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I. INTRODUCTION

°

Small Business has become a focal point of government and
private sector interests in recent vyears. There are
small business advocacy groups in most western countries;
in Canada, Great Britain, and - - the United States, at

least, entire government offices are devoted to the

concerns of small business. Yet despite a plethora .of
programs intended to aid and encourage this sector of the
business community, and a high level of interest in the
subject, the small business segment of the economy
remains only vaguely defined. Estimates of the number of
such firms range from 200,000 to over a million
entities.

The Small Business Financing Review, charged with the
task of assessing the effectiveness of federal government
programs providing financing aid to small business,
realized that as a starting point a detailed profile of
the small business community was required. While "New
Statistics on Small Business in Canada", a publication of
the Small Business Secretariat, represented a significant
improvement in the information available on this
population, the neced for a detailed information base that
was computer .accessible was felt to be essential o rthe
Review.

The availability (subject, of course, to confidentiality
restrictions) from Statistics Canada of unincorporated
and incorporated taxation data, offered the hope of
constructing a detailed and reasonably complete picture
of the small business universe, which would not only be
of use to the Review, but would be of considerable
interest in its own right, and of value to other
rescarchers. The result is the present study.

The first problem encountered by any such study as this
one is the definition of "small business". The

literature and government programs abound with |

definitions, some in terms of sales, others in number of
employees, market share, value added, or some other
measure. Most are arbitrary, and although we have tried
to minimize the arbitrariness, ours is no exception. The
approach, outlined in Section III, relies more on the
structure of the economy in which small husiness operates
rather than on a preconceived measure of "small".

The object of the study was to delineate, insofar as the
data permits, the ways in which firms differ, and the
ways in which they are similar. This, it was believed,
is the starting point in the analysis of aid policies and
programs for small business since only with this
information is it possible to predict the contribution of
such policies to the government's economic objectives.




The profile presented here derives much of its character
and its limitations, from the data from which it was
constructed, the principal sources of which were ' the
"T-2" taxation file for incorporated firms, and the "T-1"
file for unincorporated firms. Only one variable, £irm
sales, 1is common to both these files, and this 1is what
must be used for constructing size distributions of all

firms. The T-2 file contains some 1limited €£inancial
information, and so our analysis of £financial structure
is perforce limited to <corporations. Confidentiality

- rules imposed further compromises and second best
solutions, which will be noted where appropriate.

Outline of the Paper

The next section presents the principal observations and
conclusions of the study. The basis of these statements
1s given in the remaining text. Section III provides the

framework for the study. Here the definition of
Independent Canadian controlled small and medium business
is developed. The application of this £framework to

1977/78 data may be found in Section IV. Starting with a
population of about 1.1 million business entities, a
relevant population of about 528,000 firms is identified.
These firms are stratified into four groups that are
essentially 1identical to the ones defined in the
framework., Confidentiality considerations necessitated
some compromises in detail,

The incidence and size distribution of self-employment
and independent firms is examined by sector of
concentration - where they congregate, or where they
account for a significant portion of sector sales. In
Section V, the notion of "normal" and "transition" firms
is introduced, and quantified. By defining a population
of normal firms, financial ratio analysis can be done
with some confidence (Section VI).

Ten Appendices £follow. Some explore aspects briefly
discussed in the main text, while others present the
complete tables previously illustrated by selected
industries. The first two appendices examine the firms
qualifying for government loan programs to assist small
business, and the average loan size, interest burden and
debt structure of "normal"™ firms.




II. PRINCIPAL OBSERVATIONS AND CONCLUSIONS

1. The population of relevance to financing issues
consists of 528,575 business entities. 0f these, . the

largest 1100 corporations in Canada, their affiliates and
resident foreign firms account for 58% of total sales.:

The remaining entities (520,000) constitute the small
business community. Within this community are 225,000
Canadian owned, independent firms with annual sales in
excess of $100,000 but less than 330 million. This group
of firms accounts for 39% of total sales. The second
cluster of small  Dbusinesses consists of 295,000
"self-employment" firms which have annual sales of less
than $100,000 and which account for 3% of total sales.

2. The distribution of firm size is very skewed, with
many small firms and few large ones. 0f the 528,535
firms in the SBFR universe, three-quarters had annual
sales (in 1977/78) of less than $200,000; these firms
account for about six and one-half percent of total
sales. When large firms are removed from the universe,
the skewness is not noticeably reduced. 0f the "small
and medium sized firms", most are very small, and the
relatively few larger firms account for most of . a
sector's sales. . . g

3. Sixty-five percent of the 225 thousand Independent
Canadian 'controlled small and medium businesses are found
in Jjust 14 sectors. These are primarily "service"
oriented in nature, generally, providing products for
local markets. Included in this list are; Special Trade
Contractors; Food Stores; Gasoline Service Stations;
Motor Vehicle Dealers; Truck Transport, Generdl
Merchandise Store; Hotels, Motels and Restaurants. None
.0f these industries are 1likely sources of research and
development, and, except for the tourism industries, none
are export intensive.

4. A similar story is true for the self-employment
firms. With over 72% found in 16 sectors, they are even
more local market, service oriented than the
independents. There is, however, considerable overlap in

the two groups; 55% of the self-employment and"

independent firms operate in just 9 industries.

5. Using limited balance sheet data, it was possible to
separate "normal" firms from those in a state of
transition: these were defined as firms which were
entering, exiting, or appeared as turn-arounds. By
removing these firms, financial relationships could be
estimated for the core of "normal" firms. About 75% of
the incorporated independent and self-employment firms
were determined as normal. . :

6. An examination of financial ratios and other
relationships, in small and medium-sized independent

firms, has turned up no evidence that the smaller firms.

differ significantly in structure or performance from
larger firms in the same industry. In particular, within

an industry, no systematic tendency was found for small

firms to be more or less profitable, more or less
indebted, or to generate more or less sales from a dollar
of assets. A very few industries were exceptions to this
rule.
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7. Very few of the self-employment:-and independent firms
are excluded from qualifying for a Small Business Loans
Act loan. Since 1978, the number of loans issued under
the program has grown at a rate of 50% per year; it is
conceivable that all loans meeting program criteria will
be eventually made under the SBLA.

8. Most of the incorporated Independent, Canadian
controlled small and medium businesses potentially
qualify for the Small Business Tax Credit. However, in
all industries studied, a large percentage of firms
(usually 40% to 60%) do not have any taxable income, and
thus cannot benefit from the reduced tax rate implicit in
the program.

9., Any firm which qualified for the Small Business Tax
Credit prior to December 31, 1981 would also qualify for
a Small Businesses Development Bond if the loan request
were for the appropriate reason. Again, this was
virtually the entire "Independent" population studied.

10. An examination of the interest burden of incorporated
firms shows that a large percentage of firms reported no
interest payments at all in 1977. Of the smallest size
class (sales less than $100,00) 55% of firms paid no
interest. For those that did pay interest, the interest
burden (as a percent of total expenses) was somewhat
higher then for larger firms paying interest. Smaller
firms, however, did not appear to be more exposed to
interest rate shifts than larger firms.




III. ‘THE'BUSINESS UNIVERSE: A FRAMEWORK FOR ANALYSIS

The Small Business Financing Review (SBFR) was primarily
concerned with 1isolating a population of firms at which
small business <financing measures are usually directed.
Thus many groups of. firms, while important in their own
right, were excluded from the business population. These
included farmers, fishermen, self-employed professionals,
commission salesmen, financial institutions, welfare and

non-profit organizations, investment and holding companies,

real estate operators, and government enterprises,

Farmers and fishermen, for example, are groups whose

.financing and other needs are the subject of~specialized

‘programs. Government owned enterprises, welfare and other
non-profit  organizations can " also be excluded on the
grounds that financing needs are met in a manner which
differs ‘from that of ordinary business. Similar
considerations were applied to commission salesmen and
self-employed professional people.

‘'The residual group of firms defines the SBFR universe. It
does not, however, define small business. Chart 1 presents
the stratification of the SBFR universe into four types of
businesses. Industry classification and legal status
(incorporated or unincorporated) are, for the moment,
irrelevent.

‘Chart 1 -

A Conceptual Array of the “Business" Universe

" Self-employment "Independent" Foreign Large
firms . Canadian owned Scale
) Controlled © firms Enter-
small and prises and
. medium their
L ‘businesses ' . Affiliates

Y

The objective was to classify the population into clusters,
with the "Independent Canadian Controlled small and medium
businesses" being the group of most interest to. the Review.
Note, too, that the size of the firm at this Jjuncture is
secondary and not explicitly defined.

The fatibnale for grouping the business population as
depicted in Chart 1 follows.
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Conceptual Categories in the Business Universe

Large Scale Enterprises

In the business universe there are a number of firms with
linked ownership, and more importantly a management and
control process that operates the entire enterprise as a
unified business entity. Thus, it is common to think in
terms of the "Canadian Pacific Group" or the "Molson Group"
as  being the business  enterprise, and to regard the
individual, legally incorporated firms within that group as
sub-units of the whole. 1In fact, the existence of legally
‘separate firms within an enterprise is. likely an artifact
resulting from the processes. by which the entity was
created (frequently a series of acquisitions over time) or
of © management decisions regarding taxation or the
desirability of isolating certain 1liabilities from the
enterprise assets., :

The structure of management decision making and the
deployment of financial and . other resources frequently
crosses boundaries between firms. Thus, the individual
.firms in the enterprise group could be considered
independent only for purposes of reporting  income for
taxation purposes. For all other managerial purposes, it
is the enterprise and not the individual firm that forms
the basic unit.

Perhaps more important is the fact that financial
institutions tend to treat the enterprise and not the
individual firm as- the unit for provision of financial
services and assessment of <credit worthiness. - Each
chartered bank has a "corporate clients service group" with
responsibility for providing a wide range of £financial
services to each firm in the enterprise group.  This
distinction constitutes the basis for segregating large

scale firms and their affiliates from the rest of the
population. :

Self~Employment Firms

Businesses where the owner provides the bulk of the labour
input defines another group of firms. Since these firms
are too small to provide full time employment to - persons
other than the owner, they can _ be designated
self-employment firms, regardless of their legal status.

In the self-employment firm the distinction between the
income, equity and liabilities of the owner and those of
the business in many cases is indeterminate. 1In fact most
financial institutions in their dealings with these €firms
act as though the distinction does not exist, o

For example, when a single vehicle taxi company seeks a
loan for business purposes, the financial institution will
look at the owners' personal credit history and net worth
as well as the credit history and unencumberéd assets of
the business. Banks frequently require the owner and other
family members to sign personal notes as security for loan
payments and may request mortgages or hypothecation of
title on personal, non-~-business property as- collateral.
Thus the access of a self employment business to financial
resources is very much a function of the financial history
and position of the owner as it is the business itself.




This intermingling of . financial characteristics of the
owner and the business also implies that biases likely
occur in statistics about self employment firms. In
particular, statistics generated from unincorporated tax
‘returns usually do not show any labour income for such
firms; income is generally shown as profits. The close
connection between ownership and -labour input in. the
self-employment firm suggests that issues more related to
social policy than financing may be of concern to this
group.

Foreign-owned Firms

Examination” “of = the ~ownership linkages of these firms
reveals that in many cases they are part of large scale
enterprise groups from other countries. Such subsidiaries
share many of the characteristics of the affiliates of
large scale enterprises in Canada. In particular,
financial institutions would likely treat such firms as
part of the larger enterprise group, thus according them
access to funds on'a different basis than that available to
the independent, Canadian-owned firm. For policy purposes
governments may choose to. treat foreign owned firms
differently from Canadian owned firms. Furthermore,
foreign owned firms, whether or. not part of a larger
enterprise, may operate in a sufficiently different manner
to warrant treatment as a separate analytic group.

While the Review wished to treat foreign-owned small and
medium firms as a separate entity, data restrictions made
this impossible.‘ (See Section IV) » - . .

Independent Canadian Controlled - Small and Medium
Businesses '

‘The group that remains after removal of the self-employment
firms, foreign owned small and medium size firms, and the
large scale firms and their affiliates has been designated
"Independent" small and medium business. It is this group
that forms the central focus of the Review. - As
"Independents", these firms are not owned or controlled by
large scale firms or their affiliates. An Independent firm
may, however, own or control another Independent firm.  The
affiliation linkages that determine independence in this
context are with respect to large scale enterprise, not
those between small and medium size enterprise.

While small and medium size businesses are independent of
large scale enterprise groups in terms of equity linkages
and management control, some of them may operate with quasi
linkages that confer a similar access to the financing
advantages -on the enterprise. Examples of these are
franchise arrangements, or long term supply contracts.
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Apart from the impact of these linkages, firms in ‘this
category are generally limited to internal financing or
financial markets when seeking funds. It is to be
expected, then, - that such firms will be treated by
financial institutions on the basis of their own financial
position and performance. On the other hand, when quasi
integration linkages are significant to the firm's success,
financial institutions are Kknown to take these linkages
into account in making decisions about providing funds.

Currently available data does not allow the researcher to
determine impact or incidence of quasi linkages. All these
firms are therefore deemed .independent, Canadian-controlled
small and medium businesses, since all foreign owned or
controlled firms have been removed. They are small, though
larger than self employed firms but not big because they do
not belong to a "large" enterprise group. Actual "size"
limits depend upon the data employed.

This framework is the starting point of the study; it has
been applied to 1977/78 Canadian data in the following
sections. There is little reason to believe that more
recent data would seriously alter any of the observations
presented in this report.




IV. BUSINESS UNIVERSE 1977/78

The 1977/78 Canadian business universe consisted of some
1.1 million businesses. Of these, farmers, fishermen,

professionals and self-employed salesmen represented
about 450 thousand "businesses'" or 40% of the total.

From the remaining 60 percent, other sectors of activity
were also eliminated. These -included financial
institutions, social organizations, - all levels of
~ government crown corporations (federal and provincial),
investment and holding companies, real estate operators,
and some professionals not previously excluded. This
process 1is depicted in Chart 2. The remaining 529
thousand  Dbusinesses constitute the Small Business
Financing Review Universe; 221,227 were incorporated and
307,308 were uniacorporated firms.

Table 1

Canadian Business Universe

1977/78

Type of Business Number of Businesses
Farmers ‘ ‘ 268,781
Fishermen 30,869
Professionals 112,058
Salesmen : 38,038
Unincorporated . 330,684
Incorporated 346,227

TOTAL 1,126,685

:Note; only the incorporated data were for 1977.

The first task in profiling the SBFR universe was to
characterize the business population by industry sector,
incorporation status and size. Although "size" within a
sector may be reasonably defined by a number of
characteristics the only wvariable common to both the
unincorporated and incorporated data files was sales.

For reasons of confidentiality +this data was available
only in terms of firm counts by sales size range for each
industry Standard Industrial Classification (SIC). Sales
totals for each industry were +made available to the
Review, except for a few cases where residual disclosure
was a possibility. Using this. information a sales
distribution for each. SIC was estimated. Estimated sales
totals were constrained to sum to the control totals
provided by Statistics Canada. An "All Industry" sales
distribution was then computed by summing over each SIC.
Table 2 shows that the 221,227 incorporated firms in 1977
generated some $326.5 billion in sales. More than 50% of
. these businesses had sales less than 3$200,000, and in
- total accounted for less than 3% of sales by all
incorporated business. The largest 1% of incorporated
firms all had sales greater - than $§15 million,
representing 35% of total sales.
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Chart 2
Derivation of the Small Business

Financing Review Universe

1977/78
Canadian Business Universe|
1,126,665 |
|

exclude farmers,]|
fishermen, |
professional |
salesmen |
|
|

449,745

exclude grovernment
corporations, financial
institutions, real estate
operators and other
deleted sectors

L 148,376

SBFR UNIVERSE
528,535

1978 1977
Unincorporated Incorporated
firms firms
307,308 221,227

The unincorporated data file was similar in structure to
the incorporated file, although for the year 1978. 1In
this case sales classes which had less than three firms
were supressed by Statistics Canada. Thus, the number of
firms by sales class was less than the total number of
firms 4in +the sector. These "unallocated" firms were
included in the estimation of the sales distribution for
each SIC as they accounted for a disproportionate share
of a sector's sales.
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Table 2
Distribution of Firms by Sales Class in 1977

(Incorporated Firms Only)

SBFR:990 SBFR Universe
Firms Estimated (Sales*
Sales Class Number Percent Amount Percent
(Cumulative) ($ Million) Cumulative)

1 - 49,999 47,866 21.64 1,116.09 0,34
50,000 99,999 28,783 35.09 2,176.76 1.01
100,000 - 146,999 21,656 44,88 2,684,.81 1.83
150,000 - 199,999 16,353 52,27 2,833.,85 2,70
200,000 - 249,999 12,703 58.01 2,846,23 3.57
250,000 - 299,999 10,070 62.57 2,771 .45 4,42
300,000 - 399,999 14,754 89.20 5,171.29 6.00
400,000 - 499,999 10,308 73.89 - 4,641.62 7.42
500,000 - 599,999 7,574 77.32 4,187.63 8.71
600,000. - 699,999 - 5,712 79.90 3,710.95 8.84
700,000 - 799,999 4,600 81,98 3,484.69 10.91
800,000 - 899,999 3,811 83.70 3,233.55 11.90
900,000 - 999,999 3,143 85.12 3,002,786 12.82
1,000,000 - 1,999,999 15,229 92.01 23,309.74 19.96
2,000,000 - 2,999,999 5,797 94.63 14,810.08 24,49
3,000,000 - 3,999,999 2,871  95.92 10,259.38 27 .64
4,000,000 - 4,999,999 1,807 96.74 8,218.39 30.15
5,000,000 - 5,999,999 1,202 97 .28 6,542,911 32.186
6,000,000 -~ 6,999,999 950 97.71 6,125.97 34.03
7,000,000 - 7,999,999 639 98.00 4,760.03 . 35.49
. 8,000,000 -~ 8,999,999 505 98.23 4,265,52 30.80
9,000,000 - 9,999,999 444 98,43 4,192,99 38.08
10,000,000 - 14,999,999 1,150 98.95 14,091.81 42.40
15,000,000 - 19,999,999 644 99.24 11,112.35 45,80
20,000,000 - 24,999,999 357 99.40 7,955.60 48,24
25,000,000 - 29,999,999 222 - 99,50 6,051.72 50.09
30,000,000 - 34,999,999 148 99.57 4,769.02 51.58
35,000,000 - 39,999,999 126 99,63 4,698,84 52.99
40,000,000 - . 44,999,999 91 89.67 3,845.58 54,17
45,000,000 - 49,999,999 79 99.70 3,732.32 55.31
50,000,000 - 74,999,999 224 99,81 13,722.43 59,81
75,000,000 - 99,999,999 96 . 99.85- 8,236.99 62.04
100,000,000 .- 199,999,999 182 . 99.93 26,339.47 - 70.10
200,000,000 -~ 299,999,999 54 99.96 13,300,311 74,18
300,000,000 and above 97 100.00 84,215,08 100.00
TOTAL 221,227 100.00 $ 326,511.73 100.00

Note: * Total sales class estimates of sales were

constrained to sum to Statistics Canada totals.

Source: Statistics Canada and Small Business Financing Review
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Table 3 presents the SBFR Universe sales distribution for.
unincorporated firms in 1978. Almost 60% of the firms

have sales of less than  $50,000. In total,

unincorporated firms, accounted for 24 billion in sales,

resulting from the activity of some 307 thousand firms.

Of these the "unallocated" represent about 2 tenths of
one percent in terms of firms, but about 2.5 percent of

sales.

Table 3
Distribution of Firms by Sales Class in 1978

{(Unincorporated Firms Only)

SBFR: 990 SBFR Universe
Firms Estimated Sales*
Sales Class Number Percent Amount Percent
(Cumulative) (3 Million) (Cumulative)

3 1 - 49,999 180,565 58.76 4,260,60 17.54
50,000 - 99,999 63,964 79.57 4,648.75 36.68
100,000 - 146,999 25,492 87.87 3,159.63 49.69"
150,000 - 199,999 12,802 92.03 2,230.28 58.87
200,000 - 249,999 7,488 04.47 1,678.53 55.78
250,000 - 299,999 4,333 095.94 1,242,865 70.90
300,000 - 399,999 5,250 97.65 1,829.12 78.43
400,000 - 499,999 2,563 08,49 1,149.34 83.18
500,000 - 599,999 1,387 98.94 760.71 86.30
600,000 - 699,999 810 99.20 525.61 388.46
700,000 - 799,999 475  99.36 355,57 89.92
800,000 - 899, 999 286 99.45 242.60 90.92
900,000 - 999, 999 253 99.53 240.07 - 91.91
1,000,000 - 1,999,999 578 99,72 859.17 95.45
2,000,000 - 2,999,999 72  99.74 179.57 96.19
3,000,000 - 3,999,999 29 99.75 101.50 96.61
4,000,000 - 4,999,999 10 99.76 45,00 96.79
5,000,000 - 5,999,999 25 99.76 137.50 97.36"
6,000,000 - 6,999,999 . 8 99.77 52.00 97.57
Unallocated 718 100.00 590.04 100.00
TOTAL 307,308 100.00 24,288.25 100.00

Source: Statistics Canada and Small Business Financing Review

*Sales class estimates of sales were constrained to sum

Note:
. to Statistics Canada totals.

In order to present an industry picture it was necessary

to combine the incorporated and unincorporated firms'

sales distribution. However, the incorporated firms were

classified according to the 1960 SIC structure, while the .
unincorporated firms were classified by the 1970 SIC

format. It was necessary to construct a matching of the

two coding structures for the business universe under

review. '



Unfortunately it was not possible to use incorporated and
unincorporated data for the same period. At the time of
‘the  study's start, the 1978 incorporated file was not
vet available, and the 1977 unincorporated data file was
of questionable quality. : '

While the data were for different years, it was felt that
deflating the unincorporated data back to 1977 would make:
little difference to the inferences since unincorporated
business represented only 7% of the SBFR Universe total
sales. Computational and statistical difficulties would
have been severe because of the grouped nature of the
data. -

Sales distributions for 200 SBFR © industries and
thirty-one sectors (aggregations of industries) are
available for the incorporated £firms, unincorporated
firms and both combined. The combined SBFR Universe is
presented in Table 4. These 528 thousand firms generated
some 351 billion dollars in sales. Over 95% of the firms
had sales of less than two million dollars, and fully 60%
had sales less than $50,000, By any account most
businesses are "small",

Chart 3 summarizes Table 4 by plotting the percentage of
firms versus the percentage of sales made by these firms.
If all firms were the same size the resulting graph would
be a straight line as depicted by the solid line in the
chart. The all industry curve, however, is -almost a
right angle. One percent of the firms account for over
60% of sales, while the smallest 75% of firms (those with
sales. of less than $200 thousand dollars) account for
barely 6.5% of the $351 billion in sales.

Having established a measuré of size (sales) and
determined the members of the study universe the next
step in the study was to apply the framework to each SBFR
industry. A succinct version of this process is
presented in the following section. :
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Table 4

Distribution of Firms by Sales Class in 1978

(Incorporated and Unincorporated Firms)

(Cumulative) ($ Million) (Cumulative)

SBFR:990 All Industries: SBFR Universe
Firms Estimated Sales*
Sales Class Number Percent Amount Percent

1 - 49,999 228,431  43.22 5,376.69 1.53
50,000 - 99,999 93,727 60.95 6,822.50 3.48
100,000 - 146,999 47,148  69.87 5,844.44 5.14
150,000 - 199,999 29,155 75.39 5,064.13 6.59
200,000 - 249,999 20,191 79.21 4,524.77 7.88
250,000 - 299,999 14,603  81.97 4,014.10 9.02
300,000 - 399,999 20,004 85.76 7,000.41 11.02
400,000 - 499,999 12,871  88.19 5,790.96 12.67
500,000 - 599,999 8,961  89.89 4,948.34 15.08
600,000 - 699, 999 6,522 91.12 4,236.56 15.09
700,000 - 799,999 5,075 92.08 3,840, 26 16.38
800,000 - 899,999 4,097 92.86 3,476.13 17.37
900,000 - 999,999 3,396 93.50 3,242.30 18.30
1,000,000 - 1,999,999 15,807  96.49 24,168.90 25.19
2,000,000 - . 2,999,999 5,869 97.860 14,989, 65 29.46
3,000,000 - 3,999,999 2,900 98.15 10,360.88 32.41
4,000,000 -~ 4,999,999 1,817 98.49 8,263.39 34.77
‘ 5,000,000 - 5,999,999 1,227 98.73 6,680.41 36.67
6,000,000 - 6,999,999 953  98.91 6,177.97 38.43
7,000,000 - 7,999,999 639  99.03 4,760.03 - 39.79
8,000,000 - 8,999,999 505 99.12 4,760.03 41.01
9,000,000 - 9,999,999 444  99.21 4,192.59 42.20
10,000,000 - 14,999,999 1,150 99.45 14,091.81 45.22
15,000,000 - 19,999,999 644  99.55 11,112.35 49.39
20,000,000 34,999,999 357 99.61 7.,955.60 51.65
25,000,000 - 29,999,999 222 99.66 6,051.60 53.38
30,000,000 - 34,999,999 148  99.68 4,769.02 54.74
35,000,000 - 39,999,999 126  99.71 4,695.84 56.08
40,000,000 - 44,999,999 91  99.73 3.845.56 57.17
45,000,000 - 49,999,999 79  99.74 3,732.32 58.24
50,000,000 - 74,999,999 224  99.78 13,722.43 ° 62.15
75,000,000 - 99,999,999 96 99,80 8,236.99 64.50
100,000,000 - 199,999,999 182  99.84 26,339.47 72.01
200,000,000 - 299,999,999 54 99.85 13,300.31 75.80
300,000,000 - and above 97 99.86 84,315.08 99. 23
. Unallocated 718 100.00 500,04 100.00

TOTAL 528,535 100.00 350,799.98 100.00

Source: Statistics Canada and Small Business Financing Review

Note: * Sales class estimates of sales were constrained to sum
. to Statistics Canada totals.
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The Ffémework Applied

The methodology employed was designed to give the best
possible determination o©of the Independent Canadian
Controlled Small and Medium Business population. To do
this required some compromises for two of the groups in
the theoretical framework; foreign owned firms, and large
scale firms and their affiliates. Because of the limited
number of firms in these two categories they could not be
analysed in the same detail as the self employment, and
Independent firms. As residual disclosure of a firm was
possible, industry data could not be made available to the
Review. Thus it was not possible to compare the balance
sheet structure (financial ratios) of independents with
foreign firms, or large scale firms and their affiliates.

The data base was produced by Business Finance Division,
Statistics Canada, under the direction of the Review.
Table 5 presents a simplified derivation of the file,
More detail on the data files can be found in Appendix I.

Upon eliminating government and financial corporations,
the 1,000 largest enterprises in terms of sales and

assets were determined. This defined 1,315 unique
enterprises «c¢onsisting of 8,548 corporations. By
coincidence the sales of the 1,000th largest

enterprise when sorted by sales was the same as the
assets of the 1,000th largest enterprise when sorted
by assets: 30 million dollars. For reasons that will be
apparent shortly, this figure defines the upper limit of
small and medium business in this study.

Table 5
Derivation of the Independent Canadian

Controlled Small and Medium Business Population

1) 1977 Active corporations (Incorporated Firms) 346,623

2) Delete
a) Government Corporations 664
b) Financial Parents & Their
Subsidiaries 1,372
¢) Single Financial Corporations 14,354
d) Parents & Subsidiaries of 1,315
Largest Enterprises 8,548
-2) Service Corporations 32,992
3) Remaining Corporations 288,693

4) Stratify by Type

-£) Self Employed Corporations 113,404
g) Small & Medium Foreign Controlled 4,121
h) Small & Medium Canadian Controlled 171,168

Note: These final counts for the split files (£, g, h)
are higher than those presentad in subsequent
tables, since some SIC industries had yet to be
deleted. :




- 23 =

-

After removing service corporations the remaining 288,693
firms were categorized as self-employment, foreign
controlled or Canadian controlled. Self-employment firms
were those with annual sales of less than $100 thousand,
except for selected industries where the sales limit was
$50 thousand. (see Appendix J for a list). While these
sales limits were selected to reflect the minumum
necessary to support more than the owner on a full-time
basis (and thus sales less than  this amount could
therefore support only the "owner") this stratification
for incorporated firms was dispensed with in some of the
subsequent analysis. '

With the removal of foreign corporations, the remaining
firms comprised the population of interest: Independent
Canadian Controlled Small & Medium businesses.

A list of firm counts for the three groups was supplied
to the Review. Upon examination it was decided that an
industry must have a minimum of 100 Independent firms to
warrant analysis. SIC codes were dgrouped, first into
SBFR industries, and then to meet this requirement were
grouped again, where necessary, into 107 Independent
Business Categories (IBC's). Many of these IBC's are
equivalent to a single three digit SIC industry. A list
of this hierarchical grouping may be found in Appendix J.
As many SIC industries had three or less foreign firms,
Statistics Canada would not provide the sales totals for
fear of residual disclosure. However, armed with the
sales totals for the Independents, knowing that a self
employment firm had sales less than $100 thousand or $50
thousand by design, and that an Independent could not
have sales greater than $30 million (since otherwise it
would be a member of one of the largest enterprises) a
modified version of the framework was constructed. This
working model is presented in Chart 4.

Chart 4

Working Model of the Framework

Self Independent Foreign Large

Employment Canadian Small & Scale

Firms Controlled Medium Corpora-
Small & Businesses tions
Medium & Affiliates
Businesses of Large

Scale
L Corporations

Self Employment Businesses

Self-employment firms are incorporated or unincorporated
firms with sales less than $100 thousand dollars (or in

some cases $50 thousand dollars). In later analysis, it °

will be shown that this definition, at least for the
incorporated firms, includes too many non self-employment
firms. ‘
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Large Scale Corporations

Large Scale corporations are those with 1977 sales in
excess of $30 million. They are all be members of the
1,000 largest enterprises (sorted by sales) since the
firms that compromised the smallest of the thousand
enterprises had combined sales of $30 million.

Indépendent Canadian Controlled Small & Medium Business

These firms comprise the population sought in the
framework. The incorporated portion was determined by
the process outlined in Table 5. Unincorporated firms in
this group are those whose sales were more than S100
thousand ($50 thousand in some cases) in the reference
year. None of the unincorporated firms had sales near
$30 million. In fact, $30 million is a weak upper bound
in most sectors. While significantly higher than past
definitions of small business which used values of one to
two million in sales as a cut of£f, a glance at Table 4
shows that only a few more firms are included using a $30
million 1limit. The importance of this will be seen
subsequently.

Foreign Controlled Small & Medium Businesses and
Affiliates

The number of firms and their sales in this group were
determined residually in the manner described below.
Note that affiliates is a general term referring to the
members of any of the 1,315 enterprise groups that did
not have sales greater than $30 million. Because of
this, parent corporations or even all the constituent
firms of some of the enterprises could be found here.

By subtracting the sales of the Independents from the
total sales generated by all firms with sales between
$100 ($50) thousand and $30 million, the sales for this
group can be calculated for each industry. The same
procedure yields the number of firms. Some margin of
error is possible if an affiliate or foreign firm has
sales less than $100 ($50) thousand. The impact of any
error, however, is minimal.

The data files used to apply the framework, and perform
the various analyses are described briefly in Appendix I.
Of some importance is the "triad" file used extensively
in Section V, Transition and Normal Firms, and Section
Vi, Financial Ratios and Relations Between Financial
Variables. »
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The Distribution of Business Activity

The results of applying the methodology just de&eloped to
the 528,535 SBFR business universe is shown in Table 6.

A succinct summary for each IBC industry may be found in
Appendix C.

Table 6
Distribution of Pirm And Sales Activity

1977/78 SBFR Universe

FIRMS SALES
Number % Amount %
—_— - (SMillions)
Self-Employment 295,168 55.8 10,286 2.9
Unincorporated 226,909 42.9 7,678 ‘ 2.2
Incorporated 68,259 12.9 2,607 7
Independent 225,215 42.6 | 136,384 38.9
Unincorporated 80,399 15.2 16,610 - 4.7
Incorporated 144,816 27.4 119,774 34.2
Foreign & ‘
Affiliates 7,055 1.3 41,173 '1L.7
Large Scale 1,097 .2 162,957 46.5
Total 528,535 100.0 350,800 100.0

The largest group in terms of active entities is the one
designated Self-Employment <firms. Although accounting
for 56% of the firms is the SBFR universe they represent
only 3% of sales. At the other end of the size spectrum,
the 1,097 largest corporations, 2 tenths of one percent
of the population are responsible for nearly 47% of all
sales. When combined with the Foreign and Affiliate
firms we see that 1} percent of all firms generate 58% of
total sales.

The Independent population, however, 1is a significant
proportion of the SBFR business universe. Forty-three
percent of business by number, they generated about 39
percent of sales in the reference period. From the
standpoint of financing issues and policy objectives they
constitute a major target population. Of some interest,
then, are the sectors where independent businesses
congregate, or play a significant role.

Py




Distribution by Sector

Economic policies, financing assistance and tax
incentives are often directed at certain sectors of the
economy for the purpose of meeting government objectives.
While the largest 1,097 corporations dominate business
activity 1in general, their ©presence 1is particularly
significant in ten industrial sectors (Table 7) where
they represent 80% or more sector sales. These sectors
are, to a large extent, primary industries;
transportation, mining, c¢rude petroleum and chemicals.
Manufacturing is represented by the car industry and
communication equipment manufacturers,

Table 7
Sectors where "Large®™ Firms Account for

a Major Proportion of Industry Sales

§ of Sector

Rank Industry Sales
1 Motor Vehicle, Truck Body & Trailer .
Manufacturers 95.7
2 Misc. Communication and Utilities 91.3
3 Iron & Steel Mill, Smelting & Refining 90.5
4 Misc. Chemical & Petroleum Industry 88.0
5 Water, Rail & Pipe Line Transportation 86.0
6 Crude Petroleum and Natural Gas 85.0
7 Communications Equipment 1 Wanufacturers 82.9
8 Metal & Non-metal Mines ‘ 82.1
9 Misc. Food Industry - 80.3
10 . Misc. Manufacturing Industries (N, E S.) .- 80.0

As shown in Table 8 the Affiliates and small and medium
Foreign firms are only a significant presence 1in one
sector, and much less important in three others. . In
general, their presence in the economy is far more
diffuse than the large scale firms.

Table 8
Sectors where FAffiliateé, Small and Medium Foreign Firms

Account for A Major Proportion of Industry Sales

% of Sector

Rank ~ - Industry Sales
1 Misc. Clothing Industry 88.1
2 Publishing Only ) 46.0
3 Radio & Television Broadcastlng 41.2
4 Sporting Goods & Toy Industry 39.Q
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Independents dominate a substantial number of sectors in
terms oOf sales (Table 9). None of these, however, are
manufacturing, communication or even export  based-
Rather, they appear to be service and retail oriented
industries serving local markets. Classified by number,
these firms are even more concentrated, as shown in Table
10. -Sixty-five percent of the over 225 thousand
Independents are located in just fourteen industries.

Table 9

Sectors where 'Independents' Account for a

Major Proportion of Industry Sales

"Independents'" Number of
Sales as % of Independent

Rank Industry Sector Sales Firms
1 Tire, battery & accessories stores 91.9° 2,233
2 Motor vehicle repair 91.7 7,981
3 Machine shops o 88.4 1,032
4 Motor vehicle dealers 86.9 . 4,841
5 Clothing industry .- 85.9 1,382
6 Gasoline service stations 85.5 10,420
7 Special trade contractors 84.2 33,078
8 Drug stores » 8l.2 3,077
9 Hosiery & knitting mills : . 80.9 230

10 Building construction 80.7 10,662
11 Retail stores, Not Elsewhere

Specified 79.5 o 3,890
12 Misc. personal services 79.3 1,165
13 Blacksmithing & welding shops 78.1 865
14 Photographic services, Not Elsewhere

Specified 76.6 912
15 Miscellaneous repair shops 76.5 631
16 Household furniture & appliance . ‘

stores ~75.9 7,756
17 Wholesalers of scrap and waste

materials : 75.6 639
18 Signs & displays industry _ 75.3 280
19 Advertising services 73.9 1,062
20 Radio, television, & electrical

appliances repair stores 73.2 555
21 Florists' shops 73.2 749
22 Men's clothing stores & custom

tailer shops . 72.8 1,522
23 Household furniture manufacturers 72.0 874

24 Woman's clothing stores 71.9 2,106
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Table 10
Sectors where Independent Canadian Controlled

Small and Medium Businesses Congregate

Number . Cumulative

Rank Industry - of Firms - __Percent
1 Special Trade Contractors ' 33,078 14.7
2 Hotels, Motels, Restaurants 15,299 21.5
3 Food Stores ‘ 14,730 . 28.0
4 Building Construction 10,662 32.8
5 Gasoline Service Stations 10,420 37.4
6 Wholesales, Not Elsewhere Specified 8,985 . 41.4
7 Miscellaneous Service to 3,892 - 45.3

Business Management
8 Retail Stores, Not Elsewhere Specified 8,890 49.3
9 Motor Vehicle Repair Shops 7,981 52.8
10 Household Furniture and Appliance
Shops 7,756 56.3
11 Truck Transport 5,968 58.9
12 Motor Vehicle Dealers 4,841 61.1
13 General Merchandise Stores . 4,428 63.0
14 Wholesalers of machinery & Equipment
not Elsewhere Specified 3,948 64.8
Sub-total 154,876 64.8
All-remaining . 79,333 35.2
Total _ 225,215 100.0

Table 11

Sectors where Self—employment Firms are Concentrated

Number % unin- Cumulative

<4
Rank Industry of Firms corporated % of Total
1 Special Trade Contractors 42,384 91 14.4
2 Truck Transport 30,049 91 . 24.5
3 Hotels, Motels, Restaurants 23,959 78 32.7
4 Wholesalers, N.E.S. 16,382 60 38.2
5 Retail Stores, N.E.S. 14,140 74 43.0
6 Misc. Services to Business 11,388 35 46.9
7 Food Stores 10,582 90 ‘ 50.4
8 Barber & Beauty Shops 9,248 96 - 53.86
9 Misc. Services, N.E.S. 8,469 58 "56.4
10 Building Construction 8,039 38 59.2
11 Taxicab 7,989 97 61.9
12 Amusement & Recreation .
Services 7,779 65 64.5
13 Other Construction 6,359 94 66.7
14 Logging 6,228 87 68.8
15 Motor Vehicle Repair . 5,275 91 70.86
16 Service to Buildings 4,504 90 72.1
Sub-total 212,772
All remaining 82,396

Self-employment total 295,188
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. Table 12

Sectors where Self-employment and Independents

are Concentr&ted

Self-
Employment
Rank Industry Firms Independents Combined
1 Special Trade Contractors 42,384 33,078 75,462
2 Hotels, Motels, Restaurants 23,959 15,299 39,258
3 Truck Transport 30,049 , 5,968 36,017
4 " Wholesalers (Not Elsewhere 16,382 . 8,985 25,367
Specified, N.E.S.)
5 Food Stores 10,582 14,730 25,312
6 HRetail Stores N.E.S. 14,140 8,890 23,030
7 Miscellaneous Service to -
. Business 11,388 8,892 20,280
8 Building Construction 8,039 . 10,8662 18,701
9 Motor Vehicle Repair ) 5,275 - 7,981 13,256
162,198 114,485 276,683
Percentage of Total
Firms 55% 51% 53%

Special Trade Contracters are by far the largest group
(almost 15% of the Independents) and when combined with
Building Construction, construction related firms
represent over 19% of all Independent firms. Hotels,
Restaurant and Food Stores represent another 14%. Thus a
total of one-third of the Independents (or 15% of the
firms in +the SBFR universe) are found in Jjust four
industries.

The phenonemon is also exhibited by the self-employment
firms. Over seventy percent of these firms are located
in . just 16 of the 107 IBC industry sectors. (Table 11).
These too are local market service based industries.

There is, in fact, considerable sector overlap where the

self-employment and independent firms congregate. As can.

be seen in Table 12 over one-half of both groups are
found in the same nine sectors. i
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The Size Distribution of the "Independents"

Having 1looked at the industrial sectors where the
Canadian-owned, Independent firms tend to congregate or
dominate activity, the size distribution of these firms
within a yiven sector and acruss sectors Is now examined.

The independent firms within the industry were ranked in
ircveasing order of sales size. For the incorporated
firms, this was accomplished using the "Triad File" (see
Appendix I for a detailed explanation of this data file),
which consists of average sales for each three ajacent
firms in an industry after they have been sorted by sales
size. The result was a very good representation of the
sales frequency distribution. When combined with the
grouped data for the unincorporated businesses, (which
because of their size, was essentially is sales ranges of
$50,000) the equivalent of Chart 5 was constructed for
each industry. )

Chart'S
Lorenz Curve for Industry Sales

Independent Canadian Controlled Small & Medium Businesses
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'Sales Range

Those firms that accounted for the first 25% of total
group sales were assigned to the First Quadrant (sales
less than Sl), those which fell into the next 25% - the
Second Quadrant, and so on. The quadrants represent four
sales size qroups, arranged in order of increasing .sales
size, The proportion of firms that £fell into each
quadrant was then calculated. Results for the 14
industries where Independents congregate are displayed in
Table 13.
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Table 13
Distribution of "Independents™ by Quadrant for 14 IBC

(Incorporated and Unicorporated Firms) _

Percent of Firms in Quadrant

Industry | One Two Three | - Four Total
% o % % %

Special Trade

Contractors 74.6 17.9 5.8 1.7 100.0
Hotels, Motels, '
Restaurants 60.3 24.8 9.7 5.2 100.0
Food Stores , 65.2 22.5 9.5 2.8 100.0
Building Construction 74.0 18.8 5.0 2.3 100.0

Gasoline Service Stations| 51.0 29.0 13.5 6.5 100.0

Wholesalers, N.E.S. 75.9 17.6 4.4 2.0 100.0
Misc. Services to

Business Management 69.7 21.6 7.2 1.5 100.0
Retail Stores, N.E.S. 64,4 23.1 10.3 2.3 100.0

Motor Vehicle Repair
Shops 61.9 19.5 14.4 4.1 100.0

Household Furniture &

Appliance Shops 59.3 | 24.2 ] 14.4] 2.1 | '100.0
Truek Transport 1 73.3 ] 16.9 7.4 2.3 100.0
Motor Vehicle Dealers 72.8 16.1 7.4 3.6 100.0

General Merchandise
Stores 76.7 17 .4 4.6 1.3 100.0

Wholesalers of Machinery !
& Equipment, N.E.S. 72.0 18.0 7.4 2.6 100.0 |

Examination of the size distribution of each of these
industries reveals that the distributions are skewed right,
just like the All Industry Curve presented in Chart 3. While
a small number of Independents in each industry account for a
large share of the Independent sales the shape of the curve
varies from industry to industry. Despite the variation none
of the curves are even nearly straight. If an industry curve,
such as that depicted in Chart 5, were a straight line then in
Table 13 the percent of firms in each quadrant would be 25%,
indicating taat all the independents in that industry were the
same size.
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The absence of firm size homogeneity can be attributed to
a number of factors. First, despite our best efforts, we
may be observing fundamentally different businesses
which, for reasons of convenience, have been designated
the same., For instance, a food store can be a bakery,
delicatessen, health food retailer, corner grocery store,
or a supermarket. It would be quite unreasonable,
therefore, to expect to observe all these firms the same
(sales) size, even if the industry were in equilibrium.

Referring to Table 13, "General Merchandise Stores" is
typical of the more highly skewed distributions., The
smallest 77% of these stores account for 25% of industry
sales, while 1.3% of the largest stores also account for
25%. In this industry, 6% of the firms in the top two
quadrants account for half the industry sales. On the
other hand, "Gasoline service stations", a more
homogeneous industry, is also more evenly distributed by
size - the first quadrant has 51% of the firms (compared
with 77% for General Merchandise Stores) and it takes 20%
of the firms to cover  the top half of the industry
independent sales.

Many factors, such as economies o0f scale, barriers to
entry, and conditions of growth or decline of the
industry may affect the size distribution. within an
industry. We may also be, observing the influence of
start-ups, dying firms, or the effects of limited local
markets: rural versus urban marketg.

It is not possible with this data  to determine any
effects due to urban-rural differences or the
heterogeneous nature of the businesses comprising an
industry. There is some theoretical work which suggests
that a skewed distribution of firms is plausible under
certain assumptions. Here it is sufficient to note that
a limited number of firms in the independent small and

medium businesses population generate most of the sales.

The size range of firms in each quadrant is displayed in
.Table 14 for the same fourteen industries. Thirty
million dollars is a weak upper bound for the C£fourth
quadrant for most of these industries. (See Appendix F,
where the maximum "triad" sales for all 107 1IBC
industries is shown.) There are significant variations
in the sales range from industry to industry. TO some
extent, these variations reflect differences in value
added by these industries. 1In those industries where the
proportion of value added to sales is low the upper bound
of sales in the first quadrant is high. For example, in
Motor Vehicle Dealers and Wholesalers of Machinery and
Equipment, one would expect to see purchased goods "and
inventory costs account for a substantial percentage of
the sales dollar. On the other hand, in an industry such
as Motor Vehicle Repair Shops, where labour input is a
large component of sales, the corresponding upper bounds
are significantly lower.
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Table 14

Sales Size of Indeperndent Firms by

Quadrant for 14 Industries

Size Range of firms in Quadrant
(Annual Sales in $§ thousands)

Industry One Two Three Four

S0 Sl S2 S3 sS4
Special Trade
Contractors 550 $209 $701 52,252 30,000
Hotels, Motels,
Restaurants, ) '
Campgrounds, etc. 100 213 443 1,164 30,000
Food Stores A 100 265 696 1,609 30,000
Building Construction 100 511 1,269 4,607 30,000
Gasoline Service
Stations 100 269 409 710 30,000
Wholesalers, N.E.S. 100 508 - 1,300 4,769 30,000
Misc. Service to
Business Management 50 172 516 1,313 30,000
Retail Stores, N.E.S. 100 © 254 601 1,269 30,000
Motor Vehicle Repair 4
Shops 50 109 240 537 30,000
Household Furniture &
Appliance Shops 100 278 588 1,225 30,000
Truck Transport 100 324 1,052 3,200 30,000
Motor Vehicle
Dealers 100 2390 5,403 10,747 30,000
General Merchandise :
Stores ‘ 100 441 1,716 6,670 30,000
Wholesalers of
Machinery & '
Equipment, N.E.S. 100 838 2,080 5,414 -30,000

Note: The values S0 to S4 are determined for each
industry from the equivalent of Chart 5.

For example, Firms in Quadrant Two have sales between S1
and S2, i.e. between $209,000 and $701,000 for special
trade contractors. "
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The variation in the annual sales ranges of the quadrants
from industry to industry illustrates the problem of
using an arbitrary sales size figure to establish size
classes for dissimilar industries. For example, if a
figure. such as $2 million annual sales were used as a
celling for the small business size class, then in the
case of Food Stores it would include all firms in
Quadrants One, Two and Three and several firms in
Quadrant Four, whereas in the case of Motor Vehicle
Dealers it would not even include all the firms in
Quadrant One.

To summarize, within the population of Independent
Canadian controlled small and medium business:

(1) Activity is, in  general, concentrated with
approximately 13% of the largest independent firms
accounting for 50% of the sales.

(2) There are significant inter-sector differences in
the degree to which activity is concentrated. '

(3) There are significant inter-sector differences in
the size range of firms in each quadrant.
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V. TRANSITION AND NORMAL FIRMS

By focussing on the segment of the business' universe’

which is not large or foreign owned, "it was found that
both the self-employment and independent £irms tended to
congregate in relatively few industrial sectors. Further
examination indicated that within. the independent
category of firms there was a concentration of activity
and inter-sectoral differences in the size distribution
of firms.

There are, however, problems with defining a
classification along a single dimension. The resulting
groups, such as self-employment firms, may not be as
"pure" as one might expect. For example, attempting to
isolate self-employment firms by selecting only those
firms with sales less than, say, 100 thousand dollars
inevitably includes non self-employment firms: any
"larger"™ firms in the process of starting-up, or having a
bad year for sales, will be classified as self
employment.

Thus if firms are grouped according to sales size, those
with lower sales are likely to be a more hetercgeneous
population than those firms with "large" sales.

At. any time, each industry contains firms in various
states of transition. Some may be in the process of
starting-up, others may be exiting, while some may
finally be showing a profit after years of losses.
Others, of course, will be doing well, having generated
retained earnings over the years, and having a profit in
the current year. The incidence of these firms provides
a "snap-shot" of the dynamics of a sector at a point in
time. ‘

A sector with a large proportion of exiting firms, but
with only a low percentage of entries or turn-—arounds is
likely to be a declining sector or an industry
experiencing rationaligzation. High entry and exiting
may reflect "churning", particularly in an industry where
barriers to entry are low. ’

Stratifying each sector into these groups, however, also
serves another important purpose. Financial ratio
analysis has often been used to define norms for an
industry (though, as we see 1in the next section,
uncritical use can be very misleading). One would expect
that financial ratios for firms in transition would be
quite different from those of "normal firms", and in some
cases meaningless. For instance, firms with accumulated
deficits greater than equity and negative profits would
have a positive profit to equity ratio. A high incidence
of such firms would result in very misleading financial
ratios for a sector. Similarily firms with just
marginally positive equity may record very high positive,
or very negative profit to equity ratios, neither of
which may be indicative of their performance.

Using the triad file for incorporated self-employment and
independents, which contained five financial variables on
each "triad", transition ~firms were defined and
segregated in each SBFR industry. ‘

Three types of transition firms, ahd a "normal" firm are
defined below. These classes are mutually exclusive, so
that at any time a firm belongs to only one group. The
definitions are somewhat arbitrary, and should be
considered merely as proxies for the categories they
attempt to characterize. Nevertheless they appear to be
reasonable.




- 36 -

Transition Status Definitions

Type I - "Dying" Firms

Firms classified as Type I had negative or marginally
positive equity (less than 5% of assets) and a loss on
the current year's operations - negative profit. This
classification is a proxy for dying firms. It is 1likely
that this definition understates the true incidence, as
smaller firms sometimes record a cumulated deficit as an
asset, thereby overstating both assets and equity. Such
firms will likely appear as Type III, or "normal £firms"
(defined below). The incidence of such occurences 1is
unknown.

Type II - "Turn—-arounds"

Transition status Type II represents firms in a

turn-around position. These are firms with negative
equity, but with a positive profit on the current years
operations. On the basis of one years' data it 1is

difficult, however, to classify a firm with certainty. A
'turn-around' may in fact be a 'dying' firm, the years'
profit originating from the sale of assets. Desplte the
lack of precision in categorizing such a £irm, the
important fact is that it is clearly not a "normal" firm.
As above, small firms that have recorded an accunmulated
deficit as an asset will be classified as Type III or

normal firms, thereby understating' the true incidence of ..

turn-arounds.

Type III - "Start-ups”
2ype Lil

Type III firms, were defined as those with sales less
than one-third of their assets, and equity greater than
one~third of assets. This group approximates firms in a
start—-up phase.

The definition, as such, is too strict for some
industries (e.g. Crude Petroleum and Natural Gas, where
the Sales to Asset ratio is about .4) and not strict
enough in others. 2.9. Wholesalers of Tobacco Products,
where the sales to asset ratio is almost 5.0).

However, sensitivity tests indicated that varying the
definitions did not produce much variation in the number
of firms classified as Type III.

Normal Firms

Normal firms are those which are not Type I, II or III.
Such firms are characterized by positive equity,
relatively large sales as a proportion of assets, and
generally positive profits. About 10% of the normal
firms, however did show a loss on operations during 1977.

This class of firm represents a population for which
ratio analysis is meaningful. Firms in transition either
become "normal® as in the case of some start-ups, or
disappear completely through receivership, bankruptcy or
by merely closing their doors. Appendix D presents the
percent of firms in each of the four classifications for
the 107 IBC sectors, while Table 15 'shows just the 14
-Sectors where Independents congregate.

>
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Table 15

Transition Status for the Industries Where -

Independents Congregate: 1977

‘ Total

Transition Status Transition Normal
Type I Type II Type III - Status Status

3 % % % %
Special Trade Contractors 11,6 3.4 4.3 19.3 . 80.7
Hotel, Motels, Restaurants 18.6 6.0 13.9 38.5 61.5
Food Stores - 11.4 2.7 8.3 22.4 77.6
Building Construction 14.7 3.3 8.3 26.5 73.5
Gasoline Service Stations 9.4 3.4 8.9 21.7.. . 78.3
Wholesalers, NES 13.4 4.9 7.6+ -—25:9 "7 74,1

. Misc. Services to Business ' "

Management 11.3 5.6 8.7 25.7 74.4

Retail Stores NES 21.2 6.2 5.0 32.4. 67.6
- Motor Vehicle Repair Shops 11.8 3.4 4.8 24,0 76.0
Household Furniture &

Appliance Shops 15.1 3.4 643 24.7 75.2
Truck Transport 12.8 5.5 5.2 23.5 76.5
Motor Vehicle Dealers 5.8 1.0 9.6 l6 .4 83.6
General Merchandise Stores 4.3 1.1 8.5 13.9 86,1
Wholesalers of Machinery

and Equipment NES 13.4 3.9 7.1 24,4 75.6
All SBFR Industries 12.8 3.9 7.6 24.3 75.7

Among these 14 industries the percentage of '"normal”
firms varies from a low of 61.5% (Hotels, Motels,
Restaurants) to a high of 86.1% for General Merchandise
"Stores. As the last line in the Table shows, about 76%

of all the firms were classified as "normal" for the
entire 107 IBC industries. ‘

There is also substantial variation by transition type.
Dying firms (Type I) varied from a low of 4.3% to a high
of 21.1% for Retail Stores N.E.S. while the all industry
average is about 13%. )

Type III firms, approximating- start-ups, were about 60%,
by number, of dying firms. Thus in the sample year more
firms were in the process of exiting than were entering,
if our proxy measures are correct.

Examining the complete table in Appendix D illustrates the
variation of the three types of transition firms within an
industry (this can also be seen in Table 13). Some had
high rates of exit and entry (Hotel, Motel, Restaurant)
while other had a high percentage of dying firms and a low
incidence of "new" firms (Retail Stores N.E.S.). General
Merchandise Stores was one of the few industries where
"new" firms were a larger percentage than dying firms.

It should be cautioned that characterization of industries
in this manner should not be taken too far without further
industry specific analysis.
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Table 16

Percentage of Firms in Transition by Quartile

14 Industries, 1977

Percentage of Firms in Transition in
a Quartile

Quartile
One Two Three Four Industry
Speéial Trade Contractors 48.1 17.8 . 8.1 - 3.0 "19.2
Hotel, Motels, Restaurants 73.2 36.5 27.0 17.1 - 38.5
Food Stores 55.1 18.7 9.8 5.9 - 22.4
Building Construction _57.9 29,3 14.4 4.0 26 .4
Gasoline Service Stations 52.7 .18.4 10.6 4.9 21.7
Wholesalers, N.E.S. , 62.8 24.7 12,5 3.2 25.8
Misc. Services Business
Management . 54.3 24.6 14.4 9.2 25.6
Retail Stores N.E.S. 67.3 34.9 17.7 10.0 32.5
Motor Vehicle Repair Shops 56.8 23.4 10.5 5.2 24.0
Household Furniture & ‘
Appliance Shops’ 60.4 24.1 10.4 4.4 24.8
Truck Transport 49.0 24,4 14.9 5.8 23.5
~Motor Vehicle Dealers 51.1 11.1 2.5 1.0 16.4
General Merchandise Storeés 42.5 6.3 4.8 1.9 13.9
Wholesalers of Machinery
and Equipment N.E.S. 62.7 25.6 6.5 2.2 22.%

All SBFR Industries 56.0 24.4 12.4

Perhaps of more interest 1is the incidence of transition
firms along the size dimension (sales). By arranging the
firms in each population according to sales size it was
possible to select the smallest 25% of firms (the first
Quartile), the next 25% of firms (the second Quartile),
and so on. Table 16 presents the percentage of firms in
a state of transition (Type I to III) by quartile for the
same 14 industries (See Appendix E for all 107 Industries.

These figures may need some explanation. For example,
19.2% of the Special Trade Contractors (line 1, Table 16)
were determined as firms in transition. Such firms,

however, tended to be those with very small sales., Of the
smallest 25% of firms nearly half (48.1%) were firms in
transition, while of those in the Fourth Quartile only 3%
were firms in transition.

Thus, within a given industry, the larger a firms' sales
the more likely it is to be normal, although a such £irm
can show a loss.

« Since some public policy in the areas of - economic
development 1is directed at sectors of "opportunity",
transition data on one of these sectors is presented in
Table 17. The sector covers manufacturers of
communications equipment of whom 64% fall into the
"normal" category. The distribution of firm type by size
class is shown in Table 17,
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Table 17

Distribution of Transition Status by Quartile

Transition Status

: Normal Grand
rtile Size Range Type I Type II Type III Total Status Total

($000 sales) (Percent of Firms in Quartile) % %
1 1l to 70 34.4 6.8 34.4 75.6 24,4 100
2 71 to 240 34,4 6.8 0.0 41.2 58.8 100
3 241 to 941 14.0 14.0 0.0 28.0 72.0 100
4 942 to 1,310 .. . 0.0 0.0 0.0 0.0 1l00.0 100
Total, all firms 20.7 6.9 8.6 36.2  63.8 100
Total firms 174

There is clear relationship between transition status and
size in this sector. Three quarters of the firms in the
smallest size range are in some sort of transition status
and only 24 percent are "normal". None of the firms in
the largest size class appear to be in a state of
transition. :

Summarz

To this point we have seen that the Independent
population is concentrated in a limited number of
sectors, that the sales size distributions are still
extremely skewed, despite the removal of the large scale
firms, affiliates and foreign business; and that the sales
size of small and medium business is industry specific. A
limited number of independents, was found to represent
most of the activity attributable to small business. "

" Not all apparently small business is indeed small. a

dyving "large" firm may have few sales and look like a
"small" firm. Of the remaining firms some were start-up
(possibly of very large  ©business) and other were
turn-arounds (and also potentially large too). While
these firms may have ©potential financing problemns,
questions about access to funds concern more than just the
issue of smallness per se.

One might expect, for small firms at least, that the role
of organized financial markets may be limited in start-up
situations. ‘Sufficient funding from the owner and
"friends" may be necessary to demonstrate the potential
viability of the operation %o the impersonal, organized
financial market, especially if the chief assets of the
firm are "personal" ones such as skills and experience.
Here again, the 1issues of access to funds involve nore

. than just "smallness".

Normal firms, then are mostly small businesses that have
established a "track-record". For these Efirms financial
ratio analysis makes sense; indeed, this is perhaps the
only group where we can look for evidence of differences
in financial structure that may reflect differential
treatment by financial markets. This is the topic of the
next section.
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VI. FINANCIAL RATIOS AND RELATIONS BETWEEN FINANCIAL
VARIABLES :

This section describes an investigation of the relations
among financial variables in "normal" firms, that- is,
free of the distortions imposed by the presence of
start-ups and moribund firms. Such "transitional® firms,
defined as in the previous section, were accordingly
excluded from the = sample before the computations
described below were made. It was also decided to
exclude very small firms, defined as those having either
sales or assets less than fifty thousand dollars (for

~- technical reasons it was necessary to .do this trimming

symmetrically in sales and assets). Since - these
exclusion criteria are somewhat arbitrary a sensitivity
test was carried out, examining the effects of altering
the definitions of transitional firms. It was found that
the results had little sensitivity to the precise
specification of the exclusion criteria so that we can .
have some confidence that the absence of the transitional
firms distorts less than would their presence. The
“Triad" files (Appendix I) provided the data used in this
study.

Financial ratios have long been used by accountants in
the examination of single firms: a change in the value
of a key ratio can signal trouble in the firm which might
otherwise go unnoticed, For the purposes, however, of
statistical analysis and of constructing a picture of. an
industry as a whole;, the uncritical use  of financial
ratios can mislead: the trouble with debt-to-equity and
profit-to-equity ratios, when equity can be negative (or
positive but very small) are mentioned in the section
"Transition and Normal Firms". There are as well more
subtle difficulties having to do with the behaviour of
conditional measures when both the wvariables whose ratio
is being taken are subject, as they are here, to random
fluctuations. These difficulties are illustrated by the
behaviour of the Sales-Assets ratio described in the
paragraph "Sales vs. Assets" below, and in Appendix H.
We have chosen two ratios for consideration,
profit-to~sales and Earnings Before Interest and Taxes or
E.B,I.T.-to—-assets, in which the difficulties are minor.
Other characteristics such as indebtedness, have been
examined by estimating the relationships between
variables directly, rather than by forming ratios. We
have nevertheless prepared a list of medians of selected
ratios for all 107 sectors, which appears as Table G2 in
Appendix G.

The questions addressed have to do with the effects of
firm size on firm performance and firm structure: are
small firms more or less profitable than larger firms?
Are they more or less indebted? Do they have more or.
less sales per dollar of assets? These gquestions are
considered separately below, but we should first
summarize the limitations of this study: :

(a) Very large firms and affiliates. of very large,
and foreign, firms are excluded: the exclusion
process and the rationale for it are described in
Section IV. It might be worthwhile to bring such
firms back in to compare them with our small
business universe, but so far the difficulty in
obtaining large-firm data in a form comparable
with our small-firm data has prevented this. The
present study is thus a comparison of small and
medium~size independent, incorporated businesses




among themselves, and should not be interpreted
as generalizing to all businesses without further
evidence.

(b) The five variables in the data permit only a
limited look at the financial pattern of businegs
activity; for example, mno information on the
term~structure of debt 1is available, except for
industry-wide averages given in Statistics Canada
publications, which are generally not comparable
with the data used here.

(c) Some distortion is introduced by the process of
"triadding". The magnitude of these effects can
be estimated by doing the computations on each of
the two data sets we have: sales triads and
assets triads.

As will be seen below, there is some (usually
predictable) difference between the estimates
obtained from the two triaddings, and these often
exceed the confidence limits obtained from the
estimated standard errors. The interpretation of
this is that the triadding effects dominate the
sampling error (which, because of the large
sample sizes wused here is generally trivial
anyway). Thus a realistic "confidence interval®
will include at least the interval between the
two estimates, and hypothesis testing should be
based on this interval (or, to be conservative, a
somewhat larger one) rather ‘than the usual
confidence interval based on sampling variation
alone. As a rule of thumb, we shall adopt a
confidence . interval of length twice the
difference between the estimates provided by the
two triaddings, and centred on their mean.

Below we shall describe the results of our
investigations, concentrating for expository simplicity
on two industry sectors: 404 (Building Construction) and
631 (Food Stores). Table 18 gives the parameter
estimates, for these two sectors, of four relationships:
Sales vs. Assets, Debt vs. Assets, Profit-to-Sales ratio
vs. firm size, and EBIT-to-Assets ratio vs. firm size.
The same information is given in a more compact format
for all 107 sectors in Appendix G. We now discuss each
of the relationships in turn. :

Sales vs. Assets

Chart 6 shows the median sales-to-assets ratio plotted
against sales for sector 404. It shows a strong increase
in this ratio with increasing firm size, from about 1.25
for the smallest firms to about 2.00 at the large end,
from which one might be tempted to conclude that larger
firms are more efficient at generating output from their
assets than are the smaller firms. This conclusion is
unwarranted, however, and in fact Chart 6 1is quite
misleading, for reasons that are explained in Appendix 4.
It is included here as an example of the pitfalls of
uncritical use o©of financial ratios in statistical
analysis. A better way of viewing the sales-assets
relation is given in Chart 7 which shows a scatter plot
of sales and assets, with logarithmic scales for each.
The points form a roughly elliptical cluster, whose
"principal axis" computed by extracting the eigenvectors
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of the estimated covariance matrix, have been drawn in.
The slope of the "first"™ (longer) axis is a measure of
the mutual dependance between sales and assets, and is
analogous to a regression coefficient: in particular, if
this slope is 1, then there is no tendency for small
firms to have more or less sales per dollar of assets
than larger firms.

The distance along the first principal axis, known as the
first principal component, is a better measure of firm
size than either sales or assets alone, and this is what
we shall use below in relating earnings to firm size.
This measure, on the logarithmic scale, is a weighted
average of the logarithms of sales and assets, so we can
write it as

PCl = p log A + (l-p) log S, with o p 1.
Then on the original scale (i.e. taking exponentials) we
get

"Firm Size" = APSl-P

Thus firm size is a geometric weighted average of sales
and assets, with the weights determined by the principal
axis.

The second principal axis is perpendicular to the first
and measures across the ellipse. Thus for a given fixed
value of the first principal component, an increasing
second P.C. means larger sales and smaller assets. It
might therefore be thought that the second P.C. 1is a
measure of capacity utilization, or efficiency, but as
indicated below, we are unable to find any evidence of
this. It seems more likely that the width of the scatter
of points is due to the following .sources of noise:

(a) Even at the three-digit level the Standard
Industrial Classification is a somewhat crude
description of  Dbusiness activity, and each
industry group 1is a super-position of many
sub-industries and sub-markets, each with 1its
characteristic sales-assets relation. Geographic
and urban-rural differences will also contribute
to widening the spread in what is classified as a
single "industry"..

(b) Older firms will show material assets valued at
purchase price, and inflation since the purchase
will <cause the value of the assets to be
understated on the firm's books. This is
partially offset by the Ffact that older £firms
tend to have more retained earnings than newer
ones, but the net effect 1is to introduce some
noise - into the sales-assets relation, thus
causing the spread of points to be wider than
otherwise. Another source of noise 1is the
treatment of rentals and leases. Two firms,
identical except that one leases most of its
equipment and the other purchases it with a bank
loan secured by the equipment, will occupy very
different positions on the sales-assets scatter
because in the second case the equipment is
carried on the books as an asset (and the loan as
a debt), but in the first case the rental
payments are entered as operating expenses, with
no addition to assets or to debt.
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The computed values of the slope of the first principal
axis for sectors 404 and 631, for both sales and assets
triads, are shown in Table 18. 1In the case of 404, the
values. provided by the two triaddings neatly bracket the
value 1, so we have no reason to doubt that the "true”
slope is equal to 1, and hence no reason to think that
asset-utilization differs appreciably with £irm size;
this corrects the impression produced by Figure Bl.

Sector 631, however, gives a different picture: both
sales and assets triads yield slopes considerably larger
than 1, and the ad hoc confidence interval described
above is from 1.119 to 1.529, and does not include 1.
Hence we are almost certainly Jjustified in concluding
that this industry (Food Stores) does exhibit an increase
in asset-utilization with firm size. It is folklore that
large food stores tend to turn over their inventory
faster than small ones, and this seems to be confirmed by
the results here, since inventories form a substantial
part of the assets of a food store.

A look at Table Gl in the Appendix G will show that the
pattern of sector 404 is more typical than that of 631l:
indeed slopes significantly greater than 1 are the
exception rather than the rule among the 107 sectors of
Our universe. It should again be noted, however, that
the very large firms have been excluded. It is not ruled
out by our results that there are economies of scale at
the large . end in those industries where 1large firms
dominate, -

Debt vs. Assets

We are defining "debt" ‘as assets minus equity, and it
might better be called "total liabilities®, since it will
sometimes include items not normally entered as debt,
such as an advance from a shareholder (possibly - a
relative). From an economic point of view, however, this
seems the best notion of debt to use (it has the added
virtue of being the only one available in our data),
since the liabilities must be carried by someone,
regardless of the contractual details of the arrangement.
The debt-asset relation was treated in exactly the same
way as the sales-asset relation: the principal axis of
the log ~ transformed variables ‘was extracted, with the
results shown in Tables 18 and Gl. Most of the slopes
are slightly greater than 1, although not significantly

so in many cases. ‘

There could be a slight upward bias in the slopes
resulting from the same sources of error as described in
(b) above. If we (plausibly) assume that the larger end
of the size scale has a higher proportion of older firms,
with understated assets, than the lower end, and that
firms that do a lot of leasing tend to bhe toward the
lower end, it can be shown that both of these distortions
would work in the same direction on the slope of the
debt-assets line, biasing it upward. Our data provide no
way of estimating the magnitude of these effects, but
given that the estimated slopes are generally only
slightly greater than 1 it seems reasonable to conclude
that the overall picture is of no, or a very slight,
increase in indebtedness as firm size increases.
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Table 18

Values of Estimated Parameters for Sectors 404

Industry Sales Triads Assets. Triads

Slope of Principal Axis of 404 1.0972 .9464
logarithms of Sales and 631 1.4265 1.2215
Assets

Slope of Principal Axis of 404 1.0769 1.0614
logarithms of Debt 631 1.0685 -1.0456
and Assets

Intercept of Regression 404 -.010 .025
line of Profit-to-sales 631 .0397 .0177
ratio vs. first P.C.

..Slope of Same Regression 404 .0072 .0028
line 631 -.0090 .00070

Intercept of EBIT-to-Assets 404 .118 .129
Ratio vs. first P.C. 631 .142 .105

.+Slope of same regression 404 .0022 - -.0019
line 631 0011 .0032

Profit—-to-Sales Ratio vs.

Firm Size

The profit to sales ratio was regressed against the
principal components of sales and assets; results are
shown in Tables 18 and Bl, and for sector 631 a plot of
the conditional median and mean of the same ratio against
the first P.C. is shown as Chart 8., It will be seen from
the tables that most of the slopes are very near zero,
and some are negative. The negative slopes are likely to
be the result of the skewness of the conditional
distribution at the low end of the size range, a
phenomenon very well 1illustrated by Chart 8; there the
conditional mean runs well above the median at the low
end and comes close to it at the high end. This
phenomenon was found to be quite typical of most of the
sectors. Since regression lines in effect are based on
the conditional mean, there is probably a slight tendency
toward the negative in the estimated slopes. What can be
said of the results so far is that they show 1little
tendency for profit margins to vary with firm size, but
(as seen from the intercepts) a strong tendency to vary
with industry sector.

The second principal component was also included in the
regressions, and found in almost all cases to have a
significant negative <coefficient. This, however, is
explainable by a purely arithemetic effect: as the second
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'P.C.  increases holding the first P.C. fixed, sales
increase and assets decrease. Since sales is the

denominator of the’ profit-to-sales ratio, it follows,
ceteris paribus, that as sales increase the ratio will
fall;" this occurs even if the second P.C. has no
Significance for profitability. We tested the strength

of the arithmetic effect by regressing the ratio of

profit to the first P.C.' against the second ‘P.C. All

"systematic tendency for the coefficient to be negative

disappeared and most of the coefficients were
insignificant. A similar thing happened when the same
experiment was tried with the EBIT regressions described
below, and this has led us to the conclusion mentioned
above that the second principal component has little or
no efficiency content.

EBIT-to-Assets Ratio vs. Firm Size

EBIT (Earning Before Interest and Taxes) was computed as
before-tax profit + imputed interest, with interest
imputed as 9.6% of (assets - equity) (the average prime
rate 1in 1977 was 8.6%). This is of course a very.
imperfect  proxy for interest actually paid, but makes

‘economic sense as the opportunity cost of the firm's

liabilities: whoever 1s carrying the liabilities is
presumably receiving satisfaction equivalent to this
opportunity cost, whether in the form of interest
payments or some other form of satisfaction. EBIT so
defined seems therefore the best measure of the social

return which the firm 1is generating from its assets,

since it includes profit (return to equity-holders),
interest (return to debt-holders, valued at opportunity
cost) and -taxes ("return" to government). i

The EBIT-to-assets ratio was treated  similarly fo
profit-to-sales, except that two methods of estimation

-were used: Ordinary Least Squares (OLS) regression and

(3=way) principal components regression, sometimes called
"orthogonal regression". . Although strictly speaking,
these methods estimate different things, in the present
case they gave very similar results, and only the

coefficients given by the orthogonal regressions are

presented in Tables 18 and Gl. . Again, it will be seen
that size effects, as measured by the slopes, are trivial
in most cases, but there is considerable variation in the
intercepts among sectors. The second P.C. had a
consistently positive coefficient, entirely attributable
to the arithmetic effect described above.

The overall conclusion seems to be that within a given
industry, and with a few exceptions, small firms and
larger firms do not look much different. We can find
little evidence that asset-utilization, indebtedness, or
profitability shows any systematic tendency to vary with
firm size. s .
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APPENDIX A

Qualifiers for Selected Small Business Programs

The SBLA (Small Businesses Loans Act), the SBTC (Small
Business Tax Credit) and SBDB (Small Business Development
Bond) are defined in terms of limits on sales, taxable
income or. retained earnings, all of which are found on
the triad data £file. Thus it was possible to determine
the - percentage of firms in each industry that would
qualify for the programs (if they so choose). Further,
it was also possible to see- the effect of changing the
qualification criteria of the programs on the percentage
of firms qualifying.

First we define the criteria for the three programs as
they appied at the time of analysis, and note the
anomalies that apply to the data at hand. '

Small Businesses Loans Act

The Small Businesses Loans Act, administered by the
Department of Industry, Trade and Commerce, provides
default  insurance to "Designated Lenders",including
chartered banks and some other institutions, to make
loans at "prime plus one" using normal loan c¢riteria to
qualifying small businesses. Currently a small business
with annual sales of less than $1.5 million qualifies for
a loan of up to $100 thousand provided that the funds are
used for: . purchase of fixed or moveable equipment;
alteration; construction; purchase of premises, or land.
Twenty percent of the funds must be provided by the firm, -
except - for the latter two uses, where the firms
contribution may be as low as 10%. - .

For presentation ©purposes, the pefcent of - firms
qualifying in all sectors has been calculated, even if
that sector-does not meet the program criteria.

The percentage of £firms qualifying with sales of 1less -
than one, and two million dollars annually were also
computed. The former value was the effective sales
criterion in 1977, the year the data were collected,
while the latter value indicates the "“inc¢remental" effect
of raising the limit in a given year.

However, in a period of high inflation the number of
firms that cease to qualify will increase each year if
the qualifying sales limit is not also raised. Assume
that a firms' sales increase with the rate of inflation,
and -that this is entirely a price effect (i.e. not due to
increased volume). As the distribution of firm size
remains the same the curve is merely shifted to the
right. 1In year 1 a firm with $1 more than $1.5 million
of sales would not qualify for a loan. One year later a
firm with sales of $1,363,637 in year 1 would no longer
gualify (i.e. in year 2 its sales would be $1,500,001)
despite the fact that no more goods had been sold.

In five years a firm with sales of just over 1 million in
the first year (2/3 of the qualifying value) would no.
longér qualify.. Purther, since the distribution 1is
skewed right (i.e. as you move towards zero sales there
are more and more firms) an increasing number of firms
will cease to qualify each year. As Table A-1 indicates,
virtually all the Independent Canadian Controlled Small g
Medium Businesses in 1977 could qualify for an SBLA loan,




- 50 -

if they so chose (column 1 - sales limit of 1.5 million).
The percent of "qualifiers" varies from a low of 61.5% in
the Beverage industry to a high of 100% in Radio, TV and
Electrical Repair Shops. :

Column 2 shows the effect on the number of qualifiers if
the sales limit had been left at one million in 1977.
Because the size distributions are skewed (more small
than large firms) lowering the limit by $500,000 (Column
2) has more of an impact on the number of qualifers than
does raising the limit by $500,000 (column 3).

The SBLA was originally created to encourage banks to
make term loans when such loans were restricted under the
Bank Act. Since the 1967 revisions to the Bank Act the
original need for the SBLA has diminished. Loans made
under the program, however, have grown at a compound
growth rate of almost 50% a year since the interest rate
formula of "prime plus one" was introduced in February of
1978.

If the Wynant finding that most term loans (90%) are made
with rates of prime plus two or less there seems to be no
reasons why all loan applicants meeting SBLA conditions
for qualification could not be issued as loans under the
SBLA, The rapid growth in loans under this Act may
reflect the Banking system's adjustment to this general
loan insurance subsidy on the qualifying «class of
business. :

Suppose that loans of amount L are made at the beginning
of the period for a rate of "p + g" where D is the prime
rate. Assume that the net default rate at the end. of
the period (after the institutions have realized as much
of the capital as possible by selling off the collateral)
is s. The rate of return on these loans, is (p+q)
(l-s)~s. If the banks want to realize p +.004 (the 40
basis points being the extra transaction costs
attributable to making small 1loans) then equating we
have:

(1) q = s (l+p) + .004
1l=-s ‘

is the differential to charge for a given prime rate p
and risk class s. .

If these same loans are made under the SBLA then the
banks are guaranteed a return of up to (p+ 01) (assuming
that no appllcatlon in case of default is refused by the
SBLA). This is made up of two components: the first is
the interest earned from the non-default borrower at a
rate p+.0l; the second is the capital defaulted (sL) and
foregone interest (p+.01)sL provided under the SBLA.

The total subsidy paid by the SBLA is (l+p+.0l)sL. Note
that the subsidy is very sensitive to s, the net default
rate, but relatively insensitive to the prime rate p.
Doubling s for a fixed p doubles the subsidy. Doubling p
say from .10 to .20 for a fixed s, increases the subsidy
by only 9%. This subsidy is shared by the borrower and
the lending institution. The borrowers share is: \

(2) (P+q)(l-S)Lf(p+-01)(l-S)L=(q--01)(l-S)L
the difference.in interest they would have paid, versus

what they acually paid, The defaulting borrower is no
better off in either case.
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Therefore for a given risk class s, and a prime rate p we

can determine what proportion of the subsidy the borrower
receives, :

Table 1 presents the value of q for a given net default
rate s, and..,a prime rate bp. Note that g is quite
insensitive to changes in p. (doubllng in p results in g
lncrea51ng by only 10 ba51s points,s = .01) ;

Table 2 presents the borrowers percentage share of the
subsidy (the bank's share is 1 minus this amount).

If the banking system is competitive then one would
expect the rate offered under the SBLA would be less than
"prime plus one" and, in fact, egual to prime plus .004
(or whatever the extra transaction costs associated with
small loans). In this case the entlre subsxdy would be
captured by the borrower.

Table 1

_ Values of g (prime plus q)
" For a Given Risk class s, and Prime Rate p

. . s
p .01 .02 .03
.10 © ,01515 .02653 .03814
.15 .01566 .02755 ,03969
.20 | .01616 .02857 .04124
Table 2

Borrowers Percentage of the SBLA Subsidy
For Selected Prime Rates (p) and Risk Classes (s)

. S
P .Ol .02 . .03
.10 .455 730 : .820
J15 | .483 741 .828
.20 .504 752 .835

The size of the SBLA subsidy is estimated in a paper "The
Implicit Subsidy in Federal Business Financing Programs"
prepared by Edward Hughes, for the SBFR.

e
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Small Business Tax Credit (SBTC)

Canadian controlled prlvate corooratlons are entitled to
a federal tax reduction of 21 percentage points on the
first $150,000 of business income subject to a cumulative
maximum of $750,000. ' The qualifying amount is a minimum
of active business income, taxable income, net business
limit, on $150,000. The net business limit is $750,000
less the cunulative deduction account, (Accumulated
taxable income less 4/3 of dividends paid.) For most
small firms the effective constralnts on the deductlon
are taxable income or net busmness limit.

We assumed that a f£irm with egultv in excess of $750 000‘

had reached the business limit of $754, 000 (or
equivalently had a net business limit of zero). This
assumption likely excludes too many £firms from the
population of qualifiers for the SBTC.

Similarily a firm with taxable income of 1less than
$150,000 in 1977 qualifies for the tax credit. Even if a
firm's taxable income were in excess of $150,000, the
first $150,000 would still qualify for the tax credit if
the other criteria were satisfied.

Therefore, a firm was deemed to be a potentlal quallfier
for the small business tax credit if its +taxable income
was less than $150,000 and its equity less than $750,000.
Note that if two of more firms are "associated" then they
must "share" the tax credit; we have no measure of the
extent of this phenomenon. The percentage of firms by
industry not excluded from the Small Business Tax credit

is presented in Table A-2 (column l1). However, all the
firms that qualify do not necessarily benefit from the
small business tax credit. A firm must have a non-zero

taxable income before the tax credit can confer a

benefit, Because of the treatment of taxable income in
the Statistics Canada data base (all negative taxable
incomes are assigned the value zero) the only way a triad
can have zero taxable income is if the three £firms
comprising. a triad had =zero taxable income. This
proportion is significantly less than the true population
proportion. Let g be the probablllty of a firm having
"zero" taxable income. Then in a randomly constructgd
triad the ©probability  of observing a zero |is

Since we can determine the proportion p of trlads wlth
zero taxable income we have: .

1) g =p
or
q = p'/3 »
Unfortunately, triadding was not random, but based on
decreasing firm sales. Not surprisingly, within an
industry, the lower the triads' sales, the more "zero"
taxable incomes are observed. Our estimate of p, and

hence ¢, are likely too high as a consequence.

In any particular tax year, about one-half of all filing
corporations (53% in 1977) report zero taxable income or
a loss for tax purposes. Other work by the Small
Business Financing Review shows that the smaller sales
size classes have up to 61% of firms not paying taxes.



e

- 53 -

In Table I-2, column 1 presents. the percentage of firms
in an industry likely to qualify for the Small Business.
Tax Credit. Column 2 shows the estimated (pl/3) number
of firms not paying taxes in that year. Column 3 1is
column 1 minus column 2, and gives the estimated

percentage of firms likely benefiting from the tax
credit. :

While there are several estimation problems because of

‘the nature of the data, and the complexity of the small

business tax credit qualifications, the estimated
percentage of qualifiers (column 3) is indicative of the
impact of the small businesS tax credit.

‘The beneficiaries of the SBTC varies from a low of 19.7%

in the Crude Petroleum and Natural Gas Industry to a high
of 61.3% in other Transportation. Thus the $748 million
tax expenditure 1in 1977 on the SBTC benefited only a
small percentage. of the 1incorporated small business
population. " .

Small Business Development Bond

Prior to the recent budget, a firm could qualify for the
Small Business Development Bond (SBDB) if it qualified
for the small business tax credit (and was making a
qualified investment - usually to acquire land or a new
depreciable property or to finance research and
development). . ‘

.Column 1 of the Table A-2 also presents those firms which

qualify for an SBDB. Since this 4is’ wvirtually all
incorporated firms in the ."Independent" population, the
potential number of Dbeneficiaries was quite. large.
SBDB's offered at about "one-half prime plus two", in
most cases represented a substantial interest subsidy
financed by a tax expenditure (foregone tax revenue).

The éxtent of the>subsidy has been detailed in the paper
cited earlier. :
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for the small business tax credit (and was making a
qualified investment - usually to acquire land or a new
depreciable property  or to finance research and
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SBDB's offered at about "one-half prime plus two", in
most cases represented a substantial interest subsidy
financed by a tax expenditure (foregone tax revenue).

The extent of the subsidy has been detailed in the paper
cited earlier.
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240
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¢ TABLE A-1

Under the Small Businesses Loans Act

INDUSTRY

LOGGING & RELATED SERVICES
METAL & NON-METAL MINES & QUARRIES
CRUDE PETROLEUM & NATURAL GAS

DRILLING & MISC. SERVICE
INCIDENTAL TO MINING

MEAT, POULTRY & FISH PROD.
FRUIT & VEGETABLE PROCESSING
DAIRY PRODUCTS INDUSTRY

FEED INDUSTRY

BAKERY PRODUCTS INDUSTRY
BEVERAGE INDUSTRY
MISCELLANEOUS FOOD INDUSTRY

PLASTICS FABRICATING INDUSTRY,
NES

LEATHER PRODUCTS INDUSTRY

TEXTILE INDUSTRY

HOSIERY & KNITTING MILLS

CLOTHING INDUSTRY

MISCELLANEOUS CLOTHING INDUSTRY
PLYWOOD & WOOD MILLING INDUSTRY
MISCELLANEOUS WOOD INDUSTRY
HOUSEHOLD FURNITURE MANUFACTURERS

MISCELLANEOUS FURNITURE & FIXTURES
MANUFACTURERS

PAPER BOX, BAG & MISCELLANEOUS
PAPER CONVERTERS

COMMERCIAL PRINTING
PUBLISHING ONLY
PUBLISHING AND PRINTING

S/

e e ——————

The Percentage of Incorporated Independent Canadian Controlled
Small and Medium Firms Qualifying for a Small Business Loan

(millions)
$1.5 $1.0 $2.0
Sales Sales Sales
Limit Limit Limit
% OF FIRMS QUALIFYING
93.3 88.1 95.4
89.5 83.7 93.0
94.2 91.3 95.3
92.2 87.8 94.9
69.0 60.2 73.1
73.4 65.3 79.6
63.4 55.3 71.4
67.5 52.0 74.5
92.6 89.0 93.9
61.5 49.4 72.5
(A 70.9 80.6
82.2 75.1 37.8
72.9 63.5 79.6
81.2 74.9 84.6
62.2 50.0 69.5
75.0 64.1 80.9
87.3 80.2 91.2
77.0 69.4 82.1
91.0 86.4 94.8
89.6 84.2 93.2
78.7 70.6 85.3
67.9 57.5 75.4
93.3 88.8 95.8
95.7 94.1 97.3
93.5 88.7 94.7
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(millions)

$1.5 $1.0 $2.0
: Sales _Sales Sales
. IBC CODE INDUSTRY Limit Limit Limit

% OF FIRMS QUALIFYING

290 IRON AND STEEL MILLS, SMELTING 79.0 71.6 82.7
: AND REFINING
300  BOILER, PLATE & STRUCTURAL STEEL 1 69.7 63.1 - 77.6
304  METAL STAMPERS, PRESSING AND 85.6 78.0 90.0
COATING INDUSTRY
305 WIRE & WIRE PRODUCTS 82.5 73.0 89.0
MANUFACTURERS
308  MACHINE SHOPS 94.0 91.4 96.3
309  MISCELLANEOUS METAL 84.8 78.0 88.2
FABRICATING INDUSTRY ,
314  MISCELLANEOUS MACHINERY & 83.4 76.0 89.0
EQUIPMENT MANUFACTURERS |
319  MOTOR VEHICLE, TRUCK BODY & . T77.5 68.5 82.0
TRAILER MANUFACTURERS -
. 320 OTHER TRANSPORTATION PRODUCTS 85.7 78.5 88.1
' : MANUFACTURERS
330  SHIP BUILDING, BOAT BUILDING 94.0  87.0 °  96.0
AND REPAIR
337  COMMUNICATIONS EQUIPMENT MNFG. 86.2 77.6 88.0
341  ELECTRICAL PRODUCTS, OFFICE AND 85.7 79.8 89.1
- STORE EQUIPMENT MANUFACTURERS
349 CLAY OR STONE PRODUCTS : 93.6 91.0 96.1
350 READY-MIX CONCRETE : 79.5 65.0 84.1
354  CONCRETE PRODUCTS MANUFACTURERS 86.2 78.0 90.3
356  GLASS PRODUCTS & MISC. METAL  87.6 77.9 91.7
PRODUCTS
380  MISC. CHEMICALS AND PETROLEUM . 80.1 72.8 84.3
PRODUCTS -
392  JEWELLERY AND SILVERWARE INDUSTRY 89.0 84.0 92.0
393  SPORTING GOODS AND TOY INDUSTRY © 83.6 80.0 89.1
397  SIGNS AND DISPLAYS INDUSTRY 96.1 93.0 98.0
' 399  MISC. MANUFACTURING INDUSTRIES, 91.6 86.1 93.8
NES _
404  BUILDING CONSTRUCTION 92.3 88.0 94.4
406  HIGHWAY, BRIDGE AND STREET 81.7 75.8 85.0

MAINTENANCE
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(millions)
$1.5 $1.0 2.0
Sales Sales Sales
IBC CODE INDUSTRY Limit Limit Limit

l.l_._. @

% OF FIRMS QUALIFYING

409 OTHER CONSTRUCTION 86.5 81.2 89.6

421  SPECIAL TRADE CONTRACTORS © 95.1 91.4 96.8

500 WATER, RAIL & PIPELINE 93.3 91.3 96.0
TRANSPORTATION

501 AIR TRANSPORTATION 91.0 87.0 93.1

502 SERVICES INCIDENTAL TO AIR 98.5 96.1 99.2
TRANSPORTAT ION

507 TRUCK TRANSPORT . 94.5 91.2 96. 4

510 TRANSIT SYSTEMS 94.3 92.0 95.4

512 TAXI CAB OPERATIONS 98.5 97.0 99.0

519 OTHER TRANSPORTATION 97.0 93.5 98.0

520 MISCELLANEOUS SERVICES 93.1 87.7 95. 4
INCIDENTAL TO TRANSPORT -

® 525  STORAGE AND WAREHOUSING, 96.0  91.7 96.5

INCL. GRAIN o :

543 RADIO AND TELEVISION 88.2 81.0 91.1
BROADCASTING -

560 -MISCELLANEOUS COMMUNICATION 97.0 94.5 98.5
& UTILITIES . -

608  WHOLESALERS OF PETROLEUM 91.2 86.1 94.4
PRODUCTS, COAL AND COKE

611  WHOLESALERS OF PAPER AND 77.0 69.0 81.0
PAPER PRODUCTS

614 WHOLESALERS OF FOODS 70.0 61.2 76.6

615 WHOLESALERS OF TOBACCO PRODUCTS 39.6 31.0 45.0

616  WHOLESALERS OF DRUGS AND 84.7 79.0 89.0

TOILET PREPARATIONS

618 WHOLESALERS OF HOUSEHOLD 82.5 76.3 86.1
FURNITURE AND FIXTURES '

619 WHOLESALERS OF MOTOR VEHICLES 83.2 74.4 87.8
AND ACCESSORIES

‘ : 620 WHOLESALERS OF APPAREL AND DRY 83.0 75.0 87.0
B GOODS & GENERAL MERCHANDISE
621 WHOLESALERS OF ELECTRICAL - 85.0 79. 89.0
MACHINERY & EQUIPMENT

ot
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. (millions)

31.5 $1.0 $32.0
Sales Sales Sales
. IBC CODE INDUSTRY Limit Limit Limit

% OF FIRMS QUALIFYING

622  WHOLESALERS OF FARM MACHINERY 75.0 62.1 83.0
AND EQUIPMENT | '
623  WHOLESALERS OF MACHINERY 88.4 82.3 92.1
AND EQUIPMENT, NES
624  WHOLESALERS OF HARDWARE, 84.0 79.0 87.4
DLUMBING & HEATING EQUIPMENT '
625 WHOLESALERS OF METAL & METAL 80.1 72.0 83.3
DRODUCTS, NES
626  WHOLESALERS OF LUMBER AND ‘ 80.4 71.5 86.1
BUILDING MATERIAL »
627  WHOLESALERS OF SCRAP AND 91.0 84,0 92.7
WASTE MATERIAL
629 WHOLESALERS, NES 192.0 87.5 94.3
631 FOOD STORES 88.6 81.3  93.0
® 642 GENERAL MERCHANDISE STORES 86.0 79.6 89.5
652  TIRE, BATTERY & ACCESSORIES 88.6 84.0 92.0
STORES '
654 GASOLINE SERVICE STATIONS | 98.0 95.0 99.0
656 MOTOR VEHICLE DEALERS 0.0 50.0 68.0
658 MOTOR VEHICLE REPAIR SHOP 97.0 99.2 99.7
663 SHOE STORES 97.5 95.1 98.3
665 MEN'S CLOTHING STORES AND 97.0 94.4 98.0
CUSTOM TAILOR SHOPS
667 WOMEN'S CLOTHING STORES 97.0 94.0 97.4
669 CLOTHING & DRY GOODS STORES, 96.0 93.2 97.0
“NES v
676  HOUSEHOLD FURNITURE AND 96.3 92.4 98.0
APPLIANCE STORES
678 RADIO, TV & ELECTRICAL | 100.0 98.0 100.0
APPLIANCES REPAIR STORES
631 DRUG STORES 95.6 89.4 97.5
. ' 91 BOOK & STATIONERY STORES 97.8 94.7 98.2
692  FLORISTS' SHOPS 99.2 98.0 99.2

694 JEWELLERY STORES & REPAIR 98.4 97.0 99.3
SHOPS .




. (millions)
$1.5 $1.0 $2.0
Sales Sales Sales
. IBC CODE INDUSTRY Limit . Limit Limit

% OF FIRMS QUALIFYING

697 TOBACCONISTS . 96.5 95.0 98.2

699 RETAIL STORES, NES 96.6 93.5 98.0

850 | MISC. AMUSEMENT AND : 98.1 96.6 99.0
RECREATION SERVICES

862 ADVERTISING SERVICES 94.1 92.0 96.3

869 MISC. SERVICES TO BUSINESS 98.7 98.0 99.2
MANAGEMENT

872 BARBER AND BEAUTY SHOPS 99.7 898.5 998.7

874 LAUNDRIES, CLEANERS AND 98.5 97.4 99.0
PRESSERS (EXPT. SELF-SERVICE) ’

879 MISC. PERSONAL SERVICES ‘ 85.0 98.0 99.5

880 HOTELS, MOTELS, ETC. 97.4 85.0 98.4

893 PHOTOGRAPHIC SERVICES, NES. 97.3 95.7 98.0

. 896 BLACKSMITHING & WELDING SHOPS 89.0 97.2 99.3

897 MISC. REPAIR SHOPS _ 96.3 g4.1 - 98.0

808 SERVICES TO BUILDINGS AND . 98.0 85.3 99.0
DWELLINGS '

899 MISCELLANEQUS SERVICES 96.4 94.3 97.6
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- TABLE A-2

Qualifying For The Small Business Tax Credit,

or Small Business Development Bond

The Percent of Incorporated Independents & Self-Employment Firms

Estimated
' Percentage
Estimated of Firms
INDUSTRY TITLE Percentage Likely to
Firms of Firms Benefit From
Qualifying with no The
for SBTC Taxable Small Business
and SBDB Income Tax Credit
(% of Firms)
LOGGING & RELATED SERVICES 98.9 59.6 39.3
METAL & NON-METAL MINES & QUARRIES 90.7 57.1 33.6
CRUDE PETROLEUM & NATURAL GAS 83.7 84.0° 19.7
DRILLING & MISC. SERVICE 96.3 "52.2 44,1
INCIDENTAL TO MINING ;
MEAT, POULTRY & FISH PROD. 93.1 52.4 40.7
FRUIT & VEGETABLE PROCESSING 91.8 65.9 25.9
DAIRY PRODUCTS INDUSTRY 93.8 44,6 49,2
FEED INDUSTRY 93.5 46.1 47.4
BAKERY PRODUCTS INDUSTRY 97.6 48,5 49.1
BEVERAGE INDUSTRY 87.9 47.9 40.0
MISCELLANEOQOUS FOOD INDUSTRY 93.2 52.6 40.8
PLASTICS FABRICATING INDUSTRY, NES 94.9 682.9 32.0
LEATHER PRODUCTS INDUSTRY 89.8 40.8 49.0
TEXTILE INDUSTRY 91.6 54.6 37.0
HOSIERY & KNITTING MILLS 86.6 52.7 33.9
CLOTHING INDUSTRY 94.6 46.3 48.3
MISCELLANEOUS CLOTHING INDUSTRY 97.6 48.1 49.5 .
PLYWOOD & WOOD MILLING INDﬁSTRY 90.1 53.9 36.2
MISCELLANEOUS WOOD INDUSTRY 96.1 58.5 37.6
HOUSEHOLD FURNITURE MANUFACTURERS 97.0 82.1 34.9
MISCELLANEOUS FURNITURE & FIXTURES 94.1 56.9 37.2
MANUFACTURERS
PAPER BOX, BAG & MISCELLANEOUS. 88.7 48.3 40.4

PAPER CONVERTERS
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The Percent of Incorporated Independents & Self-Employment Firms
Qualifying For The Small Business Tax Credit,

or Small Business Devélopmegt Bond

: ’ Estimated
. ' Percentage
) ) Estimated of Firms
1BC INDUSTRY TITLE Percentage Likely to
Firms of Firms Benefit From
Qualifying with no The
* for SBTC - Taxable Small Business
and SBDB Income Tax Credit

(% of Firms)

286 COMMERCIAL PRINTING 98.2 57.1 41.1

288 PUBLISHING ONLY 97.9 59,1 38.8

289 PUBLISHING AND PRINTING 95.9 ‘ 60.0 35.9

290 IRON AND STEEL MILLS, SMELTING 87.7 55.7 32.0
AND REFINING

300 BOILER, PLATE & STRUCTURAL - 86.8 45.1 41,7
STEEL

304 METAL STAMPERS' PRESSING AND 95,2 48.5 63.5
COATING INDUSTRY ,

305 WIRE & WIRE PRODUCTS © 95.2 31.7 37.6

‘ MANUFACTURERS : .

308 MACHINE SHOPS ' 98.4 57.6 42.0

309 MISCELLANEOUS METAL 93.5 56.4 38.9
FABRICATING INDUSTRY ‘

314 MISCELLANEOUS MACHINERY & 92,7 61.8 30.9
EQIPMENT MANUFACTURERS

319 MOTOR VEHICLE, TRUCK BODY & 94.4 61.8 35.7

: TRAILER MANUFACTURERS ' : ~

320 OTHER TRANSPORTATION PRODUCTS 92.9 58.7 28.8
MANUFACTURING

330 SHIP BUILDING, BOAT BUILDING 96.0 ’ 64.1 40.4
AND REPAIR

337 COMMUNICATIONS EQUIPMENT MNFG. 93.1 55.6 30.6

341 ELECTRICAL PRODUCTS, OFFICE AND 94.1 62.5 A 35.1

349 CLAY OR STONE PRODUCTS 97.4 59.0 43,2

350 READY-MIX CONCRETE 94.3 54.2 42.3

34 CONCRETE PRODUCTS MANUFACTURERS 95.2 52,0 40.9

356 GLASS PRODUCTS & MISC. METAL 97.4 54.3 41.7
PRODUCTS

380 MISCELLANEOUS CHEMICALS AND 90.6 . 55,7 34.9

PETROLEUM INDUSTRY
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The Percent of Incorporated Independents & Self-Employment Firms
Qualifying For The Small Business Tax Credit,

or Small Business Development Bond

' _Estimated
Percentage
_Estimated of Firms
IBC INDUSTRY TITLE Percentage Likely to
Firms of Firms Benefit From
. Qualifying with no The
for SBTC Taxable Small Busines
and SBDB Income Tax Credit

(% of Firms)s

392 JEWELLERY AND SILVERWARE INDUSTRY 96.0 . 57.5 38.5
393 SPORTING GOODS AND TOY INDUSTRY 96.4 62.0 34.4
397 SIGNS AND DISPLAYS INDUSTRY 99.2 45.5 53.7
399  MISC. MANUFACTURING INDUSTRIES, 97.0 62.1 34.9
NES :
404 BUILDING CONSTRUCTION 99.0 59.7 ’ . 39.3
406 HIGHWAY, BRIDGE AND STREET 92.1 57.7 . 34.4
MAINTENANCE ‘
409 OTHER CONSTRUCTION 96.2 59.0 | 37.2
.;21 SPECIAL TRADE CONTRACTORS 99.4 57.6 T 41.8
500 WATER, RAIL & PIPELINE ‘ 96.7 64.0 _ 32.7
TRANSPORTATION 3
501  AIR TRANSPORTATION 96.2 71.7 24,5
502 SERVICES INCIDENTAL TO AIR 99.2 74.2 25.0
TRANSPORTATION
507 TRUCK TRANSPORT 99.2 59.5 39.7
510 TRANSIT SYSTEMS 98.9 45.0 53.9
512  TAXI CAB OPERATIONS 99.5 67.5 : 32.0
519 OTHER TRANSPORTATION 99.6 38.3 61.3
520 MISCELLANEOUS SERVICES 99.3 62.1 37.2
INCIDENTAL TC TRANSPORT
525  STORAGE AND WAREHOUSING, 99.3 55.6 43,7
INCL. GRAIN
543 RADIO AND TELEVISION 90.5 48.2 42.3
BROADCASTING
80 MISCELLANEOUS COMMUNICATION 93.5 56.5 37.0
‘ & UTILITIES "

608 WHOLESALERS OF PETROLEUM 98.6 | 48.3 50.3
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620
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622
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624

625

626
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. TABLE A-2

The Percent of Incorporated independe

-,

Qualifying For The Small Business Tax Credit,

or Small Business Development Bond

INDUSTRY TITLE

WHOLESALERS OF DAPER AND
PAPER PRODUCTS

WHOLESALERS OF FOODS
WHOLESALERS OF TOBACCO PRODUCTS

WHOLESALERS OF DRUGS AND
TOILET PREPARATIONS

WHOLESALERS OF HOUSEHOLD
FURNITURE AND FIXTURES

WHOLESALERS OF MOTOR VEHICLES
AND ACCESSORIES

WHOLESALERS OF APPAREL AND DRY
GOODS & GENERAL MERCHANDISE

WHOLESALERS OF ELECTRICAL
MACHINERY & EQUIPMENT

WHOLESALERS OF FARM MACHINERY
AND EQUIPMENT

WHOLESALERS OF MACHINERY
AND EQUIPMENT, NES

WHOLESALERS OF HARDWARE,
-PLUMBING & HEATING EQUIPMENT

WHOLESALERS OF METAL & METAL
PRODUCTS, NES

WHOLESALERS OF LUMBER AND
BUILDING MATERIAL

WHOLESALERS OF SCRAP AND
WASTE MATERIAL

WHOLESALERS, NES
FOOD STORES
GENERAL MERCHANDISE STORES

TIRE, BATTERY ¥ ACCESSORIES

nts & Self-Employment Firms

Estimated
) Percentage
Estimated of Firms
Percentage Likely to
Firms i of Firms Benefit From
Qualifying with no The ,
for SBTC Taxable Small Business
and SBDB “Income Tax Credit
(% of Firms)
94.0 44,8 49.2
97.9 50.0 47.9
93.1 46.4 46.7
97.6 48.3 49.3
96.9 ' 58.1 38.8
97.3 46.6 50.7
96.0 47.0 49.0
95.2 58.2 37.0
99.1 , 44.3 54.8
97.8 , 55.2 -42.6
95.9 49.0 46,9
91.7 . ' 48 .7 43.0
95.3 49.3> 46.0
97.4 51.5 45,9
98.9 55.7 43.2
99.7 55.3 44,4
96.4 50.4 46.0
99.9 51.7 48,2




654
656

658
663

665

667

669

"i76

678"

681

692

694

697

699

850

862

869

R72

B7a
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The Percent of Incorporated Independents & Self-Employment Firms

-

Qualifying For The Small Business Tax Credit,

or Small Business Development. Bond

INDUSTRY TITLE

GASOLINE SERVICE STATIONS
MOTOR VEHICLE DEALERS

MOTOR VEHICLE REPAIR SHOP

SHOE STORES

MEN'S CLOTHING STORES AND
CUSTOM TAILOR SHOPS

WOMEN'S CLOTHING STORES

CLOTHING & DRY GOODS STORES,
NES -

HOUSEHOLD FURNITURE & APPLIANCE
STORES '

RADIO,; TV & ELECTRICAL
APPLIANCES REPAIR STORES

DRUG STORES
BOOK & STATIONERY STORES
FLORISTS' SHOPS

JEWELLERY STORES & REPAIR
SHOPS

TOBACCONISTS
RETAIL STORES, NES

MISC. AMUSEMENT AND
RECREATION SERVICES

ADVERTISING SERVICES

MISC. SERVICES TO BUSINESS
MANAGEMENT

BARBER AND BEAUTY SHOPS

LAUNDRIES, CLEANERS AND .
PRESSERS (EXPT. SELF-SERVICE)

MISC. PERSONAL SERVICES

Estimdted
Percentage
Firms ‘of Firms
. Qualifying with no
for SBTC Taxable
and SBDB Income
99.9 56.6
98.5 52.0
99.9 58.0
98.9 57.0
99.2 50.4
98.7 53.2
99.1 57.9
99.8 55.2
100.0 83.8
99.9 39.6
100.0 60.5
100.0 60.1
100.0 49.3
100.0 - 59.5
99.9 62.0
98.8 68.1
98.7 59.0
99.6 51.1
100.0 61.5
99.4 62.4
98.9 51.5

- Estimated
Percentage
of Firms
Likely to
Benefit From
The
Small Business
- Tax Credit
(% of Firms)

| 43.3
46.5
41.9
41.9

48.8

45.5
41.2

44.6
46.2
60.3
39.5

'39.9
50.7

40.5
37.9

30.7

39.7
48.5

38.5
37.0

>

47.
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The Percent of Incorporated Independents & Self-Employment Firms

Qualifying For The Small Business Tax Credit,

or Small Business Development Bond

INDUSTRY TITLE

HOTELS, MOTELS, ETC.

PHOTOGRAPHIC SERVICES, NES.
BLACKSMITHING & WELDING SHOPS
MISC. REPAIR SHOPS

SERVICES TO BUILDINGS AND
DWELLINGS

MISCELLANEOUS SERVICES

Estimated

Percentage
Estimated of Firms
Percentage Likely to
.Firms of Firms Benefit From
Qualifying with no The
for SBTC Taxable Small ‘Business
and SBDB Income Tax Credit
' % of Firms)
99.4 62.0 37.4
99.2 65.2 34.0
100.0 57.1 42,9
100.0 " 56.0 44.0
99.8 6l1.5 38.3
99.2 54.4 34.8
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APPENDIX B

Loan Size, Interest Burden and Debt Structure

Average indebtedness and interest burden of a firm are

important for arguments about financial gaps. -This
Appendix examines the average term loan and operating
loan size of firm for very aggregated data. Unlike the
earlier analyses, this appendix uses the unweighted T2
corporations sample file. Catalogue 61-207, Corporate
Financial Statistics, Statistics Canada explains the
derivation of this sample in detail. ‘

The population of interest is "normal" firms. These are
firms whose sales-assets relationship suggest that they
are not start-ups, turn-arounds or dying firms. - Given
the data source this classification of normal Ffirms is
somewhat crude.

Loan Size

Loan size represents the average short and long term bank
indebtedness of a firm, and not the average loan size per
se. Table 1 presents the average operating and term loan
size outstanding by firm class. For the 'smallest size
class at least 52% of the firms do not have a bank loan
of any type, although they may have a loan from another
institution or investor. OFf those that do. have a loan,
most have operating loans.

As firm size grows the percent of firms without a bank
loan drops steadily to about 10%. These are minimun
values. ~Since the calculations were made on aggregate
data it was not possible to determine the number of firms
with both an operating and a term loan. About 70% of the
larger firms have an operating loan and 20% have a term
loan. If a firm with a term loan also has an operating
loan then the number of firms without a bank 1loan is
significantly understated in the larger size <classes.

For instance, for those firms with sales in excess of 25.

million and assets greater than 10 million, the percent
of firms without a bank loan could be as high as 36%
(15.5 + 20.7).

Generally, the average term indebtedness outstanding is

less than the average operating line for those firms with’

a loan of that type. The two largest classes are the
exception,

Interest Burden

Interest burden reflects the cost of borrowed Ffunds as a
percent of total expenses. (see technical notes). In a
period of inflation those firms which have borrowed long
will see interest expense as a percent of total expense
fall, whereas firms who borrow short (for whatever
reason) may experience a relative increase in interest
burden.

As Table 2 indicates, over 55% of normal firms with sales
of less than $100 thousand paid no interest at all. Even
a third of firms with sales less than $250,000 paid no
mortgage, bond or loan interest of any type. In fact it
is possible that as much as 20% of the largest firms in
the T2 sample file have no interest bgaring debt.




Sales
Class

1-100K
100-250K

250-500K

500K-1M

1IM-5M
SM-10M
10M-25M

25M plus
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Average Loan Size Approximate Core Firms
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TABLE 1

1977 T2 Sample File

Assel
Class
250K
250K

250K
250K-1M

250K-1M

250K~ 1M
1M-5M

1M—5M
5M-10M

S5M-10M
10M plus

10M plus

Minimum %

of Firms

Without a
Bank Loan

52.4%
31.0

28.0
19.4

21.4

Operating Loan

of
firms
40.1%
58.2

61.6
65.1

65.1

65.8
70.8

72.0
72.2
68.2

63.8

size

(000s)

$14.0

20.7

28.1
72.3

91.3

124.6
339,0

480.4

1168.2

1248.2
2518.9

6442.2

Term lLoan

%
of
firms

7.0%

10.7

size

('000s)

$17.5
22.9

21.8
78.0

71.8

68.2
2568.2

403.0
947.7

878.6
3926.4

7439.5
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TABLE 2
Adjusted Interest Burden for those
Firms Paying Interest: Approximate core Firms,

T2 Sample File, 1977

Minimum Maximum

Overall Not Adjusted Not Adjusted

Sales and Asset Number of Interest Paying Interest Paying Interest

Class Class Firms Burden(%) Interest Burden * Interest Burden
1-100K 250K 2020 3.2 - 55.0 7.1 60.0 8.0
100-250K 250K 1377 1.8 29.8 2.5 37.9 2.8
250-500K 250K 831 1.3 18.7 l.6 29.6 1.8
250K—-1M 541 3.6 8 3.6 27.7 5.0
S00K~-1M 250K-1M 995 : 1.8 4.6 1.9 23.8 2.4
1M-5M - 250K-1M 1039 1.0 5.5 1.1 22.4 1.3
1M-5M 1819 1.9 0.0 1.9 21.7 2.4
5M—10M 1M-5M 546 1.1 0.0 1.1 20.1 1.4
' 5M-10M 608 2.3 0.0 2.3 24.8 3.1
10M-25M 5M-10M 780 o1 . 0.0 1.1 25.5 1.5
10M plus 712 3.5 0.0 3.5 .26.4 4.8
25M-50M 10M plus 552 2.2 6.0 2.2 24.3 2.9
50M-100M 10 plus 323 2.4 0.0 2.4 22.3 3.1
100M plus 10 plus 374 3.7 0.0 3.7 20.3 4.7
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However, of firms that do pay interest, firms with sales
less than $100,000 have the highest average interest
burden. This apparent anomaly can be explained by
examining the debt structure of these firms (see Table
3). Most of the "core firms" have 30% to 40% of their
liabilities in the form of equity. The smallest class of
firms (line 1, Table 3) average only 10%. The "missing"
equity, can be found under "Due to Affiliate and
Shareholders". The owners of small £firms appear to
advance capital to the business in the form of a loan
rather than equity. Their return on this investment,
however, appears on the company's books as interest
payments and not dividénds. As a consequence the average
interest burden of these firms is overstated. To correct
this, interest payments made for shareholder loans would
have to be excluded from the calculations., This is not
possible with the available date.

The high average interest burden of the smallest firms
may in part be due to the higher interest rates small
firms pay to compensate lenders for the greater risk.
Other work for the Review indicates that the rates
smaller firms pay just compensates for the extra risk and
administration costs, and averages about one-half of one
percent. From a technical point of view, if firms with
interest bearing debt tend to have more expenses than
those without interest bearing debt, then the average
interest burdens presented in Table 2 are too high (since
the calculations are based on average total expenses).
Thus the fewer firms paying interest the more biased
upwards the flgures may be.

Most of the smallest businesses, however, are protected
from sudden shifts in interest rates since they have no
interest bearing debt at all.

Debt Structure

The average debt structure is remarkably similiar across
size classes. There appears to be slight trend in the
proportion of total liabilities held as equity (paid in
capital plus retained earnings) as firm size increases.
Note that a large proportion of the "equity" in  the
smallest size. class appears as a long term loan from
shareholders.

The similarity of the average debt structure is likely to
be misleading, particularily in the smaller size classes.
From earlier tables it is evident that a large proportion
of firms in the smaller size classes do not have any form
of interest hearing debt. The liability side of the
balance sheet for these firms, then consists of very few
items (equity, accounts payable, due to shareholder,
other). Thus the debt structure in Table 3 is an

"average" of two populations of firms; one group with a
very ' limited balance sheet, and the other group with a
"full" balance sheet. This phenomenon may be due to the
industry mix in each size class. As these figures cannot
be adjusted to account for this £fact the debt structure
should be viewed as indicative only.
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Table 3

Percent Distribution of Liabilities for "Normal™ Firms

Due to
Affili-
Due to ates &
Bank Other Affili- Share- Bank Other
Sale Assetl- Number of Loans loans Accounts ates holders loans Funded Loans . Other Total
Class Class Firms Equity (Short) (Short) Payable (Short) . (Long) Mortages (Long) Debt (Long) Liabilities Liabilities
: Term Term .
100K 250K 2020 10.1 12.4 1.7 11.1 6.7 26.9 6.1 2.9 .6 13.9 7.6 100.0
100-250K] 250K 1377 23.0 13.6l 1.1 17.8 7.1 14.7 4.8 2.8 .4 6.3 3.0 100.0
250-500K 250K 831 33.0 13.6 1.2 22.2 3.8 12.1 4,0 1.7 1.2 5.8 2.3 100.0
250K -1M 541 30.7 11.3 1.5 12.4 4.3 9.7 9.0 2.9 2.1 8.3 7.8 100.0
500K-1M | 250K-1M a95 34.0 13.0 1.3 17.9 4.1 9.0 4.5 2.1 1.1 5.4 6.7 100.0
1M-5M 250K -1M 1039 35.1 13.2 3.0 23.3 4.9 6.0 2.7 1.2 .7 3.3 6.6 100.0
1M-5M 1819 33.3 13.1 4.8 17.1 5.7 7.2 4.1 2.3 2.3 5.4 4.7 100.0
5M-10M 1M-5M 546 34.4 12.7 3.3 19.9 6.7 5.7 1.9 2.0 1.2 3.8 8.4 100.0
5M-10M 608 36.7 11.9 1.2 13.9 7.6 7.6 3.2 3.1 1.9 4.1 8.8 100.0
10M-25M | 5M-10M 780 ‘36.8 12.5 2.1 ‘ 18.5 7.7 6.3 1.9 2.2 1.4 2.6 8.0 100.0
10M plus T2 39.4 7.6 .4 9.3 5.5 7.9 1.9 4.0 5.2 9.1 9.7 100.0
| 25M-50M | 10M plus 552 40.4 7.2 .9 10.0 6.7 12.2 1.2 3.3 3.6 3.9 10.6 100.0




Technical Notes

The various percentades presented in the tables are based
on industry totals, rather “than totals for firms
reporting only these characteristics. (This is a matter
of default rather than choice). As a consequence the
averages may be understated. For example, if 50% of the
firms report interest expense while the other 50% do not

then the interest burden as a percent of total expense

for those paving interest will 1ikely be understated.

Assumlng that the magnitude of total expense for a firm

is independent of interest expense, then in this example
the calculated interest burden would be multiplied by a
factor of two. However, a "large" proportion of firms
not paying interest 1is an important observation in its
own right. ’

With respect to the interest calculations the data do not

allow us definitely to determine those firms which did
not pay interest. Only a lower or upper bound is
possible as the example below indicates:

Sales Class: 100 - 250 thousand dollars

Asset Class: 250 thousand dollars or less
Interest Item Expense ¥ of Pirms
Bond interest 39 8 (A)
Mortgage interest 468 104 (B)
Other interest 3,453 ' 885 (C)
Total 3,960 967

Total Expenses 226,892 Total firms 1,377

interest expense = 3960,/226,892 = 1,75%
minimum not paying intérest =
1377 - minimum of (A+B+C, 1377)= 410

welighting factor = 1337 =1.424
(1377-410)

interest expense :
of those paying interest = 1,424 x 1.75% = 2.49%

From the calculations we see that a minimum of 29.8% of
the firms paid no interest at all (410/1377). If we
assume that those who pay bond and mortgage interest also

pay "other" interest then the maximum number of firms not

Paying interest is 522, representing 37.8% of the sample.
.Using this latter assumption the average interest burden
would be 2.82%. These calculations arise from the
following formulae: '

[}

a) interest cost interest costs
as a 3 of total expense total expense X 100

where the sums are over all firms in a oartlcular class
of normal firms.

b) interest cost based on a minumum number of firms not-

paying interest =

a) total number of firms
total number of firms - minimum not oaylng interest

Note: that this formulation 1is equivalent to the
maximum number of f£irms paying interest.
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c) interest cost based on a maximum number of flrms not

paying 1nterest =

a).x total number of firms
(total number of firms - maximum not paying interest

Arranging these data in a table we have:

Sales Class: 100K -~ 250K
Asset Class: 250K
N = 1377

Average Interest Expenses $1.75%
Minimum % not Paying Interest 29.8%
Maximum % not Paying Interest 37.8%
Minimum Interst Burden- 2.49%
Maximum Interest Burden - 2.82%

Data, such as that above, have been providedifdr "normal"
firms only, in Table 2. i .

Definitions

Interest Cost

Interest cost, as reported on the expense statement
includes the total of:

i) bond interest and discount
ii) mortgage interest and discount
1ii) other interest

"Other Interest" includes interest paid on all types of
loans. : C ' Lo

Total Expenses

Total Expensés includes all operating expenses ,(totdl
deductions) but excludes the provision for current and
deferred Canadian tazes. o

Short Term Bank Loans

Include bank over-drafts and outstanding cheques, as well
as current loans from Canadian chartered banks. o

Short-term Loans

Are those owing to individual shareholders, foreign banks,
finance companies, governments and corporations other- then
affiliates and Canadian chartered Dbanks. Guaranteed
certificates and deposit 1liabilities, in the case of
deposit accepting iastitutions, ‘are shown here, as are
chattel mortgages. : ‘

Adcount Payable

Includes only amounts designated as trade accounts payable
and trade notes payable. Trade amounts owning to-
affiliated companies and to incorporated joint veantures
are cash dividends payable and interest payable on income
bonds and debentures.




Due to Affiliates

‘Include trade accounts payable and other amounts due to

affiliated companies and to Jjoint ventures (except
dividends).

Short—term Due to Shareholders or Affiliates

R

Includes all non-current debt, remuneration or mortgages
due to shareholders or affiliated companies. '

Long-term Bank Loans

Represents long-term bank loans from Canadian chartered
banks, 1including loans secured by a chattel mortgage.
Foreign bank loans are included under other loans.

Mortgages S Tl e

Consists of total mortgage debt outstanding on real

‘estate, except that due to affiliates.

Funded Debt

Total bond and debenture debt except that owing to
affiliated corporations.

Other Liabilities

Residually dtermined, by subtractihg equity, and the other
liability items from "total liabilities and equity".

Equity

Consists of preferred and common shares, retained
earnings, contributed surplus and other surplus.

Data Sources

The data are taken from the 1977 T2 sample file and
includes data from all firms except financial
corporations. The calculations (average interest burden,
debt structure, average loan size) should be viewed only
as indicative since the industry mixture is unlikely to be
similar in each sales-asset cell. '

In cases where three or 1less firms reported interest
expense in one of the three categories the data was
suppressed by Statistics Canada in a manner to avoid
residual disclosure. The net effect is to understate
average interest cost in some cells, Any effects are
negligible.
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APPENDIX C )

The PerEentage Distribution of Firms and Sales

- by Firm Type Within a Sector: 107 Industries,
1977/78 Data '

The following table presents the percentage distribution
of:

1) self-employment firms

2) Independent Canadlan Controlled ‘Small and Medium
businesses .

3) Affiliates and Small & Medlum Foreign Plrms

4) Large Scale- Flrms e .

within a sector. The percent of sector ‘sales accounted
"for by each type is also reported. At the end of each
row the number of firms in the sector and total sector
sales are recorded. For example, the Logging and Related
Services industry had almost 75% (54.9%. + 9.4%) of its
firms ' classified as self-employment firms, yet they
represented only 13% (10.9 + 2.,1) of sector sales. In
total there were some 8 382 firms reportlng $1.8 billion
in sales. '

Note that theoercentaces may not sum to 100 due to
_roundlng.




PERCENT DISTRIBUTION OF FIRMS AND SALES BY TYPE OF FIRM

TABLE C1

AFFILIATES

SELF EMPLOYMENT | INDEPENDENT CANA- LARGE GRAND| ACTUAL
FIRMS DIAN SMALL & MEDIUM| SMALL & | SCALE TOTAL| AMOUNTS
INDUSTRY BUSINESSES MEDIUM |
FOREIGN ; .. FIRMS /
BUSINESSES $ SALES
. IN
. |
ITEM| UNINCORP.] INCORP.| UNINCORP.| INCORP. | INCORP. INCORP. % | MILLIONS
30 LOGGING & RELATED SERVICES 7 | é4.9 9.4 11.0 14.1 55 P 100 | 8,382
sale] 10.9 2.1 13.4 55,9 11.8 6.0 100 | 1,576.7
50 METAL & NON-METAL MINES & # 16.1 20.1 6.7 41.0 11.4 4.5 100 845
QUARRIES ‘ :
sale 0.1 0.1 .19 5.2 12.4 82.1 100 | 6,452.8
64 CRUDE PETROLEUM & NATURAL GAS # 22.6 22.0 24.5 17.2 11.3 2.3 100 | 1,330
sale] .11 .12 2.6 2.4 9.8 85.0 100 | 9,501.6
90 DRILLING & MISC. SERVICE # 24.6 29.8 2.3 40.6 2.4 .32 100 | 1,264
INCIDENTAL TO MINING
L salel 1.1 1.6 .50 54.8 21.9 20.3 100 965.5
100 MEAT, POULTRY & FISH PROD. # 12.3 9.9 13.8 54.9 5.4 3.8 100 | 1,010
sale]l .1 .1 .9 22.9 7.8 68.1 100 | 6,368.8
103 FRUIT & VEGETABLE PROCESSING # 0 13.6 0 64.4 17.8 4.2 100 191
salel 0 .1 0 A 17.8 25.6 56.6 100 | 1,392.9
104 DAIRY PRODUCTS INDUSTRY # 3.9 15.2 8.0 59.1 8.9 4.8 100 460
sale| O .1 4 20.7 10.1 68.2 100' | 3,474.7




SELF EMPLOYMENT

AFFILIATES

ACTUAL

INDEPENDENT CANA— LARGE GRAND
FIRMS DIAN SMALL & MEDIUM| SMALL & SCALE TOTAL| AMOUNTS
INDUSTRY . » | BUSINESSES MEDTUM
o : - FOREIGN FIRMS /
BUSINESSES $ SALES
w . - - N IN
ITEM| UNINCORP.| INCORP.| UNINCORP.| INCORP. | INCORP. INCORP . ¢ | MILLIONS
106 FEED INDUSTRY 7 6.8 1.4 5.2 62.90 2.6 1.0 ~100 499
| sale| .1 .2 1.8 48.1 8.1 41.7 100 | 1,495.9
107 BAKERY PRODUCTS INDUSTRY # 45.2 8.7 18.8 26.0 .8 .5 100 | 2,121
sale] 3.5 .6 4.5 27.8 9.0 54.6 100 | 1,563.4
109 BEVERAGE INDUSTRY ¥ 8.0 13.1 4.4 57.6 12.6 4.4 100| 389
salel .1 .1 .2 19.2 15.6 - ' 65.0 100 | 2,517.2
110 MISCELLANEOUS FOOD INDUSTRY # 42.6 5.3 21.5 21.4 5.8 3.3 100 | 1,175
1salel .4 - 1.5 9.5 8.3 80.3 | 100 | 5,396.6
165 PLASTICS FABRICATING # 9.3 19.9 6.4 55.1 9.2 .1 100 796
INDUSTRY, NES |
' ‘ sale] .3 .6 10.2 50.0 34.7 4.2 100 | 1,114.4
170 LEATHER PRODUCTS INDUSTRY # 25.1 11.2 3.0 54.4 5.0 4 100 | 542
salel .7 .3 .5 64.2 24.1 10.1 100 792.9
190 TEXTILE INDUSTRY # 17.4 15.1 4.5 53.0 8.6 1.4 100 949
sale| .2 .2 .3 26.1 20.2 53.0 100 | 2,941.5




l'

GRAND

SELF EMPLOYMENT | INDEPENDENT CANA- | AFFILIATES| LARGE ACTUAL
_ FIRMS DIAN SMALL & MEDIUM| SMALL & | SCALE | TOTAL| AMOUNTS
INDUSTRY BUSINESSES MEDI UM
' FOREIGN FIRMS/
BUSINESSES $ SALES
| N
ITEM| UNINCORP.| INCORP.| UNINCORP.| INCORP. | INCORP. INCORP. | % |MILLIONS
230 HOSIERY & KNITTING MILLS # | 5.8 9.9 3.7 74,7 5.5 3 100 | 293
| sale| .3 .2 4 80.5 11.8 6.7 100 | 626.2
240 CLOTHING INDUSTRY # | 11.86 11.9 5.9 68.5 2.1 .1 " 100 | 1,860
sale| .3 . .4 1.0 84.9 9.2 4.1 100 | 2,393.2
247 MISCELLANEOUS CLOTHING INDUSTRY # | 27.6 11.9 1.1 48.3 1.1 0 100. 631
sale| .2 2.8 .4 8.4 88.1 0 100 | 3,675.6
250 PLYWOOD & WOOD MILLING INDUSTRY # | 28.8 12.5 9.4 44.7 3.8 .7 100 | 2,926
sale| .6 .3 1.0 43.7 17.9 36.5 100 | 5,211.1
255 MISCELLANEOUS WOOD INDUSTRY # | 36.8 17.4 7.1 35.9 2.7 .1 100 | 878
| salel 2.6 1.6 2.5 59.6 23.0 11.0 100 | 430.1
261 HOUSENOLD FURNITURE # | 64.9 10.1 3.7 20.5 .7 - 100 | 3,602
MANUFACTURERS
sale| 8.4 1.7 2.2 69.8 13.4 4.4 100 | 950.7
262 MISCELLANEOUS FURNITURE & # | 18.8 12.1 3.7 61.0 4.3 - .2 100 | 564
FIXTURES MANUFACTURERS - .
sale| .6 .5 .6 69.0 22.3 7.0 100 | 673.1
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INDEPENDENT CANA-

ACTUAL

SELF EMPLOYMENT AFFILIATES| LARGE GRAND
_ FIRMS DIAN SMALL & MEDIUM| SMALL & SCALE TOTAL| AMOUNTS
INDUSTRY BUSINESSES - | MEDIUM }
FOREIGN FIRMS/
BUSINESSES $ SALES
. , , . IN
ITEM| UNINCORP.| INCORP.| UNINCORP.| INCORP. | INCORP. INCORP. { % |MILLIONS
270 PADER BOX, BAG & MISCELLANEOUS F | 1.0 12.8 3.6 63.7 15.4 3.6 100 221
PAPER CONVERTERS o
sale - | . .1 27.5 25.5 46.8 100 | 1,887.8
286 COMMERCIAL PRINTING # 26.4 19.8 4.3 47.17 T 1.7 .1 100 | 3,708
' sale|l 2.2 1.8 1.3 62.0 19.6 13.1 100 | 1,917.6
288 PUBLISHING ONLY # 12.3 21.3 6.4 54.5 5.3 .1 100 748
sale| .4 .6 1.1 43.6 46.0 8.2 100 515.2
289 PUBLISHING AND PRINTING # 21.5 23.2 5.1 © 43.5 5.5 1.1 100 758
sale| .6 .6 .6 23.2 27.2 47.8 100 | 1,286.6
290 IRON AND STEEL MILLS, SMELTING # 3.0 14.2 6.1 57.0 8.0 4.7 100 344
" AND REFINING : ' .
sale - - .1 .2 4.2 90.5 100 | 6,406.5
300 BOILER, PLATE & STRUCTURAL STEEL # 2.1 13.6 4.9 66.2 11.1 2.1 100 287
sale - .1 .2 29.4 21.7 48.6 100 | 1,484.9
304 METAL STAMPERS, PRESSING AND # 10.9 16.6 1.9 62.7 6.8 1.0 100 | 1,028
COATING INDUSTRY
: sale| .2 .4 .2 35.7 20.7 42.9 | 100 | 2,169.8
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SELF EMPLOYMENT | INDEPENDENT CANA- AFFILIATES] LARGE GRAND| ACTUAL
FIRMS DIAN SMALL & MEDIUM| SMALL & SCALE TOTAL| AMOUNTS
INDUSTRY BUSINESSES MEDIUM
FOREIGN FIRMS/
BUSINESSES $ SALES
. ' IN
ITEM| UNINCORP-.| INCORP,{ UNINCORP.| INCORP. INCORP. INCORP, % MILLIONS
305 WIRE & WIRE PRODUCTS # 8.9 13.3 3.0 56.7 16.7 1.5 100 270
MANUFACTURERS
sale}] .1 .2 .2 23.9 37.4 38.2 100 711.4
308 MACHINE SHOPS # 33.8 18.2 6.2 41.1 .8 0 100 | 2,184
sale| 4.3 2.9 3.7 84.7 4.4 0 100 637.5
309 MISCELLANEOUS METAL # 8.9 17.0 1.9 58.3 12.7 1.2 100 | 1,050
FABRICATING INDUSTRY : ' .
! sale| .1 .3 .1 29.6 31.6 38.2 100 | 2,517.2
314 MISCELLANEOUS MACHINERY & # 6.7 19.0 2.0 54.4 15.5 2.1 100 | 1,414
EQUIPMENT MANUFACTURERS )
salef .1 . .2 .1 . 17.9 25.8 55.8. 100 § 5,335.8
319 MOTOR VEHICLE, TRUCK BODY & # 13.1 13.1 2.8 55.6 11.8 3.6 100 390
TRAILER MANUFACTURERS
sale - - - 2.4 1.8 95.7 100 | 15533.4
320 OTHER TRANSPORTATION PRODUCTS # 13.1 17.6 .9 ©42.7 17.6 8.0 100 426
MANUFACTURING .
' sale| .1 .1 - 5.9 15.6 78.4 100 | 4,494.1
330 SHIP BUILDING, BOAT BUILDING # 41.3 17.8 5.2 32.3 2.5 .8 100 595
AND REPAIR ( : .
sale] 1.6 7 1.3 29.6 10.8 56.0 100 519.0
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SELF EMPLOYMENT

INDEPENDENT CANA-

AFFILIATES

ACTUAL

LARGE | GRAND
FIRMS DIAN SMALL & MEDIUM| SMALL & | SCALE | TOTAL| AMOUNTS
INDUSTRY BUSINESSES MEDIUM
'FOREIGN FIRMS/
'BUSINESSES $ SALES
| ) IN
ITEM| UNINCORP.| INCORP.| UNINCORP.| INCORP. | INCORP. INCORP. % | MILLIONS
337 COMMUNICATIONS EQUIPMENT MNFG. 7 38.0 12.6 1.2 30.0 14.3 3.4 160 | 413
sale| .1 "1 - 6.1 10.7 82.9 | 100 | 2,677.9
341 ELECTRICAL PRODUCTS, OFFICE AND # 7.4 23.0 .8 49.0 17.7 2.2 | 100 498
STORE EQUIPMENT MANUFACTURERS ‘ R 3
, salel .1 .2 .1 .| 16.7 35.4 47.4 | 100]1,819.0
349 CLAY OR STONE PRODUCTS # 32.0 25.1 2.8 36.2 4.0 0 100 | 387
sale| 2.0 2.0 .7 | s56.9 '38.3 0 100 | 208.0
350 READY-MIX CONCRETE # 7.2 9.9 6.7 67.5 7.2 1.4 100 | 345
sale] .1 .2 .9 42,7 26.0 30.0 100 | 667.9
354 CONCRETE PRODUCTS # | 15.3 17.9 5.6 57.9 3.0 .3 100 | 575
MANUFACTURERS
sale| .9 .6 1.1 61.3 17.0 19.1 100 | 562.0
356 GLASS PRODUCTS & MISC. METAL # 22.4 13.7 6.8 50.9 5.6 .7 100 { o908
PRODUCTS
sale| .7 .4 1.0 34.0 22.9 41.0 | 100}1,300.6
380 MISC. CHEMICALS AND PETROLEUM # 6.6 15.0 .8 45.9 26.4 5.4 100 | 947
PRODUCTS :
. sale] - - - 3.6 8.3 88.0 | 100 | 20360.7




SELF EMPLOYMENY | INDEPENDENT CANA- AFFILIATES LARGE GRAND| ACTUAL
FIRMS DIAN SMALL & MEDIUM| SMALL & SCALE TOTAL] AMOUNTS
INDUSTRY BUSINESSES MEDIUM |
FOREIGN v | FIRMS/
BUSINESSES $ SALES
. 4 , IN
ITEM| UNINCORP.| INCORP.| UNINCORP,| INCORP. INCORP. INCORP. % | MILLIONS
392 JEWELLERY AND SILVERWARE # 38.6 16.0 6.8 35.5 2.9 .2 100 586
INDUSTRY ‘
salel 1.9 1.1 1.9 51.2 23.2 20.7 100 415.8
393 SPORTING GOODS AND TOY # 19.7 23.2 2.3 42.1 11.6 1.2 100 259
INDUSTRY
salel .6 .5 .3 33.3 39.0 26.3 100 402.5
397 SIGNS AND DISPLAYS INDUSTRY # 36.1 20.1 4.1 38.7 .9 0. 100 653
sale]l 5.0 3.5 1.9 73.4 16.2 0 100 185.6
399 MISC. MANUFACTURING INDUSTRIES, # 21.0 21.9 3.7 42.3 8.4 2.6 100 | 3,903
NES ,
' salel .2 .2 .2 8.4 11.0 80.0 100 | 17503.3
404 BUILDING CONSTRUCTION # 16.3 26.5 10.0 46.7 .3 .1 100 | 18774
‘sale] 1.6 2.1 5.0 76.1 4.4 11.2 100 | 9,298
406 [IGHWAY, BRIDGE AND STREET # 6.7 . 22.1 3.5 65.2 2.0 .4 100 | 1,564
MAINTENANCE
sale] .2 .6 .5 65.7 9.3 23.6 100 | 2,261.5
409 OTHER. CONS'TRUCTION # 69.2° 4.5 16.2 9.2 .8 .1 100 | 8,630
sale| 7.2 .6 8.1 31.7 14.7 1 37.4 100 | 3,227.1

08 -



' SELF - EMPLOYMENT

AFFILIATES

—

ACTUAL

'INDEPENDENT CANA- LARGE | GRAND
FIRMS | DIAN SMALL & MEDIUM| SMALL & | SCALE | TOTAL| AMOUNTS
INDUSTRY BUSINESSES MEDIUM »
| o S "FOREIGN FIRMS /
BUSINESSES| $ SALES
ITEM| UNINCORP.| INCORP.| UNINCORP.| INCORP. | INCORP. | INCORP. | % |MILLIONS
421 SPECTAL TRADE CONTRACTORS F | 50.8 | 5.3 20.7 | 23.0 1 0 100 | 75580 -
| salel 7.6 .7 13.7 70.5 4.5 3.0 100 | 12077.5
500 WATER, RAIL & PIPELINE # | 21.3 32.5 | .6 28.1 15 2.3 100 | 765
TRANSPORTAT ION | - | |
- salel .1 .1 - 4.0 9.8 85.9 100 | 5,875.7
501 AIR TRANSPORTATION x| 1241 36.2 | 1.8 44.0 4.7 1.2 | 100| 489
salel .2 .7 .3 22.3 7.0 69.5 100 | 968.6
502 SERVICES INCIDENTAL TO AIR # | 21.8 44.4 | 2.0 28.9 2.8 0 100 | 536
TRANSPORTAT ION ,
sale| 3.0 5.6 .8 58.3 32.2 0 100 { 120.9
507 . TRUCK TRANSPORT # | 75.7 7.3 5.9 10.5 .4 - 100 | 36192
sale[ 18.6 2.2 7.6 48.0 12.9 10.7 100 | 5,373.7
510° TRANSIT SYSTEMS #- | 45.4 15.4 | 4.0 33.1 1.6 4 100 | 544
sale| 2.9 1.4. | 1.8 38.7 26.0 29.2 100 287.7
512 TAXI CAB OPERATIONS # | 90.5 3.1 2.5 3.9 - 0 100 | 8,538
salel 48.9 1.5 7.5 41.8 .3 0 100 | 251.7
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INDEPENDENT CANA—

Q

SELF EMPLOYMENT AFFILIATES| LARGE GRAND) ACTUAL
FIRMS DIAN SMALL & MEDIUM] SMALL & SCALE TOTAL AMOUNTS
INDUSTRY BUSINESSES MEDIUM
FOREIGN FIRMS/
BUSINESSES $ SALES
IN
ITEM| UNINCORP.| INCORP.| UNINCORP:| INCORP. INCORP. INCORP. % MILLIONS
519 OTHER TRANSPORTATION # 79.2 7.2 3.7 9.8 - 0 100 j 4,121
sale} 29.3 3.5 6.0 53.6 7.6 0 100 373.6
520 MISCELLANEOUS SERVICES # 30.7 13.5 17 .4 27.8 10.5 .1 100 | 3,516
INCIDENTAL TO TRANSPORT .- v '
sale 2.0 -+ 8 ' 9.2 , 60.0 21.0 7.0 100 | 1,432.6
525. STORAGE AND WAREHOUSING, # 27.6 1 15.0 11.8 40.4 4.7 -5 100 787
INCL. GRAIN
‘ salel 1.0 .4 1.6 26.0 15.8 55.2 100 618.9
543 RADIO AND TELEVISION # 7.7 20.1 1.7 57.9 12.2 .4 100 691
BROADCASTING :
salel .1 .6 .3 43.2 41.2 14.6 100 932.3
560 MISCELI.ANEOUS COMMUNICATION # 65.2 12.6 2.8 15.3 3.0 1.0 100 | 2,175
& UTILITIES . , i
sale| .6 .1 .1 2.7 5.1 91.3 100 | 6,189.6
608 WHOLESALERS OF PETROLREUM # 19.9 20.7 18.3 38.1 2.5 .5 100 | 2,865
" PRODUCTS, COAL AND COKE .
sale| .5 .6 3.7 20.9 11.9 62.3 100 | 4,686.7
611 WHOLESALERS OF PAPER AND # 16.4 13.6 4.4 56.7 5.8 3.2 100 434
PAPER PRODUCTS ‘ ' ,
: / sale] .2 .1 .1 19.4 6.9 73.3 100 2,331.4
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SELF EMPLOYMENT | INDEPENDENT CANA- | AFFILIATES| LARGE GRAND| ACTUAL
FIRMS DIAN SMALL & MEDIUM| SMALL & SCALE TOTAL} AMOUNTS
INDUSTRY BUSINESSES MED IUM
' FOREIGN FIRMS/
BUSINESSES $ SALES
: IN
ITEM| UNINCORP.| INCORP.| UNINCORP.| INCORP. | INCORP. INCORP. % | MILLIONS
614 WHOLESALERS OF FOODS # 17.7 12.1 18.3 47.4 3.5 1.0 100 | 3,844
sale| .3 .2 2.5 34.9 9.2 52.9 100 | 11415.3
615 WIOLESALERS OF TOBACCO PRODUCTS # 0 19.6 0 74.1 4.8 1.6 100 189
salel 0 .1 0 48.3 3.4 48.2 100 § 1,360.7
616 WHOLESALERS OF DRUGS AND # 12.3 24.3 5.4 48.8 8 1.2 160 514
TOILET PREPARATIONS . ‘ ,
sale] .9 .5 .6 37.1 23.7 37.7 100 914.9
618 WIOLESALERS OF HOUSEHOLD # 11.6 21.4 3.5 57.6 5.4 .4 100 739 |
FURNITURE AND FIXTURES
'sale| .4 .7 .6 61.9 21.1 15.3 100 | 1,024.3
619 WIOLESALERS OF MOTOR VEHICLES # 7.6 14.5 5.9 65.1 5.9 1.0 100 | 1,977
AND ACCESSORIES A
salel .2 .3 1.4 38.5 14.0 45.6 100 { 4,147.3
620 WHOLESALERS OF APPAREL AND DRY # 38.6 15.0 5.5 37.3 3.1 .4 100 | 2,564
GOODS & GENERAL MERCHANDISE
sale| 1.5 .6 1.5 54.1 14.4 27.9 100 | 2,367.9
621 WHOLESALERS OF ELECTRICAL # 9.6 24.0 4.3 55.0 7.1 .8 100 | 1,844
MACHINERY & EQUIPMENT ‘ /
: sale .6 .6 44.2 22.3 32.0 100 | 3,105.6
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SELF EMPLOYMENT | INDEPENDENT CANA- AFFILIATES| LARGE GRAND] ACTUAL
FIRMS DIAN SMALL & MEDIUM| SMALL & SCALE TOTAL} AMOUNTS
INDUSTRY BUSINESSES MEDIUM
FOREIGN FIRMS/
BUSINESSES $ SALES
: IN
ITEM} UNINCORP.| INCORP.| UNINCORP.| INCORP. INCORP. INCORP. % MILLIONS
- 622 WHOLESALERS OF FARM MACHINERY # 11.7 12.8 12.0 62.0 1.8 .1 100 | 2,188
AND EQUIPMENT
sale| .4 .3 3.5 58.4 4.4 32.9 100 | 2,952.1
623 WHOLESALERS OF MACHINERY # 11.8 23.8 3.3 54.1 . 6.6 .3 100 | 6,867
AND EQUIPMENT, NES
salel .5 .9 .7 50.4 27.7 19.8 100 { 7,357.6
624 WHOLESALERS OF HARDWARE, # 10.5 19.1 7.5 55.8 6.2 .9 100 { 1,658
PLUMBING & HEATING EQUIPMENT
sale| .3 .4 o7 37 19.5 42.0 100 { 2,922.,1
625 WHOLESALERS OF METAL & METAL # 6.0 21.6 1.8 7 56.8 12.0 1.8 100 602
PRODUCTS, NES
sale] .1 .2 .1 25.4 26.3 47.8 100 | 2,171.4
626 WHOLESALERS OF LUMBER AND # 13.1, 17.0 7.8 59.4 2.0 .6 100 | 4,982
BUILDING MATERIAL /
sale] .3 .5 1.3 56.2 9.3 32.4 100 1 7,790.0
627 WHOLESALERS OF SCRAP AND # 41.4 15.2 10.6 31.7 1.1 .1 100 } 1,511
WASTE MATERIAL
sale] 3.5 1.3 5.4 70.2 9.3 10.2 100 676.1
629 WHOLESALERS, NES # 47 .4 16.0 14.7 20.1 1.7 .1 100 | 25830
sale] 4.7 1.6 11.9 47.3 19.4 15.2 100 | 10471.1




ACTUAL

SELF EMPLOYMENT | INDEPENDENT CANA- AFFILIATES] LARGE GRAND
FIRMS DIAN SMALL & MEDIUM| SMALL & SCALRE TOTAL| AMOUNTS
INDUSTRY BUSINESSES MEDIUM

FOREIGN FIRMS/
BUSINESSES $SALES

IN
ITEM| UNINCORP.{ INCORP.] UNINCORP.{ INCORP. INCORP. INCORP. % MILLIONS

631 FOOD STORES # 37.5 4.3 40.6 17.5 .1 .1 100 | 25353
salel 3.0 .3 16.7 25.7 2.1 52.2 100 | 15219.6

697 TOBACCONISTS # 31.0 5.6 47.7 15.4 .1 .1 100 832
sale| 4.4 .8 28.4 15.8 .6 50.0 100 312.7

642 GENERAL MERCHANDISE STORES # 35.7 5.9 31.2 26.4 .3 .5 100 | 7,681
sale] 1.2 .1 4.2 20.6 1.7 2.2 100 | 11706.7

652 TIRE, BATTERY & ACCLESSORIES # 21.6 13.8 13.0 51.2 .4 0 100 | 3,478.

STORES )

salel 1.9 1.2 5.4 86.5 5.0 0 100 | 1,740.8

654 GASOLINE SERVICE STATIONS # 20.2 7.8 47.7 24.1 .1 - 100 | 14504
sale| 2.8 .8 48.4 37.1 1.3 9.5 100 | 4,666.4

656 MOTOR VEHICLE DEALERS # 11.0 11.8 13.2 61.2 2.6 .2 100 | 6,505
sale} .3 .2 2.2 84.6 8.1 4.5 100 | 12656.9

663 SHOE STORES # 42.5 10.7 13.4 32.6 .5 2 100 | 1,975

sale] 5.8 1.4 5.3 35.9 18.4 33.2 100 763
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AFFILIATES

SELF EMPLOYMENT | INDEPENDENT CANA- LARGE GRAND| ACTUAL
FIRMS DIAN SMALL & MEDIUM| SMALL & SCALE TOTAL| AMOUNTS
INDUSTRY BUSINESSES MED I UM
FOREIGN FIRMS/
BUSINESSES $SALES
IN
ITEM| UNINCORP.| INCORP.| UNINCORP.| INCORP. | INCORP. INCORP. % | MILLIONS
665 MEN'TS CLOTHING STORES AND 7 35,5 11.4 10.9 38.5 2 0 100 | 3,113
CUSTOM TAILOR SHOPS .
sale| 5.2 2.1 6.7 66.1 9.6 10.3 100 840
667 WOMEN'S CLOTHING STORES # 37.9 13.6 14.0 34.0 .5 .1 100 | 4,387
sale|] 6.5 2.4 8.9 62.9 7.5 11.6 100 | 1,197.7
669 CLOTHING & DRY GOODS STORES, # 43.2 14.5 11.4 30.6 .1 .1 100 | 4,393
NES .
salel 6.2 2.3 - 7.3 58.5 2.9 22.6 100 | 1,228.9
676 HOUSEHOLD FURNITURE AND # 36.7 12.3 14.6 36.0 .3 0 100 | 15324
APPLIANCE STORES
sale| 5.4 1.7 10.2 65.7 2.1 15.0 100 | 4,419.2
678 RADIO, TV & ELECTRICAL # 64.4 5.5 18.6 11.5 0 0 100 | 1,848
APPLIANCES REPAIR STORES
sale|l 22.6 2.0 31.4 41.8 2.2 0 100 | 3,859
681 DRUG STORES # 6.6 12.6 23.1 56.7 1.0 .1 100 | 3,859
sale| .7 .9 16.7 64.5 11.3 6 100 | 1,944.9
658 MOTOR VEHICLE WEPAIR SHOP # 36.2 3.6 37.8 22.4 0 o 100 | 13259
sale| 6.7 .6 39.1 52.6 1.0 0 . 100 | 1,696.5
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SELF EMPLOYMENT | INDEPENDENT CANA- | AFFILIATES| LARGE GRAND| ACTUAL
FIRMS DIAN SMALL & MEDIUM| SMALL & SCALE TOTAL{ AMOUNTS
INDUSTRY BUSINESSES MEDIUM
FOREIGN FIRMS/
BUSINESSES $SALES
IN
ITEM| UNINCORP .| INCORP.| UNINCORP.| INCORP. | INCORP. INCORP. % | MILLIONS
862 ADVERTISING SERVICES 7 44.3 13.6 11.2 39.4 1.4 0 100 | 2,617
sale] 4.2 1.3 5.2 68.7 20.7 0 100 621.6
869 MISC. SERVICES TO BUSINESS # 19.6 36.1 7.0 36.4 .9 0- 100 | 20464
MANAGEMENT
sale| 1.9 4.1 | 6.8 46.9 13.3 26.9 100 | 4,513.6
872 BARBER AND BEAUTY SHOPS ¥ 76.7 2.8 13.7 6.8 0 0 100 11627
salel 42.5 1.6 25.7 27.3 2.9 0 100 483
874 LAUNDRIES, CLEANERS AND # 55.6 24.4 3.3 16.2 .4 0 100 | 4,578
PRESSERS (EXPT. SELF-SERVICE) \
salel 15.5 8.5 4.3 50.5 14.4 6.7 100 551.8
879 MISC. PERSONAL SERVICES # 41.2 9.5 15.1 28.7 5.5 0 100 | 2,657
' salel 7.9 1.6 11.8 67.8 10.8 0 100 325.6
880 HOTELS, MOTELS, ETC. ¥ 47 .5 13.3 14.9 24.1 .4 .04 100 | 39,414
salel 9.9 2.6 14.2 53.8 7.7 11.9 100 | 8,117.8
893 PUHOTOGRAPHIC SERVICES, NES. # 48.4 10.4 16.8 24.0 .4 0 . 100 | 2,238
salel 7.9 1.6 | 11.5 65.1 13.9 0 100 334
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SELF EMPLOYMENT | INDEPENDENT CANA- | AFFILIATES| LARGE | GRAND| ACTUAL
FIRMS DIAN SMALL 8& MEDIUM| SMALL & SCALE | TOTAL| AMOUNTS
INDUSTRY BUSINESSES MEDTUM
FOREIGN FIRMS/
BUSINESSES $SALES
- IN
ITEM| UNINCORP.| INCORP.| UNINCORP.| INCORP. | INCORP. INCORP . % | MILLIONS
896 BLACKSMITHING & WELDING SHOPS 7 [ B9.1 13,0 1.6 17.3 - ) 100 | 2,994
sale| 17.8 3.2 14.2 63.9 .9 0 100 | .236.3
897 MISC. REPAIR SHOPS # | 64.2 4.0 14.9 16.5 .4 0 100 | 2,011
sale| 14.6 .9 - 14.0 62.6 8.0 0 100 |  203.4
691 BOOK & STATIONERY STORES # | 40.1 18.3 | 12.5 28.0 1.0 .1 100 | 1,467
sale] 5.5 2.8 8.5 46.9 26.2 10.1 100 | 419.6
692 FLORISTS' SHOPS # | 55.2 12.0 12.0 20.7 - 0 100 | 2,287
sale| 21.4 5.0 18.8 54.4 .3 0 100 |  263.2
694 JEWELLERY STORES & REPAIR # | 48.4 11.7 | 13.6 26.4 .2 .1 100 | 3,513
SHOPS .
salel 10.2 3.0 11.0 47.3 4.5 23.9 100 675.6
699 RETAIL STORES, NES # | 45.4 15.8 | 12.0 2.5 .2 0 100 | 23,082
sale| 8.6 3.3. 12.1 67.7 3.6 4.6 1100 | 4,564.9
850 MISC. AMUSEMENT AND # | 49.1 26.2 | 6.7 17.1 .8 .03 100 | 10,332
RECREATION SERVICES
salel 10.2 5.7 12.5 49.3 12.6 9.7 100 | 1,689.4




N

SELF EMPLOYMENT | INDEPENDENT CANA- AFFILIATES] LARGE GRANDy ACTUAL
FIRMS DIAN SMALL & MEDIUM| SMALL & SCALE TOTAL| AMOUNTS
INDUSTRY BUSINESSES MEDIOM
FOREIGN FIRMS/
BUSINESSESY $SALES
' IN
ITEM] UNINCORP.{ INCORP.| UNINCORP.{ INCORP. INCORP. INCORP. % MILLIONS
898 SERVICES TO BUILDINGS AND # 70.0 7.6 9.2 13.2 .1 - 100 | 5,810
’ DWELLINGS .
salel 17.4 1.7 10.1 57.0 1.6 12.3 100 480.2
899 MISCELLANEOUS SERVICES # 42,1 ° 30.8 ‘2.9 22.8 1.37 - 100 | 1,1621
sale}] 4.8 4.7 f,8 56.5 20.5 11.7 100 | 2,792.2

_.68_
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APPENDIX D

The Distribution of the Incorporated Self Employmeut'and
Independent Canadian Controled Small and Medium
Businesses by Transition Status

The problem with classification along. a single dimension
is that the resulting groups may not be as "pure'" as one
could hope. By defining self employment firms as those
with sales less than 8100 thousand, for example, large
firms in the process of °starting up or exiting, are
inevitably included. Any financial ratio analysis will
be misleading if such firms are not removed from the
population under study.

In Section V of the study the criteria for sSeparating the
Type 1: Dying Firms
Type 2: Turn-Arounds

Type 3: Start-Ups

firms from the "normal™ firms in each IBC industry are

given. Some sensitivity tests on these criteria were®

performed.
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TABLE D1
S e

The Distribution of the Incorporated Self Employment and
Independent~anadian Controlled Small and Medium Businesses

Transition Status

. IBC INDUSTRY TITLE | Type I Type II1 Type III Trzgg?%ion Normai
' ) (% of firms)
30 LOGGING & RELATED SERVICES lleé 3.8 8.1 23.2‘ 76.8
.50 METAL & NON-METAL MINES & T 9.3 2.9 16.3 28.5 71.5
QUARRIES
64 CRUDE PETROLEUM & NATURAL GAS 8.7 5.8 39.5 54.0 '46.0
90 DRILLING & MISC. SERVICE 7.1 1.4 9.8 18.3 81.7
INCIDENTAL TO MINING
100 MEAT, POULTRY & FISH PROD. 9.7 1.9 6.0 1%.6 82.4
103 FRUIT & VEGETABLE PROCESSING 14.3 - 6.1 20.4 79.6
104 DAIRY PRODUCTS INDUSTRY 2.7 - 15.2 - 17.9 82.1
106 FEED INDUSTRY 4.9 3.3 13.0 21.2 78.8
107 BAKERY PRODUCTS INDUSTRY 8.6 3.7 6.9 ©19.2 80.8
109 BEVERAGE INDUSTRY 6.6 - 14.3 20.9 79.1
. 110 MISCELLANEOUS FOOD INDUSTRY 21.4 2.9 4.9 29.2 70.8
‘65 PLASTICS ~F‘ABRICATING INDUSTRY, 19.3 4.1 4.8 28.0 72.0
NES
170 LEATHER PRODUCTS INDUSTRY 11.0 0.9 2.3 . 14.4 85.6
190 TEXTILE INDUSTRY 10.2 2.8 3.7 16.7 83.3
230 HOSIERY & KNITTING MILLS 3.7 - 4.9 8.6 91.4
240 CLOTHING INDUSTRY 7.7 2.4 5.0 15.1 84.9
247 MISCELLANEOUS CLOTHING INDUSTRY 2.4 . 0.8 2.4 5.6 94.4
250 PLYWOOD & WOOD MILLING INDUSTRY 9.4 2.0 8.3 19.7 80.3
255 MISCELLANEOUS WOOD INDUSTRY 15.5 1.9 7.1 24,5 = 75.5
261 \HOUSEHOLD FURNITURE 22.3 3.5 1.6 27.4 72.6
MANUFACTURERS ‘
262 MISCELLANEQOUS FURNITURE & 11.8 2.2 4.4 18.4 81.8
FIXTURES MANUFACTURERS '
270 PAPER BOX, BAG & MISCELLANEOUS 4.7 1.9 6.6 13.2 86.8
PAPER CONVERTERS
36 COMMERCIAL PRINTING 11.1 4.7 4.2 20.0 80.0



Transition Status

: Total ' -

IBC INDUSTRY TITLE Type I Type II Type .III1 Transition Norma
(% of firms)
.7.88 PUBLISHING ONLY 22.2 5.8 . 4.8 32.8 67.2
489 PUBLISHING AND PRINTING 13.8 5.9 6.5 26.0 74.0
290 IRON AND STEEL MILLS, SMELTING 11.1 3.7 4.9 19.7 80.3
AND REFINING ’ ’

300 BOILER, PLATE & STRUCTURAL STEEL 8.2 1.3 5.3 15.8 84.2

304" METAL STAMPERS, PRESSING AND 8.5 1.1 5.2 14.8 85.2
COATING INDUSTRY :

305 WIRE & WIRE PRODUCTS 6.4 3.2 6.4 16.0 84.0
MANUFACTURERS

308 MACHINE SHOPS 9.5 2.8 4.9. - 17.2 82.8

309 MISCELLANEOUS METAL . 10.7 3.0 3.8 17.5 82.5
FABRICATING INDUSTRY

314 MISCELLANEOUS MACHINERY & 15.1 4.1 6.1 . 25.3 74.7
EQUIPMENT MANUFACTURERS : : ' ‘

319 MOTOR VEHICLE, TRUCK BODY & 18.0 3.4 4.5 25.9 74.1

" TRAILER MANUFACTURERS
.’«320 OTHER TRANSPORTATION PRODUCTS 19.1 - 3.6 22.7 77.3

MANUFACTURING

330 SHIP BUILDING, BOAT BUILDING 25.3 1.0 8.1 © 34,4 65.8
AND REPAIR

337 COMMUNICATIONS EQUIPMENT MNFG. 20.7 6.9 8.6 36.2 63.8

. 341 ELECTRICAL PRODUCTS, OFFICE AND 21.9 3.4 3.4 28,7 71.3

STORE EQUIPMENT MANUFACTURERS

349 CLAY OR STONE PRODUCTS 11.5 2.6 7.7 21.8 78.2

350 READY-MIX CONCRETE 6.8 - 1.1 5.7 13.6 86.4

354 CONCRETE PRODUCTS MANUFACTURERS 8.3 2.1 7.6 18.0 82.0

356 GLASS PRODUCTS & MISC. METAL 11.3 3.1 4.1 18.5 81.5
PRODUCTS

380 MISC. CHEMICALS AND PETROLEUM 14.7 6.3 5.2 26.2 73.8
PRODUCTS

392 JEWELLERY AND SILVERWARE 11.0 2.0 2.0 13.0 85.0
INDUSTRY

393 N

SPORTING GOODS AND TOY INDUSTRY 21.8 7.3 1.8 30.9 69.1




INDUSTRY TITLE

SIGNS AND DISPLAYS INDUSTRY

MISC. MANUFACTURING INDUSTRIES,
NES

BUILDING CONSTRUCTION

HIGHWAY, BRIDGE AND STREET
MAINTENANCE

OTHER CONSTRUCTION

SPECIAL TRADE CONTRACTORS

WATER, RAIL & PIPELINE
TRANSPORTATION

AIR TRANSPORTATION

SERVICES INCIDENTAL TO AIR
TRANSPORTATION

TRUCK TRANSPORT
TRANSIT SYSTEMS

TAXI CAB OPERATIONS
OTHER TRANSPORTATION

MISCELLANEQOUS SERVICES
INCIDENTAL TO TRANSPORT

STORAGE AND WAREHOUSING,
INCL. GRAIN

RADIO AND TELEVISION
BROADCASTING

MISCELLANEOUS COMMUNICATION
& UTILITIES

WHOLESALERS OF PETROLEUM
PRODUCTS, COAL AND COKE

WHOLESALERS OF PAPER AND
PAPER PRODUCTS

WHOLESALERS OF FOODS

WHOLESALERS OF TOBACCO PRODUCTS
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Transition Status

Type I Type II Type III

Total

Transition Normal

(% of firms)

5.5 3.2 3.9

13.3 3.7 4.0
‘1409 303 8'3
7.3 3‘1 8'4
8.7 3.1 7.1
11.6 3.4 4.3
16.0 6.7 16.0
23,1 1.5 7.7
24.6 6.9 6.2
- 12.8 5.6 5.2
3.4 - 9.1
12.6 3.0 12.6
. 5.2 - 0.9 5.2
19.5 4.4 5.4
11.0 4.1 8.3
11.2 6.7 3.4
8.0 4.5 20.5
5.9 2.7 11.7
5.0 1.0 5.0
7.4 2.8 = 7.5
- 1.7  13.8

12.8

2;.0

26.5

18.8

18.9
19.3

38.7

32.3

. 37.7

23.6
12.5
28.2
11.3

29.3
23.4
. 21.3
33.0
20.3
11.0

17.7

15.3

87.4

79.0

73.5

81.2

81.1
80.7

81.3

67.7
62.3

76.4
87.5
71.8
88.7

70.7

76.6

67.0
79.7
89.0

82.3
84.5




618
619
620

621

625

627

629

631

642

632

654

INDUSTRY TITLE

WHOLESALERS OF DRUGS AND
TOILET PREPARATIONS

WHOLESALERS OF HOUSEHOLD
FURNITURE AND FIXTURES

WHOLESALERS OF MOTOR VEHICLES
AND ACCESSORIES

WHOLESALERS OF APPAREL AND DRY
GOODS & GENERAL MERCIANDISE

WHOLESALERS OF ELECTRICAL
MACHINERY & EQUIPMENT

WHOLESALERS OF FARM MACHINERY
AND EQUIPMENT

WHOLESALERS OF MACHINERY
AND EQUIPMENT, NES

WHOLESALERS OF HARDWARE,
PLUMBING & HEATING EQUIPMENT

WHOLESALERS OF METAL & METAL
PRODUCTS, NES

WHOLESALERS OF LUMBER AND
BUILDING MATERIAL

_WHOLESALERS OF SCRAP AND

WASTE MATERIAL
WHOLESALERS, NES
FOOD STORES
GENERAL MERCHANDISE STORES

TIRE, BATTERY & ACCESSORIES
STORES

GASOLINE SERVICE STATIONS
MOTOR VEHICLE DEALERS
MOTOR VEHICLE REPAIR SHOP
SHOE STORES

MEN'S CLOTHING STORES AND
CUSTOM TAILOR SHOPS
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Transition Status

Type I Type II Type III

Totél

Transition Norma

(% of firms)

11.3 1.6
10.8 1.6
9.9 1.9
7.4 1.8
14.9 2.9
4.4 1.1
13.4 3.9
4,4 2.2
9.0 2.6
7.8 2.8
9.0 1.7
13.4 4,9
11.4 2.7
4.4 1.1
12.6 2.8
9.4 3.4
5.8 1.0
15.8 3.4
9.2 2.8
7.7 1.2

10.7

9.0

21.0
17.0
18;9
16.8
22.2
14.4
24.4
17.3
20.6
20.3

18.0

25.9
22.4
14.0

23.8

21.7
16.4

24.0

17.6

14.7

79.0
83.0
81.1
83.2
77.8
85.6
75.6
82.7

79‘

[1:8

79.7
82.0

74.1
77.6
86.0

76.2

78.3
83.6
76.0
82.4
85.3




«‘lps7

'969
676
678

681
691
692

694

697
699
850

879
880
893
896
897

898 |

899

INDUSTRY TITLE

WOMEN'S CLOTHING STORES

CLOTHING & DRY GOODS STORES,

NES

HOUSEHOLD FURNITURE AND

APPLIANCE STORES

RADIO, TV & ELECTRICAL
APPLIANCES REPAIR STORES

DRUG STORES .
BOOK & STATIONERY STORES
FLORISTS' SHOPS

JEWELLERY STORES & REPAIR
SHOPS

TOBACCONISTS
RETAIL STORES, NES

MISC. AMUSEMENT AND
RECREATION SERVICES

-ADVERTISING SERVICES

MISC. SEHVICES TO BUSINESS
MANAGEMENT :

BARBER AND BEAUTY SHOPS

LAUNDRIES, CLEANERS AND

PRESSERS (EXPT. SELF-SERVICE)

MISC. PERSONAL SERVICES
HOTELS, MOTELS, ETC.
PHOTOGRAPHIC SERVICES, NES.

BLACKSMITHING & WELDING SHOPS

MISC. REPAIR SHOPS

SERVICES TO BUILDINGS AND
DWELLINGS ’

MISCELLANEOUS SERVICES
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Transition Status . .
. : o Total
Type I Type II Type III Transition Normal

(% of firms)

o)}
o

11.7 3.7 21.6 '78.4
14.4 3.2 5.8 23.4 76.5
15.1 3.4 6.4 24,9 75.1

7.8 7.8 2.9 18.5 81.5

2.6 0.6 10.0 13.2 86.8
17.7 4.0 4.4 26.1 73.9
19.7 4.4 5.2 - 29.3 70.7

9.1 2.5 4.3 15.9 84.1

8.8 7.0 5.3 21.1 78.9
21.2 6.2 5.0 32.4  67.6
19.0 6.9 10.5 36.4 63.6
17.1 6.9 6.9 30.9 69.1
11.3 5.6 8.8 - 25.7 74.3
12.1 8.4 2.4 22.9 77.1
11.5 6.1 9.4 27.0 73.0

8.0 2.7 10.4 21.1 78.9
18.6 6.0 13.9 38.5 61.5
21.9 4.3 0.4 26.6 73.4
11.0 3.1 4.5  18.6  8l.4

7.3 2.9 0.7 10.9 89.1
11.0 5.2 2.7 18.9 81.1

16.2 5.7 10.9 32.8 67.2




B APPENDIX E

The Incidence of Transition Firms
by Quartile: Incorporated Self Employment
and Independent Canadian Controlled Small
, and Medium Business - 1977

Each Quartile represents 25% of the £firms by number.
Thus in the first quartile

Services, industry 57.9% (of the 25%) of the firms were :
in a state of transition. In all, about one in four
firms in this sector was determined as not "normal”,

NOTE: Quartile One is the smallest 25% of firms,‘

while
Quartile Four contains the largest 25% of the firms.

of the Logging & Related__m__:fJ,nw,m»




IBC

30
S0

64

80

10G
103
104
106
107
109
110
185

170
190
230

270

286
38

NQTE:
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TABLE El

The Incidence of Transition Firms
by Quartile and by Industry

INDUSTRY TITLE

LOGGING & RELATED SERVICES

METAL & NON-METAL MINES &
QUARRIES .

CRUDE PETROLEUM & NATURAL GAS

DRILLING & MISC. SERVICE
INCIDENTAL TO MINING

MEAT, POULTRY & FISH PROD.
FRUIT & VEGETABLE PROCESSING
DAIRY PRODUCTS INDUSTRY

FEED INDUSTRY

BAKERY PRODUCTS INDUSTRY
BEVERAGE INDUSTRY
MISCELLANEOUS FOOD INDUSTRY

PLASTICS FABRICATING INDUSTRY,
NES

LEATHER PRODUCTS INDUSTRY
TEXTILE INDUSTRY
HOSIERY & KNITTING MILLS

CLOTHING INDUSTRY

MISCELLANEOUS CLOTHING INDUSTRY

PLYWOOD & WOOD MILLING INDUSTRY

MISCELLANEOUS WOOD INDUSTRY

HOUSEHOLD FURNITURE
MANUFACTURERS

MISCELLANEOUS FURNITURE &
FIXTURES MANUFACTURERS

PAPER BOX, BAG & MISCELLANEOUS

PAPER CONVERTERS
COMMERCIAL PRINTING

PUBLISHING ONLY

-~ implies no firms in transition.

One

(Percent of Firms in Transition)

57.9

69.8
76.7

48.6
51.9
53.8
67.9
58.1 .
43.5
65.2
50.0

56.0

33.3
50.0
28.6
41.6
15.6
48.9
61.5
53.3

55.9
33.3

52.2

62.5

Quartile
Two | Three

16.5 15.2
30.2 14.0
62.8 44,2
16.2 5.4
5.6 9.3
16.7 -
- 3.6
16.1 9.7
16.4 11.5
17.4 -
53.8 3.8
36.7 12.2
20.7 3.3
14.8 1.9
- 4.8
14.5 2.4
6.5 -
18.7 8.6
17.9 15.4
29.3 21.7 -
8.8 5.9
15.4 -
20.2 6.7
27.7 19.1

Four

3.0

All
Industry

23.2

28.5
54.1

18.3
17.6
19.7
17.9
21.0

19.1
20.7
28.9

27.8

©14.3
16.7

13,1
20.0

32.6




- IBC

289

@

300

304
305

308
309

314
319

320

INDUSTRY TITLE

PUBLISHING AND PRINTING

IRON AND STEEL MILLS, SMELTING
AND REFINING

BOILER, PLATE & STRUCTURAL
STEEL

METAL STAMPERS, PRESSING AND

COATING INDUSTRY e —

WIRE & WIRE PRODUCTS
MANUFACTURERS

MACHINE SHOPS

MISCELLANEOUS METAL
FABRICATING INDUSTRY

MISCELLANEOUS MACHINERY &
EQUIPMENT MANUFACTURERS

MOTOR VEHICLE, TRUCK BODY &
TRAILER MANUFACTURERS

OTHER TRANSPORTATION PRODUCTS
MANUFACTURING

SHIP BUILDING, BOAT BUILDING
AND REPAIR

COMMUNICATIONS EQUIPMENT MNFG.

ELECTRICAL PRODUCTS, OFFICE AND
STORE EQUIPMENT MANUFACTURERS

CLAY OR STONE PRODUCTS
READY-MIX CONCRETE
CONCRETE PRODUCTS MANUFACTURERS

GLASS PRODUCTS & MISC. METAL
PRODUCTS

MISC. CHEMICALS AND PETROLEUM
PRODUCTS

JEWELLERY AND SILVERWARE
INDUSTRY
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One -
(Percent

62.8
47.6
52.86
39.7

43.8

45.4A
51.5
60.5
65.2
52.4

64.0
73‘3

56.7
50.0
40.9
48.86

49'0

56.3

32.0

Quartile
Two Three Four
of Firms in Transition)

26.2 7.1 7.1
10.0 20.0 -
10.5 - -
13.2 4.4 1.5
12.5 - 6.7
15.9 6.5 0.9
15.2-. 3.0 -
22.1 15.1 3.5
2207 ,901 455
19.0 14.3 4.8
48.0 16.0 8.3
42.9 26.7 ) -
46.7 10.50 -
26.3 5.0 5.3
13.6 - -
13.9 8.3 -
12.5 6.1 6.3
31.3 10.4 6.4
24.0 4.0 -

All
Industry

25.8

19.4

15.8

14.7

15.7
17.2

17.4

25.3

25!

>

22.86

34.1
35.7

28.3
21.86

13.86
17.7

18'

[9}]

26.1
15.0




" IBC

‘l'SQS

97

399

404"

406

409

421

500

501
502

507

- 310

@

519

520

525
543
560
608

611
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INDUSTRY TITLE

SPORTING GOODS AND TOY INDUSTRY
SIGNS AND DISPLAYS INDUSTRY

MISC. MANUFACTURING INDUSTRIES,
NES -

BGILDING CONSTRUCTION

HIGHWAY, BRIDGE AND STREET
MAINTENANCE

OTHER CONSTRUCTION
SPECIAL TRADE .CONTRACTORS

WATER, RAIL & PIPELINE
TRANSPORTATION

AIR TRANSPORTATION

SERVICES INCIDENTAL. TO AIR
TRANSPORTATION

TRUCK TRANSPORT

TRANSIT SYSTEMS

TAXI CAB OPERATIONS
OTHER TRANSPORTATION

MISCELLANEQUS SERVICES
" INCIDENTAL TO TRANSPORT

STORAGE AND WAREHOUSING,
INCL. GRAIN

RADIO AND TELEVISION
BROADCASTING

MISCELLANEOUS COMMUNICATION
& UTILITIES

WHOLESALERS OF PETROLEUM
PRODUCTS, COAL AND COKE

WHOLESALERS OF PAPER AND
PAPER PRODUCTS

One
(Percent

78.6
28.1

50.7
57.9.

48.2
45.3

48.1

78.9
63.6

66.7
49.0
50.0
58.0

33.9

60.0
54.7

36.0

Quartile

‘Two

Three

Four

of Firms in Transition)

28.6
15.6

1708

29.3

- 19.5

22.4.

17.8

45.9 .
25,0

46.9

24.4

26.5
5.2

26.1

22.2"

31.1

34.0

13.7

8.1

15.8
30.3

21.2
14.9
18.0

304

22.4

13.9

10.0

5.8

All .
Industry

30.4
12.5

21.0
26.4

18.7
18.8

19.2

38.5
32.1

37.6
23.5
12.5
28.2

11.1
29.3
23.3
21.1
33.0
20.3

11.0




IBC

618

—_
620
621
622
623
624

.625

626

629

631

642

652

INDUSTRY TITLE

WHOLESALERS OF FOODS
WHOLESALERS OF TOBACCO PRODUCTS

WHOLESALERS OF DRUGS AND
TOILET PREPARATIONS

WHOLESALERS OF HOUSEHOLD
FURNITURE AND FIXTURES

" WHOLESALERS OF MOTOR VEHICLES

AND ACCESSORIES

WHOLESALERS OF APPAREL AND DRY
GOODS & GENERAL MERCHANDISE

WHOLESALERS OF ELECTRICAL
MACHINERY & EQUIPMENT

WHOLESALERS OF FARM MACHINERY
AND EQUIPMENT

WHOLESALERS OF MACHINERY
AND EQUIPMENT, - NES

WHOLESALERS OF HARDWARE,
PLUMBING & HEATING EQUIPMENT

_WHOLESALERS OF METAL & METAL
PRODUCTS, NES

WHOLESALERS OF LUMBER AND
BUILDING MATERIAL

WHOLESALERS OF SCRAP AND
WASTE MATERIAL

WHOLESALERS, NES
FOOD STORES
GENERAL. MERCHANDISE STORES

TIRE, BATTERY & ACCESSORIES
STORES

GASOLINE SERVICE STATIONS

100 -

Oﬁe
(Percent

50.5
60.0

45.2
38.8

$57.3

43.8

51.7

57.3

53.8

58.2

44.1

62.8

56.9

52.7

Quartile

- Two . Three Four

of Firms in Traansition)

12.1 5.8 2.1
32.3 6.5 = -
22.9 4.1 2.1
11.5 3.8 3.1
11.7 7.2 4.5
24.4 10.0 2.5
9.6 0.7 -
25.6 6.5 2.9
8.7 1.9 1.0
17.9 7.7 2.6
1g.5 4.4 0.9
19.0 6.8 1.7
24.7 12.5 3.2
18.7 9.8 5.9
6.3 4.8 1.9
19.1 6.4 12.8
18.4 10.6 4.9

A1l
Industry

17.6
- 15.0
21.0.
17.0
18.9

16.8

22.1

17.2

[¢1]

20.
20.3

17.9
25.8
22.4
13.9

23.8

21.7




IBC

656

G

33

665 -

667
669

676
678

681
691

. 692
694
@
699

850

869

872

874 .

879
880
893
896
897
a8

899

MISC.

INDUSTRY TITLE

MOTOR VEHICLE DEALERS

MOTOR VEHICLE REPAIR SHOP
SHOE STORES

MEN'S CLOTHING -STORES AND
CUSTOM TAILOR SHOPS

WOMEN'S CLOTHING STORES

CLOTHING & DRY GOODS STORES,
NES

HOUSEHOLD FURNITURE AND

APPLIANCE STORES

RADIO, TV & ELECTRICAL
APPLIANCES REPAIR STORES

DRUG STORES

BOOK & STATIONERY STORES

" FLORISTS' SHOPS

JEWELLERY STORES & REPAIR
SHOPS .

TOBACCONISTS

RETAIL STORES, NES

AMUSEMENT AND
RECREATION SERVICES

ADVERTISING-SERVICES

MISC. SERVICES TO BUSINESS
MANAGEMENT

BARBER AND BEAUTY SHOPS

LAUNDRIES,  CLEANERS AND
PRESSERS (EXPT. SELF-SERVICE)

MISC. DERSONAL SERVICES
HOTELS, MOTELS, ETC.
PHOTOGRAPHIC SERVICES, NES.
BLACKSMITHING & WELDING SHOPS
MISC. REPAIR SHOPS

SERVICES TO BUILDINGS AND
_ DWELLINGS -

. MISCELLANEOUS SERVICES

- 101 -

One

(Percent
51.1
56.8

' 47.9

46.2
58.0

58.8
60.4

30.8
46.2
6l.4
66.7

5l.4
40.0

67.3

68.3
58.5

54.3

45.2

6l.9
56.4
73.2 .
56.3
47.9

3l.4

38.6

60.9

Quartile . All
Two Three Four Industry
of Firms in Transition)

11.1 2.5 1.0 16.4
23,4 10.5 5.2 24.0
16-9 5-6 had 17.6
10-9 1-6 had 14.6
20.1 6.3 1.7 21.6
25.5 6.7 2.4 23.3
24.1 10.4 4.4 24.8
23.1 19.2 - 18.3
1.8 2.3 2.3 13.1
33.9 5.3 3.6 26.0
33.9 8.1 8.1 29.2
7.3 2.7 1.8 15.8
35.7 7.1 - 20.7
34.9 17.7 10.0 32.5
38 .4 23.4 15.3 36.4
33.0 24,5 7.5 30.9
24.6 14.4 9.2 25.6
26.9 12.9 6.5 22.9
28.4 11.0 6.5 26.9
17.0 5.3 5.3 21.0
36.5 27.0 17.1 38.4
26.6 17.2 6.3 26.6
16.4 8.2 1.4 -18.5
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