
ECONOMIC 
NOTES

The collection of income tax involves substantial 
administrative costs, especially in Quebec, 
which is the only province that requires a separ-
ate tax return. In 2011, these costs amounted to 
$627 million for Revenue Quebec and $4.6 bil-
lion for the Canada Revenue Agency.1

To simplify procedures, some propose that the gov-
ernment pre-fill tax returns instead of taxpayers,2 a 
system that is in place in several industrialized coun-
tries. Insofar as filling out one’s tax return is a com-
plex, thankless task for many people, the goal is to 
make the experience less costly and less of a hassle. 
But we should also expect this system to have 
adverse effects.

As Jean-Baptiste Colbert, Comptroller-General of 
Finances under King Louis XIV, is believed to have 
said, “The art of taxation consists of plucking the 
goose so as to obtain the most feathers with the 
least possible amount of squawking.” While it is in 
the interest of government to make the collection of 
taxes as painless as possible, it is not necessarily in 
the interests of taxpayers to leave it almost entirely 
up to government to fill out their tax returns on their 
behalf.

UNCERTAIN BENEFITS FOR TAXPAYERS
The pre-filling of tax returns consists of the govern-
ment filling out some or all of the boxes on elec-
tronic or paper tax returns using the information it 
has at its disposal. This supposes that it makes 
effective use of the information that certain of its 
agencies already have, that it obtains what it is  
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missing, and that it correctly analyzes the situation so 
that each person receives the tax credits to which he 
or she is entitled. In some countries, the collection of 
information is done in conjunction with tax deduc-
tion at source, while in others, the government itself 
calculates the amount of income tax to be paid. A 
federal program does so in Canada as of this year on 
a voluntary basis for low-income taxpayers.3

For example, the British government calculates the 
sums due, which are deducted directly from income 
at source. Since 1997, it is possible for British taxpay-
ers to fill out their tax returns themselves if their tax 
situation is complex. Around a third of them take 
advantage of this option, which shows that it is diffi-
cult for government to know each taxpayer’s 
situation.4
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A 2008 parliamentary report assessed this 
system and noted the extent to which it had 
introduced a feeling of concern among tax-
payers, who no longer dared to challenge 
the government’s calculations. As one 
might expect, the government devotes 
more resources to resolving problems related 
to the undervaluation of taxes than to prob-
lems of overvaluation.5

What happened in the United Kingdom could 
very well happen here: Revenue Quebec 
does not hesitate to use all the means at its 
disposal to collect the money it is owed.6 The 
government would put itself in a position of 
conflict of interest insofar as its goal is to col-
lect as much income tax as possible, whereas 
taxpayers would like to pay less.

Furthermore, there’s no proof that pre-filling 
significantly reduces taxpayers’ cost to file 
their returns or that it significantly reduces the 
risk of errors, as shown by foreign experience 
(see Table 1).

Nor is it any more obvious that time would be 
saved. It is likely that taxpayers with relatively 
simple situations would save time. The rest 
will still have to check and see if the govern-
ment is taking into account all the deductions 
they are allowed, whether with the help of an 
accountant or a software program, as is the 
case for example in Australia.7

Numerous factors explain the amount of time that 
taxpayers have to spend to fill out their income tax 
returns, and pre-filling does not seem to play a deci-
sive role (see Table 2). In many countries that pre-fill 
returns, taxpayers spend more time on them than in 
Canada, where it amounts to less than one hour on 
average.

Pre-filling can also entail additional costs because 
taxpayers tend to mechanically sign the tax return 
produced by the government, even if it includes 
errors that go against their interests, as the example 
of the United Kingdom shows.8

INCREASED ADMINISTRATIVE COSTS
To implement a pre-filled system based on third par-
ties, the revenue agency would have to require 
employers, banks, and charitable organizations that 

receive donations to provide it with information. 
Administrative costs would therefore go up for these 
companies and organizations, which would be trans-
formed into government subcontractors on fiscal 
matters.9 Judging by the British experience, costs 
would be higher for small businesses.10

This increase in administrative costs would be all the 
more harmful for Canadian or Quebec companies 
given that their relative competitiveness has fallen 
since the recent lowering of administrative costs for 
American companies.11

One might think on the other hand that government 
costs would fall thanks to simplification, which would 
lead, in theory, to fewer errors, less time spent by the 
tax authority to settle disputes, and a greater cap-
acity to check the veracity of each taxpayer’s situa-
tion. This is doubtful. The government needs 
additional resources to collect data from third par-
ties, calculate taxpayers’ incomes, transmit them, 
and then store the data.

Moreover, a necessary condition of the viability of a 
pre-filled tax return system is the simplicity of a coun-
try’s tax system, which is to say the low number of 
deductions, tax credits, and discretionary practices.12 
The countries of Northern Europe were the first to 
adopt this kind of tax return, as their tax system is 

Employees would have to reveal more 
information about their private lives to 
their employers, since this is required to 
claim certain tax credits.

Table 1

The effects of pre-filling tax returns

 
Sources: See endnotes 4, 5, 9, 16, 17, 18, and 19.

Country Date 
implemented System Complications

United 
Kingdom 1944

System of tax 
deduction at 
source where 
the sums due 
are calculated by 
the tax collector

• Around 15% of errors in the 
calculation of amounts by the 
government 
• Costly burden for third parties, 
including for small businesses

Australia 2006

Pre-filling 
of certain 
information 
at the end of 
the fiscal year 
for those who 
choose electronic 
filing

• Taxpayers still rely on 
accounting firms to verify income 
taxes to be paid 
• No savings for taxpayers 
• No significant cost reductions 
for the government

France 2006

Pre-filling 
of certain 
information

• Numerous errors in the 
calculation of income tax to be 
paid 
• Computer bugs 

Denmark 1988

Pre-filling a 
large amount of 
information 
based on third 
parties

• Substantial cost for a large 
number of third parties, including 
employers
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simpler than that of the United States or 
Canada, where there are many tax credits.13

If Canada copied the situation of countries 
where tax returns must be entirely filled out 
by the government, like Spain, Denmark, 
Italy, Greece, and Norway, employees 
would have to reveal more information 
about their private lives to their employers, 
since this is required to claim certain tax 
credits. This could include information that 
many people would prefer to keep confiden-
tial, like contributions to political parties or 
medical fees.

In California, a pilot project involving a few 
tens of thousands of taxpayers resulted in a 
small net cost for the government, which was 
unable to recoup in additional tax revenue 
the costs associated with pre-filling.14 The 
experiment carried out by Revenue Quebec 
in 2008 to test pre-filled tax returns with a popula-
tion of 100,000 taxpayers in a simple situation cost 
$2 million. Only 30% of people contacted used the 
pre-filled forms.15 The government did not follow 
up on this pilot project.

With people everywhere changing jobs more and 
more regularly, holding down multiple jobs, or earn-
ing self-employment income on top of a regular job, 
their tax situations are increasingly complex. This 
evolution of the labour market is also increasing the 
costs of the tax systems in Northern Europe.16

INCREASED RISK OF ERRORS
In several countries where the government calcu-
lates the amount of income tax to be paid, major 
bungling has been observed. For example, in 2010, 
an error by the British government led to nearly 
6 million taxpayers’ income taxes being incorrectly 
calculated, out of a total of some 40 million taxpay-
ers. As a result, 1.4 million of them received a letter 
from the government asking them for money, while 
4.3 million of them received reimbursements due to 
overpayment.17

Cases of computer bugs in countries with complex 
tax systems, like Australia or France, have also been 
noted.18 In the French case, pre-filled tax returns were 
adopted in 2006; one quarter of tax returns included 
an error the first year, and in 2018, 500,000 returns 
had undervalued the amount of tax to be paid. They 
had to be modified by the taxpayers themselves.19

Canada’s recent experience in another file is not 
reassuring. The implementation of the Phoenix pay 
system for federal government employees has given 
rise to a comedy of errors. Hundreds of thousands of 
transactions with government employees were 
treated late, with some employees going months 
without receiving a paycheque. In general, Ottawa 
estimates that “half of civil servants are dealing with 
some sort of pay problem.”20 The unanticipated 
costs to get this pay system in order total $2.2 billion 
over seven years.21 It is therefore legitimate to doubt 
the government’s ability to manage an infinitely more 
complex tax collection system across the country.

In a self-reporting system, freedom of choice and 
competition between thousands of professionals or 
between different accounting software programs 
allow taxpayers to claim the tax credits they are 
entitled to and calculate, at a lower cost, the exact 
amount of income tax to be paid. This also limits the 
seriousness of errors, since an error committed on 
one tax return does not affect millions of taxpayers.

Moreover, whether it is taxpayers themselves or their 
accountants who fill out tax returns, they have 
greater financial incentives to adopt secure and 
effective practices in terms of data protection, by 
constantly adapting to the new risks they face. If the 
government took over the responsibility of filling out 
tax returns, these incentives would disappear.

REMOVING CITIZENS’ SENSE OF 
RESPONSIBILITY
Consent to taxation has been a part of the democratic 
tradition of Western countries for centuries.22 For 
there to be enlightened consent, taxpayers must be 
aware of the information that concerns them.23 With 
a pre-filled tax return, taxpayers risk no longer being 

The implementation of the Phoenix pay 
system for federal government employees 
has given rise to a comedy of errors.

Table 2

Average time spent by taxpayers filling out their 
tax returns, select OECD countries

 
Source: Deloitte, “Global comparative study of the personal income tax return process,” May 2017.

< 1 hour 1 to 2 hours 2 to 5 hours > 5 hours

Countries 
with a pre-
filled tax 
return policy

Denmark, 
Finland, 
Greece, 
Norway, 
Portugal, 
Sweden

Belgium, 
Spain, France, 
Italy, 
Netherlands, 
Poland, 
Turkey, United 
Kingdom

Germany, 
Australia, 
Japan, 
Mexico, 
Switzerland

Austria

Countries 
without a 
pre-filled tax 
return policy

Canada Luxembourg United States South Korea



The MEI is an independent public policy think tank. Through its publications and media appearances, the MEI stimulates debate on public policies in Quebec and 
across Canada by proposing reforms based on market principles and entrepreneurship. It does not accept any government funding. The opinions expressed in this 
study do not necessarily represent those of the Montreal Economic Institute or of the members of its board of directors. The publication of this study in no way 
implies that the Montreal Economic Institute or the members of its board of directors are in favour of or oppose the passage of any bill. Reproduction is authorized 
for non-commercial educational purposes provided the source is mentioned. Montreal Economic Institute © 2018

Montreal Economic Institute   910 Peel Street, Suite 600, Montreal QC  H3C 2H8  -  T  514.273.0969   F  514.273.2581   iedm.org

4 Montreal Economic Institute 

Should the Government Pre-Fill Your Tax Return?

able to correctly assess their contribution, and as a 
result, paying less attention to the evolution of the 
fiscal policies that concern them.24

Such a system also reinforces the fiscal illusion, which 
is to say, the tendency of taxpayers to underestimate 
the taxes they pay compared to the services pro-
vided by the government.25 Already, this evaluation 
is not easy to make; if, in addition, we no longer 
make an effort to look into the question once a year 
by filling out our tax returns, we will be even less 
aware of it.

Democracy necessitates transparency in taxation.26 
The presence of well-informed citizens is one of the 
best ways to ensure that they participate more act-
ively in the public debate and have a better under-
standing of fiscal and economic issues. In the system 
that prevails in Canada, the need to fill out tax 
returns means that citizens at least have an oppor-
tunity once a year to sit down and think about public 
finances and the contribution that they must provide. 
Pre-filled income tax returns would, on the contrary, 
remove taxpayers’ sense of responsibility.

CONCLUSION
A healthy democracy needs its citizens to be able to 
keep the government accountable and understand 
the taxes they are asked to pay. International experi-
ence has shown that pre-filled tax returns did not 
necessarily reduce costs for taxpayers, increased 
them for businesses and the government, and also 
caused several adverse economic and societal 
effects.

The goal of reducing the costs of tax compliance, 
sought by partisans of pre-filled tax returns, is a laud-
able one. There is, however, a less expensive, less 
risky, and more equitable way of achieving it: 
Simplify the tax system as a whole.
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Taxpayers have greater financial 
incentives to adopt secure and effective 
practices in terms of data protection.


