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l Ilntroduction

Statistics Canada has the responsibility to collect,:_
conplle, analyse and publish statistics on the economic and_
social- activities and conditions of»the people of‘Canada;v
In the .specific vcase of -farn-- financial :statistics,

- Statistics Canada’ attempts ‘to provide timely and ‘relevant

:data for public policy analysis and decision-making.

zlns this‘spaper; Swill attempt toioutline the demand
' shortcomings, and alternative _sources - for - farm~gfinancia1
,statistics.‘lal shall then compare the relative advantages
‘and disadvantages of - income tax returns 'as an alternative

datagsource.

Ly

Ivabemandjfor.Farm-Financial Statisticsrll

i

fpast‘ few years, the demand for farm financial'

1data has'expanded greatly to inclnde .distrlbutionbtof‘ net

,,economic class, inpnt'expense datazuonl“a;fregional basis'
further : information relating ‘%to?,the non—farm’.incpme:’
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'component of.farmers"total‘incone° andﬁ-'ni general, more
. detailed data to enable analysis of particular income groups
w1thin the agricultural sector.- However, the »preceding ‘is

’»by ‘no means exhaustive of the increasing demands placed on

our- present statistical data base.

IIT Shortcomings of Present,Financial Series:

‘Over: the years, the‘Agriculture Division of Statistics
»Canada has based estimates ;fotk its financial series_ on
‘1nstitutiona1 fsources, censusibenchmark estimates,-periodic

mail-questionnaire surveys and ,an' enumerative probability

vv:sample survey carried out/in 1958 (2) W1th the exception ofg,

selected farm expenditures such as taxes, .rent, :and'rcash'
,wages, the time period between benchmarks has often exceeded.
ften}.and:_even’ fifteen‘ ‘years. { Mail suryeys, rgenerally
dcharacterized by a "high' pronortion ‘of:nonfresponse, are

Decoming a less reliable statistical tool as‘ Canadianv farmyi'

unitsgi »become : more> heterogeneous.<‘ “ance“‘?'““—

,'1ﬂfbrna;ip§7¢b:aiﬁé;” survey is limlted many’pr0xyf

”uariables:lmust 'be_yemployed 1n the projection of financial
'i,béﬁcﬁmafkst Manufacturing statistics Kfor such items gas'..

fvfertilizer ?fand? feed useful ~data sources but

iunfortunately‘they are not very numerous. o
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Increasing computeriéatibn, which has greatly increased

thé,effieiency~of-data analysis;mhés made the need for more

accurate and more detailed statistics more appareﬁt.. It is

becoming increaéingly difficult to meet théée demands from

i

our existing data ABase. As’John Dawson aptly points out,
there bexists._é serious void of data pertaining to
'idistribution of net férm incomesvin Canada‘whicﬁ perceivably
limits forﬁuiatipn'of sound agricultural policy. He goes on

to say:

|
|
|

...obtaining such information is a substantial

- undertaking even on a sample basis. It is

- difficult information to obtain and it is’
information which should be obtained on an

- annual basis because of the year-to-year income
variations in some types of farming, (3)

The' filling. of dinformation gaps in . the future will

~undoubtedly necessitate the use of alternative data sources.

1

IV Alternative Data Sources -

. There are at least four sources of data which have or
could potentially provide the type of data necessary to at

least. partially. satiéfy'usef needs. These sources include

institutional statistics, agricultural censuses, probability

‘enumerative surveys and iﬂcome tax returns filed by persons

reporting income from farming,

Institutional sources such as the - Canadian Grain
Commissibh.ﬁhd some provincial marketing boards are highly
_acceptable data ‘sources but -they do not cover the entire

agricultural-domain;

ke



It”iisxbexnected that with thi_ advent of more marketing
1boards, this data source will increase Vin importance »overb
. time.;r Historically,;{agricultural ‘censuses have provided
‘much useful information, however,: high costs;llimit'vtheir
occurrence. 'to‘.‘once': every five or:‘ten' years.bllnost'
-statistical methodologists agree vthatv probability sample'
surveys' with field enumeration prov1de the possibility of
-producing high quality estimates. This method hasfbeen'used
for four Agriculture Censusesi tovassess‘the_cOverage andl‘
.quality of enumeratiqn. .
"Thez-Agriculture Division;ofigtatistics Canada:recently
has been evaluating the usefulness of farmers' _income Atax
returns ,asxnal'source ‘of financial statistics.A.It is this'
.datavsourcebto which the remalnder of this paper willi be

: devoted.

: V. Incone Tax Returns as alsource ofyFarm Financial Data

. 1
Lo

-Theﬂ new: Statistics Act (which received royal assent on
February llth 1971),provided Statistics Canada with~'theh

authority ’to' tabulate 1nformation submitted by individuals

: to.the.Department of National‘Revenue. Subsection (l)

'b,section 23 reads as follows.‘

(a) the Chief Statistician or: any person
‘authorized by him to do so may inspect
‘and have access to any returns, certi-
ficates, statements, documents, or other
records obtained on behalf of the Min-
. .ister:of National Revenue for the purpose
jfof the’Income T vact"and T




- (b) the Minister of National Revenue
- shall cause such ‘returns, certificates,
-js;”statements, documents, or other . records
. to ‘be made available.to the. Chief Sta= -
. tistician or person authorized by him
-~ to inspect such records, in such manner
-and at such times as the Governor in
© . Council may prescribe upon the recom-
- mendation of the Minister and the
~“Minister of National Revenue.

1‘A119,information- tabnlated ‘By~ Statisticsv Canada is
v:subject to the. same.‘stringent~_ru1es" of secrecy. For

emphasis, let ‘me quote subsection (1) of section 16'

. (a) no person, other than a person em=-
fployed or deemed to be employed under -
‘this Act, and sworn under section 6,
"“shall be permitted to. examine any iden-
o tifiable individual return made for the
*’fpurposes of this Act™ and
.+ (b) no person who has been sworn:
under section 6 shall disclose or know-
- ingly cause .to be disclosed, by any
‘. means, any- information obtained under
this Act in such a manner that it is»
" 'possible - from any such disclosure to
. relate the partlculars obtained from any
" indiviual return to any identifiable
“individual person, bu51ness or organization.

ishould bé”sﬁrésséq tﬁag;tﬁeybepartment ef National

-.,Revenue‘&oes n' | have‘saccessﬁétOljdocuments»lsuppliedf to
't'Statistics Canadg., | | |

inl“general° income taa data 1neludes gross farm income‘
v bj item, farm expenses by item, net farmw-income,’_non-farmv
-:ineemebf ;By“ ‘ source;‘ plus »A eertain“ -sqciqfeeonomie
'"charaetéristics‘sucn;as age,_sex,imaritaltstatus;fnnmberf_of
dependents, fnrOVince-finf'wﬁitH*bthe ‘farmlrls located, ‘énd.

' municipality of residence as determined by - mailing address;-




‘»whereaslrthe ‘information is--available to Statisticsfvf
:Canadauon a microfunit -basis: ,cross classifications.ﬂand
-distributionss in any bformat.(within the Statistics Canada
"secrecv restrictions) & can be provided upon"request byl
userst" The ability to monitor the longitudinal changes of

- certain characteristics (including net farm income) of- a

constant group of taxfilers over time will also be possible.

. 1
'VI Comparison of Alternate Sources of Financial Data‘

‘The  information in.  Table 1 highlights  the
fcharacteristics&of‘the various sources' of financial data
*fwith respect to certainfcriteria.‘ The'relative advantages
and disadvatages of each bsource:“indicated ’afe usummarized

below._b

i"One":drawback»"ofaivincomef tax data:”is-_the ‘non=-
i comparability with the oensus. in terms of the‘ unit of
observation _andi_the universe.‘ lhis, along with conceptuaI.
differences between some of the income ,and} expense items
'serves to limit a detailed evaluation ofione source‘in terms-

of the other.t o

A second apparent, shortcoming of income tax data is
that the numberﬁof' individuals reporting’ farm * income - on
'their“.raxﬂ returns” is markedly uleSS'»thanV the numberiofm

*census-farms in Quebec and the Atlantic provinces. However,
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Table 1l - Characteristics of Financial Data Sources within Statistics Canada

Criteria Income Tax Census Enumerative Survey Agriculture Divisi‘onb
Universe
. Ideal All individuals with ° All census farms. All census farms. Agricultural production
- selfremployed earn- SRR ' from census farms.
ings or a combina-
tion of self-employed
earnings and wages
and salaries in
. excess of $800. 1
Actual Only those individ- Census farms which All census farms. Agricultural product:ion
' uals who comply with are identified. : : ' from census farms.
the income tax Usually some under ' '
regulations. i.e. enumeration.
Some individuals : o
may fail to report -
"insignificant".
amounts of farm - -
income
Unit. Taxfilers reporting Census farms (one ' Census farms based "Farm sectors by
- some farm income. operator per farm). on area sample frame. province :
- Frequency Annual ‘Quinquennial. Quinquennial. Monthly cash receipts.
' : ‘ ' ) Expenses and net
income annually.
Timeliness 12 to 16 months after 16 to 26 months after | 6 to 12 months after 2 to 6 months after
' : reference year.' 5 reference year.,' reference year. reference year.
Financial Complete coverage of 1971-all income items 1971-all income items = | All farm income
. questions farm income and expense -8 expense items -8 expense items: and expense items.
; - and non-farm income. 1976-no financial 1976—p0831ble extended S
' : o 7. data coverage of income:
DRI and expense items. |

- See footnotes on page 9.

" (cont'd)
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Tabié lv- Chafacteristiés of Financ131 Data Sources within Statistics Canada

" Criteria

Income Tax

Census

Enumerative Survey

Agriculture Division

Methed. of .
computlng
,"income and
- expenses

- farmers) .

Reported mainly on

cash basis (accrual
accounting not
commonly used by
Includes
interfarm transfers.

Reported on accrual
basis. Includes:

(a) interfarm
transfers

(b) landlords share
of income and expense
(¢) non-census-farm
portion of income
and expenses under
contract agreements.

Same as census.

Calculated on accrual
basis by province.
Excludes interfarm :
'transfers.

”', Quality of

~data
sampling”
error

Non—sampling
error

of taxfilers.

Gross and net-farm

- income data are

based on the universe
Indi-
vidual items are based

‘on a general purpose

sample of tax returms.
The universe is

" incomplete in some

areas.

Data are based on
total enumeration
of census farms.
Under enumeration
in some areas.

Data are based on
a probability sample

~'of area-land segments.

Error,is a function
of funds available.

Data are based on
census and other
benchmarks, voluntary. -
response to mail
surveys, and infor-
mation from institu-

tional sources.

 Possibility of under/
1 over reporting of

income and expense
items. .

. Similar to income

tax. Income tax.
returns often used
to complete
questionnaires.

Similar to income
tax. More control
possible with good
enumeration.

" Similar to income

tax for those items———

. based on census

benchmarks.

" (cont'd)
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Table 1 - Chafacteristics of Financial Data Sources within Statistics Canada

Criteria

Income Tax

Census

Enumerative Survey

Agriculture Division

Response

- Burden

(initiated
by Statistics
Canada)

Currently none.

Nearly all farmers
contacted every
five years.

b

Sample of 15,000

farms. . .

~ .

Semi-Annual mail
questionnaires sent
to all farms plus

a panel of farmers
reporting to monthly
surveys.

Sub-Provin-
cial data -
possibili-
ties.

Based on taxfiler
mailing address.
Potential exists for
basing data on )
location of farm.

Based on location
of farm.

Possible only with

very large samples.

Difficult to put
Agriculture Division -
data on small area
basis.

Non-farm
income

'~ Universe consists

of all taxfilers

who report some farm

income. Includes
all income sources
subject to taxation.

Universe consists of
detailed income

statistics (includ-
ing net farm income)

- of all individuals

in 1/3 of 1971
census households.

Relative ‘Cost
(rated on

an Increasing
scale of 1

to 5)

a Refers to the 1971 Post-Census Agriculture Survey. This was a probability
conducted, in part, as a check on the 1971 Census of Agriculture.

sample survey

b . Refers to the farm income and expense series of provincial aggregatés currently published
by the Agriculture Division of Statistics Canada.
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preliminary ;investigations _indica£e  that fhe filing,rates
fdf‘ Qﬁﬁa:i§v aﬁd the’fWestgrn ﬁro;iﬁpes are .viftually
completé; ‘ A. more immediate ‘disaAQantage 'is the lack of
,,resqﬁfces neéeéggry.fo? the dgvelopment of the data base and
the Vaséessment of the'data quéliﬁy.' Initia; tabulations of
incoméltax data indica;é.that the estimates are similar to
census data in spite of diffefences in definitions and
céﬁéep:s. In terms of timélineés income 7tax statistics
would be" available"éﬁproximateij one year later than the'
' financial sta#istics currently published'by the Agriculture

Division.

lIn 3spitev of fhese iimi£ati6ns income tax data do have
certain ad&aﬁcages. The faét that the‘,daﬁa afe available
annually ‘to Statisfigs_ Caﬁadaf>on' a micro;unit basis is
prébaﬁly its_ §tronges£.véttributé. Diséributions,"cross-
‘claésifigatioﬁs ’éﬁd '1dngitudinal studies are thus possible
én a relativély.widé }aﬁge of farm financial data. In
ﬁdditioh; 6overageiof‘far@ income and:expenséé is relatively
‘compiéte; éhere‘isrno‘ingreasg in'“response burden. on - the
farmers énd_ the d#ta.éollection is relatively inexpensive,’
‘Whilé the taﬁﬁlation df‘sﬁb-provinéial data from'tak‘returns'
is_ p§ssib1eJ.£his bt§o r§quires furthe: 1nvestigation.‘ The
.non-comﬁarability‘of ;hé universe and certain concepts of
'inéome  ﬁéx_ and;'censps wi11 not'éefiouslyvlimit the use of
téx data if users are, Q111ing-'to accept the different

concgpts-inhergnt in incomg"tax,data,



|
~ VII Summary and Conclusions |
. T , } ‘

This’ naper‘ has .outlined the major advantages hand
disadvantages of income. tax returns as an alternate source.
"of farm financial data.f‘Income tax retnrns can‘nrovide data‘
»onigross'farm income hy~item; 'farmixenpenditures by item,
non-farm income by source,_“and a variety of other socio-

_economic data for the individual taxfiler.

The conclusions of thisi paper _can be summarized as

follows;

'l. fhe‘fact that there are conceptual differencesv
»»between‘ income ’tax, data and other data sources should not
.detract'from,the,usefnlness_of.income tax_datat“iThe nature

'l_and1 ertentlof,coyerage ot thernenvdatarindicate?that'income'
htax”statistics can stand as axindependent data‘ sonrce for

[thefanalysiSvofia variety of issues,

: 2.; In spite of these conceptual differences, estimates
of certain income and expense items from income tax can be

'sused to 1mprove the estimates of the present series.

3. Whereas income tax statistics will probably be a
consistent series over time, rates of change calculated from‘

».1ncomejtaX»data can be‘used_to replace' many_ of - the “proxy

variables ’thatf:are currently employed in the Agriculture

Division for the proJection of benchmarks.




FOOTNOTES

(1)

The author »gratefully- acknowledges the able assistance
provided by members of the  Agriculture Division  of
Statistics Canada. ~Any errors or ommissions remain the

responsibility of the author.

(2) - | S
The "1958 Survey of Farm Income and Expenditures" carried
out by D.B.S. was a probability land segment survey

involving approximately 8000 farms, In 1971 the "Post
Census Agriculture Survey" provided new benchmark estimates
for a limited number of financial series, |

. ' o
(3) : _ f v
John A. Dawson, "Obstacles Expected and Steps Required in
Implentation of a Sound Policy for Canadian Agriculture,"”
Canadian Journal of Agricultural Economics, |Vol.17, Number
"3, Fovember 1969, pp., 75 N |
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