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The Federation of Canadian Municipalities (FCM) is pleased to provide this written 
testimony to add to the Committee’s study of tax measures in the 2016 Federal Budget. 
 
FCM has been the national voice of municipal government since 1901. With some 2,000 
member municipalities, FCM represents the interests of municipal governments on 
policy and program matters that fall within federal jurisdiction. Members include 
Canada's largest cities, small urban and rural communities, and 18 provincial and 
territorial municipal associations.  

Canada's northern and remote communities are integral to our social and cultural fabric, 
as well as to our economic prosperity. What's more, Canada's North and its 
communities are creating sustainable development strategies to support economic 
diversification. But their success depends on more public infrastructure to connect them 
to the rest of Canada-and to each other, as well as on a strong federal partnership that 
will help create jobs, address the high cost of living, maintain and expand housing 
options, and make infrastructure more resilient to a changing climate. 

In our pre-budget submission, we recommended that the Government of Canada take 
action to address the high cost of living in the North by implementing a proposed 
increase to the residency component of the Northern Residents Tax Deduction (NRTD), 
including indexing the deduction to retain its value in the future. This position 
incorporated the views of our Northern and Remote Forum, as led by our three member 
territorial associations -- the Northwest Territories Association of Communities, the 
Association of Yukon Communities, and the Nunavut Association of Municipalities. 

The Budget proposed a 33-per cent increase to the daily maximum amount, to $11 per 
day from the current $8.25 per day, for a resident living in a prescribed zone. However, 
the Budget does not apply an index to the deduction in future years. While FCM 
strongly supports the increased daily maximum, we also believe that an index is 
crucial to the NRTD’s long-term effectiveness. Without indexation, the real value 
of the NRTD, including Budget 2016’s significant increase to the maximum 
deduction available, will once again erode over time. 

The NRTD is an important measure for supporting residents of Northern communities 
who face dramatically higher costs of living compared to the rest of Canada. Many 
Northerners spend more than half of their income on basic necessities. Moreover, the 
Conference Board of Canada and the Canadian Chamber of Commerce have both 
identified the high cost of living in the North and the consequential difficulty in attracting 
and retaining skilled workers to the region, as barriers to investment and economic 
development. 

The NRTD, which includes a residency and a travel component, was introduced in 1987 
and the amount was increased just once, by 10 per cent, in 2008. Meanwhile, Statistics 
Canada’s Consumer Price Index (CPI) indicates that the cost of living in Yellowknife 
alone has increased more than 70 per cent since the deduction was created.  
 



 

The NRTD was designed to help employers attract and retain skilled personnel in the 
North by providing tax relief to offset the higher costs of living in the North. Over the 
years, the compensating power of this measure has diminished due to inflation, 
reducing its effect in attracting skilled labour, in lowering costs of living for all Northern 
residents, and in promoting the residency of workers who regularly travel from other 
jurisdictions to jobs in the North. In the Northwest Territories, for example, the share of 
labour income earned by non-residents is between 15 and 20 per cent, representing a 
major loss of tax revenue and leakage of wages and purchasing to southern markets.     
 
We believe that the NRTD should not only be substantially increased as proposed in 
Budget 2016, but also indexed to inflation so that its real value is protected. A more 
lasting offset to the extremely high cost of living in the North compared to the rest of 
Canada would not only help alleviate poverty and inequity; it also would promote 
regional economic development by making it easier to attract and retain skilled workers.  
 
The labour shortage in the north is a complex challenge. Dimensions include capacity 
gaps in the local education system’s ability to equip residents with the types of skills 
needed by employers. Another is a shortage of decent, affordable housing, and 
supporting infrastructure. Resource development-driven arrangements tend to lead to a 
“camp” model of worker residences that is inherently temporary, which tends to 
discourage individuals from bringing their families to the region and settling there. 
Limited access to key social services, such as health care, adds to the disincentives 
and promotes the transience of skilled labour.  

Improving the financial incentive for working in the North, therefore, is an important part 
of attracting a skilled workforce. As noted above, this also would help address poverty 
which is exacerbated by the exorbitantly high cost of living in Northern communities.  

It is estimated that, compared to southern Canada, it is, respectively, 1.5, 1.3 and 1.2 
times more costly to purchase goods and services in Nunavut, Yukon and the 
Northwest Territories. Isolation and remoteness are the primary drivers of these costs. 
Many communities are only accessible by air or ship, and in the western Arctic, by ice 
road in the winter. These communities depend on the South for a range of resources, 
including fuel (for vehicles, electricity and heating), medical supplies and building 
materials. This geographic reality means individuals and families in the North devote 
much more of their income to basics such as food, housing, communications and 
transportation, than do most Canadians. This is particularly so in Nunavut, where the 
cost differential is widest. 

Various groups have pointed to gaps in the NRTD’s application to low-income earners 
in the North who, as a result, are then less likely to fully benefit from the NRTD. First, 
low-income earners are less likely to receive taxable travel benefits from their employer, 
and their return is often too low for the residency deduction to be meaningful. In 
addition, because everything from goods to services including labour is so expensive in 
the North, low-income earners in the North are often excluded from federal programs 
since their income may be high relative to workers in the rest of Canada. An increase in 



the NRTD, or an adjustment of program eligibility ceilings in the North, may help to 
address these challenges. 

The isolation of many northern communities, especially in Nunavut – where long-range 
ground transportation is not available – causes the price of goods to double or triple. 
The result is that the amount of GST paid on goods in the North is sometimes 
equivalent to the full before-tax cost of those items in the South. The NRTD, which was 
introduced before the GST was created, could be used as a mechanism to help level 
the playing field with respect to taxes on goods which are significantly more expensive.  

Finance Canada has estimated that the current NRTD accounts for on average, $132.5-
million in lost revenue annually, including both the residency and the travel deductions. 
According to Budget 2016 documents, the proposed changes to the residency 
component of the NRTD would reduce federal revenues by an additional total of $255-
million over the next five years.  

FCM and the leadership of the Northern and Remote Forum see this as a critical 
investment in the economic development of Canada’s North and the renewed well-being 
of communities in northern and remote regions, which in turn is beneficial to the entire 
country. The talent that is attracted to the North through the NRTD and other benefits, 
as well as through investments on much-needed infrastructure improvements, will in 
turn foster the growth and resources needed to cultivate local talent.   

Thank you for the opportunity to submit this testimony. 

 

 


