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Executive Summary
The budgets of the Government of the Northwest Territories (GNWT,
Government) have attracted significant public attention in the last
two years, largely because of significant spending and jobs cuts the
Government announced in early 2008 which were partially revoked
due to public opposition. More recently, budget attention has been
due to the global economic recession that has driven governments
across the nation and around the world to engage in significant
stimulus spending.
In this context, this report provides an analysis of the recent budget,
the current economic situation and the risks and opportunities the
Government faces in its upcoming 2010-2011 budget.

A Look Back — The 2009-2010 Budget
The Government has recognized the seriousness of the recession,
calling it an “unprecedented economic turmoil” that is “likely to last
into 2010 and possibly longer.” It also has noted the need to address
the long-term and other concerns of NWT residents: quality of life;
education; employment; health care; cost of living; climate change
and the environment.
Did the Government’s 2009-2010 budget adequately address these
concerns? In a nutshell, no; the budget was largely business-as-usual.
Baseline revenue trends stayed on track. The government wisely
avoided making tax reductions, which are an ineffective form of
stimulus. And it did institute some positive tax changes, such as a
property tax on resource extraction properties and increases in
revenues from tobacco and liquor. However, the Government failed
to take advantage of some revenue opportunities that would yield
social, economic and environmental improvements in the NWT, e.g. a
resource income tax, capital tax, hotel and airport taxes, commercial
freight toll, fuel tax, carbon tax and a re-scaling of the personal
income and payroll taxes to boost the incomes of middle and lower
income residents and reduce revenue “leakage” outside of the NWT.
The Government also continued to draw attention to the idea of
resource management devolution as a solution to its financial woes.
It likely won’t be a solution though, as transfer of that taxation power
would likely result in an equivalent reduction in federal cash transfers.
On the spending side, the Government offered strong rhetoric
acknowledging the importance of stimulus to maintain employment
1
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and economic activity. However, the actual budget numbers showed
a failure to significantly increase spending over baseline trends.
Fortunately federal politics intervened; the opposition parties forced
stimulus spending on the federal government, which has since
adopted it wholeheartedly. The federal economic stimulus spending
program provided cost-shared programs resulting in a series of GNWT
spending announcements and Supplementary Appropriations bills.
Capital spending has thus been raised by 50 per cent to more than
$300 million, and may go higher.
The Government’s bottom line and spending capacity are strong
and getting stronger. For 2009-2010 it budgeted another operational
surplus and it continues to pay down debt. It is one of very few
jurisdictions in Canada to have net financial assets, joined only by
Alberta and the Yukon. With an accumulated surplus of $959 million
and more than $63 million in net financial assets, the NWT can
conduct major stimulus spending without going into long-term net
debt.

Recession and Needed Stimulus
The NWT economy and government finances are strong, but
vulnerable due to a lack of diversification and heavy reliance on
resource extraction, exports and construction. These sectors are
expected to be hit hard by the recession.
Economic experts do not agree on when the recession will end. One
thing most commentators agree on is that the health of the global
economy is precarious and reliant on public spending, and that the
recession will be deeper and longer if that spending is withdrawn too
soon.
Aside from the risk of a second dip, there are a number of additional
reasons for the GNWT to adopt stimulus spending. These include the
normal time-lag for the job recovery, the need to give the right signals
to the private sector, the inadequacy of the Federal stimulus program,
the opportunity to build needed infrastructure at a discount and the
weakness of automatic stabilizers like EI.

Looking Forward: The 2010-2011 Budget
In general, Government budgets tend to be focused on business needs
and economic growth. Environmental and social sustainability, while
often receiving rhetorical support, rarely see that support translated
into serious policy. The government should adopt a social and
2
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environmental screen for reviewing budgets — as well as legislation
and other major initiatives — and make the results of the screening
and decision-making public.

Revenues
Although the largest part of GNWT revenue is federal transfers,
it can control its own source revenues. An earlier report, the Fair
Price report of the Parkland Institute, recommended an integrated
package of tax reforms — as noted above — aimed at boosting the
social, economic and environmental sustainability of the NWT. The
Government did raise tobacco and alcohol revenues, which were a
part of the Fair Price package. It should continue with phasing in the
rest of that package over the next four years, which would capture
about $54 million by year four. This would be broadly consistent with
the Government’s stated intention to raise an additional $40 million
by 2009-2010 (which has been deferred during the recession).

Savings
The Government should also be setting and meeting savings targets.
Savings can help stabilize the government’s fiscal capacity and the
broader economy through the business cycle, and can help ensure the
long-term sustainability of important public programs and services.
The two main savings vehicles the GNWT should consider are an
Economic Stabilization Fund and a long-term Territorial Trust Fund.
When the economy is down, governments should increase spending
in order to provide stimulus. And when the economy is booming,
governments should save money to create a fund for stimulus
spending, which also helps cool an overheated economy. Governments
across Canada and around the world have demonstrated acceptance
of countercyclical spending and have adopted stimulus spending
packages during this recession.
The GNWT should create an Economic Stabilization Fund. The
savings rate should be adequate to provide for stimulus spending in
recessions. Rough calculations suggest that savings on the order of $5
million to $10 million per year in growth years should be adequate.
The Fund should be filled immediately, using borrowed funds and
net financial resources accumulated during the most recent boom. It
should be used immediately, during the current recession, to stimulate
job creation.

3
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In the long term, non-renewable resource extraction will decline
along with the economic activity it spurs. The Government should
establish a Territorial Trust Fund, like those in Alaska and Norway, to
gather economic rents from resource extraction via a new resource
income tax, as noted above. Deposits should be inflation-proofed
and protected from premature withdrawal. When the resources have
declined and Government revenues are down, that Fund could begin
to spend at a sustainable rate to preserve important public programs
and services. A GNWT consultation reported business, NGO and local
government agreement on such a fund, and the 2009-2010 Budget
Address confirmed the government intended to work with members
of the Legislative Assembly to pursue this measure.

Spending
On the spending side, the government should, as a first step, abandon
the remaining cuts first announced in 2008. Now, in this serious
recession and its aftermath, is not the time to cut any spending or
jobs.
Second, the government should avoid privatization and so-called
public-private partnerships (P3s). P3s create additional costs not
faced by public projects (e.g. higher borrowing costs and the diversion
of value to shareholders, corporate advertising and lobbying) while
reducing transparency and accountability. The current proposal by
ATCO to acquire the NWT Power Corporation should be rejected;
NWTPC earns significant net revenues for residents of the NWT ($9
million last year) and has hefty retained earnings of $54 million.
The government should boost its short-term stimulus spending. This
spending should be aimed at smaller, shovel-ready projects rather than
mega-projects that take a long time to get off the ground. The projects
should be selected on the basis of how many jobs they would create;
oil and gas extraction and pipeline transportation create relatively
little employment per dollar spent. Finally, the spending should have a
view to the long-term future, and rising fossil fuel energy costs.
Retrofitting buildings for higher energy efficiency would address all of
these points. The Government should expand the Energy Efficiency
Incentive Program to cover the costs of energy efficiency retrofits to
bring all public housing and all other public buildings up to a high
standard of efficiency. The Program should also subsidize retrofits
to other residences occupied by residents at low and middle income
levels. The Government should complement this investment with a
program of training and education. Such a program, while providing
some stimulus itself, would prepare the workforce to supply skills
needed in the future.
4
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The Government should also prepare to expand long-term baseline
spending. Even setting aside $10 million per year for the Economic
Stabilization Fund, the revenue changes discussed earlier would
provide about $44 million per year in additional spending capacity in
the long term.
In terms of social sustainability, the Government should build up
its own automatic economic stabilizers — progressive income taxes
and income support systems. Such systems also help provide a
countercyclical balance to the economy. The Government should
adopt and fund a comprehensive poverty reduction strategy.
It should also increase funding to early childcare education programs,
extending those programs to pre-kindergarten levels. Doing so
provides an investment in the future, and would cost on the order
of $18 million per year. It should also assess current cultural and
language programs in order to determine whether boosting their
budgets could aid in preserving culture and languages.
Finally, in order to boost environmental sustainability and mobility
for seniors, youth and lower income people, the Government should
expand funding for existing transit operations and assess the options
for developing new routes within and between communities and other
key destinations.

5
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Introduction
The budgets of the Government of the Northwest Territories (GNWT,
Government) have attracted significant public attention in the last two
years.
The attention seemed to ramp up after the Government made
a surprise announcement in early 2008 that it would be cutting
spending dramatically. The media reported that the government
would be laying off 135 people and eliminating an additional 88
positions for a total loss of 233 civil service jobs.
Significant opposition ensued and, over many months, the
Government scaled back its cuts. Then global economic news, which
had been threatening for some time, got a lot worse. As a result,
governments around the world have ramped up their spending to try
to manage a serious recession. These measures have mitigated the
worst of the recession and saved a lot of people from unemployment.
It is in this context that the Government is now heading into another
budget. This report provides an analysis of the risks and opportunities
that the Government faces in the upcoming budget, along with
recommendations. It begins with a short review of the 2009-2010
budget revenues, spending and surplus position. The next section
briefly discusses the current recession and how governments around
the world are addressing it. The report then considers the upcoming
budget, specifically revenue options, savings goals and mechanisms,
and spending strategies to help ease the recession and growing
unemployment in the NWT.
It is hoped that the input provided by this report will assist the
Government in creating a budget in challenging times — a budget
that serves the public interest, protects jobs, and begins to prepare the
NWT for the even bigger challenges it will face in the long term.

6
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A Look Back – The 2009-2010 Budget
The Government’s 2009-2010 budget address began with an
acknowledgement of the obvious — the massive global recession:
“Mr. Speaker, I stand today to present the 2009-10 Budget to this
House and the people of the NWT...
We are gathered here in a time of unprecedented global economic
turmoil that continues to worsen daily.”1
It noted that the downturn “is likely to last at least into 2010, and
possibly longer.”
The budget address expands on the recession and its potential
impacts on the NWT, and says that the “Budget tackles these economic
challenges without compromising our ability to invest for the longterm.”
It also notes the other concerns of NWT residents: quality of life;
education; job opportunities; access to health care; cost of living;
climate change and the need to protect the environment and the
land. The address says that the “Budget makes investments that will
benefit the NWT for the long-term - investments in our economy, in
our environment, and in our people.”
The rhetoric of the address is positive. But there is a popular saying:
“budget numbers are policy stripped of rhetoric.” We need to look
at the numbers. So how did the 2009-2010 budget actually tackle the
economic challenges posed by the recession and address the other
concerns of NWT residents?
As the following sections show, the 2009-2010 budget did not contain
policy changes commensurate to the scale of the recession. Indeed, at
the level of the big picture, the budget’s revenues and expenditures
seemed to be business as usual. And while it did take some positive
steps forward in addressing other concerns, the budget also failed to
seize important opportunities.

1

GNWT, “Budget Address 2009-2010”
(February 5, 2009) p.1 http://www.fin.
gov.nt.ca/documents/address/200910%20Budget%20Address%20and%20
Papers.pdf.
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Revenues
The GNWT budgeted for revenues of $1.3 billion in 2009-2010.2 This
is a modest increase from the $1.23 billion budgeted in 2007-20083
and 2008-2009.4
This being said, actual revenues in 2007-2008 were higher than
budgeted,5 continuing a trend.6 If this trend continues, actual
revenues for 2008-2009 may end up higher than budgeted. The
Government puts the revenue increase for 2009-2010 at 3.4 per cent
above 2008-2009 levels, though this will be lower if that revenues trend
continues and revenues in 2008-2009 are higher.7

Revenues — Wisdom and Mistakes

2

GNWT, “2009-2010 Budget Papers
- Fiscal Review” (Feb 2009) p. B15
http://www.fin.gov.nt.ca/documents/
address/2009-10%20Budget%20
Address%20and%20Papers.pdf.

3

Ibid p. B16.

4

Idem.

5

GNWT “Public Accounts of the
Government of the Northwest
Territories for the Year Ended March
31, 2008” (Dec 2008) http://www.fin.
gov.nt.ca/documents/pubaccount/200708pa.pdf.

6

8

Since the NWT began running
surpluses in 2004-2005, the surpluses
have been growing in size, with the
mean average being $61.4 million. In
the most recent Public Accounts, the
surplus for 2007-2008 was reported
as $134.9 million. GNWT “Public
Accounts of the Government of the
Northwest Territories for the Year
Ended March 31, 2008,” ibid p.12.
Thompson, “Public Service Cuts in
the Northwest Territories: Economic
Imperative or Political Choice?”
(Parkland Institute, 2008) at p.7
http://www.ualberta.ca/PARKLAND/
research/studies/NWTReport.pdf or
http://www.alternativesnorth.ca/pdf/

7

GNWT, “2009-2010 Budget Papers Fiscal Review” (Feb 2009) p. B13.

8

Thompson, “A Fair Price: Taxation,
Services and Programs in the
Northwest Territories” (Parkland
Institute, October 2008) http://www.
ualberta.ca/PARKLAND/research/
studies/NWT%20Revenue%20
Options%20Report%20(web).pdf.

9

Ibid at pp.2-3.

The government has essentially kept revenues in the 2009-2010 budget
near baseline levels. It has not instituted major tax reductions in an
attempt to provide economic stimulus. This is wise; as discussed later
in this report, tax reductions are an ineffective means of providing
economic stimulus.
The budget also contained some positive changes in the structure of
revenues. The government has demonstrated that it is willing to use
the taxes for non-economic goals. This is wise policy.
A previous report (the Fair Price report)8 described how tax systems
are used not only to raise revenues for important public services and
programs, but also to achieve a range of other public policy goals such
as:
• promoting economic activity and growth
• redistributing income from higher income individuals to lower
income individuals and from one region to another
• promoting activities such as saving for retirement or postsecondary education
• discouraging activities such as tobacco and alcohol use, or
causing environmental damage
As Fair Price noted, it is preferable to tax bads, not goods:
“Instituting or raising taxes on something raises its price, which
means less of it will be generated. Conversely, reducing taxes on
something means more of it will be generated. So if we want less of
something (e.g. pollution) we should tax it and if we want more of
something (e.g. income), we should reduce taxes on it.”9
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Furthermore, economic efficiency and fairness can be boosted by
addressing “externalities” through the tax system. Externalities are
costs (e.g. from pollution) or benefits (e.g. from education) that are
imposed on people who are not parties to a given transaction. Taxing
negative externalities like pollution allocates those costs to those who
impose them, thus reducing inefficiency and the unfair imposition of
their costs on others.
In the 2009-2010 budget, the GNWT has increased the property
tax rate on mining, oil and gas, and pipeline properties, as well as
revenues from tobacco and alcoholic beverages.10 Revenue increases
from such products were discussed in an earlier government
consultation paper,11 and conditionally supported in the Fair Price
report.12
Unfortunately, it appears that many other beneficial revenue structure
changes proposed13 have not been pursued at this time, e.g. a resource
income tax, capital tax, hotel tax, airport departure tax, commercial
freight toll, fuel tax, carbon tax and a re-scaling of the personal
income and payroll taxes to boost the incomes of middle and lower
income residents and capture “leakage” of revenues outside of the
NWT.
Furthermore, it appears that the Government is heading in exactly
the wrong direction in some areas. For instance, it “reduced the price
of gasoline and heating fuel by 16 cents per litre in all communities
served by the Petroleum Products Division, regardless of their location
or timing of resupply” at an estimated cost of $263,000 in 2008-09.14
10

GNWT, “2009-2010 Budget Papers Fiscal Review” (Feb 2009) p. B12.

11

GNWT, “Northwest Territories
Revenue Options” (Sept. 2008) at
pp. 25-28 http://www.fin.gov.nt.ca/
documents/press-releases/Revenue%20
Options%20Final.pdf.

12

The Parkland report supported such
tax increases because they would
be effective at reducing excessive
consumption of these products and the
corresponding social and health costs.
However, this support was conditional
on other tax changes, including
changes that would increase the net
incomes of people with middle and
lower incomes. Thompson, “A Fair
Price: Taxation, Services and Programs
in the Northwest Territories,” op.cit. at
pp.14-16.

13

Ibid at pp.9-18.

14

GNWT, “2009-2010 Budget Papers Budget Address” (Feb 2009) p.6.

It is important to remember who is paying for these fuel subsidies:
the taxpayers of the NWT. This means that the fuel subsidies
are not lowering the costs of living across the board; rather they
are redistributing income. And while it may be good income
redistribution or local development policy to provide financial
assistance to those in smaller communities where employment can be
scarce and incomes limited, it is not targeted specifically to those with
low incomes. Also, this subsidy fails to address the fact that people
living in poverty need assistance regardless of where they live or their
fuel source.
Moreover, this subsidy encourages higher consumption of fossil
fuels. Direct financial assistance could be given instead; rather
than providing $263,000 in cheaper fuel, the government could
provide $263,000 in cash to low-income residents in those smaller
communities. Or, better still, it could provide $263,000 in home
energy efficiency upgrades to those same people, which would reduce
9
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their heating costs indefinitely while conserving non-renewable
resources.
The failure to pursue a more comprehensive and forward-looking
restructuring of the tax system in the current year may be a result of
the distraction of the recession, and thus only a temporary pause in
the restructuring. Hopefully the government will resume a wise and
forward-looking restructuring of revenues so as to pursue the full
range of social, environmental and economic benefits.
Indeed, in a hopeful passage in the Budget Address, the Finance
Minister states:
“we need to take a closer look at how we raise revenues in the
NWT, to see if there are changes to our tax system that might
further our economic, social and environmental objectives...
We intend to continue this work in 2009. In addition, I have
committed to reconvene another forum similar to that used in
our revenue consultation to seek advice and input into this and
other budget issues.”
Later sections of this report will propose budget measures for 20102011, including revenue measures.

A Lingering Anti-Tax Bias?
Despite the Government’s willingness to pursue non-fiscal policy goals
through the tax system, it appears that an overall anti-tax bias may still
remain.15

10

15

A clear anti-tax bias in the
Government’s Revenue Options
consultation documents from 2008 was
discussed in Thompson, “A Fair Price:
Taxation, Services and Programs in the
Northwest Territories” op.cit. at pp.3-6.

16

GNWT, “2009-2010 Budget Papers”
(Feb 2009) p. B13.

For instance, the Government’s Fiscal Review states: “sound tax
policy must consider the effect of higher taxes on NWT residents
and businesses, particularly given the high cost of living in the
NWT.”16 While nothing in this statement is untrue per se, the Fiscal
Review does not go on to describe the benefits of higher taxes, such
as an increased capacity to deliver excellent services and programs
and to make infrastructure investments. Nor does it consider the
downsides of lower taxes, such as increased likelihood of structural
deficits, declining programs and services, infrastructure deficits and
a restricted ability to spend when economic stimulus is needed. Nor
does it acknowledge that the very people for whom the “high cost of
living in the NWT” is highest — those with low incomes — are the
hardest hit when public programs and services decline.
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It is this type of lack of balance that demonstrated significant antitax bias in the Government’s earlier revenue consultations. It would
be good to see a better balance shift. It is obvious to anyone who has
read, watched or heard the news in the last year that the deregulation
of the private and especially financial sectors led the world into a
sharp and deep recession. It is also clear that the only thing digging
the global economy out is government and the stimulus spending that
is, of course, funded by taxes.17

“[S]etting tax rates too low is ... harmful to economic
growth. This is so because if tax rates are set too low then
they generate too little revenue for governments to finance
the provision of things like hospitals, roads, sewers, good
schools, and all those other things that private firms rely
upon when recruiting new employees. Taxpayers and
private industry are partners in the creation of a society
in which people want to live and work. Industry cannot
thrive in a society without courts, laws, regulations, good
schools, hospitals, police, etc., and so industry has every
incentive and obligation to contribute toward the provision
of these things.”
17

See, for example, J. Mason and
E. Walsh, “White House: stimulus
added jobs, GDP growth” (Reuters,
Sept 10, 2009) http://www.
reuters.com/article/marketsNews/
idUSN1040195620090910. The capacity
of monetary policy changes to affect
stimulus was quickly overwhelmed
when interest rates neared zero and
the recession was still deepening.

18

Summary of Comments on the
September 23-24, 2008 Revenue
Options Roundtable, as reproduced in
GNWT, “NWT Revenue Options 2008 Report on Consultations” (December
2008) at p.10 http://www.fin.gov.nt.ca/
documents/press-releases/Revenue%20
Options%20Final%20Report.pdf.

19

“Creating Economic Stimulus in the
NWT”, NWT Chamber of Commerce
Recommendations to the Federal
Government Regarding a National
Economic Stimulus Package, December
15, 2008 http://www.nwtchamber.
com/docs/Creating%20Economic%20
Stimulus%20in%20the%20NWT.pdf.

Dr. Ron Kneebone, Director, Institute for Advanced Policy
Research and Professor, Department of Economics,
University of Calgary18

The value of tax revenues and need for vital government spending
was reflected in the results of a recent survey by the NWT Chamber
of Commerce. When surveyed on what the top priority for the federal
government should be for spurring economic development in the
NWT, 94 per cent said infrastructure spending and only six per cent
asked for a corporate tax cut.19

11
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Devolution – A Distraction, At Best
The government persists in holding out the potential for resource
management devolution as a financial magic bullet. The Budget
Address states:
“The GNWT has made a proposal to Canada that provides for the
transfer of legislative authority over lands and resources to the
GNWT... Resource revenues associated with Devolution will help
build our capacity to invest in the NWT’s resource development
sector and related infrastructure.”20
Unfortunately, this is an unlikely scenario. As has been pointed
out previously,21 even if the Government of Canada did transfer
the authority to collect royalties on mining and fossil fuel, there is
little reason to assume that current federal cash transfers would be
unaffected. Federal transfers, which constitute the majority of GNWT
revenues, would likely be clawed back proportionately to the transfer
in royalties collection power.
Furthermore, because smaller and more local governments generally
have less ability to resist industry lobbying and threats of relocation
to other jurisdictions, there is a significant possibility that devolution
eventually would result in a reduction of royalty income.
So, despite the attention that the GNWT continues to draw to
this issue, there is little point in hoping for devolution as a means
of significantly raising overall revenues. At best, devolution is a
distraction. At worst, it could result in a shrinking public purse in the
NWT.

Spending
The GNWT has offered strong rhetoric on the importance of stimulus.
In introducing the budget, the Finance Minister said:
“A serious economic downturn is not the time for governments
to reduce overall spending, even though tax revenues may be
decreasing. Government spending can provide the economic
stimulus needed to maintain employment and sustain economic
activity until the private sector can recover.” 22

12

20

GNWT, “Budget Address 2009-2010”
(February 5, 2009) p.12-13.

21

Thompson, “A Fair Price: Taxation,
Services and Programs in the
Northwest Territories” op.cit. p.9.

22

GNWT, “2009-2010 Budget Papers Budget Address” (Feb 2009) p. 2.
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23

Ibid p.3.

24

GNWT, “2009-2010 Budget Papers Fiscal Review” (Feb 2009) p. B15 .

25

Idem.

26

NWT Bureau of Statistics, “Inflation
Rate, Canada and Yellowknife”
http://www.stats.gov.nt.ca/Statinfo/
PricesIncome/prices/cpi/annual_data/
HistCPI.html.

27

GNWT, “2009-2010 Budget Papers Fiscal Review” (February 2009) p. B18.

28

In the Summary of Operations,
infrastructure contributions form part
of the Operations “Adjustments.”
GNWT, “2009-2010 Budget Papers Fiscal Review” (Feb 2009) p. B15.

29

Ibid p. B4-B12..

30

This document does not list all the
positive spending initiatives in the
2009-2010 budget; that is a role the
Government takes, e.g. GNWT, “20092010 Budget Papers - Budget Address”
(Feb 2009) pp. 5-10. Moreover, if
this document did list all the positive
spending initiatives, it would need to
list the others too, such as the dubious
$2.4 million to “promote and celebrate
the NWT at the 2010 Olympic Games in
Vancouver.”

31

GNWT “Supplementary Appropriation
No.2 2009-2010 (Infrastructure
Expenditures)” (May 2009) p.4 http://
www.fin.gov.nt.ca/documents/
budgetdocuments/supps/20092010%20Supplementary%20
Appropriation%20No.%202%20
(Infrastructure%20Expenditures)%20
-%20May%2020,%202009.pdf.

32

GNWT, Press Release Archives http://
www.exec.gov.nt.ca/currentnews/
default.asp?mode=archive.

33

GNWT Finance, Supplementary
Appropriations http://www.fin.
gov.nt.ca/budget-documents/
appropriations/index.htm.

34

In late May, the Finance Minister
hinted that more capital investments
were coming: “[I]n recognition of
the NWT’s large infrastructure deficit
and the need for government to act
as a counterbalance in the economy
to offset the decline in private
sector investment, we put in place
plans to invest in a record amount
of capital infrastructure this year.
Furthermore, we are proposing a
supplementary appropriation bill this
Session which, after considering both
capital carryovers from the previous
fiscal year and the investment related
to the accelerated federal stimulus
plan, will bring our 2009-10 capital
investment to $425 million.” GNWT,
“Fiscal and Economic Update” (May
28, 2009) http://www.exec.gov.
nt.ca/currentnews/speechDetails.
asp?varStatement_ID=843.

Lack of Stimulus in the Budget
However, the budget address also indicated that the Government
would carry on with spending cuts that were announced in early 2008
with $78 million in cuts budgeted over a four-year period.23
In terms of operational spending numbers, the budget failed to
significantly increase spending above baseline normal levels of growth.
The GNWT budgeted for operational expenditures of $1.2 billion
in 2009-2010,24 up from $1.18 billion budgeted in 2008-2009.25 This
represents an annual increase of 1.7 per cent, which is below the
recent average inflation rate26 or recent average budgeted spending
increases.
Capital investments were budgeted at $194 million, up less than two
per cent from what had been been budgeted for 2008-2009.27 An
additional $47 million was budgeted for “infrastructure contributions”
to local governments and for library and school renovations,
compared to $38 million budgeted in 2008-2009.28
Many of the spending initiatives outlined in the budget29 are
commendable, e.g. measures to reduce fossil fuel consumption
through conservation and use of renewable energy, programs for
seniors care and healthy living, and training and apprenticeship
programs.30 However, the numbers show that the budget failed to
provide substantial stimulus spending increases. Fortunately that was
not the end of the matter and federal politics intervened.

Stimulus Forced Upon the GNWT
As of late August 2009, there were three Supplementary
Appropriations for the 2009-2010 fiscal year, raising the budgeted
capital investment expenditures by 50 per cent to more than $300
million.31 These post-budget spending announcements32 were a result
of a federal stimulus spending program that the federal opposition
parties forced the federal government to adopt (and which it has
since defended vigorously). This federal program includes costshared projects with a use-it-or-lose-it condition. To access the federal
matching funds, the GNWT introduced a series of infrastructure
spending increases, reflected in those Supplementary Appropriations
bills.33 There may well be more spending announcements and thus
more Supplementary Appropriations. 34
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Surplus / Deficit
The Government’s financial bottom line continues to be a very
healthy one. Considering its accumulated surplus, it can conduct
major stimulus spending without going into long-term net debt.
For 2009-2010, the Government budgeted an operational surplus of
$57.6 million. This would bring the accumulated surplus up to $959
million.35
In addition to its growing accumulated surplus, the budget suggests
that the Government’s borrowing capacity will be improving.
While the Government budgeted borrowing of $83 million to fund
infrastructure spending in 2009-2010, it predicted this short-term debt
will be paid off in early 2010-2011 when new revenues are received.36
And according to the budget, the debts that the Government
guarantees37 will continue to be reduced in 2009-2010 — by $8
million.
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35

GNWT, “2009-2010 Budget Papers Fiscal Review” (Feb 2009) p. B2, B15.

36

Ibid p. B2.

37

GNWT guarantees certain debts
for NWT Power Corporation, NWT
Energy Corporation, NWT Housing
Corporation and Yellowknife Public
Denominational District Educational
Authority. These debts are more
than offset by assets owned by these
bodies. The NWT Power Corporation
alone has assets of over $350 million.
Subtracting all of its debts and
liabilities yields net assets of $98
million, which is almost double than
the debt guaranteed to the other
bodies. “NWT Power Corporation
2007/08 Annual Report - Consolidated
Balance Sheet” (NWTPC ) p.24 http://
www.ntpc.com/about/documents/200708AnnualReport.PDF; GNWT, “20092010 Budget Papers - Fiscal Review”
(Feb 2009) p. B19.

38

Thompson, “Public Service Cuts in
the Northwest Territories: Economic
Imperative or Political Choice?” op.cit.
at p.7.

39

GNWT “Public Accounts of the
Government of the Northwest
Territories for the Year Ended March
31, 2008” op.cit. p.11.

40

Statistics Canada, “The Daily:
Consolidated government finance:
Assets and liabilities” (Monday July 7,
2008) http://www.statcan.gc.ca/dailyquotidien/080707/dq080707b-eng.htm.

The Government’s net financial assets have grown. A previous
Parkland Institute report had predicted that the government’s net
financial debt would be eliminated in the spring of 2007, and that
there would be net financial assets by the end of 2007-2008.38 This
prediction proved correct and the spring 2008 position was more than
$63 million in net financial assets.39 Very few jurisdictions in Canada
can boast net financial assets: Alberta and the Yukon are the only
others.40
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Recession and Needed Stimulus
How deep will the recession be in Canada and globally, how long will
it last and how will it affect the NWT? The NWT economy is starting
from a stronger position than Canada as a whole. And of course
Canada is in better shape than the United States, where financial
sector deregulation led to more toxic debt, credit tightening and
economic contraction.
Though the Government finances are strong, the NWT economy
is still very vulnerable due to a lack of diversification and a heavy
reliance on resource extraction and exports and construction as
economic drivers. Mining and oil and gas extraction are 34 per cent
of GDP, while construction is 14 per cent of GDP.41 Figure 1 shows
projections for the overall combined private and public sector capital
expenditures.

41

GDP percentages based on calculations
from Northwest Territories Bureau
of Statistics, “Statistics Quarterly,
March 2009”. Table: Gross Domestic
Product by Industry, p. 42 http://www.
stats.gov.nt.ca/Statinfo/Generalstats/
statsquarterly/sqmar09.pdf.

42

Hon. J. Michael Miltenberger, Fiscal
and Economic Update, Statement to
the Legislative Assembly, Thursday,
May 28, 2009. http://www.exec.gov.
nt.ca/currentnews/speechDetails.
asp?varStatement_ID=843.

43

This includes public and private
investment: NWT Bureau of
Statistics, “Public and Private Capital
Expenditures - 2009 Intentions”
(February 25, 2009) http://www.stats.
gov.nt.ca/Statinfo/Industry/investment/
ppi_2009.pdf.

44

Northern mining exploration spending
to drop this year: federal report Last
Updated: Tuesday, March 10, 2009 |
2:04 PM CT Comments1Recommend5
CBC News, http://www.cbc.ca/canada/
north/story/2009/03/10/north-mining.
html?ref=rss

45

A. Fraser, “The Five Amigos” (Up Here
Business, June 2009) http://www.
upherebusiness.ca/node/325.

46

a = actual (2007); p = preliminary
actual (2008); i = intended (2009). NWT
Bureau of Statistics, “Public and Private
Capital Expenditures - 2009 Intentions”
(February 25, 2009) http://www.stats.
gov.nt.ca/Statinfo/Industry/investment/
ppi_2009.pdf.

These sectors are expected to be hard hit. The government estimates
that diamond mine production in 2009 will be at least 25 per cent
lower than last year’s levels while mineral exploration activity is
expected to fall by 80 per cent from last year, and indications are
that total capital investment in the NWT will decline more than 30
per cent from 200842 for a reduction of more than $580 million.43
Natural Resources Canada makes similar predictions, stating that
“Exploration spending in the NWT in 2008, for example, was $133
million. This year, that number is expected to drop almost 80 per cent
to $28 million.”44 This will have spin-off effects across the economy.
A northern business magazine survey of airline companies shows the
effects are already being felt.45

Figure 1 - NWT Capital Expenditures - Public and Private

Source of data: GNWT46
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The US economy is vital to the NWT’s recovery as America consumes
almost half of the global diamond market and is a key driver.47
Though the possibility of general economic recovery is looking better
for Canada, the US is lagging far behind and is not expected to turn
the corner until mid 2010 with unemployment peaking at 10 per cent.
The Bank of Canada projected growth for 2010 in United States to be
only 1.4 per cent, half that of Canada’s. That will have a direct drag on
economic recovery in the NWT. 48

The Possibility of Recovery and Premature
Withdrawal of Stimulus

47

Petra Diamonds, “The Diamond
Market,” http://petradiamonds.com/d/
market.php

48

Bank of Canada, “Monetary Policy
Report” July 2009 http://www.
bankofcanada.ca/en/mpr/pdf/2009/
mprsumjuly09.pdf.

49

H. Schoffield, “Canada’s economy
one of first to recover: OECD” (Globe
and Mail, June 8, 2009) http://www.
theglobeandmail.com/report-onbusiness/canadas-economy-one-of-firstto-recover-oecd/article1173099/.

50

E.g. H. Schoffield, “Green shoots?
How about a ‘double dip’” (Globe
and Mail, June 9, 2009) http://www.
theglobeandmail.com/report-onbusiness/green-shoots-how-abouta-double-dip/article1172629/. Also,
Nouriel Roubini, one of the few
economists who accurately predicted
the magnitude of the world’s recent
financial troubles, sees a “big risk”
of a double-dip. See “Roubini warns
of double-dip recession: report” in
Reuters, Sun Aug 23, 2009. http://
www.reuters.com/article/ousiv/
idUSTRE57M29R20090823.

51
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Bank of Canada, “Monetary Policy
Report” July 2009, op.cit.

In spring 2009, economic commentators started discussing potential
“green shoots” — modest improvements in a number of indicators.
Others said these were just the beginning of a “dead cat bounce.” An
OECD report said that Canada’s economy would be one of the first to
recover from the recession.49 Those hopes were dashed by a round of
bad news on key indicators. After its governor was criticized for being
too dour, the Bank of Canada provided lukewarm predictions in the
summer of 2009 and faint hopes were raised to a “certainty” that the
recession would be over immediately. However, well into September
2009 there is still a broad-based fear amongst mainstream economists
and international finance ministers of a “W-shaped” recession or
possibly even other shapes, including “L-shaped” (economy stays down
a long time), or “square-root shaped” (slow recovery that plateaus
early).
Throughout the recession, the media has spun stories, deployed
clever phrases and images, manufactured trends and changed its
mind overnight. Despite the media frenzy, the truth is that nobody
actually knows when this recession will be over or how deep it will go.
We will only know the answers to such questions in hindsight and at a
distance.
One thing most commentators agree on is that the health of the
global economy is precarious and reliant on substantial public
spending, and if that spending is withdrawn too soon, the recession
will be deeper and longer.50 The Bank of Canada’s July 2009 forecast
stated that the decline is “decelerating” — not stopping — and that
“[e]ffective and resolute policy implementation remains critical
to a sustained economic recovery.” 51 In a March 2009 report, the
International Monetary Fund stated:
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“Given the anticipated weakness in the global economy over the
next two years, consideration should be given to providing fiscal
stimulus that goes beyond the measures already announced.”52

52

Charles Freedman, Michael Kumhof,
Douglas Laxton, and Jaewoo Lee, “The
Case for Global Fiscal Stimulus,” IMF
Staff Position Note SPN/09/03, March 6,
2009.

53

IMF op cit. P. 18.

54

IMF, “Update on Fiscal Stimulus and
Financial Sector Measures” (April
26, 2009) http://imf.org/external/np/
fad/2009/042609.pdf.

55

See comments by Patricia Croft,
Chief Economist at RBC Global
Management in “Canada on the
rebound, recession over: Boca,” (CTV
mobile edition, July 23, 2009) http://
www.ctv.ca/servlet/ArticleNews/
mobile/CTVNews/20090723/boc_
economy_090723/20090723?pr=0 and
Sheryl King, Chief Canadian Economist
for Bank of America Securities-Merrill
Lynch, in Paul Vieira, “King swells ranks
of Bay St.’s female chief economists,”
(Financial Post, May 1, 2009). See also
N. Menon, “UPDATE: Canada Fin Min
Sees Econ Grow In 2nd Half” (Dow
Jones Newswire, June 8, 2009) http://
www.nasdaq.com/aspx/stock-marketnews-story.aspx?storyid=20090608174
8dowjonesdjonline000626&title=upda
te-canada-fin-min-sees-econ-grow-in2nd-half.

56

Alia McMullen, “Job market to
lag behind recovery: Double digit
unemployment expected” (Financial
Post, July 23, 2009) http://www.
edmontonjournal.com/business/fp/
market+recovery/1821880/story.html.

57

“Moving Beyond the Crisis: Global
Outlook and Policy Challenges,”
Keynote address of John Lipsky,
First Deputy Managing Director,
IMF To Turkish Industrialists’
and Businessmen’s Association
(TÜSIAD) Bodrum, June 19, 2009.
http://www.imf.org/external/np/
speeches/2009/061909.htm.

58

July 2009 rate of 6.7%: NWT Bureau
of Statistics, “Current Indicators”
http://www.stats.gov.nt.ca/indicators.
otp#employ.

59

G. Hodgson, “Fending Off a
Canadian Recession - What More
Can Be Done?” (Conference Board of
Canada, November 2008) http://www.
conferenceboard.ca/press/speech_
oped/op-ed-2670992656.aspx.

60

Parliamentary Budget Office,
Presentation to the IMF, Article IV:
February 25, 2009.

The same report concluded that:
“...it is essential in our view that public sector authorities play their
appropriate role in preventing a collapse of confidence in the
private sector that might lead to a vicious downward spiral.”53
The IMF has estimated that the G-20 countries will have deployed
discretionary stimulus spending of two per cent of GDP in 2009 and
an additional 1.5 per cent in 2010.54
Aside from the risk of a second dip, there are a number of additional
reasons for the GNWT to adopt stimulus spending. These include
the time-lag for the job recovery, the need to give the right signals to
the private sector, the inadequacy of the Federal stimulus program,
the opportunity to build needed infrastructure at a discount and the
weakness of automatic stabilizers like EI.
•

Job recovery lag. Job losses tend to accelerate toward the end of
a recession and continue after it is over.55 As the Bank of Canada
says “...even as the economy returns to growth and consumer
spending picks up, the effects of recession will linger, particularly
where jobs are concerned.”56 According to the IMF,
“...unemployment rates in most economies should continue rising
through 2010.”57 Unemployment in the NWT has already risen to
6.7 per cent.58

•

Giving the right signals to the private sector. There is an important
market impact to stimulus spending. Stimulus spending gives
a clear message to private sector that government is taking the
challenge seriously and is going to ensure that the economy
recovers. If governments are willing to take risks, it sends a
strong signal to the private sector to invest. This is why leading
economists such as those at the Conference Board of Canada
strongly advise to “avoid mention of belt-tightening, which sends
the wrong signal at a time when economic stimulus is needed.”59

•

Federal stimulus inadequate. Much of the federal stimulus ($5.5
billion) takes the form of generalized tax cuts, which have very
limited stimulus effects (see text box). Furthermore, estimates
are that 45 per cent of the federal stimulus is in the form of
anticipated contributions from the provinces and territories.
Without the matching funding included, federal stimulus dollars
alone account for less than half of the 119,000 jobs that the
federal government claimed they would create.60
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Impact of Stimulus Options — Public
Spending vs. Tax Reductions
Both direct government spending and tax reductions could
be considered as economic stimulus as they put more
money into circulation in the economy, thereby stimulating
economic activity and jobs. However, mainstream economists
agree that public spending is a much more effective stimulus
than tax reductions. Monies from tax reductions are generally
saved, put into debt payment, or spent on imports.
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61

“Nearly one-half of Canadians plan to
either deposit or reinvest their income
tax refund or use it to pay down debt”
(Scotiabank, March 2, 2009) http://
www.newswire.ca/en/releases/archive/
March2009/02/c4453.html

62

A. Bowen, S. Frankhauser, N. Stern
and D. Zenghelis, “An outline of the
case for a ‘green’ stimulus” (Grantham
Research Institute and Centre for
Climate Change Economics and Policy,
February 2009) p.6 http://www.lse.
ac.uk/collections/granthamInstitute/
publications/An%20outline%20
of%20the%20case%20for%20a%20
%27green%27%20stimulus.pdf.

63

B. Tal, “Capitalizing on the Upcoming
Infrastructure Stimulus” Occasional
Report #66 (CIBC World Markets, Jan
26, 2009) p.2 http://research.cibcwm.
com/economic_public/download/
occrept66.pdf.

64

IMF op cit. p. 17.

65

“Creating Economic Stimulus in the
NWT,” NWT Chamber of Commerce op.
Cit.

66

“[A] $1 billion increase in government
spending on goods and services will
create about 20,000 jobs. Tax cuts
will also increase the number of jobs
(10,000 per $1 billion of personal
income tax and 15,000 per $1 billion
of GST).” See Informetrica, “Economic
effects of fiscal initiatives” cited in M.
Justus and M. McCracken, “Securing
the future of Canadian youth: A
review of the landscape” (Monthly
Economic Review, Vol.XVI No.6, Nov.
27 1997) http://www.informetrica.
com/prodserv/mer/mr1606m.htm#ftn4
accessed December 17, 2008. Also see
C. Sonnen, “”Municipal Infrastructure
Macroeconomic Impacts of Spending
and Level-of-Government Financing”
(Federation of Canadian Municipalities,
May 31, 2008) http://www.fcm.ca/
CMFiles/FCM%20Infometrica%20
En%20(2)1JLE-1162008-387.pdf
accessed June 10, 2009.

Experience with tax refunds in Canada bears this out. A
Scotiabank report states, “almost one-quarter of Canadians
are planning to either deposit or invest their tax refunds this
year, while about one-fifth expect to pay down debt.” 61
The stimulus impact of tax reductions is further
compromised by the NWT’s high import ratio. The portion
of the tax reductions that is spent is undermined by the
purchase of imports, meaning very little job creation. Indeed
an IMF study of OECD countries found that employment
multipliers for spending were approximately double those
for tax reductions.62 As Benjamin Tal, senior economist at
CIBC World Markets put it, “When it comes to creating jobs
and stimulating activity, infrastructure spending is a much
more effective tool than tax reductions.” 63 According to the
IMF, “...where fiscal stimulus is both global and supported by
monetary accommodation, and where financial sectors that
are under pressure are being supported by governments,
every dollar spent on government investment can increase
GDP by about $3, while every dollar of targeted transfers can
increase GDP by about $1.” 64
Not only is direct spending a more effective immediate
stimulus than tax, it is also a better foundation for future
growth. As mentioned earlier, businesses across the NWT
converged on a strong majority in a survey by that Chamber
of Commerce that infrastructure investments were preferred
to tax reductions.65 Government spending also has been
demonstrated to provide a stronger boost to employment
than tax reductions.66
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•

Prices are low. Finally, where spending is needed in the
foreseeable future, the time to spend is when the costs are down.
With prices down for key inputs such as labour and steel, now is
the time. As of March 2009 steel prices were about half their levels
of June 2008. Other inputs were also down including concrete
rebar (-34.6 per cent year over year), structural steel shapes (-10.1
per cent) and aluminum structural shapes (-6.7 per cent).67
Development in the Territories will pick up as the recession wanes
and infrastructure gaps will once again become glaring. The
window for investing in the social and physical infrastructure that
will be needed for a sustainable future is narrow. If there is a delay
in these investments, the Territorial government not only risks
fuelling inflation later on, but also pays a premium and increases
long-term debt above what it should have been.

•

Automatic stabilizers have been compromised. Income taxes and
payroll taxes, in conjunction with income support systems, act as
automatic stabilizers. Other things being equal, when personal
incomes go up, so do income taxes, thus cooling an overheated
economy. And when people lose their jobs, some of them may
eventually qualify for income supports, which stimulate an
economy in recession. Programs like Employment Insurance
automatically increase spending when the number of unemployed
increases. The EI program should not only mitigate the impact
of the recession on affected families, but should also stimulate
overall demand during the recession.

67

Daily Commercial News and
Construction Record, “Some Canadian
construction material costs waking
from slumber,” July 22, 2009. http://
www.dcnonl.com/article/id34645.

68

Parliamentary Budget Office,
Presentation to the IMF, Article IV:
February 25, 2009, p.21.

69

Statistics Canada, “Employment
Insurance Coverage Survey,” The Daily,
July 24, 2008.

70

L. Osberg, “Canada’s Declining Social
Safety Net” (CCPA, Jan 2009) http://
www.policyalternatives.ca/~ASSETS/
DOCUMENT/National_Office_
Pubs/2009/Canadas_Declining_Safety_
Net.pdf.

However, these stabilizer programs have been compromised.
According to the Parliamentary Budget Office, “Compared to the
1981 recession the size of automatic stabilizers has diminished by
approximately 50 per cent.”68 The shift towards “self-employment”
and part-time work, as well as tighter eligibility requirements,
has rendered many workers ineligible for EI. The percentage of
unemployed Canadians in 2008 who either received or were to
have received benefits was disturbingly low at a mere 41 per cent.69
Those fortunate people who qualify for benefits receive lower levels
of benefits for shorter time periods than in prior recessions, also
undermining the stimulus effect of the program. A recent study found
Canada’s unemployment benefits were significantly below the OECD
average.70

71

The maximum benefit period was
increased from 45 to 50 weeks: J
O’Neill, “EI benefits extended by
five weeks” (Vancouver Sun, Jan 27,
2009) http://www.vancouversun.com/
Entertainment/benefits+extended+five
+weeks/1223720/story.html.

As part of its stimulus package, the federal government made
some efforts to improve the program by extending benefits by five
weeks.71 While welcome, this change fails to expand entitlement or
benefit levels, which are critical problems. The EI system has been
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undermined significantly and will provide less economic stimulus for
the NWT as a result. Moreover, not all residents of the NWT will be
able to rely on it should they have periods of unemployment. Thus
some may need to seek jobs elsewhere, and thus leave the NWT.

Looking Forward: The 2010-2011 Budget
The sections below consider the three major areas of the coming
2010-2011 budget — revenues, savings and spending.
As a general point, applying to all three of these budget areas, it is
important for the NWT to be more environmentally and socially
sustainable. Currently, governments tend to consider budgets and
other major policy decisions with the interests of business and
economic growth at the forefront. Despite frequent rhetoric to the
contrary, it is clear that the business and growth agenda is at the
centre of policymaking and environmental and social sustainability
are peripheral, often getting consideration after the key decisions
are already made. This can be changed by requiring the Government
to consider all budgets, legislation and other major new policy
initiatives using an environmental and social “screen.” This screening
process should document the consideration (or lack thereof) of
environmental and social impacts at all stages of the policy decisionmaking process and make those considerations public. Policies that
are found to have significantly negative environmental and social
impacts should be rejected.

Recommendation:
The Government should adopt a social and environmental
screen for reviewing the impacts of budgets, legislation and
other major initiatives. Documentation of the decisionmaking process should be made public and initiatives with a
significant negative social or environmental impact should
be rejected.
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Revenue
The largest part of GNWT revenues — the federal Territorial Formula
Financing — is stable and increasing, and set by regulation for up
to March 31, 2014.72 However, the GNWT can adjust its own source
revenues.
As noted earlier, the Fair Price report proposed an integrated package
of tax reforms, including tobacco and alcohol revenues, as well as:

72

GNWT, “2009-2010 Budget Papers Fiscal Review” (Feb 2009) p.B1.

73

Thompson, “A Fair Price: Taxation,
Services and Programs in the
Northwest Territories” op.cit. at pp.18

74

Idem.

75

Own-source revenue increases due to
tax rate increases or new taxes are not
automatically subject to claw-back,
unlike OSR increases due to tax base
growth: see Thompson, “A Fair Price:
Taxation, Services and Programs in the
Northwest Territories” ibid, at p.7.

76

GNWT, “2009-2010 Budget Papers Budget Address” (Feb 2009) p.10. This
deferral may need to be reconsidered;
the Government’s May 2009 Fiscal
and Economic Update suggested
that 2009-2010 corporate income tax
revenues could decline by $40 million
or more below budgeted levels. Of
course, the recession won’t last forever,
and the Update also noted that the
impact “will depend on how deep
and how prolonged the slowdown is.”
GNWT, “Fiscal and Economic Update”
(May 28, 2009) http://www.exec.gov.
nt.ca/currentnews/speechDetails.
asp?varStatement_ID=843.

•

A resource income tax — A RIT would collect rents on extraction
of minerals and fossil fuels, the proceeds of which would be saved
in a Territorial Trust Fund (see section on Savings below).

•

A capital tax — A capital tax would ensure that corporations pay
at least some tax and are not able to use accounting practices to
completely avoid paying in the NWT.

•

A hotel tax and an airport departure tax — These taxes would
reduce revenue leakage from the GNWT caused by non-residents
who work in the NWT and spend and pay taxes elsewhere.

•

A commercial freight toll — This would apply only to imports,
exports and long-distance (non- local) freight movements.

•

A restored fuel tax and a carbon tax — Restoring the fuel tax to its
former levels and instituting a carbon tax would help to conserve
non-renewable resources and reduce CO2 emissions.

•

Personal income and payroll tax changes — This would be a
restructuring to reduce taxes and boost the incomes of the large
majority of NWT residents (not those with high incomes) and
capture revenue leakage outside of the NWT.73

In the 2008-2009 budget, the Government did begin to increase
revenues from tobacco and alcoholic beverages. Assuming it phased
in the recommendations in the remaining areas over the next four
years,74 it could capture another $19 million (year one) to $54 million
(year four) in revenues.75
Note that these figures are broadly consistent with the Government’s
stated plan to raise another $10 million in 2008-2009, and a further
$30 million in 2009-2010. The Government more recently deferred
those increases because of the recession.76

Recommendation:
The Government should implement the full integrated package
of tax reforms as described in the Fair Price report.
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Savings
A key priority for both the stability and long-term sustainability of the
NWT’s government finances and its economy will be the amount of
money that the government saves and what it does with those savings.
The Government should carry out savings guided by goals and specific
targets. Savings should be intentional; it should be a priority element
of the annual budget, as opposed to an arithmetic consequence of the
revenues obtained minus the spending incurred. The piece of savings
advice that financial planners commonly give to individuals77 — set
and achieve savings goals, and spend the remainder — applies to
public finance equally well.
Savings can help stabilize the government’s fiscal capacity and the
broader economy by enabling higher public spending during a
recession. And savings can help ensure the long-term sustainability of
important public programs and services, and help boost the overall
economy when non-renewable resources are depleted and related
government revenues are down.
Though it may at first blush appear counter-intuitive to discuss savings
during a recession, it makes sense to establish the institutions that will
manage the savings needed. The two main savings vehicles the GNWT
should consider are an Economic Stabilization Fund and a long-term
Territorial Trust Fund. The merits of each will be discussed in the
following sections.
Alberta is an example of a jurisdiction with both types of funds: a
stabilization fund that has been used during the current recession
and a long-term savings trust fund called the Heritage Fund. Norway
is a better example for the trust fund as Norway has captured a much
higher portion of oil and gas revenues than Alberta and, as of June
2009, had a balance of $US 370 billion.78

Stability — An Economic Stabilization Fund

22

77

This principle was popularized by the
expression “pay yourself first” used
in D. Chilton, The Wealthy Barber
(Toronto: Stoddart, 1989). Notably,
other truisms of household and
business finance do not apply to
government, e.g. cutting spending
when recessions cause revenues to
decline.

78

Norges Bank, http://www.norgesbank.no/templates/article 41397.aspx.
Currency conversion done at .15499.

The current recession has illustrated the importance of
countercyclical spending. As noted earlier, when the economy is down
governments should increase spending in order to provide stimulus,
even if it means temporarily running a deficit. And when the economy
is booming, governments should save money; this savings creates a
fund for spending when needed and also helps cool an overheated
economy. Such countercyclical spending smooths out the ups and
downs of the business cycle. Governments across Canada and around
the world have demonstrated acceptance of this principle and have
adopted stimulus spending packages during this recession.
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An Economic Stabilization Fund within the public accounts could be
created to facilitate countercyclical spending over the short and long
term. The existence of such an account would clearly communicate
to the public that the government is capable of proactively managing
the ups and downs of the business cycle and build confidence in the
economy.
The account could be created immediately using borrowing and
the net financial resources accumulated during the most recent
boom (an arrears payment into the account). It could then be used
immediately, during the current recession, to stimulate job creation.
This would allow for a formalized structure for the stimulus spending
recommended in the subsequent section.

79
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The following is an illustration – on a
very approximate basis – of the type
of calculation needed. Over the past
several decades, the Canadian and US
economies have experienced a series of
booms and busts. The majority of years
are growth years, while as a mean
average, recessions come every 10 to
20 years and last for one to two years.
If we assume that, on average, 10
per cent of years are recession years,
then we can say our savings target in
growth years should be about 10 per
cent of the stimulus spending needed
during the recession years (assuming
20 per cent of years are recession years
would double the required savings
rate). Certainly, with the jump in
unemployment and continued outmigration, substantial stimulus seems
reasonable; the recommendations
for spending in the current, major
recession are about two per cent of
GDP. Thus, savings rates in growth
years should be on the order of 0.2
per cent of GDP per year. With an
NWT GDP level of about $5 billion, the
savings rate would be on the order of
$10 million per year in growth years. If
the federal government could be relied
upon to provide effective stimulus
amounting to half of what was needed
in future recession years, the savings
rate required would be on the order
of $5 million per year in growth years.
Thus a $5 million to $10 million orderof-magnitude range seems reasonable.
On this topic, see discussion in
Thompson, “A Fair Price: Taxation,
Services and Programs in the
Northwest Territories” op.cit.
at pp.10-11.

What should the savings rate be for Economic Stabilization
Fund? The Government should set a savings rate based on (1)
the need for stimulus spending during recessions, and (2) the
frequency of recessions. Based on international stimulus spending
recommendations for the current recession (around two per cent of
GDP), a very rough calculation would suggest a savings rate, during
growth years, on the order of $5 million to $10 million per year.79

Recommendation:
The GNWT should establish an Economic Stabilization
Fund within the public accounts. It should add to it during
growth periods, and spend from it during recessions. The
rate of savings should be determined by the need for stimulus
spending during recessions, and the frequency of recessions.
The Economic Stabilization Fund should be filled immediately,
using borrowing and the net financial resources accumulated
during the most recent boom (an arrears payment into the
account). It should be used immediately, during the current
recession, to stimulate job creation.

Long Term Sustainability — A Territorial Trust Fund
In the long term, non-renewable resource extraction will decline,
along with the economic activity and growth that it spurs. At that time,
unemployment will likely rise, along with out-migration. If the NWT
has inadequate savings, it may face significant budget shortfalls at the
very time it needs to expand social programs and income supports to
address increased poverty rates.80
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A Territorial Trust Fund could be established akin to those in Alaska
and Norway. The Fund would gather the economic rents captured
from resource extraction in the NWT via a resource income tax as
noted above. When the resources have declined and Government
revenues are down, that Fund could begin to spend at a sustainable
rate to preserve important public programs and services.
The Government’s Revenue Options consultation reported agreement
from representatives of all three participant panels (business,
governments other than GNWT and non-governmental organizations)
on the establishment of a “heritage fund for non-renewable resource
economic rents.” 81
A very promising sign is the following statement in the Government’s
2009-2010 Budget Address:
“We are also exploring the concept of a Heritage Fund to save
income from our non-renewable resources. A Heritage Fund
could play an important role in preserving the benefits of
resource development in NWT so that these proceeds can be
reinvested to achieve sustainable economic development in
NWT. We need to be concerned that the revenues earned from
developing our resources benefit this and future generations. We
will work with Members to advance this issue in 2009.”82

Recommendation:
The GNWT should establish an arms-length Territorial Trust
Fund to capture rents from non-renewable resource extraction,
beginning with a new Resource Income Tax. The Fund should
be inflation-proofed, and its capital should be legislatively
protected from premature withdrawal. The savings target
should be calculated from the funding needs to finance public
programs and services in the future when revenues associated
with resource extraction have significantly declined.
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GNWT, “NWT Revenue Options 2008
- Report on Consultations” op.cit. at
p.13.

82

GNWT, “Budget Address 2009-2010”
(February 5, 2009) p.13.
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Spending
This section will consider what the Government can afford to
spend — both short-term stimulus and long term — and some
spending priorities. It examines issues related to the proposed cuts,
privatization, short-term stimulus spending and long-term program
spending.

Abandon the Cuts
It is the job of government to determine priorities for spending
to maximize the public interest. However, in the midst of a global
recession with private sector jobs lost and more losses expected even
after the recession ends, it is not the time for governments to be
cutting. It is the time for governments to be hiring and spending.
That is what leading economists, bankers, international financial
organizations and others are calling for. And that is what governments
are doing, across Canada and around the World.
In the case of the NWT, the first order of business is to abandon the
job cuts initiative that was announced in early 2008. 83
As mentioned earlier, that program announced that $135 million
in spending and a total of 233 jobs would be cut in the following
two years. For a little background, the Government realized that the
public did not support those cuts; in its 2008-2009 budget, introduced
later that year, the Government scaled back the cuts and shifted the
emphasis to a re-alignment of spending. By the 2009-2010 budget, the
spending cuts had been scaled back to $78 million spread over four
years. And with the scaling back of cuts, combined with re-deployment
and voluntary departures of some staff, the number of layoffs was only
14.84

83

84

Discussed at Thompson, “Public Service
Cuts in the Northwest Territories:
Economic Imperative or Political
Choice?” (Parkland Institute, 2008)
op.cit. and at Alternatives North,
“Government of the Northwest
Territories 2008-2009 Budget Cuts:
A Review” (June 2008) http://
www.alternativesnorth.ca/pdf/

Though the cuts were curtailed, the fact remains that now is not the
moment to cut any spending or jobs. This is a serious global recession
and the job of government is to increase spending as outlined in the
earlier discussion of stimulus. By cutting at this time, the government
is not only failing to absorb the workers who have lost their jobs in the
private sector, but also giving the absolute wrong signals to the private
sector.

Recommendation:
The Government should immediately rescind all spending cuts
and reverse all layoffs announced in the last two years.

GNWT, “2009-2010 Budget Papers Budget Address” (Feb 2009) p. 3, 5.
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Avoid P3s and Privatization
Privatization and so-called public-private partnerships (P3s) are not
necessarily a cost-effective nor a responsible solution to keeping a lid
on public spending, and can be just the opposite.
P3s are particularly inappropriate during the recession. This recession
was brought about by extreme scarcity of private finance and using a
corporate middleman to secure project financing simply means that
the project is less likely to proceed. Governments around the world
have had to shelve P3s for this reason.
Moreover, using a P3 at any time for a project ends up creating all
sorts of additional costs that governments don’t face, e.g. higher
borrowing costs and the diversion of project value to shareholders,
corporate advertising and lobbying. In addition, privatization and
P3s reduce accountability to the public (as business corporations are
required to maximize shareholder returns, rather than public good)
and transparency (as project financial information is withdrawn
from the public in order to serve commercial confidentiality). P3s
have been used to conceal debt by removing it from the books of
governments, akin to the way that Enron fraudulently moved debt to
offshore subsidiaries.85

85
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For a further discussion of the
history of P3 costs and accounting
practices, see Toby Sanger and
Corina Crawley, “The Problem with
Public-Private Partnerships: Economic
crisis exposes the high costs and
risks of P3s” (CCPA Monitor, April
2009) http://www.policyalternatives.
ca/monitorissues/2009/04/
monitorissue2215/?pa=pa

86

CBC News, “Talks with ATCO on
N.W.T. Power Corp. merger will
continue, premier says” (June 2, 2009)
http://www.cbc.ca/canada/north/
story/2009/06/02/nwtpc-atco-merger.
html.

87

“NWT Power Corporation 2007/08
Annual Report - Consolidated Balance
Sheet” (NWTPC ) p.22, 24 http://www.
ntpc.com/about/documents/200708AnnualReport.PDF;

This said, it appears that ATCO Group is attempting to have the
NWT Power Corporation privatized.86 The proposed deal is not being
termed a privatization or a takeover; rather it is being spun to the
media and the public as a “merger.” However, a merger is certainly not
in the cards, and the use of that term is very misleading. A merger is
essentially the replacement of two corporate entities by a single entity,
with the shareholders of the two former corporations giving up those
shares and receiving shares in the new one. ATCO is not about to
agree to disappear and be replaced by a new corporation partly owned
by the Government of the Northwest Territories.
If there is going to be any deal, it will be an acquisition by ATCO
of NWTPC, or parts of it. Judging from the NWTPC books, ATCO
is likely interested in the hefty retained earnings of NWTPC; it has
earned $54 million on behalf of the residents of the NWT. Last year its
net earnings were over $9 million, which is about a 20 per cent return
on share capital.87 To put it briefly, NWTPC would be a juicy public
plum for a business corporation to take over.
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Interestingly, it appears that ATCO has been shopping in the North.
It has also entered into secret discussions with the Yukon Premier
about Yukon Energy, thus resulting in calls for a public inquiry and
the resignation of Premier Fentie.88 The Chair of the Board of Yukon
Energy, along with three other Directors, resigned in protest, the
Chair terming the deal a “back-door privatization.”89

Recommendation:
The Government should abandon discussions of privatization
or P3s, which are not viable solutions to the recession.

Short-Term Stimulus Spending
Currently, Government stimulus spending is needed to soak up the
jobs lost in the private sector. This requires new spending or, in other
words, spending above baseline; in order to have a stimulus effect,
that spending needs to be new monies that will create new jobs.
Government spending to create jobs also can be a key mechanism for
reducing out-migration of skilled workers who would otherwise leave
the Territory.
Below is a discussion of some areas in which increased spending
is needed. First, though, we need to consider how much the
Government can afford to increase spending.

88

CBC News, “Opposition, critics call on
Fentie to resign as Yukon premier”
(June 26, 2009) http://www.cbc.ca/
canada/north/story/2009/06/26/yukonpremier.html.

89

CBC News, “Yukon, ATCO discussed
co-owning Yukon Energy, document
shows” (June 25, 2009) http://www.cbc.
ca/canada/north/story/2009/06/25/yecatco-opco.html.

90

GNWT, “Fiscal and Economic Update”
(May 28, 2009) http://www.exec.gov.
nt.ca/currentnews/speechDetails.
asp?varStatement_ID=843.

The temporary nature of stimulus spending means that its impact on
the long-term financial position of the Government will be relatively
small. And as noted above, the Government should be planning
for occasional stimulus spending from its savings. Because the
government has not yet established an Economic Stabilization Fund,
its net financial resources may not be adequate to cover increased
spending needed in the current recession. Wisely, the Government
has indicated a willingness to borrow to fund short-term stimulus
spending:
“Borrowing an affordable amount to get us through this economic
slowdown is an appropriate response.”90
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What sorts of projects should be spent on?
In order to be effective, stimulus spending needs to take place during
the recession, not after it’s over; the Government needs to be creating
jobs when the private sector is not doing so.
This means spending on so-called “shovel-ready” projects. Of course,
with governments ready to hand out cheques, everyone’s favourite
project claims to be shovel-ready. The problem is that many larger
scale projects actually require a significant planning process and
then a number of reviews, approvals, permits, etc. Even projects that
have already completed those processes often face delays because of
financing, issuing RFPs, evaluating proposals, coordinating contractor
schedules and getting work crews on the ground. By the time a large
project goes through the planning, approval and contracting steps,
it is several months or perhaps more than a year later. Major new
infrastructure projects (e.g. new buildings and often new roads and
bridges) fall squarely within this description.

91

GNWT Bureau of Statistics, “NWT
Economic Multipliers - Overview and
Results, Table 1” (November 2007)
http://www.stats.gov.nt.ca/Statinfo/
Economic/Multiplier/Multiplier%20
Report-2007.pdf.

A second key consideration in allocating stimulus is ensuring the
best bang for the buck. Almost any Government spending will create
employment, but it turns out there are enormous differences in how
much employment is created, depending on where the spending
is directed. It turns out that spending on oil and gas extraction,
diamond mining and pipeline transportation creates very few personyears of employment. Spending on other areas yields several times
more (see Figure 2).

Figure 2 - NWT Person-Years Employment Created Per $million Invested

Source of data: GNWT91
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A third key consideration in allocating stimulus spending is the
future. Although stimulus spending will be carried out in the short
term, its impacts will be felt over the long term. In a sense, when
making decisions on priorities for short-term stimulus spending, the
Government will be setting the economic course for the long-term
future. Thus, stimulus spending options should be selected carefully
to prepare the NWT for the future and its challenges.
What sorts of challenges do we expect in the long term? There are
many political, social and economic variables to consider, so a lot of
future scenarios are little more than conjecture. This said, there is
one big challenge we know is coming: non-renewable fossil fuels will
be scarcer than they are now. Oil isn’t going to run out but, on the
other hand, it will no longer be a world of cheap oil.92 What that likely
means in the NWT is higher fuel costs and a higher cost of living
(particularly for those with lower incomes), among other things.93
Thus a wise stimulus choice — one that would be ready to implement
immediately, and that would prepare the NWT for the long-term
future of expensive energy — is to retrofit its buildings for higher
energy efficiency.
Energy efficiency building retrofits are an ideal form of green
stimulus:

92

93

See, for instance, Jeff Rubin, Why
Your World is About to Get a
Whole Lot Smaller: Oil and the End
of Globalization (Random House
Canada, 2009); Thomas Homer-Dixon,
The Upside of Down: Catastrophe:
Creativity and the Renewal of
Civilization (Alfred A. Knopf, 2006).
It likely also means reduced global
demand for diamonds, as well as
reduced automobile use - another
reason why road building and bridge
building are dubious investments as
we head toward the era of expensive
energy.

•

They are not major infrastructure projects and don’t require the
lengthy planning, approval, or contracting processes; they can be
commenced right away.

•

They would be distributed — and bring jobs — across the entire
NWT, instead of being isolated in one or a few locations.

•

In the North, energy efficiency is vital and will be increasingly so
as energy prices rise.

•

Energy efficiency saves people money, starting immediately and
continuing for years into the future.

•

The usefulness of energy efficiency improvements in the future
is not an issue; we know that they will never be regarded as a
boondoggle.

•

The work done is local repair, renovation and construction work;
thus the majority of stimulus occurs in the NWT instead of being
lost through spending on imports. Thus there are many jobs
created per dollar spent.

•

It can help retain local tradespersons in the NWT while the
private sector recovers, thus reducing outflow of skilled labour.
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The NWT Energy Efficiency Incentive Program currently provides
funds to match federal ecoENERGY Retrofit grants.94 Expanding
this program to cover a greater proportion of the cost of retrofits for
NWT residences would encourage higher program uptake, provide
immediate employment and economic stimulus, and prepare the
housing stock of the NWT for the future.
The Government should pay for the full cost of retrofits that would
deliver a high standard of efficiency in the case of all public housing as
well as other public buildings, and should offer to cover half the costs
for low and middle income95 NWT residents. As a rough estimate,
covering half the costs of upgrading 3,000 to 7,000 homes,96 at a cost
of roughly $5,000 to $10,000 per home97 would yield a total cost on
the order of $7.5 million to $35 million.98 Such an investment would
also create on the order of 83 to 385 person-years of employment. 99
94

See Arctic Energy Alliance, Energy
Efficiency Initiative >> Home Retrofits
http://www.aea.nt.ca/homeretrofits.
aspx.

95

Those in the top ranges of income
likely have the cash flow to cover the
up-front costs, or at least the capacity
to obtain ordinary financing to cover
those costs.

96

There are roughly 14,000 homes in
the NWT: GNWT Bureau of Statistics,
“Housing Results - 2006 Census”
available at http://www.stats.gov.nt.ca/
Statinfo/Housing/Housing.html.

97

The US Weatherization Assistance
Program incurs average costs of $4,000
per home. Costs would likely be higher
in the NWT. The range proposed here
implies a focus on the “low hanging
fruit,” i.e. most improvements per
dollar invested. Generally the lowhanging fruit would be in less efficient
buildings, and USWAP Technical
Assistance Center, “Weatherization
Assistance Program Economic Stimulus
Expansion Plan Discussion Paper” p.8
http://www.waptac.org/si.asp?id=1244.

98

Note that the figures used in this
calculation are, except where
indicated, merely estimates. An orderof-magnitude cost estimate is intended
to inform debate rather than provide a
precise forecast.

99

Based on 11 jobs per $1 million
invested in Repair and Maintenance
industry category: GNWT Bureau of
Statistics, “NWT Economic Multipliers
- Overview and Results, Table 1”
(November 2007) http://www.stats.
gov.nt.ca/Statinfo/Economic/Multiplier/
Multiplier%20Report-2007.pdf.

100 See videos at Arctic Energy Alliance
website http://www.aea.nt.ca/.
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Recommendation:
The GNWT should immediately expand the Energy Efficiency
Incentive Program to cover the costs of energy efficiency retrofits
to bring all public housing and all other public buildings up
to a high standard of efficiency. The Program should also
subsidize retrofits to other residences occupied by residents at
low and middle income levels.
In addition to physical capital, investing in human capital through
training and education can provide stimulus while preparing the
workforce needed for the future. For example, it is important to build
the workforce capacity to carry out upgrades, construct new buildings
to high (EGH-80) standards, install, operate and maintain renewable
energy systems, etc. The pre-trades programs at Aurora College
provide a good small-scale example, with students being trained
on the job to carry out basic weatherization.100 Given the higher
cost of energy in the future and the current and future demand for
energy efficiency and renewable energy, the Government would be
wise to develop this skills base. Investing in training and education
can also ensure that other investments in stimulus and economic
transformation provide maximum returns, as new systems often
require new skills to build and operate them.

Recommendation:
The Government should fund immediate expansion of
education, training and trades programs that the NWT’s
workforce will need in order to meet current and future
demand for energy efficiency, renewable energy and other job
market shifts.
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Long-term spending
In respect of long-term spending, the Government has room to
increase baseline spending levels.
As noted earlier, the Government could raise additional revenues
using an integrated package of tax system changes. These changes
could raise on the order of $19 million in revenues in the first year
of such changes, increasing to $54 million by the fourth year. If $10
million of this were set aside for the Economic Stabilization Fund (in
growth years) this would still provide an additional $9 million to $44
million per year in operational spending capacity.
Given that the GNWT’s spending has been falling relative to overall
economic activity (see Figure 3), the economy has the capacity to
support additional public revenues and spending in the long term.

Figure 3 - GNWT Spending as percent of GDP

Source of data: Statistics Canada 101

101 Source: Statistics Canada. Table
384-0002 - Gross domestic product
(GDP), expenditure-based, provincial
economic accounts, annual (dollars),
CANSIM (database), Using E-STAT
(distributor).

Recommendation:
The Government should begin to allow for an additional $9
million to $44 million in operational spending above baseline
levels.
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These increased revenues should not be absorbed into the
Government’s capital investment program. In recent years, the
Government has financed that program from surpluses — both
budgeted surpluses and the “surprise” surpluses, as noted earlier.102
Thus the Government has avoided increasing its debt-load to pay for
capital investments.
Yet, if the capital “investments” that the Government has been
selecting are actually true investments (i.e. they yield positive financial
returns)103 then employing debt to pay for them is an acceptable form
of financing. Of course using debt financing to cover operational
spending indefinitely is unwise for individuals, businesses or
governments, and eventually will lead to insolvency. However, using
debt to cover needed investments can be wise.104

Roger Gibbins, President and CEO of the Canada West
Foundation, noted that it is often wise for governments to
incur public debt, likening it to personal debt:
102 Note that a surprise surplus is
completely different from creating
a savings goal for years of economic
growth, as recommended above.
Governments are not in the business
of turning a profit. They exist to
provide programs and services to the
public.
103 Normally, the term “investment”
means payment for an item that
returns revenues, and the revenues
of a real investment should be high
enough to cover the initial cost plus
a competitive rate of return. Such
investments are said to have a positive
and competitive “net present value.”
In reality, if a budget item doesn’t
have that kind of payback, then it’s
not an investment; it’s spending.
104 See discussion in Alternatives North,
“Government of the Northwest
Territories 2008-2009 Budget Cuts:
A Review” (June 2008) pp.7-9 http://
www.alternativesnorth.ca/pdf/
105 Comments in Calgary Herald, February
10, 2002, as cited in Alberta Financial
Management Commission, “Moving
from Good to Great” (July 2002) at pp.
60-61 http://www.finance.gov.ab.ca/
publications/other/2002_0708_fmc_
final_report.pdf (accessed July 27,
2009).
106 Note that this is not a suggestion
that the Government maximize
its long-term debt; rather that the
Government obtain adequate room to
borrow temporarily when needed and
warranted.
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“[There is] little that is reprehensible about debt held
as mortgages. ... If we had to save the full purchase price
before buying a house, most of us would be renters
for life. Some kinds of debt, therefore, are not only
acceptable but desirable in that they enable us to achieve
goals that otherwise would be next to impossible.”105

Thus the Government should be prepared to finance at least some
capital acquisitions by borrowing. There is no financial reason that the
Government should have to pay for capital acquisitions strictly using
current operational surpluses.
The Federal government has placed a $500 million borrowing cap on
the GNWT, of which the majority is now available. Thus significant
borrowing is possible immediately. And given the size of the NWT
economy and the GNWT capital budget, there is a case to be made
that the cap should be raised.106

Recommendations:
The Government should be prepared to fund some of its longterm capital acquisitions by ordinary borrowing.
The Government should formally request that the Federal
Government boost the borrowing cap.
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What program spending should the Government increase?
In terms of social sustainability, the Territorial government will have to
make up for the shortfall (discussed earlier) of Canada’s Employment
Insurance program as an automatic stabilizer. Poverty, often hidden,107
is nonetheless very real in the NWT. While the cost of living is high,
more than 15 per cent of households have incomes below $30,000 per
year.108 This suggests that the GNWT should expand the automatic
stabilizers inherent in income taxes and payroll taxes, and income
support systems.
107 B. Saunders, “’Poverty: A Whispered
Word in the NWT” (Alternatives
North, Sept 2006) http://www.
alternativesnorth.ca/pdf/PovertyPaper.
pdf.
108 GNWT, “Income Security - Breaking
Down the Barriers of Poverty
Promoting Self Reliance” July 2007)
at p.5 http://www.ece.gov.nt.ca/
NEW_Items/Income%20Security%20
-%20Breaking%20Down%20the%20
Barriers%20of%20Poverty%20
Promoting%20Self% 20Reliance.pdf.
109 For additional benefits see GNWT
Departments of Education, Culture
and Employment and health and Social
Services, “Framework for Action: Early
Childhood Development” (May 2001)
http://www.ece.gov.nt.ca/Publications/
PDF%20Publications%20Files/Early%20
Childhood/Framework%20for%20
Action.pdf.
110 GNWT Department of Education,
Culture and Employment, “Building
on Our Success: Strategic Plan 20052015” p. 28 http://www.ece.gov.nt.ca/
PDF_File/Buildingonoursuccesses.pdf.
111 See “Federal Infrastructure Spending
Must Include Child Care and Early
Learning Services to Stimulate
Economy and Keep Canada Working”
(Canadian Child Care Federation,
January 28, 2009) http://www.cccffcsge.ca/pressroom/releases/2009-0128-stimulus.
112 Gordon Cleveland, Barry Forer, Douglas
Hyatt, Christa Japel and Michael
Krashinsky, “New Evidence about
Child Care in Canada: Use Patterns,
Affordability and Quality” IRPP Choices
Vo. 14, No.12 (October 2008) http://
www.irpp.org/fasttrak/index.htm.
113 Martha Friendly, Gillian Doherty and
Jane Beach, “Quality by design: What
do we know about quality in early
learning and child care, and what do
we think? A literature review.” (Child
Care Resource and Research Unit, 2006)
pp.12-13 http://www.childcarequality.
ca/wdocs/QbD_LiteratureReview.pdf.

Recommendation:
The GNWT should adopt and fund a comprehensive povertyreduction strategy.

Another program that would help to increase the social sustainability
of the NWT, as well as the quality of its future workforce, is expanding
access to early childhood education programs (also termed child- or
daycare). Early education programs enhance childhood development
by boosting socialization skills and providing nutritious meals, and
by giving children vital learning preparation for school and later
life.109 They also allow primary caregivers — usually mothers — an
opportunity to enter or re-enter the workforce, either part-time
or full-time, or even just run errands or have some mental health
breaks. There likely will be an increasing demand for early childhood
education programs in the NWT and for child care.110 Also, as
infrastructure and stimulus spending create jobs, they will create need
for child care.111
The best quality early childhood education can be achieved by
providing direct funding to the provider; direct funding (as
opposed to vouchers, tax credits or subsidies to parents) enables the
government to enforce high quality standards, while moderating
costs.112 For-profit early learning centres “consistently obtain lower
quality ratings than do non-profit centres” due to hiring untrained
staff, having worse child/teacher ratios, and higher staff turnover
levels. This worse performance is regardless of location, population
served, or financial resources or the higher staff education of not-for
profit centres.113
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If the goal is to maximize the ability to ensure high quality, as it
should be, then an extension of the public education system from
kindergarten down to early childhood education levels would be
optimal. Such an extension also would enable economies of scale
in administration and use of shared facilities. The cost would be
affordable within the added revenues discussed earlier, at, very
roughly, $18 million per year.114

Recommendation:
The GNWT should establish fully funded, optional but
universally available public early childhood educatio, as an
extension of the existing public school system.

Social sustainability also depends on culture. Around the world, many
aboriginal languages are on the verge of extinction, along with much
of their culture. The NWT also faces this threat. The Government
can explore options for expanding support for traditional cultural
practices, arts and crafts. It can also explore options for helping to
preserve languages through school curriculum, provision of more
services in aboriginal languages and by working with communities to
ensure youth have opportunities to learn from elders.

114 Assumes $13,000 per child, multiplied
by the current enrollment of 1,400
children. Note that this order-ofmagnitude estimate does not include
cost reductions from economies of
scale, or from less-than-full-time
attendance in early childhood
education, or from the over-counting
of current enrollment due to inclusion
of after-school care in the 1,400
children figure. Nor does it include
any increases in enrollment that
might occur due to the program being
improved. $13,000 per K-12 student
average cost in NWT: NWT Education,
Culture and Employment, “Towards
Excellence: A Report on Education
in the NWT” (Nov 2005) p.40 http://
www.ece.gov.nt.ca/NEW_Items/
ECE_Towards%20Exc%20Web.pdf.
1,400 enrollment in infant care,
preschool and after school care: GNWT
Department of Education, Culture
and Employment, “Building on Our
Success: Strategic Plan 2005-2015” p.
28 http://www.ece.gov.nt.ca/PDF_File/
Buildingonoursuccesses.pdf.
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Recommendation:
The Government should assess current cultural and language
programs in order to determine whether boosting their budgets
could aid in preserving culture and languages.

The environmental sustainability of the NWT could be bolstered
by improving transit options. Fuel taxes, carbon taxes and other
incentives to reduce automobile use need to be complemented by
transportation alternatives. In-city transit, increased buses between
communities and transit to and from the Yellowknife airport are
possible examples of transit improvements to help reduce automobile
dependency and emissions, and to provide improved mobility to
elderly people, the young and those with lower incomes.

Recommendation:
The GNWT should expand funding for existing transit
operations and assess the options for developing new routes
(within and between communities and other key destinations).
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Summary of Recommendations
The Government has a unique opportunity in its forthcoming 20102011 Budget. It can protect NWT residents from the worst of the
recession and the additional job losses that could follow it. It can
address social, economic and environmental challenges of today and it
can begin to set a course toward addressing the future’s more serious
challenges.
This report provides a number of recommendations on revenues,
savings and spending for this budget and future budgets. The
Government’s statements have been positive in many of these areas;
now it remains to be seen if the numbers will follow the rhetoric.

Recommendations:
The Government should adopt a social and environmental screen
for reviewing the impacts of budgets, legislation and other major
initiatives. Documentation of the decision-making process should
be made public, and initiatives with a significant negative social or
environmental impact should be rejected.
The Government should implement the full, integrated package
of tax reforms as described in the Fair Price report.
The GNWT should establish an Economic Stabilization Fund
within the public accounts. It should add to it during growth
periods and spend from it during recessions. The rate of savings
should be determined by the need for stimulus spending during
recessions and the frequency of recessions; it should be capable
of financing spending at a level of two per cent of GDP during
recessions.
The Economic Stabilization Fund should be filled immediately,
using borrowing and the net financial resources accumulated
during the most recent boom (an arrears payment into the
account). It should be used immediately, during the current
recession, to stimulate job creation.
The GNWT should establish an arms-length Territorial Trust
Fund to capture rents from non-renewable resource extraction,
beginning with a new Resource Income Tax. The Fund should be
inflation-proofed and its capital should be legislatively protected
from premature withdrawal. The savings target should be
calculated from the funding needs to finance public programs
and services in the future when revenues associated with resource
extraction have significantly declined.
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The Government should immediately rescind all spending cuts
and reverse all layoffs announced in the last two years.
The Government should abandon discussions of privatization or
P3s, which are not viable solutions to the recession.
The GNWT should immediately expand the Energy Efficiency
Incentive Program to cover the costs of energy efficiency retrofits
to bring all public housing and all other public buildings up to
a high standard of efficiency. The Program should also subsidize
retrofits to other residences occupied by residents at low and
middle income levels.
The Government should fund immediate expansion of education,
training and trades programs that the NWT’s workforce will need
in order to meet current and future demand for energy efficiency,
renewable energy and other job market shifts.
The Government should begin to allow for an additional $9
million to $44 million in operational spending above baseline
levels.
The Government should be prepared to fund some of its longterm capital acquisitions by ordinary borrowing.
The Government should formally request that the Federal
Government boost the borrowing cap.
The GNWT should adopt and fund a comprehensive povertyreduction strategy.
The GNWT should establish fully funded, optional but universally
available, public early childhood education as an extension of the
existing public school system.
The Government should assess current cultural and language
programs in order to determine whether boosting their budgets
could aid in preserving culture and languages.
The GNWT should expand funding for existing transit operations
and assess the options for developing new routes (within and
between communities and other key destinations).
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