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Glossary

BFC — Baffin Fisheries Codlition Inc.: A group of HTOs, private Inuit companies, and Pangnirtung Fsheries
Inc. that has been dlocated the entire Canadian share of OA turbot quota They aso hold some shrimp
quota

DFO — Fsheries and Oceans Canada. The federa department respongble for fisheries management.

HTOs— Hunter and Trapper Organisations. These are organisations that have management respongbilities
desgnated under the Nunawut Land Claims Agreement. They dlocate commercia char quota and may
regulate the harvegting practices of their members.

NDC — Nunavut Development Corporation. A Crown corporation of the Government of N unavut
mandated to support subsdiary busnessesin order to create jobsin targeted sectors.

NPWG — Nunavut Fisheries Working Group. An informa working group made up of employees of the
Government of Nunavut, Nunavut Tunngavik Inc., and the N unavut Wildlife Management Board.

NLCA — The Nunavut Land Claims Agreement of 1993.

NTI — Nunavut Tunngavik Incorporated. The Inuit organisation representing the interests of Inuit
beneficiaries under the Nunavut Land Claims Agreement. N Tl is responsble to implement the Inuit
obligations of the Agreement and ensures that other parties meet their obligations.

NWMB — Nunawut Wildlife Management Board. An Ingtitution of Public Governance established under the
NLCA to be the main ingrument of fish and wildlife management in the Nunavut Settlement Area (N SA).
The Board also has advisory authority in the marine areas adjacent to the NSA, referred to as Zones|

and Il. The NWMB alocates quotato Nunavut interests according to criteria set by the Board.

N SA — The Nunavut Settlement Area of the NLCA.

Zone | and Zone Il — Areas ecified in the NLCA that are outsde the N SA but in which Nunavut maintains
certain interests and roles.
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Nunavut Fisheries — Strategic Framework For Consultation

INTRODUCTION: A STRATEGIC FRAMEWORK FOR
NUNAVUT FISHERIES

Nunawvut fisheries development is generating congderable interest and expectations within the
territory. Thisis not surprisng, given the maritime nature of the territory and the close
relationship of N unavummiut with the sea. Recent allocations in the turbot fishery have
galvanized the sense of opportunity and urgency in the sector.

In the 2003 N unavut Economic Development Srategy, the potentid for the fishery sectors of
Nunavut’'s economy to provide sgnificant benefits to the people and communities of this
territory was clearly recognized. Currently, much of the wedth generated by N unavut
fisheries never enters Nunavut’'s economy. Asaresult, mgor opportunities to add value to the
territory based on fisheries development are available. These gains will be dependent on the
ability of Nunavut’s political decison-makers, land claims organisations, and entrepreneursto
make solid Srategic choices.

The Government of Nunavut recognises the importance of developing aclear Srategy that
builds on broad consensus on how fisheries development can proceed in an effective and
coordinated manner. The department recognizesthat such a srategy must focus on creating
economic benefits that will flow to individuals, communities and busnesses within Nunavut. A
process of consultation will be required in order to generate open and informed discussion of
the drategic issues facing fisheries development in the territory.

To provide background support for such a consultation process, the FHsheries Directorate
engaged Brubacher Development Srategies Inc. to prepare a drategy framework document
highlighting the key issues that need to be addressed, and recommending spproachesto
resolve these development issues.
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1.0 VISION — DESIRED INDUSTRY STRUCTURE

1.1 ESTABLISHING A VISION

Undergtanding how Nunavummiut want their fisheriesto look mugt be the first step in any
fisheries drategy. Severda questions can help to guide the ‘visoning process

What should Nunavut's fisheries look like in terms of inshore harvesting, onshore
processing, offshore harvegting, offshore processng, domestic markets within the
territory and export markets beyond the territory, contribution to the labour market,
and s0 on?

Once dl stakeholders negotiate where we agree to head, we need to make decisons
that support movement in these directions and avoid decisions that may foreclose
desred futures.

In all these decisons, we need to weigh present, tangible opportunities againg future,
uncertain potential opportunities.

While this visoning process needs to be carried out during the strategy consultation process,
enough is known from discussion with individuals, Inuit organisations and othersto begn to
identify key parts of a N unavut fisheries vison.

Hements of a Nunawt Fisheries Msion
Protected marine and aguatic ecosystems and fish gocks

Jbbs created insde communities
Opportunities for both men and women
Locally-owned, community-based businesses
Community infrastructure and processng facilities

SHes of fisheries products both within Nunavut and to high-value markets outsde
the territory.

Brubacher Development Strategies Inc. -2-
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1.2 PRINCIPLES TO GUIDE FISHERIES DEVELOPMENT

The Nunavut Economic Development Srategy presents a set of five principles for economic development that are accepted by
broad group of organisationsin the territory:
Cultura Integrity — preserving the primary relationships and vaues that come from Inuit Qaujimaatugangt;
Determination and realism — recognizing our limits and building on strengths;
Community control — placing control of economic development in the hands of community members,

Co-operation and co-ordination — integrating economic development activities with community effortsin the areas of
community wellness, community learning and community governance; and,

SQustainability — building sustainable economies to benefit future generations.

These principles can help to guide the process of developing a fisheries Srategy for the
territory:

Culturd integrity
Highlights the importance of the domegtic economy char fishery as areflection of Inuit

primary relationships with the land. Supports a view that fisheries opportunities fit
within the diverse annud round of activities that make up sustainable and reslient Inuit
livelihoods.

Determination and realism
Use redligtic assesaments as a bagis for planning, and then build a strategy on the
srengths of the territory.

Community control
Reminds decison-makers that economic development decisons need to arise out of
community processes and reflect community priorities. Success of development
initiatives depends on this, as communities ultimately hold the levers that will make or
break these initiatives.

Co-operation and co-ordination
Links the economic benefits of fisheries development with the socid benefits that arise
from job creation, improvement of community infrastructure, increased skills gained
through training, and so on.

Qugtainability
Emphasisesthe need to enaure that fisheries activities build on robust conservetion
practices as well as building economic incentives that don’t build on short-term
opportunities a a cost of longer-term development.

Brubacher Development Strategies Inc. -3-
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1.3 GOALS FOR FISHERIES DEVELOPMENT

Severd broad goals can be set out to guide fisheries strategy development:

Improve knowledge of fish stocks and fisheries ecosystems
Gain afair share of Nunavut's adjacent fisheries quota

Hsh offshore quota

Process offshore fish in Nunavut

Bxpand inshore harvesting

Develop emerging fisheries

Increase value of char fishery

Improve the infrastructure, organisationa capacity, human s«ills required to support these goas

Increase retall sdes of Nunawut fisheries productsin N unavut

In order to make progressin N unavut’s fisheries development, clear and specific goals,
supported by practicd srateges, developed and agreed to in the face of careful consideration
of the drategc dternatives, are now needed. The above lig provides a point from which to

begn.

Over the pad few years sgnificant progress has been made in many of these god areas.
However mgor opportunities for further progress remain to be realised. A srategy will be
cdled on to prioritise these opportunities, providing direction in terms of timing of various
projects, the relative level of scarce resource to apply to competing priorities, and the sysems
that will determine how benefits are gained and digtributed within the territory.

In order to gain some perspective on the relative benefits that achieving these goals could
have on Nunavut's economy, clear business models and net benefit assessments are required.
Analysis has yet to be carried out to determine the net economic benefit to the Nunavut
economy of these activities. Busness plans o need to be developed for some sectorsto
identify their viability as sand-done enterprises, or their requirement for on-going subsdy and
the expected ‘return on tax-payer invesment’ of such subsdies

The Nunavut Economic Development Srategy recognises that to improve the contribution of
fish resourcesto the territory's socid and economic development will require investment in
infrastructure, training, knowledge, and organisationd development. The fuel to drive the
implementation of any strategy will be financid resources and crystd dear organisationa focus
and commitment.
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2.0 CRITICAL CHALLENGE

Inshore — Offshore Development Which Comes Frst?

Characterigtics of Inshore and Offshore Fisheries Development Srateges

Onshore Processing
high return to the N unavut economy, distributed widely within specific communities.
high costs of production—plants have not been profitable as sand-alone enterprises.
adrategy focused solely on increased processing capacity may be unable to generate the revenue pools needed to
support further fisheries development activities—science, infrastructure, harvest capacity, training. However, there
has been little effort to dete to assess this development srategy.

Inshore Harvesting:

current inshore harves activities include arctic char for domestic and commercia use, and turbot fished through the
ice in Cumberland Sound.

commercia inshore harvest expansion depends on infrastructure development—processing plants and/or cold
storage fadilities, vessels and harbours.

need science to determine the viability of inshore stocks for commercia use.

Offshore Hanesting
currently Nunavut’s only involvement in offshore is through sde of quota and as vessel crew
gaining harvest capacity could help Nunavut gain some control in fisheries development.

lower return to the Nunavut economy than inshore processng/harvesting snce much of the landed value of sdes
goesto purchase goods and services the N unavut economy cannot supply.

crew opportunities may be available to individuas from many communities.

if profits are generated this srategy might support development of inshore fisheries by generating a pool of funds—
provided that these funds are not al paid out as shareholder dividends.

A key decison that needsto be made will be where to focus the limited organisational
capacity, political focus, and funding agency support—inshore development of processng and
harvesting capacity, offshore harvesting capacity acquistion, or both?

Offshore Harvest Capacity

The offshore option may be less complicated politically and organisationally, since the offshore
model has dready been well-demongrated by southern enterprises. It is reasonable to expect
tha aviable business plan for Nunawut intereststo gain ownership of, or equity in, offshore
harvesting capacity can be designed.

It is also reasonable to expedt, though, that the net gain of benefit to Nunavut’'s economy from
smple trander of ownership from outsde the territory to ingde the territory may be minor
compared to the benefit that could be achieved from inshore processing development. Thisis
due to the fact that N unavut's economy has little capacity to provide many of the goods and
services required by the offshore sector. If this capacity did exist, these goods and services
could be provided now to the existing southern-owned offshore fieet. Benefits from crew
income and quota payments are dready available based on the Satus quo stuation.

Brubacher Development Strategies Inc. -5-
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The net benefit from vessel ownership geared toward offshore harvegting will thus arise from
the enterprise profit, dong with any potentia indirect effects ‘ownership’ may have on future
guota dlocation decisions or on the level of interest and commitment generated amongst Inuit
to work as crew on an Inuit-owned vessl.

Ves2l ownership may aso provide benefits by avoiding the current stuation where southern
vessel owners are gaining strong royalty negotiation postions based on their knowledge of the
arctic socks and on DFO’s position that only Canadian vessels be alowed to fish in these
areas. Owning vessels and actively fishing Nunavut’s quota will ensure that Nunavut interests
are not left ‘at the mercy’ of outsde interests.

To the extent that profits are generated, these can be easly divided amongs the different
shareholders. If these are community organisations or perhaps a codlition such as the exigting
Beaffin Fsheries Codition (BFC), then these revenues can join quota revenuesto be harnessed
in support of other fisheries development priorities.

Inshore Processng Capacity

Developing inshore processing capacity contrasts greatly with offshore harvest capacity
acquistion. This gpproach would create new economic activity within N unavut—new
processng jobs, new opportunities to supply goods and services to new plants (and to
participate in the initial congtruction of such plants). The availability of processing facilities in
communities that do not currently have such capacity will open up the possbility for synerges
to arise from local commerdcid char fishing, from emerging fisheries, and/or from fishing of
turbot from inshore if this provesto be viable.

The net economic benefits created through these activities can be reasonably expected to
significantly exceed those presented by acquiring offshore harvest capacity in both the short
and longer terms.

However, inshore development of processing capacity presents a least two mgor chalenges.
Frg isa‘political’ challenge. With offshore vessels the benefits accruing to Nunavut are easly
divisble—share ownership determines how profits are divided, and crew postions can be
assigned on the basis of readily designed policy, perhaps developed by the vessal-owning
entity. Processing plants, on the other hand, will need to go to one or more particular
communities. Al labour at these plants can be expected to be supplied from the ‘winning
communities. All synerggtic benefitswill dso go to these same communities. Who makesthe
decison about what community gets anew plant?

A second challenge is an economic one. While processing plants may provide anet benefit to
the Nunavut economy, they may aso require on-going subsidies. Where will these subsidy
dollars come from?0One option might be to divert royalties from sde of offshore quota
toward on-shore plants. The consequence of this may be, though, that there will be little
revenue available to undertake further development...say of offshore or inshore harvesting
capacity. A further challenge may aso arise related to infragtructure logigtics. To operate a
processing facility requires the ability to offload fish from large vesselsin atimely, cog-effective,
and safe manner. The Pangnirtung plant manages this with difficulty. Other communities may
be faced with amilar or different conditions.
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Comparison Of Inshore And Offshore Development

Sector Economic Benefit To Nunavut Comments
- Fishers income from sdle of fish to plants. Digtributed to many individuals in wages and fishers
- Loca goods and services purchased by fishermen and | 'NOMe
Inshore by processing plants L »
: Both men and women get jobs in communities
- Flant wages and sdaries.
- Retall margin on dl product sold within the territory— | No profit: may lose flexibility to finance other
esentialy import subgtitution as these purchases development activities
replace expensive food imports.
(Note that most of the value of sles of processed fish | M&y provide management capacity for synergistic
enters Nunawt's economy, The major leakage will be | inshore development
purchase of fish from vessels not owned by N unavut ; . ;
interests) Difficult political choice: where do the plants go?
(Note thet to date, plants have not generated profits,
rather they have required subsdy. Overal, inshore
development yields amagor net postive economic
benefit to Nunavut.)
- Crew wages (N ote that crew wages are currently Nunavut economy can supply some Inuit crew and
being gained by Inuit working on the vessels fishing can provide vessel ownership based on available
Offshore Nunavut quota through quota purchase guotaand existing shrimp licenses held by
arrangements—the only added benefit from purchasng | Qikigtauq Corporétion.
offshore vessels will be crew incomes which can only
be generated if Inuit own avessel. ltsnot entirely dear | Profits might be used for development or diverted
what increment this may represent). for other purposes.
- Enterprise profits. These may be small initialy, as Benefits from the offshore model are eadly divisble
financing and management costs may be initidly high. presenting few politically charged decisons.
These codts can be expected to flow out of Nunavut's
economy. Over the longer term, offshore profits Risk that development agenda could be side-
should increase. (Note that much or even most of the | tracked by either success (groups receiving profits
value of fish caught by offshore vesselswill never enter | become satisfied with what they earn), or fallure
the Nunavut economy—even with long term (preoccupetion to keep vessl liquid and afloat, no
development) profits or quotarevenue to channel back into
development).
- Protect quota value and gain knowledge of the stocks.
“Controlling our destiny” argument.
Both Inshore If both inshore and offshore development takes place, The critical issue iswhich should be developed
and Offshore additiona benefits will be gained: firs— inshore plants or offshore harvesting

- purchase of fish from Nunawut offshore harvesters
- services could be provided to offshore vessels from
loca harbours: cold storage fadilities and marine
services, crew rotation nodes etc.

capacity?

There are good argumentsto be made for both
dternatives if both cannot be pursued at the same
time.

Brubacher Development Strategies Inc.
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Achieving both offshore harvedting and inshore processing and harvesting

Nunavut needsto achieve both offshore and inshore harvesting and onshore processng
capabilities. Thiswill create postive synergies between these sectors. Fsh for the plants could
then be purchased entirely within the N unavut economy—stopping a mgor loss of economic
value from the plants.

Inshore infrastructure developed in support of locd plants could also be used to fadilitate the
sde of some goods and services to offshore vessels (both N unavut-owned and others).
Vessels might save steaming days by doing some crew rotations from a Nunavut node. This
might also have positive Inuit labour market effects, with Inuit able to access a fishing rotation
from aNunavut point-of-departure rather than from a southern city. The above table
summarizes this discusson.

Brubacher Development Strategies Inc. -8-
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3.0 STRATEGIC AREAS AND RECOMMENDATIONS

Seven drategic areas need to be consdered in Nunavut's fisheries srategy. These are shown
in the figure below and include:

Science and Conservetion

Organisationd Capacity

Funding and Revenue Generation

Licenses and Quota

Labour Market

Infrastructure

Business Capacity and Support

These areasfit dosely together and must be addressed in a coordinated way in order to build
a solid fisheries sector that generates the maximum benefit possible to N unavummiut.

Each of these areas requires policy development and program activities to achieve desred
outcomes. The following section provides a brief outline of each srategic area—background
to the issues, current progress, chalenges, and srategic issues. Thisis followed by
recommendations for congderation and reflection.

The model below, shows how these areasfit together to form a cohesive srategic
framework:

Sience and Conservation is a the foundation of the srategy. Without a healthy
resource there is no fishery. Without the assurance that commercid harvesting will
not harm species or ecosystems of sgnificance to Inuit, there will be no support for
the fishery.

Organisational Capacity and Governance issues need to be addressed to ensure
someone is available to champion development activities and that these activities are
accountable to the public.

Funding and Revenue Generation is the engine that drives development.
Licenses and Quata provide the right to harvest the resource.

The Ability to Benefit from this right depends on an adequately developed Labour
Market, Busness Sctor, and Infrastructure.

Brubacher Development Strategies Inc. -9-
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Fgure 1. Components of a Nunavut Fsheries Srategy

- Business Infrastructure

Generate Benefits from the Resource

Funding and Revenue Generation

Organisational Capacity and Governance

Science and Conservation
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3.1 SCIENCE AND CONSERVATION

Srategy Area: Building Conservation Into The Sector—Getting The Incentives Right

Recommendations
1. Busness planning for fishing in Nunavut’s adjacent waters, as well as for inshore harvesting, need to include
an as=ssment of the potentia pressures that proposed developments will place on the resource. This
andysis should indude an assessment of risk that failure in one area of the plan (say, declining market prices
or increasing interest rates) may have on demand on the resource. Once mgjor funding commitments have
been made and livelihoods developed, political pressure has been known to ‘trump’ conservation concerns.

2. The current control of the OA fishery by Nunavut interests should be guaranteed, even if choices are made
to fish using conservetion methodsthat harvest below the Total Allowable Catch (TAC). Avoid a ‘fish-it or
lose-it’ policy.

Srategy Area: A Nunawut Fisheries Sience Agenda—Need For Federal Support

Recommendations
3. The Nunavut Fsheries Working Group (NFWG) and DFO should develop a Nunavut Fisheries Science
Agendato address strategically important research areas, induding fundamenta marine ecosysem and
hydrographica research, research needed to assess and model dimate change impacts, research in support
of inshore and offshore industry development, and research related to the conservation and domestic and
commerdid use of arctic char.

4. The NFWG and DFO should design a multi-year funding srategy to implement the Nunavut Fisheries
Stience Agenda This strategy should incorporate both federa as well as industry funding commitments, and
should address issues related to both the char as well as marine fisheries.

Background to the issues

Mgor efforts are required to develop the knowledge base on which to build N unavut’s fishing
sector. Sector development must respect Inuit values associated with management and use of
the land, seaand itsresources. Development aso needsto respond to the critical need to
create socio-economic opportunities for the communities of N unavut. Only with high-quality,
ecosysem-based knowledge that integrates both scientific and Inuit values and insights can the
tenson between conservation and urgent development need have ahope of being
successully mediated.

Asessment of char gocksto determine the gppropriateness of exiging commercid quota and
to develop experimenta quotasis needed. Development and testing of new char harvesting
techniques such as fish wheels may hold potential. Identifying turbot populations in Baffin's
flords and gathering the science needed to determine the nature of Cumberland Sound stocks
are further areas of priority need.

The collapse of the Atlantic cod fishery and the subsequent socio-economic upheava anongst
families and entire communities that were dependent on that fishery galvanized the attention
of managers, politicians and other stakeholders on the need to elevate conservation of socks
to the top priority in fisheries development consderations. Yet little is known of the ecology of
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turbot socks—adequate tagging sudies to determine the relation between these socks have
not been done.

A multi-species, ecosysem gpproach is needed to develop abase of fundamenta knowledge
of Nunavut’'s marine resources. This research needsto build on both scientific and Inuit
Qaujimaatugangt approachesto environmenta knowledge-generation and resource
management. It will aso require a balance of publicly-driven and industry-driven research.

Current progress

Early exploratory fishing efforts by Nunawvut in OA led to sgnificant quota dlocated to Nunavut
from that area. Science in this area has used a blend of funding derived from industry and
government sources. Using royalty revenues from OA quota, new exploration has been
supported in Cumberland Sound, Clyde River, Qikigtarjuag and elsewhere.

Chalenges
Major stience gaps exist. Char quotas require update, experimentd char quotas need to be

developed, P. montagui and P. borealis digtributions are poorly known. Solid science is needed
to determine if Cumberland Sound turbot stocks are separate from those of NAFO
management area 0B. A fundamentda understanding of the ecology of arctic aguatic sysemsis
needed in order to make management decisons that promote sustainable use of resources
The relation between turbot populations in OA and narwha habitat and population satus
needsto be better undergood. Climate change is expected to lead to dramatic changesin
arctic water flows, leading to mgjor management chalenges—particularly if fundamental
ecologica research has not been undertaken. This involves species interactions, habitat
characteridics, and interactions between fishing practices and habitat/species balance.

Two chdlenges relate to funding of the needed science. The firdt isa shift in DFO policy away
from funding marine science. The current gpproach isthat those who benefit from scientific
research should pay for it. Thus, industry becomes responsible for stock assessment research.
The problem here isthat Nunavut’sindudry is at an incipient stage of development and has
few resources avallable to inves in science. While the Baffin Fisheries Coadlition has dready re-
invested revenues into science, these same limited revenues are equaly needed in other areas
of fisheries development—infrastructure, acquiring harves capacity, training, and organisational

capacity-building.

Secondly, much of the science that needs to be done in the arctic is not of anarrow industry-
focused nature. Research geared to undergtianding fundamenta multi-gpecies ecology and the
relations between species hedth and marine environmental conditions has a dear ‘public
value.

Srategic issues
How should science be funded in the arctic?

In the developed fisheries of the Atlantic, the trend istoward ‘user-pay’ models,
where the indugtry that benefits from stock assessment data is asked to pay for
it. However, during the development of the Atlantic fishery, science was pad
for by government.

In Nunavut, where the domestic indudtry is emerging, the user pay model will
be lessworkable. If quota revenues are seen as an Inuit benefit, why would
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Inuit support dlocating these revenuesto basic stience and fisheries
development—both of which have aways been seen as public responsibilities?

Allocating royalty revenuesto science and exploration requires either that the
guota be retained in a block—such asis currently the stuation in OA, or that a
portion of the revenue be taken off the top—essentially a ‘science tax’

How can a conservation ethic be incorporated into Nunavut's emerging industry?
Already, requeds are being made to increase quotain OA.

The Nunavut Wildlife Management Board (NWMB) is beginning to look at its
role in fisheries management in terms of its management responsbility—
recognising that it must avoid conflict of interest in the sense of becoming too
deeply involved in the economic development aspects of the Nunavut fishery.

There are Inuit pergpectives in resource use that need to be incorporated.
Avoidance of risk to species such as narwhal and its habitat is one such
perspective.

Strategy Areas Related To Science and Conservation

Srategy Area: Building Conservation Into The Sector—Getting The Incentives Right
Atrend in fisheries management isto engage the fishing industry, dong with members of the
public, in the conservation of fish gocks and their habitats. This can be done by bringing
indugtry into the management decison-making process—helping to make decisons on gear
regtrictions and building in accountability to each other for fishing practices. Another approach
isto provide along-term interest in the hedth of fish ocks by redricting a fishery to afixed
group of fishing interests over along period of time. This group will then share amutual
interegt in the long-term headlth of the fishery.

The stuation in Nunawut is currently mixed in relation to postive conservation incentives. An
gpparent expectation that Nunavut's industry will develop entirely from the proceeds of its
emergng fisheries capacity will create pressure to exploit Socks at arate adequate to support
high capital costs. Industry will be placed in a stuation where it must aggressvely seek higher
returnsin the short term smply to meet its cods. At the same time, in the OA fishery a leagt,
Nunavut intereds dearly have along-term interest in the socks and currently control the way
these stocks are fished. Additionaly, HTOs, which control the OA fishing industry, have
expressed srong preference for what they perceive as high conservetion sandards—Ilongines
over mobile gear, for example.

Recommendations.

1. Busness planning for fishingin N unavut's adjacent waters, as well asfor
inshore harvesting, need to include an assesament of the potentid pressures
that proposed developments will place on the resource. This analyss should
include an assessment of risk that failure in one area of the plan (say, declining
market prices or increasing interest rates) may have on demand on the
resource. Once mgor funding commitments have been made and
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livelihoods developed, political pressure has been known to ‘trump’
conservation concerns.

2. The current control of the OA fishery by Nunawvut interests should be
guaranteed, even if choices are made to fish using conservation methods that
harves below the Tota Allowable Catch (TAC). Avoid a ‘fish-it or lose-it’

policy.

Srategy Area: ANunawt Fisheries Stience Agenda: Need For Federal Support

Current science efforts are not keeping up with our need to understand arctic marine
ecosygems. They are aso not providing the full range of knowledge needed to develop a
sugtainable marine-based economic sector for Nunavut. The base of knowledge of char stocks
may also be outdated. Given the importance of this oeciesto N unavut’s domestic or ‘land-
based’ economy, dong with the on-going development of the commercia char sector, a char
science program is needed.

Recognisng that science can be both a public good, as well as a private good, funding needsto
blend both public and private invesments.

Recommendations.

3. The Nunawut Fsheries Working Group (NPFWG) and Hsheries and Oceans
Canada (DFO) should develop a Nunavut Fisheries Science Agenda to
address grategicaly important research areas, including fundamental marine
ecosystem and hydrographical research, research needed to assessand
model cimate change impacts, research in support of inshore and offshore
indugtry development, and research related to sugtainable domestic and
commercia use of arctic char.

4. The NFWG and DFO should design a multi-year funding Srategy to
implement the N unavut Fsheries Science Agenda. This strategy should
incorporate both federa aswell as indugtry funding commitments, and
should address issues related to both the char as well as marine fisheries.
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3.2 ORGANISATIONAL CAPACITY AND GOVERNANCE

Srategy Area: Transparency And Accountability In The Use Of Public Resources

Recommendation:
5. Redipients of Nunavut quota should report publicly on how their use of this quota benefits Nunavut's
economy.

6. Areview of the membership, ownership, structure and level of public accountability of the Baffin Fisheries
Codlition should be carried out in order to strengthen the organisationa effectiveness of N unavut’s fisheries
development ‘champion.’

Srategy Area: Engaging DFO

Recommendation:
7. Begnaprocess of DFO re-engagement by involving the department in strategy consultations and by
separating on-going alocation negotiations from discussions related to areas of common interest.

8. Workto create ahigher political profile for N unavut within DFO by advocating to bring N unavut's fisheries files
within one centralized office of the department— not soread between various regiona and centra offices.

Srategy Area: Management For Inshore Development—Seeking Smergies

Recommendation:

9. Management capacity from local processing plants could provide the on-going entrepreneurial and manageria
guidance needed for the inshore fishery. Continue to support emerging fisheries on a pilot basisin order to
determine their ‘technica’ viability. Include this information when assessing the potentid returns of building
new processing plants—looking for potentia synergiesin terms of shared management capacity.

Srategy Area: Coordinate Marketing Activities

Recommendation:

10. Expand effortsto coordinate the creation and promotion of a ‘crisp and dean’ Nunavut brand targeted at
markets both within Nunavut as well asin grategic high-vaue export markets. This brand should be available
both to the existing Nunavut Development Corporation (NDC) plants, as well asto independent producers
who are able to meet the brand sandards.

Background to the issues

To achieve successful implementation of al the components of a fisheries srategy in a
coordinated way will require organisationa ‘champions.” These are required a alarge-scale
level for development of offshore turbot and shrimp resources, aswell asfor coordinating the
market and supply issues surrounding on-shore processing. Organisationa development is aso
required for community-based inshore fisheries development such as clams and other

emergng species.

Given the large number of tasks involved, and the wide range of activities and stakeholder
intereds, organisationa structures need to be carefully desgned to ensure broad support.
People from across stakeholder groups must have confidence that the whole strategy is being
addressed and that dl interests will gain benefits from srategy implementation.
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Federa Qupport

Current progress

The organisationa capacity for fisheries strategy implementation is much greater today than it
was jud five years ago. The Government of Nunavut (GN) now has a fisheries unit dedicated
to fisheries development. Severd Hunter and Trapper Organisations (HTOS), Pangnirtung
Rsheries Inc. and some privaete companies have come together to form Baffin Fisheries
Caodlition Incorporated (BFC). The NWMB, NTI, and the GN have formed the N unavut
Fsheries Working Group. This group has good communications with the BFC.

The GN and DIAND have worked together on arange of amall fisheries development
projects. The success of these activities has helped to develop a relationship between DIAND
and the emerging fisheries sector. Future progress may be achieved by building on this
productive relationship. While the relationship with DFO has not been as successiul, the
prospects are improving with the emergence of the BFC as an industry group that has atrack
record in OA and is gaining resources to be gpplied toward fisheries development projects.

On aterritorid level, the Nunavut Economic Forum has emerged as a broad-based group to
advocate for and work on economic development issuesin the territory. In addition, the
Nunavut Development Corporation (NDC) has continued to play an important rolesin the
char fishery and in supporting turbot processing capacity through its processing plants.

Challenges
There isaneed to more fully engage the policy and funding resources of the federa

government in support of Nunavut's fisheries development objectives. In every other
juridiction in Canada, the developmenta stages of regond fisheries have been actively
supported by DFO. By way of contrast, Nunavut's adjacent offshore fishery has been largely
handed over to egablished Atlantic fisheriesinterests. Although current policy related to
adjacency does not support this stuation, other policy trends supporting capacity reduction,
indugtry gtability, and a generd withdrawa of DFO from fisheries development—outside of
southern Aborigind interests—have worked againg Nunavut's interests. Some specific
chdlengesin this area incude:

Digpersd of DFO responshility for Nunawvut's fisheries across offices in Igaluit,
Winnipeg, S. bhn's and Ottawa dilutes whét little political clout Nunavut holds.
In each of the DFO offices outside Igauit, Nunavut interests represent only a
minority voice amongs the other larger players.

DFO has attempted to use the NLCA to deny Inuit accessto programs
generaly available to other Aborigina peoples. DFO’s Atlantic Fisheries Srategy
(AFS provides a package of assstance that includes help for Aborigina
communities to gain economic benefits from their adjacent fisheries. It has, for
example, provided nearly $80 million over the past decade to trandfer licenses
to Aborigind interests. None of this has been available to N unavummiut. The
Aborigina Aguatic Resource and Oceans Management Program (AAROM) and
the At-Sea Mentoring Initiative are additional DFO programs aimed at increasing
Aborigina capacity in the fisheries sector. These programs spedifically excdude
Nunavummiut on the bagsthat they have aland daims agreement.

Engaging DFO in Nunawvut fisheries development is chalenged by current DFO
policy trends. A current trend isto reduce processing and harvest capacity.
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Entrepreneuria
leadership for
inshore
development

Governance

Nunavut wantsto increase capacity — hence an uphill struggle in terms of DFO
priorities. A current trend isto increase private sector responsbility for future
development. Nunavut indudry is not yet at a stage where it can bankroll the
development process based on only afraction of the territory’s adjacent
resources.

Larger enterprises can upport the cogt of importing specidized manageria and
entrepreneuria expertise from across the territory or from beyond territorial boundaries.
During the development period of emerging fisheries, support may be required to carry out
enterprise feagbility testing in Stuations where loca entrepreneurs are not available. The
model being applied in Qikigtarjuaq is showing postive Sgns of success and could be gpplied
to other emerging fisheries. Here locd divers carry out their dam harvedting activities
esentialy as independent owner-operators, earning a et rate per kilogram of clams
harvested. Entrepreneuria support—deading with marketing, regulation, product ingpection,
harves ste preparation, and so on—is provided by specidlized contractors from outside the
territory. Initidly paid for under a government-funded pilot project, management costs should
be covered by project revenues, once production and markets are in place.

An aternative model that might aso achieve the management support needed for emergng
fisheries could be to harness ‘surplus management expertise from smal processing plants.
Thiswould require that full-time managers be recruited for the plant, but ill have some time
available to support the emerging sector in their community. This model has not yet been
teged in Nunawut, athough some of the char plant managers aready provide cross-sectora
support between char and caribou or char and muskox.

The issue of governance mugt be addressed, particularly in relation to the offshore turbot and
shrimp fisheries. The quota assgned to Nunavut for these fisheries would seem to represent a
‘public good.’ If thisis correct, then decisons about how to develop these fisheries need to be
made in away that is trangparent to the N unavut public. At the same time, it is reasonable that
the exigting criteria for dlocation of quota—adjacency, community involvement, and o on—
should come into play in these decisions. A chalenge then isto develop a decison-making
processthat is open and yet 4ill effective. Decisons need to take into account—and be seen
to take into account—the diverse individual and community interests related to fisheries and
fisheries development. Some critica issues that need to be considered and decided on

include:

Can Nunavut's fisheries capacity best be developed using a private sector or a

public sector approach or a balance between both?Given that Nunavut quota

dlocations are not large, how can we experiment with amix of fishery entrants
(individuas, companies, birthright corporations, HTOs etc) without foreclosing
future flexibility to build in the mogt effective directions.

What frame of anayss will be used in determining ‘effectiveness and ‘success in
Nunavut's fisheries. BEconomic return to Inuit?Profitability of a busness? Socio-
economic return to Nunavut?
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Srategic issues
Arigng from these congderations are four srategc issues

1. How can DFO and, more generdly, the federd government, be engaged in
N unawut's fisheries development?

2. Should Nunawut fisheries development be led by a public process of
conaultation and decision-making or should it be driven more by a private
sector model?If public sector, how can srategy implementation avoid getting
bogged down in politics and regional squabbling?If private sector, how can
the legtimate public interest be served?

3. Can emergng inshore fisheries be successiully developed using imported
management and entrepreneuria expertise. Or will this Smply lead to an

‘employee’ orientation amongst local people who feel they are working for,
rather than directing, the outsde managers?

4. Inthe processng sector there are both private sector and quas-public sector
plants successiully operating in the territory. The NDC hasarole in char
‘branding and marketing. Care needsto be taken, though, not to exclude
private sector processors. They should be consulted and, if desired by them,
dlowed access to the same programs the NDC plants undertake.

Strategy Areas Related To Organisational Capacity And

Governance

Representing Inuit Interests In Fsheries
Decision-making

What isthe ‘condituency’ that holds an
interest in Nunavut's adjacent fish resources?
This may be determined in accordance with
existing NWMB dlocation guidelines, where
adjacent communities and communities with
a higory of fisheries involvement have the
greates interest.

Decison-making needs to involve the whole
condtituency. It should not be carried out
solely by organisations or interests that
represent only part of the population with a
legtimate interest in the resource.

Aligning decison-making with constituency
might include addressing gender and
digtribution of benefits

Srategy Area: Transparency And Accountability In The Use Of Public
Resources

The gtakesin Nunawt fisheries are increasing asthe territory gans
accessto its adjacent resources. These sakes will continue to increase
with further development of the sector. The way in which the fishery
develops will affect how much the sector will benefit Nunavut’s
economy versus the economies of southern jurisdictions. It will dso
determine how these benefits are digributed amongst N unavummiut.
The gtakes are high, and the ability to restructure the sector in order to
re-digtribute benefits in the future may be congrained by cogts of capitd
invesments. Enauing that the decison-making processthat directs this
development is trangparent and accountable to the appropriate
congtituency is crucial.

Decison-making srategies are changing. Prior to OA quota, dlocations
were made directly to individua entities. Trangparency and
accountability was only as good as the governance and organisationa
culture of these agencies alowed.

With the dlocation of OA quotato a codlition of organisations making up

the BFC, there has been an increase in the level of debate related to sector development.
Decisons are becoming more trangparent and board members are more widely accountable
for the decisonsthey are being called on to make.

Brubacher Development Strategies Inc.
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Nonetheless, the BFC may not represent the entire congituency that holds a legitimate
interest in N unavut’s fisheries resources. As fishing pushes further north, additiona
communities may argue for ashare based on adjacency. Issues of gender equity in the
decison-making process may aso not be adequately addressed in the current model.

Public debate is begnning to emerge based on the recognition of public interest in the fishery.
Yet the key industry players such asthe BFC are not publicly accountable and the business
assumptions and data they use to base their decisons on are not publicly available. The result
may lead to greater discord and misunderstanding than might be the case if the decison-
making process were more open. Consderation should be gven to the organisationa
mandate and make-up of the BFC asamgor quota-holding entity. The model has
represented good progress from previous situations but may be improved further.

Recommendation:

5. Condderation should be given to requiring recipients of Nunavut quotato
share enough information about their activities to alow an assessment of the
net economic return to Nunavut arising or reasonably expected to arise from
the quota. The reaults of this assessment should be made available for public

consgderation.

6. Areview of the membership, ownership, structure and level of public
accountability of the Baffin Fisheries Codlition should be carried out in order
to srengthen the organisationa effectiveness of Nunavut's fisheries

development ‘champion.’

Srategy Area: Engaging DFO

DFO hasatremendous opportunity to make a
significant difference in Nunavut’s economy by
actively fadilitating the strengthening of this
territory’s foundation for fisheries activities
through infrastructure, mentoring, supportive
science, fishery officerstraining, and in
dlocating the licenses and dlocation needed to
drive the economics of the fishery. Unlike
other regions, in Nunavut mgjor development
initiatives could take place without having to
displace exiging fishermen. Yet, a the
moment, DFO has no capacity development
programsin place in N unawut.

There is aufficient common ground between
Nunawvut's fisheries agenda and DFO’s policy
direction that areas of difference should be able
to be overcome. Mutua concern over
conservation and the need for understanding of
multi-gpecies ecologicd relations is one such
area of overlap. Concern for industry gability is
another.

Brubacher Development Strategies Inc.

DFO Atlantic Fsheries Policy Framework

... “Inthe North, and particularly in Nunavut,
communities are looking to the fisheries
resources as afocus for economic
development....afisheries development
srategy for the North isrequired to ensure
priority isalso given to science and
management of existing and emerging fisheries
in those regions.”

“In AFPR Pha=e |, ...the department will assst
in supporting economic development in coastal
communities. Yoecific actions may include:

working jointly with Aborigind
organisations and communities, other
resource USers, processor groups and
locd, provincid and territoria
governmentsto help develop and
implement an gpproach to the
management and development of fisheries
for Nunavut and northern areas.”
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Yet Nunavut communities seem to have fdlen off the DFO radar. DFO has excdluded

N unavummiut from programs designed to support Aborigina capacity in the fisheries, such as
the AFS ARROM, and At-Sea Mentoring programs noted earlier. The federa government is
making significant and important investmentsin climate change research in the Arctic. Smilar
invesments in Arctic fisheries, which could assst Arctic peoplesin important ways, are aso
and equdly urgently needed. N umerous programs have been introduced to support building
Aborigina capacity in southern fisheries. A strategy to productively engage DFO is needed in
order to mobilize the policy, funding power, and knowledge base of this key department.

Recommendation:
7. Begn aprocess of DFO re-engagement by involving the department in
drategy consultations and by separating on-going adlocation negotiations from
discussonsrelated to areas of common intered.

8. Workto create ahigher political profile for Nunavut within DFO by
advocating to bring N unawvut’s fisheries files within one centralized office of
the department—not spread between various regiond and centrd offices.

Srategy Area: Management For Inshore Development—Seeking Smergies

There gppearsto be alack of entrepreneurs willing and able to invest and undertake risksin
many communities in Nunavut. So who will provide the organising and coordinating effort
needed to carry out inshore fisheries activities after the ‘pilot’ phases are completed?Will
individuals emerge?Where are the co-ops?Will HTOs take over?Or will there be an on-
going dependency on out-of-territory managers?

The chdlenges presented by the inshore entrepreneuria vacuum may provide astrong
argument for focusing short and medium term efforts on developing larger scale enterprises—
offshore vessels, larger capacity processing plants—in preference to smdler-scale
enterprises—clams, scalops, etc. Preference might be given to supporting larger-scale
developmentsin communities that aso hold potentia for additiona inshore developments—
using the Pangnirtung plant model where the plant not only provides jobs processing offshore
turbot, but aso fadilitates the winter turbot fishery by management qudity control, marketing,
and supply inventories.

Recommendation:

9. Management capacity from loca processing plants could provide the on-
going entrepreneuria and managerial guidance needed for the inshore
fishery. Continue to support emergng fisheries on a pilot bassin order to
determine their ‘technicd’ viability. Include this information when assessing
the potentid returns of building new processing plants—Ilooking for potential
synergies in terms of shared management capacity.
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Srategy Area: Coordination of Marketing

Recent efforts have been made to build a collective ‘Nunavut Brand' for the territory's fisheries
products. This effort is based on Nunawvut’s ‘crigp and clean’ environment and reputation. This
coordination effort recognises that there isno point in Nunawvut plants—which hold very small
sharesin both Nunavut and southern markets—competing agging themselves. Rether,
synergies and cooperative srateges should continue to be sought out and developed.

Recommendation:

10. Expand effortsto coordinate the creation and promotion of a ‘crisp and
clean’ Nunavut brand targeted at markets both within Nunavut as well asin
grategic high-vaue export markets. This brand should be available both to
the existing Nunavut Development Corporation (NDC) plants, aswell asto
independent producerswho are able to meet the brand gandards.
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3.3 REVENUE GENERATION AND FUNDING

Srategy Area: Using Quota Royalty Revenues To Achieve Development Objectives
Recommendation:

11.

12.

Before financia commitments are made based on OA turbot quota, each of the different ways quota can be
used to generate benefits for N unavummiut should be carefully anaysed. The anayss should consider
sensitivity to risks, distribution of benefits, labour market development, and other factors. Development
pathways that will lead to both inshore and offshore activity should aso be considered.

Hfortsto develop a viable business plan that encompasses both offshore harvesting with inshore harvesting
and processng—perhaps under severd digtinct enterprises—should be undertaken. This process will help to
map out a development pathway to achieve medium and long-term goals.

Srategy Area: Gaining Access To Federal Aboriginal Fisheries Development Programs
Recommendation:

13.

DFO should include Nunavut Inuit in its programs designed to support Aborigind fisheries development and
fisheries management capacity-building.

Srategy Area: Generating Funds For Arctic Fisheries Development
Recommendation:

14.

15.

Keep quotatogether as much as possible. This will alow the revenue-generating aspect of quota (selling it to
generéte roydlties) to be gpplied toward Srategic development priorities.

Prepare a concept paper outlining anew ‘arctic fisheries model that reflects the Inuit interest and the ‘public
good’ vaue of arctic fisheries. This model would establish aresource ‘rent’ payment from NSA, Zone | and
Zone Il fisheriesthat reflectsthe ‘public’ and ‘Inuit’ interest in the fisheries resource, under the land claims
agreements. These ‘resource access fees would flow to some new, publicly accountable entity tasked to
achieve science and development objectives.

Background to the issues

Major invesments are required to support the science, training, infrastructure, busness
development, and harvest capacity activities that are connected with the achievement of

N unawut’s fisheries development goas. Sources of funding and srategiesto generate revenues
to support these activities need to be developed.

Current progress

The dlocation of the entire OA quota, dong with some shrimp quota, to the BFC has
provided this codlition with a significant revenue stream. Some of this has been used to
support the organisational capacity of the BFC, enabling it to play an important advocacy and
planning role. Some has been used to support various small-scale in-shore development
projects, while another portion helpsto supply fish to the Pangnirtung plant. A mgor portion
of the roydty from this quota assignment is being saved with the intent to leverage the
acquistion of offshore harvegting capacity.
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Federa funding

NLCA

Generating profit
for development

The Nunavut Economic Forum is continuing its efforts to lobby the federa government to
asss economic development in Nunavut through the establishment of an Economic
Development Agreement.

Various proposa-driven funding sources are available. The GN, for example, has established
the Fisheries Development and Diversfication Program with an annua funding envelop of
$350,000 to support fisheries development. DIAND aso has a range of funding sources
avallable that might be applied toward fisheries development programs. The recent funding of
laboratory tegting for Qikigtarjuaq clams is one example. Considerable organisationd capacity
isneeded in order to prepare proposasto access these funding sources—through initiatives
such asthe BFC this capacity is developing.

Challenges
Federa policy trends are out of sync with Nunavut's current context and development needs.

While the DFO provided massive funding support for fisheries development in other regions
during the 1970s and 1980s, current policy is geared toward a mature industry sector. The
creation of Nunawut itself was undertaken during a period of fiscal restraint and government
down-gzing in jurisdictions across Canada. The N unavut Government arises from this tight
fiscd environment. Asareault, the new territorid government has few resources of its own to
apply toward developmentd financing. The GN's contributions to the NDC companies, to
the fish freight subsdy, and to community-based projects through its Fsheries Development
and Diverdfication Program are significant and important. Yet these territoria funds are wholly
inadequate to get the job done on their own. Canada has aso not yet arrived a avison of the
North that would support investing in fundamenta infrastructure, such asit has done in other
regions. Harbour facilities and marine services centres have typicaly been initisted through
federd funds—but not yet in Nunavut.

Ingead of working to support Nunavut development, the federd gpproach to the NLCA
seemsto be to use this agreement to exclude Inuit from access to funding that is available to
other Aborigina groupsto gain accessto fisheriesin the Atlantic region. While DFO has spent
hundreds of millions of dollars supporting fisheries development amongst southern Frst

N ations through the AFS AAROM, and Aborigina Fisheries Mentoring and Training programs,
no smilar support has been made available in Nunawvut, either through parallel federa
programsor under the NLCA itself.

One approach to financing fisheries development might be to undertake those activities that
can generate profits from exigting fisheries activities and then streaming these profits back into
priority development areas. This gpproach will, however, congrain the options available for
fisheries engagement in medium term. For example, processing offshore turbot may maximize
the value of thisresource to the Nunavut economy, and digribute the benefitsin the most
equitable and gender-baanced way. However, the economics of Arctic fish processng are
such that the proceeds of plant sdesthat do not leak out of the Nunavut economy are entirely
paid out to individuasin wages, sdaries, fish purchases and other dispersed payments No
profits are accumulated that might be applied to other fisheries development activities. Slling
guota, on the other hand, provides much lessreturn to the N unavut economy, but does keep
the funds together in aform that can be goplied to long-term development. Is thisthe price to
pay for lack of federa support for fisheries development?
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Srategic issues
How should royalty revenues raised from sdle of quota be alocated?How can they best be
used?

In the padt, quota was dlocated to individual HTOs and to a very smal number
of individuals through priveate businesses. Some of the royalty revenue raised
from this quotawas used to support the winter turbot fishery in Pangnirtung by
maintaining the viability of the Pangnirtung Fsheries plant. Some has supported
HTO generd operations.

Allocation of amgjor quotato the BFC has provided the membership of this
codition with sgnificant revenues to assgn to their organisationd activities and
development priorities. The BFC is not, however, a public entity, so the public
has little influence over its decisons.

Qikigtaduk Corporation has ds0 earned roydties from its large alocation of
shrimp quota associated with its 1.5 licenses. The corporetion has not yet
applied these revenues to fisheries development activities. At between $1 and
$1.5 million per year, however, the corporation could have significant
resources to apply to fisheries development, should they so choose.

If offshore royalty revenues were assigned to priorities identified by al Inuit—
perhaps reflecting the land-claim intent that Inuit gain accessto their adjacent
resources—would the BFC-identified priorities sand?Some dternative uses
might indlude building and supporting additiona processing plants (athough
Qikigtaaluk Corporation has said it plansto undertake this development?).

Should Nunawut's fishery resource generate revenuesto be used in away that
benefits al N unavummiut, based on criteria such as adjacency and so on?Or is
it best to maintain the royadty sream in the hands of those who are mogt likely
to use thisrevenue to further develop fishery sector opportunities?\WWho might
these interests be?Should they be accountable for achieving certain results from
the revenue sreamsthey are given?

Might Nunawvut have better development opportunities than fisheries in which
to invest offshore royalty revenues? The opportunities available in the fishery
seem convincing—current earnings from royalties are only one-third to one-
guarter of what could enter N unavut's economy from awell-developed
fisheries sector. Sill, it isworth conddering the aternative ways that this royalty
dream might be applied.

Royalty income derived from N unavut’s quota dlocations provides an important source of
revenue that can be used in variousways. The choice of how these can best be gpplied rests
with the organisations and people of Nunavut. The NWMB makes quota dlocation decisons

! see the Qikigtaaluk Corporation web page.
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and, thereby plays avery influentia role in the determining the developmentd possibilities
arigng from this revenue stream.

Four scenarios have been developed to illustrate some of the dternative Srategiesthat are
available for the use of royaty income derived from Nunavut-held quota. These include:

Divert Royalties For Other Purposes

Use Royalties To Fund Inshore Development

Use Royadlties To Fund Offshore Development
Utilise A Combination Of These Three Approaches

Approach One: Divert Royalties For Purposes Other Than Fsheries

To alarge degree, the ‘emergent strategy’ that has been adopted in Nunavut up until three
years ago has been to divert quota royaltiesto various purposes not necessarily related to
fisheries development. This srategy applied both to the dlocation of small blocks of quotato
individual companies and HTOs, dong with alarge block of quota (through permanent
licenses) to the Qikigtadluk Corporation. The royalty revenues generated by this quota
dlocation have generally been used for purposes unrelated to fisheries development.

Within this scenario, there are anumber of dternative ways that royaty revenues can be
dlocated and used. One option isfor quotato be provided to individuals through private-
sector busnesses. This might have the effect of promoting Inuit business by providing much
needed business capitd. The risk with this option isthat once alocated, there may be little
influence that can be placed on private-sector quota-holdersto use thisrevenue to generate
public benefits. Allocations of shrimp quota have been made to private-sector companiesin
N unavut.

A second option isto dlocate quotato HTOs which will use thisto achieve socia and
economic development objectivesin areas deemed to provide the highest returns. Prior to
OA turbot quota dlocetions, this was the most common drategy for royalty alocations, with
severa community HTOs and Qikigtaaluk Corporation being the major beneficiaries.

Socio-economic benefits

Royadlties earned by HTOs have generated some reported benefits. Much of these seem to
be in the area of socid development and organisational capacity. There has not been any
requirement, however, to publicly report on the socio-economic benefits generated by these
guota dlocations. Socio-economic benefits from the dlocation of quota royalty sreamsto
individually-owned companies are not reported by these companies.

Risks

Some concerns have been raised that effortsto gain afair share of Nunavut's adjacent
resources require that Nunavut be seen asa‘legtimate’ player in the fisheries. Discontent in
the fishing industry about ‘quota brokers—seen as essentially another tax on the resource—is
expresed. It isnot known how seriousthisrisk is, nor how vulnerable this form of quota
dlocation isto policy shift in DFO. Certainly there seemsto be tremendous resstance to
reduce the quota of Seafreez, a southern quota-broker holding 1,900 t of turbot in OB.
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Observetions

Should this scenario continue to be adopted, the ‘public good’ aspect of Nunavut's quota
should be recognized. Recipients of quota should be accountable to producing benefits that
reflect this shared ‘ownership’ of the resource. They should be requested to report publicly
on how they are using revenuesto achieve socio-economic benefits for their congtituencies.

In generd, this scenario does not effectively promote the god of capturing more than 10% of
the value of fish dlocated to Nunawvut. It does nothing to help promote fisheries development
either inshore or offshore and thus relegates N unavut to a position of skimming a small
percentage off the value of its marine fisheries resources.

This approach to the use of royalties can aways be a fal-back strategy if other more
‘developmentd’ efforts fail—so long as those efforts do not lead to reduction or loss of quotas.

Approach Two: Apply Royalties To Inshore Processing and Harvesting Capacity

There isinterest in developing fishery jobsin the communities that are located adjacent to the
resource. This has aready been accomplished in Pangnirtung. Char plants in Cambridge Bay
and Rankin Inlet are aso in place. Opportunitiesto develop additiond plants may be available,
however these are congrained by economic factors. The potential to use quota royaltiesto
support expanded plant capacity is a Srategy that might be consdered.

Royalty revenues might also be used to acquire inshore vessels to fish Nunavut stocks. This
potential is contingent on appropriate infrastructure being developed to harbour and service
such vessels. Should inshore vessels begin fishing Nunavut stocks, alocal market for these fish
will be needed.

One option to develop markets for fish harvested inshore could be to use a sysem of inshore
vesels and offshore ‘mother ships. The inshore vesselswould catch the fish and transport
them to the mother ship for initia processing and packaging for market. This might be possble
with either shrimp or turbot. The economics of this scenario have not been explored, but
would likely entail on-going subsidy to compensate the offshore vessel's opportunity cogt of
waiting for the catch to arrive. Ownership of the ‘mother ship’ would integrate it into the
entire venture, alowing the business case to be assessed on the overall merits of this option.
The second option here isto develop fish plantsto receive the catch from these inshore
vesels. A third option might be to ingtall freezer capacity/containers where fish could be
collected and shipped south on sea-lift back-haul voyages.

Socio-economic cogt and benefits

The Pangnirtung example indudes a number of opportunity costs and creates a number of
socio-economic benefits. Allocating roydty revenuesto acquire fish for the plant leadsto some
$1.3 million in wages and income flowing into the community. Increased eligbility for B and
fishing B benefits’ is another benefit of supporting the viability of this plant.

2 Under HRDC policy, fishers are the only self-employed workers who can receive B benefits. These
benefits are based on earnings within a fishing season, not on the number of hours and weeks
worked. For example, a char fisherman who earns $5,000 over the summer season could be
eligble for a weekly benefit of nearly $200 for a period of 26 weeks—effectively doubling
their income by adding another $5,000 of B benefit.
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Processing plants potentially provide a scale of operation that can begin to support professiona
managerid and entrepreneurid expertise. This expertise might be used to support various
inshore fisheries activities as well, in communities where these opportunities are available.

Risks

Harnessng the proceeds of N unavut quotato an active program of inshore fishery
development should prevent any perception that the territory is not serioudy engaged in the
fishery. However, depending on the limited number of vessels owned by southern Canadian
companies puts Nunavut in a poor bargaining position when negotiating royalty arrangements.
DFO isnot currently supportive of usng foreign vesselsin order to support Nunavut
development objectives as this may have a negetive impact on southern corporate
development objectives. This policy means that southern vessel companies gain anear
monopoly postion when negotiating how much they are willing to pay for Nunavut quota.
Limited completion in the quota marketplace within Canada means that N unavut could
receive less than a ‘reasonable’ price for its quota

Observetions

Developing the inshore fishery as much as possble seemsto be the ultimate vision for
Nunawvut fisheries However, various subsdies seem to be needed on an on-going bass to
support fish plants. Current experience suggedts that these subsdies have a srong positive
S0cio-economic return—three to four dollars in wages and income for every one dollar in
operating ubgdy, for example. N onetheless, available subsidy funds within the N unavut
Government are limited. Using royalty revenuesto help “tip the balance” could help. Once
plants are built, the commitment will be long-term. If these plants depend on royalty revenue,
then the underlying quota that supplies this revenue is effectively tied up in the plants.

Another challenge in applying royaty revenuesto maintain processng plant viability would be
apolitical one. Communitiesthat do not receive the benefit of a plant in their area should not
be expected to be enthusiagtic about having ‘their share’ of these revenues diverted to some
other community. Would there be enough benefit left after plant subsdiesto provide
equitable benefitsto other communities? The option of using roydty revenuesto support
plants isworthy of further, more detailed analyss.

Applying royalty revenues to build infrastructure is problematic. Harbour facilities in N unavut
are clearly a public good and—in al other jurisdictions in Canada—have been built through
federd investments. In N unavut such facilities would have multiple uses, including public access
to the sea; support for cruise ship tourism; sedlift re-supply; and support for commercia
fisheries. It is not reasonable to expect N unavut’s developing fishing sector to carry the costs
of building this public infrastructure using the limited revenues obtained from adjacent
resources. Thisis clearly afederd area of regponsbility.
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Fnaly, developing inshore fisheries may lead to political chalenges. The benefits arisng from a
processing plant are not divisble anongs communities. Someone gets a plant and someone
else doesnot. If only one or two plants are envisoned, who is going to make the cdl?On
what basis?This problem may get even gickier if the management capacity available a a

Economic Value, Socio-economic Vaue, and Profitability
—"Whose Bottom Line?'

‘Profitability’ relatesto the ability of an enterprise to generate
revenuesthat are greater than al the fixed and variable costs
involved in earning those revenues. Profitability is typicaly
measured around asmall part of the economic activity
involved in getting a product to market. It is greatly
influenced by the ‘business dimate.’

The ‘economic vaue' of an enterprise may be very different
from the ‘profitability’ of that enterprise. ‘Economic value’
includes dl the flows of value—measured in terms of
dollars. Thus some ‘costs to an enterprise—wages paid to
local workers, paymentsto purchase fish from local
fishermen, airfreight paid to local air charter companies may
show up as positive contributions of economic vaue, even
while they erode profitability of an enterprise.

‘Socio-economic vaue' includes non-monetary vaues that
the activities of an enterprise providesto acommunity. The
availability of jobs may provide, in addition to income, a
sense of pride or of hope that leadsto postive socid
changes for example. Public decisons that affect ‘socio-
economic vaue’ are often influenced through the political
process. ubsdies for job creation are one example.

Private sector enterprises benefit from arange of public
investments that they do not need to account for in
determining profitability. These indude public goods such as
education and hedlth care, monetary policy, trade policy,
transportation infrastructure, and so on. All these contribute
to the ‘business dimate’. Thus, public policy can influence
the busness dimate, thereby influencing whether a sector
can support profitable businesses or not.

processing plant is used to leverage development of
emerging fisheries. This contrasts with offshore fishing
where the benefits—crew postions and profits—are
eadly divided amongst many communities and/or
shareholder groups. Even if on-shore processing
development provides greater net economic benefits to
Inuit than offshore vessel operation, N unavut’s political
sysem may not be up to the task of making the hard
decisons about who getsto benefit.

Approach Three: Apply Royalty Revenue to Offshore
Fishing Capacity

The BFC has dready built up a significant vessel
acquigtion fund from the royaltiesit earns from its quota
dlocations. The codlition continuesto develop abusiness
case for such an endeavour and may consder options
such asjoint ventures to make this happen.

Socio-economic benefits

The BFC expectstha owning an offshore vessel will
generate higher net value to Nunavut than Smply
brokering quota. This additiona income is expected to
arise from profits generated by the enterprise, and from
the increased Inuit involvement as crew on an Inuit-
owned vesxl. These expectations are based on an
assumption that the endeavour will be successiul in
carrying out avigble business plan.

In addition to accessng agreater share of the economic
activity involved in harvedting, vessel ownership is
expected to place the BFC—or any other Nunavut
interest owning a vesel—in a sronger postion in terms
of control over fisheries development. Currently, quota:
holders must negotiate with Canadian vessel-owners for

royalties and crew postions Snce they do not have the capacity to fish their quota themselves.
Due to DFO policy protecting Canadian vessel-owner interedts, these negotiations are rather
one-dded in favour of the vessel owners. Further, fishing OA successiully requires knowledge
of the socksto be built up through experience. Continuing to support the development of
this expertise outdde the territory places Nunavut in a postion of dependency that could be
exploited in the future. Vessel ownership would ensure that N unavut interests gain the data
related to stock location and successful fishing strategies that is needed for a vigble fishing

enterprise in arctic waters.
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Keep quota
together to
support strategic
development

Risks

Offshore vessel ownership requires maor investment which may, in turn, require maor debt.
The risks involved may be mitigated by adopting a joint-venture approach in which equity
would be purchased over time.

To achieve increased benefits from crew sharesis as much alabour force supply issue asit isa
job availability issue. Sgnificant numbers of individuals willing to gain the skills and certifications,
and then willing to work on the vessels will be needed. There have been offshore vessl
opportunities for Inuit for many years and the experience has been mixed—a major chalenge
has been to retain workers and to promote Inuit into higher level postions. The argument
that having an Inuit-owned vessel will help to make the workplace environment move
favourable for Inuit workers may carry some weight, but it needsto be demongrated.

Observations

Unlike the processng option where business revenues are widely dishursed as wages and as
income to fishermen, the distribution of proceeds from offshore fishing will be more
concentrated. Offshore vessel crew can be expected to earn higher incomes than plant
workers, and some of the net return should remain in the form of enterprise profits. This pool
of profit can become available for further investment into fisheries development.

Offshore fishing may avoid some of the gicky political issues that dog onshore development.
All communities and interest groups involved in the enterprise can share in the benefits
through accessto crew jobs and participation in the dlocation of profits. Political issues may
arise, though, in relation to gender inequity and, more generally, concerns over how benefits
are digributed. Chalenges may aso arise if the enterprise does not succeed in recruiting
anticipated numbers of Inuit crew, or in achieving profit expectations.

Approach Four: Balancing All Three Uses Of Royalty Revenues To Achieve Multiple
Objectives

While the three approaches have been presented as ‘stand-done’ dternatives, the redity is
that a combination of these approaches could be carried out. An appropriate Srategy is
needed to use royalty revenuesto support the achievement of multiple fisheries development
gods—offshore harveging, onshore processng, and inshore harvesting. This rategy needsto
build upon careful analyss of the relative economic benefits that can be derived from each
dternative, dong with congderation of the development pathway that can lead to the desred
end-point.

The ability to strategically plan for the best use—in terms of net benefit to Nunavut—of
royalties generated from quota during the early phase of N unavut’s fisheries development
implies some level of ‘public’ discussion about how these revenues are dlocated. This
influence will be log if quotais broken into pieces and didributed to private interegsthat are
not accountable to the public. Even if quotais kept together in a block, influence may dso be
logt if this block of quotais alocated to one private entity that is not accountable to the full
condituency that has alegtimate interet in the direction of fisheries development.
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Strategy Areas Related To Revenue Generation And
Funding

Srategy Area: Using Quota Royalty Revenues To Achieve Development Objectives

The status quo Stuation alows for some influence over how quota revenues are used during
the initia alocation decisions by the NWMB. Some accountability has been required and
some quota has been redlocated when the foreseen benefits were not obtained. Generally,
though, once quota has been dlocated the quota holders are not held accountable for how it
is used.

The quotafrom OA, however, has not yet been entirely committed on along-term basis,
though this commitment isimminent, and will be required if the BFC's vessel acquistion plan
isto be supported. There isawindow of opportunity now to clearly consider how this
revenue can best be used. The BFC has prepared a case for not smply using quotato
generate arevenue sream. However, the assessment of relative benefits from the various
dternatives has not really been presented in an anayticd way. It istime to do the andysis.

Srategic Recommendation:

11. Before financid commitments are made based on OA turbot quota, each of
the different ways quota can be used to generate benefits for N unavummiut
should be carefully analysed. The anaysis should consder sensitivity to risks,
digtribution of benefits, labour market development, and other factors.

12. Hfortsto develop aviable busness plan that encompasses both offshore
harvesting with inshore harvesting and processng—perhaps under severa
digtinct enterprises—should be undertaken. This processwill help to map
out a development pathway to achieve medium and long-term goals.

Srategy Area: Gaining Access To Federal Aboriginal Fisheries Development Programs

As previoudy noted in Section 3.2, Fsheries and O ceans Canada has initiated a range of
programsto assst Aboriginal peoplesin gaining access to the benefits of adjacent fisheries The
AFS ARROM, and At-Sea Mentoring programs could aso provide sgnificant benefits to
Nunavummiut. Unfortunately, DFO has chosen to excdlude Nunavut from these benefits on
the bassthat Inuit of this territory have aland claims agreement in place.

However, the NLCA does not provide any benefits Smilar to those provided by these DFO
programs. The NLCA specifically states in Section 2.7.3 (b) that the Agreement shall not
“gffect the ability of Inuit to participate in and benefit from government programs for Inuit or
aborigind people generaly asthe case may be; benefits received under such programs shall
be determined by generd criteriafor such programs edablished from time to time.”

Srategic Recommendation:
13. DFO should include Nunawvut Inuit in its programs designed to support
Aborigind fisheries development and fisheries management capacity-building.
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Srategy Area: Generating Funds For Arctic Fisheries Development

Development of Nunawut's fisheries will require some large-scale investmentsin science,
inshore and offshore vessels, marine infrastructure, cold storage, and processng plants. These
invesments will need to be coordinated to ensure, for example, that processng capacity is
available to support inshore harvedting activities, and that offshore fish will be able to be landed
to maintain the stability and scale-of-operations needed to support onshore processing.

Achieving the flexibility to undertake coordinated planning might be achieved by keeping mgor
blocks of quotatogether, such asisthe current stuation with OA turbot and with the
Qikigtaduk Corporation shrimp licenses. Maintaining a significant funding source for
development invesments will require an on-going revenue stream that can be alocated
according to srategic development priorities.

An dternative srategy for funding science and development in a coordinated and srategic way
might be to generate a sream of revenue from dl offshore fish harvesting activities. Inuit are
recognised in the NLCA has having a specid and collective interest in Nunavut’s adjacent
fisheries. Thusthere seemsto be a ‘public interest’ dimension to these socks. The concept of
resource ‘rentS—payments made to the public for use of public resources—is typica in
resource indugtries other than fisheries. Such a‘rent’ could apply to al harvegting by offshore
vessels taking place in the NSA, Zone | and Zone II. Establishment of aresource ‘rent’ would
acknowledge the pecid ‘public’ interest Inuit have in arctic fisheries resources. Such a‘rent’
could become payable by the quota-holder to an organisation that is accountable to the Inuit
congtituency. It could then be available to undertake much of the public invesment needed
for fisheries development in the arctic.

Srategic Recommendation:
14. Keep quotatogether as much as possible. Thiswill dlow the revenue-
generating aspect of quota (slling it to generate royalties) to be gpplied
toward grategic development priorities.

15. Prepare aconcept paper outlining anew ‘arctic fisheries model that reflects
the Inuit interest and the ‘public good’ value of arctic fisheries. This model
would egablish aresource ‘rent’ payment from NSA, Zone | and Zone |l
fisheriesthat reflectsthe ‘public’ and ‘Inuit’ interest in the fisheries resource,
under the land claims agreements. These ‘resource access feeswould flow
to some new, publicly accountable entity tasked to achieve science and
development objectives.
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3.4 LICENSES AND QUOTA (‘ACCESS AND ALLOCATION’)

Srategy Area: Continue Working Toward A Fair Share Of Allocation

Recommendation:
16. Current effortsto gain an 80 to 90% share of quotain each of Nunavut’s adjacent fisheries should be
continued on a priority and urgent basis. Thisisthe engine to drive fisheries development and is, therefore, the
foundation to building the future.

17. An advocacy and communications strategy is needed to support and focus these efforts. IPAC has made the
caxe, Senators and Members of Parliament have reported in favour of Nunawut. This support needsto be
crystdlized into action.

Srategy Area: Refining Criteria For Allocating New Quota And For Future Withdrawal Of Quota

Recommendation:
18. Maintain the current dlocation of OA offshore quotain a block in order to generate the scale and flexibility
needed to support strategic fisheries development.

19. The andyses developed in Recommendation 11 should be used to refine and ‘illugtrate’ the criteria arisng
from existing alocation principles related to economic dependence and ‘direct benefits. In addition, the
dlocation criteria could provide greater detail in how the various criteriaare weighted and balanced over time.

20. Processes for withdrawal of quota should be developed in advance of the stuations that might make such
withdrawa necessary. These need to be prepared both for Nunavut quota managed by NWMB, as well as for
DFO-managed quotain adjacent waters.

Background to the issues

This component of the drategy needsto addressthe critical issue of who getsto fish and what
share of the limited catch each participant gets. Issues of access and alocation can be highly
chdlenging for decison-makers and fisheries-dependent communities. These issues directly
impact the economic interests of individuals, communities and whole regions. In other regions
of Canada, they have led to public proteg, politicd battles, vigilante justice, occasiond violent
confrontations and major mobilization of tax dollars and the tools of policy development.

In the char fishery, the winter turbot fishery and the emerging dam fishery, access and
dlocation issues are mediated directly by the HTOs and the NWMB. Demand is limited by
the availability of individuals interested in doing the hard work involved in commercia fishing.

In the present gate of development of the offshore turbot and shrimp fisheries, the access and
dlocation issue is dramaticdly different. Here the maor issues have revolved around the
relative dlocation of shrimp and turbot quotato ‘Nunavut’ in relation to alocationsto interests
from outsde the territory. NTI, the GN, various parliamentary and senate committees, and
the Independent Panel On Access have dl advocated for afairer digtribution in recognition of
Nunavut adjacency and dependence.

As Nunavut works to develop new fisheries and to gain agreater share of the exigting adjacent
socks the stakesin who get accessto these fisheries and how much quotais dlocated to
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different groups will get higher. The issue of access and dlocation of Nunavut quota within

Nunavut is dowly beginning to heat up.®

Because there are currently no Nunavut-based vessel owners operating in these fisheries, the
isue is essentialy one of dlocation of revenues—who getsto be a‘quota-broker’ and how
much revenue will they be gven accessto. Clearly, the potentid interest in gaining accessto a

Access, Allocation and the NLCA

The current stuation whereby Nunavut holds only athird of the available
harves dlocation from its adjacent fisheriesis untenable. In Section
15.3.7 of the Nunavut Land Claims Agreement the federal government
agreed to recognize the principles of adjacency and economic
dependence of Nunavut communities on marine resources.

In spite of the NLCA, DFO has failed to redress Nunawut’s stuation. A
litany of parliamentary, senate , and independent reports have cdled on
the department to fix the stuation. For example, Recommendeation 6 of
the March 2002 IPAC Report cdled for no additiona access being
granted to non-Nunavut interestsin Nunavut's adjacent waters until the
territory achieved accessto a mgjor share of its adjacent fishery
resources.

All to no avail. Economic interests of private companies far removed
from the region have prevailed over the rights of N unavummiut.
Nunawvut holds harvest rightsto only 35% of its adjacent fisheries.

The consequence isthat ageneration of young Inuit are growinginto an
economy that will be less able to support them than the land dlaim
negotiated by their grandparents and by the federa government
promised.

What is a stake?The royalty vaue of the quotathat DFO is withholding
from the people of the Baffin regon is worth some $6 million per year.
Thiswould be sufficent to support processing plantsin severa
communities, creating plant jobs and opening up a market for locally
harvested char and marine species. This quota revenue would be the
engne for carrying out both inshore and offshore development activities
at the same time. Thisisatremendouslossto the territory.

revenue sream without having to actually
fish, isvery high.

The issue of dloceation of quotarevenuesis
critical to Nunawut’s fisheries development.
Quotaisthe fuel that will propel fisheries
development through grategic invesment of
royalty revenues. However, how this quota
is dlocated will determine whether it isused
to expand Nunavut’s ‘economic pie’ or
smply provide a stable revenue stream to
whoever is lucky enough to gain accessto it.

Current progress

Progressis being made in two areasrelated
to access and dlocation. Arst, Nunavut is
gaining agreater share of its adjacent
resources. Recent alocation of al OA turbot
guotato the territory representsthe greatest
advance. Ongoing effortsto expand Nunavut
fisheries are being made through:

Advocating for afar share of
adjacent fisheries'

Developing experimenta and
emergng fisheriesto commercia
gdage e.g. OAturbot and
Qikigtarjuaq clams.

However, Nunavut continuesto lag far

behind other jurisdictions in terms of its share of adjacent resources. While mogt areas hold 80
to 90% of their adjacent TACs, Nunavut holds only 58% of its turbot (only 27.3% in OB) and
26% of its shrimp (only 19% of Northern Fink Shrimp). In total, Nunavut has only 35% of its
adjacent resources. These resourcesyield royalty revenuesin the order of $4 million per

3 See Nunatsiag News lily 4, 2003 issue on one lgaluit woman'’s efforts to gain enough guota to be
able to leverage a mgor vessel purchase. However, news articles related to relative alocation
between the south and Nunavut have been far more frequent than those related to

digtribution within the territory.

“ Building on the NLCA and on recommendations of the IPAC report, the Nunavut Report, Senate

reports, and so on.
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year. It isreasonable to expect that the N unavut economy could capture many times this
value through harvesting and processing its alocation using N unavut enterprises®

Quoata Systems — Alternative Approaches

ITQ and Quota Auctions

Individua Transferable Quota (ITQ) isthe most complete privatization of afishery
resource. Under this sysem, adopted in countries such as Iceland and New Zedand,
guotais a property right that can be traded and sold at will by the owner. While ITQ
has typicdly been given away on the basis of historicd fishing activities, some have
suggested that in moving from publicly-owned quotato private ownership, the quota
should actudly be auctioned. The proceedswould represent an annual payment to
the public in recognition of the ‘public ownership of the resource itself.

Individually held quota

This system dlows individuas to hold quota individualy—such as through Enterprise
Allocations, used in Canada—without actudly holding any underlying property right.
Technicdly, the Minister can withdraw such quota. However, the practice isthat any
such withdrawa is only made with ‘cause’ or in exchange for compensation.

Community Development Quota

In Alaska a category of quota—Community Development Quotaor CDQ—has
been developed specifically to promote community access to fisheries development
opportunities.

Regionaly-held Quota

In some regions, quotais held in ablock by regiona organisations. Decisions about
how quotais used and how the benefits of this use are distributed are made by these
organisations through their normal channels of accountability and trangparency to the
regona congtituency.

Progressis dso being made in the
dlocation of Nunavut quotawithin
the territory. The emergence of
the BFC asamagjor quota holder
has had two effects. Arg, this
indugtry group has added another
voice cdling for amore equitable
share of adjacent socksto be
dlocated to Nunawut. Increasing
the political support, egpecialy
from industry, advoceting for
Nunavut interests represents
important progress. Secondly, the
BFC has brought a higher profile
to Nunawut fisheries, thereby
increasing public awareness of the
sector. While this may lead to
chalenges, it does achieve the
effect of bringing some important
issues onto the public agenda

Challenges
Mediating the issues around

access to quotafor the purpose of
earning royalty payments has
been carried out by the NWMB in
afairly successful manner, through
their “Allocation of Commercia

Marine Hsheries Quotas’ policy. Key elements of this policy address ownership (priority to
HTO/RWO companies) and socio-economic benefits (priority to proposasthat create
employment and other economic benefits to Inuit and others).

To address the chdlenge of a developing fishery, the NWMB emergng and exploratory
fisheries policy addresses the chalenge of dlowing entry while not foreclosing future entry
possiilities. The policy indicates that accessto exploratory/emerging fisheries should not be
exclusve to the firg applicant. Later-entering applicants with sronger adjacency, ownership
priority to HTO/RWO, and socio-economic benefits proposas may gain priority for quota
dlocation even if the original participant has longer history. A spedific element of the socio-
economic criteriais that “proponents for exploratory fisheries shal be encouraged to move
towards onshore processing and local employment.” Although the gpplication of this policy has

® This added-value would be in wages, crew shares, processing plant sdes, and vessel profits. Much of
the ‘landed-vaue’ and ‘totd sdes vadue’ can be reasonably expected not to enter Nunawut's
economy. Rather, it will ‘leak’ out of the economy through brokerage fees, vessel financing
and maintenance, non-Nunavut crew, fuel and supplies purchases, insurance costs and so on.
Leakage associated with offshore harvesting will be greater than that of on-shore processing.
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not yet been extensgively tested, by indicating these priorities, those groupsinterested in
gaining Nunavut quota know in advance they are best advised to develop their operationsto
meet these priorities.

In spite of these criteria, its not dear how enterprise viability decisons will be made. The first
sep in Nunavut involvement has typicaly been to gain quota and then broker this quotain
return for roydty revenues and crew postions. Quota revenues may be used for purposes
ranging from corporate profit, to HTO priorities, to fisheries development activities. Current
policy does not directly address criteriafor quota assignment based on how royalties are used.

The second gtep in development entails usng quota to increase direct involvement in fisheries
harves and/or processng activities. Cumberland Sound Fsheriesis involved in this area by
using quotato land fish at the Pangnirtung Fisheries plant. The use of quotato purchase or
joint-venture with vessel companiesto directly fish has not yet been successfully
demondrated. However, the BFC has gained the entire OA quota on the strength of a
commitment to achieve thisresult.

There do not seem to have been any proposals yet to gpply quotarevenuesto building and
supporting the operationa costs of new or existing processing plants.® Nor hasthere been any
public discusson of using royalty revenuesto build community-based harbour infrastructure
needed to support inshore fisheries development.

The NWMB criteriado not directly address the procedure for removing quotawhen stocks
dedine or shift out of aregion. While the exigting criteria will assst in this decison-making, the
issue of how much quota can be removed without making a busness unviable needsto be
congdered. This could influence the way in which quota-alocation decisons are made during
fishery expangon.

‘Quota-brokering whereby groupsthat hold quota do not fish it themselves but rather sell
the rightsto fish to vessel-owners is becoming a sensitive issue for the DFO. Particularly in the
shrimp industry where prices have dropped and margns are getting tighter, vessel operators
are asking why quota should be gven to interests who are not active fishermen—why not
provide quota directly to those who are going to fish it? This would help to improve the
gability of the fishing sector. However, in Nunavut quota is generaly—though not entirely—
assigned to communities through their HTOs, presumably to be used to achieve community
development benefits. This might be seen as a legtimate balance to the industry benefits
sought by established industry players.

Srategic Issues

- Hexibility is needed. Nunawut fisheries are in a developmental mode — may
gart with off-shore and royalty-based fishing, but the target seemsto be an
owner-operated inshore fishery once sKills, infrastructure, vessels, and
processing plants are in place. Re-allocation of quota is difficult, however, once
enterprises become dependent on them.

& Although Qikigtaaluk Corporation has suggested on its web ste that it is committed to building
processing plants, presumably based on roydty revenue generated from its shrimp quota.
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Inditutiona structures need to be seen to support common gods and to have
the capacity to broker disputes. Trangparency in policy, knowledge, and
decison-making is needed.

Policy needsto be developed on how quotawill be withdrawn from afishery
that experiences adedine in socks

Accountability for producing benefits beyond the enterprise that holds the quota
needsto be determined. Producing such benefitsis part of the alocation

criteria. However, reporting needsto be in place and consequences of missing
the conditions under which quota was assgned need to be understood.

Strategy Areas Related To Licenses and Quota

Srategy Area: Srategy To Continue Working Toward A Fair Share

Gaining access to afair share of Nunavut's adjacent marine fisheries should continue to be a
magjor priority. During the early period of development, this quota represents arevenue
sream that can serve asthe engne driving development. In the medium-term and longer-
term, Nunavut needs adequate quotain all areas of its adjacent fisheriesin order to develop
viable business plans. These may involve fishing in both the more northern and southern areas
of adjacent waters, aswell as potentially usng Nunavut quotato swap for southern quotain
order to maintain year-round fishing activities.

Recommendation:

16. Current effortsto gain an 80 to 90% share of quotain each of Nunawut's
adjacent fisheries should be continued on a priority and urgent basis. Thisis
the engine to drive fisheries development and is, therefore, the foundation to
building the future.

17. An advocacy and communications strategy is needed to support and focus
these efforts. IPAC has made the case, Senators and Members of Parliament
have reported in favour of Nunavut. This support needsto be crystallized
into action.

Srategy Area: Refining Criteria For Allocating New Quota And For Future Withdrawal Of
Quota

Didribution of new quota needsto be based on dear commitments on how this quota will be
used, and on subsequent transparency and accountability. Earlier recommendations on
dternative drateges for the use of royalty revenues should assst in developing the priorities
for quota use. This requirement for accountability smply reflects the nature of quotaasa
‘public good'.

Preparation adso needsto made for the potentid future withdrawa of quotain the event that
socks dedline. When shrimp or turbot TACs are reduced in Nunavut’s adjacent waters, will
DFO maintain historical shares, or will Nunavut interests have their shares reduced more
dowly than other participants?Its not too early to begin negotiating the process.
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The potentia that quota alocation could be carried out on the bads of ‘sage of development’
might aso be explored. The objective would be to enable current progressto be made
without foreclosing future, higher value, fisheries development due to lack of available quota

Recommendation:
18. Maintain the current alocation of OA offshore quotain a block in order to
generate the scale and flexibility needed to support srategic fisheries
development.

19. The anayses developed in Recommendation 11 should be used to refine
and ‘illusrate’ the criteria arising from exigting dlocation principles related to
economic dependence and ‘direct benefits. In addition, the alocation criteria
could provide greater detail in how the various criteria are weighed and
balanced.

20. Processes for withdrawal of quota should be developed in advance of the
Stuations that might make such withdrawal necessary. These need to be
prepared both for Nunavut quota managed by NWMB, aswell asfor DFO-
managed quota in adjacent waters.

Brubacher Development Strategies Inc. -37-



Nunavut Fisheries — Strategic Framework For Consultation

3.5 LABOUR MARKET DEVELOPMENT & TRAINING

Srategy Area: Improve Recruitment By Understanding Inuit Demand For Fisheries Work
Recommendation:

21. Detalled andysis of Inuit fisheries workers experience and expectations should be carried out for each of
Nunawut's fisheries sectors. This analysis should be factored into decisions on dternative fisheries
development grategies. Where choices are available, efforts should be focused on creating the kinds of jobs
Inuit prefer to hold. Matching demand with supply preferences should improve labour market success.

Srategy Area: Build Fisheries Labour Force Capacity Through Training

Recommendations
22. Traning programs need to be developed to address the most urgent labour supply issues. What are the
skills gaps that are costing N unavut the greatest lost opportunity?\When assessing the cost of training versus
the benefits to be derived, anaysis needs consider if the resources—both financia and trainees time—might
yield greater benefits in other sectors.

23. Training programs should be designed to be effective:

- Sart by building the fundamentals: literacy, life-skills, and education;
- Invest training in the right people;

- Adopt best training practices for Inuit; and,

- Take a career development orientation to training and recruitment.

Srategy Area: Understanding Workplace Dynamics To Improve Retention Of Workers

Recommendations.
24. Db retention grateges are needed for both the processing and offshore vessel sectors. These need to be
based on a good understanding of the workplace qualities sought out by Inuit workers and the critical issues
tha contribute to, or detract from, job retention.

Background to the issues

Labour market development includes addressing the ability of plants and harvesting companies
to find qudified people to carry out the work they provide. It aso addressesthe ahility of the
sector to create the kinds of work opportunities that Nunavummiut seek. A range of issues
mug be addressed. These include issues around recruitment, training, retention, workplace
sdfety, job creation versus mechanization. Work-lifestyle compatibility is aso addressed
here—how does fisheries work fit into various dimensions of Inuit culture and into the annua
round of wage and non-wage activities?

Recruitment is dways a chdlenge in asmall labour market. While employers may desre more
highly skilled entrants, individuals need some assurance that jobsin their field will be available
once they complete their education or training. Concerns have been raised in the pagt that
postions on offshore vessels were unavailable to new entrants, since returning workers got
priority. Thisin spite of the fact that some new entrants were thought to better fit the desired
profile of vessel workers—those who might choose to pursue advancement in the fishery. If
people are to be trained to take on higher-level postions, thistraining needsto lead to work
at the end of the line.

Recruitment and retention of appropriately skilled people is another component of labour
market development. Are people willing to remain in ajob long enough to build the full range
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of competencies required, to provide areasonable return on the training investment, and to
gain promotion to the next level of career promotion?

Hsheries provide opportunities for both men and women in traditiona postions. Typicaly,
men are involved in harvesting and women in processing jobs. The choicestha are made in
developing afishery can influence the baance between these gender-biased jobs.

Current progress

A wide range of training activities have been provided over the yearsin the offshore fisheries
sector. Courses have been provided through a partnership between Nunavut Arctic College
and the Marine Ingtitute, for example. A proposd for amaor long-term off-shore fisheries
training initistive has been developed by the BFC. The rationale for this program isto replace
non-Nunawut fisheries observers and vessel crew with Nunavut workers.

Training in the processng plants has been carried out in amore hands-on manner, with
managers showing how things are to be done ‘on-the-job’. Training activities have been
closely connected to fisheries development activities. Commercia divers training courses
successully led to certified divers now actively engaged in testing the feasibility of commercid
clam diving in Qikigtarjuag.

With respect to undergtanding the gender issues in the fishery, the current research being
carried out in Pangnirtung by Pauktutit should serve as a gart to incduding gender in fisheries
development planning.

Challenges
It iswell known that the positioning of Inuit in fisheries sector jobsis less than the available

opportunities would alow. However, it isaso known that the factors leading to this stuation
are complex. Inadequate skills certification is one factor, and training can address this.
However, other issues come into play. These are lesswell understood and the measuresto
mitigate them have not been well-developed. They may include preferencesrelated to
working in the community versus working on remote vessls, type of jobs preferred (e.g.
manual work versus management work), culture and language of the work-place, economic
earnings objectives, and o forth.

Training efforts need to be matched with recruitment drateges, to ensure that those who are
being trained match the profile for the kind of work they are being trained for. Retention
drateges are dso needed to ensure that trained individuals who do take up postions remain
in those postions.

Training efforts need to correspond to the potentiad return to Nunavut's economy that can be
expected from filling postions with N unavummiut. Some programs may be expected to add
to the net economic return to Nunavut by capturing agreater share of wages generated.
Others may fecilitate the development of entirely new fisheries sectors by filling management
or entrepreneuria postions that can Smply not be adequately filled by the current labour
force.

In Nunavut, asin other jurisdictions, gender-gpecific roles seem to be the norm. Men do most
of the harvegting, while women make up a mgority—but not al—of plant workers.
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Srategic Issues
- To what extent should efforts be made to match the kinds of jobs created in
Nunavut’s fisheries to the kinds of work that N unavummiut seek?

Who should choose which individuas are eligible for what kinds of training?
Should there be some kind of ‘profile’ matching, or evidence of previous
initistive in the fisheries?

Should Nunavut's fisheries development strategy specifically seek to create jobs
for both men and women?E.g., balancing harvedting postions with processng
postions?

Strategy Areas Related To The Labour Market

Srategy Area: Improve Recruitment By Understanding Inuit Demand For Fisheries Work
Nunavut's fisheries srategy should address not only the kinds of workers needed by the
exiging fisheries sector. It should also consider the kinds of jobs sought out by those who
make up the labour force. Congdering both labour ‘supply’ and job ‘demand’ will lead to a
wholigtic labour market gpproach to work in Nunawvut’s fisheries sector.

A labour market approach to fisheries development might mean that an assessment of Inuit
job demand should be used to influence—to the extent that is viable—the kinds of jobs that
fisheries development creates. This may influence the relative focus placed on inshore versus
offshore development, on male-dominated postions versus femae-dominated postions. It
may aso influence effortsto design workplacesthat are attractive to Inuit workers—
management styles, language use, workplace culture and so on.

Recommendation:

21. Detailed andysis of Inuit fisheries workers experience and expectations
should be carried out for each of Nunawvut’s fisheries sectors. This analyss
should be factored into decisons on dternative fisheries development
drateges Where choices are available, efforts should be focused on creating
the kinds of jobs Inuit prefer to hold. Matching demand with supply
preferences should improve labour market success.

Srategy Area: Build Fisheries Labour Force Capacity Through Training

On the ‘supply sde’ of the labour market, the focus should be on building a productive and
experienced workforce capable of supplying productive and cog-effective labour to the
fisheries sector. Thiswill involve both training initictives as well as, equaly, retention initiatives.

Aswith other sectorsin Nunawvut, labour force development needsto begin with the
fundamentas—literacy, life skills, and education. To fill positionsin the short term, srong
screening programs can be used to ensure that those who enter training sreams dready have
these fundamentasin place.

Recommendation:
22. Training programs need to be developed to address the most urgent labour
supply issues. What are the skills ggps that are cogting Nunawut the greatest
lost opportunity?When assessang the cost of training versus the benefitsto be

Brubacher Development Strategies Inc. -40 -



Nunavut Fisheries — Strategic Framework For Consultation

derived, anaysis needs condder if scarce resources—both financia and
trainees time—might yield greater benefitsin other sectors.

23. Training programs should be designed to be effective:

- Sat by building the fundamentals: literacy, life-skills, and educetion;
- Inved training in the right people;

- Adopt bed training practices for Inuit; and,

- Take acareer development orientation to training and recruitment.

Srategy Area: Understanding Workplace Dynamics To Improve Retention Of Workers
To date, only sparse and anecdota understanding of Inuit participation in fisheriesis available.
Lack of organized data hinders informed decision-making.

Recommendation:

24. Dbb retention drategies are needed for both the processng and offshore
vessl sectors. These need to be based on a good understanding of the
workplace qualities sought out by Inuit workers and the critical issues that
contribute to, or detract from, job retention.
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3.6 INFRASTRUCTURE

Srategy Area: Identifying And Funding Fsheries Infrastructure Priorities
Recommendation:

25. The NPWG should prepare a scoping study to identify infrastructure projects that will provide the highest
returns on capita investments under various fisheries development scenarios. These analyses should be
used to leverage fundsfrom DFO and DIAND to begin building infrastructure to support N unavut fisheries.

26. The need for marine infrastructure in Nunavut is severe. The federa government must step up to make
the needed invesments—as it hasin the rest of Canada Exigting federa resources such asthose of DFO’s
Small Craft Harbours program should be gpplied to meeting these needs.

Srategy Area: Building Fisheries Into Community Capital Planning

Recommendation:
27. Enaure that future fisheries opportunities are consdered when communities plan for their overal capital
infrastructure requirements. Specifically, link fisheries infrastructure planning to infrastructure requirements
for local marine access, for sedift re-supply and for cruise ship tourism planning.

Background to the issues

Infragtructure is critical to N unavut’s ability to play more than Smply a royaty-gatheringrole in
its fisheries. Thisincdudes basic processng plant and cold storage facilities. Inshore processing
requires the ability to land fish from large off-shore vessels, 0 docking and harbour facilities
are needed. Inshore harvegting requires safe docking and marine servicesto support inshore
boats. Both marine and air trangportation infragtructure is needed to get product to market.
The availability of marine services centres and cold-gorage warehouse and container fecilities
could provide the further potentia to provide goods and servicesto the offshore fleet.

Government investment in fisheries and harbour infrastructure has played a mgjor role in
fisheries development in al regions of Canada—outside of N unavut where no such
investment has ever been made. Without such investment, the Atlantic fishery would be
shadow of its current form—shore-based open boats landing smal amounts of product in
widely separated communities for low-value processing a small and inefficient plants.

For Nunawut, getting marine infrastructure in place is a key to releasing the potentia of the
inshore fishery and to capturing vaue from the offshore fisheries. Such infrastructure will lso
play akey role in improving the safety, and in fadilitating further development of other
important activities such as hunting, sealift re-supply, and tourism.

Current progress

Currently there are no harbours, ports, or marine facilities in N unavut communities. Hsh from
offshore vessels are paingtakingy unloaded over the sde into smal motor boats. This can only
be done a high tide. The downtime incurred by these expensve factory-freezer vesslsis
ultimately integrated into the cog of sdes from the plant.

Lack of docking facilities means that inshore vessels cannot be adequately harboured from the
weather and tides experienced in the arctic.
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A Smadl Craft Harbour Invesment Srategy has been developed by the GN to address some
of the redly basic needs such as breakwater development and docking facilities. Discussons
have been initiated with the federa government to begin funding these priority efforts.

Other mgor infrastructure needs—new processing plants, cold storage warehouses and
container facilities for example, have not yet undergone feashility or pre-feashility assessment,
dthough some of this assesament work is planned by the GN for the near future. Private
efforts have been undertaken, through the BFC, in the area of planning for offshore vessl
acquistion. Smilar feasibility planning for inshore vessels has been done in some
communities—not necessarily related to fisheries though.

Chalenges
Nunavut seemsto have been abandoned when it comesto federd investment in realy

fundamental economic infragtructure. This lack of attention is hard to comprehend in a
country that has deep commitmentsto principles of federalism and regiona equity. Is N unavut
part of the federa family or only a poor cousn?

Other regions of Canada benefit from massive, interndized trangportation subsdies (e.g. rail
and marine trangport sysems are critica components for many businesses and have been
highly subsidised). In Nunavut, the gpproach isto ‘externdize’ trangportation subgdies. Instead
of providing airline subsdiesto equalize trangportation cogs, businesses need to recover
trangportation costs through programs such as the Fsh Freight Subsdy.

Inadequate municipal infragtructure is aso abarrier to fisheries development. Processng plants
require clean water and place ademand on waste water treatment facilities. They may adso
place demands on other aspects of municipd infrastiructure related to ground trangportation,
international communications and broadband access, energy consumption and so on. One
concluson of arecent shrimp plant pre-feasbility analyss was that Nunavut’s capita city would
be unable to supply the needed fresh water required by such a plant without major
investment in this basis infragtructure.

The ‘local politics dimension of infrastructure planning may provide amgjor challenge for
decison-makers. Should infrastructure projects be used asameansto provide hew economic
opportunity to communities that lack other economic advantages, or should infrastructure be
built where the chances of success are mogt certain? A careful balance needsto be created
around thistengon. Regardless of the eventual response to this chalenge, communities that
gain infrastructure should be expected to demonsrate some level of accountability for results.

Srategic Issues

- Thereisacritical need for ‘convergence’ of infrastructure in order to make the
inshore sector work. Things need to happen in a coordinated way. The inshore
harvedting sector needs a market for their products—this requires processng
plants and cold gorage faclities.

To achieve an efficient scale of operation, these plants may require a supply of

offshore fish to ‘top-up’ what can be provided from the inshore fishery. This
implies the need for facilities capable of docking large factory vessels.
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To improve the economics of diverting off-shore vesselsto offload their catch,
marine services should be avallable. If the inshore harvest is vessel-based, then
vessels and vessel support fadilities are needed.

Different regions and different communities will have differing opportunities.
Therefore, planning is needed to assess these opportunities, and the
gppropriate infragtructure combinations needed to make things happen.

Strategy Areas Related To Infrastructure

Srategy Area: Identifying And Funding Fisheries Infrastructure Priorities

Accessto critica fisheries infrastructure—harbours, marine centres, cold storage facilities and
0 on—will enable Nunavut to capture additiond value from its adjacent resources. Some of
this infrastructure will be needed in order for inshore development to proceed. Some is useful
for both inshore and offshore development.

Recommendation:

25. The NFWG should prepare a scoping study to identify infrastructure projects
that will provide the highegt returns on capita investments under various
fisheries development scenarios. These analyses should be used to leverage
fundsfrom DFO and DIAND to begn building infrastructure to support
Nunawvut fisheries

26. The need for marine infragtructure in Nunawvut is severe. The federal
government must sep up to make the needed invesments—asiit hasin the
res of Canada. Exiging federd resources such asthose of DFO’s Small Crait
Harbours program should be gpplied to meeting these needs.

Srategy Area: Building Fisheries Into Community Capital Flanning
Hsheriesinfragtructure represents only a part of Nunavut communities tota infrastructure
development program. Srategic efforts need to be made to ensure that community capital
planning anticipates and then integrates fisheries infrastructure needsinto the larger picture.

Recommendation:

27. Ensure that future fisheries opportunities are consdered when communities
plan for their overal capital infragtructure requirements. Specificaly, link
fisheries infragtructure planning to infrastructure requirements for local
marine access, for sedift re-supply and for cruise ship tourism planning.
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3.7 BUSINESS CAPACITY AND SUPPORT

Srategy Area: Meeting The Business Management Needs For The Fisheries Sctor
Recommendation:

28. The potentia for developing afisheries management consulting service within N unavut—perhaps housed
within NDC or one of its subsidiaries—should be explored. Managerid expertise available within NDC plants
might be made accessible to other enterprises The am isto achieve the best use of scarce fisheries business
management resources. This may require training and hiring effortsto ensure that managers time is not
diverted to more ‘mundane’ tasks such as record-keeping and equipment maintenance.

29. 9mall independent businesses and HTOs should be provided resources and businesstraining to undertake
fisheries planning based on the best available knowledge of the industry.

Srategy Area: Assessing Fisheries Economics And On-Going Subsidies

Recommendation:

30. Use ‘net economic return to Nunavut’ in addition to ‘enterprise profit’ as an additiond frame for anayss. This
approach recognizes the public nature of the fisheries resource and the widely held expectation that this
resource should provide benefitsin terms of jobs and local harvesting opportunities and not only profits. The
andyses developed in Recommendation 11 should be used.

31. Abusness case andysis needsto be developed in order to determine the net cost or benefit of fisheries
subgdiesto the territoria government's bottom line.

32. Provide fundingto support well-documented pilot projects as a means of assessing the costs and benefits of
various inshore fisheries opportunities.
Srategy Area: Gaining Value Through Import Substitution

Recommendation:
33. Business planning in the fisheries sector should indude a consderation of strategies to market products within
the territory.

Background to the issues

Businesses can sometimes develop ‘spontaneoudy’ in response to new opportunitieswhen
the appropriate business climate exigs. This ‘dimate’ indudes awide range of policy and
indtitutiona arrangements such as good information, supporting infrastructure, financial
ingtitutions, monetary policy, a capable labour force, and awide range of other supports.

In emerging economic sectors, however, these busness prerequistes seldom fdl into place
just on their own. More commonly, business development is fecilitated by active public policy
and public investment that intervenesin various direct and indirect waysto create the
conditions required for entrepreneuria success. Business development, therefore, is subject
to grategic public policy and investment choices.

Assesdng the viability of an ‘enterprise’ dependsto a certain degree on the frame of reference
used to undertake the analysis. For private busness owners, this frame of reference will be the
individua business. If the business returns a profit, it is successul, if not, it is not viable. At a
community or societa level, however, the frame of anayds may be at alarger scde. Ifa
business—or anetwork of busnesses that combine to create a sector—generates a postive
net flow of wedth into a community or society, then it may be deemed to be successiul even
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if the more narrow anayss returns a negative viability result. Public cost-benefit analyses may
include the reduction in income support payments and the payment of income taxes on the
postive dde of abusness anayss.

These sodietd benefits do not directly benefit a private-sector business owner, however.
When private busness activities return postive net wealth to society, then it may be a
legitimate function of government to adjugt the ‘dimate’ for businessto ensure that these
business activities are reasonably profitable. In thisway there will be an incentive for
entrepreneurs—either asindividuas or as cooperative, community-owned entities—to
pursue these socidly beneficid opportunities. Clearly, the way in which business opportunities
are analysed may have an important impact on business feasbility assessments.

Business ownership and gructure is another sgnificant factor that can influence the direction of
development. Community-owned, co-op, or ‘congtituency controlled’ business models may
be more ready to accept benefits other than cash dividends in determining their on-going
support for abusness Thus, for example, Qikigtasluk Corporetion includesin its public
financid reporting the level of wagesit pays and the value of sub-contractsit letsto Inuit-
owned companies. Busness sructure can also determine an enterprise’s ability to recruit and
hire technical management expertise. Larger-scale operations may be able to absorb the
added cods of professona management, while smal companies may need to rely on localy
avallable capacity.

Current progress

Business development is needed if Nunavut isto capture more than just the royalty vaue of its
offshore stocks. The types of fisheries enterprises that should be developed, and the model
that should be used will depend on the way in which Nunavut decison-makers choose to
assess the viability of these businesses.

Currently the viability of both the char fishery and the entire processing sector is based on
policy related to subgdies and invesment in job creation. Char plants—both the publicly-
owned Nunavut Development Corporation plantsin Rankin Inlet and Cambridge Bay, and the
privately owned plant in Igaluit—rely on the fish freight subsdy to help offset Nunavut’s high
trangportation cogs. The NDC plants have dso required on-going subsdy payments.
Presumably this on-going support is being made on the bass of an economic andyss at a
higher level than the enterprise itself. These processing plants do provide a postive net
economic return to N unavut.

The current subsidy regime has enabled both char and turbot processngto proceed. These
plants contribute a tota of roughly $2 million in wages and fishermen income. Operating
subsdy levels for these plants fish processing operations tota roughly $650,000. The net
return to the Nunavut Government—reduced Income Support, increased persond income
tax—has not been assessed however. Thuswhile NDC subsidies provide aclear benefit to
Nunavummiut, the business case for the GN to support new subsdized plants has not yet
been made.

In the offshore, development has essentidly followed a ‘pog-Atlantic-expansion spontaneous
development’ model. Thisisto say that, once federa supports and indirect subsdies created a
capable offshore industry during the 1980s in the Atlantic provinces, these companies have
been dlowed to ‘gpontaneoudy’ engage themselves in the opportunities presented in
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Nunavut’s adjacent waters. Lacking the support other regions received in their development
periods, Nunavut interests have been left to gather royalty revenues in a non-entrepreneuria
mode.

Recent organisationd efforts through the NPWVG and establishment of the BFC have begun to
highlight the need to create conditions favourable for Nunavut business engagement in its
adjacent fisheries. The mogt important initiative here has been the award of alarge quota
block to the codlition. This has provided the critical mass of revenue needed to alow the
organisation to hire the management expertise needed to move toward business activity.

The NDC and GN have recently initisted a coordinated approach to ‘branding Nunavut's
arctic char products. Thisisintended to overcome the chalenges that each of the small
regiona plants face in carrying out their own marketing efforts independently from one
another.

Challenges
Subgdies seem to be abit of a ‘hot-button’ issue in Nunavut. Some seem to expect them to

be available for any and al business activities. Otherswould argue that business should either
be viable on their own under the exigting business dimate or not be pursued at al. Anding the
appropriate conditions for usng direct and indirect subsdy isamajor chalenge facing N unavut
decison-makers.

Part of this challenge is working with the historical subsdies that are dready in place. The
processing plants, for example, were initidly envisoned to become profitable businesses
following a short-term (five-year) period of subsdy. This did not happen and dthough these
businesses provide a net economic benefit to the territory, they do require an on-going cash
gream from the territorid government’s limited financid resources.

Unequa subsdy regmes between public sector (NDC-owned processng plants), quas-
private sector (BFC), and fully private sector (Igaluit Enterprises char plant, owner-operator
fishermen) has not been too contentiousin the past. For example, the private char plant in
Igaluit has developed a beneficid relationship with the subsdized N DC-owned plant in
Pangnirtung. However, this political cam could be disturbed in the future. Subsidy issues and
policy may need to be revisted a some point. Why should an NDC plant get job-creation
subgdies, while a private sector plant doesn't? Should inshore dam divers receive a subsidy for
the jobsthey create in diving?In processng the clams?Can subsdies ever be pulled back from
struggling enterprises and the enterprises left to fend for themselves economicaly? These are
gticky and highly political issues—yet & some point there needsto be at least a discussion of
the principles and objectivesthat are intended to guide Nunavut’s development subsidy
initistives.

Decisons regarding the dlocation of limited quota and of direct or indirect subsdies should be
made on the bagis of analyds of comparative returns at both the enterprise and community or
territorid levels. To date this anayds has not been done. As a consequence, decison-making
isgoing to be vulnerable to politica influence and it may be difficult to demongdrate to the
public why one option is preferred over some other option. Inuit organisationsin particular
seem to have a good comprehension of the nature of the multiple bottom-line benefits that
can be generated by enterprises—beyond the narrow enterprise ‘net income’ line.
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Management expertise is a scarce resource in Nunavut’s amaller communities. Asa
consequence managers need to be brought in to provide entrepreneurial and organisationa
direction. The cogts associated with this influence the size of enterprises that can become
viable, with the preference going toward larger over smaller businesses. Yet Nunavut's small
and widely dispersed markets, resources, and communities would seem to better support
gmaller busnesses

Srategc Issues

- Clear principles need to be egablished to guide business development
decisons To gtart with, agreement should be egtablished regarding the
analytical frame to be used in assessing the benefits of dternative business
gpproaches.

A profitable busness may yield alower net economic benefit to the territory
than an unprofitable business. Thisis clearly the case with quota brokerage
businesses versus processing busnesses. It may be the case with onshore
processing versus offshore fishing. The anaysis needsto be done. To what
extent can the business dimate be adjusted to dlign enterprise profitability with
socid benefits so that entrepreneurs choose to pursue the opportunities most
beneficid to N unavummiut?

Management issue: The NDC can offer important coordination and supportive
management functions for its subsidiary companies. Can these services be
expanded in order to lower the management costs of individua small plants?

This part of the strategy should provide guidance to decisons about where and
how to dlocate scarce public resources and how to design incentivesto move
private resources in desred directions.

Strategy Areas Related To Business Capacity and Support

Srategy Area: Meeting The Business Management Needs For The Fsheries Sector
Nunavut has not yet generated adequate ‘in-house’ managerid or entrepreneuria expertise
required to organise fisheries enterprises. As a consequence, appropriate skills need to be
recruited from outside the territory. This may be achieved either by hiring staff or contracting
out the needed support. The cogs involved with either option will influence the size of
enterprise that islikely to be viable.

Snadler, independent fisheries businesses aswell as HTOs will require business planning and
enterprise management capabilities as they emerge. Existing small business programs and local
community economic development officers can assgt here. However these service providers
may themselves need support to understand the fisheries sector and the opportunities it
presents.

Recommendation:
28. The potentid for developing a fisheries management consulting service within
N unavut—perhaps housed within NDC or one of its subsdiaries—should
be explored. Manageria expertise available within NDC plants might be
made accessble to other enterprises. The am isto achieve the best use of
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scarce fisheries business management resources. This may require training
and hiring efforts to ensure that managers time is not diverted to more
‘mundane’ tasks such as record-keeping and equipment maintenance.

29. Small independent businesses and HTOs should be provided resources and
business training to undertake fisheries planning based on the best available
knowledge of the indugtry.

Srategy Area: Assessing Fsheries Economics And On-Going Subsidies

Hsheries provide important employment opportunities in communities with processing plants.
These plants dso provide amarket for locdly and regionaly fished char and turbot, and may
support additiond inshore fisheries in the future. However, processing plants often require
on-going subsidy since northern costs are high and scale-of-operation is small. They may aso
require access to offshore fish in order to maintain operations when inshore fishing results are
variable (asisthe case with ice-fishing in Pangnirtung).

In order to assesswhether potentid fisheries enterprises are worth pursuing, and to carry out
comparative anaysis needed to set priorities, business feashility should be carried out a a
higher level than only the enterprise itself.

Recommendation:

30. Use ‘net economic return to Nunavut’ in addition to ‘enterprise profit’ asan
additiond frame for analysis. This approach recognizes the public nature of
the fisheries resource and the widely held expectation that this resource
should provide benefits in terms of jobs and loca harvesting opportunities
and not only profits. The andyses developed in Recommendation 11 should
be used.

31. Abusness case andysis needsto be developed in order to determine the
net cog or benefit of fisheries subgdies to the territorid government's
bottom line.

32. Provide funding to support well-documented pilot projects as a means of
assessing the cogts and benefits of various inshore fisheries opportunities.

Srategy Area: Gaining Value Through Import Substitution

Getting fish out of the water and packaged in aform that can be sold adds only about half of
the value that these fish represent by the time they get to the consumers table. Depending on
how these fish are caught and where they are processed, much of this “wholesde” vaue
never enters N unavut's economy.

Capturing the retaill mark-up by selling N unavut fisheries products ingde the territory can
significantly add to the totd value of the sector. Snce mos of Nunavut’s food supply is
imported from the south, retail purchase of fish products represents a subgtitution of imported
foodswith Nunavut product. This adds value to the territorid economy.

Recommendation:
33. Bugness planning in the fisheries sector should include a consderation of
drategies to market products within the territory.
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4.0 SUMMARY OF RECOMMENDATIONS

4.1 SCIENCE AND CONSERVATION
Srategy Area: Building Conservation Into The Sector—Getting The Incentives Right

Recommendations.

1. Busness planning for fishing in N unavut's adjacent waters, as well as for
inshore harvesting, need to include an assessment of the potentid pressures
that proposed developments will place on the resource. This analyss should
include an assessment of risk that failure in one area of the plan (say, declining
market prices or increasing interest rates) may have on demand on the
resource. Once mgor funding commitments have been made and
livelihoods developed, political pressure has been known to ‘trump’
conservation concerns.

2. The current control of the OA fishery by Nunawvut interests should be
guaranteed, even if choices are made to fish using conservation methods that
harves below the Tota Allowable Catch (TAC). Avoid a ‘fish-it or lose-it’

policy.

Srategy Area: ANunawt Fsheries Stience Agenda—Need For Federal Support

Recommendations.
3. The Nunavut Fisheries Working Group (NFWG) and DFO should develop a
Nunavut Fsheries Stience Agendato address drategicaly important research
areas, induding fundamenta marine ecosystem and hydrographical research,
research needed to assess and model dimate change impacts, research in
support of inshore and offshore industry development, and research related
to the conservation and domestic and commercia use of arctic char.

4. The NFWG and DFO should design a multi-year funding Srategy to
implement the N unavut Fsheries Science Agenda. This strategy should
incorporate both federa aswell as indugtry funding commitments, and
should address issuesrelated to both the char aswell as marine fisheries.
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4.2 ORGANISATIONAL CAPACITY AND GOVERNANCE
Srategy Area: Transparency And Accountability In Use Of Public Resources

Recommendation:

5. Condderation should be given to requiring recipients of Nunavut quotato
share enough information about their activities to alow an assessment of the
net economic return to Nunavut arising or reasonably expected to arise from
the quota The reaults of this assessment should be made available for public
congderétion.

6. Areview of the membership, ownership, structure and level of public
accountability of the Baffin Fisheries Codition should be carried out in order
to srengthen the organisationa effectiveness of Nunavut's fisheries
development ‘champion.’

Srategy Area: Engaging DFO

Recommendation:
7. Begin aprocess of DFO re-engagement by involving the department in
srategy consultations and by separating on-going dlocation negotiations from
discussonsrelated to areas of common intered.

8. Workto create a higher political profile for N unavut within DFO by
advocating to bring Nunavut's fisheries files within one centraized office of
the department— not spread between various regiona and centra offices.

Srategy Area: Management For Inshore Development—Seeking Smergies

Recommendation:

9. Management capacity from loca processing plants could provide the on-
going entrepreneurial and managerial guidance needed for the inshore
fishery. Continue to support emergng fisheries on a pilot bassin order to
determine their ‘technicd’ viability. Include this information when assessing
the potentia returns of building new processng plants—looking for potential
synergies in terms of shared management capacity.

Srategy Area: Coordination Of Marketing

Recommendation:

10. Expand effortsto coordinate the creation and promotion of a‘crigp and
clean’ Nunavut brand targeted at markets both within Nunavut as well asin
srategc high-value export markets. This brand should be available both to
the exigting Nunavut Development Corporation (NDC) plants, aswell asto
independent producers who are able to meet the brand andards.
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4.3 REVENUE GENERATION AND FUNDING
Srategy Area: Using Quota Royalty Revenues To Achieve Development Objectives

Recommendation:

11. Before financid commitments are made based on OA turbot quota, each of
the different ways quota can be used to generate benefits for N unavummiut
should be carefully analysed. The analyss should consder sensitivity to risks,
digribution of benefits, labour market development, and other factors.

12. Hfortsto develop aviable busness plan that encompasses both offshore
harvegting with inshore harvesting and processing—perhaps under severad
diginct enterprises—should be undertaken. This process will help to map
out adevelopment pathway to achieve medium and long-term godls.

Srategy Area: Gaining Access To Federal Aboriginal Fisheries Development Programs

Srategic Recommendation:
13. DFO should include Nunawvut Inuit in its programs designed to support
Aborigind fisheries development and fisheries management capacity-building.

Srategy Area: Generating Funds For Arctic Fisheries Development

Srategic Recommendation:
14. Keep quotatogether as much as possible. Thiswill dlow the revenue-
generating aspect of quota (selling it to generate royaties) to be applied
toward drategc development priorities.

15. Prepare aconcept paper outlining anew ‘arctic fisheries model that reflects
the Inuit interest and the ‘public good’ value of arctic fisheries. This model
would egablish aresource ‘rent’ payment from NSA, Zone | and Zone |l
fisheriesthat reflectsthe ‘public’ and ‘Inuit’ interest in the fisheries resource,
under the land claims agreements. These ‘resource access fees would flow
to some new, publicly accountable entity tasked to achieve science and
development objectives.
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4.4 LICENSES AND QUOTA (‘ACCESS AND ALLOCATION’)
Srategy Area: Srategy To Continue Working Toward A Fair Share Of Allocation

Recommendation:

16. Current effortsto gain an 80 to 90% share of quotain each of Nunawut's
adjacent fisheries should be continued on a priority and urgent bass. Thisis
the engine to drive fisheries development and is, therefore, the foundation to
building the future.

17. An advocacy and communications srategy is needed to support and focus
these efforts. IPAC has made the case, Senators and Members of Parliament
have reported in favour of Nunavut. This support needsto be crystallized
into action.

Srategy Area: Refining Criteria For Allocating New Quota and For Future Withdrawal of
Quota

Recommendation:
18. Maintain the current alocation of OA offshore quotain a block in order to
generate the scale and flexibility needed to support srategic fisheries
development.

19. The anayses developed in Recommendation 11 should be used to refine
and ‘illugtrate’ the criteria arising from exigting dlocation principles related to
economic dependence and ‘direct benefits. In addition, the alocation criteria
could provide greater detail in how the various criteria are weighed and
balanced.

20. Processes for withdrawal of quota should be developed in advance of the
Stuations that might make such withdrawal necessary. These need to be
prepared both for Nunavut quota managed by NWMB, aswell as for DFO-
managed quota in adjacent waters.
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45 LABOUR MARKET
Srategy Area: Improve Recruitment By Understanding Inuit Demand For Fisheries Work

Recommendation:

21. Detailed andyss of Inuit fisheries workers experience and expectations
should be carried out for each of Nunawvut’s fisheries sectors. This analyss
should be factored into decisons on dternative fisheries development
drateges Where choices are available, efforts should be focused on creating
the kinds of jobs Inuit prefer to hold. Matching demand with supply
preferences should improve labour market success.

Srategy Area: Build Fisheries Labour Force Capacity Through Training

Recommendation:

22. Training programs need to be developed to address the mogt urgent labour
upply issues What are the ills ggps that are costing Nunawut the greatest
lost opportunity?When assessang the cost of training versus the benefitsto be
derived, anaysis needs condder if scarce resources—both financia and
trainees time—might yield greater benefitsin other sectors.

23. Training programs should be designed to be effective:

Sart by building the fundamentals: literacy, life-skills, and education;
Invest training in the right people;

Adopt begt training practices for Inuit; and,

Take acareer development orientation to training and recruitment.

Srategy Area: Understanding Workplace Dynamics To Improve Retention Of Workers

Recommendation:

24. Dbb retention drategies are needed for both the processng and offshore
vese| sectors These need to be based on a good undergtianding of the

wor

kplace qudlities sought out by Inuit workers and the critica issues that

contribute to, or detract from, job retention.
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4.6 INFRASTRUCTURE
Srategy Area: Identifying And Funding Fisheries Infrastructure Priorities

Recommendation:

25. The NRWG should prepare a scoping study to identify infrastructure projects
that will provide the highest returns on capita invesments under various
fisheries development scenarios. These analyses should be used to leverage
fundsfrom DFO and DIAND to begn building infrastructure to support
Nunavut fisheries

26. The need for marine infrastructure in Nunavut is severe. The federd
government must step up to make the needed invesments—asit hasin the
res of Canada. Exiging federd resources such asthose of DFO’s Small Crait
Harbours program should be gpplied to meeting these needs.

Srategy Area: Building Fisheries Into Community Capital Flanning

Recommendation:

27. Enaure that future fisheries opportunities are consdered when communities
plan for their overal capital infrastructure requirements. Specifically, link
fisheriesinfragtructure planning to infrastructure requirements for local
marine access, for sedlift re-supply and for cruise ship tourism planning.
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4.7 BUSINESS CAPACITY AND SUPPORT
Srategy Area: Meeting The Business Management Needs For The Fsheries Sector

Recommendation:
28. The potentid for developing a fisheries management consulting service within

N unavut—perhaps housed within NDC or one of its subsdiaries—should
be explored. Manageria expertise available within NDC plants might be
made accessble to other enterprises The am isto achieve the best use of
scarce fisheries business management resources. This may require training
and hiring efforts to ensure that managers time is not diverted to more
‘mundane’ tasks such as record-keeping and equipment maintenance.

29. Small independent businesses and HTOs should be provided resources and
busness training to undertake fisheries planning based on the best available
knowledge of the indugtry.

Srategy Area: Assessing Fsheries Economics And On-Going Subsidies

Recommendation:

30. Use ‘net economic return to Nunavut’ in addition to ‘enterprise profit’ asan
additiond frame for analysis. This approach recognizes the public nature of
the fisheries resource and the widely held expectation that this resource
should provide benefitsin terms of jobs and loca harvesting opportunities
and not only profits. The andyses developed in Recommendation 11 should
be used.

31. Abusness case andysis needsto be developed in order to determine the
net cos or benefit of fisheries subsdiesto the territorial government’s
bottom line.

32. Provide funding to support well-documented pilot projects as a means of
assessing the cogts and benefits of various inshore fisheries opportunities.

Srategy Area: Gaining Value Through Import Substitution

Recommendation:
33. Bugness planning in the fisheries sector should include a consderation of
drategies to market products within the territory.
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