northern Economy.

3 “A southern Perspective on Northern Economic Development” in The No rtk University of Toronto
Pre+ W.G. Watso&  p.167

4  l~icl p.168

s ~mestic economy” is defined as consisting of hamesting (hunting trapping, tlshing, gatheting)  and
processing activities by which people  p~de food, fuel and other national household needs. Although th-
activities generate some cash most p~u~ion  is ~~um~ dir~ly by households without entering the
market. See Towards a Strate f r Su~of the Northwest Territories, PJ.
Usher Consulting SeMces, 1989.
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ECONOMIC DEVELOPMENT IN SOUTHERN CANADA
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megovernmentdthe~ Tenitdes  (GNWT)has  stated themti pdtkal and
-~-w~“  -. mestmegyd~~
-b-uPonm*d gwemmnt ?oprovideafounddm forttlegrowthot
indiiuats  a n d  “hsmesws  andtofoster adimatewhii  will encourage that g-’. w
areas dGNWT concern intheearly 1990’swereidmMied as

ThewwTis  explkitin its#erence to its unique resources WadWnal Lifestyles remain avital
partc40ur cultumand sodety,  andwitibeminbced by developing w mewable  resource
sector and making innovative uses d government resources to suppat hunter’s, traPPWS,

~, _ Wtd entertaine&.  This dficial paper concludes, however, with an indication
tttagovemmeflt fhandalresomes prelimited! andthat thiirestr@s  thecap=W  of-~v
Oftheeconomy togrow.  Theimplicat hisdearthat de@opnW wiubemtarded-w  d
Iimiied  financial resources, i.e. development is linked to government.

—

muence of Nah“Oflal Polii

Not behg a sovereign state, the Northwest Territories are immediately subject to the fiscal and
monetay  pMcies adopted by the federal Government of Canada The NWT cannot escape the
effects of national policies (such as interest rates, money supply, and taxation). While

6 Direction for the 1990’s, Government of the Northwest Territories, Februsry 1!366.

‘~

‘E&L
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-w@fwJ~ dCtmdI’s  mmk6umrtsa~  Iwhlhsncaonth.
esmMwng  anddrecUng  drldonal~  AJthwghmepmceaacx devoUonisundeway,
andhcreasd  mtorial  mtmUnyisknmine@  therawill  smbepmnwnwd emctsfea from
natbnalpdicie&

Federal govemrmrn pdideswhictl dkecttyamctwebpmnt inthe  NvvT indUde:

*-pqrafne ti—dmem=m— dlndian Affai13
and Northern Development

*~- -htereet ratea
-transbr  payments
--—@wm-i--
-international trade policies andmtrktkm

● environmental review requirements for large projects
● defence initialivea, sovereignty claims

● tax@ion
•~
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ECONOMIC DEVELOPMENT IN SELECTED

LESS DEVELOPED COUNTRIES
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EcoNmtc DEmmMmrlN  oTHERDEvEloPlffi REGfms

Inorder toappmdateeoonomk devebpment anditsstatusindd - countries, brid
descriptions of the following are provided: history and geography, people, and its economy.
In keeping these descriptions brief it me be recognized that many aspecls of these countrks
devdopment  have been ignored. Itiabalii,  however, thatthe most pertinent points tothis
paper are cmmred.

During theseventeanth  andeighteenth  centu~ thaarea novvknown  as~United RepubliC
of Tanzania was characterized by ~ diva@y. In the central area African cilii 8xist8d
in the form d srnd communities (q around I,DOO residen&);  the western ~ -
populated by nomadii herdem and the - by tribes  of hunter @harem.  The coastal region
was much more cosmopdii  and had seen donlin~ion at the hands of the Portuguese, Turks
and Arabs. Just off the coast, the island of Zanzibar became weatthy  through the development
of spice plantations and a thriving trade in slaves and ivory. By the mid nineteenth century,
European and Arner&n interests were drawn to the area and colonial development began in
earnest. Trading centres were developed and trade routes established throughout the mainland
interior. The arrival of missiies  also mntributed to further e@omtiw  trad8 *
d8v8iopment.  Eventually, the area faII under the colonial administration d Germany (with th8
exception of the islands of Pemba and Zanzibar, which remained British protectorates).

The Germans brought some forma of development to the country: transportation (rOdS, a
raitway) and agricultural plantations  growing -w, cotton and sisal. Following World War 1,
Tanganyika  came under British control,  After World War 11, the counby became a United

1
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Nations tnJ8tandfurmer dew@mmaoOoLmdin~ti~=-=~
-of=fw@mm— whltafarmem  dvedtosuppht  Amawla  inmmya’aas The
Iwammem  wt’dcharo  eeflumthetmlodal  tmatmm mitadthaNrkima_a~
movement dedkated toeelf+ldeumaty ledin1961tothe~ ofthacount?y. A
fawyaafalatw, the Br&hpmeenca  waswitWawn ffom2aruibar,tmdfolldnga_~
Arabintm theisland  joined withthernehlkd aathe United RafmbUcd T~ The
k@endemofthis  newoourltry waacma&red~wm--a~
requirement  forptmpar dev~avveak aoonomic  base, andaaiticallackd  trained

~--

Tanzania covers M,Ooosq.km.,  anaraa Wihtiymore  than onequartertha  size dthe
Nofthvvest Tenitotbs ttmntains several quite diatimtgaogmphii anddimate regionsa

w~~i-mti~of Pernbaand~ahottiq_
plateau Whii com@sas most of the courmy;  me cool and dry highlands (hol@ng  Mount
Whnanjam);  and the dry plains of the Greal  RHt Valley.

ASirlth9~T~ia  continueato  beaprhnarity  rurafnatiom  only14.8% dthapeo@eiiV0
huriwtcentres Oftheae,~l&ajnthg~ofDWgS_ (mthelndlantiooaet
Thafehas  beenaooncertad  effortto~“esomadthe@WWnXmn“ avvay from the
coaetand todmmlop thecentraltownd  Dodorna intoathrNing  oapital~eome ~
havabeentrademd  thafebutnore# MraamXureor  communkations exist andtha~
W== has fallen behind Scheduia.

While  98% of Tanzanians are of African origin, they nevertheless represent over 120 dtirlct
tribes. The variaths  in geography, 00upled with this diversity in ethnic origin has r9Sdh3d  in
a variety of cultural dtierences  througti the country. The official lang~ is Swahili,

-h Eng~h ~ wkkfy used in commerce and education. in ackiiiion, many tribes have their
m languages.

Tanzania can be viewed almost  as wing tVVO populations. The small non-Afrioan  population
(of J4@Yc, European and Asian origin) are generally urban residents and are usuallY  involved
in commerce, trade, the professions and  govemmem  administration, The vast m- (African),

however, continue to reside in rural areas,  charactetied  by scattered collections of homes and
small farms Here the traditional tribal  customs and values are dominant.

2
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The Iitefacy rate in Z35% overall (77.7% form 69.1% for females).

hnzaniaauffersfrome~(j-  oommontodeve@q-  oourw&sinatropksd
climate malaria (whbh  &Ifects half the chMren), biiharziz4 ~-*-
@XOSYi  -i, ~ whooping qh, typhoid ~ m = Al = int~~ P=@=
Thiishuation  isworsand ~Pov~. U~~*d-in~X

contaminated drinking wster,  and mainmrition are major ~om affected the health of

T~ Thegowment provides freehealthoareto  ~!itscitiz~ butthe numberof
trained andquatikd  pemonndi sinadaquate andthere ksachfonio shonage of medical
supp#esan  dequipnmnt. Aocessto haaithcara  isalao limited  bythefact  mthesmaurur  ai
communities arewidely  scattered over vast areas. Often,  tra@mal haalam (medcina  men)
condnue topmctise their cratts, somdmes in combination with mom modem clinics.

lllelife  eqXancy is51yeersformalea  and53years for females Theinfant mortaMy rateis
lo8perttwsand

lntheyears  foOowingWor  ldWarll, neighbouring  Kenya had beenviewed asmOrO~fOr
investment and setthmt As onty a U.N. ttust terrimy,  Tanganyika had been left reladvely
undeveloped, panioularly in terms d infrastructure. When Tanzania gained independence in
1961, the new government was forced to ~ and develop the country with the help of foreign
aid (funds and personnel). To avoid thii dependence on foreign as@ance , former President
Nyere’s socialist philosophy led to an emphasis on rural development and accessible practical
education. This program l@maa’  (familyhood) saw large estat~ industries and banks
nationalized, and collective farming villages established to provides basio sewices more
conveniently.
the availwllii
is still Centred

MMons of people were relocated. Wfih the excefXion of some improvement in

of health care and education, however, the program failed. Today, agriculture

around private subsistence farming.

Tanzania is numbered among the world’s 25 least developed countries. The collective farm

3



Themein  cashcrops grown forexpma’ecdfee,  cotton,tobaccoand~-$%~
Onsmaufanm.  slsdandtea arealso  grolmpimaruy  onlargarfia—km Aaasingkcfop,
cdfeeammnta for betwen30%md 40% of Tamania’s  export -@$l=* ~
1996)0 nlatwoplindpai  expoftq  cdfeeand  cotton, together account foroverhalftha  f=Jfws
- -w.

As subsistence crops for domestic mnwnption, T&UWW@ pmdUCSS tie,~ sorghum,
rica, miuetand  @amaim& These crops arerlonnally  grown bysmau~ ~~i
technolqyyield aarelow.  Agnicukmd pmductbisfrequentty  ham~bYPoor~~
mfes@om davariatyd pests Unestimated  30%to40% daUcropsar0 battopeet
.Westath andlack  d adequate storage. lnaddii, Tanzania  lacks the-n~
required topurchase  too@ fertibr andothera@cuku@  equipment

Rural coopmdves have been es@bWwd tohandle croppurchadn  ginthem -
aparastatal apmtionismpom@le fortheimporting  andexpcxting da food~

In addtion to agricultural crops, Tanzania records approximately 14 millii  cattle, 10 mil!ion
_ m -, 160,000 pigs and 31 milliin  poultry. Fifteen ranches with 100,000 cattle are
operated by a parastatal  company. The fisMg industry remains undwdqmd

ka-Ww,mdtiT~*~W~vsinmd~ Theymno~
and depend upon fuehvood and charcoal for energy, often spending 20% of their time collecting
supplies. In fact fuelwood and charmal provide approximately 90% of the energy in Tanzan@
asituawn“ which has resulted in A&spmad environmental degradatii  and serious levels of
defomstaWm. Also, thii lack of available power prevents rural development of small industry,
dinii and irrigation projects.

Tanzania has a very small mining industry (0.6% of the GDP). Diamonds are the country’s
single most important non-agricultural export.

Frequent shortages of imported material, spare parts and technology brought a decline in the
country’s industrial output in the earty 1960’s. In spite of an economic recovefy program and

4



Thetourism hdustryatmcted Overloo,oa)  viskora inlsm,andiarespm—e forrough!ym%

of the GoP. meoountfy offers astollml mradons itsqw&odsr  n@.dfeeom=“*
beautml  ooasmle dtflelndian ocearltmd thenumemus ~m-r~m

~dmmtathird  of thecountry.  Theindusny  isrunbythe TaruSniS TourbS C~
which ownsabout 60%dthe153hoters capacdy andhopes to Stract40Qmviskf=  -
wrporWm  isworking  toestablii thecountry asauniquetourisl dastk@on  (instead d its
~rOleas anoff-shoU ofa Kenysn holiday) andtoaugment  and”mprove theindus@y
infmstwmm To@smgen erates~exc&mgs ~butthe dwdopmentofthe
tmuismsector isnevdwks restrided  ~theoverau shonageof~ Sxchange required
-n===Ym

Typical of most dwefqing  COU- Tanzania mti~wti-tiim~
machinery, equ- manuktured goods andpmxeum.  Petrdeumand  pewdeumpfod-
alone oonSuma allmXhaKthe  coun&y’s foreign exchmge. Thenamw~baSe~it
fXuWuMy WneraMe tochangesinommmdUy prioasaewen  astonatmldis=ers-

w~ ~ T~vmmanyti~ counMes-west Germany (19%),
Great Britain (12%), the N@wdands (lW), and JapafI (5%). SUP@k m ~ ~
Great Britain (14%), Japan (9%), ftaly (7%) and West Germany (6%).

P~Rms&!m@.

Tanzania’s imkpmdmt  statehood ~on aweak eomomic  -.thecounbylalckda
trained work free, andwasconfromed  bythedtitties ofanarrow economk  baseofacdvity
and limited funds for~ These fact- coupled with @ii mismanagement
(exernpliied in the nationalization of key industries), a high populatbn growth rate, continued
tribal diversities and loyalties, and serious health care problems have combined to contribute
toslow economic growth. Thelack  ofanenergy  supply andaconcemmbon“ ofactivty in the
Sgdcutture sector hwe fostered the need for Tanzanians to struggle even for the baSic
necessities of life.

Overall, Tanzania’s economy is often h~~red by its geography and climate (causing drought
and infestation to its crucial agricultural sector)j M iS aISO r@~ed by its dependence on the

-W of a ~ Wmrt base to generate sufficient foreign exchange. The d~culty h
heightened by the fau that the export base itsetf ~uired  foreign inputs (equipment, fwtiliu~
etc.), creating a vicious circle. Outside funding is always needed to supply the financial
resources required for dweiopment

5
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Theereaofeast Africa wh&hiaknown today aathe R~Of~~—~
toauggesttM  thiavvasthe  ”cradWofthe  hunmqedea Muohmofe  re0anthk3t’W,  ~r
revdvea  around avarkty dAfrican  tribal migraths and~dthe~ da

Sedesdcdoniaf  herests. Diiareasofthe  counaywere~bY~mmm

reedUngininter-tribal  videnceand take-oWofiand. llleooaatairegh~--

trading certrasat Mombasa and MaKndi, andtheeffects  ofthii~~-
visibk the M@lm culture and reliikm  are still much in evideme ;Sndtheswamwww
evdvedfrom meoommon of Arabic andme~dmem*.  Arab OOntrOlvvas
fo40vmi  bytwooentdea  of Pomguese inflwnceandeventwl wvdgnty undeftheslJ-
Ofoman.  lmamalosti tsimpmame, however, whenthe  dave-WcfJf@M andthe

l-etii~in~h~~h-d~imo~pi~.  TheW*

of Mombasa played onty a minor role until colonial interest in the ares became active in the
earfy  1900’s.

Kenya ~mpm 582645 sq. km., leas than onAifth the size of the Northwest Territories. The
COUrmy  ~dl~ the equator and yet witnesses EWWEMW geographical variations. _ Great
Rift Valley biseots the country, meeting the Rghlands  in the south central area lhese form the
prime agricutturai  region and enjoy a moderale climate. Around Lake Victoria in the southwest
are fertile plateau gmdands. East of the highlands is a dry plateau with scrub vegetation. The
coastal area is hot and humid. The northern regions of Kenya support Iiile growth and range
from semi-arid to full desefi  condtins.

PQQQ!s
The population of Kenyq was estimated in 1986 as 21.1 million, with a hgh growth rSte of 4.1 %

4
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f=~ -~d-wb=wf==mq.  ImL, butdoeanumketi==—
thfa75% of thepoplMon liveeon13960fme  Iand area myperoent  ofmepopldabis
lmder14yeanlofagR

ThepopuMon of Kenya isoornprised ot9996Afrioan o@andl%n0n-~ (EurO~,
Aekmand Arab) .Thereis  iitde~ however. tribal  affikth remains intense. -
areappdmMy 40_e~with &inctculh@tm&iona andgeographicd  roots
Thelargest  dthetribes  kthel(ikuyu,who  havenormallyheldthe~irl~  -
drninistrabn.  There are numerous w- lang~= and dkdm spoken throughout the
Courltly. lkmrddy bdh Englii and Swahiti are recorded as the official languages, but
Englii  is generalJy  used in schools and in government.

ThemtXto onthedficM omstd  Kenyais %armtm&(pull  ingtogettw).  Thii WggeStSthat
there is fullrecognition dthecountry’s  mdti-tribaioompos  itimandtheneedftx  intOf-tribd
disputes to belaidaside intheinterest dcoopwav“eefforts aimed atnationddwebpment

Government programs since indepmdmce haveplaced amajorfocuSOn  Sd~. Inan
attempt tomeetthe demand for skillad technicians andtrainedmmagmmt ~! *
pm ~ =ondary and post-semndwy  facilities. However, the feesweredten
tooh~handthe  entmnoe examinations too demanding, msdting in few atud8n@ going w-
theprimaqlwel.  Today, primary schoole are freeofcharge,  butnotcompulaory.  Neady 100%
c#prirnary agecMdrenare  enroledinschooi, andapproximate!y  ZO%cXtherekvant  agegrWp
ennded in wmndary  schools The government ahxates over 30% of me budget for recurrent
expenses to the Ministry of Education.

Theliteracy rateisasthnatedat 60960veratl:  70% formales and4996for ferna10S.

Kenya spends approximately 6% of its recurrent expense budget on health care, but medical
services tend to be amentmted in the larger urban centres. In smaller communities and rural
areas, heatth centres and d~ provide basic care and referral swvices to me hospi@b
in the towns and cities. For out-patients and for the poor, health care services are provided
without charge. Medii smites are being severety  strained, however, by lack of resources and
by Kenya’s continuing high population growth rate. The COUrmy can offer little preventive hea!th
care and many dmases are endemic: malaria respirator infections, intestinal parasites,
bilkzi~ @iO,  hepatitk and V~d diseases. In many areas, traditional healers are still
mnsutted.
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Theufeexpecmq  forma&s  k56y~andfor~*ym mairtaummalltyrate
is81Perthousmd Ovebiftha.

Kenyahasmernos hdustMzed  aconomyheast  AMca TM bqjanwhs ntheeaflyvvhb
settkrs  estabiii aregiondrnadwtand supplii Uganda and Tanzania withmm&wWmd
xm~,~,wesands’tiuisbaaedm “~~~-
thecourltIysusc@Ma toshiftsin tha@obalcommdk@ madwts-tona twaldisaatefesuch
asdroughtorpeati~ Theeoonomy  isalsounder  stress frompmssws  resuaingfrom
therapidly expndngpopdahm~ unemploymntpoverty-thei~
demand forpublicsarvkm Inandfoltto handle these dmcdelg Kanyaiafowsing  olmnt
dmlqmmt afforts onthebllikhg ofanexportuiented  mMad@ng sector, onastmngar
agrtcuttural  sector to ensure foal self-sufficiency and inmased ~~-on-
thehigh rateofpopdath growth,

During thepast 20y~foreign aidto support capi@-intensNe p@ects  amountad  to US$3
billion. mcountry’sbud  gaisnowunder~ astheenommus  loans fall due. Public
debtservici~ nowclaims  roughly 27%of~ and sewices -cd.

Agriculture forms the ~ for the Kenyan economy, inspiteofthefact-~ti=  of
thecountty  issuitabk foragriculture.  Forthemost ~thecounby isse#-dkiant in terms

of foodpmduction.  Approximately 75%c#thepopuWon  eamsahingOn thSbrld. A@utture
aocoums for31%of  the GDP and employs 20%dthewageearlmr% Intannsd _
agriculture aocountsfor  almost 50%ofthecountfy's  foreign exchange eamingS  Kenya exports
mffee, teacanned and freah fruits and v~sisal pyrethrum  extra@ meat and meat

mm~msk~

More than 5096 of the agricultural production, however, is at a subsistence level. For domestic
consumption, Kenya grws maize, beans, whe~ sorghum, cassav~ fruits, mgetables,  tobacco,
sugar and cotton, Maize is the staple of the Kenyan  diet and as a crop, covers 25% of the
cuttiiated  land. Normally, the country produces sufficient maize for domestic requirements, but
there are no adequate storage facilities in the event of a surplus.

Livestock fanning in Kenya includes nomadic herders and large scale operations. Beef and
dairy cattle are raised for domestic use and for export. The natkmal  herds are vulnerable to
drought condiiand are just now recovering fmmaseverereducth in numbers following
the drought of 1984. The dahy herd is estimated at 1.2 million animals half of these are in
herds of fewer than 10 animals.

Roughly 3% of the land area is fotested. Re-afforestation is a major aim of cument government

8



policy inandfoctto  meeuthedammd  for fiJdwo@tha~ hassatagoaldhaving
3millbn hac&ras plantaQ toyiald 8tonnesofwood  perhectafeparya=

The mining industry in Kenya accouas foronJy 0.2%ofthe  GDP. Mostincomeis~
by non-metallii  minerak soda ash, ffuorspar, and salt.

Kenya ss already mentioned, is the moat industrialized country in east Africa. The industrial

sector enjoyed apariod  drapidgrovvth,  althoqhbyWestem~it~  ~1,
accoundng  forapproximatety  13%0f GDPandemplOyed  lesathan14%ofwage  aarnars
baverageandtobacco  -uxbtrkecontribute themosttothe  GDP, whila~_~
thesectots mainaourca  dexportaam~ Ottmrmajor Musblas aratextBaS foodpnld@$l
motor vehicle assembly, automodve~ dactrid and ektmnicappfiiand
machi~, tiaI ~ ~ and c0d8d_, *amid pr0duc4 -, ~ ~ingj
Ieather andteather  goods Roughty  50%ofthe industrial sector is fofaign x.

The tourism  industry emp+oya approximarety  80,000 Kenyans and iiccoms forlmofforaign
exchange earnings (ranking it second only to coffee). The industry has exce@onal natural

mountaim game resewaa),  butdwdqnmt dthehduatryhas  - -
than antic@ted.  High fuel costs and a fiematy mmpetitiie market mntnkwted to the limiting
of grmvth. Packaged beach holidays are popular with West German and Swiss viait~ North .
Americana appear to prefer the safad vacation. Kenya has set a goal d attracting 800,000
visiiors  although 514,200 is the highest number recorded to date.

During the 1970’s the increase in oil prices and the drop in prices for Kenya’s expoft
commodities combined to create a severe trade deficit. The 1980’s shcnnmd an improvement
in export earnings, but in order to reduce the trade deficit it was necessaiy  to impose import
restrktions.  Most of the imports come from the European Economic Community (34%) and the
Middle East (30%). Exports primarity  went to the EEC (43%), although regional trade (petroleum
products, food and basic manufactured goods) is also important.

9



Histw and Geooraohy
The histoty  of Nepal contains many violent struggles among dynasties and foreign influences.
The tiny kingdom remained autonomous evenwhen neighbouring India beoamea colonyof
Great Britain. This staunch independem  aJsoled toanessenddty isoWonW‘  polii, which
allowed few external Muences and restrkted overall development in the oountry.  Conflicts
continued, atthough for a hundred years, the country fell under the autocratic rule of the Ranas.
More recently, Nepal has wihwssd attempts at some form of democratic rule which have
~~imeti ~~~~gti~ti  l~N~ina_*-fi~

. Thecountry today opemteaon the basis ofanm+mkan ‘pmchsyar or-
system, withapim eministe  randcabine traspmsibla  toanat&nal  legii, King Bi~
however, maintains the right to appoint 20% of the legislature members

The hsorical  determination for independence of Nepal reflects its geography it is very small
(only 665 km. in length at it longest point) and sandwiched between the Chinese—controlled
Tibet and the giant Indii  Topographically, the kingdom is divided into 3 regions the Terai  plan,
which extends along the Indii  border and contains two-thirds of Nepal’s cultivated land; the
Kathmandu  Valley a fertile valley north of the Terai and home to most of Nepal’s populatii;  and
the Mountain Region wh~ contains the worid’s highest peaks in the HimaJayas, including
Everest. Monsoons affect all of Nepal except of the most mountainous regions floods and
landslides are common during the monsoon period.

P!au!Q
The 1966 population of Nepal was estimated at 17.6 million, with a growth rate of 26% per
annum. The population density is recorded as 120 per sq, km., but within the cuttiiated  areas,
the average density rises to 356 per sq. km., and the extreme mountainous areas are
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Until recently, education ~ avai~ oniy to chi~en ~ the e famiha Since 1975,
however, the government hasmadeths first fiveyears ofpnmafyschool  uniwsWy accessible,
free, andcompufsory.  nlekmguageof”mtmtion is Ne@iibut  thischangesto E@ishatthe
==dsIYsohooi IeveL Educatbn knotpemiued byhhpzdisociatyas  ~of~
im~andattendance  kbw, patWul@where  kconfGus  with farmlabour requimerMs
Almost 9B96dthe  adlJltppu&ionk M no fonnaiducadon Theliteracy rateoveraflis
les!3than 25%(34% formalee and12%for@@@.

Neparsisdatim  hasresuttedirl-~m~ ~~-*
andapopdath  generwyinpoor~.  hk~edw~o frqepalisdfa rfromsorns
formofnmitkmal  ddidenq.  Major dkeases areaIso common: c?deral-Mf@=,
tuberculosis, tym dysentery and several sexually transmm“ed~ Even in urban
cam only 71% d ‘msldemshaveacoess to safe drinking watec in rural area!% thii drops tO
11%. On a natimai average, only 2% of the popuiatmn has access to sanitation sewic=
Medii care is limited, ~ 20% of ~l~ren ~ -e ~ age ~ 4, ~ty from respI@o~ or

g8str04ntestinal d- measles or mainutrbn.

Thelife expectancy  formalesin Ne@~4y~ for fernales47years. Theinfantmortalii
rate is 143 per 1,000 Iii bifths

Emomi
The World Bank includes NepsJ in the catagory  of the WOMS 25 least developed nations. The

COUrltr’y’S  geography presents hindrances  (limle arable land, lack of adequate internal
trarlsportath  and communication n~rks). The economy is characterized  by subsistence
farming, and a dependence on foreign aid and tourism. Nepal’s GDP is less than US$28
billion, with US$l 80 per capita (one of the 12 lowest rates in the world).
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Forestry isarnajor  source ofnatkmat income in Ne@woodsuP@=OvWU=  quartersof
thecoun@’senergy.  Erosion  isanhmasing  ~however, and~“ programs
fwemquire  dtohalttheredudon in fomated  areas.

Fuelwood  isthesouroe ofm%otthecoumy’s  energy,  foUowed bya@culhdwaates  and
Snimsl dung. Petdeum  importaconsume~

~ w arnd, hydmdectdc

onethird  Neparsexport~
poweris~seq,m~m  ~~

undettak entotapt  hepowerwailabk  fromthe rWemin  the Himalayas

l?le tourism sector has grown considembly  in Nepal and now represents approximately 15% of
foreign eXChSnge  earnings and employs more than 6% of the Iabour force. The government
has developed a p&n for long-term pl~ning in tourism, with a proposed expansion in facMi-
to encourage larger numbers of visitom.  Major ~fiin~ have established links to WthMSndU  and

the number of hotel rooms has been substantially inoreased.

,.,

Nepal has a negative trade balance and the da inc~ annuaily. Exports contribute refer
35% c# Nepal’s foreign exchange earni~ followed by foreign aid (over 30%), tourkm (15%)
and remktances to Gurkha solders employed in the British armed forces (6%). The Iedrlg
WmN~b~_titie  tim~iti~, md__~primV
by Indii. The abilii to develop trade is restricted by the munby’s  landlocked geography and
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P~ d =WMXIIk W@OCMMM
mefearemanycotlstm WsfacingNe palinit seffortstoac hii economic~.

— H&stw and Geoa~
The islands of the Philippines have seen a variety of immigrants. Malay tribes, from MalwX
and Chir@ are the main ancestors of today’s Filipino population: they introduced agriculture on
the isfarlds. Later, Arab, Chinese, Indkn and Japanese traders settling on the islands brought
trade and commerce. A prosperous society developed: trade flourished with Asian countri-
the fertile soil provided domestic food requireme~  and island industries produced cotton and
silk, pottefy,  wine, and weapons.

The islands fell under Spanish colonial administration in the 16th century. lhe smi~ds

developed extensive trade between Manila and Mexico, but ruled the islands in a despotic !@e.
Large tracts of land were given to Spanish officials and a few select Filipino families: peasarltS
-e tenarlta on what had been their own land and agricultural production fell. bte in the
19th centufy,  the Filipinos were successful in obt~ning  very short-lived independence from

..%
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Therepublk isactu#y oompos@ ofuver7,000 klandabetween  the South China s0aandth6
Pacilicocearl,  ovar6cXXl  of theisfanda  mlmMaMed the21argest acml#E*6!5%dthe

-s - -  m=lland afeaia300!ooo  sckkm, *~w==a~
l,725km. longand WXlkmwide. ln_thelarger ~hmfe~htOdOfSti
Wide fartile  coastdand oentralvadfays and plains Volcanoes are cumnorl throughout the
archipelago llarestill  active, andminorearth  tremora occur fmque@y. The-*--
Mandmwi thlktletempemum~a=ept-~~-. llle~afe
~~V-andfloodiWb ehIVeenJ ufmandNovembW.

M!29k!
Thepo@atim  dthe Republk of the Philippines isaatimated  atjustunder  57miUi, with an
annual gn3wthrateof 25%. lheaverage  ~density is176 persons persq.km., but
b e c a u s e  dthenumberd  -i n h a b i t e d  ialands inulearchii, Utisfigurei s n o t

. cuMdm~a~~q.k;**dMmw,wo
~l=%km.; Snd_”~COunt aS10waS16pWSq.  km. OverhalfthOFili@O
_=~=~W$d15tiM,- 39%areunder the~d15.

Mostdthe  population keeinrurdm dthoughthere issteadygrowh htheurbancaftres
WhOSO~nOW acCOUntforahnost 4096dthe~pop@aion.  Morethan15%0t
PhilipphlOci  t&ensli veinthecitydManiia  ~mfcmnis ad@ared  @orityforthO phil@ph10

g-~a~~to~w-pto~~ ~~1~
unit isastrong force insociety, where women Oftenpia  ythecentralrole.

—

Filipinos are racial descawm dtheoriginal Maiaymigrants andintemlamiage with later
~frOml~Chi~Arab@andSpain. 0nly4.5% dthepopuMon  iscOmpos0dd
ethnic mi- with Chinese origin as the single largest group. There is considerable ethnic
dzinthe outtyii  -however,  andeach hasits own language.

Both Ertglii  and Pilipino are official languages and used in SC- although only Engliih  is
used in secondary schools and colleges. Education is free of charge at the elementary Ievd
and at some secom@y schools Education accounts  for 125% of the Philippine f@Od

budget  and attendance is compulsory until the age of 13. Universities and other post-sOCOw
indmtbns are also available, primarily for the study of the professions and for specialized
technical training. The adult literacy rate overall is 90%.

14



melifeexpmncy  overanis63yeara  andtheinfant  rn-wyr-*~to@f=lf~
live births

mepditiciawfmu ofthapfiet  decadewtthe mppineewitha-~”  1-
Emiintme  tmsoara dandforeignbomwing  leftthecountrywitha~-ti
0== ~l~i). ~ WklJmw  sector was neglected to focus  on ind- ~ ~
the economic andpolitkal instdXy led toadropinforeign~ and industrial
production dedined.  Unempbyment  gnmutooverls%. mthenew~ inplace,  the
1936 budget placed emphass on job CXeatiOn, paniculariy in Iabour-intensive areas such as
small scale industry and @culture.

AgriaJlture empbysover 40%ofthetotal pc@atbnand~“ es Z6.5%ofthe GDP. Most
ofmetand mmidemd arabieisundercu~ la=miikm~or-hY3~~~e
Iand area. Mos&holdin@ aresmall  family farms  weraging 27hac&r@% aahough the large-

soale~m~-!~prodm-tiywdtitiprod~
Riceisthe single lapstcrop  (40%cMfarmland),  fallowed bymaizeand~tdpSlm.  Food
grain sdf-~ had been reached, but lack of irri@on and fertilizers to maiti  the hQh-
yield crops ledtoadrop inproductlon.  lhernajor expOrt CrOp~~~~PPin~ ~
thevuorid’s topsupplier ofcoconutpmducts sugar cane* grown m@ofl@3e P@=k=
has tradtialty  been a significant export crop, but growers are being encouraged to stwtoh to
crop cultivath in a response to a drop in global demand for sugar.

l?w Iiiestock  sector has achieved setkufficiency  in pork and POU~, bm ~ imw~ are ~i[l
required, as well as the majority of the country’s dahy requirements. The Philippines vast fish-
resources supply only twcMMs  of the country’s requiremenE5 mainly becaw of Poor
dtibution and overfishing in heavily populated areas.  international development projects hme
been initiated to im~e training, marketing and suppty problems

Foresby  products form an important foreign exchange earner for the Philippines. l’hO =
however, have been swiwsly  depleted. Government programs have been instituted to combat
illegal cutting and inadequate ma#nsWm

15



Theresa resoums ofwpper, goid, ironandnick~ butmining contributes oniymdthe
country’s GDP. Prod@ionhasfalien,  duetoadrop  inworid@cas  adrisingpfOd_C0@%
aswellas financial andpoil@oncontr@s  pisoedon the industry.

Nexttoagricuiture,  manufacturing isthemost  important sector of the Philippine econonyit
empioys overlo% of theworkfme Snd cormbutea25%ofthe GDP. During the1970’stha
industrial sector grew at twice the speed of the agricultural sector, through an incentive program
designed to encourage heavy induswiaiiion  and reduce imports. The industrial sector overall
showed a decline in the 1960’s infbnced by the weakened domes4c“ market and reductions
in trade, although mmhcmmg itseifsawsome ~. M~“  ~~fi
foodand  bewagee  (rwghiy40’%ofaii manuWWd 9=@o~~tmti

Theeiemonii assemMy busine!ssis~ Thefwis stii!ahighiavelcM
depmdem onimports$ however, in mostinduMes  ThenewaMIW@on isstdvingto

-indw-ofl---m~q~

Tw~isttw mainservice sector dthe Phuippine  economy.  ~eariiefieveisd~
-du~thetid-ti~,~m-mingto-~  -main

origin of twrists  is the United States (2!5%),  followed by Japan (20%).

During theiastfew y~trade hasgmardiy declined.  wotidprioes  forthetradibW  exports
of ~m COpper and sugar dropped, and production costs rose (due heavily to the h~h =
of petroieum imports). The political uncenainty in the early-mid 1960’s MtrWssd a decrease
in foreign investment and trade: the recovery now is expected to narrow thetrade gap. The
~W Wing partrws are the United States ad Japan. Total foreign earnings from_
in 1965 amounted to US$4.6  biliion.

Another significant source of foreign exchange is the high level of remittances sent home by
Fiiipinos working abroad. These remittances total weii over US$l billion annually.
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CANADA’s APPROACH To lNrEF?NA’noNAL
DEVELOPMENT ASSISIANcE

Since thegovemment  of Canada isinvotved in the ecormrnic  developed ofalltheregions d
Cam@ as well as less developed cou~ a description of the approach adopted towards
developmem .assSameisprovMed.

# Intenmonal  Devebq)QQt  AsmancQ

The international development .~ program is facilitated in a number c# ways and
through a number of organhations and agencies. Programs incJude bilateral, multi-kderal  and

_ pfogr- a s  well as .business coopemdon.  The main agencies involved are the
Canadian Internabon“ al Deve@ment  Agency (CIDA) and the Intemadoml~ R~ch
Centre (IDRC).

This ass&mce is guided by ClDA’s development assistance charte~, which idendfies Canada’s

m adopted developmmt -~

● to reduce poverty, by improving access to health care, educadond  facilities
and employment oppornmitieq

● to assist governments in better managing their economies and coping with
the debt problem;

● to encourage the participation of women in developme~

● to promote environmentally sound projectq

● to expand the supply of food through agricultural suppott such as research,
transpoft  and marketing

● to increase energy setf-sufficiency.

—

9 sharing Our Future, Canadian International Development Assistance, Canadian International
Development Agency, 1987.
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nleprhnalypur  poseofc anadlanasAs&mB to LDc’sis totlelp ttlapooraatcoUmiaa -
_dtiwOIICL Human raaourw dwdopmm isoneof me mom impomntmeanaof
accomplisthg  thii goal. Two main ~ areused toputtheae  pddtiasha a
National lnitiaWes  Program; and a Pannarahip Program.

me typesof progmms inpiace under eactl of the Program areas aremldtipkandvaied  -
depending upon the partkular ~orrequests  of thecountry seeking =istan=. A
~wng, by program m d projects urldamken  with Canadii SSSSSnw ina&Sldtha four
LDC’sbeing compared provides agoodindiion of theextent andthetypeofdev~

~*.

TANZANIA
In 1967/66, Canada allocated over $49.5 million in development ~to the Re@Mc of
T~~ About $329 million of this ~nt WaS in support of bilateral (COU~-tO-COUntJY)
_- W~$16.6mti~M rnw~d_i_d~~s~

BM!Qra!
1. Tanzania-Cti  Wheat  Proje@ Phase Ill

-meearch  rnwheat~ technology tmnafer

2 Mbeya Agricuhum  Project
-meet needs dsmallscale farmers

3. Topomapping
- aeW photography and map production

4. Tanzania Railways Corporation
- railway support and redevelopment

5. Energy Dtibution
- engineering and constmction supervisor services for electrkal  grids

6. Assistance to Production and Balance of Payments
-Pmviskmdgoods

7, Canada Fund

2
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-Hlfjh Cmm&sim admhistedfunds forlodc  ommumypl’ojem

8. Training Fund far Tamanian  Women
-Wchdcal  andmqerialtrahing

9. Humanitarim  Ass&ame

- - StuaWms forvictims ofnatural andhumawmde  disasters

s-~
Thkprogram wodsont hebasisofcanadii organiaionsraisi ngaoerta inamount

of money or other support (equipme~ facilities, Iabour,  etc.) and the Canadii
government matching the oash raised by providing funds at least double that amount.
During 1988/87, approximately $2 miilii  was d~ursed in support of 40 projects.

Contributions have beenmadeto Non-Government Organizations (MO’s) suoh as the
Canadm Calholio Organization for mdopment  and Pm Advemist  Developmem and
Relii  Am World Vision of Cana@ YIACA/YVVCA Canad&n Organizadon  for
Development through Edwxtioq  OXFAM-Quebeq  and institution such as university,
ool~ Unm ooopemv.es, andpdesimdasocaom

. . Other programs inolude
‘Management for Change’ and ‘Mica 200(Y,

~QQQQ@@J
In 1985/88, Z091 was dmumed  to SUppOrt ‘starter studies’ and prdeasibiiity  studies.

—

Multilateral

t

.

1. IDRC in 1985/86 allocated $94s,000 to Tanzania directed to 38 active projects.

2 Petro-Canada  International Assiiance  Corporation in 1986 disbursed $3.4 miiliin  to
aid in seismic exploration.

3. Through international financial institutions (World Bank and affiliates) Canada provided
an estimated $3.4 million to Tanzania in 1987/88.

. .
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4. T~ mopemth waapmvidad through awide range daqxmthgagenok8
(many U.N -).

5. Other intematkml m~ included Intematimd Planned Pammhood
. .~Environment  l.iabon Cent.nX  Aswdath of AfrioanunWrsbs.

6. Food aid.

KENYA

In 1965/66, Canada aflocated $31.9 million in support of all its projeots in the Republic of Kenya

Bilateral
There were 23 projects operative, and at least 7 planned. These broke down into the
foflowing  groups

Balance of Payments supped 30-35%
Energy

Human Resource Development 25- 30%
Agriouttural/Rural  Development 10-15 %

1. General Training Fund
- increase middle and upper level skills in Kenyan civil service

2 Long Range Pfanning Framework
- designed to promote socio-economic  development by inch!dng a

long term planning perspective to government polioy making

3. Support to Hararnbee Institutes
- increase technical skills and off-farm employment

4. Kiambere Hydro-Electric  Darn
- constructing and equipping a dam and power station (multi-donor)

5. Agriculture and Rural Development
-rural access roads and minor roads programs for madwt acceas

.

4
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8.M “~ Fund
-Iooafsma apropct eandmquest  administered &lttlefialcL

- Pro9~
In 1988/87 d~mements totalied $l.8miUii 4)readover  92 Pr@ectS

-A~list of Canadm NGO’s  participated  indeve@m@assWmca
centred  on Iural developw agricultural training, food pmdudon,
education and health.

- Institutional ~ioi*~mPr@==
- Internathal NW’s were given commitment and support.
- Management for Change program supported.

Business Cmmraon
In 1986/87, onty two projects received funding for a total of $29,700.

Multilateral

1. W~intemdonal  finanddinsdtuWm (Wodd Bank and affiliates), Canada
contributed to the Afdcan Dew@mem Bankand to other funds.

2 Canada paIWpated in technical wopwatm“ n through the United Nations and its
dfiliates  (UNDP and UNICEF) and other international organizations.

3. International Humanitarian Assistance.

4. Food Aid.

5. IDRC allocation for Kenya in 1985/86 was $1.4 million, for 108 active and
completed projects.

6. Petro-Canada  International Assistance Corporation made expenditures of $9.7 million
in 1986 for oil drilling activities.

I .!
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NEPAL

btituth buildhg  andhuman resourw  dembpmm  are Nepars most Uiticalneeds  and the
focus d ClDA’s support to the country. Three principle themes are emphasized in ~DA’s

program for Nepal: poverty allwiatkm; energy planning; and ~
. andcivilmiation.

,

1.
i.

1. KamaMhd  Integrated Rural Devebpment
-trainii andgovemment  inWtWion buildhginp midingsew i c e s

to the poor, particularly in primary resource development.

2 Land Resource Assessment Project
- aerial phuography and land resource mapping to assist in land use planning.

3. Health Cam Delivery
- rural community health care centres.

4. Stmctu@Mj@nent

-~offertwze  randfungicid=

5. Energy Planning
- hsth@onal and professional support for the Water and Energy

commission secretariat

6. CMI Aviation Maintenance Suppolt
- Twin Otter maintenance, technicii  training and spare parts
- fully equipped maintenance hangar in western Nepal
- new security at Tribhuvan International Airport.

7. Nepal Engineering Education Linkages
- institutional capacity in engineering, architecture and planning

education strengthening,

8. Women in Development Initiatives
- project to sensitize government officials to gender analysis methodologies

for integrating women into program planning and project implementation.

6
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More than zoc’andan NGO’sae ~CIDAsu~foraOtNki= inNe@
lnetMon building programs arealeoaupported! parWuMy between ttM3u-of

-%wy-lfi~-u-hmtiu  ACanad&n  FundadfnifWad@ti
local Canadian Cmpemon mce,isu aedfors  pecialprojecm

!!Mwwa!
Canada pmvidee multilateral asskmce @m@y through three United Nations
~rarns UNDP; UNICEF; and UNFPA

Canada’s development .~ to the Philippines was minor until 1986, when the republk
was upgraded to a Category I country. Shwe then, greater amounts of ~have been
made available.

1. Balanced Payments support
- prdsion c4 $10 millbn of potash fenilizer
- rescheduling cd a $3.9 millii  loan

2 Negros Rehabilii and Development Fund —

-$11 miilii  over 4 years
.. amstana to the sugar producing province of Negros,  for malnutrition

and starvation as well as agricultural dwersifbtion,  agro-forestry prqects
cottage ind~ development and support for agri-prooessing industries.

3. Community Development Assistance
- cooperation with NGOS and other international organizations for community

development prqects, including funding of projects.

4. Philippine Immunization Program
- commitment of $5 million for vaccine.
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6. Mkaion Admhisered  Funds
-forlocaf  pmjectaandrequeam

7. Regional Projects for ASEAN benefimng the Philippine
-Forest Tree Seed Centre
- Fores Management Inatkute
- Peat-Harveet F~ Techno@y
- Crepe Peat-HaIveet Progml

-~p-~~-M~of-
Marine Wm.tmee

- E = 9 Y  - -
- Human Sdement Program
- Energy, Agrkulture and Human Settlement Dwe@mmt

-H_~D~
-~B~
- women ~ ~ -mar.

s-. Prooranq
Awidevariety dprogmmaandp@eota  haabeen undwtakenby N=s*~e
finarWdaeSs@me of CIDA There ia an Imtitutional  Cocprath - Devdopment
%rvicea Pmgranl providii  financial aaSaWmX to support joint Ventufea d inetii-
and an International NGO program to provide significant financial aAatmce to these
organizations Other programs incJude ‘Management for Chang&, food aid, and
induatnal  coopemion.

—

Multilateral
Canad@n multilateral .assstance to the Philippines is accomplished through the pooling
of resources with other donor nations into various international organizadons. Canada
paRicipatea in the Asian Development Bank (ADB); the Intemationd Bank for
R~ and Development (IBRD); the United Nations Development Program
(UNDP),  UNICEF; United Nations Fund for Population Activi@a (UNFPA); and the
International Fund for Agricultural Development (IFAD).

Other Canadm asakmce haa been provided to the Philippine through the International
Development Research Institute (fDRC) and the Petro-Canada  International Assktance
Corporation.
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Examples of Canada’s International Development Assistance

selected countries

Type of Program Kenya Tanzania Nepal Philippines

1. lmw.di
technology transfer x x x
financial assistance x x x
technical assistance x x x
Women in Development x x x

balance of payments support x x x

2  Stwial Prcwrams

matching grants

3. Business  Come ration

studies

4. jkfultilateral

food aid

IFI rmntriiution

UN agencies

IDRQPCIAC”

x

x

x

x

● IDRC = International Development Research Centre

PCIAC = PetroCanada International Assistance Corporation

x

x
x

x
x

x

x
x
x
x
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