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Executive Summary

Introduction

This report presents the findings of the evaluation of the Strategic Investments in Northern
Economic Development (SINED), which is administered by the Canadian Northern
Development Agency (CanNor). This summative evaluation was conducted on behalf of CanNor
by the Evaluation, Performance Measurement and Review Branch (EPMRB) of the Department
of Aboriginal Affairs and Northern Development (AANDC). The study covered the ongoing
implementation of SINED from 2007-08 to 2011-12. The methodologies used to gather the
evidence included: literature review, document and file reviews, key informant interviews and
case studies.

SINED is a suite of programs that have provided funding for economic development in the North
since May 30, 2005. A formative evaluation covering over two years (2005-06 to 2007-08) of
SINED activity under AANDC was completed in September 2008. This follow up evaluation is
in compliance with the 2009 Treasury Board Policy on Evaluation. The objectives are to:

e provide a neutral and independent analysis of SINED’s ongoing relevance (continued
need, alignment with government priorities, and alignment with government roles and
responsibilities) and performance (effectiveness, efficiency and economy);

¢ inform the decision-making for program renewal in 2013-14; and

e provide recommendations for SINED’s improvement.

Evaluation Findings
Relevance - Continued need

Primary arguments for the continuation of SINED include the need to address the enormous
challenges to economic development in the North, a shortage of funding, the need for further
capacity development and diversification, and the importance of a northern approach in the
North. Canada’s territories have significant natural resource deposits in oil and gas, metals,
diamonds and minerals, however, there is a need for economic diversification to protect the
economy from the boom-bust cycles of the resource sector. Natural and cultural attractions have
contributed to growth in tourism and cultural industries. Renewable energy and fisheries have
also advanced.

However, the development of all sectors has been challenged by a lack of transportation and
communication infrastructure, skills and housing shortages and high energy costs. The public
sector remains the largest employer, private sector investment is difficult to attract and funding
from the territorial government is limited. Within this context, the North needs programs like
SINED, which integrates northern perspectives and priorities through the Territorial Investment
Plans to address the barriers to economic development and contribute to a foundation for
economic development to take place.



Relevance - Alignment with federal priorities

There is a very strong alignment between SINED objectives and federal priorities. From 2005
when SINED was created up to now, the North has featured predominantly in federal
announcements and investments. Also, Canada’s Northern Strategy was introduced in 2007 and
since that time, the Government of Canada has committed to the streamlining of major project
approvals, housing construction, Aboriginal skills training, adult basic education, mapping of the
Arctic seabed, construction of a world-class Arctic research station, completion of the Dempster
highway and more. The 2008 and 2011 Speeches from the Throne strengthened the
government’s commitment to the North and the 2009 SINED renewal complements other federal
initiatives (e.g. 2009 Economic Action Plan) in the North.

Relevance - Alignment with federal roles and responsibilities

SINED’s role in economic development is embedded in the federal government’s jurisdiction in
the North, which is clearly mandated in legislation namely, the Canadian Constitution and the
Department of Indian Affairs and Northern Development Act. Other entities (e.g. territorial
governments) are involved in the economic development of the territories; however, the
evaluation found that their roles and activities are complimentary to that of SINED. Along the
same lines, while some “province-like” responsibilities for governance and administration have
been successfully transferred to the territorial governments, control over land and resource
management is in varying stages of devolution from AANDC to the territories with Nunavut
only now beginning to negotiate a devolution plan. In the end, economic development in the
North remains a shared responsibility between the federal government, territorial governments
and self-governing First Nations. Given the continued reliance of the territorial governments on
federal transfers, federal involvement in northern economic development will likely continue for
some time.

Performance — Effectiveness/success

The evaluation was unable to make any conclusions on the overall impact of SINED investments
due to the lack of processes or systems to monitor and aggregate results over time and difficulties
accessing project reports through the First Nations and Inuit Transfer Payment System. A
Performance Measurement Strategy created for SINED in 2009 was never implemented. In the
absence of a formal coordinated approach to monitoring progress, performance information has
been collected at the project level and documented in project reports. Performance reporting thus
involves the manual review and roll-up of individual reports.

Some positive outcomes and useful indicators for investments in energy, renewable energy,

mining, geoscience, fisheries, tourism, information communications technology/broadband and
cultural industries were documented through the case studies.
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Performance — Efficiency and economy

SINED staff was identified by recipients as a strength due to their dedication, knowledge, and
support. However, SINED has experienced difficulties attracting and retaining staff. This has
resulted in increased workloads, impacted planning, performance measurement, monitoring and
reporting. In turn, these difficulties have led to a reduction in the support that staff provides to
project proponents.

Changes to the project approvals process have contributed to delays in project and funding
approvals. These delays have disrupted recipient organizations’ planning processes, increased
project costs and impacted the timely delivery of quality projects. In addition, delays in funding
contribute to financial hardship for recipient organizations.

The transition of SINED from Aboriginal Affairs and Northern Development Canada to CanNor
has also impacted the effective and efficient delivery of SINED programs. SINED was
transferred to CanNor just as the new agency was getting established. Shortly thereafter, SINED
staff was tasked with delivering additional programming introduced through the federal
government’s Economic Action Plans. These actions resulted in increased workloads and
impacted SINED delivery. The evaluation also found that the transition has resulted in a
“disconnect” between management and operations.

Another key finding is the many similarities between the four SINED component programs. Not
only do these components have similar eligible recipients but they also fund similar projects thus
calling into question the need for four separate component programs.

Other Issues

An analysis of Canadian and international approaches to economic development in northern and
remote regions concluded that SINED is consistent with international best practices for
short-term policies to improve economic development. However, without significant,
coordinated, long-term investments in the North, SINED is unlikely to result in sustained change
in economic conditions. To this end, the literature emphasized the importance of sustained
long-term investment in leadership, institutions, education, skills development, infrastructure,
entrepreneurship and healthy, vibrant communities.

Conclusions

SINED is consistent with federal government priorities and roles and responsibilities and
responds to a continued need for foundational investments supporting economic development in
the North. SINED funding complements what is available through territorial governments and
other federal departments and should continue given the limed resources and difficulties
attracting private-sector investment.

While some quantifiable measures of success were documented for particular sectors, without a

process to properly monitor the outcomes of SINED investments it is not possible to assess the
impacts of these investments. SINED needs a performance measurement strategy, which
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identifies outputs, outcomes and indicators and which outlines a process for collecting
performance information. Upon implementation, such performance information can be used for
ongoing management, reporting on results and the early identification of problems.

The evaluation identified inefficiencies in the project and funding approvals, program design and
tracking tools. In addition to negatively impacting internal operations, inefficiencies in these
areas have also negatively impacted recipient organizations and the cost, quality and timeliness
of projects. SINED should apply lessons learned and best practices from regions and from
Regional Development Agencies to address issues impacting efficiency and economy.

The disruption caused by the transition of SINED to CanNor, the additional workload and the
disconnection between SINED management and operations must be recognized and addressed
immediately. A staffing strategy is needed to identify responsibilities and appropriate resource
levels for the effective delivery of SINED and to attract and retain staff. The strategy should
target individuals with the right skills (e.g., new business graduates), address barriers to moving
north (e.g., housing) and provide incentives for moving north (e.g., training).

Finally, there is a great need for foundational investments in the North to support economic
development. SINED provides essential support for capacity building in existing sectors and
economic diversification, and has adapted well to northern economic development strategies.
However, the need in the North is such that it is greater than one economic development program
can possibly fulfill. In order to achieve real change, SINED must be part of a long-term,
sustained, coordinated approach to northern development.

Recommendations
It is recommended that CanNor:

1. Introduce processes, systems and resources to properly monitor and manage performance
(effectiveness, efficiency and economy) and report on the impact of SINED investments.

2. Review the approach (program design) to achieving outcomes based on lessons learned
and best practices. Consider collapsing the four programs into one or better
distinguishing between them.

3. Introduce processes/procedures to improve approval time and delivery of funding.

4. Update policies and procedures manual.

5. Develop a Human Resources Plan / Recruitment Strategy to attract and retain staff and

ensure CanNor has needed resources (with relevant experience) to meet program delivery
demands.
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Management Response / Action Plan

Provided by the Canadian Northern Economic development Agency

Recommendations

Response and Planned Actions

Responsible Manager
(Title / Sector)

Planned
Implementation and
Completion Dates

1. Introduce processes, systems and
resources to properly monitor and
manage performance (effectiveness,
efficiency and economy) and report on
the impact of SINED investments.

Agreed.

CanNor has systematically updated
its performance measures since its
creation in 2009. Its departmental
Performance Measurement
Framework has been updated with
changes complementary to its
MRRS elements and is now fully
operational, including elements that
report on program (including
SINED) performance. With new
measures in place for Northern
Adult Basic Education Program,
updates made to the Aboriginal
Economic Development program
suite, and SINED’s update
completed in line with its renewal,
all of CanNor’s performance
measures are current.

To complement work on measures,
CanNor’s Operations group is
implementing mechanisms to gather
the necessary data via internal
spreadsheets.

Further, work is underway to update
CanNor’s program forms and
processes, which will include clear
and simple procedures to gather
performance data.

The Agency is consulting with other
Regional Development Agencies
and Shared Service Canada to seek
long-term solutions.

Vice-President Policy

DG Operations

DG Operations

Director, Corporate
Services and DG
Operations

By December 31,
2013

By March 31, 2014

By March 31, 2014

Ongoing

2. Review the approach (program
design) to achieving outcomes based on
lessons learned and best practices.
Consider collapsing the four programs
into one or better distinguishing between
them.

Agreed

CanNor is reviewing program
design, taking into account input
from the SINED evaluation and from
stakeholders.

Vice-President Policy

By June 30, 2014

3. Introduce processes/procedures to
improve approval time and delivery of
funding.

Agreed

CanNor is reviewing business

DG Operations

By March 31, 2014
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processes and will introduce
changes to enhance timeliness of
support.

4. Update policies and procedures Agreed.
manual.

CanNor has begun developing a DG Operations By March 31, 2014
program officer tool kit that will
include an updated business
process manual, program manuals
and guides, and project risk
assessment templates.

CanNor will provide copies of the
manual and training on the policies
and processes to all staff involved in
the Grants and Contributions
business process. The training will
be an ongoing process to ensure
new staff are trained and existing
staff are made aware of updates.

5. Develop a Human Resources Plan / Agreed.
Recruitment Strategy to attract and retain
staff and ensure CanNor has needed
resources (with relevant experience) to
meet program delivery demands.

The Agency is in the process of Director Corporate By June 30, 2014
renewing its HR plan and finalizing Services
the Inuit Employment Plan (IEP)
with target completion date by the
first quarter of 2014. CanNor
commits to review these plans on
an annual basis.

The Management Response / Action Plan for the Evaluation of the Strategic Investments in
Northern Economic Development (SINED) Program were approved by the Policy Committee
on December 19, 2013.



1. Introduction

1.1 Overview

Strategic Investments in Northern Economic Development (SINED) is a suite of programs that
has provided funding for economic development in the North since May 30, 2005. A formative
evaluation was completed in September 2008 covering over two years of activity between
2005-06 and 2007-08. SINED was renewed for an additional five years commencing April 2009
and is currently funded until March 31, 2014. The objective of this summative SINED evaluation
is to provide CanNor senior management with credible and neutral information on the ongoing
relevance and performance of SINED in order to inform the decision for program renewal in
2013-14. A further objective is to provide recommendations for program improvement.

In 2008, when the formative evaluation was conducted by the Evaluation, Performance
Measurement and Review Branch (EPMRB) of the Department of Aboriginal Affairs and
Northern Development Canada (AANDC), SINED was delivered through AANDC’s Northern
Affairs Organization. Northern Affairs Organization orchestrated the program renewal and initial
delivery in 2009 pending the establishment of the Canadian Northern Economic Development
Agency (CanNor), a new agency responsible for economic development in the North. CanNor
was established, and became responsible for SINED, in August 2009 in accordance with
paragraph 2(a) of the Public Service Rearrangement and Transfer of Duties Act. EPMRB is
undertaking this summative evaluation of SINED on behalf of CanNor.

1.2 Program Profile
1.2.1 Program Context

Canada’s North faces unprecedented opportunities: it has impressive economic assets,
principally in the form of identified but untapped natural resources. However, on the opposite
side of the equation lies a daunting list of challenges to economic development. Beyond the
capital cities, the North is composed of remote communities separated by huge distances. The
transportation and communications infrastructure is underdeveloped and energy costs are high.
Arctic conditions, including permafrost, snow and ice cover, extreme weather, prolonged
darkness in winter and light in summer and limited local and regional capacity are a part of life.
A large public sector remains the primary employer in the territories. Attracting private sector
investment to the North is a challenge and industries struggle to overcome many barriers to
business. Opportunities and risks, or barriers specific to key sectors in the North are summarized
below:

In 2010-11, tourism contributed over $110 million to the economy in the Northwest Territories.
Tourists can take advantage of various activities like sport fishing, hunting, outdoor adventures,
aurora viewings, and Aboriginal cultural events across the territories. Long-term trends indicate
that the sector has opportunity to grow in adventure and eco-tourism and is expected to benefit
from a growing desire among travellers for authentic experiences. Threats to the sector include
limited airline capacity, particularly in Nunavut and the Northwest Territories, competition from



other tourist destinations, limited connectivity, a lack of capital investments and a slow national
and international economic recovery.

The North has a distinct and proud history of Aboriginal culture and traditions and one of the
highest forms of Aboriginal cultural expression is through arts and crafts. Cultural industries
(such as film, carving, printmaking, weaving, jewellery, clothing) across the North are
recognized and respected internationally and have gained an increase in international exposure in
recent years, particularly as a result of cultural displays and events at the 2010 Olympics in
Vancouver. In Nunavut, the cultural industries employ 20 percent of the local workforce' and
contribute a total of $33.4 million annually to the Nunavut economy, including $22.9 million in
direct impact, and $10.5 million in related spinoffs®>. The cultural sector of the Northwest
Territories, including artists, consists of 750 workers, almost three percent of the territorial
workforce (2011-12)°. New markets in Europe have been steadily growing and there is potential
for a Chinese market, but the majority of the market remains in Canada.

Challenges to cultural industries include economic conditions/downturns, barriers to accessing
new markets, difficulties accessing materials such as seal skins or carving stone (some quarries
can only be accessed once a year), linguistic profiles of artists, a lack of a distinct brand image
for the various products and competition from high-paying jobs in other sectors. Obstacles
identified by the film industry include lack of tax credits, of the kind offered by many
jurisdictions, and limited availability of technicians and equipment.

Fisheries has been identified as an important sector for both the Northwest Territories and
Nunavut; however, Nunavut has seen the most promising growth in recent years. In 2010, it was
estimated that Nunavut’s fisheries contributed between $12 and $14 million annually to the
territorial economy ($7.5 to $9.5 million as income)”. In 2010, the Standing Senate Committee
on Fisheries and Oceans identified an increased harvest in Arctic char as a goal for future
development of the industry’. Arctic char are a highly priced delicacy, marketed mainly fresh
and frozen as whole-dressed fish and steaks’. The most important fish species in the Northwest
Territori7es are in Great Slave Lake and include whitefish, pickerel, lake trout, northern pike, and
inconnu’.

The greatest threat to the fisheries industry is the availability of supply of fish, so the focus of
much of the industry is maintaining a stable industry rather than increasing production®. In
Nunavut, the fisheries industry has also been hampered by the lack of a deep-water port to
offload catches. Although Nunavut has Canada’s largest coastline, it is the only coastal

' The Conference Board of Canada, “Closing the Gap: Toward Capturing the Value of Aboriginal Cultural

Industries”, 2008, p27.

2 Centre for the North, Northern Lights Business and Cultural Showcase Feb. 1-4, 2012, Ottawa
http://www.centreforthenorth.ca/documents/news/nl12_brochure_english _lowpdf

? Government of the Northwest Territories, Arts Strategy: Progress Report, 2013, p12.

‘5‘ Conference Board of Canada, Mapping the Economic Potential of Canada’s North (Draft Report), 2010, p32.
Ibid, p25.

® Fisheries and Oceans Canada, 2013-04-11. Arctic Char. Retrieved from Canada’s Sustainable Fish and Seafood:

http://www.dfo-mpo.gc.ca/fm-gp/sustainable-durable/fisheries-peches/char-omble-eng.htm

; Conference Board of Canada, Mapping the Economic Potential of Canada’s North (Draft Report), 2010, p33.

Ibid.



jurisdiction that does not have a deep-water port, which can accommodate large fishing vessels
and the processing of all their catches. As a result, the offloading of catches from large fishing
vessels is time consuming and catches that cannot be processed in Pangnirtung are being shipped
internationally to Greenland for processing and to other markets for packaging. In turn, these
countries label this Canadian product as their own. Investments in infrastructure like port
facilities and harbours to support fishing vessels (even of modest size), as well as processing
plants and cold-storage operations, are needed for the sector to thrive in Nunavut. In the
Northwest Territories, there has been a drop in fish harvests due to challenges with the fish
population, however, a recovery strategy is in place to address these challenges’.

The United States Geological Survey estimates that the North contains up to 13 percent of the
world's undiscovered oil and 30 percent of undiscovered natural gas reserves'’. However, the oil
and gas industry has been impacted by declining international prices and delays to the Mackenzie
Gas Pipeline Project. Since peaking in 2001, the Northwest Territories’ fuel industry has been in
decline with no new wells expected to begin production over the next few years''. Additional
challenges to the development of the energy sector include the fragility of northern ecosystems, a
shortage of skilled labour, a lack of communication and transportation infrastructure and a lack
of private sector incentives and investment.

Likewise, there is great renewable energy potential in the North. In the Northwest Territories,
there are multiple larger-scale hydro opportunities, creating a foundation for a power grid, which
would reduce rates and enhance reliability and diversity to the economy. In the Yukon, hydro
and wind comprise 17 percent of energy use'> and the supply of fuel wood has been valued at
approximately $4 million a year in employment and import substitution'>. While some studies
have been conducted to better understand the Yukon’s wind, geothermal and solar energy
potential, it is largely unknown and undeveloped'. Yet, threats such as limited local capacity
and funds for renewable energy development in the North and poor economies of scale pose
particular challenges to the sector’s growth.

Moreover, the potential of mining in the North also looks bright. Many northern regions have a
strong history in mining and are highly developed, while others offer underexplored regions with
significant potential for resources". It is estimated that northern diamond mining accounts for
8.87 percent of total global diamond production, making Canada the third-largest global diamond
producer by value'®. The global economy is recovering and the long-term global demand for
commodities is increasing, making mines in remote northern areas potentially viable'’. Several

? Conference Board of Canada, Mapping the Economic Potential of Canada’s North (Draft Report), 2010, p28.

°yus Geological Survey. (2008, July 23). USGS Release 90 Billion Barrels of Oil and 1,670 Trillion Cubic Feet of
Natural Gas Assessed in the Arctic. Retrieved Jan 20, 2013 from
http://www.usgs.gov/newsroom/article.asp?ID=1980&from=rss_home

! Conference Board of Canada, Territorial Outlook: Winter 2012, p18.

2 Yukon Energy Mines and Resources, Energy Strategy for Yukon, 2009.

" Energy Mines and Resources, Yukon Government website under “Wood Energy”. Retrieved October 2013 from

http://www.esc.gov.yk.ca/biomass.html

' Energy Mines and Resources, Government of Yukon, Energy Strategy for Yukon, January 2009, p12.

' Conference Board of Canada, Mapping the Economic Potential of Canada’s North (Draft Report), 2010, p19.

'® Conference Board of Canada, The Future of Mining in Canada’s North, January 2013.

'” Conference Board of Canada, Mapping the Economic Potential of Canada’s North (Draft Report), 2010, p20.



new mines are slated to open before the end of the decade in Nunavut, Yukon, and the Northwest
Territories and at least five mines in the Yukon are expected to be producing during the mid and
later part of the decade'®. In addition, the overall northern metal and non-metallic mineral output
is expected1 (;:o grow by 91 percent from 2011 to 2020, with a compound annual growth rate of
7.5 percent .

Devolution will likely contribute to increased mining activity. Since 2005, the Yukon has been
described as one of the world’s best mining jurisdictions because of its very stable political
climate, good transportation and energy infrastructure, and demonstrably pro-mining
government. As a result, the Fraser Institute’s annual mining survey regularly places
post-devolution Yukon near the top of its Policy Potential Index for best mining jurisdictions
within Canada and around the world*’. Until devolution is finalized in the Northwest Territories
and Nunavut, regulatory uncertainty will continue to be a threat to mining in those territories.
Additional threats include limited capacity and resources of First Nations and Inuit to engage in
consultation and negotiation, recruitment of labour to work on remote construction and mining
sites, poor road infrastructure, lack of an energy strategy for large-scale mining, serious
shortages of housing®', a fragile natural environment, distance to market and climate change.

Within this context, an economic development program, such as SINED, can address many of
the barriers identified above and help establish the conditions for future economic growth and
stability.

1.2.2 History of SINED

SINED emerged as the federal government’s primary response to economic development in the
North in March 2004 when the federal budget committed $90 million over a period of five-years
for northern economic development. In the spring of 2005, SINED was launched by AANDC. It
included three complementary programs: a new Targeted Investment Program was created with
incremental funds. The existing Innovation and Knowledge fund and Northwest Territories-
specific Partnership and Advisory Forums fund, both A-based programs, were renewed and
integrated into the set.

In 2009, SINED was renewed as part of Canada’s Economic Action Plan, which allocated a new
$90 million in funding for another five years (April 1, 2009 to March 30, 2014) over and above
the ongoing funds, which totaled almost $6 million over the same period. Following review and
stakeholder input, the program was renewed with essentially the same design, but with enhanced
flexibility to realign funds between program elements, and (consistent with the announcement
that it would form the core activity of a new regional economic development agency for the
North) increased emphasis on leadership and helping build partnerships. The Partnership
Advisory Forums was extended to all territories to help promote multi-stakeholder discussions,

'8 Conference Board of Canada, Territorial Outlook: Economic Forecast, Winter 2013, piii.

1% Rheaume, G., & Caron-Vuotari, M. The Future of Mining in Canada's North. Centre for the North, 2013, pi.
2% Alcantrara, C., Cameron, K., & Kennedy, S. Assessing Devolution in the Canadian North: A Case Study of the
Yukon Territory. Arctic Institute of North America, 2012, 328-338.

2! Government of Canada. (2013, 01 16). Promoting Social and Economic Development. Retrieved 02 02, 2013,
from http://www.northernstrategy.gc.ca/soc-dev/index-eng.asp



and a new Pan-Territorial Fund was established to support projects impacting more than one
territory.

1.2.3 SINED Components
Targeted Investment Program

In 2009, Targeted Investment Program was allocated $67 million over five years to be divided
equally among the territories. An analysis of the distribution of Targeted Investment Program
funding between 2007-08 and 2011-12 revealed a fairly equal allocation of Targeted Investment
Program funding across the three territories. Northwest Territories accounted for 36 percent of
expenditures and Nunavut and the Yukon each spent 32 percent of Targeted Investment Program
funding.

A single project cannot exceed $2 million in annual funding and the amount payable to any one
recipient cannot exceed $6 million. Targeted Investment Program projects must align with
Territorial Investment Plans (which were developed in advance of the 2009 renewal based on
progress in the first round of SINED); economic realities in each territory; and, input from
Territorial and Aboriginal governments, federal departments, the private sector and other
stakeholders. Investment Plans are reviewed and updated as necessary.

The Investment Plan in each territory may identify a mix of specific activities, recipients and
objectives; more broadly defined activities with specific objectives and outputs; and broad
developmental areas with activities and outputs to be identified through general calls for
proposals. See Section 1.2.8 for more information on Territorial Investment Plans.

Targeted Investment Program projects must also align with the following four thematic areas:

1. Building the knowledge base in key economic sectors to help set the stage for further
economic opportunities. Eligible projects include research projects, strategic plans,
feasibility studies and other related projects.

2. Enhancing the economic infrastructure base through the development of multi-user
physical infrastructure critical to economic growth. Eligible projects include feasibility or
planning studies for public or multi-user infrastructure; public/multi-user
telecommunications investments that fill gaps not covered by other federal funding; and,
small-scale investments in new or existing infrastructure with direct linkages to enhanced
economic activity™ .

3. Capacity development of organizations, associations, small and medium enterprises and
individuals to help them take advantage of economic opportunities. Eligible projects
include research projects, development of materials, curriculum, standards which support
capacity development, and capacity development initiatives™*.

*? Indian and Northern Affairs Canada, Northern Affairs Program, Northern Economic Development Programs
Desktop Administration Manual, October 2005, p10.

2 Indian and Northern Affairs Canada, Northern Affairs Program, Northern Economic Development Programs
Desktop Administration Manual, October 2005, p12.

* Ibid, p14.



4. Economic diversification within regions and sectors with a focus on the development of
new sectors, products, and markets. Eligible activities include, but are not limited to, the
development of sectoral strategies that can be then used to strategically guide
investments; support for the creation of technology clusters; support to cultural
industries; and, new product development and marketing®.

As shown in Graph 1, the majority (43 percent) of Targeted Investment Program funding
between 2007-08 and 2011-12 was under the “building the knowledge base” theme. 30 percent
of projects were classified as “capacity development” and 16 percent were directed towards
“economic diversification”. Projects for “enhancing the economic infrastructure base”
represented 11 percent of total SINED projects during that time.

Graph 1: Targeted Investment Program Expenditures by Theme 2007-08 to 2011-12
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Source: FNITP — List of SINED projects funded between 2007-08 and 2011-12

Ineligible projects/expenditures include: core funding; ongoing operations and maintenance of
organizations; major capital investments in infrastructure (e.g., laboratories); research of
knowledge-based activities that are primarily a resource management function; construction
activities related to large engineering works (e.g., roads, highways, bridges); investments in new
or existing infrastructure which is either owned or operated by a single for-profit enterprise that
is not for public use; direct skills training of individuals of the sort normally offered through
learning institutions or apprenticeship programs; and wage subsidies for persons receiving
training through course work or on the job™.

Eligible recipients include organizations, associations or social enterprises whose mandate
includes work with respect to northern economic development; individuals and small and
medium-sized enterprises; other levels of government; and other non-federal entities, public or
private, that have an interest/involvement in economic development in the North?’. An analysis

25 11
Ibid, p17.

26 Indian and Northern Affairs Canada, Northern Affairs Program, Northern Economic Development Programs

desktop Administration Manual, October 2005, p9.

7 Ibid, p22.



of recipients for Targeted Investment Program expenditures between 2007-08 and 2011-12
reveals that the territorial government is the primary recipient in all three territories - mainly for
geoscience. Between 2007-08 and 2011-12, the Government of Nunavut received $15 million®,
the Government of Northwest Territories received $10.7 million” and the Government of Yukon
received $8 million”,

Graph 2: Recipients of Targeted Investment Program funding by territory between 2007-
08 and 2011-12.
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Source: FNITP — List of SINED projects funded between 2007-08 and 2011-12

Graph 2 above shows that the Northwest Territories and Yukon regions support industry
associations more frequently than Nunavut. The Yukon supports Aboriginal organizations
significantly more than the Northwest Territories and Nunavut. Nunavut region has the most
dealings with the territorial government and non-government organizations.

Innovation and Knowledge Fund

In 2009, Innovation and Knowledge was allocated $7.5 million over five years (divided equally
among the three territories, it equals $500,000 per territory per year) to help territorial residents
participate in and benefit from the following:

1. Innovation - new or adaptations to products, services, or processes
Knowledge - production/dissemination, access to, increased understanding and ability to
use

3. Knowledge-based economy — defined by the Organization for Economic Cooperation and
Development as a greater dependence on knowledge, information and high skills levels
by business and the public sector

*® The Department of Economic Development and Transportation received $9.9M and other departments including
the Departments of Environment and Education, received the remainder.

% The Department of Economic development and Transportation received $9.6M and other departments including
the Departments of Environment, Transportation and Finance received the remainder.

3% The Yukon Geological Survey and Energy Mines and Research received $5.1M, the Department of Economic
Development and Tourism received $2.3M and the Department of Statistics received $622K



The intention is to help Northerners seize opportunities in the new economy, and further science
and technology. A single project cannot exceed $95,000 in total.

Innovation and Knowledge can invest in a full array of small or emerging economic development
opportunities; its projects do not need to align with Territorial Investment Plans. CanNor does
have discretion to set local Innovation and Knowledge priorities and may choose to link with
Investment Plan targets. Like Targeted Investment Program, research and consultation are
eligible for funding under Innovation and Knowledge, however, Innovation and Knowledge also
supports innovation, building capacity of individuals, and building capacity of organizations™'.

Similar to Targeted Investment Program, ineligible expenditures include core funding, major
capital items, fees for conventional skills training and wage subsidies. However, loan fund top-
ups®? are not eligible for funding under Innovation and Knowledge. Eligible recipients are the
same for Targeted Investment Program and Innovation and Knowledge.

Partnership Advisory Forums

The Partnership Advisory Forums provides $1.5 million over five years (or $100,000 per
territory per year) to increase dialogue on northern economic development issues and help
increase capacity in delivering projects in the North. The funding is also used to increase
knowledge, skills and understanding related to the roles and responsibilities of the various
players involved in economic development in the territories and supporting stakeholders at the
local, regional, territorial or pan-territorial levels. Contribution to any single project cannot
exceed $95,000.

The Partnership Advisory Forums projects are not included in individual Territorial Investment
Plans. The Partnership Advisory Forums priorities for investments are informed by the advice of
key economic players and other consultation and co-ordination activities. Eligible
activities/expenditures are identical to Innovation and Knowledge, except Partnership Advisory
Forums will provide core funding and will not fund individual capacity. Ineligible expenditures
are the same as Innovation and Knowledge except as mentioned above™.

Pan-Territorial Fund

The Pan-Territorial Fund, under the renewed 2009 SINED, is for projects that involve multiple
territories or a territory and one or more provinces. $5 million over four years was provided only
for project elements related to benefits within the territories. Other funding partners such as
federal Regional Development Agencies were encouraged to fund project elements in proportion
to benefits to their areas. Due to its pan-territorial scope, the fund is not included in individual
Territorial Investment Plans.

*! Indian and Northern Affairs Canada, Northern Affairs Program, Northern Economic Development Programs
desktop Administration Manual, October 2005, p36.

32 Loan fund top-ups involves the capitalization of organizations that provide financial assistance to SMEs (funding
for business loans).

33 Indian and Northern Affairs Canada, Northern Affairs Program, Northern Economic Development Programs

desktop Administration Manual, October 2005, p53.



Eligible projects must meet the eligibility criteria under Targeted Investment Program,
Innovation and Knowledge and Partnership Advisory Forums; must involve at least two
territories; and demonstrate pan-territorial benefits. Ineligible projects include construction
activity (as opposed to planning activity) related to large engineering works such as roads,
highways, airports, railroads, ports, wharfs, dams, commercial buildings and similar
infrastructure™®.

1.2.4 SINED Investments

As shown in Graph 3 below, between 2007-08 and 2011-12, 87 percent of SINED investments
were made through Targeted Investment Program, eight percent through Innovation and
Knowledge, four percent through Pan-Territorial Fund and one percent through Partnership
Advisory Forums.

Graph 3: Distribution of SINED funding by program between 2007-08 and 2011-12
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For the second round of SINED, 84 percent of the $90 million was expected to be distributed
through Targeted Investment Program, eight percent through Innovation and Knowledge,

six percent through Pan-Territorial Fund and two percent through Partnership Advisory Forums.
Graph 3 shows that the actual investments are within range of planned expenditures.

1.2.5 Objectives and Expected Outcomes
In June 2009, while SINED was still with AANDC, a Performance Measurement Strategy was

created to measure, manage and report on the performance of SINED investments. The following
outcomes were taken from the Performance Measurement Strategy:

3 CanNor, Pan-Territorial Fund — Program Management Framework, 2010, p2 and 4.



Immediate Outcomes

= Expanded publicly accessible information: Access to and use of knowledge products
developed by SINED-funded activities. For example, the production of publicly accessible
geoscience information creates opportunities for investments in resource exploration and
extraction.

= Expanded multi-user infrastructure: Access to and use of northern economic infrastructure
created by SINED-funded activities. For example, businesses accessing telecommunications
infrastructure such as broadband connections in order to market their products.

= Increased access to capital: Access to business funding as a result of SINED investments.
One example is SINED funding provided to Community Futures Development Corporations,
which in turn provide capital to the private sector.

= Increased ability of Northerners to respond to economic development opportunities: Access
to and use of capacity-building products and services developed by SINED-funded activities.
For example, Northerners accessing training services developed by project proponents.

= Increased partnerships with northern governments and organizations: Cooperation and
collaboration amongst organizations that play a role in northern economic development.

Intermediate Outcomes

= Increased private sector investment and expanded business and employment opportunities:
Growth in investments related to SINED-funded activities, and an increased private sector
role in the territorial economies.

» Increased sustainability of principal economic drivers: Growth in resource-based industries,
especially mining and oil and gas, and tourism. This includes increased capacity to handle
downturns in global commodities markets.

= Increased economic development and diversification: Growth in small and medium-sized
enterprises, and in emerging northern industries such as culture and fisheries.

Long-term Outcomes

=  Strong, stable territorial economies for the benefit of Northerners and all Canadians:
Economically diverse, self-reliant territorial economies with high levels of participation by
Northerners.
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1.2.6 Program Management, Key Stakeholders and Beneficiaries
Transition of SINED from AANDC to CanNor

In the January 2009 federal Budget, the Government of Canada tabled an Economic Action Plan,
which committed $50 million over five years towards a new Regional Development Agency. On
August 18, 2009, the Prime Minister announced the creation of CanNor as the Regional
Development Agency for Canada’s North, with headquarters in Iqaluit and regional offices in
Nunavut, Northwest Territories and the Yukon, and a policy/coordination office in Ottawa.

The creation of CanNor was accompanied by the announcement that SINED, and all other
AANDC territorial economic development programming, would be transferred from AANDC to
CanNor. Some rental space was secured in 2010 to provide room for headquarter positions,
notably the Vice President of Operations and other staff. As well, the AANDC economic
development unit in Iqaluit was transitioned to CanNor offices in the middle of fiscal year
2009-10. The other three regional offices had similar moves. A new building was constructed in
Igaluit and, in June 2012, almost three years after the announcement of the transfer of
responsibilities, CanNor headquarters staff moved into the new space.

While the new agency benefitted from the transfer of AANDC staff experienced with SINED,
CanNor had to fill new positions on the corporate side. In addition, a number of AANDC staff
did not want to relocate from AANDC Headquarters in Ottawa to Iqaluit. As a result, new staff
had to be hired. According to SINED staff, from the beginning, CanNor has been challenged
with filling vacant positions. CanNor management has experienced frequent turnovers. For
example, since 2009, there have been four deputy ministers and six chief financial officers.

After the transition to CanNor, regions continued to deliver SINED as outlined in the program
manuals, however, in November 2010, limited or reduced sub-delegation of Ministerial authority
was introduced. Government policy entrusts ministers and deputy heads with the responsibility
to delegate financial and operational authority to managers thereby enabling them to more
efficiently administer programs that fall within their jurisdiction. The delegation of signing
authorities provides managers with some power to authorize expenditures and introduces
efficiencies.

In the first round of SINED, the regional directors could approve projects up to $175,000 and
regional directors general could approve projects less than $250,000. Projects between $250,000
and $499,000 were approved by the Assistant Deputy Minister and projects over $500,000 were
approved by the Minister. In the second round of SINED (following November 2010), all SINED
projects went to the Minister for approval.

In fiscal year 2011-12, a total of 96 projects were funded. Sixty-seven projects were under
$250,000, 20 projects were between $250,000 and $499,000 and nine projects were over
$500,000. The project with the lowest dollar value was for $3,150 and the highest value project
was $1.55 million. While the evaluation was unable to determine what percentage of these
projects were actually approved by the Minister (as some could have been multi-year projects
and approved several years prior), it does illustrate the volume of projects per year. It also shows
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that if sub-delegation of ministerial authority was still in place, only nine percent of projects in
2011-12 would have required ministerial approval.

A Memorandum of Understanding between AANDC and CanNor, in operation since
August 18, 2009, compensated AANDC for continued support for corporate services in human
resources, information technology, financial services, administration, contracting, transfer
payment management, audit and evaluation, financial systems, communications, executive
services and material management support’. Human resources, financial services and
information technology have been since transferred to shared Government of Canada services.
At the time of writing this report (August 2013), the parties have been operating without a
Memorandum of Understanding for five months. The evaluation is aware that the Memorandum
of Understanding is being reviewed for renewal, and in the meantime, AANDC will continue to
provide corporate services until other arrangements are made.

In 2009, the same year CanNor was launched and SINED was renewed, CanNor was also tasked
with delivering both the Community Adjustment Fund and the Recreational Infrastructure Fund,
which were announced as part of Canada’s Economic Action Plan. These two-year stimulus
programs, designed to address short-term economic needs of Canadian communities impacted by
the global recession, were delivered through the Regional Development Agencies and provided
$32.8 million in total contributions funding for the territories. With three incremental staff for
delivery, CanNor Operations staff also drew on experienced SINED staff to ensure timely
implementation.

Shortly after the Community Adjustment Fund expired in 2011, CanNor (including SINED) was
tasked with delivering the Northern Adult Basic Education Program, a five-year program
totalling $27.0 million for the three territories with only one additional delivery officer. This was
followed by the Community Infrastructure Improvement Fund, which was announced in the
2012 Economic Action Plan. The Community Infrastructure Improvement Fund provides the
three territories with $6.4 million over two years for repairs and improvements to existing
community infrastructure that is accessible to the public. The program expires on
March 31, 2014.

The evaluation also notes that in 2012, CanNor was impacted by the federal Deficit Reduction
Action Plan. In 2009-10, CanNor had 106 employees’® but this quickly fell to 75 in 2010-11 and
has hovered at this level ever since. SINED had 22 employees in 2009 and the number of
employees peaked at 31 in March 2011. By September 2011, the number of SINED employees
was reduced to 25 and has, for the most part, stayed at this level. Most change has been at the
CO-01 and CO-02 levels and PM 4, 5 and 6 levels.”’

3 A Memorandum of Understanding in effect from April 1, 2012 to March 31, 2013, states that AANDC will
provide corporate services to CanNor, such as financial, administrative, contractual, transfer payment management,
human resources and communications, while CanNor will continue to operate under its own signing authorities and
related delegations, and will pay AANDC for corporate services.

3% The number of planned and actual full-time equivalents are taken from the Report on Plans and Priorities
(planned) and DPR (actual) :2009-10: Planned: 0 - Actual 106; 2010-11: Planned: 115 — Actual: 75; 2011-12:
Planned: 105 - Actual: 77; and 2012-13:* the figures for this are expected to be released in the fall, 2013

37 CanNor, “Operations Staffing History 2009 to 2013”, November 18, 2013.
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Governance

CanNor headquarters in Iqaluit is responsible for the overall management of SINED delivery
while the regional offices develop the Territorial Investment Plans and take care of day-to-day
management of SINED, including issuing calls for proposals, completing project assessments,
developing recommendations for approval, project tracking, monitoring and reporting.

CanNor’s policy office in Ottawa is responsible for program design, policy development and
drafting of Memoranda to Cabinet and Treasury Board Submissions, as well as annual planning
and reporting to Parliament through the Report on Plans and Priorities and the Departmental
Performance Report. The Vice President and President are also based in Ottawa. The Minister of
CanNor, who is also the Minister of Environment and Minister for the Arctic Council, is
responsible for project approvals.

Key Stakeholders and Beneficiaries

A number of diverse stakeholders are involved in SINED projects, including territorial
governments, industry associations, Aboriginal organizations, other federal departments,
municipalities, non-governmental organizations, post-secondary institutions and the private
sector. Stakeholders are engaged in discussion to help ensure the Investment Plans fit the needs
for economic growth in the specific territory.

The primary beneficiaries of SINED are organizations engaged in economic development in
Canada’s three territories and businesses in targeted sectors such as mining and tourism.

1.2.7 SINED Budget Allocations for 2007-08 to 2011-12

Table 1: SINED Planned/Forecast spending from 2007-08 to 2011-12

| 2007-08 | 2008-09 | 2009-10 [2010-11 | 2011-12 [ TOTAL
Operations and Maintenance
Salary 913728 913728 913728 2741184
Other 182746 182746 182746 548238
TOTAL O&M 1096474 1096474 