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1.
Introduction

Comparing the economic well-being of farm families and non-farm families in terms of income is complex.  There are several factors to be considered including the definition of income, the definition of family by type and composition; the method used to determine families with low income and the type of data used in the analysis. 
This paper discusses the issues involved in comparing the income situations of Canadian farm and non-farm families using both annual and longitudinal tax data.  The paper consists of five sections.  Part 1 is the introduction; Part 2 describes the purpose of the paper; Part 3 describes the concepts and data; Part 4 presents the results based on different family types, different low income measures and for annual and longitudinal family data; and Part 5 provides a summary of some of the issues involved in comparing the economic well-being of Canadian farm and non-farm families.
Acknowledgements:  The authors would like to thank Jeffrey Smith of the Agriculture Division, Statistics Canada and Yan Zhang, Sylvain Cloutier and Marie-Josée Bourgeois of the Small Area Administrative Data Division, Statistics Canada for their valuable contribution to this paper.

2.
Purpose
The purpose of this paper is to build on the issues related to measuring family income and well-being as discussed in the Rural Households’ Livelihood and Well-Being Handbook (Wye Group). The paper uses annual and longitudinal Canadian tax data to illustrate some of the complexities in comparing the economic well-being of farm families in terms of income, both within the farm family population, by size class, and with the non-farm family population living in rural and urban areas.  The family income of these family types is also compared based on a broad definition and a narrow definition of family.  The broad definition compares all Canadians living both in family units and as individuals; therefore providing a perspective on farm families within the broader social context.  The narrow definition includes couple families only.  Since a higher percentage of farm families are couple families, this definition provides a more direct comparison between farm and non-farm families.

The analysis also provides a comparison of the percentage of Canadian farm and non-farm families with low income.  The incidence of low income is compared for two methods used in Canada to determine families with low income. One measure is the Low Income Measure (LIM) which does not account for differences in living costs; the other measure is the Low Income Cut-Off (LICO) which does reflect differences in living costs between rural and urban areas and by the number of family members.
Finally, income and economic well-being issues of farm versus non-farm families are explored using both annual and longitudinal Canadian tax data.  Analysis using longitudinal data allows income and other variables to be defined over periods of time other than annually.  This is important for some types of families, such as farm families, in which there is more variability in income from year to year.
3.
Concepts and Methods:

3.1
Families
This section provides details of the concepts and methods used for the analysis.  Census families
 are the main unit of analysis.  The analysis is performed for two different concepts of family. All census ffamilies and persons not in census families are used as the family definition in the first part of the analysis to show the position of farm families in a broader social context. This analysis provides an overall indicator of economic well being in terms of income of all Canadians including those in families and those individuals not in families. As shown in Table 1 the income of persons not in families is generally lower than the income of families.

The second part of the analysis focuses on couple families only.  Approximately eighty percent of farm families are couple families compared to just over fifty per cent of non-farm families. Couple families therefore provide a more direct basis for comparison of the family income of farm and non-farm families.
Table 1 shows populations and median income by family composition from the T1 family file.  In 2006, 24 million individual Canadians filed a tax return.  These 24 million tax returns represented 31 million persons once tax filers were linked with family members. Of this 31 million, 26 million belonged in 9 million families.  There was 14 million of what could be considered “households” or individual separate dwellings or 9 million census families in addition to 5 million individuals not in census families.  
The number and percent of families (and persons) and couple families with family income below the Low Income Measure (LIM) is also shown.

Table 1:  Number of tax filers, persons and families, Canada, 2006

	
	Number

(#)
	Median income

($)
	Number with income below LIM-IBT

(#)
	Percent with income below LIM-IBT

(%)

	Tax filers
	       24,258,900 
	
	
	

	Persons
	       31,492,030 
	 
	5,691,780
	26.5

	     Persons in census families
	       26,355,000 
	 
	
	

	     Persons not in census families
	        5,137,030 
	       22,800 
	
	

	Families
	        9,020,650 
	       63,600 
	
	

	     Couple families
	        7,629,330 
	       70,400 
	807,230
	10.8

	     Lone-parent families
	        1,391,330 
	       33,000 
	
	

	Families and persons not in census families
	       14,157,680 
	 
	 2,997,578
	21.7


Source:  Statistics Canada, T1 Family File
3.2
Farm Families

Families (or persons) are defined as farm families if the tax return reports gross farming income greater than zero and/or net farming income not equal to zero.  Farm families are categorized into four size groups by the amount of gross farming income:   less than $100,000; $100,000 to $249,999; $250,000 to $499,999; and $500,000 and over.  Families that report no gross farm income, but do report net farm income are included as families operating a small farm.  There were approximately 15,000 families in this situation in 2006.
The farm family population used for this analysis only includes families operating unincorporated farms. Since the data comes from individual tax records, only individuals operating an unincorporated farm will be included.  Incorporated businesses are required to file a separate tax return.  
3.3
Non-Farm Families, Rural and Urban

All families and persons not in census families who do not report net or gross farm income are categorized as non-farm families; these non-farm families are sub-categorized according to whether they reside in a rural or urban area.  Rural and urban areas are delineated according to the statistical area classification (SAC)
.  Rural areas are all areas outside of a census metropolitan area (CMA) or a census agglomeration (CA). Urban areas are all areas inside a CMA/CA
.
3.4
Family Income

Family income is defined as the sum of all income as reported for tax purposes for all individuals who reported income in a census family. It includes all income from taxable sources and includes an adjustment for dividends, capital gains, refundable tax credits and non-taxable income.  Family income is before-tax.
3.4.1
Gross Farming Income

Gross farming income is the total income from the tax filer’s unincorporated farming operation, before costs and expenses are deducted.  If the enterprise is a partnership, each partner reports income from the entire operation. When gross farming income is reported for more than one person in a family, the family and parents aggregate levels contain only the amount from one of these persons, the highest value.  It has been assumed that when more than one person in the family reports this self-employment income, these family persons are all working for the same business. (Statistics Canada 2008)
3.4.2
Net Farming Income

Net farming income is the tax filer’s share of income (gain or loss) from an unincorporated farming operation, after all expenses including depreciation are deducted. These expenses also include salaries paid to family members which are reported as non farm income for tax purposes.  Amounts reported by tax filers might be positive, negative or zero. (Statistics Canada 2008)
3.5
Families in Low Income

The incidence of low income in Canada is determined using a low income threshold level.  Two methods for determining a low income threshold are used:  the Low Income Cut-Off (LICO); and the Low Income Measure (LIM). Both are calculated based on income before tax.

The Low Income Cut-Off (LICO) is based on the expenditures of an average family in a base year. The base year currently in use is 1992.  A family expenditure survey
 is used to calculate the average percentage of income spent on the basic necessities of food, clothing and shelter.  In 1992 the average Canadian family spent 43% of their after-tax income on these basic necessities. The LICO is the level of income at which families are expected to spend 20 percentage points more than the average family on basic necessities. The LICO is adjusted for inflation every year and is available by family and community size.  Table 2 shows the LICO’s for 2006.
Table 2:  Low Income Cut-Offs (income before-tax) (LICO-IBT), Canada, 2006
	
	Community size

	
	Rural areas
	Urban areas

	
	
	Less than 30,000 people
	30,000 to 99,999 people
	100,000 to 499,999 people
	500,000 and over people

	
	Dollars

	1 person
	               14,593
	16,603
	18,144
	18,257
	21,199

	2 persons
	18,168
	20,668
	22,588
	22,728
	26,392

	3 persons
	22,334
	25,409
	27,769
	27,941
	32,446

	4 persons
	27,118
	30,851
	33,716
	33,925
	39,393

	5 persons
	30,756
	34,990
	38,240
	38,476
	44,679

	6 persons
	34,689
	39,463
	43,128
	43,396
	50,390

	7 persons
	38,620
	43,936
	48,017
	48,314
	56,102


Source:  Statistics Canada, Catalogue no. 75F0002M
The Low Income Measure (LIM) is equal to one-half of median adjusted family income.  Family income is first adjusted using an equivalence scale
 to take into account the number of people in the family sharing the income.  Once the threshold level of income is determined on a per person basis it is adjusted using the equivalence scale to account for family composition. The LIM is available at the national level only with no adjustment for cost-of-living differences by community size.  
Table 3:  Low Income Measures-Income before-tax (LIM-IBT), Canada, 2006

	 
	Number of children

	 
	0
	1
	2
	3
	4
	5

	
	
	
	Dollars
	
	
	

	1 adult
	      17,437 
	      24,412 
	      29,643 
	      34,874 
	      40,105 
	      45,336 

	2 adults
	      24,412 
	      29,643 
	      34,874 
	      40,105 
	      45,336 
	      50,567 

	3 adults
	      31,387 
	      36,618 
	      41,849 
	      47,080 
	      52,311 
	      57,542 

	4 adults
	      38,361 
	      43,593 
	      48,824 
	      54,055 
	      59,286 
	      64,517 


Source:  Statistics Canada, Catalogue no. 75F0002M

There is a third measure of low income available in Canada, but not in this analysis. The Market Basket Measure (MBM) is based on the cost of purchasing a basket of household goods and services. It is calculated for a reference family of two adults and two children, for the largest urban centres in Canada and numerous communities of different sizes. 

Each of these methods determines a level of income below which families would be considered to be in low income or economically disadvantaged.  For this analysis low income is on a before-tax basis to cancel out any effects of different tax treatment between family types. 
3.6
Data 
3.6.1
T1 Family File (T1FF)

The main data source for this analysis is individual income tax records.  In particular the T1 Family File (T1FF).  

The T1FF is a yearly cross-sectional file of all tax filers and their families.  Individual tax records are linked to form family units.  Various fields on the tax form (the T1) are used in the linkage process including the Social Insurance Number (SIN), address, marital status, gender, age, and surname.  Any tax filers who are not matched in the “family formation process” are designated ‘persons not in census families’ (see Table 1).
3.6.2
Longitudinal Administrative Data Bank (LAD)
The LAD is a random, 20% sample of the T1FF.  An individual is selected to be included in the LAD based on their social insurance number and once selected; they remain in the sample and are selected every year from the T1FF if they appear on the tax form for that year.  These individuals are linked across years by a unique identification number to create a longitudinal profile of each individual.  New tax filers are added each year so that the data bank consists of 20% of tax filers for every year.  The 20% sample represented almost 5 million tax filers in 2006, an increase of 54% from 1982 when the series began. The increase reflects an increase in the Canadian population and an increase in the incidence of tax filing over this period. (Statistics Canada 2008).
The LAD is organized into 4 levels of aggregation: the individual; spouse/parent; family and child(ren) levels.  The data bank contains information on demographics, income, and other taxation data at the different levels of aggregation from 1982-2006, with new years of data being added as the information becomes available. (Statistics Canada, 2008)
For this analysis the same family type categories were used for the same period, 2002-2006 as in the previous two parts using the T1FF.  However, since this is longitudinal analysis, for any variable, the condition for including a family had to be met in every year.  For example, families were only included as farm families if they reported gross farm income greater than zero in every year of the analysis; non-farm rural families had to have resided in a rural area for all five years and so on.  In addition, the farm families were classified into size groups based on the average gross farm income amount reported for all of the five year period.  The same criteria applied for families in low income: only families with 2002-2006 average total family income below the five year average low income threshold level were included.

4.
Results
Results of the analysis are presented in three parts.  Section 4.1 uses a broad definition of family that includes all families and person not in families. This broad definition of families provides a comparison of the economic well being of all Canadians in terms of income regardless of what type of family unit they lived in. This section also presents results for two low income measures used in Canada, the LIM and the LICO. Section 4.2 presents the results for a more narrow definition of family which is a couple family. This definition of family provides the most direct comparison of farm families with non-farm families living in rural and urban areas. Section 4.3 provides results for longitudinal data where family income amounts are an average for the five-year period 2002-2006. 
4.1
All Families and Individuals
4.1.1
Level of income

Figure 1 shows the annual average income of families by type.  In general the mean family income of farm families was higher than non-farm families in all years of the analysis.  On average families operating very large farms reported the highest total family income of all family types, but the income level fluctuated more ranging from $97,000 from 2002 to 2004 rising to $106,000 in 2005 before dropping to $76,000 in 2006 (Figure 1). The mean income of rural non-farm families was the lowest of all family types over this period.
Figure 1:  Annual Average Total family income, Canada,  2002 to 2006
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Table 5 compares the mean with the median of family income for 2002-2006.  Compared to the mean, the median income levels are lower and are within a narrower range for all family types.  The median income level of farm families was in the range of almost $50,000 for rural non-farm families to $56,000 for farm families operating a large farm.  
The difference between the mean and median is an indicator of the range of values within each family type category.  The much larger difference between the mean and median levels of income for families operating very large farms (Table 5) indicates that some very large farm families report very high levels of income relative to other families of the same type.
Table 5:  Mean and Median total family income, 2002 to 2006
	
	Average total family income, 2002-2006

	
	Mean ($)
	Median ($)
	Difference ($)

	Small farm
	             70,460 
	                51,100 
	                  19,360 

	Medium farm
	             65,140 
	                50,520 
	                  14,620 

	Large farm
	             74,540 
	                56,660 
	                  17,880 

	Very large farm
	             94,880 
	                54,840 
	                  40,040 

	Rural non-farm
	             49,960 
	                38,140 
	                  11,820 

	Urban non-farm
	             60,820 
	                42,960 
	                  17,860 


4.1.2
Distribution of Income by source and family type

The distribution of income by source and by family type at the mean and at the median is shown in Figures 2 and 3.  In Figure 2 farm families operating small farms earned, on average, all of their income from non-farm sources and reported negative income from farming.  Large and very large farm families both earned about one-third of family income from farm income
. Farm income accounts for about one-fifth of income on medium-sized farms.  
Figure 2:  Mean family income, 2002-2006
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At the median (Figure 3) income levels were similar across family types.  The relative shares of income by source did not change significantly at the median compare to the mean.  Small farms again earned all income from non-farm sources, reporting negative farm income and the highest income of all family types.  Farm income at the median as with the mean, represented about one-third of family income for families operating large and very large farms and about one-fifth for families on medium-sized farms.
Figure 3:  Median family income, 2002-2006
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4.1.3.
Families and persons in low income
Table 6 shows the percentage of farm and non-farm families with before-tax income below the Low Income Measure (LIM-IBT).  In general, a smaller percentage of farm families (15.5%) had low income compared to non-farm families (21.7%) over the period of analysis.  
Also worth noting in Table 6 is the relatively high incidence of low income for families on very large farms (25.1%) compared to other farm families (17.5% for families on large farms, 18.6% for families with medium-sized farms) over the 2002-2006 period.  The explanation for this could be that the very large farms are more specialized resulting in greater vulnerability to downturns in markets for the agricultural commodities they produce.  For example cattle farms have low margins so sales have to be high to generate an adequate return for a full time operation.
Table 6: Percentage of Families* with income below the LIM-IBT, Canada, 2002-2006, 
	
	2002
	2003
	2004
	2005
	2006
	2002-2006

	Small Farm
	14.5
	15.6
	15.5
	14.1
	12.3
	14.4

	Medium Farm
	16.9
	18.3
	19.7
	18.7
	19.6
	18.6

	Large Farm
	16.0
	17.4
	17.6
	17.3
	19.0
	17.5

	Very Large Farm
	16.7
	16.9
	19.8
	18.0
	39.9
	25.1

	All Farm Families
	15.0
	16.1
	16.2
	15.0
	15.1
	15.5

	Rural Non-Farm
	23.0
	22.5
	23.3
	22.6
	22.0
	22.7

	Urban Non-Farm
	21.4
	21.5
	22.1
	21.7
	21.3
	21.6

	All Families
	21.5
	21.5
	22.2
	21.7
	21.3
	21.7


*All families and persons not in census families
Source:  Statistics Canada, T1 Family File 
Table 7 shows the percentage of families with income below LICO-IBT.  Using the LICO-IBT measure of low income, the incidence of low income for farm families was 12.1% compared to 28.8% for non-farm families.  Using the LICO-IBT, the percentage of families in low income was highest for urban non-farm families (30%) indicating a higher cost-of-living in urban areas which is taken into account in the LICO measure of low income.

Table 7:  Percentage of families with income below LICO-IBT, Canada

	
	2002
	2003
	2004
	2005
	2006
	2002-2006

	Small Farm
	      11.6 
	12.9
	12.1
	10.8
	9.4
	11.4

	Medium Farm
	      12.5 
	14.5
	14.6
	13.9
	15.2
	14.1

	Large Farm
	      11.6 
	13.5
	13.1
	12.8
	14.9
	13.2

	Very Large Farm
	      13.3 
	13.5
	14.8
	13.7
	29.0
	18.8

	All Farm Families
	      11.7 
	13.2
	12.5
	11.4
	11.5
	12.1

	Rural Non-Farm
	      27.8 
	27.7
	27.1
	26.4
	25.0
	26.8

	Urban Non-Farm
	      30.3 
	30.7
	30.4
	29.8
	29.0
	30.0

	All Families
	29.2
	29.5
	29.1
	28.6
	27.6
	28.8


* All census families and persons not in census families
4.2
Couple families
This section focuses on couple families (excludes persons not in census families and lone-parent families).  As shown in Table 8, couple families account for eighty per cent of all farm families compared to just over fifty per cent for non-farm families.  Comparing farm couple families with non-farm couple families compares families with a similar composition and removes the influence of relatively low income levels of  individuals and lone parent families. 
Table 8:  Couple families as a % of all families and persons not in families, Canada

	
	2002
	2003
	2004
	2005
	2006
	2002-2006

	Small-Farm
	         78.4 
	         78.1 
	         78.1 
	         77.7 
	         77.3 
	                     77.9 

	Medium-Farm
	         87.5 
	         86.8 
	         86.7 
	         86.0 
	         85.4 
	                     86.5 

	Large-Farm
	         90.2 
	         89.7 
	         89.7 
	         89.3 
	         88.8 
	                     89.5 

	Very Large-Farm
	         90.6 
	         89.1 
	         89.6 
	         89.5 
	         80.2 
	                     86.6 

	All Farm Families
	         80.7 
	         80.2 
	         80.1 
	         79.7 
	         79.1 
	                     80.0 

	Rural Non-Farm
	         56.6 
	         56.1 
	         56.1 
	         55.5 
	         55.7 
	                     56.0 

	Urban Non-Farm
	         53.2 
	         52.7 
	         53.1 
	         52.4 
	         52.8 
	                     52.8 

	All Families
	         53.2 
	         52.7 
	         53.0 
	         52.4 
	         52.7 
	                     52.8 


4.2.1
Level of Income – Couple families
In general, focusing only on couple families resulted in higher income levels for all family types, but for urban non-farm families in particular, compared to the income levels observed in the previous section (for all families and individuals not in families (Section 4.1)). Family income for couple families was generally higher for urban non-farm families compared to farm families.
On average, income levels were highest for families operating very large farms and non-farm families in urban areas (Figure 5).  Very large farm family income fluctuated within the three years 2004 to 2006.  Small farms and large farms had similar levels of income in most of the years as did non-farm families in rural areas and families operating medium sized farms.
Figure 5:  Mean family income of couple families, by family type, Canada, 2002-2006
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Table 9 compares the mean and median income levels for couple families in the 2002-2006 period. At the median, families operating medium-sized farms and rural non-farm families reported the lowest and similar levels of income.  
The difference between the mean and median was higher for couple families operating a very large farm indicating some of these families earned high levels of income.  The difference between the mean and median was also high for couple families operating small farms relative to the other couple family types again indicating a skewed distribution of income for these families.
Table 9:  Mean and Median Income of couple families, by family type, Canada, 2002-2006 
	
	Mean
	Median
	Difference

	Small-Farm
	         78,640 
	         58,580 
	             20,060 

	Medium-Farm
	         68,100 
	         53,580 
	             14,520 

	Large-Farm
	         76,660 
	         59,060 
	             17,600 

	Very Large-Farm
	         98,080 
	         57,440 
	             40,640 

	Rural Non-Farm
	         67,320 
	         56,840 
	             10,480 

	Urban Non-Farm
	         85,540 
	         68,000 
	             17,540 


4.2.2
Income by Source – Couple families
On average, couple families operating large or very large farms earned close to one-third of total family income from the farm. The addition of non-farm income for very large farms results in relatively high family income overall.  Medium-sized farms and rural non-farm families reported similar levels of income and families operating a medium-sized farm reported a smaller share of total family income from the farm compared to large and very large farm families.
Figure 6:  Mean family income, by source, by type of family, Canada, 2002-2006
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At the median shown in Figure 7,  couple families operating a medium, large or very large farm reported similar levels of income.  This income level was lower than for non-farm and small farm families who earned all of their income from non-farm sources. 
Figure 7:  Median family income, by source, by type of family, Canada, 2002-2006
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4.2.3
Incidence of Low Income for Couple families
Table 10:  Incidence of low income using LIM-IBT

	
	2002
	2003
	2004
	2005
	2006
	2002-2006

	Small-Farm
	  12.3 
	  13.2 
	  13.0 
	  11.6 
	    9.6 
	          12.0 

	Medium-Farm
	  16.2 
	  17.5 
	  18.7 
	  17.3 
	  18.3 
	          17.5 

	Large-Farm
	  15.8 
	  16.9 
	  17.0 
	  16.6 
	  18.2 
	          16.9 

	Very Large-Farm
	  16.6 
	  16.4 
	  19.5 
	  17.3 
	  37.5 
	          23.6 

	All Farm Families
	  13.2 
	  14.1 
	  14.2 
	  12.9 
	  12.8 
	          13.5 

	Rural Non-Farm
	  11.1 
	  10.7 
	  11.0 
	    9.9 
	    9.9 
	          10.5 

	Urban Non-Farm
	  10.9 
	  10.9 
	  11.3 
	  10.2 
	  10.7 
	          10.8 


Table 10 shows that the incidence of low income of couple families is higher for families operating a medium, large or very large farm (17.5%, 16.9% and 23.6% respectively) compared to non-farm families in rural and urban areas (10.5% and 10.8% respectively) throughout the period of analysis.  The percentage of families in low income was lower for couple families operating small farms (12%) compared to families operating larger farms which may be related to these families earning all of their income from non-farm sources.
4.3
Longitudinal – Couple families
This section presents the results using longitudinal data.  As explained previously, conditions for defining a family as a farm family must hold in all five years of the analysis. All income variables are for couple families only and are averaged over the 2002-2006 period.  This has the effect of smoothing out the annual highs and lows in income levels. 
4.3.1
Incidence of Low Income
Table 11 shows the number and percentage of families in low income using the LIM-IBT.  Using the longitudinal data the incidence of low income was again noticeably higher for families operating a very large farm and for rural non-farm families compared to the other family types. The higher incidence of low income for very large farm families may be attributable to the steep income drop experienced by these families in 2006.
Table 11-  Incidence of Low Income, by family type, Couple families, Canada, 2002-2006
	
	# of Census Couple Families with income below LIM-IBT
	% of Census Couple Families with income below LIM-IBT

	Small Farm
	                  8,910 
	          12.8 

	Medium Farm
	                  3,225 
	          15.8 

	Large Farm
	                  1,365 
	          14.8 

	Very Large Farm
	                     700 
	          19.0 

	All Farm Families
	                14,200 
	          13.8 

	Rural Non-Farm
	                97,495 
	          10.4 

	Urban Non-Farm
	               321,655 
	            7.6 

	All Families
	               433,350 
	            8.2 


Source: Statistics Canada, Longitudinal Administrative Data Bank (LAD)

4.4
Comparison of incidence of low income
Table 12 provides a comparison by family type of the incidence of low income by data source, family composition group and low income method.  The first two columns using the same source and same family composition group allows low income methods to be compared.  The difference in the low income rate between these two may be attributed to the fact that the LICO-IBT takes into account cost of living differences between rural and urban areas.  A lower cost of living in rural areas where the majority of farm families reside results in a smaller percentage of farm families with income below the LICO-IBT when compared to the LIM-IBT.  Using the LICO-IBT also results in a larger percentage of families with low income for urban non-farm families relative to rural non-farm families.  The fact that the LICO-IBT takes into account the higher cost-of-living in urban areas may account for this difference.
The third column is for couple families only. The incidence of low income for non-farm couple families is lower compared to farm couple families; it is also lower compared to the low income rate shown in column 1 with the same data source and measure of low income but different family composition.  
The last column shows the low income rate using longitudinal data for couple families.  Overall, the incidence of low income is higher for farm couple families (13.8%) compared to non-farm couple families (8.2%).  The incidence of low income using annual data versus longitudinal data for couple families and the LIM-IBT measure of low income (comparing columns three and four in table 12) shows that using the longitudinal data source results in a smaller percentage of families in low income.  The percentage is slightly higher using longitudinal data (13.8%) compared to the annual data (13.5%).  However, within farm family types the percentage of families in low income using longitudinal data is lower for families operating medium, large and very large farms compared to annual data. 
Table 12:  Numbers of census families and census families in low income, by population grouping and data source, average 2002-2006
	Data Source
	T1-Family File
 Average 2002-2006
	LAD - Average 2002-2006

	Family composition
	All families and persons
	All families and persons
	Couple families only
	Couple families only

	Low Income Method
	Percentage with income below LIM-IBT
	Percentage with income below LICO-IBT
	Percentage with income below LIM-IBT
	Percentage with income below LIM-IBT

	Small-Farm
	14.4
	11.4
	12.0
	 12.8

	Medium-Farm
	18.6
	11.6
	17.5
	15.8

	Large-Farm
	17.5
	13.2
	16.9
	14.8

	Very large-Farm
	25.1
	18.8
	23.6
	19.0

	All Farm Families
	15.5
	12.1
	13.5
	       13.8 

	Rural-Non-Farm
	22.7
	26.8
	10.5
	10.4

	Urban-Non-Farm
	21.6
	30.0
	10.8
	7.6

	All Families
	21.7
	28.8
	10.8
	8.2


5.
Summary and Conclusions
Summary and Conclusions
The paper illustrates some of the complexities of comparing income levels between different types of families and for farm, rural and urban families. The type of family varies significantly between family, rural and urban areas. The incidence of low income is more predominant in individual and lone parent families which tend to live in urban areas and are underrepresented in operating farms. The selection of what type of family is included in the analysis has a major impact on the results. A comparison of couple only families provides the most direct comparison between the incomes of farm families and rural and urban families.
The analysis also illustrated the importance of examining the distribution of income. As shown by the differences in the mean and median the distribution of income for families operating a very large farm is not normal. Rural non farm families had the smallest difference between mean and median. Families operating very large farms had the largest difference between mean and median. The median very large farm families report income levels similar to other farm families but the average was significantly higher.
The paper also illustrates how the measurement of low income can be influenced by the type of low income measure used.  The analysis used a relative measure which is LIM and the LICO which accounts for differences in living costs. The low income rate for farm families was lower using the LICO compared to the LIM maybe because the LICO takes into account cost of living differences by community size and between rural and urban areas.  
Finally, the data source is important.  Annual data show trends and can indicate the impact of abnormal years (2006 for very large farm families, for example).  Longitudinal data averaged over five years would not show which years were abnormal, but would smooth out annual peaks and troughs in income levels. Using longitudinal data the percent of families that reported low income operating large and very large farms was lower with longitudinal data compared to annual data. The longitudinal analysis which is based on five years takes into account high income years as well as low income years. This can particularly useful in families that have significant fluctuations in income.
Glossary

Census Family:  Refers to a married couple (with or without children of either or both spouses), a couple living common-law (with or without children of either or both partners) or a lone parent of any marital status, with at least one child living in the same dwelling. A couple may be of opposite or same sex. 'Children' in a census family include grandchildren living with their grandparent(s) but with no parents present.

The Statistical Area Classification (SAC) groups census subdivisions according to whether they are a component of a census metropolitan area, a census agglomeration, a census metropolitan area and census agglomeration influenced zone (strong MIZ, moderate MIZ, weak MIZ or no MIZ), or the territories (Yukon Territory, Northwest Territories and Nunavut). The SAC is used for data dissemination purposes

Census subdivision (CSD):  Area that is a municipality or an area that is deemed to be equivalent to a municipality for statistical reporting purposes (e.g., as an Indian reserve or an unorganized territory). Municipal status is defined by laws in effect in each province and territory in Canada.

Census Metropolitan Area (CMA) and Census Agglomeration (CA): Area consisting of one or more neighbouring municipalities situated around a major urban core. A census metropolitan area must have a total population of at least 100,000 of which 50,000 or more live in the urban core. A census agglomeration must have an urban core population of at least 10,000.

Census metropolitan area and census agglomeration influenced zones (MIZ):  Category assigned to a municipality not included in either a census metropolitan area (CMA) or a census agglomeration (CA). A municipality is assigned to one of four categories depending on the percentage of its resident employed labour force who commute to work in the urban core of any census metropolitan area or census agglomeration.

1. Strong MIZ: at least 30% of the municipality's resident employed labour force commute to work in any CMA or CA. 

2. Moderate MIZ: at least 5%, but less than 30% of the municipality's resident employed labour force commute to work in any CMA or CA. 

3. Weak MIZ: more than 0%, but less than 5% of the municipality's resident employed labour force commute to work in any CMA or CA. 

4. No MIZ: fewer than 40 or none of the municipality's resident employed labour force commute to work in any CMA or CA

Census tracts (CTs) are small, relatively stable geographic areas that usually have a population of 2,500 to 8,000. They are located in census metropolitan areas and in census agglomerations with an urban core population of 50,000 or more in the previous census. 

A committee of local specialists (for example, planners, health and social workers, and educators) initially delineates census tracts in conjunction with Statistics Canada. Once a census metropolitan area (CMA) or census agglomeration (CA) has been subdivided into census tracts, the census tracts are maintained even if the urban core population subsequently declines below 50,000. 
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�  A Census family is defined as a married couple and the children, if any, of either or both spouses; a couple living common law and the children, if any, of either or both partners; or, a lone parent of any marital status with at least one child living in the same dwelling and that child or those children. All members of a particular census family live in the same dwelling. A couple may be of opposite or same sex. Children may be children by birth, marriage or adoption regardless of their age or marital status as long as they live in the dwelling and do not have their own spouse or child living in the dwelling. (Statistics Canada 2009)





� The SAC groups census subdivisions (CSD) according to whether they are a component of a census metropolitan area, a census agglomeration, a census metropolitan area and census agglomeration influenced zone (strong Metropolitan Influenced Zone (MIZ), moderate MIZ, weak MIZ or no MIZ), or the territories (Yukon, Northwest Territories and Nunavut.  





� Both tracted and non-tracted CAs is included in urban areas.  CAs are subdivided into tracts if the core CSD falls below 50,000 people





�  Statistics Canada, Family Expenditure Survey, 1992.


�  The equivalence scale assigns a factor of 1 for the oldest individual in the family, 0.4 for the second oldest in the family regardless of age; 0.4 for each additional adult and 0.3 for each additional child.





�  The non-farm income amount includes wages and salaries earned on the farm by spouses and children.





20 of 23 

