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INTRODUCTION

The majority, being satisfied with the ways of
mankind as they now are -- for it is they who
make them what they are -- cannot comprehend
why those ways should not be good enough for
everybody. (1)

Northern Canada(z) has not reached its potential for economic development
because Northerners have not been treated fairly by our laws and institu-
tions. A new and more enlightened approach to Northern Development is
needed, one sensitive to the hardships of Northern living, and one which
treats Northerners with equity and fairness.

Canada's economic development was influenced enormously by her frontier
regions. This fact remains unchanged after 113 years of Confederation,
although the frontier has receded somewhat. Today, that frontier is North-
ern Canada.

Major economic, social, and political challenges facing Canadians in the
1980's will only be resolved through the use of resources and space in Nor-
thern Canada and, more importantly, with the co-operation of Northern resi-
dents. There are two ways of securing their co-operation and, hence, of
influencing Northern Development: through unilateral legislative and dec-
latory powers, or through negotiation, compromise, and a respect for the
minority rights of Northern Canadians.

The first approach is unacceptable because it will isolate Northerners from
the mainstream of Canadian life., Furthermore, this approach will increase

regional tensions by cultivating feelings of resentment and isolation, and

by destabilizing economic ties between Northern Canada and the rest of Can-
ada.

Federal politicians must realize that national policies designed to win

votes from those living in large cities -- the Urban majority -- but show-
ing little consideration for the values and aspirations of those living in
Northern Canada, will hurt all of Canada, both economically and politically.

]John Stuart Mill, On Liberty (Indianapolis: The Bobbs-Merill Company, Inc.,
1975 (1859), p. 69.

zNorthern Canada contains Zones A and B on Page 29. Specifically, Northern
Canada is that area North of §5° in B.C. and Alberta, North of 54° in Sas-
katchewan, North of 52° in Manitoba, and North of &50° in other provinces.
The Queen Charlotte Islands, other small islands off the coast of Northern
Canada, and all of the Yukon Territory and the N.W.T. are also included.
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Equity, national unity, and a healthy economy demand the second approach.

A Northern Development strategy founded on the concept of equity and fair-
ness for Northernmers(3) is consistent with the second approach and provides
the theme for this paper.

We question the wisdom of allowing urban sprawl to absorb increasing shares
of the nation's wealth while Northern Canada and, indeed, Canada's future,
remain neglected.

Hardships endured by Northerners are surveyed and we show how Northern tax-
payers pay approximately $470 million (real 1979 dollars) in unfair Federal
taxes every year.

Proposals for a Federal Indexed Northern Income Allowance created through
amendments to the Canadian Income Tax Act are presented, along with their
estimated cost to the Federal Government. Other recommendations include:

-- a cost of living allowance for Northerners with
fixed incomes

-- retirement one year earlier for every five years
spent working in Northern Canada

-- a Provinctal Indexed Northern Income Allowance
Canada's future is inextricably tied to Northern Development; and the key

to successful Northern Development is a strategy based on equity and fair-
ness for Northerners.

3We defined equity and fairness as follows:

FAIRNESS: treating someone asg you would want to be
treated were you in their position

EQUITY: fair compensation



JorN DIeFeNBAKER'S VISION OF NoRTHERN CANADA

. In so far as Northern Canada is concerned, there
can be no question whatever that in the territories
there has not been a policy of vision in Keeping with
the tremendous potentialities of that area. . . In that
area there are vast resources that should be developed,
with the state making possible that development by pro-
viding the means and the climate for private industry
to develop and expand. I can see this Northland of
ours with developments envisaged by D'Arcy McGee in his
magnificent speech at the time of Confederation as he
saw that great Canada. I can see cities in Northern
Canada north of the Arctic Circle. There are vast
power potentialities in that area. I can see cities
developing there as they are developing today in Nor-
way, if only the govermment would catch the vision of

the possibilities.

--The Right Honourable John G. Diefenbaker
February 11, 19567



URBANIZATION AND NORTHERN DEVELOPMENT

Ten years after the Ontario Government announced
a major plan to stop urban sprawl from choking
the Toronto region, (Toronto) is growing as fast
as ever. (4)

Northerners, as we will demonstrate, are not treated fairly by Canada's
Income Tax Act. This discrimination compounds their hardships and, be-
cause income is the most significant factor influencing Canadian migra-
tion patterns(5), it impedes Northern Development by discouraging people
from living in the North and by encouraging them to live in urban centres.

A good case can be made arguing that Northern Canada has not been develop-
ed, but exploited; exploited to feed urban sprawl. Urban Canadians are a
formidable political interest group. Almost 90% of Canada's population
lives within 200 miles of the Canada-United States border and most of these
people are clustered in cities. (6)

No federal political party could remain in power very long if its policies
did not favour urban Canada. Consequently, although pipelines, tar sands
plants, and hydro electric dams benefit rural areas and smaller communities
in the North, these projects are undertaken in response to the needs of the
majority -- urban Canadians -- with little regard shown for the values and
aspirations of Northern Canadians. '

National Unity is threatened because power, exercised by majority groups

and insensitive to minority needs and wishes, is creating unnecessary feel -
ings of resentment and isolation in Canadians. When an individual feels his
ability to make fundamental decisions affecting his future and the future of
his family is restricted, when he feels his freedom is impaired, he will
identify with others who are experiencing the same feelings. These people
will eventually see themselves as a group or region and, if they have the
ability, will rebel.

hMichan Keating, "Regional Fences No Match For Urban Sprawl,'" The Globe and
Mail, March 3, 1980 (Toronto).

SEconomic Counctil of Canada, Living Together - A Study of Regional Disparities,
(Ottawa: Govermment of Canada, 1977), p. 176.

6Eugene Fodor, Fodor's Canada - 1980 (Don Mills, Ontario: Nelson, Foster, and
Seott, 1979 ), p. 46.




Feelings of resentment and isolation are present in Quebec because Canada's
English majority have traditionally imposed their will on the French minor-
ity. Economic co-operation between Ontario and the Western provinces is
threatened because Eastern manufacturers have always had more influence over
the established political order and, thus, over Federal tariff, transporta-
tion, and industrial policies than Western oil, natural gas, lumber, and grain
producers have had. Federal/Provincial relations are threatened because the
Federal Government, which represents a constitutional majority, has continually
infringed upon the legal rights of each Provincial Government, which represent
constitutional minorities.

There is another serious conflict emerging between a majority and minority
interest group: a conflict between Canadians living in urban centres in
Southern Canada and those living in smaller communities in Northern Canada.

Throughout the history of Confederation, urban Canada has developed econom-
ically, socially, and culturally -- while the aspirations of people living

in rural and Northern Canada have largely been ignored. As a result, the
co-operation of Northern municipalities in planning and constructing huge
pipeline or hydro electric projects is not secured as easily today by the
Federal Government or large corporations as it was ten years ago; tension
arising from the slow process of Indian Land Claims negotiations and govern-
ment expropriation of Indian land for a pipeline right-of-way could erupt

in violence; and Northern taxpayers resent paying unfair taxes to the Federal
Government.

Other feelings of isolation and resentment were uncovered by the Berger and
Lysyk inquiries into environmental, social, and economic problems accompany-
ing proposed pipeline projects through the Yukon and Northwest Territories
and, more recently, by the Northern Pipeline Agency's Public Hearings held
in Northeastern British Columbia. These problems will only be reconciled
when the Federal Government adopts a new approach to Northern Development.

There are healthier, more creative, and more productive ways to disperse
people and industry throughout Canada than to concentrate most of both in
a few concrete jungles.(7) Northern Development should be seen as a neces-
sary requirement for, but also as an alternative to, continued urbanization.

7West Germany has perhaps the healthiest economy and society of all Western
Nations. Yet, with a population three times the size of Canada and territory
equal to approximately one half the size of British Columbia, it has no cities
as large as Toronto or Montreal.



The consequences of channeling more and more Northern resources into bulging
urban centres are increasing social illness and a less productive economy.
Crime and other social problems abound in large cities. The Economic Council
of Canada suggests the optimal urban size conducive to efficient manufactur-
ing in Canada occurs when a city's population approximates 1.4 million people.
(8) Nevertheless, the populations of Toronto and Montreal exceed this limit
and continue to grow. How long will Canadian Governments delay before taking
meaningful steps to control urban sprawl? Once that decision is made, how
long will it take to bring about the desired result?

Canada is assuming an increasingly enviable position internationally as the
world's supply of non-renewable resources diminishes. Efficient use of North-
ern resources will be crucial to Canada's continued economic prosperity for
many decades to come. The North's resources can make Canadians energy self-
sufficient; they already earn important foreign exchange needed to secure a
favourable Balance of Payments; their exploitation is a primary stimulus for
economic growth; and they will supply Canada's secondary and manufacturing in-
dustries long after resources in other countries disappear.

The Department of Regional Economic Expansion, in its 1979 overview of the
regional economies, argues that:

". . . Canada's growth and development is tied
closely to its ability to meet world demand for
resources and the extent to which resource-re-
lated industries can flourish."(9) '

Clearly, successful development of Canada's North is in the best interests of
all Canadians.

The amendments to the Canadian Income Tax Act we propose will ensure Northern-
ers are treated with equity and fairness; but they will also encourage Northern
Development and will entice Canadians to share in the adventure and excitement
of Canada's frontier.

8Economic Council of Canada, Living Together, pp. 131 - 133.
9

Department of Regional Economic Expansion, Major Development Opportunities and

Issues in Canada's Regions, (Ottawa: Govermment of Canada, December 1979),
p. 20,




THE Case For AN INDEXED NORTHERN INCOME ALLOWANCE

ATTITUDES

Northern Canada is populated by many cultures. Canadians of European decent,
of Inuit, Metis and other Native origins, work in mines and sawmills, or on
oil drilling rigs and farms, or as trappers and prospectors. Northern Canada
is a refuge for wildlife, a land of ice and snow, of forests, rivers, lakes,
mountains, and muskeg. Canadians know it is endowed with abundant natural
wealth, including large timber, oil, natural gas, tar sands, and mineral de-
posits.

Most Canadians see the North as a huge warehouse containing natural resources,

one that will be emptied when necessary. They feel secure with this knowledge

and, indeed, they should. These same people often forget, however, that North-
ern Canada is more than a warehouse . . . it is home for five percent of Cana-

da's population.

Canadians should realize that residents of small Northern communities are often
as overjoyed at the prospect of a huge hydro-electric project in their back
yard as residents of large urban centres are at the prospect of a nuclear reac-
tor in their back yard.

Northern residents don't want special status; but neither do they want to be
taken for granted.

LIFE IN NORTHERN CANADA -- THE HARDSHIPS

Inadequate Services:

Canada, like other industrialized nations, has changed dramatically with the
introduction of computer technology, sophisticated communications systems,
rapid transit, a massive service industry, and other modern developments.
However, these changes have occurred primarily in urban centres where rapid
economic growth, large populations, and relative affluence create demands
for extensive cultural activities and many consumer services.

City dwellers accept communications services as part of their natural environ-
ment. Northerners see them as a luxury. Television, radio and even telephone
services are poor and, with respect to television and radio, of limited vari-
ety.



TABLE 1 -- COMMUNICATIONS SERVICES

(a) (b) (b) (b)
TELEPHONES /CAPITA AM RADIO FM RADIO TELEVISION
LOCATION (Res. & Bus.) STATIONS STATIONS STATIONS

Ottawa, Ontario .84 5 15 16
Toronto, Ontario .82 7 26 17
Montreal, Quebec .77 6 13 13
Edmonton, Alberta .85 6 10 10
Vancouver, B.C. .76 7 14 12
Whitehorse, Y.T. .bo 2 -- 5
Yellowknife, N.W.T. A 1 -- 3
Inuvik, N.W.T. .ho 1 -- 1
Tuktoyaktuk, N.W.T. .24 ] -- 1
Frobisher Bay, N.W.T. .13 ] -- ]

Stat. Can. §6-203 (1978)
Explorers Guide N.W.T. (1978)
- D.0.C. Winnipeg Regional Office (1978)

SOURCES : (a)

(b) Statistical Information Services

D.0.C. (1978)

Mail service, where there is any, is very slow. Mail is delivered to the door-
step in cities at no cost, while Northern residents must often rent a mailbox
and then drive to a central location for their mail.

Transportation and medical services are costly and in short supply. The poor
transportation infrastructure impedes economic growth, isolates individuals,
and leads to a higher cost of living. Skilled medical personnel and modern
diagnostic and preventative equipment are found only in major cities. Thus,
senior citizens in Watson Lake must move away from their homes and families to
receive proper treatment. And children in Inuvik who require special therapy
must travel hundreds of miles to receive treatment, placing distressing finan-
cial burdens on their parents. Health care, in general, is substandard: the
infant mortality rate is 42.8 per 100,000 live births in the N.W.T. and 22.7
in the Yukon Territory, but 15.9 as a national average.(10)

Institutions offering higher education are located in Southern Canada. Conse-
quently, students in Yellowknife face exhorbitant transportation costs to and
from a college or university, must leave their families for long periods of
time, and, unlike students from Vancouver, cannot live at home while attending
school.

1077, infant mortality rate is used to indicate the standard of health care in

a region and equals the number of deaths of infants (under one year old) per
100,000 live births. Economic Council, Living Together, p. 58.
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Man's mind is the creative element in economic development, in social pro-
gress, and in cultural advancement. The productive capacity of our minds

is maintained and strengthened through education. Educational institutions
pass today's knowledge on to our children and prepare them for their role

as future leaders in society. Young people who do not learn adequate skills
in school and who gain little or no understanding of the complex world a-
round them will not be effective leaders and will not compete equitably in
job markets or the business world.

Compared with Urban youth, young people in Canada's North are isolated.
Their education is of substandard quality, and they are not exposed in any
depth to national and international affairs. Consequently, they are handi~
capped when migrating to urban centres in search of employment.

The North's sparse and dispersed population forces school districts to

spend a disproportionate share of their annual budgets on bussing, causing
‘the quality of education to suffer. Students find themselves inadequately
prepared to meet the academic standards of southern institutions.(11) They
are not inclined to seek post secondary education because it is largely im-
practical.(12) Culture shock inhibits them from attending southern institu-
tions: they feel alienated, inferior, and discriminated against.(13)

In their empirical study of socio-economic effects expected from the proposed
Alaska Highway Natural Gas Pipeline, the Women's Research Centre in British
Columbia concluded that:

Regardless of whether the Alaska Highway Gas
Pipeline is constructed, existing services in
Fort Nelson and Whitehorse must be improved . . .(14)

A similar conclusion is reached when examining many communities in Northern
Canada, particularly those furthest North. There are few shopping centres
and limited recreational facilities. Residents of Fort Smith must travel
several hundred miles to shop in Edmonton. The Unemployment Insurance and
Immigration Offices in Dawson Creek must service the entire northeast corner
of British Columbia. Some people drive 80 miles or more to see their den-
tist; others charter a plane. There are no psychiatrists or other special
services: Employment opportunities for women are limited.

]]DeZ M. Koenig, Abrthern.PeopZe and Higher Education: Realities and Possi-

bilities (Ottawa: Association for Universities and Colleges of Canada,
1975), p. 33.

lzIbid., pp. 40 - 46.

]3Ibid., pp. 29 - 30.

]hhbmen's Research Centre, Beyond the Pipeline (Vancouver, B.C.: Women's

Research Centre, 1979), p. xviit.




Higher Rates of Crime and Suicide:

Insufficient social services and police protection, compounded by isola-
tion, boredom, and in some locations, rapid economic growth, have given

the Yukon and Northwest Territories the highest crime and suicide rates

in Canada.

The national offence rate is 8,459, while the rate is 33,331 in the Yukon
and 31,929 in the Northwest Territories.(15) And the national suicide
rate is 9.31, while the rate is 27.38 in the Yukon and 10.63 in the North-
west Territories. (16)

. Higher Cost of Living:

APPENDIX A contains price indexes used by the Federal Government to deter-
mine 'cost of living supplements' paid to Federal employees in Northern
Canada -- the indexes are a composite of food, household operation, trans-
portation, personal care, and tobacco and alcohol priczs. The indexes
show that the cost of these living essentials in Morthern Canada exceed
that in large cities in Southern Canada by 20 to 80%, depending on the
degree of isolation.

. Colder Climate:

The cold climate has a major impact on both the lifestyles and the bank
accounts of Northern residents. Average temperatures are colder and the
number of frost free days fewer in Northern Canada than in the rest of
Canada (see TABLE 2).

Living costs attributed to colder weather are difficult to quantify. We
can compare prices in the North with prices in Urban centres, but we also
need to know what quantities of different goods are purchased. For exam-
ple, Northerners must purchase extra home insulation, extra clothing, ex-
tra blankets, and extra fuel for their automobiles and furnaces. An auto-
mobile's life is shortened by cold weather, snow, and ice, and by gravel
roads.

Price indexes can, therefore, understate significant cost of living dif-
ferences between urban and Northern Canada.

ISEconomic Council, Living Together, p. 68.

The offence rate is the number of offences reported per 100,000 population,
aged seven and over.

16

Ibid., p. 58.
The suicide rate is the number of deaths by suicide per 100,000 inhabitants.



TABLE 2
CANADIAN CLIMATIC DATA

MEAN DAILY TEMPERATURES (°C)

AVERAGE FROST DATES

: LAST FIRST
LOCATION ANNUAL JAN. APR. JULY ocT. IN SPRING IN FALL
Ottawa, Ontario 5.8 -10.9 5.6 20.7 8.7‘ May 11 Oct. 1
Toronto, Ontario 8.9 - 4.4 7.6 21.8 11.2 Apr. 20 Oct. 30
Montreal, Quebec 6.5 - 9.9 5.9 21.2 9.4 May 5 Oct. 7
Edmonton, Alberta 2.8 -14.7 4.0 17.5 5.4 May 14 Sept. 19
Vancouver, B.C. 9.8 2.4 8.9 17.4 10.1 Mar. 31 Oct. 30
Winnipeg, Manitoba 2.3 -18.3 3.3 19.7 5.4 May 25 Sept. 21
e ———————————————————— _
Dawson, Y.T. - 4.7 -28.6 - 1.8 15.5 - 3.2 May 26 Aug. 27
Whitehorse, Y.T. - 0.9 -18.9 - 0.1 14,1 0.7 June 5 Sept. |
Aklavik - 8.9 -28.6 -12.7 13.8 - 7.1 June 12 Aug. 30
Frobisher Bay, N.W.T. - 9.0 -26.2 -14.2 7.9 - 4.7 June 30 Aug. 29
Resolute, N.W.T. -16.4 -32.6 -23.1 4.3 -14.7 July 10 July 20
Yellowknife, N.W.T. - 5.6 -28.6 -7.8 16.0 - 1.2 May 30 Sept. 16

SOQURCE :

1

Canadian Almanac &
(Climatic Data, v. 814)

Directory 1978

‘0l
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12.

INCOME SUPPLEMENTS FOR NORTHERN TAXPAYERS

The majority of Northern taxpayers receive special compensation for
working in the North. Federal, provincial or territorial, and muni-
cipal government employers, as well as large corporations, offer
income supplements to attract and retain qualified personnel.

Federal government employees, for example, receive up to three differ-
ent income supplements. They are given: an ''environment allowance'
assessed on the basis of population, climate, barren or taiga lands,
and access to all-weather roads or public transportation; a 'living
cost differential' assessed on the basis of comparative living costs
between the specified working location and the major source of supply
as determined by Statistics Canada; and, a 'fuel and utilities allow-
ance'' paid to subsidize high fuel and utility costs. (17)

Federal employees working in a location that formerly qualified for
special income supplements but, because of recent changes in demographic
or economic criteria, is no longer classified as '"isolated', may still
qualify for a ''special location allowance'. This allowance is compen-
sation for abnormally high food, fuel, utility, and other commodity
prices.(18)

The need for most employers to supplement employee incomes is easily
understood: few people are willing to abandon a comfortable lifestyle
in Ottawa for a more difficult one in Inuvik unless they receive finan-
cial compensation.

A married federal government employée who lives and works in Inuvik,
Northwest Territories, receives $5,088 per year over and above his an-
nual salary; the same employee living in Grise Fiord, N.W.T., receives
an income supplement of $10,306 per year.(19)

The '"Report of the Northern Mineral Advisory Committee'' submitted to
the Minister of Indian Affairs and Northern Development in August, 1979,
states that .

. the total dollar value of benefits and subsidies
provided to individuals by their employers is quite
variable, ranging from an estimated $4,500 to $12,000
per year, with a mid-point of $7,000 to $8,000 per year
for a family with two children. (20)

17

Treasury Board of Canada, Personnel Management Manual System (Ottawa:
Government of Canada, January 1979), Section 630-6, p. 2.

'8 r1id., p. o

lsculculated from Isolated Post Indexes and Income Supplement Data in

Personnel Management Manual System, op. cit.




The Report goes on to say that a married man with two children living

in Yellowknife, N.W.T., receives an income supplement of $7,500 working
for the School Board, $7,218 as a Federal Government employee, $7,192

as a mining employee living in a company owned house, $5,736 as a mining
employee living in an apartment, and $4,473 as a Territorial Government
employee. These estimations included tax-free subsidies for shelter,
power, oil, airfare, and territorial taxes, as well as a taxable Northern
Income Allowance. (21)

TABLE 3 contains a summary of income supplements paid by the Federal Gov-
ernment to its employees throughout Northern Canada. These figures indi-
cate the cost of living differences between Northern Canada and urban Can-
ada by showing the income supplements required to balance the difference.
The Map on Page 27 shows income supplements paid to Federal Government
employees for 259 different locations in Northern Canada.

Clearly, if Federal Government or Noranda Mines employees have difficulty
coping with living conditions in Northern communities, and, therefore,
require special income supplements to compensate them for their hardships,
then employees and owners of small businesses, and trappers, farmers and
others living in the North must find life equally difficult.

ALl Northerners are culturally isolated, endure harsh envirowmmental condi-

tions, and pay higher prices for goods and services than do other Canadians.

They are all entitled to a Northern Income Allowance.

ZQLOhn Bruk et al., Report of the Northern Mineral Advisory Committee

(Ottawa: Govermment of Canada, 1979), p. 40.

2V rvid., pp. 40 - 41,



TABLE 3

FEDERAL EMPLOYEE INCOME SUPPLEMENTS IN NORTHERN CANADA

“nl

NUMBER OF HIGHEST ANNUAL LOWEST ANNUAL AVERAGE ANNUAL
ISOLATED POSTS INCOME SUPPLEMENT INCOME SUPPLEMENT INCOME SUPPLEMENT 90TH PERCENTILE

LOCATION CONSIDERED MARRIED SINGLE MARRIED SINGLE MARRIED SINGLE MARRIED  SINGLE
Yukon 17 $ 4,730 | $2,643 $2,227 $1,333 $4,002 $2,355 $ 4,655 | $2,793
Terri tory ’ ’ ’ ’ ’ ’ ’ ’
Northwest
Territories 54 $10,306 $6,211 $1,220 $ 732 $7,008 $h,212 $ 9,566 | $5,740
Northern Quebec
(North of 60 ) 6 $10,226 $6,136 $9,238 $5,543 $9,910 $5, 946 $10,226 | $6,136
Northern Labrador __ . . . _ . _ _ _
(North of 60 )
Queen Charlotte
Islands (B.C.) > $ 2,513 $1,508 $1,220 $ 732 $1,845 $1,107 $ 2,513 | $1,508
Northern B.C.
(North of 55 ) 2] $ 5,531 $3,319 $1,220 $ 732 $2,509 $1,485 $ 3,280 | $1,968
Northern Alberta
(North of 55 ) 22 $ 4,905 $2,943 $1,220 $ 732 $2,568 $1,541 $ 4,075 | $2,445
Northern Sask.
(North of 54 ) 16 $ 5,918 | $3,551 $1,220 $ 732 $3,335 $1,939 $ 4,655 | $2,793
Northern Manitoba
(North of 52 ) 21 $ 6,418 $3,851 $1,220 $ 732 $4,019 $2,394 $ 6,235 | $3,741
Northern Ontario 36 $ 7,315 | $4,389 $1,595 $ 957 $3,843 $2,252 $ 5,703 | $3,422
(North of 50 ) ’ ’ ’ ’ ’ ’ ’

-—‘—d——.ﬁ_—

—




TABLE 3 (CONT'D)

FEDERAL EMPLOYEE INCOME SUPPLEMENTS IN NORTHERN CANADA

NUMBER OF HIGHEST ANNUAL LOWEST ANNUAL AVERAGE ANNUAL
ISOLATED POSTS INCOME SUPPLEMENT INCOME SUPPLEMENT INCOME SUPPLEMENT 90TH PERCENTILE
LOCATION CONSIDERED MARRIED SINGLE MARRIED SINGLE MARRIED - SINGLE MARRTED SINGLE
Quebec Main
24 $ 8,078 $4,847 $ 976 $ 586 $3,847 $2,308 $7,851 SL, 711

(50 - 60)

Labrador Main

ﬂ

(50 - 60 ) ‘ 23 $ 4,951 $2,971 $2,465 $1,479 $3,653 $2,210 $4,838 $2,903
?ﬁéﬁ?ﬁrSf”ELds 14 $ 3,075 | $1,845 $2,090 $1,254 $2,686 $1,596 $3,075 | $1,845
ZONE A 77 $10,306 | $4,847 $1,220 $ 732 $6,570 $3,937 $9,642 | $5,788
“ZONE B 182 $ 8,078 | $2,643 $ 976 $ 586 $3,343 $1,987 $5,155 | $3,093

_  — — — ——— — — ————— ———  — — — —  — ——— — —— — ———— —— |

SOURCE:  Treasury Board, '"Isolated Posts Directive”,
Personnel Management Manual (Ottawa: Govern-
ment of Canada, 1978), Section 530-6, Annex A,
Schedules A, B, C, D, G.

NOTE: Figures for Table 5 were calculated by totalling
the income supplements paid to married and single
Federal employees at isolated posts in each region.
The total income supplements are plotted on the
map of Northern Canada on Page 27.

gl



EQUITY AND FAIRNESS FOR NORTHERNERS

. Discrimination:

Regardless of any objections one might have to a Northern Income Allowance,
the facts remain:

(1) After allowing for the purchase of essentials (food,
clothing, shelter, fuel, transportation, health care,
ete. ), NORTHERNERS HAVE SMALLER NET INCOMES THAN OTHER
CANADIANS.

(2) The Canadian Income Tax Act requires Canadian families
of equal size, earning the same gross income, to PAY
THE SAME FEDERAL TAXES NO MATTER WHERE THEY LIVE OR
WHAT THEIR COST OF LIVING.

(83) As a result, CANADA'S TAXATION SYSTEM DISCRIMINATES
AGAINST NORTHERNERS.

. Ability to Pay Principle:

All Canadian Taxpayers are allowed a minimum deduction from their taxable
income. They are granted further personal deductions for dependents: when

an individual has other people dependent upon him or her for their sustenance,
the resulting higher cost of living imposed on the taxpayer justifies the
larger minimum tax deduction. The underlying principle of taxation on which

a larger tax exemption for individuals with dependents is based is that people
should be taxed according to their "ability to pay":

This calls for equal amounts of tax to be paid by
taxpayers with equal abilities to pay and for dif-
ferent amounts of taxes when such capacities differ. (22)

One's "ability to pay" is usually defined in terms of income; the more money
one earns, the greater one's capacity to pay and, hence, the more one is taxed.

The Federal Government recently indexed our taxation system in recognition of
inflation's erosive effect on the "ability to pay':

the benchmark tax structure should, if it is to
be neutral, be based on real income and therefore both
the rate structure and the tax base should be indexed
for price inflation; . . . (23)

22R.A. Musgrave and Peggy B. Musgrave, Public Finance in Theory and Practice

(United States: Mdiraw Hill Book Company, 1973), p. 198.

23Department of Finance, Goverrnment of Canada Tax Expenditure Account (Ottawa:

Governmment of Canada, -1979), p. 5.




However, the Federal Government failed to consider the price level. Both
the rate at which prices rise relative to increases in our income and the
price level itself affect real purchasing power. |In Northern communities,
where price levels are much higher than those in urban centres in Southern
Canada, higher wages are needed just to make ends meet. |f the "ability

to pay' principle were given fair and practical consideration, and if the
benchmark tax structure were truly neutral, then the Federal Government
would permit personal income tax deductions to reflect the significant cost
of living differences in Canada.

The Federal Government recognizes that inflation and the number of depend-
ents affect one's "ability to pay"; it also recognizes that Federal civil
servants facing a high cost of living in isolated locations deserve an in-
come supplement,

Where one lives in this country affects one's "ability to pay"”. Since liv-

" ing essentials cost significantly more in the North than in other areas of
Canada then, on grounds of equity and fairness, all Northern residents should
be granted an Indexed Northern Income Allowance in the form of larger Federal
personal income tax deductions.

.« . National Unity and Northern Development:

Speaking on National Unity in the House of Commons on April 15, 1980, Prime
Minister Trudeau noted that:

. if a person cannot feel that in any part of the
country he or she will get a fair share . . . of the
abundance of wealth in this country and (have access
to) the richness and diversity of its laws . . . then
(he or she) will transfer their loyalty from the whole
to the particular part of the country in which they
choose to live . . . That is how we come to shut doors
in each other's face, because we feel we will not get
a fair share in every part of the country. (24)

Do Canadians in urban Canada feel they would receive a fair share of Canada's
abundant wealth if they moved to Northern Canada? Are Northern Canadians
treated fairly by the Canadian Income Tax Act when it does not acknowledge
their high cost of living and ability to pay taxes? The answer to both these
questions is ™",

Northern Development policy will be ill-fated and National Unity will be flaw-
ed so long as Northern Canadians are treated inequitably and unfairly by our
laws and institutions.

2L*The Right Honourable Pierre Trudeau, House of Commons Debates (Ottawa:
Govermment of Canada, April 15, 1980), p. 33.
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INcoME SuPPLEMENTS IN OTHER COUNTRIES

Our proposals for an Indexed Northern Income Allowance are not unique.
Income supplements for residents of areas having a high cost of living
and other social, cultural, and climatic disadvantages, are granted in
other countries. The Australians recognize that residents living in
isolated and costly areas deserve an income supplement from their Fed-
eral Government. The following paragraph is quoted from the Australian
Income Tax Act:

794 (1) For the purpose of granting to residents of the
prescribed area an income tax concession in rec-
ognition of the disadvantages to which they are
subject because of the uncongenial climatic con-
ditions, isolation and high cost of living in
ZONE A and, to a lesser extent, in ZONE B, in
comparison with parts of Australia not included
in the prescribed area, a taxpayer who is a resi-
dent of the prescribed area in the year of income
18 entitled, in his assessment in respect of in-
come of that year of income, to a rebate of tax
ascertained in accordance with this section. (25)

Residents of Greenland receive special taxation privileges from the State
of Denmark. And monetary incentives are offered by the Central Government
in the Soviet Union to -entice migration to Northern areas . . . Canada is
behind the times.
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OBJECTIONS To AN INDEXED NORTHERN INCOME ALLOWANCE

MOST NORTHERNERS ALREADY RECEIVE INCOME SUPPLEMENTS

One objection people have to a Northern Income Allowance is expressed

something like this: ''Since most Northern taxpayers receive an income
supplement from their employer and earn higher incomes than people doing
the same work in other areas of Canada, they do not need more money. |If

any group of Northerners should qualify for a greater income tax exemp-
tion, it should only be those who do not already benefit from an income
supplement.'

First--high wages alone do not provide sufficient compensation for the
high cost of living and isolation in Northern Canada. |If this were so,
income supplements would not exist.

Second--the Federal Government has, in the past, classified some income
supplements to Northern employees as ''essential benefits'' and not re-
quired taxpayers to declare these benefits as taxable income, even though
the Income Tax Act makes no explicit provision for such exemptions. How-
ever, Revenue Canada has recently taken steps to implement strict taxing
powers with respect to all employee benefits. The value of existing bene-
fits will diminish significantly.

The following are headlines and excerpts from three of Canada's major
newspapers showing public reaction to Revenue Canada's change in policy:

1. IT'S A TAXING SITUATION FOR NORTHERN MINERS:

The 240 mineworkers in the company town of Tungsten, N.W.T.,
. . . pay an annual average of $12,500 (each) in taxes and
get little back for it in the way of services.

. Tungsten is a mining town of 400 people, most of them
single males working in the mine, but also some families.

According to rough estimates by local unions, they paid ap-
proximately $3 million (in taxes). Canada Tungsten, also
paid -- according to union figures -- approximately $7 mil-
lion in corporate taxes.

In other words, the Canadian Goverrmment took the towm of
Tungsten for about $10 million last year.

In return, the Canadian Govervmment supplied the town with
one RCMP Officer, three teachers, and a small school. The
people of Tungsten feel a little short-changed . . . (26)

26Pete McMartin, The Vancouver Sun (Vancouver: Tuesday, March 25, 1980).
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TAX MOVE INFURIATES THE NORTH (Whitehorse, Yukon):

All three Federal Parties campaigned in the Yukon on plat-
forms which included opposing plans by Revenue .Canada to
tax special benefits to Northern workers to which it had
turned a blind eye in the past.

However, after the election, it was discovered that none
of the Parties were . .

. in a position to offer a moratorium in the first
place since it would require Revenue Canada to ignore
the law.

That left both workers and employers in the Yukon flabber-
gasted as the former found themselves facing retroactive
bills taxing benefits back to 1978 and the latter watched
one of the few enticemente they have for attracting employ-
ees slip through their fingers . .

Another point that pops up in this dispute is that the

workers receitving these benefits are the North's "have'
employees. Perhaps just as many workers in the North are

in the "have not' position of working for small businesses
which cannot afford to hand out free flights or other aid

and which pay only basic incomes. If their more fortunate
fellow Northerners are saved from the tax man, it 18 reas-
onable to assume these workers would appreciate a break too.(27)

X A X A X A X X X X

JEERING NORTHERNERS CONFRONT MUNRO ON GRIT TAX PLEDGE:
(Yellowknife, N.W.T.)

Many workers in the Territories are paid an extra northern
allowance to offset the high cost of living and expensive
transportation.

It was the second time in as many days that Munro had ar-

rived in a northern community to be greeted by a demonstra-

tion. A smaller, but equally vocal group met the Minister
. when he landed in Imuvik . .

Northern benefits, which range from extra pay to employer-
paid trips to southern centres and grants for students
travelling to schools away from their homes, have always
been taxable. But a change in Revernue Canada's policy .
ended the traditional exemption of northern allowances from
taxable income. (28)

27
28

David Tait, The Globe & Mail (Toronto: March 29, 1980).

CP, The Citizen (Ottawa: Tuesday, April 1, 1980).
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Revenue Canada's change in policy will create financial problems for
employers and will further discourage competent personnel from moving
North. The labour market will become increasingly unstable and addi-
tional strains will be placed on labour/management relations because
employees will demand higher salaries. Employers will face higher
costs and some will be forced out of business. Clearly, significant
problems will remain even if those Northerners currently not receiving
salary supplements are given a special income allowance by the Federal
Government. (29)

Just as Chrysler Corporation turned to the Federal Government for assis-
tance when it faced financial difficulties, large companies operating

in Northern Canada will lobby the Federal Government for increased sub-
sidies and grants, or faster depreciation allowances on their capital
equipment, and use this money to finance extra benefits for their employ-
ees. Large companies are skilled at this: they simply point out how
much taxation revenue the Government stands to lose and how much welfare
and unemployment insurance it will have to pay--and the Government signs
a cheque. Smaller companies lacking the same political clout are rarely
as successful. '

The end result will be increased labour/management tension, unemployment,
lost government revenue, more paper work for civil servants, more civil
servants to do the paper work, and fewer employees receiving adequate com-
pensation for the hardships created by Northern living conditions. Those
who presently do not receive income supplements will not be any better off.

If all subsidies and benefits paid to employees in the North were classifi-
ed and taxed as personal income, but all Northern taxpayers were allowed
income tax deductions based on their cost of living and degree of isolation,
problems arising from the change in Revenue Canada's policy would be solved.
Labour/management tensions would be relieved because a Northern Living Al-
lowance would be guaranteed. Employees would keep their jobs. The Federal
Government's wasteful practices of hiring people to administer an unproduc-
tive program and taxing benefits financed by tax revenue in the first place
would be eliminated . . . at least in this case.

Most importantly . . . all Northern taxpayers would be treated fairly.

ZSSee,.fbr example, "Submission to the Department of National Revenue on

the Taxation of Employee Benefits", Published by the Mining Association
of Canada, 1979.
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LIKE IT OR LUMP IT

Another objection to a Northern Income Allowance comes from the ''like

it or lump it' school of thought. |In other words, "if people living

in the North don't like the living conditions, they can leave. If they
do like the living conditions, why should we compensate them? Northern
residents are free to move South if they wish and if they remain where
they are, it is by their own choice. Moreover, many people in the North
enjoy the wilderness. Northerners live in open and unpoluted spaces and
are, in many ways, compensated for the high cost of living and cultural
isolation by Nature's beauty. Their lifestyle naturally entails a de-
gree of isolation and higher costs. Why should the rest of Canada sub-
sidize their incomes through tax exemptions?"

First, economic barriers — no job skills, widespread unemployment in
Canada, the.cost of moving — and social barriers — discrimination,
feelings of alienation, cultural differences — prevent Northerners

from securing employment in Canada's urban centres. These barriers are
particularly prohibitive for Native Indians. In short, Northerners can-
not 'leave'' very easily.

Second, Urban Canada will always need people working in the North to
supply their industries with resources, their homes with electricity,
their cars with oil, and their contractors with lumber. Northerners
deserve fair treatment.

Third, there are many subsidies paid by one group of people in Canada

to another and the validity of these subsidies is not questioned merely
because those being subsidized enjoy living where they do. What would
happen to Canada if Western Canadians argued that, because Maritimers
enjoy living in the Maritimes, the cost of imported oil should not be
subsidized; if rural Canadians argued that, because urban dwellers enjoy
living in cities, public transit should not be subsidized; or if farmers
in Saskatchewan argued that, because people in Southern Ontario enjoy
their lifestyle, manufacturing wages should not be subsidized through
tariff protection, which reduces the supply of imported manufactured
goods, thus reducing competition, increasing profits and, ultimately,
wages? Such bickering would divide our people into greedy little groups
unable to function as a mature nation. Why use this argument against
Northerners?

Fourth, by not allowing Northern taxpayers a fair income tax deduction
based on their exhorbitant cost of living, Revenue Canada discriminates
against them. We are not making a case for a subsidy, we are asking for
equity.
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NORTHERNERS DON'T WANT POPULATION IN-FLOWS OR ECONOMIC DEVELOPMENT

A third objection to a Northern Income Allowance is raised by people who
express romantic, but insensitive feelings about life in the North and
aspirations of Northern people. Proponents of this objection argue that
""residents of Canada's North would prefer to pay discriminatory rates of
taxation if it means discouraging population in-flows and economic devel-
opment.'" Do Northerners enjoy being isolated, culturally deprived, un-
employed, and cut-off from the mainstream of life in Canada?

Thorough examinations of the hopes and aspirations of residents in the
Yukon Territory and the Northwest Territories were made by Thomas Berger
in The Report of the Mackenzie Valley Pipeline Inquiry(30) and by Kenneth
Lysyk in the Alaska Highway Pipeline Inquiry(31). They reach a different
conclusion.

The Berger and Lysyk inquiries indicate only a small minority of Northern-
ers oppose economic development. This minority consists primarily of
"Whites' who have fled urban society for a life in the wilderness. (32)

The main concern most residents of the Yukon and Northwest Territories
have is one of degree: they fear unrestrained and large scale industrial
development.

It 28 . . . clear to us that many Yukoners
regard properly controlled economic develop-
ment not only as inevitable but also as
desirable. (33)

Berger suggests that Native people, who form the large majority of those
living in the Mackenzie Valley and Western Arctic, want to build on their
Native economy which is based on hunting, fishing and trapping. They are
not opposed to economic change but want ''economic development (to) accord
with Native values and preferences.''(34)

Progress, economic development, and the migration of people to Canada's
North are not, by themselves, inconsistent with the values and aspira-
tions of those already living there.

3OThomas Berger et al., The Report of the Mackenzie Valley Pipeline Inquiry:

Volume One (Ottawa: Govermment of Canada, 1977).

3]Kenneth M. Lysyk et al., Alaska Highway Pipeline Inquiry (Ottawa: Govern-

ment of Canada, 1977).

32Kenneth M. Lysyk, p. vit.

33kbnneth‘M. Lysyk, p. vt.

34

Thomas Berger, p. xxi.



NORTHERN DEVELOPMENT AND AN

INDEXED NORTHERN INCOME ALLOWANCE

AN INDEXED NORTHERN INCOME ALLOWANCE <s fair; it will
compensate Northerners for their hardships; it will re-
solve problems created by Revenue Canada's recent change
in tax policy; it will help stabilize and increase the
Northern labour force; it will give all Northern taxpay-
ers, not just an elite few, the income supplement they
deserve.

AN INDEXED NORTHERN INCOME ALLOWANCE will encourage
Canadians to move North; but it will not cause large
scale industrial development. Granting Northerners a
larger tax deduction will put more money in their pock-
ets, thus increasing their effective demand for goods
and services and creating more opportunities for small
businesses and entrepreneurs. Economic development re-
sulting from this increase in effective demand will re-
spond to the needs and desires of Northerners and
their values will be reflected in their purchases and
investments.

AN INDEXED NORTHERN INCOME ALLOWANCE will give Northern-
ers greater equity and, more than any other economic
policy could, will promote efficient economic develop-
ment in accordance with the values and aspirations of
Northern residents.
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ProPosALS FOR AN INDEXED NORTHERN INCOME ALLOWANCE

AN APPLICATION OF EXISTING FEDERAL POLICY

Our proposals are not unique. They are not founded on any radical defin-
ition of equity and fairness. We have merely demonstrated that existing
Federal policy regarding income supplements paid to Federal employees
working in isolated locations should be applied to all Canadians, not
just civil servants.

The dollar value of our proposals was determined in the same way that the
Federal Government determines the dollar value of its income supplements.
Even our boundaries are consistent with existing Federal policy.

CRITERIA

The Federal Government's ''Isolated Posts Directive'!' states:

A location that is north of the 60th parallel
of latitude shall (automatically) be designated
as an isolated post . . . ; and,

A location that is south of the 60th parallel
of latitude may be designated as an isolated
post if (certain criteria are satisfied) . . .(35)

Criteria used to establish our tax zones were:

(a) Residents in Canada who live north of the 60th
parallel of latitude should receive special
consideration;

(b) Locations qualifying as "isolated posts" accord-
ing to Federal Government policy and receiving
less than $1,000/year in total income supplements
per married federal employee should not be grant-
ed a Northern Living Allowance;

(¢) No community having a population in excess of
10,000 should be included in ZONE B;

(d) The lower boundary of ZONE B should lie above
major transportation infrastructure.

35Treasury Board of Canada, Personnel, Annex A, p. 53.



Plotted on the Map on Page 27 are letters representing dollar values of
income supplements paid to married Federal employees working in Northern
Canada. Income supplements totalling less than $1,000 are not plotted.
The great majority of isolated posts receiving income supplements over
$1,000 are located in ZONE A & B; other isolated posts are therefore not
shown. The lower boundary for ZONE B parallels and lies above major
transportation routes in ZONE C.
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TABLE 4 - LEGEND FOR MAP

ANNUAL TOTAL INCOME SUPPLEMENTS FOR MARRIED
FEDERAL EMPLOYEES IN ISOLATED POSTS

$ 0 - $ 500 A
$ 5001 - $ 1,000 B
$1,000 - $1,500 ... c
$1,501 - $ 2,000 D
$ 2,001 - $ 2,500 E
$ 2,501 - $ 3,000 F
$ 3,001 - $ 3,500 G
$ 3,501 - $ 4,000 H
$ 4,001 - $ 4,500 |
$ 4,501 - $ 5,000 J
$ 5,000 - $ 5,500 K
$ 5,501 - $ 6,000 L
$ 6,001 - $ 6,500 M
$ 6,501 - $ 7,000 N
$ 7,000 - $ 7,500 0
$ 7,501 - $ 8,000 P
$ 8,001 - §$ 8,500 Q
$ 8,501 - $ 9,000 R
$ 9,001 - $ 9,500 S
$ 9,501 - $10,000 T
$10,001 - $10,500 u
$10,501 - $11,000 v

SOURCE: Treasury Board of Canada, "Isolated
Posts Directive', Personnel Manage-
ment Manual (Ottawa: Govermment of
Canada, 1978).
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BOUNDARIES

Our boundaries will not please everyone. Those living close to, but not
within, the chosen boundaries will feel discriminated against. Those
living in other isolated areas having a high cost of living will also
feel left out. Any boundaries chosen will seem more or less arbitrary,
especially to those who feel qualified for a special income supplement
but are not given one. A decision must be made, however, even though
some people who should be included on grounds of equity and fairness,
will not be included for practical reasons.

We did not include small communities in ZONE C because of the enormous
difficulty in establishing many isolated boundaries, the desire to mini-
mize the impact of our proposals on settlement patterns in communities
situated on or near boundaries, and the desire to minimize administrative
problems arising from boundary disputes.

In the end, the importance of our proposals to the many Canadians who
will receive an Indexed Northern Income Allowance will far outweigh the
inconveniences caused by complaints over our choice of boundaries.

ZONE A: That area of Canada located north of the 60th
parallel of latitude, including all of the
Yukon Territory and the Northwest Territories,
and the northern most parts of Quebec and Lab-
rador.

ZONE B: That area of Canada lying between: the 55th -
and 60th parallel in British Columbia, and will
include the Queen Charlotte Islands; the 55th
and 60th parallel in Alberta; the 54th and 60th
parallel in Saskatchewan; the 52nd and 60th par-
allel in Manitoba; the 50th and 60th parallel in
Ontario; the 50th and 60th parallel in Quebec;
the 50th and 60th parallel in Newfoundland, in-
cluding Labrador; and will include all islands
in the Hudson Bay, in the Gulf of St. Lawrence
(excluding P.E.l.), and off the coast of Labra-
dor. (The combined area in ZONES A & B is North-
ern Canada).

ZONE C: That area of Canada not included in ZONES 4 & B.
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DETAILS

(@) The Northern Income Allowance (N.Il.A.) should be
indexed for inflation at the same rate as other
personal income tax exemptions.

(b) Taxpayers are only eligible to claim the full
N.l1.A. if they were '"bona fide'" residents(36) of
Northern Canada during the preceding 18 month
period(37).

(¢) Only a fraction of the total N.l.A. equal to the
ratio of complete months spent in Northern Canada
over the last 18 months, to 18 (i.e. number of
months/18) is deductible.

(d) The minimum residency requirement is 6 months.

(e) A taxpayer who lives part of any year in both
ZONE A and ZONE B qualifies for a fraction of
both Allowances providing he meets the 6 month
minimum residency requirement for both zones--in
this case, the total Allowance cannot exceed
that to which the taxpayer would have been en-
titled had he lived the entire year in ZONE A,
and will not be less than that to which the
taxpayer would have been entitled had he lived
the entire year in ZONE B.

(f) The maximum N.|.A. cannot exceed a taxpayer's
net income, less all other deductions.

FOE S N

364 "bona fide" resident is a person (other than a company or a trustee):
(1) who resides in the area for more than 6 months of the year
of income; _
(11) who has actually been in the area, whether continuously or
not, during more than one-half of the year of income; or

(111) not being a person to whom paragraph (i) or (ii) applies,
who died during the year of income and at the date of his
death resided in the area.

3 e "Report of the Northern Mineral Advisory Committee' also recommends
an 18 month residency requirement (see page 39 of Report)



PROPOSALS

Three proposals are made for each zone:

PROPOSAL 1: for both zones is equal to the average income
supplement paid to single Federal Government
employees working is isolated posts in the
specified zone (see TABLE 5: ‘'Average Annual
Income Supplement''), plus a housing allowance
of $1,500 in ZONE A and $1,000 in ZONE B;

PROPOSAL 2: for both zones is equal to an income supple-
ment no greater than that paid to 90% of all
single Federal Government employees in the
specified zone (see TABLE 5: ''90th Percen-
tile"), plus a housing allowance of $1,500
in ZONE A and $1,000 in ZONE B;

PROPOSAL 3: for both zones exceeds the highest income
supplement paid to all single Federal Govern-
ment employees in the specified zone (see
TABLE 5: ''Highest Annual Income Supplement''),
plus a miscellaneous allowance. PROPOSAL 3
IS RECOMMENDED BY THE AUTHORS.

A fraction of the sum of all 'Basic Personal Exemptions' allowed on Fed-
eral Income Tax Returns — for children, spouse, old age, etc. — is in-
cluded in the N.l1.A. The fraction is ¥ in ZONE A and £ in ZONE B, repre-
senting an average cost of living difference between ZONES A and B and
ZONE C.

Shelter, clothing, and automobile costs are not included in income sup-
plements paid to Federal employees. In PROPOSALS 1 & 2, therefore, a
housing allowance is included.

Other miscellaneous expenses, including clothing and the cost of purchas-
ing transportation vehicles, are embodied in PROPOSAL 3.
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ZONE A:  (38)

PROPOSAL 1(a): Nor thern

Income Allowance equals:
$5,437 + & x (The Sum of all Basic Personal

Exemptions
Allowed on Federal

Income Tax Returns)

PROPOSAL 2 (a): Northern

Income Allowance equals:

$7,288 + 1

* X (The Sum of all Basic Personal Exemptions

Allowed on Federal Income Tax Returns)

PROPOSAL 3(a): Northern

Income Allowance equals:

ALL INCOME EARNED IN THE LAST 12 MONTHS, LESS OTHER PERSONAL
DEDUCT IONS

B e i e s S, DX MUK L AN T, SR P R S e M R LR
A A A N N A N S NI A A A AN N I A A N N A A N A A A N N N AN N N S N N N R R N A N A AP AN S A R N N I T I T N N I S N NS ALY

PROPOSAL 1(b): Northern

Income Allowance equals:

$2,987 + & x (The Sum of all Basic Personal

Exemptions
Allowed on Federal

Income Tax Returns)

PROPOSAL 2(b):

Northern Income Allowance equals:

S4, 093 + % X (The Sum of all Basic Personal Exemptions

Allowed on Federal Income Tax Returns)

PROPOSAL 3(b):

Northern Income Allowance equals:

§5,000 + & x (The Sum of all Basic Personal

Exemptions
Allowed on Federal

Income Tax Returns)

B T R e e o D T e AR RS AR AR g, A R e S s N RN AR R R N L N PN AL S N Yool ot Lt AR N b R RN P R R S R Y
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The "Report of the Northern Mineral Advisory Committee" recormends an Indexed

Northern Income Allowance of up to $8,000 per year for qualified vesidents of
the Yukon and N.W.T. (see pages 39 - 40 of Report).



ADMINISTRATION
Our proposals will not create an administrative burden for Revenue Canada;
nor will they lead to more bureaucracy. Statistics Canada already gathers

the necessary information and the Treasury Board already has a formula for
applying that information to Northern income supplements. Our main depar-
ture from the Treasury Board formula is to propose an Indexed Northern In-
come Allowance that will be fair for all residents in a zone as opposed to
only those residents in a particular community.

The dollar amount of an Indexed Northern Income Allowance should be adjust-
ed periodically in response to fluctuations in cost of living differences
between urban and Northern Canada. As Northern Canada develops, the need
for a Northern Income Allowance will diminish.

Unless Provincial and Territorial Governments adopt proposals similar to
ours, the Northern Income Allowance will require taxpayers in Northern
Canada to calculate Provincial/Territorial and Federal taxes from two dif-
ferent net incomes so that only Federal tax revenue is affected. Provin-
cial/Territorial taxes will be levied against net income before deducting
the Northern Income Allowance, while Federal taxes will be levied against
net income after deducting the Northern Income Allowance.

33.
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SAMPLE CALCULATIONS: (39)

.t B e e s o e N e L L e L D o b A R LY
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CASE 1:

CASE 2:

B T T S S S S S T S R I S e T e e L L s s R S ]
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A married man with three children born after 1963, whose wife

and children do not work, would receive the following exemptions:

Basic Personal Exemption $ 2,650.00
Married Exemption 2,320.00
Exemptions for Wholly Dependent Children 1,500.00

SUB TOTAL: $ 6,470.00

If this man lived in ZONE A for the last eighteen months, he
would receive additional deductions from his N.|.A. (PROPOSAL

2(a)) of:
($7,288 + % x $6,470) OR $10,523.00

TOTAL EXEMPTIONS: $16,993.00

A single woman with no dependants would receive the following
exemptions:

Basic Personal Exemption $ 2,650.00

SUB TOTAL: $ 2,650.00

If this woman lived in ZONE B for the last six months, in
ZONE A for six months prior to that, and in ZONE C before
that, she would receive additional deductions from her N.I.A.

(PROPOSALS 1(a) and 1(b)) of:
[rg x (55,37 + 4 x $2,650) plus
= x (52,97 + & x $2,650]  OR $ 3,470.50

TOTAL EXEMPTIONS: $ 6,120.50

— = ———
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SAMPLE CALCULATIONS (CONT'D):
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CASE 3:

ki

A married man with two children born after 1963, whose wife
earns too much for him to claim the Married Exemption, would

receive the following exemptions:

Basic Personal Exemption $ 2,650.00
Exemptions for Wholly Dependent Children 1,000.00

SUB TOTAL: $ 3,650.00

If this man lived in ZONE B for the last twelve months and in
ZONE C prior to that, he would receive additional deductions
from his N.l1.A. (PROPOSAL 2(b)) of:

[1g *x ($4,093 *+ & x $3,650)]  OR $ 3,337.00

TOTAL EXEMPTIONS: $ 6,987.00
= ———— ]
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Caleulated from our proposals and with the use of: .
Your 1979 General Tax Guide and Return — For Residents of Ontario

Revenue Canada,

(Ottawa: Govermment of Canada, 1980).
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REVENUE LOSS TO THE FEDERAL GOVERNMENT

Seen in isolation, our recommendations—PROPOSALS 3(a) and 3(b)—will

cost the Federal Government approximately $70 million and $400 million
per year respectively in lost tax revenue. Revenue loss calculations

are explained in APPENDIX B and results are contained in TABLE 5.

Funding for our proposals will come from four sources:
(1) The Federal Government spends approximately $20 million
per year on isolated post benefits.(40) A Northern In-
come Allowance (N.I1.A.) will free the Federal Government

from paying most of these benefits; money saved here will
help replace that lost from the N.I|.A.

(2) Corporations operating in Northern Canada deduct employ-
ee benefits from their taxable revenue. The N.Il.A. will
free these companies from paying some benefits, thus re-
ducing their deductions from taxable revenue and increas-
ing their taxes paid to the Federal Government. This
increased corporate tax revenue will help replace lost
personal tax revenue.

(3) The lure of higher incomes provided by the N.l.A. will
attract people to Northern Canada. Small businesses

will respond to higher incomes and increased consumer
demand for goods and services. New jobs will reduce
unemployment insurance payments and increase Federal
tax revenue, both of which will help finance the N.I.A.

(4) How much Government revenue would be raised from the
above three sources is difficult to determine. Any ad-
ditional financing for the N.lI.A. should be raised by
increasing the rate of taxation levied against personal
incomes of all Canadians—for example, all rates of tax-

ation could be raised by £ or ¥ a percent.

qunfbrmation obtained from Personnel Policy Branch, Treasury Board,
Ottawa, April 1980.
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Three reasons for including the fourth source of funding are:

(a) Northern Canadians have $470 million per year in unfair
Federal taxes levied against their personal incomes (the
cost of a N.I.A.). Assuming this tax revenue is needed
by the Federal Govermment, then responsibility for pay-
ing 1t should be divided evenly across Canada's popula-
tion and not heaped on Northerners.

(b) A disproportionate share of Federal tax revenue, amount-
ing to billions of dollars per year, is allocated to
nation-wide services which, in reality, are provided
almost exclusively to Urban Canada. Three examples are:(h1)

(i) Post Office: $1,274,804,919 (1978/79)
(ii) Transport: $1,657,882,000 (1978/79
(iii) CBC: $ 481,671,000 (1979)

Granting $470 million per year of Federal tax revenue
to Northermers is a mere pittance by comparison.

(c) An umnatural, inefficient, and inequitable quota of
Canada's resources and population flows to large cities
because the Canadian Income Tax Act discriminates against
Northern Canada. dJust as an artificially low price of
01l will encourage excess and wasteful consumption of
oil, similarly, an artifictally low cost of Urbanization

" will encourage excess Urbanization, resulting in a waste
of national recources.

Since part of the cost of Urbanization is imbedded in
Federal taxes, which finance many services in Urban Can-
ada, higher than equitable levels of taxation in Northern
Canada and, consequently, lower than equitable levels of
taxation in Urban Canada, will encourage excess Urban de-
velopment at the expense of Northern development. This hid-
den incentive 1s undesirable from political, economic,
and social viewpoints. The problem will only be resolv-
ed by ensuring Canada's taxation system is consistent
with principles of equity and fairness, thus increasing
Federal taxes paid by Urban Canada.

All Canadians are responsible for ensuring that Northerners are treated
with equity and fairness.

theceiver General for Canada, Public Accounts of Canada: 1978 - 79.

(Ottawa: Govervment of Canada, 1979) Volume 2, Table 2; Volume 3,
p. 30.




TABLE 5
LOSS IN FEDERAL TAX REVENUE

LOSS IN FEDERAL TAX REVENUE

84,000 N.I.A. 86,000 N.I.A. $7,500 N.I.A.
AVERAGE PER | TOTAL AVERAGE PER | TOTAL AVERAGE PER | ToTAL

LOCATION TAXPAYER MILLIONS TAXPAYER MILLIONS TAXPAYER MILLIONS
Northern B.C. $ 874 $ 47.99 $1,305 $ 71.64 $1,620 $ 88.94
Northern Alberta , $ 861 $ Lo.60 $1,286 $ 60.63 $1,601 $ 75.49
Northern Sask. $ 849 $ 16.69 $1,269 $ 24.94 $1,554 $ 30.54
Northern Manitoba $ 851 $ 18.81 $1,253 $ 27.69 $1,538 $ 33.99
Northern Ontario $ 849 $ 66.02 $1,269 $106.80 $1,56M $131.63
Northern Quebec $ 850 $ 41.96 $1,270 $ 62.69 $1,563 $ 77.15
'(‘?;E:‘j;’l‘nge‘f:z‘::g;i')‘d $ 850 $ 13.09 $1,266 $ 19.50 §1,551 $ 23.89
TOTAL ZONE B $245.16 $373.89 $461.63

o me | |

Loss IN FEDERAL TAX REVENUE

87,000 N.I.A. $10,000 N.I.A. NO INCOME TAX
AVERAGE PER | TOTAL AVERAGE PER | 7T0TAL AVERAGE PER TOTAL
LOCATION TAXPAYER MILLIONS TAXPAYER MILLIONS TAXPAYER MILLIONS
Yukon $1,611 $ 20.20 $2,107 $ 28.17 $2,995 $ 40. 04
Northwest Territories $1,312 $ 28.75 $1,387 $ 30.39 $1,387 $ 30.39
TOTAL ZONE A $ 48.95 $ 58.56 $ 70.43

SOURCE FOR TABLE 5: APPENDIX B
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OTHER RECOMMENDATIONS

NORTHERNERS WITH FIXED INCOMES

The case for an Indexed Northern Income Allowance applies equally well to
Northern residents with fixed incomes—the elderly, the unemployed, and
those on welfare; they also deserve a N.l.A. Fixed incomes paid by the
Federal Government to Northern Canadians should, therefore, be increased

in proportion to the cost of living differences between ZONE C and ZONES
A and B.

Cost estimates for this proposal are not included in this paper. We sug-
gest, however, that revenue to finance a N.lI.A. for Northerners with fixed
incomes be raised by increasing, for all Canadians, the rate of taxation
and/or Canada Pension Plan and 01d Age Security contributions and/or Unem-
ployment Insurance Premiums.

EARLY RETIREMENT

In recognition of:

(a) those Northern residents who have already worked

many years in Northern Canada and paid thousands
of dollars in discriminatory Federal taxes, and

(b) the cumulative impact of hardships and isolation
endured by Northerners over time,

and, as a means of:

(c) adding stability to the Northern labour force,

(d) enticing Canadians to make Northern Canada their
home, and

(e) promoting Northern Development,

we recommend that Northern Canadians be allowed to retire one year earlier
for every five years spent working in Northern Canada. This benefit can
be constrained by a maximum five year reduction in retirement age so that
Canadians working twenty-five years or more in Northern Canada will be el-
igible for full Federal pensions at age sixty.
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PROVINCIAL TAXATION

The case for a tax differential or an Indexed Northern Income Allowance
can be applied to both the Federal and Provincial tax systems.

Like the Federal Government, Provincial Governments discriminate against
Northerners by not adjusting provincial income taxes for cost of living
differences, but also because provincial sales taxes are insensitive to
important differences in living conditijons.

The Provinces' gasoline taxes, which usually finance road construction
and maintenance, are levied against all motorists at the same rate re-
gardless of the condition and upkeep of local highways. In Northeastern
British Columbia, for example, where the Province has not assumed respon-
sibility for highway construction and maintenance since World War I, the
gasoline tax is nevertheless inflicted upon area residents.

Retail sales taxes are also discriminatory: a disproportionately high
share of sales tax revenue is siphoned from the pockets of Northerners
because sales taxes are charged as a fixed percentage of retail prices
even though retail prices are much higher in Northern Canada than in
urban centres.

The Provincial Govermments should consider restructuring their tax system
using the criteria and boundaries proposed in this paper, and introduce a
Provinetial Indexed Northern Income Allowance to relieve Northerners of
their unfair tax burden.
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SumvaRY AND CONCLUSIONS

SUMMARY
Federal politicians must favour urban Canada — the largest political
interest group in Canada — or lose their power. The result of this

lop-sided distribution of political influence is exploitation: major
economic projects undertaken in Northern Canada on:behalf of urban
residents are insensitive to the values and aspirations of Northern
residents. The imminent dangers include protests from Northern Cana-
dians and extraction of Northern resources to feed excessive urban
sprawl .

Northern Development is an alternative to, and a necessary requirement
for, continued urbanization. |Indeed, Canada's future is closely linked
to Northern Development; but successful Northern Development requires
national policies founded on equity and fairness, not on exploitation.

Urban Canada has developed while Northern Canada has been ignored.
Vast and sophisticated services and infrastructure are part of the
natural environment in cities, but are luxuries in the North.

The cold climate, poor transportation; and sparse population cause high
costs of living. Northern residents are isolated from the main stream
of Canadian life. Their medical, communications, cultural, educational,
shopping, protection, and other needs are not adequately met.

The high cost of living and the isolation in Northern Canada create fin-
ancial and spiritual hardships not encountered in urban Canada. Many
employers in the North must therefore pay special income supplements,
ranging from $2,000 to $12,000 per year to attract and retain qualified
personnel. Revenue Canada recently complicated the situation by announc-
ing it will tax all Northern benefits that were once exempt.

Many Northern taxpayers do not receive any special benefits but must en-
dure Northern hardships. They too deserve a Northern Income Allowance.

One reason Northern Canada is underdeveloped is that Federal laws and
policies are not equitable. Consequently, hardships endured by North-
erners are not compensated for . . . they are, in fact, compounded by
a discriminatory tax system.



The Federal Government levies taxes according to one's "ability to pay".
Inflation and the number of dependents affect real income and are, there-
fore, duly recognized by Canada's Income Tax Act. Price levels also af-
fect real incomes and, hence, the ability to pay taxes; but Canada's
Income Tax Act does not recognize the cost of living in its statutes.

The result is a serious injustice suffered by the five percent of Canadi-
ans who live in Northern Canada.

Northerners pay $470 million in unfair taxes every year. This figure was
derived from information used to determine the value of income supplements
paid to Federal employees working in Northern Canada.

Other side effects of Canada's discriminatory tax system are an unstable
Northern labour force and a disincentive for people and business to locate
in Northern Canada.

In Australia, Denmark, and the Soviet Union, special income allowances are
granted to all residents inhabiting isolated and costly areas . . . Canada
is behind the times.

PROPOSALS FOR EQUITY AND FAIRNESS

(1) Canadian taxpayers in the Yukon, in the Northwest Ter-
ritories and in those parts of Quebec and Labrador
North of the 60th parallel of latitude should be EX-
EMPT FROM ALL FEDERAL TAXES.

(2) Canadian taxpayers in the remainder of Northern Canada
deserve a Northern Income Allowance of $5,000 PLUS ONE
QUARTER OF THE SUM OF ALL BASIC PERSONAL EXEMPTIONS
allowed on Federal Income Tax Returms.

(3) Northermers with fixed incomes also deserve a Northern
Income Allowance equal to the COST OF LIVING DIFFERENCE
between Northern Canada and urban Canada.

(4) Northerners should be ELIGIBLE FOR FEDERAL PENSIONS ONE
YEAR EARLIER FOR EVERY FIVE YEARS SPENT WORKING IN NOR-
THERN CANADA. Canadians working twenty-five years or
more in Northern Canada will be eligible for their pen-
sions at age sixty.



h3.
CONCLUSIONS

Our proposals are not unique. They are not founded on any radical
definition of equity and fairness. We have merely demonstrated that
existing Federal policy regarding income supplements paid to Federal
employees working in isolated locations should be applied to ail Can-
adians, not just civil servants.

The Indexed Northern Income Allowance (N.l.A.) will cost the Federal
Government approximately $470 million per year in lost tax revenue;
this amount equals the unfair taxes currently levied against Northern-
ers. Responsibility for raising the lost tax revenue should be shared
evenly by all taxpayers.

Financing for the N.I.A. will come from reduced Federal employee income
supplements and increased corporate taxes since our proposals will re-
place current Northern benefits. Other revenue from reduced U.l.C. pay-
ments and increased taxes will come from new economic activity respond-
ing to the N.l1.A. The balance of funding can be raised by increasing
the rate of taxation levied against all taxpayers.

Responsibility for financing the other proposals should be shared evenly
by all Canadians. Revenue can be raised by increasing the rate of tax-
ation and/or C.P.P. and 0.A.S. contributions and/or U.l.C. premiums.

Our proposals will ensure Northerners are treated fairly. They are equi-
table and, because they are generalized incentives, they will not distort
market signals; efficient economic development that is sensitive to val-
ues and aspirations of Northern residents will be encouraged. -Our pro-
posals will attract people and business to Northern Canada and will help
create a stable, diversified, and productive national economy.

Northern Development will be ill-fated and National Unity will be flawed
so long as Canadians know they will not be treated fairly by Canada's
Income Tax Act and will not receive an equitable share of Canada's wealth
if they move North.

Frontier resources provide the foundation for Canada's industrial progress.
Today, the frontier is Northern Canada.

Our future as an industrial nation is therefore inextricably tied to the
development of Northern Canada. A more enlightened approach to Northern
Development . . . one founded on equity and fairness for Northerners

is essential to Canada's continued prosperity.
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APPENDIX A

APPENDIX A contains price indexes showing the cost of living differences
between major urban centres and selected locations in Northern Canada.

The indexes were compiled by Statistics Canada for the Federal Government.
They are used to determine 'cost of living supplements' paid to Federal
employees in Northern Canada and are a composite of food, household oper-
ation, transportation, personal care, and tobacco and alcohol prices.
Shelter costs, clothing, and automobile purchase are not included in the
measurements.

The 'Base City' for each region has an index level of 100. If we take
Anahim Lake, British Columbia as an example, the TABLE shows that retail
prices for the above mentioned goods are 20 to 30 percent higher in Ana-
him Lake than in Vancouver, British Columbia.

The comparative indexes embrace the following:

(1) FOOD:

a) Meat, Fish & Poultry

b) Dairy Products

c) Fats & Oils

e) Fruits & Vegetables

f) Miscellaneous Groceries

(2) SUPPLEMENTARY GOODS & SERVICES:

a) Household Operation

Soaps, Detergents, and Other Household
Other Household Care Articles

Laundry and Dry Cleaning

Telephone

b) Transportation

- Automobile Operation (Substituted by Snowmobile
Operation at Locations where Automobiles are not
Used)

~ Local and Long Distance Transportation

c) Personal Care

d) Tobacco & Alcohol

* SOURCE: '"Notes on Isolated Posts Indexes", Treasury Board.
op. cit.



TABLE 6

COST OF LIVING DIFFERENCES BETWEEN URBAN & NORTHERN CANADA

ZONE B

LOCATION

BRITISH COLUMBIA

Anahim Lake

Blueberry 1.0.S.

Dease Lake
Fort Nelson
Lower Post
Stikine River

ALBERTA

Assumption
Chipewyan Lake
Fort McMurray
Hay Lake
Janvier

SASKATCHEWAN

Black Lake

Fond du Lac

Ile A La Crosse
La Loche

Stoney Rapids
Uranium City

MANITOBA

Churchill
God's River
Lac Brochet
Oxford House
Shamattawa
York Factory

(BASE CITY INDEX = 100.0)

DATE OF SURVEY

May/June 1978
May/June 1978
May/June 1978
May/June 1978
May/June 1978
May/June 1978

June/July 1977
June/July 1977
June/July 1977
June/July 1977
June/July 1977

June/July 1977
June/July 1977
June/July 1977
June/July 1977
June/July 1977
June/July 1977

Feb/March 1976
Feb/March 1976
Feb/March 1976
Feb/March 1976
Feb/March 1976
Feb/March 1976

BASE CITY

Vancouver
Vancouver
Vancouver
Vancouver
Vancouver
Vancouver

Edmonton
Edmonton
Edmonton
Edmonton
Edmonton

Edmonton
Edmonton
Saskatoon
Saskatoon
Edmonton
Edmonton

Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg

*Indicates index calculated by
assoeiation with other posts
in same general area due to in-
sufficient data being received.

"Notes on Isolated Posts Indexes'!,

Treasury Board, op. cit.

INDEX LEVEL

120.
*110.
130.
110.
130.
*140.

120.
*130.
100.
120.
*130.

140.
130.
110.
120.
130.
120.

120.
150.
140.

140

150.
140.

OO0OO0OO0OO0OO0O
i

W =W =N

O W W WWW

0-129.
0-139.
0-109.
0-129.
0-139.

|
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0-129.
0-159.
0-149.
.0-149.
0-159.
0-149.
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TABLE 6 (CONT'D)
COST OF LIVING DIFFERENCES BETWEEN URBAN & NORTHERN CANADA

ZONE B

LOCATION DATE OF SURVEY BASE CITY INDEX LEVEL
ONTARIO
Angling Lake Feb/March 1979 Winnipeg 160.0-169.9
Big Trout Lake Feb/March 1979 Winnipeg 150.0-159.9
Ogokii Feb/March 1979 Toronto 150.0-159.9
Sachigolake Feb/March 1979 Winnipeg 160.0-169.9
Spirit Lake Feb/March 1979 Winnipeg 160.0-169.9
Winisk Feb/March 1979 Toronto 170.0-179.9
QUEBEC
Blanc Sablon Sept/Oct. 1976 Montreal 120.0-129.9
Fermont Sept/Oct. 1976 Montreal 120.0-129.9
Harrington Harbour  Sept/Oct. 1976 Montreal %*120.0-129.9
Mingam Sept/Oct. 1976 Montreal 110.0-119.9
Natashquan Sept/Oct. 1976 Montreal %120.0-129.9
Schefferville Sept/Oct. 1976 Montreal 120.0-129.9
LABRADOR
Charlottetown Sept/Oct. 1976 St. John's %130.0-139.9
Fox Harbour Sept/Oct. 1976 St. John's *130.0-139.9
Labrador City Sept/Oct. 1976 Montreal 120.0-129.9
Mud Lake Sept/Oct. 1976 Montreal 130.0-139.9
Separation Point Sept/Oct. 1976 Montreal 130.0-139.9
White Point Sept/Oct. 1976 St. John's 130.0-139.9
NEWFOUNDLAND
Blue Cove Sept/Oct. 1976 Halifax %120.0-129.9
Cook's Harbour Sept/Oct. 1976 Halifax *120.0-129.9
Flower's Island Sept/Oct. 1976 Halifax %120.0-129.9
Pine Cove Sept/Oct. 1976 Halifax *120.0-129.9
Ramea Sept/Oct. 1976 Halifax %120.0-129.9
St. Tunaire Sept/Oct. 1976 Halifax 120.0-129.9

*Indicates index calculated by
association with other posts
in same general area due to in-
sufficient data being received.

"Notes on Isolated Posts Indexes',
Treasury Board, op. cit.



TABLE 6 (CONT'D)

COST OF LIVING DIFFERENCES BETWEEN URBAN & NORTHERN CANADA

ZONE A
LOCATION DATE OF SURVEY

YUKON

Beaver Creek Oct/Nov. 1978
Dawson Oct/Nov. 1978
01d Crow Oct/Nov. 1978
Ross River Oct/Nov. 1978
Watson Lake Oct/Nov. 1978
Whitehorse Oct/Nov. 1978
N.W.T.

Aklavik Jan/Feb. 1978
Fort Good Hope Jan/Feb. 1978
Fort Liard May/June 1978
Gjoa Haven May/June 1978
Inuvik May/June 1978

NORTHERN QUEBEC

%% dF |[GURES

(See Page 15 For Living Cost Supplements)

BASE CITY

Vancouver
Vancouver
Vancouver
Vancouver
Vancouver
Vancouver

Edmonton
Edmonton
Vancouver
Edmonton
Edmonton

NOT AVAILABLE#*#*%*%*

INDEX LEVEL

130.0-~139.
130.0-139.
160.0-169.
130.0-139.
130.0-139.
120.0-129.

O WO WO W\

140.0-149.
150.0-159.
130.0-139.
170.0~-179.
130.0-139.

O O W W\

SOURCE FOR TABLE 6:  Statistics Canada - Prices Division -
Government Allowances Indexes Section,
"Comparative Indexes of Retail Price
Levels Encountered by Federal Govern-

Treasury Board,

ment Employees.

op.

cit.



ApPPENDIX B

Estimates of the 'Loss in Federal Tax Revenue' (shown in TABLE 5),
were calculated with the following formula:

L0SS = OLD TAXES — NEW TAXES where,

LOSS: is the 'Loss in Federal Tax Revenue'
(shown in TABLE 5)

OLD TAXES: are the 'Total Federal Taxes Payable'
(shown in TABLE 7)

NEW TAXES: are calculated with the following formula:

NEW TAXES = NO. EMPL. x NEW AVE. FED. TAX where,

NEW TAXES: are the Total Federal Taxes that would be payable
if Northerners were given Northern Income Tax Al-
lowances recorded in TABLE 5.

NO. EMPL.: are the 'Number of People Employed' in a given
region (shown in TABLE 7).

NEW AVE., is the 'Average Federal Income Tax Payable Per

FED, TAX: Employee' in a given region after allowing for a
deduction equivalent to the Northern Income Allow-
ances recorded in TABLE 5. The N.I.A. is substrac-
ted from the 'Average Annual Salary' (shown in
TABLE 7) with the resulting net income having
Federal taxes (shown in TABLE 8) levied against it.

AXANOTE*** Different calculations were done for the Yukon and
N.W.T. because we had access to preliminary estimates
from Reverue Canada. In TABLE 7, the 'Total Federal
Taxes Payable' was divided by the 'Number of People
Employed' to get a new 'Average Federal Income Tax
Payable per Employee' Checking this figure with
TABLE 8 gives an estimated 'Average Annual Salary'’.
The N.I.A. i1s subtracted from this figure with the
resulting net income having Federal taxes (shown in
TABLE 8) levied against it. The difference between
'dverage Federal Income Tax Payable per Fmployee'

" before and after the N.I.A. is deducted, when multi-
plied by the 'Number of People Employed', gives the
'Loss in Federal Tax Revenue' (shown in TABLE 5).



FEDERAL PERSONAL INCOME TAX REVENUE

(4) (5) (6) (7) AV. FEDERAL (9)
% OF TOTAL LABOUR FORCE NO. OF AV. ANNUAL INC. TAX(8) TOTAL FEDERAL
LABOUR FORCE IN POP. ACTIVE PEOPLE SALARY PAYABLE/EMP. TAXES PAYABLE
LOCATION PROV. OR TER. (15 & OVER) EMPLOYED (1979) (MILLIONS) (MILLIONS)
Northern B.C. 5% 60,100 54,900 $16,932.97 $3,053 $167.61
Northern Alberta 5% 49,300 47,150 $15,862.13 $2,810 $132.49
Northern Sask. | 5% 20,800 19,650 $14,249,.35 $2,453 $ 48.20
Northern Manitoba [ 5% 23,600 22,100 $13,410.23 $2,280 $ 50.39
Northern Ontario 2% 84,160 77,760 $14,790.78 $2,568 $199.68
|

Northern Que. (1) 2% 55,920 49,360 $14,731.03 $2,556 $126.16
Northern Nfld. (2) 10% 19,300 15,400 $14,119.30 $2,426 $ 37.36
Yukon Territory 100% N/A 13,368 $18,272.43 $3,385 $ 40,04
N.W.T. 100% N/A 21,914 $20,160.97 $3,841 $ 30.39
ZONE A -- N/A 35,282 $15,034.61% $3,667 $ 70.43
Z0NE B (3) -= 313,180 286,320 $19,483.31%* $2,621 $761.89

*Weighted Average

‘64



50.

(6)

(8)

FOOTNOTES FOR TABLE 7

Includes all of Quebec North of 50 degrees.
Includes all of Labrador

Includes area North of 60 degrees in Quebec and Labrador
which are actually part of ZONE A

The population figures recorded in ''"Population: Geographic
Distributions - Federal Electoral Districts', Census of Can-
ada (1976), were adjusted for a population growth equal to
that occurring between 1971 and 1976, then divided by four
to estimate the labour force, and then divided by the total
labour force for the Province or Territory as reported by
Statistics Canada in '""The Labour Force'', March 1979, to de-
rive a percentage.

These figures are the corresponding percentage of the total
labour force in the Province or Territory as reported by
Statistics Canada in '""The Labour Force'', March 1979.

These figures are the corresponding percentage of the number
of people employed in the Province or Territory as reported
by Statistics Canada in '"The Labour Force', March 1979, ex-
cept for the Yukon Territory and the N.W.T., where figures
are preliminary estimates by Revenue Canada for the 1978-1979
taxation year (Ottawa).

Source: Statistics Canada, 'Employment, Earnings, and Hours'",
1979. The figures are an average of all average weekly earn-
ings for the months of January to October, 1979, multiplied

by 52 weeks.

These figures are the average Federal taxes payable per employ-
ee earning the average annual salary in his region, assuming

no Federal deductions. Calculations correspond with 1979 Fed-
eral Tax Table.



FOOTNOTES FOR TABLE 7 (CONT'D)

(9) -- Total federal taxes payable are derived by multiplying the
number of people employed in a given region by the average
federal taxes payable per employee of that region. In the
case of ZONE A, the Yukon Territory, and the N.W.T., the
figures are preliminary estimates by Revenue Canada for the
1978-1979 taxation year (Ottawa). Note that these figures
are less than what would be derived by calculations done for
the Provinces. ZONE A estimates are less than they should
be because the northern-most areas of Quebec and Labrador
are not included. ZONE B estimates are greater than they
should be because the northern-most areas of Quebec and Lab-
rador are included.

B T O T S S S L O O T T S T O S S S O S O S I S e T R T e LY
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TABLE 8
19/9 RATES OF  FEDERAL  INCOME  TAX
TAXABLE INCOME TAX

$ 829 or less 6%

$ 829 $ 50 + 16% On Next $ 829
$ 1,658 $ 182 + 17% On Next $ 1,658
$ 3,316 $ 464 + 18% On Next $ 1,658
$L4,97% . . . ... .... § 763 + 19%0n Next $ 3,316
$ 8,290 e e e e e e e $ 1,393 + 21% On Next $ 3,316
$11,606 $ 2,089 + 23% On Next $ 3,316
$14,922 $ 2,852 + 25% On Next $ 3,316
$18,238 $ 3,681 + 28% On Next $ 4,974
$23,212 $ 5,073 + 32% On Next $16,580

$39,792 e e e e e e e e e $10,379 + 36% On Next $24,870
$64,662 e e e e e e e e e $19,332 + 39% On Next 534,818
$99,480 e e e e e e e $32,911 + L43% On Remainder

SOURCE: Your 1979 General Tax Guide and Return -

For Residents of Ontario (Ottawa: Govern-
ment of Canada, 1980).

'''''''''' Toobeale o abe ale ale ofs ol ale olo als alo ale als als afs ol alo ale ol ol ol e wb ale olo alo ale ol ate oo afe to alo ale afo ol ol ho ale oo afe ol clo o ale sl ole ol ol oo lo afe alo alo alo alo ale ot ala ato alo ofs to ale wlaate oo oS
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