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SUMMARY
In the 19th century, building the Canadian Pacific Railroad was a crucial element for
successful and profitable trade between populated and developing portions of southern
Canada. In the 21st century, that crucial element could be a northern corridor that eases
east-west trade through Canada’s North. Two recent Senate reports, supported by federal
Transportation Minister Marc Garneau, concluded such a project could “unlock significant
economic opportunities for our Country.” We explore this possibility.
Canada’s North relies heavily on imports for many important goods and services, especially
manufactured products, agricultural goods, and professional and scientific services. While
imports account for 28 per cent of spending for Canadian provinces, that figure stands
at 35 per cent for the Yukon, 39 per cent for the Northwest Territories and 40 per cent
for Nunavut. Exports are also critical, especially for the Northern resource sector, which
exports 80 per cent of production compared to 66 per cent for the provinces. But due to
its vast geography, sparse population, challenging weather and poor trade infrastructure,
the costs of trading are large; the gains liberalization equally so.
In this paper, we summarize recent analysis that quantified the magnitude and
consequences of trade costs with and between Canada’s territories. We find that while
distance matters, it matters much more for the territories. Specifically, we find the per-mile
trade costs are 45 per cent larger for the territories than the provinces, suggesting lower
quality infrastructure is an important cause. The gains from lowering such costs are large.
We find the combined annual GDP of Nunavut, Yukon and the Northwest Territories could
increase by nearly $4.7 billion – a massive increase of roughly 50%.
A northern corridor providing better trade infrastructure would benefit provinces and
territories alike. And while the initial outlay for northern infrastructure including multiple
transportation modes would be significant, the long-term gains in GDP may justify such
costs.

