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STRUCTURE AND CHANGE IN THE YUKON ECONOMY
1.0 INTRODUCTION

The current decade is proving to be a challenging one for people
throughout most parts of the world. Change, often difficult to
control, and disruptive in nature, is a dominant part of reality
for many people and insititutions. Economic change is particu-
larly unsetﬁiing and acute, affecting the way people and institutions
inter-relate in basic and fundaméntal ways. For instance, many
people are findiﬁg that the nature and conditions of work, and
earning income have changed drastically. Many industries and
businesses which previocusly seemed secure are faltering, or have
disappeared entirely. Decisions to invest capital must take into
account new risks and new uncertainty. Governments are finding
that they can no longer count on what once appeared to be secure
revenue sources. And the catalogue of changes goes on and on.

Even those not directly affected by economic change are feeling the
impact of many of the changes. One of particular importance

is increased insecurity. People in Canada and western economies
generally feel less certain than they once did about their own
future and the future of their children. A second is that most

people are experiencing & general decline in public services.



In virtually all countries, public services believed to be
gssential to maintaining an acce@ﬁable standard of living are
in decline. And a third has been a loss of confidence in
institutions once highly trusted. Governments, businesses, and
unions are no longer perceived as having the capacity to deal

effectively with a rapidly changing future.

Many analysts believe that the changes which many peocple are
seeing and feeling reflect substantial and significant changes in
the structure of modern economies. Economiss, they say, are in a
transition that will result in them being much different in the
future from what they are today. If they are correct, it will

be important to understand the kinds of changes that are
underway, and the implications of such changes. The ability of
people within economies to realize their aspirations, and the
capacity of economies to realize full potential, will in all
likelihood, depend upon the extent to which governments and

businesses understand and adapt to changes underway.

This paper addresses the question of change, in relation to the
Yukon. It is based on therseneral observation that the

Yukon exists in a Canadian and world environment, and is
affected in an important way by world market forces; The

basic and underlying structure of the Yukon economy is, and
will continue to be affected by market forces external to

the Yukon, and common to many cother areas of the world. The

‘question, at one level, becomes one of detarﬁining what the



effects of external changes ars, and will be, in the guture.

At snother level, it is one of determining the nature of inter-
naliy genserated changes taking place within the Yukon, that will
have lasting affects on economic activity. And at vet another
level vet, it is one of determining the kinds of changes that»
can be induced or generated from within the Yukon which are both

desirable and possible.

It is entirely possible that an understanding of the economy and
changes taking place within it will reveal critical choices that
can, and even must, be made. The existence of choices implies
that there are alternatives; alternatives that may in some cases
be constrained by some of the changes that are at work, but

which, if sslsctéd, will affect the long term structure and nature
of Yukon society. The challenge is to identify what some of

the alternatives are, and how preferred alternatives might be
pursued. It is to these questions that this paper will be
addressed. .

2.0 GOALS AND OBJECTIVES

Questions about the kind of economy that is wanted in the

future cannot be addressed without identifying abjectives, or
goals. Goals reflect the values which ultimetely guide the
making of choices, and thus assist in assessing options. Goals
are in some sense ideal concepts. The ability to achieve them is

very often constrained by external factors rcotsd in the external



envircnment. In addition, these ideals may come into conflict

with one another. What is actually done must therefore often be
tempered by the fact that trade-offs must be made. These
considerations are Jjust part of the reality of dealing with

decisions and changes in a ccmpié# world. Nevertheless, a fa{~

lure to articulate goals, in a meaningful way, makes it impossible to

even begin to consider and discuss what should be done in often

diffficult and complex circumstances,

Yukon 2000 has contributed in a substantial way to the

articulation of widely held goals among Yukon people., These

goals, as reported in the Yukon 2000 Fall Conference Report

include:

i. The Option to Stay in the Yukon
This goal suggests that changes that do take place should
support those who have chosen to make the Yukon their home,

and who wish to continue to live and to work im the Yukon.

2. Teking Control of the Future

This goal suggests that there is a widely shared desire among
pecple in the Yukon to reduce depandancy on décision makers
resident outside the Yukon, and to shape the future direction of

the‘Yukon economy on the basis of internally determined goals.

3. Achieving en Acceptable Quality of Life
Obviously all pecople aspire to standards of living and a general
quality of life that is the best possible under their

circumstances. - It is nevertheless often difficult to translate



this aspiration into a more specific statemsnt around which thers
is general asgreement. The report of the fall conference of

Yukon 2000 suggests, however that there are a number of agreed
elements to this goal as it applies to Yukom people, including
fair compensation for work and seffort, the maintenance of
opportunities to pursue lifestyles traditionally afforded

by Yukon society, the maintenance of the quality of social

and public services, and the preservation of the special

guality of Yukon’s environment.

4. Achieving Equality

The elimination of poverty and the assurance of the opportunity
for all to participate on equal terms in sconomic oppoétunitiea
is an important goal in pursing change and development in the

econony.

5. Increased Job O?poftuaity

Growth in Jjob opportunities are necessary if Yukon people, and
particularly young people are to have the real choice to stay in
Yukon, and to pursue their aspirations as permanent Yukon

residents.

6.Diversification of the Eoonomy
Diversification is considered by many people as a necessary
element in increasing economic opportunities, and in bringing

greater stability to the Yukon economy.

7. Increased Participetion in Decision Meking

Participatory decision making within the procsss of econcmic



change is important in assuring that people, as much as possible,

understand, accommodate, and direct the process.

It is important to recognize that these goals cannot be pursued
separately, or in isocolation from one another. While they each
refer to matters of importance to the Yukon, and to Yukon people,
they are closely related in quite complex ways when viewed from

the point of view of future change and adaptation, and
particularly when related to specific kinds of initiatives which

could be helpful in terms of their realization.

Taken as a whole, these goals may be seen as a set of
developmental principles. Development is the process through
which social/economic goals as a whole are achieved. It is a
process of integrating and advancing the social and economic life
of a society, in keeping with the mutually felt desire of all
people within the society to have the society realise its full
potential. As such, it involves a strengthening of the capacity
and opportunity for all individuals and families, social grou-
pings and communities to participate in the future and to fulfill
their unique individual and collective needs and aspirations.
Collective goals are a statement of such needs and aspirations,
and thus provide a set of guidelines which should ensure that no
one is left out of the process of growth and meturation within
the society. But they must be seen as an inter-related whole, a
-matter which has important implications in terms of devising the
means for achieving the goals, since this also suggests and

indeed recognigzes that people and communities are fundamentally



part of the whole sociéty. The means adopted for realizing the
goals must fundamentally maintain and strengthen the place of
people and communities in socciety. A society cannot be
considered to be developed to its full potential if some people
or communities have only weak political, social and economic
linkages with society as a whole, and where some are highly

dependant on others for their material, social and spiritual

well-being.

Development is thus fundsmentally concerned with realizing
potential. Potential is itself very difficult to describe and
measure in precise terms because of its subjective nature, and
because it means differsnt things to different people. It is
only meaningful if all peopie are brought into its formulation
for a society, and if accommodations are made among people to
ensure that the full participation of some is not at the expense
of others who are left severely disadvantaged. Its realization
is also dependant upon the kinds of changes that people are
prepared to tolerate and encourage. And it also depends upon the
degree to which society is prepared to take action to break down
the barriers and constraints that block the participation of
those who lack the power and resources needed to ensure a relati-

vely equal basis of participation.

Development is thus a process that involves, in part, integrating
goals and putting pecple on a more equal basis in terms of

participation in the social and economic life of a society.



Development should not be seen, however, as a "zero-sum game”’, in
which there are gainers and losers, with all gains for the
gainers being at the expense of what is lost by others.
Approached creatively, development can be =2 process that realizes
important gains for virtually all members of society, over the

long term, in terms of opportunity, security, and fairness;

whether these be defined in economic or social terms. This does

not mean that there will not be times when some will have to make
sacrifices in order to provide a better balance of opportunities
for others; but over the long term such sacrifices can generally
be compensated for through the realization of greater social and

economic well being generally.

The pursuit of development requires that a society be capable of
self criticism. Tﬁe articulation of goals, and the bringing
together of these goals into a coherent whole presumes that the
society is prepared te»judge what happens in terms of those
goals, and to change the way it functions when what happens is
not consistent with those goals. This implies an accsptance of
criticism, and a willingness to change and adapt behavior,
whether it be the behavior of individuals or institutions.
Neither of these can be expected to happen without differences in
views, disegreement, and occasional conflict. Forums for
presenting views and resolving disagreemnents are thus very
important. The creation of new forums, to supplement existing
pelitical and qgasi—political structures, may be necessary as
part of develcpment. However, the creastion of such forums must

itself be carefully considered and nurtured in order to ensure
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acceptance and legitimacy.

3.0 ECONOMIES IN TRANSITION

Numerous observers of sconomic conditions in Canada and other
parts of the world economy have noted that economies are in some
sense undergoing a process of fundamental change. Most suggest
that, while the underlying factors causing such cbange are rooted
in the 1370°’s and even earlier, ﬁbe significaﬁce cf these changes
can best be understood by oéserving whatrhas happened inrthe ~
1980°’s, and particularly during the'period following the 1982
recession. Aﬁ undérstanding of the ecénomié changes svident

rin the 1980’ reveéls'that ecénomies geﬁerally are undergoing
fundamenﬁal changes which are becoming a permanent part of
economic life. The result is that basic structure of such
economies will very different in the future from the type of

structure characteristic of the past.

Those who suppport this view often cast their arguments in the
form of past, present, and future sconomies. The past esconony,
often referred to as the "industrial type sconomy”, is losing
pany aspects of stability and continuity that it once enjoved.
This type of economy, deemed to be descriptive of most of the
developed market economies during most of the 20th Century, has

the following characterigstics:

¥ a relatively high concentration on goods production, which is



capital intensive and in which competition is limited, compared
to the production of services, which is labour intensive and

generally highly competitive.

¥ a strong emphasis on manufactured goods, where sconomies

of large size are important.

¥ rapid growth in consumption of resource commodities, with

such commodities playing an important role in maintaining

the traditional manufacturing industries.

* relatively prosperous hinterland or regional sconomies,
which, while small in population and distant from large
.population concentrations, have realized prosperity on the

basis of resourcss harvesting and extraction.

* an economic division of the work force, characterized by
relatively high earnings in goods producing industries, and
relatively low earnings in services producing industries

(resource industries being included in goods producing

industries).

¥ a division of the work force by sex, in which males, who
provide primery family support, largely work in the higher
earning occcupations, and femeles, who generally work to earn

extra family income, tend to work in the lower paying

occcupations.
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It is argued by such analysts that these characteristics are
fundamental to the structure of the "old" or industrial
economies. It is also argued that many of thess economies are
undergoing basic changes which will be far reaching, with immense
implications for the futurs. Scme of the fundamental changes

which have been identified include the following:

¥ @ shift in emphasis in consumer spen@ing, with consumers
devoting a greater share of their income to services, and an ever
smaller share to manufactured goods; resulting in a general and
continuing decline in the importance of manufacturing in overall -

economic activity.

* a shift toward lighter, longer lasting, more technologically
sophisticated consumer goods, with a resulting decline in demand
for metallic resources, and in energy needed to produce and use
such goods. As a consequence, consumption and utilization of
many resource products and products of "heavy goods industries”

are falling into absclute decline.

¥ increased discovery and exploitation of resource deposits in
third world countries, under relatively low cost conditions,
furthering re-inforcing the decline invdcmestic utilization of
the products of resource based industries:’witb the result that

output and employment in resources industries are in decline.

¥ increased production of manufactured goods, for export, in third

world countries with relatively low wages.

il



* a major ghift in the structure of employment earnings, with

those emploved in manufactured goods and resource industries more
and more losing their advantaged position in terms of esarnings,
ag job growth stabilizes in these industries and as low cost

foreign competition becomes more important.

¥ a rapid increase in the participation of women in the work

force, as women more and more seek continuing employment in order

to provide family income.

¥ a growing relative importance of small business in production
and employment as the service industries grow in.relative
importance, resulting in small businesses becoming more imp?rtant
in job creation, and resulting in an overall downward pressure .

on average earnings within the economy.

% declining relative prosperity in regional or hinterland
economies, as resource industries experience lower sales, lower

prices, and lower earnings.

The Canadian econcm&, being ons of the major i#dustrial
economises, exhibits many of tﬁeserfeaturss of change.

There remains among economists some debate about the

extent to which the observed patterns are part of a relative slow
recovery from the effects of the 1982 recession, and the extent
to which they in fact represent a transiticn‘to a new kind of
"post-industrial" economy. This debate is not a trivial

one, in that if the changes which have been identified are not
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part of a ﬁransi%icn to a new, re-structursed Canadian sconomy,
but rather are only temporary as the economy recovers from the
shock of a recession, then the economy of the future can be
expectaed to be little different from the esconomy of the past.

if, on the other hand, tbése changes are trulyrpart of aa
transition, thenrwe can expect ﬁhat the Canadian economy of the
1990’s and beyond will be quite different from what we have known
for most of the post World War II period. The Q&ys in which it
will be diffefegt will deéénd upon the final workigg out of the

forces identified in the above as being part of the transitional

process.

There can be no doubt that the recovery from the 1982 recession
has proceeded more slowly that might havevbeen expected given the
experience with earlier post4war recessions.. However to argue
from this that the Canandian and similar economiss are not

in transition at all, Eut rather are simply recovering from a
recession, strstches the interpretation of available data

beyond credibi;ify. The weight of the evidence supports the
suggestion that the economy is going through a process)of major
structural change; Indeed, é returﬁ to tﬁe structure and
economic cbaracterisﬁicé‘daminant prior to the 1980°s isvncw

almost universally accepted asrimérobable.
If this is the case, vwhat might the Canadian economy lock like in
the 1990’s“and beyond? What gill be the significanﬁ structural

charaeteristics of the "nevw"” economy that is now taking place?
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Making economic predictions is difficult in the best of
circumstances. Attempting to do so when major changes are taking
place, the shape and form of which we are now only dimly seeing,
is considerably more so. Nevertheless, there are some broad
generalizations about the future which are highly likely to hold,

and which are of considerable significance in attempting to

understand the nature of future economic challenges and

opportunities. Included among these are the following:

1. A continued erosion of the traditional "heavy goods"
industries, with & shedding of la&ou: in thess industries on a
relatively continuous basis, and reduced consumption of metals
which have been an important constituent part of the products of
these industries. The metallic resocurces industries will also be
faced with increased competition in world markets from new and
relatively low cost supplies which_ha?e only recently come on
stream in a number of third world and less developed economies.
Wages will decline in both the heavy goods industries and

the metallic resources industries, aé will overall

profit flows. These industries will also lose their historic
importance in absorbing substantial numbers of new entrants into
the work force at relatively attractive wage rates. The declining
strength of the metallic resource industries, and declining wage
rates in these industries, will together have important
implications for regional»ecsncmies, where metallic resource
extractién and processing have Qenerally contributed to ths

prosperity of many regional economies. HNot only will employvment

14



in such industries decline, but the economic effect of such
decline will be accentuated by the fact that the earnings
premiums for workers in such industries will likely disappear, as
will the surpluses or economic rents that were so prevalent in
much of the post war period, and particularly during the 1870°'s.
The economic impact of these changes will be strongest in the

western,:mid~north and northern regions of Canada, where metallic

mining and processing have been largely concentrated.

2. The traditional meanufacturing sector, and traditional
manufactured products, will become relatively less important as
consumers opt for goods with greater durability, more attractive
design, ease of use, and technclégical sophistication. At tbe
same time, relatively low cost manufactured products from new
plants in countries with low wages and other costs will place
increasing pressure on Canadian manufacturers, both in terms of
traditional products, and products meeting the new téstes of
consumers. This will mean that, in general, manufacturing
activity in Canada will decline in terms of relative economic
importance, and may even decline in terms of overall employment.
Perhaps even more importantly for regional sconcmic development
strategies, it will mean that regional based manufacturing will
face even greater competitive challenges than in the past, with
the likelihood that manufacturing will become relatively less
important in regional economies, given. the accentuation of
already important competitive disadvantages such as high

transportation costs, small scals opersations, and short

15



production runs.

3. The services sector will become much more important in the
sconomy. The servicss sector is composed of health, sociasl and
educational services, business services such as legal, accounting
and consulting services, food and accommodation services, and a
number of other community and personal services. The devotion of
more spending to leisure time activities, the shift toward the
purchase of services which once were provided by household
members within the home, and generally growing demands for the
products of the services sector will see this sector become the
primary source cfnnew Job growth in the econcmy. This sector has
traditionally had lower esarnings than the goods sectors, with the
result that average earnings per employse will fall. This will
create pressures on households to maintain income by increasing
the number of primary earners in a household. The service -sector
will also tend to attract a disproportionate number of new
entrants to the work force, since new entrants are more inclined
to accept lower wage Jjobs. The shift in overall labour force
structure to lower paying service sector Jjobs will also tend to

undermine the earnings premiums enjoyed in the goods producing

sactors.

4. The number of women entering the work force will continue to
grow at a faster rate than for men, with women being concentrated
in the services sectors. Women will, partiaslly as a result of
this, and partially as s result of sex discriminstion in wage

structures generally, continue to earn less on average than men.
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The increased participation of women in the work forcs will alter
the pattern of demand for goods and services, with the increased

importance of services being further emphasized.

5. The transport secta%, which includes transportation,
communications, and utilities, will grow in relative importance
as leisure travel increases at a more rapid rate than spending on
goods and ésrvices generally, and as communications expand in
response to new technologies, and as production of goods and
gervices utilizes data processing and communications more
intensively. The growth in this sector will be tempered by
stable or declining energy consumption, which will cause the
utilities sector to grow at a rate below the averagse in ther

economy .

6. The small business part of the economy will gro§ more rapidly
than the large business sector, with the largest proportion of
new Jjobs being created by small businesses. This growth in the
small business sector is largely a reflection of the growing
importance of services, and to some extent technological change
which makes small business more competitive. The small business
sector is less unionized, and tends to be characterized by much
greatef ease of entry, than sectors which ars dominated by =a

few large firms. The result is that both rates of profits and
employee earnings tend to be lower for small businesses, and

there is generally a lessor ability to protect price and wage

gtructures.
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7. Capital financing for small business will become more
important as the importance of small business in economic

activity increases. Theires?ense of financial markets and
institutions to this is uncertain, since most of the structural
change in financial markets to date has favoured larger scale
financing arrangements. It is likely that financing will act as a
constraint on small business, and that there will be resulting
continuing'pressure on governments to take measures to improve

the access of small business to capital financing.

8; The government sector will stabilize in relative importance,
and perhaps contract to some degree. This will largely be in
response to limited growth in revenue, resistance to tax
increases, and large deficits among governments. The overall
result will be a decline in some government services to the

public, and a reduced ability of government to support economic

development.

4.0 PATTERNS AND CHANGES IN ECONOMIC STRUCTURE IN THE YUKON

The Yukon is, in meny wavs, closely tied to the Canadian and world
economies. Changes in these economies can be expected to have a
considerable affect upon the Yukon economy. Nevertheless, the
Yukon is also unique in many important respects. It has a
relatively small population, it is gecgraphically remote from the

large consumer markets of North America, it is uniguely
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endowed with a rich natural environment, and its natural
productive capability is defined by its northern, mountainous

location.

It is thus to be expected that the Yukon economy will have a
number of unique structural characteristics which make it quite
different from the Canadian economy generally, and from various
regional economies within Canada. It is also to be expected that
changes within the underlying structure of the economy will be
different, even though many of the forces of change impacting on
the Canadian economy will also impact upon the Yukon economy.
However, given the differences, the Yukon can be expected to

face unique challenges, constraints, and opportunities as

development takss place. : &

4.1 Industry Structure of the Yukon Eccnomy Pre-1982

It has been statedwthat the procéss bf change has been described
as involving the past, present or transitional, and future
economy. The past economy, formed by varlous forces at wcrk in
the post war perxcd can be understosd by examlnlng the structure
of the economy prior tc 1982. 1982 is chosen as a szgnlficant
year because the recessicn of that year brcught into sharp focus
the changes at wcrk wbzch give rise to thétldea of a transitional
economy. The exam1natlon of Yuken economic structure wzll thus

start with the situation prisr to 1962 Statzstles from 1981

will be used for this purpose. Thzs wzli give a gicture of the
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past Yukon economy, and will provide a basis for investidating
whether or not the economy has been experiencing fundamental

structural change simultaneocusly with other economies.

One way of describing economic structure is in terms of the
distribution of output by major esconomic groupings, or sectors.
The standard practice is to divide the economy into eight
sectors, a practice which will be followed here. The first
gquestion to be addressed is one of how ocutput was distributed in
the Yukon economy in the pre-1982 period, and how this

distribution compared with other regions, and with the national

economy.

Table 1.0 describes the distribution of employment, for 1881,
by sector for the Yukon, Canada, and for the economic region
of British Columbia centered on Prince George. The Prince
George region is chosen for the purﬁoses of making éomparisons

because it is & remote, northern region with some geographical

similarities to the Yukon.

One thing of significance to be noted is that the primary
industries, which are essentially the resource extraction
industries, are much more important in the Yukon and Prince
George than for the rest of Canada. The reason for this,“as it
applies to the Yukon, rests almost exclusively with the

importance of the mining industry at thevtimé these data were

collected,
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TABLE 1.0
EMPLOYMENT BY SECTCR
YUKCN, PRINCE GEORGE REGION, AND CANADA; 1981

SECTCR PER CENT OF TOTAL EMPLOYMENT
PRINCE GECRGE YUKON CANADA
Primary 12.86 12.8 7.1
Manufacturing 21.3 2.6 - 19.2
Construction 7.6 7.5 6.5
Trans, Comm, Util 8.9 13.2 8. 1
Trade 18.2 13.8 i6.9
Finance 3.7 4.1 5.4
Services 24.3 25.2 29.3

Public Admin 5.5 20.9 7.8

Source: Government of Yukon, "Yukon Economic Development
Perspactive Update” (Draft), December, 18886

The second thing of significance, is the fact that menufacturing
figurses very sméli in the ?ukcn eéonomy,’éomp&red to both the
Prince George region, and to the rest of Canada. This is hardly
surprising when the Yékcniiércamparéd to Canada as a whole, given
the major concentration of menufacturing in the industrial
heartlands of Ontario and:Québsciq The exﬁiénatian of the
difference betwsenbthe Yukon and the Prinéévseorge éegién is more

interesting. The essential difference hers is that ths
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manufacturing in the Prince George region almost exclusively
involves the processing of the products of the resource
extraction industries of the region. Extensive forward linkages
have developsed in the region, with primary resource production as

the base; while similar linkages have not developed in the Yukon.

Other significant differences applying to the Yukon are:

~-the relatively greater importance that transp&rﬁation assumes;
-the relatively smaller importance that the trade sector

occupies;-

-the .importance of government employment inm the Yukon. Governmnent
employment represents close to 21% of Yukon empieyment, comparead

to 5.5% in the Prince George region, and 7.8% for Canada as a

whole.

It should be noted that these data describe the importance of
industries only in employment terms, and on the basis of relative
importance. There are some important shortcomings in looking a
structure in this way. One is that the value of output per
enmployee may be very different for different industries. Figures
such as those presented do not necessarily reflect the relative
importance of output in each sector for a particular region.
Another problem is that the value of production in each sector

in a particular region, if it could be measured, would give us a
better comparative measure of the state of development of =a
sector compared to another region, since it would then be

possible to look at the actual amount of output produced; and to
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compare it on some standardized basis, such as cutput per capita,

to other esconomic regions and to the Canadian economy.

Unfortunately, the statistics needed to calculate the value of
production for each sector of the Yukon economy are not currently
collected and reported. Essentially what is ﬁeeded are data which
show the total value of of the output of each sector, minus the
value of goods and services produced in otherrsectors, or imported
into the Yukon, and used to produce the output of the sector in
question. It is this neﬁ-value which represents thé actﬁal valus
of production in esach sector, and which would be.useful for |

comparative purposes.

In the absence of such data, an indirect method has been
developed to estiméte this value of production in each sector.
Essentially what is done is that the total value of Yukon
production of goods and seévices is allocaﬁgd to sectors in
proportion to employment in each sector. These values are then
ad justed to recognize that some sectors use rélatively more
labour than others to produce a given émauné of cutpdt {using
calculations for sector labour intensities developed on the
basis of the Caﬁadiéﬁ economy as a whole). This adjusted figure
represents an estimate of the actual Value of production for sach
sector. Each of these is also calcul&ted on a value of
productzcn per Yukon perscn, and campared ts the value of
prodgctzcn per person in Canada, to get an ldea of how each

sector compares to the rest of the country in terms of maturlty

or level of develogment The general notion here is thet if a
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sector is similar to the rest of Canada in per person production,
it can be considered a well developed sector. On the other
hand, if it is signicantly lower, it can be considered a
"underdeveloped sector"; and thus a matter of significance with
respect to the structure of the Yukon economy. And if it is
significantly higher, the sector can be considered one of

relative specialization in the Yukon.

Table 2.0 contains the results of these calculations for 1981.
Once again, 1981 figures are used because the purpose of the
present analysis is to develop a description of the Yukon economy
against which subsequent changes can be compared, as a way of
examining structural change. The basic assunmption is that 1981 is
fairly representative‘of the structure that prevailed for some
time prior to this, and thus provides a good base for examining

subsequent changes during the post-1981 "transitional” stage.

TABLE 2.0
PRODUCTION BY SECTOR; YUKON AND CANADA; 1981

Sector Yukon Yukon Canada
- (Total) (Per.  Capita) (Per Capita)
$ millions $ $
Resources 111,139 4202.64 856.53
Man g9, 943 376.02 2595, 93
Const 28,114 1083.12 753.058
Trans 65,773 v 2487. 15 1528.76
Trade 28, 434 1075, 20 1358.75
Finance 30,710 i181.28 . . 1603. 22
Services 51,838 1880. 13 2480, 58
Pub Admin - , 73,5820 2780.12 8975. 18
Total 399,348 14879. 56 12151. 31
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An examination of Table 2.0 reveals a number of interesting
conclusions. In 1981, which is taken to be generally
representative of earlier pericds, there vere ccnsiderable
differences in sectoral outputs per capita in the fuksn. There
were also ccnsiderablé differences in output per capita, by

sector between the Yukon and Canada.

Turning first to the resources sector, it ranked farrahead of all
other sectors in terms of per capita output in the Yukon. This
sector, which was made up almost tctally of mining in

1981, represented close to 28% of total Yukon’cutput,

compared to 7% for Canads as a whole. It was clearly the
dominant sector in the Y&kon, whigh conforms to the results which
were derived using employment as a measure of importance.

However, the dominance of mining becomes much more extreme when
these estimates of output are applied. The reasons for this
dominance of nining are obviousi the.existence of three
relatively large mines and a strong placgr miner sector, combined
with the high value of mineral production at that time, combined

to put mining in a leading position within the economy.

The transportation sector is also revealed to have been an

especially important sector in the Yukon. This sector includes
within it transportation, communications, and utilities. It is
not possible to determine with certainty why per capita ocutput

was considerably higher than for Canada as a yhole. However, the
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primary factor giving rise to this importance would appear to be
the much greater importance of mining, and thus a greater‘need

for transportation services to carry the nining product teo export
positions. Transportation and mining are closely linked in the
Yukon, particulary because mine products are all exported, and in
a unprocessed state. The construction industry also had a higher
per capita output in the Yukon than Canada as s whole, again no
doubt because of the linkades with the mining sector. However,

the discrepancy here between the Yukon and national figures was hot
nearly as significant as in the case of resources and

transportation.

The manufacturing industry in the Yukon is found to be relatively
unimportant in the Yukon in 1981, with a per capita output of
$376, compared tﬁ $2596 for the country as a whole. On a per
capita basis, it was only about 1/7 that of the whole country.
The reasons are, firét, the Yukon has not been in a position
historically to develcp a substantial manufacturing industry

for consumer goods. Thé Yukon market is small, an& there are large
transportation and handiing costs inveolved in getting such
products to markets in the larger population centres. Given that
there are also major cost savings resulting from large scalg
plants and long production runs, Yukon manufacturing of conéumer
goods has gensrally not been cost ccmpetitive,:either in serving
local markets, or in penetrating external markets “The
manufacturlng sector also lacludes processing of resourcses
products. The relatlvely gignificant amocunt of employment in

manufacturing in the Prince George area, identified earlier, was
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almost solely ths result of grcceséing af resource products.
Ciearly, in the Yukcn, such prcceSsing is relatively smail. The
forward linkages betwsen resources and processing have been
relatively limited in the Yukon, although most of the
manufacturing that has developed can be attributed to processing
and fabricating resource products. Tbé reason for this is |
primarily related to the importance of mining. The processing of
the products of hard rock mining tend to be subject-té
cénsiderable cast econoéies associated with large scale
processing. Unlike foresﬁry, and some other resources products,
egconomics tends to dictate that processing take place in a few,
large processing plants, drawing on the products from a large
number of mines in many locations. These plants are generally
located at central transport points, and close to cheap energy
sources. The Yukon is not able to offer these attractions, and
thus processing of the product of hard rock mines has not been

established in the Yukeon. -

It is worthy of note that the trade and finance sectors have a
lower per capita ocutput in the Yukon than for the country as a
whole, by a fairly. substantial margin. The former contains
within it both wholesale and retail trade; while the latter

includes financial services, insur&nqe-and real estate.
In the case of the trade sector, this can be attributed to the

fact that there is a considerable degree of external ownership.

The consequence of this is that a substantial amount of the
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puréhasing, accounting, and nmanagement functions are carried out
in central locations outside of the Yukon. The same explanation
holds true in the case of the finance sector, with the additional
congideration that in insurance, risk pooling and funds management
are also centred in financial centres ocutside the Yukon. The
largest proportion of all activities, other than retail service,
in the finance industry is concentrated in larger financial
centres, given the structure of the industry. For this reason,
there has been limited development of this sector in the

Yukon, as is reflected in the 1881 data.

The lower per capita value of output in the services sector in.the
Yukon compared to the rest of the country is difficult to
explain. This sector includes health, social, and educational
services, as well as business services, food and accommodation,
and personal services. It would be reasonaﬁle to expect that
health, social and educational services might approximate
national levels, given that these are provided at a level
consistent with national standards in the Yukon (with the
exception of post-secondary education). It is pgssible that

a lower level of business services and a lower level pf
provision of post secondary gduc&tion might explain some of the

difference, although it iz by no means clear that this is the

case.

The per capita output figures also suggest that the government
sector was large in the Yukon. On a per capita basis, government is

revealed to be almost three times the national asverage in terms
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of value of services provided, in 1981.

The reason for this difference in ﬁhe pér capiiavsize of
government expenditures is also difficult to idéntify. In
general, it is not at all clear that the level of government
services to Yukon people on average exceeded that for Canada

as a whole in 1881. Indeed, the basic pdlicy ffémewsrk would
appear to have been one of providing services equivalént to, Eut
not above, the national standard in most cases; One possible
explanation is that the 1arge terrltcry,.and large administrative
costs associated with the administration of the territory in
terms of resocurce maﬁagement and genefal'averhead, means that
gcvernment activity must be mucﬁ greater on a per ;apita

basis. And while this is without doubt a factor, it is
virtually impossible to attrlbute the whole, or even a major
part, of the per capita dlfference between the national and Yukon
figures to this factor alone. The additional level of activity
simply could not be substantial enocugh to ;écount for the

disparity exhibited by these figures.

Another possible explanation for the higher per capita value of
government in the Yukon mlght be the higher costs generally of
undertaking 331ﬁ1v1tles 1n the Yukon Wages and salaries,
energy, supplies, and other important parts of the costs of
providing government services are all substantislly higher, on =a
unit basis, in the Yukon than eiée;heféﬁ chever, this factor

can be sccounted for relatively readily by discounting the valus
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of government services in the Yukon by an appropriate factor that
recognizes these higher costs. When this is done, the per capita
value of government services still excesds the national average

in 1981, by almeost 2 1/2 times.

The only thing that might explain this is that the data are
faulty; and more precisely, that efiginal data for government
services contain different things for the Yukon than they do for
the country as a whole. For instanbe, it is possibble the statistics
for the Yukon include activities in government that elsewhere are
included in services. The item for government in the Canada
statistics does not, for example, include health care services
and educational services. These are included instead in’the
services category. In the Yukon, many of these services are.
provided directly by the territorial ggvernment,wéné’at least
part of this activity meay be inadvertently reported in
government. Unfortunately, while it does appear that this is at
least part of the explanation, there is no practical way of

determining the exact magnitude of error resulting from this

inccmpgrability of the data.

Assuming it is the case, it éxplains two discrepancies in

the Yukon data when compared with the national data. First it
explains, in part at least, why the government category is

so much higher than for the rest of the country. And, second, it
explains in part why therservices caﬁegcry'is lower than for the
" rest of the country. Neither of the per capita figures appear to

make sense on any other basis. While government on a comparable
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basis is no doubt larger than elsewhers, it is highly unlikely
that it has been larder by the magnitudes indicated in the data
presented in Table 2.0 (which, it should be added, conforms to
the figﬁres uéed in most documents). A4nd it also seems highly
unlikely that services have been smaller in per capita terms than
elsewhere, given the apparent importance of lodging, food

services, and other tourist related services.

Recognizing the difficulties associated with the available data,
an attempt haé been made to "correct” éhe data in Table 2.0

by making two adjustments: .

1.}y fixing government services at a per capita level 25% above
the national average, to account for higher overhead costs ahd ths
large geographical area relative to population; with the

remainder of activity previcusly in government shifted to “

services.

2.} reducing the value of output in each sector by 25% to account

for higher costs in the Yukon.

On this basis, Table 3.0 sﬁcws the proportion of total

output attributable to each sector, and the ranking of each

sector in crdér of its importance, and the per capita output
estimated for each sector, on a basis which makes it comparable in
actual terms with other areas. The per capita output figures can
he effectively ccépared with those for Canada in Table 2.0, to

get a picture of the degree of development of a sector relative
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to the national average.

TABLE 3.0
DISTRIBUTION OF YUKON OUTPUT ON PER CAPITA BASIS:; 1981
(ADJUSTED)
Sector Per Capita Output Proportion Rank
(%) (%)
Rescurces 3360 28.0 1
Man 300 2.5 8
Const 744 6.2 7
Trans 1980 186.5 3
Trade 852 7.1 8
Finance 824 7.7 5
Services 28586 23.8 2
Government Adnmin g84 8.2 4

Source: Derived by author

The major difference in the conclusions that result from this
modification in presenting the data is that services become much
important, and government administration much less, relative to
the whole. While this would seem to conform to the general
impression that tourism related services have played a large role
in the Yukon, it is difficult in the absence of more information

to claim that the data in this regard are an accurate

reprsentation.

The presentation of the per capitas output figures on a cost
ad justed basis also accentuates the degree to which both the
trade and the finance sectors in the Yukon are below the national

average on & per capita basis. Indeed these sectors appear to be
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significantly under-developed in the Yukon, with finance being
only about 58% of the national average on a per capita basis, and

trade about 83% of the national aversasge, on the same bsasis.

4.2 The Structure of Employment and Work in the Yukon Economy

The underlying structure of the economy in terms of employment
and work is generally referred to as the structure of labour
markets within the economy. In general, the concerns here are
with the participation of people in the work force, the relation
between participation and demands for labour in terms of
establishing earnings and the distribution of employment, and
the relative position of different pecple in the work force

in terms of earnings, employment and unemployment.

Turning first to the participation of people in the work force,
it should be noted that the number of people warking, or seeking
work in the Yukon sconomy is dependant; to an important degree,
on migration into or out of the Yukon economy. Historically,
there has been considerable variation in such movements of
people, with some years seeing a net movement of people out of
the economy, and other years seeing a net movement of people in.
During the last five years of the 1870’s, for instance, there was
a net movement ocut of people in three of the five years, and a
net movement in of people in two of the five years. Over the
whole five year period, however, there was a net movement out of

683 people, which was equal to about 3 per cent of the
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population.

Mobility has acted as a strong "corrective” factor whenever
imbalances arise between the number of jobs available, and the
number of people seeking work. A result has been that earnings
of working people relative to other parts of Canada have remained
relatively stable, and at a premium over those elsewhere.

Another result has been that cyclical unemployment has not been
as large a problem as in other resource based regional economies.
Downward pressures on wages and rising unemployment during
periods when there is a surplus of people loocking for work

relative to work available has been limited by ocut-migrations of

people.

A second aspect of participation relates to the numbers of
people of working age actually working or ldoking for work. In
most parts of the country, there has been a considerable
difference in these numbsrs for different grogpings within the
population. Three groupings that-receive paéticular attenti;n in
this regard are youth, women, and aboriginal people. With
respect to youth, during the 1960°and 1970’5, a érowing
proportion of thé work force was made up of young people, as the
effects of the post war baby boom were felt on the economy.

HWith respect to women and aboriéinal pecple, the proportions
involved in the work force in the 196@’5 and 1870°’s in Canada
were well below the proportlans for the remainder of the
population, althcugh the proportion cf women in the work force

increased significantly throughout that perlcd
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Two things became evident by the end of the 1870’s, however.

One was that the growth in young people entering the work forcs
had largely levelled off, and the other was that there was a much
increased participation of women compared to the earlier decade.
With respect to aboriginal people, there was relatively little
change in the low rate of participation, indicating a continuing

low level of inclusion of aboriginal people in the work forcs.

In the Yukon, the picture was only different in terms of women.

In the Yukon, there has traditionally been a higher level of
participation of females in the werk»farce, with tﬁe result that, in
proportional terms, there was not as rapid a growth in the number

of people looking for work as elsewhere. This meant, in turn,

that there was less pressure in terms of new job creation in the

Yukon, compared to the rest of the country.

Another dimension of labour markets of interest is the structure
of earnings. It has already been pointed out that, in the
Cahadian economy as a whole, the resources and manufacturing
industries ha§e generally enjoyed earnings substantially in
excess of earnings in other sectors of the economy. In addition,
women have generally had average earnings well below those of
men, and regionalaecenomies.have generally had average earnings

below those for the rest of the economy.

The Yukon presents a scmewhat different pictu;e, in comparison to

the national economy, in two respects. One is that manufacturing
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earnings in the Yukon have generally been close to the average

for the trade and servicesrsectors} while earnings in the

resource and transport sectors have been at a considerable premium.
The other is that average earnings overall in the Yukon have been
well above the naticnal average, with-this premium generally
falling in the range of 35% to 40% during the 1970’s. In terms

of average earnings of women, the figure in the Yukon has been
well below that of men, Jjust as it has in the national economy,

with women only earning about 2/3 of what men earn, on average.

A further aspect of the working of labour markets has fo do with
structural patterns of empioyment,;employment growth, and
unemployment. The distribution of emplovment in the years
preceding 1982 has already been dealt with. The main features of
employment distribution in thé Yukon has been that the resources,
government, and services sectors have employed a much larder
proportion of the work force that in the overall Canadian
economy, and manufacturing has employed a much lower proportion.

Transportation has been slightly higher, and trade and finances

slightly lower.

In terms of employvment grawth,rthe Canadian economy prior to
1982 experienced a growth of emplovment which was substantial,
averaging about 3% per year. In the Yukon, there was relatively
little growth in general, with only one year, 1981, evidencing

any substantial growth.
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Turning to unamployment, for the Canadian economy as a whole, the
perioé pricor to 1982 was one of increasing unemployment along a
re;ativeiy stable trend, with structural unemploymwent reaching
in the range of 8% to 2%, whiéh wasvalmost dougié the level of
the previous two deca&es. In the Yukon, the level of structural
unemployvment was higher than for Canada as a whole throughout

the whole of the 1870’s and eafiy 1980°s, although the deéree of
cylical instability appears to‘have been somewhat iess, The |
higher rate of struéﬁufal unemployment duééng thigiperiod likely
was attributable to a continued gap between the available work
force and jobs in the rural communities, where migration tends to
be less of a mitigating fsctor (otﬁe: thén ih the ru?ai mining “

communities).

4.3 The Structure of Business in the Yukon Economy

An important aspect of the functioning of an economy is the
structure of business in terms of business size, concentration,
and ownership. These factors have an important impact on job
creation and employment, the structure of earnings,-and on the

financing of capital investment:

A recent study showed that 88.6% of the business establishments in
the Yukon employed 5 persons or less in, while only 1% of ths
establisments emploved more than 50 persons. About 8.5% employed
between 6 and 15 persons, and about 3% employed from 16 to 50

persons. These figures indicate that the economy is very heavily

37



oriented toward small business operations.

In terms of absolute numbers, there were 25 businesses employing
more than 50 persons, of which 4 were in mining, 1 in
cenétructian, 2 in transportation and utilities, 3 in retail
trade, 1 in accommodations, and 2 in other services. In the 186

to 50 size group, there were 48 establishments, with the majority
being in transportation, trade and accommodations. The 6 to 15
size group, with a total of 96 establishments, were concentrated
in transportation, trade, and accommodations. The total in the 1
to 5 employee category was 1,346; with construction,
transportation, tra&e, business services, and accommodation being

the most numerous, together accounting for 60% of this total.

Unfortunately, data does not exist to permit a comparison of
these results with other regions, or the country as a wﬁole.
However, an examination of income tax statistics done elsewhere
tends to support the contention that smaller size enterprises are

of greater significance in the Yukon than elsewhere.

In general, the conclusion that one can draw from this is that
the small business sector cccupies a dominant position in the
Yukon economy. This means, in turn, that this sector is
extremely important, both in terms of employment and investment.
Another aspect of business structure which is potentially
important is tﬁe degree of outside ownership. Unfortunately,

data on ownership by resident of owner is wvirtually non-existent.
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One study has suggested that the percentage may be about 25%, and
that these businesses represented wéll overVSO% of the totél
business returns Qf:the‘Yukéﬁ. If this iz relstively accurate,
it suggesﬁs that whiie the proporticon of bgsigesses which are
non-Yukon owned does not appeér to be large, such ownership is
concentrated in the larger sized operations, and thus is much
more important in econocmic terms éhan thé numbers might at first
suggest. It alsabapgeérs that the industriés which have a high

degree of outside ownership are mining,‘transportation,

communications, utilities, wholesale trade, and finance.

There are a number of possible reasons for concern with respect
to this aspect of ownership. One is that decisions made by
externally owned firms may take less account of Yukon interests
and opportunities than those internally owned. Ancther is ﬁhét
externally owned firms may have a greater outflow of profits;
cash flow, and management returns than do internally owned firms.
And another is that the concentration of externally owned firms
among larger operations, concentrated in a few sectors, may have
a disproporticnate effect on economic activity if such firms do
behave differently than internally owned firms. This could be
particularly important during times of structural chénge, if
these sectors are affected differently by change than other

sectors.
4.4 Investment Flows and Capital Financing

An extremely important part of the functioning of a modern
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economy i1s the structure of capital financing, and of capital

financing systems. The last few years have seen some very
profound changes in the structure of capital markets
internationally and in Canada, with changed roles for the various
institutions, and generally & much greater integration of

markets. Ths general‘result has been increased access to pools of

finance capital, as capital flows more readily from capital

providers (savers) to capital users {(investing firms}.

However, there is considerable evidence to suggest that not all
firms requiring financing to carry cut capital projects have been
equally advantaged as a result of these changes. Access to
capital is greatly facilitated by size, substantial equity, and a
multi-national base of operations. Financial markets are
structured such as to more readily facilitate financing of firms
meeting these requifements, at least in general. The result is
that new firms, small firms, regional and local firms., and firms
with little or no equity generally encounter substantial
insitutional barriers to financing projects, even when such
projects show substantial economic prospects. The situation is
exaggerated when firms have these characteristics in combination,

and also when projects are marginal in economic terms.

The above description is, of course, a generalized one. Local
and regional structure may be different, with the possible result
that the barriers do not have the impact described. Information

on the structure of>financial markets in the Yukon is relatively
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limited. However, a study undertaken for the Yukon Government on
access to capital in the Yukon provides some insights in this
regard. That study suggdests that the situtation in the Yukon is
not greatly different from that described. That study found that
in general, established firms with substantial equity, and larger
firms, do no experience difficulties in financing capital
‘expenditures, when external financing is required. New firms,
small firms, and firms with limited equity do, on the other hand,
experiencs substantial difficulties in gaining access to needed
external capital. Further, the problem of limited equity is the
largest problem, with the other problems becoming less important
as the amount of equity, relative té cverall requirements,

increases.

The situation described is of concern because it can mean that
profitable projects capable of being sustained cannot procee&
because the sponsoring firms are unable to finance the projects.
The problem reiates directly to the structuring of the financial
system. Capital is prevented from flowing.to economically
desirable projects because the system is unable or unwilling to
obtain and rely upon the relevant information, and the system is
highly conservative about taking a chance on losses for smaller
scale projects. There is a systemmatic structural bias against
smaller scale firms which are not in a position to make loans
virtually loss proof. This situationvis not unique to the Yukon,
but as shall be seen later, the consequences for the Yukon may be

more severe than for other parts of the sconomy.
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4.5 The Changing Structure of the Yukon Economy: Post-1981

The Yukon economy has experienced a considerable amount of
change, and even disruption, since the early 1980’s. The most
notable of factors associated with this experience was a North
American, and indeed to a considerable extent, a world-wide
recession which had its origins primarily in the United States
economy. This recession, which was most pronounced in 1982, was
followed by a relatively weak recovery in many countries, and for
numerous commodities. This weak recovery has been particularly

evident in the case of many natural rescurce commodities.

An important question to be addressed is one of to what extent
the structure of the Yukon economy has changed since 1981. This
includes a consideration of each of the structural aspects of the
economy examined in the previocus section, including the structure
of output, of labour markets, of business, and of capital
markets. 1981 is used as a kind of bench mark for examining
structural change because the 1982 recession had a profound
effect on the Yukon economy, Jjust as it had a profound effect on
the Canandian and other economies; and because post 18981

changes should provide a basis for determining whether the Yukon
economy has been in transition in -the 1980’s; in keeping with
earlier views expressed about economic change in industrial

economies generally.
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4.5,1 Changing Imdustry Structure Since 1382

The first gquestion to be addressed is one of changes in the
structure of output in the Yukon since 1881, If one takes 1885
as the base for comparison purposes, this structure appears very
different form 1981, which provided the earlier baseline for
examining structure. The most significant change from 1881 is
the dramatic decline in the importance of mining. Mining
employment fell to almost 1/3 of what it was in 1881, with a
roughly corresponding drop in the contribution of mining to the
output of the Yukon economy. By 1885, primary rescurces
production contributed less than 9% of the total output of the
economy, compared “to about 28% in 1981. Another important c&ange
- was the drop in impsréance of the transport sector, with
employment in transportation services declining in the range of
50%. This in turn likely resulted in a drop

in the contribution of the transport sector to the value of
production by about 1/3, with the overall sector contributing

a little over 10% of production, compared to 16.5% in 18981.
Another sector which appears to have experienced a drop

over the period was the construction sector, although the pattern
here appears to be more one of variation than of a clear cut
trend. The wholesale trade component of the trade sector, and
the finance sector also appéar to have declined, when employment

data are used as an indication of levels of asctivity.
Qther sectors, on the other hand, appear to have sexperienced a
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growth in their level of production, with the twc.most important
being public administration and services. Unfortunately, data is
not available that would permit putting precise measures on the
value of producticn by sector, comparable to data

presented earlier in the paper for 1981. However, it appears
that the distribution of output by ssctor, on a comparative

basis, would roughly be as indicated in Table 4.0.

TABLE 4.0
PROPORTICON OF OUTPUT BY SECTOR, 1981 & 1985

Sector 1981 1985
Resources 28.0 9.0
Manufacturing 2.5 3.0
Construction . 8.2 8.0
Transportation 16.5 10.5
Trade 7.1 7.0
Finance : 7.7 8.5
Services ' 23.8 42.5
Government Admin 8.2 15.0

These results, if correct, point to the fact that underlying
factors impacting on the Yukon economy are very similar to those
identified earlier as being national and international in
character. The most impcrtantrof these is the changed conditions
with respect to metallic minerals, both in terms of increased
international supplies and decreased growth in consuamption.

These resulted in & sharp gnd significant drop in hard rock mining
output, and a reduction in those sectors in which activity is
closely linked to nining. The most significant of these is
transpartatian; with construction glsb being a seqter affected.

Manufacturing appears to have been largely unaffected,
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strengthening the conclusion that it tends to be weakly if at all

linked to primary resources output.

The only sector which showed substantial increases in cutput over
the period was phe services sector, where expansions tended to be
in those areas dependant upon the lesvel of tourism activity.
Expansions in tourism appear to be the main causal factor in the
growing importance, and growing absclute levels of output,»in the
services sector. Government adminstration seems to have grown
modestly during theﬁgericd in terms of absolute lsvels of cutput,
although the increase in overall importance of the government
sector is at leasﬁ to some degree the result of a decrease in
overall output in the Yukon economy associated with the declines

in the production of resources, transport, and construction.

Two other sectors which appear to have experienced a deéline in
levels of output over the period are the wholesale trade
component of the trade sector, and the finance sector. This
reflects the fact that these sectors are also linked to the
resources sector, and as the resources sector declined, so too

did these sectors.

An overall conclusion with respect to changes in structure over
ﬁhe period was that the sectors ngduc;pg goods declined
substantially in importance over the period, whilerthe sectors
producing non-goods increased substantially in importance (these
beind t;ade, finance, services, and government administration).

This suggests that the Yukon economy is moving structurally
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toward an economy that is much more oriented toward non-goods
production. This is pretty much in keépiné ;ith‘the overall
chanées being observed with respect to the overall Canadian and
other developed industrial econcmies. The'implicéﬁisns in ferms
of employment and income creation, =.rnings, ana inve§t§gn£
patt;fné could be substantial, if this is a relatively pérmanent

change in the economy of the Yukon.

The changes identified in the above are largely cahnges that have
been brought about as a result of various market forces impacting
upon the Yukon economy. The economy is not isolated from suech
effects; indeed they can be seen~&srthe most powerful of all- of
the effects at work. As was stated earlier, the Yukon economy
functions in a national and international context. The
underlying forces at work at these levels.impact powerfully on
the Yukon, and to a large extent dictate structural changes, in

the absence of public policy to offset such changes.

One perhaps substantial reservation can be advanced with respect
to the conclusions contained in the above. In 1886, the Cyprus-
Anvil mine re-opened, with major consequences for the Yukon
economny. The level of employment in mining, after having gone
through a 5 year period of being in the range of 1/3 of the
period immediately preceding 1982, increased significantly, and
to a point above 70% of the 1981 level. Other closely linked
sectors, particularly construction and transportation, also
showed significant increases in levels of activity. Construction

appears to have roughly returned to its 1981 level, and
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transportation inocreased substantially, although it appears to
have remained substantially below the level of 1981.
Unfortunately, it is not possible to draw final conclusions on
the other sectoral impacts of this development because the data
needed to do so are not yet available. In general, however, it is
reasonable to conclude that many of the structural changes that
appeared to be underway during the 1882 tao 1985 period. have been,
to some degree, masked by the mine opening, giving the appearance

of less substantial change.

However, while the impact of the mine re-opening was substantial,
it is premature to conclude that it negates the direction of
structural change identified. The Yukon economy is a small‘
economic unit, and the mine in gquestion is a significant addition
to the economy, largely because of its size. However, this mine
appears to be a anomaly relative to thé general pattern. It is
highly unlikely, given general trends in markets for ﬁétallic
resources, that other mines of this magnitude will come into
production in the Yukon in the foreseeable future. This mine re-
opening resulting from intensive public and private sector
effort, which was successful because of the unique situation of
this mining property. Its re-opening cannot be attributed to
underlying trends in markets in metallic minerals, nor can it be
attributed to a unique competitive advantage of minerals
production in the Yukon.i Thus, itsieffécts can be interpreted as
being one-time in néture, and uniikei§ to be du;licatsd in tge

foreseeable future.
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The effeét of this development hés been to increase the relative
importance of the resources»sector to roughly abouﬁnlfi of what it
represented in thé pre-1982 period. It can Eé expeéted that,

from this new base, the sﬁrucﬁural cﬁgnge a%ay from fesources, and
towards non-goods producing sectors, will continue. The

immediate effects of this change will be ameliérated, with
substantial bénefits to Yukon pecple and the Yukon economy. But,
considered on a continuing bazis, all of the»factgrs contributing
to this change will provide an important dimension to change, and
to to the openingﬁﬁp of opportunities, in the eeoncmy;

Sustaining opportunities, based on underlying market factors,

will be largely dependant upon the factors ccntributiqg to the
kinds of changes identified during the 1982-1885 period. .Others
may be realizable, but these will depend upon deliberate policy

initiatives to achieve gains not realizable from market driven

initiatives.

One sector not refer:ed to to any deéree in the‘gbove is the
manufacturing sectcf; Threughout the whole periéd, thréugh to
1986, manufacturing has changed little in terms of employment and
value of output. Manufacturing, a relatively small sector,
appears neither to bevpart of, nor to be affected by, structural
changes taking place. The reason for this is relatively simplse.
Manufacturing in the Yukon is not linked to activity in other
sectors. It is almost exciusively canstituteﬁ of small

enterprises serving the Yukon consumer market, where particular

circumstances provide a market opportunity. Changing national
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and international conditions have had little impact on these
enterprises, Jjust as changing conditions in the Yukon have had
little impact. It is thus clear that changes in structure in the
Yukon economy will have little impact on manufacturing
opportunities. so 1cn§ as these remain market driven. Any change
in the level of activity of manufacturing will require deliberate
measures to create opportunities. This is a question that will

be discussed in more detail in due course.

4.5.2 The Changing Structure of Wark and Earnings

The pericd 1982 to 1885 has also been one of substantial chénge
in the structure of labour markets in the Yukon. The first, and
perhaps most pronounced of these changes, has already been
indirectly referred to in the preceding discussion with respect
to the structure of output. Employment opportunities declined
substantially in the resources, transportation, construction,
finance, and wholesale trade sectors. Virtually all of these
declines can be attributed to the direct and indirect effects of
the downturn in hard-rock mining, and thus to the significant
change in international markets for metallic minerals. Employment
grcwth occurred in the services, public administration, and
retail trade sectors, with the largest being in the tourism
related components of the services sector, and with the lowest
being in public administration which exhibited only limited
growth. The growth in the latter industries was not enough to
absorb all of the increase in the labour force, howsver, since

out-migration continued over the periocd, and the level of
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unemployment grew substantially.

The change in the pattern of employment had significant
implications for the structure of sarnin

etes
b bd B AIES S o

total wages and salaries esarned in the resources, manufacturing,
and construction, sectors fell from 31.3% to 12.9% of all wages
and salaries, while the percentage from transportation, trade,
finance, services, and public administration rose from 68.7% to
87.1%. This shift reflects both relative changes in numbers in
thse two groupings, but also the fact that the resources and
construction industries have been high wage industries, while the
parts of the latter group which had most significant growth are
lower wage industries. The overall effect has been that while
employment growth has taken place in the service industries to
compensate for job losses in the resources sector, the
contribution to total income per Jjob created has been
substantially less. This is in keeping with structural changes
in employment and earnings throughout the Canadian and other
economies, where job losses in high income sectors are being
replaced by Jjob gains in low income sectors. The main reason
that the services sectors have lower earnings is that these
sectors tend to be dominated by small operations, and thus they
tend to be much more competitive in structure. They also tend to
have a work force which is unorganized, and thus they tend to
absorb the largest part of the growth in the work force, and that

part which is in the weakest bargaining position.
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One aspect of change in the Yukon economy which is of particular
interest is the extent which average earnings in the Yukon exceed
the national average. Historically, average earnings in the
Yukon have exceeded average national earnings by a significant
amount, reflecting higher costs of living and relatively high
wages in the resources sectors, particularly mining. The gap
between traditionally high Yukon wages and national average
narrowed sustantially between 1882 ggd 1985, falling frém a
premium of over 40% in 1981, to just over 15% in 1985. This is a
reflection, not only of the change in the distribution of jobs in
the YQkon economy, but alsoc of the fact the relatively hlgb wages
which were once a relatively stable feature of the mining
industry, are no longer so. Weak market conditions in the mining
sector, and declining employment in the resorces sector generally
across the country is undermlnlng the long- standlng 9r1v1leged
position whlch workers in this sector have enjoyed. 4s a
consequence, it can be expected that another aspect of structural
change that Qill continue on into the future is that mining
employment genefally ;ill not yield the extremely high earnings
it once did. Whereas mining jobs in the Yukon once yielded
average earniﬁgs abc&t twice those in the trade aﬁd many parts of
the services sector, this has fallen to a poiht where the premium
today, on average, in resources is only about 35%. The point at
which this premi&ﬁ will fiﬁally sﬁabilize is not clear, but it is
clear that the relative attractivenesé of mininé jebs as4a neans
of increasing;the income base of tﬁé Yukon has declined

substantially. It is alsoc of interest to note that the re-opening
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of the Cyprus-énvil Mine sppears to have had little affect on
this differential, providing even stronger evidence of the

relastive permanency of the new situation.

The pattern of unemﬁloyment is also of interest when considering
the structural nature of labour markets. With respect to the
Canadian economy, many people believe that the economy will for
characterizedrby a much higher rate of unemployment than was
characteristic of earlier periods, largely because of the growth
in number of people seeking wcrk, fundamental mis-matches in
skills people possess relativerﬁc new job opportunities, and much
longer adjustment timeé takén to match people with jobs. In
support of this view, continuing unemployment rates in the 8% to
10% range have existed in most industrial countries throughout the
1880’s. The experiencé in the 1982 to 1985 period in the Yukon
seemed to support this view, when unempleymeht rates rose to the
18% to 17%,_and remained relatively stabie in this range.

However, the experience of 1986, supports an alternate view. The
unemployment rate in the Yukon dropped dramatically between 1985
and 19868, as the result of the stinulating effect of new economic
activity, including the mine re-opening. This suggests, in
dramatic termé, that high unemployment is not itself a structural
thing. Unemployment is a function of Jjobs, and concerted efforts
to create jobs clearly have the ability to reduce unemployment.
Changing structure can‘alter t@e kinds of Jjobs, ahd their value,

but it does not of itself mean that high unemployment is

inevitable.
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4,5.3 The Changing Structure of Business

Due to lack of reliable statistics, it is difficult to get ény
clear picture about how the structure of business has changed
during the 1980’3; either in terms of size or ownership.

However, on the basis of somé of tﬁe pfeceding discussion, it is

possible to infer some things.

First, with respect to business size, the shift of econonmic
activity away from primary resources, and tdwards services, and
tourism related services in particular, suggests that small
business 1is playing a much bigger role in the cresation of
enployment and income that it did previously. This is because
the deéiining sectors exhibited decline because of a décl?ne of
activity by relatively laréé mining companies, Ghile the growth
in the services sectors must have been largely-génerated by small
business because of the dominance of small businesses in this
sector. And this suggests, very importantly, that c&pitalizing
on opportunities accomganylng the structur;i changes taking place
will depend upon ensuring that the small bu31nes§ sector has

maximum opportunity to realizé its potential, consistent with

other goals for the economy.

& further cen51derat10n in thzs regard lS ownershlg The small
business sector tends to have a much larger degree cf Yukcn
ownership than dses the larger bu51ness sectcr It wculd thus

appear that the changes taklng place in the Yukon economy will

53



have the affect of reducing the degree of external ownership in
the Yukon, both in terms of proportion of firms and the
proportion of production, with the effect likely being more
dramatic with respect to the latter than the former. This could
have_a quite profound affect on the nature of investment
decisions and other business practices, as well as on the
retention of business returns within the Yukon. The growing
importance of small buéiness, and of Yukon dwned business will
also have implications in terms of business financing, which will

be dealt with in the next section.
4.5.4 Capital Financing and Business Financing

There does not appear to have been much significant change in the
structure of business financing in the Yukon during the 1980’s,’
with the exception of one important factor which relates to the
above discussion regarding business size and business ownership.
It has already been indicated thatrthe chénées in financial
systéms generally over the past few years have mostly benefited
the larger scale firms, énd particularly‘thcse that operate on a
national and international basis. Smaller firms, regionally
basad'firms, and pérticﬁl&rly firms in these categories with
limited equity, have had to continue to depend upon the
traditional sources (internal savings and bank loans). The
banking system im the Yukon continues to operate on traditional
pri;ciples which are more concerned with protecting against loss

than realising on solid opportunities.
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With the changing structurs of business in the Yukon, this will
likely have rather serious implications. While the larger,
externally owned businesses which provided a substantial amount
of the new investment in the Yukon in the past had relatively
easy access to capital financing, the same is not true for the
smaller, Yukon owned businesses which are. becoming much more
important in generating employment and ocutput in the Yukon. This
suggests a constraint on realising economic opportunities which
will become ever more important as the structural changes
identified become more important to the economy; and this is
access to capital to finance investments. This is a matter that
will require attention if the full potential of the Yukon economy

is to be realised in the future.
5.0 THE ABORIGINAIL ECONCMY

One important dimension of the Yukon economy not dealt with to
this point is the aboriginal economy. The aboriginal seconomy

is, of course, the original foundation, historically, of the
Yukon economy. Today, it continues to be an essential structural
component of the economy, with its own particular characteristics.
And it can be expected to be a véry important part of the future

of the Yukon economy.
5.1 Aboriginal People in the Economy
An examination of the aboriginal economy must begin with a
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perspective on the present situation of aboriginal people, and
their participation in the economy. Aboriginal peopls, as
recorded in the 1881 census, number slightly in excess aof 4,000,
making up about 20¥ of the Yukon population. Approximately 40%
reside in Whitehorse, with the remainder distributed throughout

the rural communities, making up over 30% of the population of

these communities.

There is an absence of good data pertaining to aboriginal people,
particularly relating to economic factors. The aboriginal
population is generally younger than the overall population, with
a greater concentration of people in the 15 to 45 years of age
category. When considered as a proportion of the prime working .
age population, aboriginal people are more important than the 20%

they repfessnt in the total population, making up in excess of 25%

of the 15-45 age group.

Aboriginal people do not participate in the Yukon labour force to the
same degree as do non-aboriginal people. While accurate data are
again lacking, it is estimated that about 50% of aboriginal

people participate in the Yukon work force, while the esquivalent
proportion for non-aboriginal peocple is in excess of B0%.

Further, of those who do participate, there is a much higher
ineidence of unemplovment for aboriginal people. Unemployment

rates for aboriginal people are estimated to be from 4 to 5

times higher than for non-aboriginal people, suggesting that

a rate in excess of 50% is not unusual. Aboriginal people also

tend, when enmployved, to be engaged more frequently in seasonal
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employment: and unemployvment rates for aboriginal people tend to
remain more constant than for non-aboriginal people. It is clear
that low rates of work force participation, and high

unemployment, are endemic amongst aboriginal people in the Yukon.

The available evidence also suggests a significant disparity
between aboriginal and non-aboriginal incomes. In 1981, for
instance, total average f&mily income in the Yukon was almost
$31, 000; while average family income for aboriginal psople was
just over $21,000. The average income for individual males was
over $19,500 in the same year, while for aboriginal males the
figure was Jjust over $9,000. The average income for individual
females was about $10,500, while for aborginal females the
equivalent figure was %7, 000. Further, over half of Yukon
families earned in excess of $30,000, while fewer than 30% of
aboriginal families did. All of these figures suggest that
earnings of aboriginal people fall substantially below those for
the population as a whole, which is consistent with the situation

in the country as a whole.

The reasons for both the employment and earnings data are
complex, and not totally known. The low participation rates

and the high unemployment rates can be attributed to a host of
factors, including barriers to participation which are racial in
origin, lesser amounts of experience among aboriginal people in
jobs which are relevant to opportunities, lower levels of

education and training, differing attitudes toward wage labour
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and participatioh in the cash economy, and a general state of
gconomic underdevelopment in the rural and aboriginal econonmy.
The lower levels of earnings among aboriginal people can be
attributed to these same factors, but additionally to a lower
level of participation in the market economy through business and
business related activity, and to the predominance of such
activity among aboriginal people in small scale, low returns
generating types of activity. Unfortunately, there is little
substantive data which would document more fully the nature and
chgracter of native participation in the commercial econonmy

other than through wage labour. Such data as there are tend to
focus on comﬁerciai earnings frém the harvesting and marketing of
fish, fur, and other wildlife, where native people have clearly
dominated economic activity. Output from these activities is
estimated to represent about 2/3 of one percent of the total
value of ocutput of the Yukon economy, which is small when viewed
in this way. However, the percentage is clearly much higher when
applied to rural communities, or to the aboriginal economy; but

again no reliable estimates are available.

5.2 The Aboriginal Economy

While the foregoing data provide some insights of the relative
position of aboriginal pecple in the Yukon economy, they suffer
from a serious shortcoming in that they do not present a clear
picture of the aboriginal ecaﬁomy as a dgfinable structuraim
aspect of the Yukon economy. By this, it is meant that such data

de not present a gibture of aboriginal people and their economic
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relations among themselves and with the rest of the =sconomy, as

part of a distinct sub-system.

It is argued that it is a mistake not to do so. The aboriginal
economy has grown and developed from unique historical
foundations. It has gone through change and adaptation over
time, but it has‘never béeg subsumed into the larger economic
structure in an assimilative way. Aboriginal psople have
retained their special individual identities, and many unigus
forms of econcmic relationships have continued and flourished on
that basis. BSo too have ab&riginél communities rét&ined their
unique ideatitieé, with econoﬁicErelationships being a fundamental
part of such identities. And as a consequence, relationships
with the larger economy have been shaped and formed through time

under the influence of these factors.

The implications of all of this have never been documented, with
the result that it is difficult to describé in precise terms, the
ceritical structural and other characteriétics of the Yukon
aboriginal economy. Some things are fairly clear, however. One
is that wage labour, aﬁd ﬁha economic relaticﬁs upon which a wage
labour éystem is baéed, is not the éomi;ant form of économic
participation. The isw level of participation in the work force
masks the fact that aboriginal people do in fact contribute
productive work of vaiu; wﬁiéh doss not appeaf in market measures
of economic activity. Some of this takes the form of food and

shelter whichris provided for individuals and‘members of the

community on & non-marketed basis. But there are numerous other
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kinds of family and community based work which is not apparent in

standard measures of work of value.

A second distinguishing feature of the aboriginal economy is the
relationship of people and communities to the natural resources.
A substantial amount of the economic activity in aboriginal
communities relates to the use and management of natural
resources. This is partially historical, and partly because the
major aboriginal communities are located in rural and remote
locations where resources provide the most important form of
productive wealth. The major resocurces that provide the basis
for much aboriginal economic activity are the naturally occuring
products of the land, particularly the forest and wildlife, and
the surface water systems. The ownership and management of these
resources is very different frcm'oiher forms of wealth dominant
in the industrial economy. Part of this arises because of the
Indian interest in and claim to these regcurces; part of it
relates to the existing legal control being vested in the Crown;
and part of it relates to the uniqueness of the resources
themselves, and the special things that ﬁust be taken into

account if they are to be effectively utilized.

Another feature of the aboriginai economy that makes it unigue

and different is the fact that, historically, economic surpluses
have not been retained, and the’capital baée has not been
continuously expanded, in parallel with there§er expanding capital

structure of the industrial economy. This is partly the result
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of the types o? economic relations that have existed between
aboriginal production and the market system, and partly the
result of the lack of éccess to outside capital. These factors
have generally resulted in many of the elements of economic
"underdeveloﬁment" which éharac%erize the aboriginal economy, in

the Yukon and elsevwhere.

The final important featurerf the~aborigin&1 economy 1is that it
is made up 0of a number of sub-systems, based in small communities.
These community based economies are generally ﬁuite self-
sufficient in terms of production, with only a small part of
production geared to external ﬁeedsrand opportunities. The
population base is small, meaning that production is on a small
scale. And producticon is generally organized in a way thét blurs
thg common distinctions between owners and wbrkers, and between
those who control capital and those who provide labour. Economic
roles are highly integrated, with the community often being the
defining unit of economic organizatibn. It is this feature more
than any other that makes it méaningful to speak of ﬁhe
aboriginal ecénoéy, and of people being part of that economy
rather than of the larger dominant economic system. Development
will necessarily have to proceed on the basis of recognizing this
reality, if(it is to proceed at all. This, taken in combination
with the other factors referred to in the above, has important
implications for the fufure of the Yukon economy. It suggests
first, that ifraboriginal people are to be part of the future
de#elopment of the Yukon in armeaniﬁgful way, accommodations will

have to be made which recognize the special nature of the
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economic sub-system of which aboriginal pecple are a part. This
will include such things as resources management, capital
financing, & training: but will also have to extend to fundamental
issues of economic planning and co-ordination of economic
activity. It will mean that both governments and the private
sector will have to be prepared to work co-operatively with
Indian people, in order to ensure that the aboriginal economy
realizes fully its potential. And it suggests, secondly, that
aboriginal development will proceed in its own way and in
accordance with its own patterns, consistent with the internal
structure of the aboriginal economy. The pattern of development
will not, in many respects at least, replicate the pattern of
development in the non-aboriginal economy. It will be dependent
upon the organization of the aboriginal economy that evolves as
development proceeds. And this in turn will depend on
aspirations and decisions of aboriginal pecople. There are many
such aspirations and decisions which have yet to be defined. It
will be essential to make provision for a resolution of these

matters, in accordance with a timetable set by aboriginal people

themselves.

5.3 Aboriginal Claims and Aboriginal Self-Government

Two of the most important evolving issues which will impact upon
the future of the aboriginal economy are the settlement of
Aboriginal claims in the Yukon, and a determination of the impact

that self-government will have on Indian participation in the
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Yukon economy generally.

Turning first to the issue of aboriginal claims, it is premature
to say what a claims settlement will involve, and thus what the
precise impacts will be. che?er, it can be stated with

relative certainty that a claims ssttlement must and will be
achieved at some appropriate time in the future. In the absence
of such a settlement, the whole Yukon economy will be beset with
uncertainty. This is especially so given the importance of
natural resources to the future of the Yukon economy, and given
the fact that the continuing aboriginal interest in the lands of
the Yukon constitutes one of the fungameﬁﬁal political and iégal
reasons for arriving at a settlement,'froé‘the point of view of
governments and Yukon gsociety as a'wholé. Until aboriginal
ownership and control of resources is more clearly specified in a
legal sense, resource use planning and management will be fraught

with difficulties.

It can be anticipated that a claims settlement in the Yukon will
be comprehensive in nature. It will include most, if not all of
the following: a definition of Indian lands, over which bands
and individual indién §eople wiil have exclusive rights of
ovnership; a definition of additional fesources to which Indians
will have exclusive rights to use; a definition of rescources
which Indians will have the right to share; a defined structure
for Indian partiéipatien in management of part or all of the
surface resources of the Yukon; a definition of guaranteed rights

of aboriginal people in the Yukon, including rights to public.

83



services such as education, health care, and perhaps income
maintenance; the establishment of the collective rights of Indian
people to establish and operate certain political, economic and
social institutions, including Band Councils with extensive
powers, educaticnal institutions which are aboriginal controlled,
and perhaps economic development institutions with guaranteed
capitalizations and extensive investment, training, and other
responsibilities for management of Indian assets. This listing
of possible, and indeed likely, items to be included in a claims
settlement is not intended to preclude or otherwise establish the
possible content of a claims settlement. Rather, it is intended
to indicate that the political, social, and economic structure of
the Yukon is likely to be radically altered through the
achievement of a claims settlement. And the result will be to
radically alter the actual and potential basis of Indian
participation in the Yukon economy. Indians will ée mnore
organize&, have much greater economic resources, and be in a much
stronger position to avail themselves of opportunities. They
will have the means to participate in the economy in a large and
important way. The actual form of participation will dépend on
the final outcome of negotiations, and the resulting roles

and opportunities accruing to individual Indians and Indian

institutions.

4 separate but related development which could also have
significant implications for the future development of the
aboriginal economy in the Yukon is the increased imycrtanée of

aborginal self government. Aboriginal organizations and Indian
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Bands across Canada have been engaged for some time now in
efforts to gain legal and political acceptance of rights to self
government. It is becoming apparent that these initiatives will
continue, and that non-aboriginal governments and members of
society at large will be required to recognize the movement of
aboriginal people to greater and greater self governance. It is
also likely that the federal government, and perhaps provincial
governments, will take steps to embed many of the evolving
approaches to self government into the legislative and legal

framework of the country.

It can be anticipated that aboriginal people of the Yukon will be
full and active participants in the process of extending self
government. The results could be extremely significant for
aboriginal development in the Yukon, and for the economic
development of the Yukon generally. At a minimum, it will result
in Band Councils, and institutions established by Band Councils,
becoming much more active in influencing, initiating, and
directing econcomic development activity. Beyond this, however,
it is likely that through time, the exercising of aboriginal
government powers will result in a whole new institutional
framework for aboriginal participation in the economy. This
institutional framework will take the form, through time, of a
complex aboriginal controlled infrastructure that encompasses
planning, financial mediation, investment, human resocurce
development, resources utilization, business development and

support, and any number of other activities critical to the
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full realization of development opportunities. Thg exact
structure and organization of this infrastructure will be
something that will evolve in accordance with political decisions
of aboriginal people themselves, and thus cannot be predicted at
this time. But whatever form it takes, it will substantially
expand and broaden the identity of the aboriginal economy as an
identifiable component of the Yukon economy. This éxpanded
importance will in turn be increased by the expanded access to

physical and financial resources resulting from the settling of

aboriginal claims.

Theée developments suggest that, in the future, aboriginal people
will play a much expanded role in the Yukon economy . And they
will do so as a people, apgiying their energies, ingenuity, and
resources to the task of developﬁent, Relationships to the non-
aboriginal economy will be extensive and complex. But they will
he based on an uniguely structured aboriginal economic system,
which will contain all of the essential elements of economic

systems generally.
6.0 REALIZING FUTURE POTENTIAL

The preceding sections of this paper reviewed the

developmental goals of the Yukon esconomy, and then examined the
structure of the Yukon economy from the point of view of change
and adaptation. In dgeneral, it was concluded that the economy
has been going through a process of structural change, with the

result that the economy of the next decade and next century will
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be substantially different in a number of fundamental wavs.
The current decade is thus one of transition, as the factors

giving rise to change reach into the economy and bring about the

ad justments that are part of the process of changse.

In an important way, the forces generating the changes in
structure that have been discussed have their roots in a vast
array of market forces, some of which are internal to the Yukon,
but many of which are national and international in scope. The

changes taking place can be said to be "market driven’.

In looking into the future, it can be expected that there will be
additional market pressures, and opportunities, that will arise.
It will be important, in building a secure future, to respond to
such market pressures, and to take advantage of market
cpportunities, that have the potential to yield real benefits to
Yukon people and to the Yukon economy. Markets generally provide
a basis for determining the value and sustainability of econonic
activity. Activities which have the capacity to recover costs on
a sustaining bésis, when coéts themselves are mérket determined,
can generally be accepted as providing benefits which justify the
activities. In addition, such acfi;{ties will be self-sustaining,
without outside help and assistance, and thus provide a secure
basis for building the future; unless unéxpectedvevents

intervene. It is thus important, when lcoking to the future, to
he awarerof, and responsive ﬁo, thégairectidné of, and ﬁ

opportunities generated by markets.
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There is, nevertheless, a case to be made for not relying solely
on market forces and directions when locking at the develcopment
of the economy into the future. While many of these have to be
examined with specific application to particular circumstances,
some general principles can be advanced. In some instances,
there can be failures within particular markets that actually
impede the process of realizing on developments which promise
real and sustaining economic benefits. An example is where there
are administrative or institutional rules that impede the
financing of investments which meet standard profitability
requirements. In other instances, there may be certain kinds of
things of real value which go into the production of other
things, and the costs of which could be covered, but which will
not and indeed cannot be produced for a market. Much of the
public infrastructure falls into this categdry. Because of the
nature of roads, water systems, waste disposal systems, and the
like, they must be provided by public agencies. In yet ethér
instances, economically Jjustified activities may not bé
undertaken without some form of government help, because there
are institutional or other barriers that prevent them from being
taken advantage of. The displacement of energy consumption with
energy conservation invesﬁments sometimes fall into this
category. In yet other cases, markets may fail to recognize the
waste associated with unemployment, making special measures to
create jobs a desirable activity, sven if there is éome public
cost associated with doing so. The benefits that come from

having people work at producing things of value may more than
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justify such costs. Government inveolvement may also be necessary
in order to ensure that rescurces are put to their best or most
highly valued uses. Markets often cannot take into account the

contribution that certain kinds of uses of rescurces may makes to

B

recreation, or to the realization of the full potential of the
tourist industry, or of the extra benefits that will come from
multiple as opposed to single uses of resources. And of courss,
when goals are seen as essentially developmental, complex
matters such as ensuring equity and full participation and
economic integration into the economy are not necessarily
accounted for when market forces aldne are lefﬁ to determine

outcomes.

The foregoing is not intended to»be a_full cataloguing of thé
arguments for depending‘upoh markets to determine what should be
done in the future; nor is it intended to be a full cataloguing of
the arguments for the involvement of governmént. What it‘dces

suggest, however, iz that a realization of ecoﬁomic potential
in the fuﬁure will liksly depend upon a sound nmix of responding
to market pressures and oppcrtunifies,_where a@prqpriate, and
government invoiveéent and as;istance where the latter promises

real benefits in terms of the achievement of economic goals.
6.1 The Issue of Diversification

In any discussion of future development in tbe Yukon, the issue= of

diversification invariably arises. Diversification can bs
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understood as a précess of economic change and adaptation, that
leads té permanent structural change in the economy, but of a
particular type. Basieally, the idea is that the economy should
become more structureally "balanced". A more structurally
balanced economy:is one which both reduces the relative
importance of the currently dominant sectors; and, often at
least, also one which more closely approximates the structure of
an industrialized economy. The érguments for such structural
change are not always totally clear. However, the argument is
most often applied to economies which are highly dependent upon
either primary rescources production, or on some select part of
the services sector such as tourism. One common thread in the
argument for diversificationris that it will lead to greater
stability in an economy. This, however, may or may not be the
result, depending upén whether the sectors toc be emphasized are
more or less unstable than the existing sectors on which the
economy is highly dependent. While it may be argued that the
greater the "balance"” in sectors, the less likelihood there is
that all sectors wiil be at the bottom of a cycle at the same
time, this is by no meaﬁé assured, nor does it seem fo follow
from actual experience in all cases. Another fairly common
thread in afguments fér diversification is that it would be
desirable to shift economic activity toward more labour intensive
activities, since this would lead to a greater amount of job
creation for any given amount of investmaht. And another, cfteg
implied, is that non-diversified economies are essentially
underdeveloped in terms of ﬁanufacturiﬁg activity, an&

manufacturing is the defining activity of an industrial economy.
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What is needed, it is argued, is more manufacturing. This will
lead to more jobs, more wealth, and a higher rate of growth.
There are some fairly substantial problems with

these

1 e
bs T

= ety ivn
& uséuu&%Ls ~F

for diversificafion. One is that there is no standard definiticn
of the balance of sectoral activity that can be considered
desirable, from any of these points of view. Ob#iously, equality
inAthe importance of all sectors cannot be set as a goal; not
even the most highly ih&ustriéliée& and sucééssfﬁi of>economies
have this kind of stfucture. If the géélrisfto be thé same as an
industrialized région or country, itiis difficult to see how this

could be defended. Many regions would not only find it

.

impossible to sustain the structure efraﬁ?industriélized‘region
without major énd continuing support bf induétrieé, Eu@ they
would alsorlikely be much worse off‘in terms of i&coﬁeéwand
wealth. After all, one of the reasons resa&f&es are more
important'in some régiéns than bthers is geééuse‘éamé;fegicns
have extremely valuable resources, which they would relegate to
lesser importance only at a considerable loss of well being to
residents of the region. Another problem with the standard
diversification arguménts is that they often seem to be presented
separately from arguments regardihg the role thét markets play
in determining a major part bf economic activity. Market
pressures must essentially bé supplanted by scmé other criteria
for determining the kind of economic acﬁivity a regiém is to
have. And while thefe is nothing wr&ng in principle with

introducing other criteria, the choices exercised within such
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criteria should have some kind of economic ratiocnale. An
argument for divefsification in and of itself provides no such
rationale. For these reasons, it is suggested that
diversification itself is not an acceptable argument for pursuing
structural change in an economy. The real question that must be
pursued is one of what kind of structural change would generate
real economic benefits to the residents of a region or an area.
It is entirely possible that increased specialigation might be be
the desirable goal within this framework. And even more
importantly, it does not follow that the standard model of
diversification involving increased industrialization, will
necessarily achieve this goal. In many cases, an increased
emphasis on manufacturing may not be sustainable, with the result
that moves in this direction will increase instability, rather
than decreasing it. One can point to many instances where the
imposition of processing activity in a regién actually creates

more instability than if some other option for development had

been pursued.

As a result, discussions with respect to futuré change in the
structure of the Yukon economy will emphasize the pursuit of
opportunities which will vield maximum, sustaining benefits,
rather thah gpportunities which‘will simply reduce specialization
and increase the §mport&nce of manufacturing, both of which figure

large in most standard arguments for diversification.
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§.1.1 The Argument for Job Creation

Ancother argument often advanced in support of é changed
structure in the economy is that some kinds of aétivity #iil
vield more Jjob creation benefits than other kinds of activity.
This argumént has a strongder rationale than does the simple case
for diversification. Jobs aré extremely important to the people
of a region, since mcst‘people:earn their 1iveiihood by working
for Jjobs that pay wages and salafiés. Tﬁese eainings in turn
provide the income needed to support other busiﬁess activity, and
to pay taxes, in the region. This becomes even more important
during timeé of hiéh unemployment, when everyone, inluding the
unemployed and taxpaysrs, are better off if Jjobs are available

for the unemployed.

The question that arises, however, is one of the importance that
job creation should play relative to other criteria; and in
particular, how are particular kinds of Jjob creation to be
selected out in preference to other kinds. Should attempts be
made to create jobs in selected sectors, for instance? And should
job creation efforts be concentrated only on the public and
voluntary sectors; or alternately should they be applied only to

the private sector?

These are not particularly easy questions to answer; and yet they
deserve to be addressed if job creation is to be one of the

critria to be applied in the pursuit of economic goals. In an
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effort to move toward an answer, some general principles need to

be considered.

One might be that Jjob creation should in general be pursued in
those kinds of activities that will realize the greatest seconomic
benefits to the Yukon. This does not mean concentrating on those
sectors which are highly labour intensive, unless these are the
sectors which it is most advantageous to develop in any event.
And in general, it certainly suggests that there are choices
regarding the kind of activity that is to be pursued. The first
step in assessing such choices should always be to determine

the kinds of activity that will be the most desirable, from the
point of view of Yukon society. Programs should then be
structured to encourage such activity, rgther than being designed

first, with the activities to be pursued being determined by the

design of the program.

This also suggests that programs should be largely non-
discriminatory regarding whether activity is undsrtaken by the
public sector or the private sector. This suggestion is likely
to be considerably more controveisial. Some would argue that
because such programs generally involve public funds., such funds
should not be used to benefit privately owned enterprise.
However, if this is accepted, the funds may be directed into uses
which yield much smaller benefits. Others argue that the private
sector should not be eligible for such funds, since this will
give some businesses an advantage over others. This is

considerably more difficult to deal with, since such funds should
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only be made available where Jjobs are actually created. But this
will favour new and expanding businesses over already establised,
stable operations. Iﬁ the final analysis, this will likely have
to be accepted as one of the costs of getting the most effective

outcomes for money applied to Jjob creation.

As a final comment with respect to Jjob creation activity, it must
be recognized that such activity has direct effects for the
individuals who benefit through the creation of the Jjobs. Such
activity must thus take into account the interests of the
individuals involved. These individuals will be best served if
the jobs created are worthwhile and useful, given that the
dignity of the individual will be clearly enhanced in such
circumstances. In addition, it will be to the advantage of the
individual if the Jjobs are sustainable, rather than short term,
and of a make work nature. It will also be to the advantage of
the individual if the jobs are in kesping with the changing
structure of the economy, since this will increase the
sustainability of the Jjobs and the skills acquired, and increase

the flexibility of the individual in terms of Jjob options.

This latter point alsc introduces the matter of training. If
jobs created are in areas that are likely to become of growing
importance in the future, the skills developed will likely be of
future as well as present value to the economy. Training can
obviously be an important paft of getting the best result in

Jjobs. If Jjob creation activity is consistent with patterns of
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future change and development, public investment in training will
provide considerable long term payocff. - Training and education
can and should be linked to job creation, if Jjob creation is
planned so as to ensure that the Jobs are created in sectors and

areas that are likely to be of continuing importance in the

econony.

In conclusion, it must be recognised that Jjob creation, by its
nature, involves government taking steps of some sort to affect
the pattern of economic activity. These efforts have impacts on
the individuals affected, and on the economy. The effects on
both should be taken into account. The dignity and the long term
position of the individual will be enhanced if the effort results
in jobs which are sustainable, and which have a future within the
changing structure of the economy, and opportunities within the
economy. The interests of the economy, and fhus of all of the
citigens of the Yukon, will be best served if the effort is
directed toward activities which will contribute most to the
economy. In choosing those areas to emphasize in such effort,
the contribution of various alternate forms of economic activity
must be the important factor. And such value must be assessed,
taken into account the longer term changes in structure of the
economy, and the the pattern of development that is likely, given

the evolving opportunities, and given the aobjectives that have

been established.

6.2 The Nature of Future Opportunities
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In the final analysis, the realization of the objsctives
established for the Yukon economy will depend upon a full

capturing of future opportunities to generate employment and
income, and the maintenance of the resulting economic activity on
a sustaining basis. This will require a full appreciation of the
evolving market opportunitiss, and an aggressive pursuit of such
opportunities by Yukon entrepreneurs. But.it will also require
that governments respond with . appropriate support, and

initiatives, in order to ensure the capturing of those cpportunities

which would otherwise be missed.
6.2.1 The Role of Governments

This latter point suggests that there is an important role for
government in advancing the economic development of the Yuken.

_Some of the most important ways that government might be

involved include:

1.} Encouragement of private seector investment and  job

creation in cases where there are special barriers limiting the
ability of Yukon entrepreneurs to- take advantage of profitable
opportunities. These might include barriers to acecess to
capital, unavailability of a skilled work force without training,

special infrastructure needs, and special market information
needs. - : . _

2.) Support for Jjob training in keeping with the evolving
character of sconomic opportunites in the Yukon.

3.) Support fdf the devéiégménﬁ of new>capifal financing
institutions, which will improve the flow of investment capital,

and which will strengthen entrepreneurlal capaCLty within the
Yukon. . : _

4.) Investment in supportive infrastructure, where such
infrastructure provides multiple benefits to a large number of

77



parties when provided on an efficient basis. This may include

transportation, communications, energy supply, water supply, waste
disposal, culture and recreation.

5.) Support for investments which will generate sustaining Jjobs
for the unemployved.

€.} Support for developments which, because of their size or

complexity, will not realige full developmental impacts without
government involvement.

7.) Support for activities which provide simultaneous beneftis
to a number of firms, and that will assist firms in taking
advantage of opportunities. Examples are market research and
development, research, technological change and adaptation, and
the development of public facilities which will assist the
tourism industry (such as parks). In these cases, it would be
virtually impossible for an individual firm to capture the
returns from such activity, but the activity is clearly Jjustified
when the benefits to all firms are taken into account.

The above suggests a number of important ways that government
involvement can be important in the realization of opportunities
for the future. In each case, it is necessary to carefully
examine the ways that such involvement should take place,
consistent with'the kinds of opportunities being addressed. The
next sections will survey the kinds of opportunities that may
arise in terms of development, the implications in terms of
capturing such opportunities, and the ways that government might

need to get involved, if at all.
6.3 Opportunities In Primary Hesources

Primary resources are considered, in terms of economic activity,
to include any productive activities which draw directly upon
natural resources to provide the basis for the activity. As

such, it includes ﬁhé extraction or harvesting of the products of
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land and naturally occurring water systems; and thus extends to
mining, forestry, fishing, hunting, trapping, and farming. But
it also extends to the use of the land and water systems for
parks, wilderness recreational activities, and other such lsisure
and tourism related activities. In keeping with conventional
economic classifications, it does not ihclude the processing,
refining, and further manufacturing of the products of the
primary resource using or harvesting activity; these kinds of

activities are included in menufacturing.

It is obviocus that the primary fesources_sector has playved an
important role in the economy of the Yukén.' Earlier analysis has
suggested th§t the largest component part of this sector prior to
1982, the metallic minerals, will, in the future, occupy a place of
lesser importance in the economy. This'iévbecause of the changing
world wide conditions of demand and supply with regard to such
minerals, and the low probability that additional Yukon based
production will be competitive under such market ceﬁditions. It

is always possible that circumstances will change again in the
future, and tbis situation will reverse itself. However, the
probability of thisroccurring is relati#éiy low and thus
individuals and gs#gfnmenés should proéeed ah the ;xpectation that the
Yukon economy will, on a ccnﬁinuing basis, move more and more away
from its heavy reliance on hard rock mining. In the ébsence of

new discoveries of'vefy high quality deéosité of such nminerals,

market fofees cannot be éxpected to maintaiﬁ the historic

importance of such minerals. The inescepable senelusien is that

private and publicr sectér effort directed twaré Job é:a&‘éi@s and
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development must look to other alternatives; alternatives where
market forces will support, rather than work against, the

creation of new, sustaining sctivity.

An obvious exception to this is in placer mining, where gold
extraction has, and will likely continue to experience gradual
growth in demand and long-term profitability. However, since
this sub-sector is relatively small as an employment generator,
and since much of the surplus from it appears to be taken

out of the Yukon economy, it offers relatively little as a

basis of achieving the developmental goals which have been set
out. This is not to say that it should not be considered a
desirable part of the economy, to be sustained; but only that it
has little potential to bgcome a strategically important sector

for re-structuring the economy consistent with the goals set out.

The forestry sub-sector is one in which there is considerable
interest in intensifying activity in the future. Three things
should be noted with respect to forest harvesting. One is that
it too is relatively small. Another is that the resource itself
is of a nature as to constrain the competitiveness of forestry in
what is essentially a highly integrated international market.
Most of the Yukon forest has low per acre yields, and is slow to
re-generate, making it difficult to compete on internatiocnal
markets. And the third is that the Yukon currently has little
processing capacity, limiting the &bilityrto penetrate internai

markets in the Yukon, where products can command a premium
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because of distance from other sources.

There do appear to be some forest stands that could be harvested
on an economic basis, although not likely on a sustaining basis.
The successful exploitation of such stands will be enhanced if
steps are taken to increase the internal use of the harvested
products in the Yukon; indeed it can be argued that this is
essential 1if ccntinuingrsubsidies are to be avoided. Thus,
capitalization on forestry opportunities will require that Lmport
sﬁbstitution measures be initiated; measures which have not
resulted to date from unimpeded market activity. It will alsc
likely require that forestry develcpmeﬁt be accepted as
trangitional, sustainable only so long as scconomic forest

stands are available. And, éivsn that import sustitution
measures will likely be at some cost to Yukon residents,
intiatives in forestry will have tc be on the basgie that
relatively small gains in terms of employment and surplus

generation are justified relative to the cost.

One sub-ssctor within primary resources tﬁat has attracted
periodic attention is primary food production. Traditional
primary food produétion has generall& emphasized products of
land, and thus its inclusion in the resources sector. However,
the Yukon faces some vé&y spécial prcblemg here»reiated to iand
quality and climate. These factors make it almost certain that
crops produced in the Yukon could never be competitive in
external markets. However, there is a possibility that meat

production, and perhaps some milling of cereals, could bs
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sucecessful if produced for the internal market. The fact that
these have not developed to any extent to date suggesfs that
market forces are not favourable. chever,_t&is iz an area that
needs further exploration. So too does the possibility of
producing perishable veget;ble products, and eggs. In all of
these cases, too things should. be noted, however. One is that a
concerted effort would be required to:organize the production-
marketing-processing systems; an effort tﬁat would clearly
require both government and private producer effort and resources
brought together on a cooperative basis. The second is that this
kind of effort will involve extensive coopgration, and some
considerable cost, relative to the géins to be realized. A
cooperative study of opportunities within a cost-benefit
framework, and of a fair distribution of costs between

taxpayers and private producers should be undeftgken before any
steps are taken to significantly expand the agriculture/food
sub—séctor of the economy. This kind of examination is
particularly important given that the potential gains in Jjobs and

extra income generated is likely to be relatively small.

It has been noted that the fish and wildlife resocurces of the
economy make a substantial contribution to the overall economy of
the Yukon. The most important questions that arise here relate
to the management and conservation of these resocurces, access to
use by different parties, the handling of conflicts that arise in
terms of competing and multiple use, and possibilities for

expanded further processing. The first three of these will be
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addressed extensively in other papers, and thus will not be dealt
with here. However, it should be noted that the importance of
these resources to the aboriginal economy makes it important that
these questions be examined in terms of abariginal economic
development; a matter which will be addressed later. The last of
these matters, that of further processing,'is-worthy of special
consideration. The market for clothing using wildlife products
as an ingredient, appears to be one with censideréble potential.
This must be tempered by a recognition that the lobby in
opprosition has had some negative affect. However, it does appear
that manufacturing based on the use of wildlife products may have
considerable potential; a matter which will be addressed again

when manufacturing is discussed.

6.4 Opportunities in Transportation and Construction

It has been indicated that the transportation and construction
sectors in the Yukon have generally varied’in imgértance,
following the changing importance of hard;rock mining. The
linkages between these ssctors and the hiséorically dominant
sector have, not surprisingly, been deterﬁiﬁed to be strong.
This raises the question of whether the stfategic imﬁortance of
these sectors will continue to decline; cor whefher>new
opportunities for ;obs and income creation can be identified in

the Yukon.

Turning first to transportation, some opportunity for growth

might be expected if stronger linkages oén be developed with
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tourism related activity, and if such activity can be expected to
become sver more important in the Yukon economy. Growing
importance for tourism related activity is indeed in keeping with
the kinds of market driven structural changes at work. A problem
is that tourists originate outside the Yukon, with the result
that a large part of tourist transport originates outside as
well. It has proved dificult for Yukon based operators to tap a
major part of this business, something that is unlikely to

change with growing tourism. It is also unlikely that there are
any workable and acceptable policy initiatives that will alter
this, since practically all would require special preferences for
Yukon operators which would deter expansion in tourism activity,
and also conflict with trading arrangements with the United

States, which is a2 major source of tourists. °

Turning to the construction sector, it shouid be noted that
construction activity is largely driven by activity in other
sectors. Most construction activity is also‘site specific, with
the result that it generates Jjobs and iﬁcomes in the Yukon.
There is little to be accomplished in focussing on the
construction sector as a strategic sector. Its importance will
depend upon the importance of other sectors. There are two
exceptions to this conclusion, however. One relates to the
desirability of giving preference to Yukon residents on
construction projects. This could enhance the importance of
construction in achieving the goals set out, if outside residents
contribute an important part of labour éo Yukon pfojects{ In

general, this does not appear to be the case,’suggesting that
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little would be accomplished by such a measure. Further study of
employment in construction might be desirable to confirm this

conclusion. & further possibility to be considered would be to

give a preferencs

ct
O

Yukon based firms on constructiﬁﬁ products,
thus increasing the reteﬁtion of profits in the Yukon,rand also
the tendency to employ Yukon.labcur; A reguirement of this sort
currently applies to government projects. While it is not clear
how much this increases incomes and empléyment in the Yukon, a

continuation of this policy, or some variant of it, will likely

be beneficial.

To the extent that Yukon preférence provisions reduce “leakages"
of employment and income to the outside: they will have their
greatest effect if applied to those sectors and_activities which
will occupy either a large or growing€ part of Yukon economic
activity. In the case of the Yukon, it is cléar that the most
important on this basis:are miniﬁg; éovernment, and services,
with the later being the mcstrimpcrtant in the future. For this
reason, consideration shouid be éivsn to including services, and
perhaps also mining, in future preference provisions in the

congtruction sector.

i

6.5 Opportunities in the Trade Sector
The earlier:analysis suégested'that thé trade sector can be
divided into'twc cémponeﬂt parts; the retail trade éub~sector,

and the wholesale trade sub-sector. The retail sub-sector
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compares favourably with other economies in terms of relative
level of activity, and will likely be expected to continue to do
s0. Maximizing opportunities for Yukon based businesses here
will likely depend largely on ensuring that small businesses havs
favourable access to capital, a matter that shall be dealt with
later. For the wholesale sub-sector, the sifuation is somewhat
different, in that activity here is less than what is supported
in other comparable economies. The resason appears to be the high
degree of external oénership in the trade sector, and‘the
tendancy to carry out many wholesaling aétivitiestéutéide the
Yukon. Increasing the amount of wholesaling activity carried out
in the Yukon would be beneficial in terms of Jjobs and incomes,
but could only be accomplished by altering the ownership
structure in the trade sector. It is difficult to know how this
might be accomplished. However, possibilities include
‘improvements in access to capital for Yukon Eased businesses, and
changes in the procurement practices of majorybuyers of goods and
services. The major buyers can be classed as consumsrs as a
whole, government, the mining industry, and the‘accommodation

and food services sub-sectors of the services sector. It is
unlikely that any workable measures could be mounted to change
the practices of consumers as a whole. With respect to the
others, requirements ocould be established to give preferences to
Yukon owned wholesalers and retailers. The acceptability of such
reguirements would have to be carefully tested, however, befors

eny steps were taken to implement such requirements.
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8.6 Opportunities in Finance and Real Estate

Earlier it was pointed out that the finance and real estate
sector is relatively under~deveiope& in the Yukon economy. The
main reason for this is the structuré of the financial services
sub-sector of this sector, although the structure of the sconcmy
in general has also been a factor. With respect io this latter
point, the dominance of mining, which itself has been dominated
by a few larde, externally controlled firms, has meant that the
capitél financing of this sector has lardely occurred with little
if any participation of the Yukon financial services sector. But
the financial services sector itself is made up éxclusively of
large, externally centéred financial institutions. The only
functions carried ocut in the Yukon under these circumstances have
been the retail servicesrfunctions, with virtually all of the
management, accounting, and in?estment functions taking place

externally.

The oaly preotical w&?>cfﬂ§lte&ing-this situation is to develop
an active Yukon based financlel sector. Such a development would
nﬁt only iﬁcrease the impéftaﬁee of financial services in terms
of Yukon based Jjobs ahd incsﬁsé, but would alsc have the
pgtential-af Eetter serving tﬁe capital financing needs of the
Yukon based, small business secﬁor. The means through which a
Yukon based finéncial sérvice% seétcr'cculd be da&slaped could
invélve all, or some cambinaﬁién of the fclléwing:

-development of a Yukon oredit uniocn system
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=development of & Yukon beased trust compeny (sincs a trust
company could be established on a scale appropriate to the
size of the Yukon economy, which is not the case with a
bank, which would be another theoretical alternstive)
-development of a Yukon "treasury branch” system, similar to
that in Alberta, with government as the only or major
shareholder.

-development of a government lending institution, but which
does not accept deposits. Each of the preceding three

involve fyull financial medistion, in thé sense that the

ingtitutions both make loans and asccept deposits.

In the financial and real estate sector, financial services
provide the major opportunity for structural adaptation. Real
estate services have some similar charascteristics, but are not as

significant in the relative underdevelopment of this sector as

are financial services.
6.7 Opportunities in the Manufacturing Sector

In keeping with the étandafd classification of economic activity
used by ecconomists, the manufacturing sector is defined as
including all economic activity, including the processing of

the products of the rescurces, that resulté in the production of
goods, with the exception of primary éi;ﬁurce Qfoduction and

construction. The important practical point is that resources

processing is included in manufacturing.
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It has been shown that manufacturing has occupied a very small
place in the Yukon econonmy historically, and that little change

occurred in this respect during the transitional period following
1981. The reasons for this have already been sxplored. Howaver,

it is important to consider the possible role that manufacturing

might play in the future.

fhe first thing to note is that there do not appear to be any
significant market forces at work that will lead to an iﬁcreased
place for manufacturing in the Yukon. All of the market forces
that have impacted historically will continue to be of

importance. In addition, it can be expected that in the future,
Canadian manufacturing will as a whole become less competitive,
reinforcing any obstacles that may stand in the way of developing ’

regional manufacturing opportunities.

There are three possibilities in terms of increasing the

importance of manufacturing in the Yukon, nevertheless. .

One is the possibility that some products unigque to the Yukon
might be pursued, and for which manufacturing elsewhere is un-
likely to be competitive. This kind of development, based on
eXperience, usuallé‘depends upon the inventiveness and special
skills of pecple who are committed to the region in question. An
example is the development of a number of farm machinsry
manufacturers in Manitoba, Saskatchewan and Alberta, based on the

knowledge and inventiveness of the fé&mer~fagn&ers. But an
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even more lmpressive example is Yuk&n Native Products Co-
operative as a manufacturer of clothing and clof&ing-related
products. This operation constitutes one of the most significant
and important manufacturing Succesé stories in the Yukon, and
indeed in émail regional economies anywhere in Canada. A unique
product, differentiated on the basis of its Yukon corigins and
successful design, has achieved significant markét penetration in
one of the most difficult sub-sectors to penetrate, namely that
of textiles. While clothing manufacturing has been on the
decline elsewhere in Canada, this manufacturer has flourished,
against all odds, with considerable opportunity to expand.

Indeed, it is likely that market absorption capacity will be such
in the future as to absorb much increased production. This
reinforces a most basic of truths, and that is that a unique
product can flourish in the most difficult of markets. What is
needed is ingenuity, imagination and determihation, none of which
can be forced. The key is the individuals themselves.

Government can only assist this kindboﬁ thing by being supportive
| in numerous ways. One is through assistance with applied
production research, technology transfer and adaptation, and
marketing. Another is through capital financing. And yet
another is through training. And there may be other wﬁys that
government support can be justified, which will be unique to the

product in question.

The second is the possibility that Yukon produced resources
products might enjoy increased demand in external markets, and

that the processing of such products could be undertaken on a
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cost-competitive basis in the Yukon. One product for which

this might be true would be the fabrication of clothing products
from the products of Yukon wild life. The success of Yukon
Native Products in clothing and clothing related products has
established a unique product, identified with the Yukon and its
wildlife resources. There is clearly a possibility that this
particular manufacturing opportunity might enjoy increased market
penetration in the future, with significant benefits in terms of
Jjobs and incomes in the Yukon, by extending its product lines to
include other products of Yukon wild life. Alternately, others
might attempt to capitalize on such epportunities; Government
could play a role here by assisting with production and market

research.

A third possibility falls into the general category of what can
be called "import substitution”. This option for increasing the
amount of manufacturing activity has already been alluded té in
some of the earlier discussion. This approach emphasizes efforts
to substititute Yukon based activity for goods imported from
outside the Yukon. A review of sectoral reviews undertaken for

Yukon 2000 suggests the following possibilities in this regard:

1.} The substitution of Yukon produced food and agricultural
products for imported products. This possibility is attractive
given that the major part of food consumed in the Yukon at
present is brought in from outside. The production of meats,
dairy products, eggds, and vegetables are all possible. If thess
were produced in the Yukon, they would create jobs and incomes
both in their production and in their processing. The biggest
constraints to producing these products are the costs of
producing feed, and the costs of establishing the necessary
climatic conditions (mainly involving heat). It is clear from
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experience to date that these ars unlikely to be overcome without
government assistance. As has already been indicated, these
possibilities need to be subjected to a comprehensive cost
benefit analysis to determine whether any or all can be justified
on a cost effective basis. Further, much work would need to be
done on the needed measures to organize production, marketing,
and processing in such a way as to ensure that any initiatives
would capture full potentizl bensfits. Given the importance of
heat to at least some of these possibilities, the use of waste
heat and of co-generation of heat and other energy forms must be
included in any examination of the food production option.

2.) The substitution of imported energy products for Yukon produced
substitutes. It is estimated that over $100 million dollars per
year is spent in the Yukon on imported energy products. This is
primarily devoted to petroleum. The heating component of this
expenditure could potentially be reduced by shifts to wood,
although a considerable amount of this shift has already taken
place. A shift to electricity is also a possibility, given the
existing excess electricity producing capacity in the Yukon.

This latter possibility would require further study, and would
also require the development of appropriate pricing arrangements,
probably taking the form of lower prices for electricity used for
space heating than for other purposes. A third possibility is to
increase the pace of retrofitting homes and buildings to reduce

energy consumption, through the use of Yukon labour and Yukon
produced materials.

3.) The substitution of selected imported durable goods for
Yukon produced goods, where the production of such goods is not
subject to significant economies from large scale production, and
where the goods are used in considerable volume in the Yukon.

One possibility already under examination by the Yukon

government is office furnishings for government offices. There
may very well be other products which have potential in this
regard. The most effective way of encouraging such substitution
is likely through "value-added" based procurement preferences
implemented by major purchasers in the Yukon. Such preferences
have the advantage of leaving the decisions on whether to
undertake such activity to suppliers. The Yukon Government has
examined the possibility of implementing such a preference system
in its purchasing policies. Consideration should be given to
testing such a system on a trial basis for selected products, and
to extending such a system to select private sector buyers who
have relatively large requirements for selected products which
could be produced in the Yukon. Unless and until such tests are
undertaken, it will not be possible to determine the potential
for this klnd of import substitution.
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6.8 Qpportunities in the Services Sector

Given the structural changes that have been underway in the Yukon
economy, one of the important sectors to consider in terms of
future possibilities is the services sector. This sector, which
is now the largest sector in the Yukon economy by a considerable
margin, is an amalgam of health, education, and social services
activities; business services such as consulting, accounting and
legal; food services; accommodation services; and a variety of

other services to individuals and organizations.

Turning to the first of these, namely health, education, and
social services, these are almost totally dependant upon
governnment financing, and in the Yukon tend to be provided almost
totally by government. A substantial argument can be made for a
growing relative importance of these activities. The growing
importance of the elderly suggests that health and social
gservices will require a growth in activity in excess of the
population increase. The relatively low level of educaticnal
attainment of aboriginal people, and the underdeveloped state of
post-secondary education in the Yukon sugges;s a possible need
for increased activity in the educational sub-sector. Whether or
not any of these are realizable in the future will depend almost
totally on the availability of the needed public funds, which in
turn will depend on the preparedness of the federal government to
provide the needed fiscal transfers. These considerations should
play an important role in up~coming negotiations leading to a new

Yukon Government financing agreement with the federal government.
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Growth in the business services areas will depend on three things:

the linkages with other growing (private) sectors in the economy,

the contracting practices of government, and the availability of
1

trained and skilled personnel. None of these would appear to

favour sustantial growth in this subsector. Nonetheless, this is
one of the rapidly growing small business sectors in most parts
of the Canadian economy, and there is no reason why this should
not be true for the Yukon also. As a result, it is suggested
that investigations be undertaken tu find ways to support growth
in this area, including the use of value added contract
preferences for these kinds of services, special training
assistance for Yukon residents prepared to establish thesse

activities in the Yukon, and encouragement for Yukon businesses to

use the services of Yukon based consultants, accountants, and

lawyers.

One of the major areas for growth and expansion is in food

services, accommodation, and tourism services. This has been one
of the most rapidly expanding areas in the Yukon in recent years,
and is accompanied by rapidly increasing consumer spending in
these areas throughout the North American economy. This is the
result of two separate developments. One is the tendency to go
outside the home for many services once provided almost

exclusively by labour inside the home. And the other is the

increased popularity of leisure activity involving travel.
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‘Numerous examinations have established the latter as an area of
great potential for the Yukon. The growing tendency of people to
travel further and to explore new wilderness oriented holidays
works to favour the Yukon. So too doess the close proximity of the
Yukon to Alaska, which is growing in importance as a destination
for American travellers. A& full exploitation of the tourism
opportunities for the Yukon must involve a strategy that has a
focus on improved marketing on the one hand, and a
diversification and development of tourist attracting activity
and facilities on the other. In particular, further development
of wilderness and scenic areas, and activities complementary to
such areas, will likely be important to realizing the full
potential of tourism in the Yukon. This in turn will require the
expansion of recreation, accommodation, and food services in the
rural and remote areas. And all of this will reguire resources
management practices consistent with realizing such
opportunities, including the mangement of water, forest, fish.
and wildlife resources. Mansged in an appropriate way, each of
these will be extremely important in realizing the full potential
of tourism. The Yukon Government is ourrently developing a new
tourism strategy. It will be critically important that these
de#glspmsntal considerations be included if tourism is to achievs
its potential as an economic activity in the Yukom. Should these
developmental considerations be included, it can be expected that
tourism activity will be an area of rapid expansion, with the
result that accommodation, food services, and tourism services
generally will contribute significantly to increased employment

and income,
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Other parts of the services sector, invelving the provizion of

specialized services to individuals and families can also be

expected to grow significantly in the future, in keeping with the
general trend toward a growth in the importance of these in the
consumption pattern of the typical household. Most ef theze ars
provided through small owner-managed businesses, and thus a
realization of these opportunities will depend upon providing

favourebles conditions for the establishment and operation of such

small businesses.
8.9 Growth of Opportunities in Government Sector

In general, it can be expected that the growth in the government
sector will be low to moderate in the future. This is largely a
consequence of the highly constrained financial environment in
which governments, and particularly the federal government, are
currently operating. However, there is at least one
consideration that could make the Yukon somewhat different from
the gensral pattern, and that is the devolution of
responsibilities from the federal to the Yukon Government. The
process of devolution will likely identify a number of areas,
particularly related to resources management, aboriginal services,
and social services, wherg the Yukon popuiation is served at a
level below national standards. Should these be fully recognized

in the devolution negotiations, it can be expected that

employment and income in the government sector will increase.
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§.10 Realizing Opportunities for Small Business

Earlier in this paper, it was noted that the sectors in which
small businesses dominate are expected to be the sectors which
will, generally, experience the greatest growth in opportunities.
The full realization of opportunities in the Yukon will thus
require that special attention be given to factors which
constrain the ability of small businesses to reach their

potential.

In this regard, it is important to emphasize those constraints
which are in some sense legitimate economic factors, and those
which are not. In certain cases, businesses are constrained by
such things as environmental protection, consumer protection, and
other such legislation. To the extent that these legislative
constraints have been imposed in order to ensure that businesses
recognize ccsts_which their activity imposes upon the economy,
and to ensure that consumers have available information which
they would not otherwise have, these constraints should be seen
as legitimate. In other cases, businesses are constrained
because their products cannot realize a price which will cover
costs. In these cases, a clear and obvious case should have to
be made for subsidization before subsidies are provided, since
the inability to recover costs suggests inefficiency or
inappropriateness of activities. In yet other cases, there may
be factors at work which mean that sconomically justified

activity cannot be undertaken because of constraints which are
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unjustified. An example of this is where the lending practices
of financial institutions in effect prevent businesses from
undertaking profitable investments. This has been identified as
a real constraint in the Yukon economy. In this case, there is a
strong case for government involvement to ensure that such
beneficial investments are in fact undertaken. The form of this
government involvement could vary. It could include direct
government lending, the establishment of new financial
institutions which would be more responsive to Yukon small
business, or loan guarantees and other forms of subsidies to
existing financial institutions designed to induce them to be
more responsive to Yukon small businéss. Given that access to
capital for small businesses has been established as an important

problem, consideration should be given to one or some of these

alternatives to remedy the existing situation.

6.11 Realizing Opportunities in the Aboriginal Economy

The aboriginal economy in the Yukon has been, and continues to
be, arsignificant component part of the overall economy. It
sustains a very‘substantial part of the population of the Yukon,
and is the basis of organizing numerocus important productive
activities. For many important reasons, it must be understood as
a separate but integral part of the overall economy. It is
defined by a people who are racially and pdiitiCaiiy distinct, by
a form of economic organization which has many distinect

characteristics, and by a legal and governance structure which is
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an important part of the relationships which aboriginal peopls

have with Yukon and Canadian society.

In many respects, the aboriginal econconmy is underdeveloped at the
present time. This is not to suggest that its development szhould
be measured by conventional standards of development applied to
society as a whole. But it does suggdest that the economic
participation of aboriginal people has been limited by many
constraints and barriers externally imposed, and which have
prevented them from realizing the potential that clearly exists.
And it also suggests that the importance of the aboriginal
economy can, and likely will, increase substantially in the
future. There can be little doubt that aboriginal pecple want to
play a much more imgortant economic role in the future. This has
been confirmed on many occasions by statements of their leaders,
and by statements of people themselves when invited to reflect
upon their hopes and aspirations. There also can be little doubt
that aboriginal people, and the aboriginal economy, can
contribute, in a significant way, to the future development of
the Yukon. The realization of many opportunities may, in fact,
depend highly upon the active participation of aboriginal people.
The‘aboriginal interest in land and other resources of the Yukon
makes it highly improbable that many of these resources can be

utilized to their full potential without active aboriginal

involvement.

. Some of these kinds of developments may be critical to realizing

the full future potential of the Yukon. A growing and developing
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tourism industry., for instance, will not fall into place.. A
"critical mass” of tourist attractions will be sssential,
appealing to a diversity of interests. The attractions will

nevertheless have to draw upon the natural rescurces and

1]

offerings of the Yukon. It is quite clear that the development
of wilderness recreational and leisure activities, for example,
will be essential if the broad base of attractions needed to
realize the full potential of tourism is toc be achieved. These
kinds of developments, based on natural resources often close to
aboriginal communities, may very well be the kinds of
developments that aboriginal pecople will wish to include in their
own developmental strategies. And if they are, the benefits will

extend to the Yukon economy as a whole, since sach development

that acts as a draw to tourists benefits others in the services

sector as well.

These, of course, are not the only kinds of develcopments that
will take place within the aboriginal economy. But they

serve to emphasize a very important point with respect to future
development in the Yukon. And that is that a full realization of
economic potential may not be possible if the aboriginal economy
itself is not provided the support needed to participate in
development. Without numercus aboriginal originated and
controlled developments, the whole of the Yukon economy will be
held back. And this will become more pronounced a problem as
aboriginal control over resources is made more extensive

as a result of the settlement of aboriginal claims. Aboriginal
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skills, aboriginal resources, and aboriginal community
involvement will be some of the essential ingredients to sectors

such as tourism sustaining growth.

However, aboriginal participation in the future of ths Yukon
economy 1% desirable not just to ensure that the remainder of the
Yukon economy reaches its full growth possibilities. Aboriginal
participation is also essential if the goals established as part
of Yukon 2000 are to be realized. Those goals clearly establised
that all people in the Yukon are to be included in the economic
future of the Yukon. This has not been the case in the past.
Aboriginal people have not enjoyed the same material benefits as
non-aboriginal people. Unémployment and poverty have been the
reality for far too many aboriginal people. Aboriginal
communities have remained under-developed economically,
notwithstanding the wishes and efforts of community members and

leaders.

As has been the case in other parts of Canada, the “"solution™ has
largely involved #elfare, grudgingly given and grudgingly
received. The welfare dependency found in so many native
communities is no more liked by native people than it is by
others. And the cost to society at large is substantial, both in

terms df wasted human potential and wasted tax dollars.

In the Yukon, the commitments made as part of Yukon 2000 to date
provides a basis for a new start. This new start must be based

on a kind of social contract between aboriginal people and
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communities and the rest of the Yukon. The critical elesment in

this must be the intention to create real and meaningful

opportunities for aboriginal people to become full and active

B

participants in the future Yukon sconomy. The terms must be such

{

as to ensure that aboriginal people can maintain their own unigque
economy,  under their control and with a continuation of the
special forms of economic relationships that are important to
aboriginal people. And there must be a preparedness by
governments and the non-aboriginal private sector to address‘the
constraints and barriers to development that have existed to
date, on terms that recognize the integrity of the aboriginal
economy, and the need for aboriginal people to find solutions and

control development. It has been proved time and again that this

is the only possible way to realize successful development in the

aboriginal economy.

Tbe constraints and barriers to meaningful participation by
aboriginal people must be studied further, with the active
involvement of aboriginal people. Many matters have yet to be
resolved, and many gquestions remain unanswered, particularly
among aboriginal people themselves. What is needed at this time
is the recognition that the participation of aboriginal people,
through their own institutions and enterprises, is indeed

seen as the necessary for the future, by governments, by the
private sector, and by Yukon sceiety at large. What is also
needed is an acceptance that special resourceS’andispecial

measures will be nescessary to facilitate such participation,
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given the historic denial of opportunities for aboriginal peocpls,
and the resglting‘disadvantages that they now face. and lasztly,
what is needed is an assurance that aboriginally controlled
institutions and enterprises will be seen as the necessary
instruments for building and extending the aboriginal economy.
ith these kinds of assurances, and the corresponding commitment
of resources, aboriginal pecople and aboriginal communities will
have the canfidencg to plan>for the future, and to become full
and active participants in the Yukén aeconomy of the future. And

the result will be that aboriginal peocple in the future will

enjoy prosperity and independence, rather than poverty and

dependence.
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