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Preface

The Northern Outlook (December 2009) was prepared by 

Marie-Christine Bernard, Associate Director, National 

and Provincial Forecast, under the general direction  

of Glen Hodgson, Senior Vice-President and Chief 

Economist. Contributors include Sabrina Browarski, 

Todd A. Crawford, Jacqueline Johnson, Alicia Macdonald, 

Prince Owusu, and Kris Shaw. The internal reviewers 

were Peter Wilson and Ashley Sisco.

The forecast for the three territories and the accom-

panying report will be prepared biannually. The report 

examines the economic and fiscal outlook for each of the 

territories, including output by industry, labour market con-

ditions, and the demographic make-up of each territory.

The Northern Outlook is just one of the initiatives of 

the Centre for the North, a five-year, multimillion-dollar 

program of consultation, research, and dialogue, designed 

to provide insights into how Canada can best address 

the challenges and opportunities in its Northern regions. 

The Centre will help leaders from all sectors—Aboriginal 

communities, government, and industry—achieve a 

shared vision of sustainable prosperity in the North.
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The Conference Board of Canada (CBoC) has 

developed an economic and fiscal forecasting 

model for the three Northern territories. The 

Northern Outlook report will be published biannually. The 

report examines the economic and fiscal outlook for 

each of the territories, including output by industry, labour 

market conditions, and the demographic make-up of each 

territory. The Northern Outlook project is just one of 

the initiatives spearheaded by the Centre for the North.

The CBoC has been producing medium-term (five-year) 

economic and industrial model-based forecasts for Canada 

and the provinces for almost 30 years. In addition, for 

the past 15 years, we have produced long-term (20-year) 

forecasts for macroeconomic and industrial data at the 

national and provincial levels.

The new annual Territorial Forecasting Model (TFM) con-

sists of just over 300 equations of which about half are 

behavioural. The TFM disaggregates real territorial gross 

domestic product into roughly 25 categories, which are 

determined by an input-output structure. Labour produc-

tivity and the current level of industrial output determine 

employment by industry. Standard econometric techniques 

were employed to derive empirical relationships between 

variables. In some cases, data restrictions forced the 

CBoC to employ calibration techniques to estimate key 

relationships among economic variables in the model. 

There are three ways to calculate the GDP for an  

economy—adding up expenditures, income earned,  

or the value-added of each industry sector. The TFM 

model forecasts real value-added in the economy (referred 

to as GDP at basic prices) as well as all components of 

both expenditure and income. Real value-added GDP 

represents the volume of goods and services produced in 

the economy, added up using a common base year for 

prices, which has been set by Statistics Canada as 2002.

The TFM model was used to produce a 10-year eco-

nomic outlook for Nunavut, Yukon, and the Northwest 

Territories (up to the year 2020). The model relies on a 

consistent set of assumptions formed from our World, 

Canadian, and Provincial forecasts, and ongoing mon-

itoring of international, national, and territorial events. 

Various sources are utilized in the construction of the 

historical data, but the main data source is the annual 

Provincial and Territorial Economic Accounts (PEA) 

from Statistics Canada. 

The Northern Outlook report can be accessed online 

at www.e-library.ca, and for clients subscribing to 

e-Data, at www.conferenceboard.ca/edata.htm. For 

more information, please contact our information spe-

cialist at 613-526-3280 or 1-866-711-2262, or e-mail 

contactcboc@conferenceboard.ca.

Glen Hodgson 

Senior Vice-President and Chief Economist 

The Conference Board of Canada

Foreword
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Nunavut’s near-term economic outlook will be 

heavily influenced by mining developments. 

Nunavut’s economy is sensitive to projects 

starting up and finishing, and these fluctuations certainly 

explain the territory’s experiences this past year. Most of 

the $650-million investment in the Meadowbank gold 

mine had been spent by the middle of 2009. According to 

Statistics Canada’s annual survey of private and public 

investment intentions, capital expenditure in the mining 

sector were cut by 62 per cent in 2009. The medium- 

and long-term outlook for Nunavut is much brighter. The 

largely untapped mining resources provide much potential 

for the economy to expand, and strong population growth 

will continue to supply workers and a healthy demand 

for goods and services. Meanwhile, the large public 

administration sector will continue to provide stability 

to the economy over the forecast.

Medium-Term Outlook

Mining
There were no mines in operation in 2009, but that situa-

tion is set to change. Agnico-Eagle’s Meadowbank mine 

outside of Baker Lake is on track to begin commercial 

production in the first quarter of 2010, reigniting the 

mining industry in Nunavut. Development of this project 

has provided jobs for many people in Nunavut and will 

continue to benefit the economy as gold, machinery, 

equipment, and workers are transported to and from the 

site. Indeed, this $650-million project provided a strong 

boost to construction output in 2008. 

The largely untapped mining resources provide much 
potential for the economy to expand.

Due to skills shortages among the local population, 

Nunavummiut account for only a fraction of the mining 

workforce in Nunavut. For instance, Agnico-Eagle’s 

aim is to use local workers to fill between 15 per cent 

and 20 per cent of the Meadowbank jobs. The rest will 

have to be filled by workers from outside the territory. 

Including mining services, Nunavummiut will make up 

39 per cent of those employed in the mining industry 

next year. By 2020, more than half will be Nunavummiut. 

(See Chart 1.) This increase is partly due to non-resident 

workers taking up residency, but also to greater training 

opportunities in the mining sector for Nunavummiut, 

resulting in a more skilled local workforce. In the 

Hot Mining Potential  
Drives Growth

Nunavut	 Sabrina Browarski and 
Jacqueline Johnson

Chapter Summary
�� Agnico-Eagle’s Meadowbank mine is on track 

to begin commercial production in the first 
quarter of 2010, reigniting the mining industry 
in Nunavut.

�� Mineral exploration will recover in line with 
firmer commodity prices. 

�� Strong population growth will supply the 
economy with a larger pool of labour and cre-
ate increased demand for goods and services.
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meantime, local employment in services and transporta-

tion will grow as the mine begins production, but min-

ing companies will have to rely on workers from other 

areas of the country for the higher-skilled mining jobs.

Developing a mining project in Nunavut is not without its 

difficulties and unique challenges. Up until very recently, 

there was a lack of proper geological mapping, for 

instance. Also, mineral sites are not accessible by rail 

or road, and access by air or water requires airport and 

marine port construction before mines can be developed. 

On top of the already steep price of construction in the 

North, these factors push site development costs even 

higher. Furthermore, transporting all the equipment, the 

workers, and finally the mineral itself to and from markets 

in the South may deter developers completely. 

Nonetheless, rising mineral prices in recent years boosted 

exploration across the territory. Between 2003 and 2008 

(when activity reached its peak), exploration and deposit 

appraisal expenditures in Nunavut increased from just 

under $100 million a year to $432.6 million.1 There are 

currently over half a dozen sites being seriously con-

sidered for development. However, the difficulty in 

1	 Natural Resources Canada, federal-provincial-territorial Survey 
of Mineral Exploration, Deposit Appraisal, and Mine Complex 
Development Expenditures. October 2009.

obtaining financing and the lower mineral prices have set 

development plans back—considerably in many cases. 

Companies spent just an estimated $175.6 million in 

2009 on exploration and deposit appraisals, according 

to Natural Resources Canada. (See Chart 2.) Access to 

funding has been a serious problem due, to a large degree, 

to low commodity prices. But this situation is already 

turning around. Copper, zinc, and silver prices have 

rebounded since the market bottomed out early in 2009. 

The price of gold took off when the recession hit, since 

people traditionally turn to gold as a store of wealth 

during times of economic upheaval. So while many of 

these projects have been downgraded or delayed, future 

prospects for development remain bright.

Copper, zinc, and silver prices have rebounded since  
the market bottomed out early in 2009. 

While it is only a matter of time before more mines are 

developed, many of the projects that looked probable 

early in 2008 have faced major setbacks. Oz Minerals 

has postponed development and feasibility studies for both 

its Izok and High Lake sites. The $4.1-billion Mary River 

project needs financiers. Newmont Mining has scaled 

back construction and is evaluating different options for 

its Hope Bay project. Although Comaplex Minerals has 

curbed spending at the Meliadine gold deposit, because 

of its sound financials and with gold prices high, it has 

been included in the mining forecast, with production 

assumed to start in 2016.

Chart 1
Many New Jobs Will Go to Non-Residents
(mining jobs)

f = forecast
Sources: The Conference Board of Canada; Statistics Canada.
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Spending on Exploration and Deposit Appraisal
($ millions)
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Source: Natural Resources Canada.
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Construction
Construction has been, and will continue to be, highly 

influenced by mine site development. Construction 

surged over 2007 and 2008 with the development of  

the Meadowbank mine. Additionally, the public sector 

allocated a lot of funds to new schools, hospitals, and 

public housing construction over the same period. With 

the completion of Meadowbank, construction will see  

a string of declines. The biggest drop will be in 2009, 

as construction is estimated to have dropped by 46.7 per 

cent. There is an upside risk to the construction outlook 

in 2009 as capital expenditures at the Meadowbank 

mine did not retreat significantly. Construction will 

surge again during the construction of the Meliadine 

mine starting in 2014. (See Chart 3.)

A severe housing shortage has gripped Nunavut for several 

years. In 2004, the Nunavut Housing Corporation esti-

mated that 3,000 affordable housing units would need 

to be built in order to reduce overcrowding to levels on 

par with the rest of Canada.2 There has been some effort 

to close the gap over the past five years. Since that 2004 

report, residential investment has more than doubled, going 

from $24 million to $50 million in 2008. Because of 

strong population growth, however, this investment only 

2	 “Overcrowded” housing is defined as more than one person  
per room of a dwelling. Thirty-nine per cent of Inuit live in over-
crowded housing, according to the 2006 Aboriginal Peoples 
Survey carried out by Statistics Canada.

maintains the status quo. Nominal residential investment 

is forecast to increase 3.2 per cent compounded annually 

over 2009 to 2020. There is upside risk to the construc-

tion outlook if more significant investment is made in 

the housing sector. 

Labour markets in Nunavut were relatively isolated from 
the global downturn in 2009 compared with those in other 
regions in Canada.

Service Sector
Public administration is currently the largest sector  

in Nunavut and is the largest employer for 2,442 

Nunavummiut. After the territory was created back in 

1999, the public sector experienced strong growth as 

the government built itself up to handle the demands of 

governing a territory. In 2009, with no mines in commer-

cial operation and with construction at the Meadowbank 

property almost complete, the public sector (i.e., public 

administration and non-commercial services, such as 

social services, health care, and education) accounted for 

half of all economic activity in Nunavut. Public adminis-

tration output will continue to provide stability to the 

economy, growing 3.5 per cent in 2009 and recording 

an average annual compound growth of 1.9 per cent 

over 2009–20. Non-commercial services output will 

benefit from strong population growth over the forecast 

and will expand at an average annual compound rate of 

2.8 per cent. By 2020, 2,900 residents are expected to 

be employed in public administration.

Labour markets in Nunavut were relatively isolated 

from the global downturn in 2009 compared with those 

in other regions in Canada. Nonetheless, with comple-

tion of the Meadowbank mine, employment dropped  

by an estimated 2.4 per cent in 2009, led by the loss of 

345 jobs in the construction industry. (See Chart 4.) In 

2010 employment will grow in every sector except con-

struction, and that will drive up real commercial services 

output by 1 per cent. The unemployment rate will remain 

in the double digits over the forecast as young people 

continue to enter the labour force.

Chart 3
Mining Projects Bump Up Construction
(construction output, 2002 $ millions)

f = forecast
Sources: The Conference Board of Canada; Statistics Canada.

199
9 01 03 05 07 09

f
11

f
13

f
15

f
17

f
19

f
50

100
150
200
250
300



4  |  Northern Outlook—January 2010

Find this report and other Conference Board research at www.e-library.ca

Retail sales were up 4.4 per cent year-to-date in 

September 2009, the strongest performance in Canada. 

Consumption of goods rose by an estimated 5.1 per 

cent in 2009, while consumption of services increased 

3.7 per cent. Strong consumer demand will continue in 

the coming years due to the development of the mining 

industry and solid population growth. 

Long-Term Outlook

Demographic Outlook 
Along with resource development, Nunavut’s economic 

activity will also be driven by its strong population growth, 

which will supply the economy with a larger pool of 

labour and also create an increased demand for goods 

and services. Population will grow at an average com-

pounded annual rate of 1.4 per cent between 2009 and 

2020, compared with 1 per cent for Canada as a whole. 

The factors that influence Nunavut’s population outlook 

include migration flows, high fertility rates, and its 

youthful population.

A steady stream of people will leave Nunavut for other 

provinces, territories, and countries over the forecast. This 

has been an ongoing trend over Nunavut’s short history. 

Even with the development of the mining industry, there 

will not be enough economic opportunities to keep 

Nunavummiut from leaving the territory. About 25 to 

30 net residents will leave the country every year over 

the next 10 years. Interprovincial migration will result 

in a net average of 145 residents leaving the territory 

for other territories or provinces within Canada each 

year over 2009 to 2020.

At 2.8 births per woman, Nunavut has the highest fertility 

rate of all provinces and territories in Canada. Furthermore, 

it is the only jurisdiction where the fertility rate exceeds 

the natural replacement rate of 2.1 births per woman. 

Despite the constant outflow of population to other 

parts of Canada and to other countries, the population 

will continue to grow, thanks to this high fertility rate.

Population will grow at an average compounded annual 
rate of 1.4 per cent between 2009 and 2020, compared 
with 1 per cent for Canada as a whole. 

A striking difference between Nunavut’s demographic 

structure and Canada’s as a whole is age. (See Chart 5.)

Canada is facing an aging population that will slow 

economic growth in two ways: as workers retire, they 

will no longer be contributing to economic growth; and 

as more people become dependent on social security 

and health-care services, the burden on existing workers 

to provide these services will increase. Nunavut will not 

have this problem. Canada’s proportion of people aged 

65 and over will climb from 14 per cent to 18 per cent 

over the forecast period. For Nunavut, that age cohort 

will see its share of the population rise from 3 per cent 

today to 4 per cent by 2020. 

Rather than having to provide for a large elderly popu-

lation, the working-age residents of Nunavut will instead 

have to support many children. Currently, over 40 per 

cent of Nunavummiut are younger than 15 years of age, 

compared with only 17 per cent in Canada as a whole—

and these proportions will decline only slightly over the 

next 10 years. Combining the under-15 dependants with 

the over-65 dependants, Canada’s dependency ratio grows 

over the forecast, while Nunavut’s actually falls.

Chart 4
Employment Set to Recover
(per cent)

f = forecast
Sources: The Conference Board of Canada; Statistics Canada.
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Industry Analysis
Construction of the Meliadine West gold mine is expected 

to start in 2014, with production beginning in 2016.3 

Nunavut will have two mines in operation concurrently 

for about four or five years (until Meadowbank reaches 

its end of life), which will help boost income and mineral 

production for the territory. In 2019, GDP per capita 

will surge to $41,500 (from its current $31,700). Since 

non-resident workers will make up a sizable proportion 

of the mining workforce, much of the income will flow 

out of the territory; furthermore, the Government of 

Nunavut will not benefit from income taxes from these 

non-residents. Nonetheless, the government sector will 

benefit from higher corporate tax revenues.

Prospects for the mining industry are positive in the 

long term. Indeed, there are several projects in the works 

that were not included in the forecast but may begin 

production in the next 10 years. The financial crisis has 

forced all mining companies to re-evaluate their plans 

and many to hold back on major developments for the 

time being. There remains a tremendous amount of 

uncertainty in the mining industry. There is an upside 

risk from mining projects that have not been included in 

this forecast scenario reaching the construction or even 

the production stage over the next 10 years. 

3	 The timeline is an estimate on the part of the Conference Board.

Public Accounts
Nunavut is expected to post some improvement in terms 

of the financial health of its public purse over the fore-

cast horizon. Between 2009–10 and 2020–21, the terri-

tory’s budgetary balance is forecast to quadruple, rising 

from a $20.4-million surplus in the current fiscal year 

to $83 million by 2020–21. Cumulatively, a series of 

modest annual budgetary surpluses will contribute to  

a net negative territorial debt in excess of $1.3 billion, 

providing options to territorial authorities in terms of 

spending and fiscal policy improvements over the fore-

cast horizon.

Between 2009–10 and 2020–21, the territory’s budget-
ary balance is forecast to nearly triple, rising from a 
$20.4-million surplus in the current fiscal year to  
$83 million by 2020–21.

Average annualized compound growth in total own-source 

revenues will be relatively moderate—only 4.6 per cent 

over the forecast (due to the fact that implicit personal 

and corporate tax rates have been kept low in order to 

make Nunavut competitive with other jurisdictions). 

Agnico-Eagle Mines Limited has invested $620 million 

since 2006 in getting the Meadowbank gold mine up 

and running, and construction and development of the 

Chart 5
Nunavut’s Population Will Remain Youthful
(population by age cohort)

Sources: The Conference Board of Canada; Statistics Canada.
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Meliadine West gold project—valued at $300 million—

will take place over 2014 to 2016. Transfers from the 

Government of Canada will account for 91 per cent of 

the increase in Nunavut’s total territorial revenues over 

the forecast period. While this forecast did not include 

the possibility of devolution (the transfer of more pow-

ers and responsibilities from the federal to the territorial 

government), it can be reasonably expected that royalties 

from mines on non-Inuit-owned land would flow to the 

Government of Nunavut with such a regime change.

Nunavut’s expenditures will grow in line with historical 

levels, at an average annualized compound rate of 5.7 per 

cent between 2009–10 and 2020–21. Spending on health 

care and social services will rise strongly throughout 

the forecast period, growing at an average annual com-

pound rate of 5.8 per cent. Similarly, robust infrastructure 

spending will drive up other program spending, which 

will also grow at an average annual rate of 5.8 per cent. 

Due to Nunavut’s youthful population, education spending 

will increase on average by 3 per cent per year. Since 

health care, social services, and infrastructure expendi-

tures will be growing at a faster rate than education 

spending, education’s share of total spending will fall 

from 18.2 per cent this fiscal year to 13.7 per cent by 

2020–21, even though the school-aged population will 

be expanding.

The Importance of Nunavut’s Mixed Economy

Many of the economic activities that take place in Nunavut are not captured by 
conventional economic data. Fishing, hunting, and trapping produces what is 
referred to as “country food” that is often traded, given away, or consumed without 
ever entering a formal marketplace. Sewing, arts, and crafts also go unaccounted 
for by conventional economic measures. But these activities are vitally important 
to Nunavummiut. The 2006 Aboriginal Peoples Survey reports that 65 per cent of 
Inuit lived in homes where at least half the meat and fish consumed was country 
food.1 This implies that many Inuit are spending a lot of time generating land-
based output (which is of course a form of employment) that is not being cap-
tured by the forecast. These activities are often referred to as land-based or 
non-wage economic activities. In a 2001 study, the Conference Board estimated 
the size of Nunavut’s land-based economy in the range of $40 million to $60 mil-
lion, which would have accounted for about 5.5 per cent to 8 per cent of GDP.2

Although these activities account for only a relatively small portion of GDP, they 
are critical to the social and physical well-being of most Nunavummiut. Participation 
in traditional economic activities can unite families and communities as they 
share their expertise and history, and can also empower youth as they provide 
food for their families and friends.3 The value of this type of social capital is 
generally not accounted for in economic models, but its importance to economic 
development is profound. 

The Nunavut economy combines these traditional, non-wage activities with con-
ventional wage-based activities into a complex mixed economy, where the two 
types of activities blend together. Cultural anthropologist David C. Natcher of 
the University of Saskatchewan describes the involvement in the wage and non-
wage economies as a “continuum, with participation occurring at varying points 
on the scale.”4 Wages often facilitate hunting for country foods, which can then 
be sold at a grocery store or shared among family and friends. 

The overall strength or weakness of the Nunavut economy as measured by the 
Conference Board’s model is indirectly caused by, and has an influence on, the 
non-wage sector. Furthermore, while the consumption of (non-purchased) 
country foods is not captured in the Conference Board’s Nunavut economic 
model and forecast, the integrated nature of wage and non-wage activities mean 
that the forecast can be a valuable tool to be used alongside non-wage activities. 
For example, if wages are lower or gasoline prices higher, hunting activities 
may be strained because supplies are more costly.

1	 Statistics Canada, Aboriginal Peoples Survey 2006.

2	 Stephen Vale and Graeme Clinton. Nunavut Economic Outlook: An Examination 
of the Nunavut Economy. (Ottawa: The Conference Board of Canada, 2001.)

3	 Canadian CEDNet National Policy Council. Social Economy Roundtable 
Consultation Briefing Notes. (Ottawa: Author, 2005.)

4	 David C. Natcher, 2008. The Social Economy of Canada’s Aboriginal North. 
(Anchorage: Northern Research Forum, 2008.)
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The economy of the Northwest Territories is 

heavily dependent on natural resources. Not 

surprisingly the economy boomed during the 

recent surge in commodity prices. Unfortunately, as 

commodity prices plunged over the second half of 2008 

and the early part of 2009, the outlook for the N.W.T. 

quickly deteriorated. While the near-term prospects are 

bleak, a sizable reserve of untapped natural gas and 

minerals will ensure that the N.W.T. economy soon reaps 

the benefits of its plentiful resource base once again. 

After contracting in 2008, real gross domestic product 

in the territory fell by an estimated 9.4 per cent in 2009. 

Conditions in the mining sector started to improve over 

the second half of the year, and that trend is expected to 

continue into 2010. GDP is expected to bounce back in 

2010, posting a gain of 1.5 per cent. (See Chart 1.)

Medium-Term Outlook

Mining
The mining industry is king in the Northwest Territories, 

directly accounting for roughly 35 per cent of total real 

GDP in 2008. Since 1999, real mining output in the 

N.W.T. has almost tripled thanks to the development of 

the territory’s diamond resources. This strong resource 

development has propelled average annual compound 

GDP growth of 6.7 per cent in the territory from 2000 

to 2008, more than double the 2.6 per cent average annual 

growth for Canada as a whole. Mining—and, in particular, 

diamond mining—is a very high value-added activity 

with relatively few workers required to produce large 

amounts of output. With a large proportion of GDP attrib-

utable to the high value-added mining industry, the N.W.T. 

Boom, Bust, and Boom

Northwest Territories	 Sabrina Browarski and 
Alicia Macdonald

Chapter Summary
�� GDP is expected to bounce back in 2010 with 

a gain of 1.5 per cent.

�� With a large proportion of GDP attributable 
to the high value-added mining industry, the 
N.W.T. has Canada’s highest GDP per capita.

�� Investment in the territory fell by an estimated 
20.6 per cent in 2009 and is expected to drop 
by 19.1 per cent in 2010.

Chart 1
Real GDP Growth Contracts Sharply in 2009
(percentage change, 2002 $)

f = forecast
Sources: The Conference Board of Canada; Statistics Canada.
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has by far the highest GDP per capita in the country. In 

2008, real GDP per capita in the territory was $86,280—

well above Alberta’s $50,007, and more than double the 

national average of $39,727.

While the territory does produce tungsten, oil, and natural 

gas, its largest mining industry by far is diamonds. The 

diamond industry influences most aspects of the N.W.T.’s 

economy. Manufacturing in the territory is largely involved 

with the cutting and polishing of diamonds. The construc-

tion sector thrives on putting infrastructure in place at the 

diamond mines. And bringing equipment and supplies 

to the diamond mining camps is one of the key roles of 

the transportation sector. The service sector also relies 

on the diamond industry. Wholesalers do business with 

the mines directly. Businesses in the territory provide 

services to the mines; and of course, the service sector 

benefits from the high wages paid to the mines’ workers.

The global economic downturn has led to lower prices and 
less demand for jewellery-quality diamonds,  
prompting diamond producers in the N.W.T. to scale  
back mining activities. 

Real GDP in the mining sector fell by an estimated  

16.3 per cent in 2009 led by declines in diamond mining. 

A turnaround in global economic performance will pre-

cipitate a rise in commodity prices, which in turn will 

help boost mining sector output by 11 per cent in 2010.

The global economic downturn has led to lower prices 

and less demand for jewellery-quality diamonds, prompting 

diamond producers in the N.W.T. to scale back mining 

activities. Construction at Snap Lake was completed in 

2008, and initially a full year of production was expected 

at the operation in 2009. Early in 2009, however, De 

Beer’s—the owner of Snap Lake—announced that it was 

laying off 128 workers and would suspend operations  

at the mine for a period of 10 weeks. More significant 

were the two separate six-week work stoppages planned 

at the larger Diavik mine site. However, the operators of 

Diavik announced in mid-September 2009 that due to 

improving market conditions they had cancelled the 

second shutdown planned to begin late in 2009. Harry 

Winston Diamond Corp.—part owner of the Diavik 

mine—recently noted that while demand is still slump-

ing in the United States, strong demand from India and 

Asia has been boosting prices and sales. Nonetheless, 

the summer shutdown at Diavik and the 10-week shut-

down at Snap Lake resulted in an estimated decline of 

18.6 per cent in non-metal mining output in the territory 

in 2009, with the ripple effect felt throughout the entire 

economy. In 2010, Diavik will concurrently operate its 

open pit and new underground mining operations at the 

site. This fact, coupled with improving conditions in the 

diamond market, will push non-metal mining up by 

14.6 per cent in 2010. 

The only metal mine currently operating in the N.W.T. is 

North American Tungsten’s Cantung tungsten mine. Metal 

mining is set to drop as the Cantung mine was put on 

“care and maintenance” in October 2009, with produc-

tion not expected to resume until mid-2010. As a result, 

output in the metal mining sector dropped by an esti-

mated 12.5 per cent in 2009 and is forecast to plunge 

by another 21.8 per cent in 2010.

Oil and gas extraction has been on a downward trend  

in the territory over the past few years. Oil production 

has been dropping steadily since 1997 while natural gas 

production peaked in 2001 and has been on a steady 

decline ever since. This trend is expected to continue 

over the forecast period, with mineral fuel mining con-

tracting by 0.4 per cent in 2010.

Construction
The construction sector is set to contract significantly 

over the near term due to the completion of the Snap 

Lake mine and the wrapping up of work on the Diavik 

underground expansion. Work at the Snap Lake project 

was completed in early 2008, and the subsequent decline 

in construction expenditures at that mine site is reflected 

in declining private investment. Construction is almost 

complete at Diavik’s $565-million underground expan-

sion. Overall, private investment—which includes non-

government expenditures on structures and machinery 

and equipment—dropped by an estimated 25.5 per cent 

in 2009 and is expected to fall 24.4 per cent in 2010.
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The territorial government is working to stimulate the 

economy through infrastructure investment. The govern-

ment’s 2009–10 infrastructure budget was approved last 

October and involves spending over $700 million during 

the next five years. Including federal contributions, the 

territorial government expects to spend a record $484 mil-

lion on infrastructure in fiscal 2009–10. In total, govern-

ment investment increased by an estimated 27.1 per cent 

in 2009 and is forecast to rise by 11.1 per cent in 2010.

Home renovation and new home construction will also 

prop up investment expenditures in the territory, with 

2009’s estimated growth of 10.4 per cent expected to  

be followed by a 2.4 per cent increase in 2010. But the 

staggering decline in private business investment will 

more than offset the strength in government and resi-

dential investment. As such, total investment in the  

territory will fall by 19.1 per cent in 2010. Declining 

investment will push output in the construction industry 

down by 20.4 per cent in 2010.

Service Sector
When the Snap Lake diamond mine was under construc-

tion, large amounts of materials and equipment needed 

to be shipped to the mine site, boosting transportation 

activity. With construction activity now complete, trans-

portation requirements have fallen. Similarly, reduced 

mining activity will mean that fewer supplies will need to 

be delivered to mine sites and that less finished product 

will be shipped from the mines. Overall, real output in 

the transportation sector fell by an estimated 4.4 per cent 

in 2009. Despite another contraction expected in the 

construction industry in 2010, transportation and ware-

housing is expected to increase by 0.4 per cent thanks 

to a rebound in the mining sector.

While service sector companies have certainly been 

affected by declining output in the diamond and construc-

tion industry, they have also been affected by a large 

drop-off in mining exploration activity in the territory. 

The surge in commodity prices sent companies rushing to 

the N.W.T. in search of untapped metal, diamond, oil, and 

natural gas deposits. The drop-off in commodity prices, 

coupled with the credit crunch that inhibited junior mining 

companies from raising the funds they need to undertake 

exploration, has led to a decline in drilling and explora-

tion activity in the territory. With only one company 

conducting exploratory drilling in 2009, and with min-

eral exploration expenditures expected to drop from 

$133 million in 2008 to just $28 million in 2009, businesses 

that rely on these expenditures were greatly affected.

The government’s 2009–10 infrastructure budget was 
approved last October and involves spending over $700 
million during the next five years. 

As of September 2009, year-to-date retail sales were down 

3.7 per cent. Weak labour markets curtailed consumer 

demand. (See Chart 2.) Wholesalers also struggled due 

to the declines in mining and construction output. Year-

to-date wholesale sales were down 12.2 per cent as of 

September. In 2010, a recovery in the goods-producing 

side of the economy will benefit the service sector, 

leading to an expected increase of 0.4 per cent in com-

mercial services and growth of 1.5 per cent for retail 

and wholesale trade output.

Chart 2
Downturn Hits Labour Market Hard
(percentage change, employment)

f = forecast
Sources: The Conference Board of Canada; Statistics Canada.
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Long-Term Outlook

Demographic Outlook
Long-term economic forecasts are largely determined by 

demographic projections, as it is a population’s demo-

graphic structure that determines the labour input available 

for production in an economy. While the future demog-

raphy of the territory certainly influences its long-term 

outlook, an examination of the N.W.T.’s long-term pros-

pects must include an analysis of its mineral development. 

Since the N.W.T. has a relatively small economy and huge 

deposits of undeveloped resources, the commercialization 

of its resource base will result in a much different fore-

cast than a demographic projection alone would suggest. 

While there are a host of projects in the developmental 

stages, most are not at an advanced enough stage to be 

incorporated into the forecast. This forecast assumes that 

Fortune Mineral’s NICO project and the Mackenzie gas 

pipeline (MGP) project will proceed during the forecast’s 

time frame.1 

Migration flows are expected to detract from population 
growth until 2017 when the MGP begins construction.

There are many factors that influence the long-term 

demographic projection for the N.W.T., including an 

aging population, a decelerating natural increase in the 

population, and a continuation of the past trend of nega-

tive net migration. Population aging is an issue facing 

most jurisdictions across the country, and while the ter-

ritory’s population will age over the forecast period, the 

problem is much less acute here than it is for the country 

as a whole. In 2008, just 5.1 per cent of the N.W.T.’s popu-

lation was over 65. This number will gradually increase 

over the forecast period; and by 2020, the share of the 

population aged 65 and over will reach 10.4 per cent. 

Nationally, 13.7 per cent of the population was over the 

age of 65 in 2008; and by 2020, that proportion is expected 

to increase to 17.9 per cent.

An aging population means that over the forecast period 

the territory’s natural rate of increase (defined as the num-

ber of births minus the number of deaths) will decelerate. 

1	 Assuming that remaining land claim issues are resolved.

Though advances in medical technology should extend 

life expectancy, a steady increase in the seniors’ share 

of the population will ultimately increase the death rate. 

The annual number of deaths in the territory is expected 

to jump by approximately 73 per cent over the long 

term, from 172 in 2008–09 to 297 in 2020–21. With the 

number of births in the territory expected to increase by 

only 13.4 per cent over the same period—from 696 to 

789—the natural rate of increase will decelerate.

The fertility rate in the N.W.T. is 2.08—just marginally 

below the standard replacement rate of 2.1. However, 

the gradual aging of the population means that a smaller 

cohort will replace the women currently in their prime 

childbearing years. While the fertility rate is close to the 

standard replacement rate, the smaller cohort of women 

who are of prime childbearing age will also result in a 

deceleration in the natural rate of population increase. 

The annual natural rate of increase in the population is 

expected to drop from 524 in 2008–09 to 492 in 2020–21. 

This slowdown in the natural rate of increase will be 

compounded by negative net migration.

The N.W.T. has, for the most part, enjoyed positive net 

international migration. However, the number of people 

leaving the territory for other parts of Canada continues to 

outpace those migrating from other parts of the country 

and from around the world. As a result the territory loses 

population every year due to migration flows. (There are, 

however, occasional exceptions to the pattern. During 

the construction of the Diavik mine, for example, the 

territory experienced positive migration as the large-

scale construction project attracted workers.)

Over the forecast, migration flows are expected to detract 

from population growth until 2017 when the MGP begins 

construction. This massive project is expected to draw 

hundreds of new residents to the territory. The territorial 

government has recognized the need to attract more 

migrants. In August 2009, it launched a nominee pro-

gram similar to those in other jurisdictions, including 

Yukon. Applications under the nominee program will be 

given priority by Citizenship and Immigration Canada, and 

applicants can be nominated for permanent residency 

under the following four categories: skilled worker, 

critical impact worker (service and hospitality sector 

occupations), entrepreneur business, and self-employed 
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business. Nominee programs have been successful in 

other parts of the country, and if the N.W.T. program  

is able to mirror some of those successes, it may be 

able to boost international migration by more than  

currently forecast.

Industry Analysis
This outlook assumes that construction of Fortune 

Minerals’ NICO gold-cobalt-bismuth project will begin 

in 2011 and wrap up in 2012. The project is expected to 

cost $125 million, which will help push up construction 

output in the territory by 4.3 per cent in 2011 and 1.5 per 

cent in 2012. Estimated capital costs were initially much 

higher, but the company now plans to build the hydro-

metallurgical processing plant at a site in southern Canada. 

When the mine begins producing in 2013, it will add sig-

nificantly to metal mining output in the territory, with 

growth of 159 per cent expected that year.

Discussions around the construction of the MGP have 

been going on for decades. It is uncertain exactly when 

or if this project will begin. Regulatory approval is still 

pending, costs are escalating, and natural gas prices are 

currently below the level that would make the project 

viable. However, the Conference Board believes that by 

2017, natural gas prices will be high enough to make it 

an attractive project and that construction will begin on 

the MGP. (See box “Finding the Time: When Will the 

Market Support Arctic Gas Development?”)

It is estimated that the MGP will cost $16.2 billion and 

will be constructed over a four-year period from 2017 

to 2020. To put the size of this project into perspective, 

nominal GDP in the N.W.T. was $5.4 billion in 2008—

meaning that the cost of the MGP is three times the entire 

current GDP of the territory. Obviously, the development 

of this project will have massive implications for the 

economy. Staffing requirements for the construction phase 

of the project are considerable. Indeed, employment 

among the territory’s residents is expected to increase 

by 3,340 between 2017 and 2019. Because the N.W.T. 

does not have a labour force large enough to accommo-

date such massive increases in employment, the high-

paying construction jobs will attract migrants to the 

territory to fill the jobs, helping to boost population 

growth during the development phase. However, not  

Finding the Time: When Will the Market Support 
Arctic Gas Development?

During the recent economic boom, which saw natural gas 
prices hit record highs, companies were lured to the N.W.T. 
by the prospect of finding massive gas reserves. In 2008, 
BP Energy paid a record $1.18 billion for the rights to explore 
202,380 hectares in the Beaufort Sea. But the market for 
natural gas has changed a lot since then. The AECO spot 
price was over $11 per thousand cubic feet (mcf) in mid-
2008 but by the end of the year had dropped to $6 per mcf 
due to lower demand and high natural gas inventories. By 
this past summer, the price had fallen below $3 per mcf. In 
this climate, exploration for Arctic gas was no longer an 
attractive prospect. When Indian and Northern Affairs Canada 
posted a call in December 2008 for nominations for parcels 
of land to drill for oil and gas in the Central Mackenzie 
Valley and Beaufort Sea–Mackenzie Delta regions, not a 
single company placed a bid by the required date.

Currently, low natural gas prices make the construction of 
the MGP seem unattractive—at $16.2 billion, the project is 
simply not worth undertaking as long as natural gas prices 
are hovering around $4 per mcf. What matters to the MGP 
partners is not where prices are now but where they will be 
when gas starts flowing through the pipeline. As industrial 
production begins to accelerate across North America, 
demand for natural gas will pick up and inventories will be 
depleted, putting upward pressure on prices. Additionally, 
natural gas is a substitute for oil in many cases, and firms 
are expected to take advantage of relatively low natural gas 
prices and switch from oil to natural gas, lending further 
upward pressure to natural gas prices.

The Mackenzie–Beaufort region has huge potential, with 
estimated prospective resources of approximately 1.7 tril-
lion cubic metres of natural gas. Long-term demand for 
natural gas suggests that development of reserves in the 
North will eventually be exploited. Natural gas prices are 
expected to be in the double-digit range again by 2016, 
making the Mackenzie Gas Project feasible from an invest-
ment standpoint. However, there are many factors that 
make the development of the MGP an uncertain propos-
ition. Agreements with all the Aboriginal groups have yet to 
be reached, and as of this writing, stakeholders were still 
waiting for the much-delayed assessment from the Joint 
Review Panel on the Mackenzie Gas Project (now due in 
December 2009). Perhaps most importantly, the potential 
to extract enormous quantities of natural gas from huge 
shale deposits that were previously untapped due to 
technological constraints will exert uncertain pressure  
on prices in the future.
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all the workers employed on the project will permanently 

reside in the territory—so the figure of 3,340 new jobs 

created in the N.W.T. actually significantly understates 

the project’s employment impact. When including those 

employees who will maintain residences elsewhere, the 

number of jobs created in the territory between 2017 and 

2019 jumps to 9,270! Of these new jobs, almost 7,000 are 

expected to be in the well-paying construction industry.

The strong employment and population growth will 

propel gains in the service side of the economy as the 

territory’s new residents boost local demand for services. 

Particularly large jumps will be observed in transporta-

tion, wholesale and retail trade, and commercial services. 

All together the output growth in the service, construc-

tion, and transportation sectors due to the MGP will 

help push real GDP growth in the territory up by more 

than 15 per cent in both 2017 and 2018.

Thanks to the construction of the MGP, average annual 

compound growth in real GDP is expected to be higher 

in the N.W.T. than in the other territories. From 2009  

to 2020, average annual compound growth in GDP is 

expected to be 2.9 per cent, compared with 2.4 per cent 

in Nunavut and 2.2 per cent in Yukon over the same 

period. However, if the time frame is restricted to 2009 

through 2016 so as to exclude growth generated by the 

MGP project, the N.W.T. has the weakest average annual 

compound growth in GDP amongst the three territories. 

(See Chart 3.)

Public Accounts
The N.W.T. government is poised to experience a substan-

tial improvement in its financial position over the next 

11 fiscal years. Territorial surpluses are forecast to grow 

rapidly after 2009–10, expanding from $57.6 million in 

the current fiscal year to $312 million by 2020–21. This 

will allow the N.W.T. government to achieve a net nega-

tive fiscal debt of $2.26 billion by the end of the forecast 

period, offering the territory significant fiscal manoeuv-

ring room to either implement new policies or to broaden 

the scope of public services under a balanced budget 

framework.

Income tax and payroll tax collections will approximately 
double in nominal value over the forecast period.

Total own-source revenues in the N.W.T. will grow at 

an average annualized compound rate of 11.1 per cent 

between 2009–10 and 2020–21, raising total corporate 

tax collections from $82.2 million this fiscal year to 

$263.5 million by the final year of the forecast. Personal 

income tax and payroll tax collections will approximately 

double in nominal value over the forecast period, reflect-

ing the influx of workers required to develop the Diavik 

Diamond Mine’s $563-million underground expansion 

in 2008–09, the $125-million NICO gold, cobalt, and 

bismuth mine in 2011–12, and the $16.2-billion exten-

sion of the Mackenzie Valley Natural Gas Pipeline 

between 2017 and 2020. 

Cash transfers from the federal government will rise by 

an average annual compound rate of 3.3 per cent between 

2009–10 and 2020–21 to meet growing demand for 

public services in the territory. However, as much of the 

population influx will be adult employees of the expan-

sionary mining and construction projects, total territorial 

expenses will increase at a slower pace than revenue gen-

eration, prompting only a $385.6 million increase in total 

Territorial Formula Financing (TFF) funding from the 

federal government over the forecast period. Health 

spending as a share of total government expenditures 

will rise only modestly, going from 25.2 per cent to 

28.8 per cent by 2020–21, while education will account 

for an increasingly smaller portion of total funds. 

Chart 3
MGP Spurs Long-Term GDP Growth 
(real GDP, average annual compound growth, per cent, 
2002 $)

f = forecast
Sources: The Conference Board of Canada; Statistics Canada.
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Yukon did not fall into recession in 2009. 

There are a number of factors that enabled 

Yukon to post positive real gross domestic 

product growth. The largest economic sector in Yukon 

is the public sector—where large fluctuations are not the 

norm. Furthermore, the goods side of Yukon’s economy 

is more diversified than in the other territories. Finally, 

the Yukon economy is very dependent on the relatively 

stable service sector for growth, and service sector 

activity accounted for about 79 per cent of total GDP in 

2009. These factors have helped to stabilize growth in 

Yukon in 2009, with GDP gaining an estimated 1.5 per 

cent. Growth is expected to accelerate to 4 per cent in 

2010 as production begins at the Wolverine mine. 

Yukon’s well-diversified economy has enabled the terri-

tory to post solid gains during the last few years, with 

annual compound growth in real GDP averaging 3.1 per 

cent from 2000 to 2008. While this is lower than the aver-

age annual gains posted by the other territories (which 

benefited from large gains in their mining industries), it 

compares favourably to the national level of 2.6 per cent 

growth over the same period. Real GDP per capita in 

Yukon is below that of its diamond-rich neighbour, the 

Northwest Territories—but it is higher than that in 

Nunavut and higher than the national average. In 2008, 

real GDP per capita in Yukon was $44,111 compared 

with the national average of $39,727. (See Chart 1.)

Service Sector Sustains Growth

Yukon	 Sabrina Browarski and 
Alicia Macdonald

Chapter Summary
�� Yukon’s well-diversified economy has enabled 

the territory to post solid gains during the last 
few years.

�� Metal mining output is expected to grow by 
34.3 per cent in 2010.

�� An aging population will put upward pres-
sure on health-care spending over the next  
10 years.

Chart 1
Yukon Per Capita GDP Above National Average
($ 000s, real GDP per capita, 2008)

Source: Statistics Canada.
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Medium-Term Outlook

Mining
The mining industry has a long history of bringing 

prosperity to Yukon. Starting with the gold rush late in 

the 19th century and continuing to this day, the Yukon 

economy has been subject to the boom and bust condi-

tions common in the mining sector. Depressed commod-

ity prices throughout most of the 1980s and 1990s hit 

Yukon’s mining sector hard. Some mines were closed 

during the period due to depressed prices, while others 

were shut down due to the depletion of their recoverable 

resources. Spending on exploration was at a low level 

during much of this time (although there was a small 

blip in the mid-1990s, which corresponded with higher 

metal prices). With little exploration activity taking place, 

there were few large deposits found and none that were 

economically viable given the low commodity prices of 

the late 1990s and early 2000s. A run-up in commodity 

prices earlier this decade renewed interest in Yukon’s 

mineral potential, and exploration expenditures soared 

in the territory, jumping from just $7.4 million in 2002 

to $129.1 million in 2007.

Manufacturing is expected to benefit from a rebound in 
global demand and will post a gain of 4 per cent in 2010.

The Minto copper mine—the first new mine developed 

in the territory in over a decade—came into production 

in mid-2007. This boosted metal mining in the territory 

significantly in 2007 and again in 2008 with the first 

full year of production. Phase three of Minto’s expan-

sion was completed in the fourth quarter of 2008 and 

production is estimated to have come in higher once 

again in 2009, with metal mining output growing by  

11 per cent. Further boosting the near-term outlook for 

the metal mining sector is the anticipated opening of 

Yukon Zinc Corporation’s Wolverine mine, which is 

expected to begin production mid-2010. With the 

Wolverine mine expected to process 1,700 tonnes of 

raw ore per day, metal mining output is expected to 

grow by 34.3 per cent in 2010. (See Chart 2.)

In mid-November 2009, the territorial government issued 

a mining licence to the Alexco Resource Corporation 

for its Bellekeno silver-lead-zinc mine in the Keno Hill 

district. The company plans to start site development 

immediately so that operations can begin by the third 

quarter of 2010. Production over the project’s five-year 

life is expected to peak at 400 tonnes of ore per day. This 

mine, which is not included in the forecast, provides an 

upside risk over the short and medium term.

Manufacturing 
The manufacturing industry in Yukon has posted double-

digit growth over the last few years but had a subpar 

performance in 2009. A breakdown of the manufactur-

ing industry in Yukon by subsector is not available from 

Statistics Canada, due to confidentiality requirements. 

However, it is possible to glean information on the terri-

tory’s manufacturing sector by examining the detailed 

export information available from Industry Canada. 

According to the export data, important manufacturing 

industries in Yukon include mining equipment, com-

puter and peripheral equipment, aerospace products  

and parts, as well as a variety of wood-based products. 

The vast majority of Yukon’s international exports are 

headed to the United States, and given the sharp decline 

in demand in the U.S., Yukon manufacturing companies 

have gone through a difficult period. However, manu-

facturing is expected to benefit from a rebound in global 

demand and will post a gain of 4 per cent in 2010.

Chart 2
Mining Sector Takes Off
(2002 $ millions)

f = forecast
Sources: The Conference Board of Canada; Statistics Canada.
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Construction
Work on the Minto mine wrapped up in 2007, leading 

to a drop in construction the following year. The con-

struction sector did not recover strongly in 2009 as 

declining residential investment offset strength in non-

residential investment (which fared better here than in 

the rest of the country). The revised public and private 

investment intentions survey published by Statistics 

Canada in July 2009 shows a 5.2 per cent increase in 

investment. This compares with a projected decline of 

10.4 per cent for Canada as a whole. The only other 

jurisdictions in Canada where investment did not falter 

were Saskatchewan and Newfoundland and Labrador. 

Public capital expenditures are expected to grow by  
6.1 per cent in 2010.

Helping to push non-residential investment higher in 

Yukon are the construction of the Wolverine mine and 

government investment in infrastructure. The Wolverine 

mine began construction in 2008, but capital expendi-

tures intensified in 2009. The development should be 

completed in 2010. Overall, private investment—which 

includes non-government expenditures on structures 

and machinery and equipment—is expected to increase 

by 2.8 per cent in 2010. 

The government is also helping to boost construction. 

Public capital expenditures are expected to grow by  

6.1 per cent in 2010. There are a number of govern-

ment-funded projects planned, including major trans-

portation infrastructure initiatives, the new Whitehorse 

Correction Centre, and an expansion at the Erik Nielsen 

Whitehorse International Airport. 

Investment will also receive a boost from Yukon’s share 

of the $2-billion-plus investment in social housing con-

struction and renovation announced as part of the fed-

eral government’s economic action plan. In total, almost 

$60 million is expected to be spent in the territory over 

the next two years on construction of new housing and 

the renovating of existing social housing. 

On the negative side, residential investment is expected to 

retreat. Residential permit data show that as of September 

2009, the year-to-date value of building permits was down 

16.2 per cent. Overall, it is expected that residential invest-

ment will grow moderately by 3.5 per cent in 2010.

Taken together, the nominal value of investment is 

expected to increase at a rate of 4.2 per cent in 2010, 

pushing real construction output up by 3.1 per cent.

Service Sector
The service sector will expand at a decent pace of 2.1 per 

cent in 2010. The opening of the Wolverine mine will 

boost output in the goods-producing sectors by 12.9 per 

cent in 2010, and this increase in activity will help pro-

pel gains of 2.4 per cent in transportation, warehousing, 

and information. 

As of September 2009, retail sales in the territory had 

fallen by 3.7 per cent year-to-date. Retail sales were 

negatively affected by job losses, and wholesale activities 

were pulled down by stalling momentum in both the goods 

and service sector industries. Output in the wholesale 

and retail trade sector retreated by an estimated 6 per 

cent in 2009; a bounce back in growth (4.1 per cent) is 

expected in 2010. 

After losing momentum in the early months of 2009, the 

housing resale market in Yukon picked up steam in the 

second half of the year. The finance, insurance, and real 

estate sector grew by a modest 1.2 per cent in 2009. A 

stronger 1.8 per cent increase is expected in 2010 as 

income prospects improve.

Output in the wholesale and retail trade sector retreated 
by an estimated 6 per cent in 2009. A bounce-back in 
growth (4.1 per cent) is expected in 2010.

Labour demand retreated in 2009. Employment losses 

limited growth in labour income to just 0.5 per cent in 

2009, which in turn capped gains in commercial services 

to just 1.4 per cent. In 2010, employment and labour 

income are expected to bounce back with growth of  
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2.5 per cent and 4.8 per cent respectively. Stronger 

income growth will help propel commercial services 

output up by 2 per cent in 2010.

Non-commercial services—which consist of health and 

education services—will continue to expand at a decent 

pace over the near term, with growth averaging 2.2 per 

cent over 2009–10. Output in public administration and 

defence will also continue to post steady growth, with 

the sector expanding by 1.6 per cent in 2010.

Long-Term Outlook

Demographic Outlook
The demographic outlook drives the forecast for eco-

nomic growth over the long term, as it is a population’s 

demographic structure that determines the labour input 

available for production in an economy. There are many 

factors that determine the long-term demographic projec-

tion for Yukon, including an aging population, a deceler-

ating natural increase, and migration flows. 

Population aging is an issue facing most jurisdictions 

across the country. Compared with the country as a 

whole, Yukon currently has a lower share of its population 

over the age of 65. However, its population will age much 

faster over the forecast period, resulting in significant 

changes to its age structure. (See Chart 3.) In 2008, just 

7.7 per cent of Yukon’s population was over 65, com-

pared with the national average of 13.7 per cent. But by 

2020, the proportion of the population over 65 in Yukon 

will rise to 15.4 per cent—a gain of 7.7 percentage points. 

Nationally, the share of the population aged 65 and older 

will increase by just 4.2 percentage points over that period 

to reach 17.9 per cent. 

Employment losses limited growth in labour income  
to just 0.5 per cent in 2009.

An aging population means that over the forecast per-

iod the territory’s natural rate of increase (defined as 

the number of births minus the number of deaths) will 

decelerate. Though advances in medical technology 

should extend life expectancy, an increasingly large 

senior population will ultimately raise the death rate. 

The annual number of deaths in the territory is expected 

to increase by approximately 37 per cent over the long 

term, from 174 in 2008–09 to 239 in 2020–21. At the 

same time, the number of births in the territory is 

Chart 3
Yukon’s Population Dynamics
(population by age cohort)

Sources: The Conference Board of Canada; Statistics Canada.
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expected to decline by roughly 34 per cent, going from 

344 in 2008–09 to 228 in 2020–21. As such, the natural 

rate of increase will decelerate. By 2020–21, deaths in 

the territory will outnumber births.

The fertility rate in Yukon is 1.59—well below that in the 

two other territories and, more importantly, well below 

the standard replacement rate of 2.1. Furthermore, the 

aging of the population means that a smaller cohort will 

replace the women currently in their prime childbearing 

years. The low fertility rate, combined with a smaller 

cohort of women who are of prime childbearing age, will 

work to slow the natural rate of population increase. The 

annual natural increase in the population is expected to 

drop from 170 in 2008–09 to negative-11 in 2020–21. 

However, positive international and net interprovincial 

migration will compensate for the rapid decline in the 

territory’s natural rate of increase. 

Yukon has experienced positive net international  
migration over the past few decades.

With the exception of a small dip in 1997, Yukon has 

experienced positive net international migration over the 

past few decades. Net international migration jumped  

to 107 in 2008 but is expected to retreat from that high 

level to an average of 67 migrants per year from 2009 

to 2020. Save for 2005, net interprovincial migration to 

the territory has been positive since 2002 and reached 

126 in 2008. Net interprovincial migration is expected 

to average 136 per year from 2009 to 2020. 

Despite a significant deceleration in the natural increase, 

strong migration will sustain population growth over 

the long term (although growth will decelerate relative 

to the pace of recent years). From 2002 to 2008, average 

annual growth in Yukon’s population was 1.4 per cent, 

and from 2009 to 2020, average annual compound 

growth is expected to be 1 per cent.

Slowing growth in the population means that growth in 

the labour input available for economic production will 

decelerate. As such, real GDP growth is expected to 

slow. Average annual growth of 2.2 per cent is forecast 

from 2009 to 2020—slightly below the 2.4 per cent 

growth expected in Nunavut during the same period, and 

lower than the 2.9 per cent annual compound growth 

forecast in the N.W.T. (which will benefit enormously 

from the construction on the Mackenzie Gas Pipeline).

Industry Analysis
While the demographic outlook drives the economic 

forecast over the long term, there are some large projects 

slated for development in the territory that will boost 

output above trend for a few years. The $152-million 

Carmacks copper project is expected to be constructed 

in 2011–12. Once the mine begins production in 2013, 

mining output is projected to increase by 18 per cent.

The Mayo B project involves expanding the existing Mayo 

hydroelectric facility and completing the Carmacks-Stewart 

transmission line. In May 2009, the federal government 

announced that the Mayo B project would be eligible for 

up to $71 million in funding from the new $1-billion 

Green Infrastructure Plan, making it the first project in 

the country to receive funding under this initiative. The 

Mayo B project is expected to be constructed over 2011 

and 2012.

The Casino copper-gold-molybdenum project is cur-

rently not included in the forecast, since it is still in the 

preliminary phase of the permitting process, but it pro-

vides huge upside potential to the forecast. The total 

capital costs of this project are pegged at $2.1 billion, 

and the project could begin construction in just a few 

years. Western Copper Corporation—the owner of the 

Casino project—estimates that during peak construction 

1,400 people would be employed, and during peak pro-

duction 650 employees would be required. To put this 

in perspective, in 2008 only 380 people were employed in 

mining in Yukon, and even after Wolverine reaches full 
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production levels in 2011, there will still be fewer than 

650 people working in Yukon’s mining industry. The 

Casino project would obviously provide a significant 

boost to construction and mining output, and that would 

have spillover effects throughout the entire economy. 

Furthermore, it is unlikely that the labour requirements 

during the construction phase could be met solely by 

the territory’s current labour force. As such, migration 

to the province would be temporarily higher than cur-

rently forecast.

A more than 150 per cent increase in own-source revenues 
between 2009–10 and 2020–21 will ensure that the terri-
tory posts a budgetary surplus just shy of $100 million  
by 2020–21.

Public Accounts
In contrast to the Northwest Territories and Nunavut, new 

commercialization prospects in Yukon Territory are 

expected to be relatively sparse, and this is reflected in 

a modest long-term improvement in territorial financing. 

Although Yukon is expected to post budgetary deficits in 

2010–11 and 2011–12, a more than 150 per cent increase 

in own-source revenues between 2009–10 and 2020–21 

will ensure that the territory posts a budgetary surplus 

just shy of $100 million by 2020–21. Ultimately, this will 

result in a net negative territorial debt of over $600 million. 

Corporate income tax collections will more than triple, 

rising from $11.2 million in 2009–10 to $33.9 million 

by 2020–21. 

Although both corporate and personal income tax col-

lections will be favourably affected by the $208-million 

Wolverine zinc mining project, the $152-million Carmacks 

copper mining operation, and by the $160-million expan-

sion of the Mayo B dam, the bulk of territorial own-source 

revenues will stem from other sources, such as recov-

eries and levies. Cash transfers from the Government of 

Canada will account for three-quarters of the total fore-

cast increase in Yukon’s total revenues, with a projected 

increase in territorial formula financing remittances of 

more than 160 per cent driving the increase. 

Territorial expenditures will grow in line with demographic 

requirements, rising at an average annualized compound 

rate of 3.3 per cent over the forecast horizon. An aging 

population will cause health spending as a share of total 

territorial expenditures to rise from 23.7 per cent in 

2009–10 to 28.5 per cent by 2020–21. By contrast, this 

demographic shift will lower the share of education 

expenditures in total spending from 12.8 per cent in 

2009–10 to 10.8 per cent by 2020–21.
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