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Commerce, with the cooperation of
Statistics Canada, and designed to im-
prove the understanding of the small
business sector in Canada. This year’s
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New Statistics on Smail Business in Canada

Introduction

Background and
Content of Study

In recent years, governments around the
world have recognized the importance of
the small business sector in the creation
of output, employment and economic
growth generally. Accordingly, in order
to understand and assess better the
place of the small business sector in the
economy, substantive efforts have been
made to improve upon and, where pos-
sible, develop new statistics on small
business. In Canada, this need was ad-
dressed in early 1978 with the publica-
tion of *'New Statistics on Small Business
iIn Canada” — a volume that was to be-
come widely quoted. This present report
IS both an extension and elaboration of
the original study and provides statistics
for the taxation reporting year 1976 and
for more recent years when data was
available.

Defining a business as either small or
large is very subjective and reiative to
the context in which the definition is
used. Assessment of size can be based
on a variety of criteria, such as assets,
sales, equity, profits, number of employ-
ees, type of ownership or management
Structure. A supplementary method that
Is in use in the United States is to con-
sider the dominance of the firm in its
corresponding industrial sector. A ““typi-
cal” small business does not exist and
80 any working definition must be broad.
The federal government in a 1977 docu-
ment entitled ‘‘Small Business in Canada:
Perspectives’ defines a business as
Small if in the manufacturing sector

't employs fewer than 100 employees,
or if in other sectors it has fewer than
S0 employees. A number of the provinces
have also adopted the **100 employee”
definition.

Generally, no one definition of small
business will suffice when a number of
Industrial sectors are being compared.

Some firms, such as machinery manu-
facturers, may have substantial assets
but relatively few employees, or dispro-
portionately low volumes of sales. Other
businesses, such as food retailers, may
have substantial sales and a large num-
ber of employees, but relatively lower
profit margins.

in addition to the problems created by
the characteristics of firms in different
industries, there is another dimension to
the definition problem — data availability.
The characteristics which determine size
(assets, sales or employees) must be
universally available if all firms of in-
terest are to be compared. This is a
major problem to overcome when the
survey derives data from a number of
different sources.

The determination of business size in
this report is based on ‘‘sales’ for the
simple reason that detailed characteris-
tics of the entire business universe were
available only on this basis. In this report
all businesses are classified by their
maghnitude of sales into one of five pos-
sible categories or classes. This method
of subdivision, while not a definitional
panacea, tries to relate the characteris-
tics of firms to the magnitude of sales,
and provides a continuum between
“small’’, “medium’’ and ‘“‘large’. It is
hoped that this approach will increase
the utility of this volume for a broad au-
dience, regardless of the particular defi-
nition to which they subscribe. This ap-
proach will allow the data to *'speak for

itself’".

The presentation of this report, although
constrained by data availability, is organ-
ized around the following issues that
relate to the significant contribution
made by the small business community
to the Canadian economy:

contribution to GNP;
employment;
viability;

taxation;

foreign ownership.

The discussion of these issues is based
on an overview of the incorporated and

 unincorporated business sectors.

The overview consists of a graphical and
statistical description of businesses in
Canada.

It was intended, in the planning phase of
this report, that data would be collected
to allow for an analysis of export trends,
and for a statistical comparison with
OECD countries. However, it has not
been possible to address these issues in
this report because of the lack of suit-
able data. Export data is not currently
available for the range of business sizes
from small to large; however, personnel
at Statistics Canada and Industry, Trade
and Commerce (IT&C) are attempting to
derive this data. The OECD countries do
not, as yet, produce statistics in a
uniform format and it is therefore not
possible to present a meaningful com-
parison between Canadian data and data
from other OECD countries. Canada is
continuing its efforts to bring about uni-
formity in the presentation of business
statistics among all OECD members.

The elaboration of the initial report
(published in 1978) has resulted in the
collection of more data than can possibly
be included in this publication. As a
result, statistics at the 3-digit Standard
Industrial Classification (SIC) level of dis-
saggregation (for incorporated business
only), including a provincial breakdown,
remain within the Small Business Secre-
tariat of IT&C and are available to
researchers upon request. This data
includes values for such attributes as
sales, profits, and selected financial
ratios for many, but not all, 3-digit SIC's.
Data for certain 3-digit SIC's are not
available because the small number of
corporations so classified do not satisfy
the confidentiality requirements of the
data source.

Tabular summaries, presenting statistics
that relate to most issues included in
this report, are provided in Appendix A,
Tables A1.1 to A1.7 inclusive. The
“‘viability”” of the small business sector
is not a topic that can be summarized
and is therefore omitted from these
tables. Also, a summary of ownership
characteristics could not be included in
these tables.



Methodology

Data sources

A profile of the Canadian business uni-
verse was developed using source data
from Statistics Canada, complemented,
to some extent, by data readily available
from other sources. For example, re-
quired data on bankruptcy trends was
already available in aggregate form from
Consumer and Corporate Affairs.

One of the principal data sources, within
Statistics Canada, is financial statements
from the Tax Record Access Sub-
Division. This division has access to the
T1 unincorporated income tax return
records provided in special form to
Statistics Canada. An unduplicated his-
torical sample of T1 records from the
1973 through 1975 tax years was used
to determine the appropriate weightings
to be applied to a selected sample of
1976 T1 tax returns. The weighted sam-
ple is a projected representation of the
1976 unincorporated business universe.
This data includes gross and net busi-
ness income, with provincial and industry
sector breakdowns. This data source
was used extensively.

The second major data source is the
Business Finance Division. This division
creates transcripts of T2 corporate
income tax returns. Statistical data
includes gross and net income, assets,
taxable income and equity. Segmenta-
tion of the data (by use of the SIC code)
facilitates identification of industry
characteristics from these universe tran-
scripts. After initial evaluation of this
data at Statistics Canada, a sampling
procedure is used to select a represen-
tative sample of T2 files from which a
complete transcript of a large number of
data elements is obtained. This micro-
data transcript includes hundreds of data
items from the balance sheet and income
statements. This data is used for the an-
nual Statistics Canada publications. This
data source was also used extensively.

Description of relevant Statistics
Canada data procedures

Selecting data aggregations

As noted earlier, the primary objective of
this study is to describe the business
universe with respect to size, using a
variety of criteria. The only indication of
size that is common to both unincor-
porated and incorporated businesses, if
Statistics Canada tax data is used, is
sales.

The term sales is defined somewhat
differently for the incorporated and unin-
corporated data sources. For the unin-
corporated data, sales is defined as re-
ported gross business income. Normally,
this will not include investment, rental or
employment income.

For the incorporated sector all major
revenue items are included in sales, as
well as corporate dividends.

Five sales classes were chosen to trace
sufficiently the transition from small to
large. Statistics are presented for each
of these sales classes whenever pos-
sible; however, data confidentiality
requirements have meant that it is often
necessary to collapse one or more sales
classes. The five sales classes are:

Class 1
Annual sales less than or equal to
$50,000

Class 2
Annual sales greater than $50,000 but
less than $250,000

Class 3
Annual sales greater than or equal to
$250,000 but less than $2,000,000

Class 4
Annual sales greater than or equal to
$2,000,000 but less than $20,000,000

Class 5
Annual sales greater than or equal to
$20,000,000

From the above list of five sales (size)
classes it can be observed that small
businesses may be arbitrarily described
as those having less than $2 million in
total sales; large businesses are those
having $2 million or more in total sales.
These definitions are “‘working’’ defini-
tions and are useful in the context of this
publication in that they facilitate the dis-
cussion of statistical data presented
from Chapter 2 onwards.

As previously discussed, many studies
use the criterion ‘‘number of employees’’
for measuring the size of a business.
Since this latter criterion is widely used
it would be useful if the sales size
benchmarks denoted above could be ex-
pressed jointly in terms of value of sales
and number of employees.Accordingly,
the number of employees, that on
average, are employed by those busi-
nesses having an average of $2 million
in total sales is expressed below for
each major commercial sector. A busi-
ness having approximately $2 million in
total sales typically employs about:

75 employees in the Manufacturing
sector

50 employees in the Transportation
sector

30 employees in the Construction
sector

15 employees in the Trade sector
100 employees in the Service sector
20 employees in the Finance sector

The above information was obtained
from an internal Industry, Trade and
Commerce file. The reported corres-
pondence between sales and employees
is judged to be a good and useful ap-
proximation at the major commercial
sector level, nonetheless, these resuits
should not be generalized to lower levels
of sector disaggregation (i.e., below the
major sector level) as the approxima-
tions become increasingly unrealistic.
Also, it must be stated that the corres-
pondence between sales and employees,
as expressed above, is valid for 1976
only.
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Sampling procedures

The unincorporated business universe
was derived using the following sampling
plan. The 1976 T1 sample was con-
structed by using a stratified sampling
plan, with sales (gross business income)
as the stratifying variable. The sample
drawn consisted of 145,355 records.
Businesses with more than $50,000 in
sales were sampled more frequently
than those with less sales. Weight adjust-
ments were then applied to give pro-
Jected universe estimates for 1976.

Statistics Canada excluded unincor-
porated business entities recording less
than $10,000 in sales. Businesses with
less than $10,000 in sales were not con-
sidered true full-time businesses. This is
Supported in part by the fact that these
tax filers also declare large amounts of
empioyment earnings.

There is an additional problem, for the
unincorporated sector, with respect to
partnerships. There is no direct adjust-
ment on the T1 tax reporting form for
sales reported by businesses owned in
partnership. To avoid double counting
businesses and misclassification of data,
corrected sampling weights were applied
to adjust the partnership data; specifi-
cally, this corrected the number of busi-
nesses counted and the sales attributed
to each member of the partnership.

The incorporated data was taken directly
from the census of T2 files available to
the Business Finance Division of Statis-
tics Canada. As only five financial attri-
butes were available from this census
file, a *’sample file’’ containing detailed,
corporate, financial information was also
employed. A representative sample of
22,516 corporations was selected from a
Universe (1976) of 325,225. Ali Corpora-
tions having assets greater than $5 million
were included in the sample. The
remaining corporations were chosen by
Stratified sampling techniques with the
selection criteria based on asset size at
the 3-digit SIC level of disaggregation.

Further information with respect to the
sampling schemes for unincorporated
and incorporated business sectors is
available, in the form of a working paper,
from the Smali Business Secretariat.

Reliability considerations

The following comments relate to the
reliability of the sampling designs. The
sampling variation of estimates, both for
the unincorporated and incorporated
sampling plans should not exceed 15 to
20% error for the aggregate statistics in
each sales class. In most cases, for
sales of $2 million and greater, the
sampling error should be quite small or
even negligible.

There are other sources of error which
may enter the tabulated statistics. Classi-
fication errors may arise due to reporting
inconsistencies or to coding errors. A
sampling design effect may occur due to
the non-correlation of the classification
criterion, which is sales size, with the
sampling design criterion, which is
assets. For the incorporated sector,
computer storage considerations re-
quired rounding of data to the nearest
thousands. This would clearly cause
some error for the smaliest sales class
statistics. Another source of error may
occur due to editing and imputation
effects on the data.

A decision was made to eliminate the
Finance sector from the analyses pres-
ent in the text for each of the issues
mentioned above. This action was taken
largely because of the classification
errors that occur in this sector. For ex-
ample, the value of sales, as reported by
holding companies, consists mainly of
dividends paid by business entities that
are under the umbreila of the holding
company. That specific holding company
then, would appear in a sales class that
reflected profits rather than the intended
attribute — sales. The inclusion of data
for this sector would, in our opinion, in-
troduce significant distortions that would
be unacceptable in terms of this report.
Accordingly, data for the Finance sector
for selected issues is to be found only in
Appendix A.

In summary, where the sample size was
sufficiently large, errors related to sam-
pling and other effects are likely to be
small enough to ensure a high degree of
data reliability. It is cautioned that even
a large sample size does not necessarily
preclude biased resuits that could be
caused by a significant systematic error
in the data. Only intensive further analy-
sis on suspect, tabulated statistics can
ensure overall data reliabifity.

Technical comments on the tabulated
statistics

The profile of business in Canada is
developed using three descriptive statis-
tics. The first of these is the number of
businesses. This statistic is self-
explanatory. All businesses in Canada
are included with the exception of unin-
corporated professionals, commissioned
salesmen, farmers and fishermen. it
should be noted that the total number of
businesses includes about 29,000 cor-
porations that reported sales of between
$0 and $499. These corporations may be
inactive or in the process of starting up.
If a corporation is in the process of
starting up it may have considerable
assets but yet report zero sales. Clearly,
this fact can introduce some distortions
in the statistics for the smallest sales
class (less than $50,000). Aiso, the num-
ber of unincorporated businesses was
reduced by about 225,000 businesses
which reported sales of less than $10,000.

The second statistics in sales. Sales
represent total gross business revenue
for corporations. For incorporated busi-
ness, this included operating revenue
directly attributable to the business,
such as sales of products and services,
as well as rental, investment and other
income earned. Capital gains are ex-
cluded. For unincorporated businesses,
rental, investment and other income are
usually not included. Therefore only in-
come directly attributable to the busi-
ness was included. In addition, capital
gains are usually separated and there-
fore not included for unincorporated
businesses.




The third comparative statistic is pre-tax
profits. Pre-tax profit is the income
remaining after alt expenses and provi-
sions, including interest on debt and de-
preciation expenses have been deducted,
but prior to the deduction of income
taxes. For compatibility purposes, pre-
tax profits here include non-recurring
items (for incorporated businesses).

The pre-tax profit figure has been used
for two reasons. First, for unincorporated
businesses, profits of the business are
taxed at the individual's tax rate. Profits
for incorporated businesses are taxed at
corporate rates (nominal rate is about
46%). Clearly, for unincorporated busi-
nesses the after-tax profit figure would
be very difficult to determine. Second,
the actual tax liability is very much a
function of the ability of the business to
defer tax and of the tax abatements pro-
vided by governments to accelerate
business expansion. It is not soiely
related to the income producing ability
of the enterprise.

One further problem must be recognized
at this point. Incorporation provides a
legal separation between ownership and
the business entity. However, profits
may be extracted through either salaries
or dividends. For unincorporated busi-
nesses, the salary of the owner/manager,
or seif-employed individual, as the case
may be, is the residual profit reported
after business expenses are deducted
from business revenues. Since the
salary of the owner of the business wili
be treated as an expense for incorporated
businesses but usually not for the unin-
corporated, the latter will appear to be
more profitable ceteris paribus.

Table 1.1 provides a comparison of defi-
nitions (as used in this study) pertaining
to incorporated and unincorporated
businesses.
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Balf’_'e_:ﬁ tor Attri Item Incorporated Businesses Unincorporated Businesses
efin — - - —
lncoréé?:tidoarnd‘tl;':iwce:rocfyrated Sales Includes dividends and other Excludes capital gains, dividends
Business P revenue items such as rental and and other revenue items such as
investment income. Excludes rental and investment income.
capital gains
Pre-Tax All wages and salaries are Wages of the proprietor are usually
Profits included as an expense item. excluded from salaries, since the
business entity and ownership are
not differentiable.

Taxes Taxes are calculated using Taxes are calculated at the per-
corporate rates (46%) subject to sonal tax rate of the proprietor.
special abatements such as the
small business deduction.

Return on Profit on sales will usually appear

Sales to be higher for small business,

since the salaries are not usually
included as an expense for the
proprietor.
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Introduction

This chapter of the report presents an
overview of all commercial sectors (de-
fined below) in the Canadian economy.
The distribution of all businesses in
Canada, both incorporated and unincor-
porated, is tabulated for five sales
classes. This provides a comprehensive
picture with respect to the number of
businesses, sales, and pre-tax profits.

The industrial sectors are derived by
structuring the industrial classifications
used by the Business Finance Division
of Statistics Canada into seven (7) major
categories. Following, is a brief descrip-
tion of the industrial sector breakdown
with SIC classifications included. The
SIC Manual was modified somewhat in
1970 to provide a specific description for
some industry classifications which were
previously aggregated. Nevertheless, the
1970 SIC classification did not signifi-
cantly affect the 1960 breakdown at the
aggregate levei presented here. The
classifications are as foilows:

Manufacturing (SIiC 101 to 399
inciusive)

This category includes both primary and
secondary manufacturing. This includes
classifications such as primary metal in-
dustries, metal fabricating, machinery,
petroleum and coal product industries,
chemicals, food and beverage, tobacco
products, leather, textiles, knitting mills,
clothing, wood and furniture.

Transportation (SiC 501 to 519
inclusive)

This group includes all transport modes
such as air, rail, water, truck, bus, urban
transit and pipelines.

Construction (SIC 404 to 421 inclusive)

This encompasses general contractors,
and special trade contractors.

Trade (SIC 602 to 699 inciuslive)

This classification includes both whole-
sale and retail trade. This includes
wholesalers of farm products, energy
products, merchandising, durables, non-
durables, machinery and building mater-
ials; also included are retailers of food,
durables, non-durables, drugs, florists,
alcoholic beverages, jewellery, and
books.

Services (SIC 801 to 899 inclusive)

Services include commercial education
and related services, commercial health
services, services to business manage-
ment, amusement and recreation, per-
sonal services, and accommodation and
food services. Excluded are non-
commercial services (SIiC 831 and 873).

Finance (SIiC 701 to 737 Inciusive)

The most important inclusions in the
Finance sector are the banks and other
deposit accepting institutions, other
credit agencies, security brokers and
dealers, investment and holding com-
panies, and real estate operators.

All others (SICs 011 to 099, 524 to
5§79, 902 to 991)

The most important classifications in-
cluded here are agriculture, forestry,
fishing and trapping, mining, communi-
cations, public utilities.

Further details may be obtained from the
SIC classification description'.

1avallable from Statistics Canada — Catalogue No.
12-501-Occasional

Industrial codes for businesses are as-
signed on the basis of the codes for
their constituent establishments. The
establishment — typically a factory,
mine, store or similar unit — is defined,
for statistical purposes, as the smallest
separate operating entity capable of re-
porting basic industrial statistics. For
businesses operating from only one
establishment, classification is usually
quite straightforward. When however, a
business has several establishments
engaged in different industries, classifi-
cation is much more difficult. Such busi-
nesses are assigned a 3-digit SIC on the
basis of the largest share of value added
or its eguivalent.

Aggregating the industrial classifications
into seven sectors reduces the ciassifl-
cation problem somewhat because of
the averaging process that ensues.

Analysis

All Canada profile

The distribution of all businesses in
Canada is presented for five sales
classes. Included are incorporated and
unincorporated businesses in the seven
commercial sectors, as previously
described.

Figure 2.1 depicts the incorporated and
unincorporated business universe as it
existed in 1976. Included as part of the
unincorporated universe are statlstics
(number of businesses, sales) pertaining
to self-employed fishermen, farmers,
professionals and salesmen. These busi-
nesses number approximately 429,021,
in aggregate, and have reported sales of
16.6 billion doliars. These statistics are
presented to provide an indication of the
overall magnitude of the Canadian busi-
ness universe. However, this data is not
sufficiently refined to warrant inclusion
in the analyses of the remaining com-
mercial sectors. As a result, the re-
mainder of this section will focus on
statistics for the seven commercial
sectors only.

13
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In 1976 the Canadian business universe,
as covered in this report, consisted of
approximately 646,423 businesses. This
number is less than the comparable
figure published by Statistics Canada
and Revenue Canada due to exclusion
of unincorporated businesses with less
than $10,000 in sales. Increasing the
lower sales boundary, for unincorporated
businesses, from $5,000 (1974 data) to
the present $10,000, excluded an addi-
tional 72,000 businesses. As may be
seen in Figure 2.1 unincorporated busi-
nesses comprise about 50% (321,198)
of the businesses in Canada but account
for only 7.5% (28.0 billion) of total sales.

incorporated businesses had reported
sales totalling 347.6 billion dollars. Ex-
cluded from the preceding figures are
professionals, those on commission in-
come, farmers and fishermen. Incorpor-
ated farms are included.

Businesses with sales less than $2 million
per year accounted for 97% of all busi-
nesses in Canada and for 25% of total
sales (Figure 2.2).

Figure 2.3 depicts the unincorporated
business universe. The majority of busi-
nesses (95%) in this sector have sales
less than $250,000 and account for
60% of the total volume of sales.

Figure 2.4 presents comparable data for
the incorporated sector. In this sector
95% of the businesses have sales less
than $2 million per year and account for
about 20% of the total volume of sales.

Table 2.1 is a summary of the pie chart
and histograms that have been addressed
in the preceding analysis. In addition,
values for pre-tax profits are presented.
Excluded from this table are statistics
related to self-employed farmers, fisher-
men, professionals, and salesmen.

Tables A1.1 to A1.7 inclusive in Appendix
A provide a percentage summary of the
contribution made to the Canadian
economy for six commercial sectors.

Provincial profile

The provincial profiles depict both incor-
porated as well as unincorporated busi-
ness in each province over the range of
five sales classes. The descriptive statis-
tics presented include the number of
businesses and sales.

A problem arises in the construction of
the provincial profiles. Much of the sales
and profits generated in Canada are pro-
vided by large businesses operating in
more than one province. In 1976 only
about 0.4% of all businesses were multi-
province businesses. However, these
businesses accounted for 54% of all the
taxable income. Provincial sales and net
income for multi-province corporations
can be allocated to the appropriate prov-
ince only by the use of a taxable income
proxy. If the corporation has taxable in-
come in a number of provinces, then
sales and net income are divided among
the provinces in the same proportion as
taxable income. For example, if corpora-
tion X declares 20% of its taxable in-
come in Alberta and 80% in Manitoba,
then sales and profits are apportioned
accordingly.

if the company declares no taxable in-
come, then sales are allocated to the
province in which the District Tax Office,
to which the corporation reports, is
located. This may be a significant
source of bias in the provincial profile if
companies which do not report taxable
income are large and numerous. At
present, there is no practical way of
identifying the aforementioned com-
panies and hence assessing the degree
of distortion present in the provincial
statistics.

The provincial allocation of taxable in-
come (and sales) is based on the proxy:
1/2 (r/R + s/S) T: where

r is the annual sales attributable to a
jurisdiction

s is the salaries and wages attributable

to a jurisdiction

is the total annual sales for the

corporation

is the total annual salaries and

wages for the corporation

is the taxable income allocated

- » D

This proxy appears to be relatively effec-
tive for distributing sales but less effective
for the allocation of pre-tax profits. For
this reason statistics for pre-tax profits
are not presented in the provincial tables.
Sales figures for the largest two sales
classes should be used cautiously since
a large proportion of the sales in these
classes are derived from multi-province
corporations. Additionally, the statistics
for the Yukon and Northwest Territories
are included with those of British Colum-
bia and Alberta respectively.

Table 2.2 presents a provincial profile of
incorporated and unincorporated busi-
ness in Canada. The descriptive statis-
tics (number of businesses and sales)
are presented for each of five sales
classes. For purposes of this section, all
businesses with $2 million in sales or
less have been defined as small. All
businesses with sales greater than

$2 million are deemed large. This break-
down is not meant as a definition of
small versus large business but is made
to facilitate the analysis.

Because of rounding procedures, totals
for tables at the provincial level may not
agree with similar tables at the “All
Canada"’ level.

Newfoundland

There were 8,364 businesses in New-
foundland in 1976. Total sales amounted
to about $3.6 billion — about 1.0% of all
business sales in Canada.

Prince Edward Island

Total sales for PEl amounted to $782
million in 1976 about 0.2% of the national
sales total. The number of businesses in
the province total 2,706.
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Nova Scotia

There were 18,946 businesses in the
province of Nova Scotia in 1976. Total
sales amounted to about $7.2 billion or
about 2% of total sales in Canada.
Small businesses accounted for 34% of
total sales and 98% of the total number
of businesses.

New Brunswick

There were 17,454 businesses in New
Brunswick in 1976 — 98% of these
were classified as small. Total sales for
all businesses in the province totalled
about $6.6 billion or about 2% of the
national total. Small business sales were
about 35% of the provincial total.

Quebec

Small businesses in Quebec comprised
about 97% of the 146,364 businesses in
the province in 1976. Total sales were
approximately $89 billion — about 24%
of the national total. Small businesses
accounted for about 26% of provincial
sales.

Ontario

There were 235,867 businesses in
Ontario in 1976 with total sales of $148
billion — about 40% of the national
total. Small business accounted for 97%
of the total number of businesses and
for 23% of the total provincial sales.

Manitoba

Manitoba had 25,886 businesses located
in the province in 1976. Of these, 97%
were considered small. Sales in the
province totalled about $13.2 billion —
4% of the national total. Small business
accounted for 26% of the province's
sales.

Saskatchewan

There were 23,420 businesses in Sas-
katchewan in 1976. Small businesses
accounted for 98% of the businesses
and 32% of the total sales in the
province. Business sales of $10.1 billion
represented about 3% of all business
sales in Canada.

Alberta

Alberta reported 66,095 businesses in
1976. Small businesses accounted for
97% of the number of businesses in the
province and for 18% of the reported
business sales. Total business sales of
$52.6 billion for the province was about
14% of the national figure. The afore-
mentioned statistics include those of the
Northwest Territories.

British Columbia

There were 101,045 businesses in the
province of British Columbia in 1976.
These businesses reported sales of
$41.6 billion — about 11% of the national
figure. Approximately 98% of all busi-
nesses in the province were small, and
these accounted for 31% of provincial
sales. The statistics for British Columbia
include those of the Yukon.

Yukon and Northwest Territories

Regrettably, statistics for the Yukon and
Northwest Territories could not be reliably
separated from those for corporations
that filed tax returns in British Columbia
and Alberta. For those multi-province
corporations that have taxable income,
sales are allocated according to a previ-
ously described formula. If a corporation
has not reported a taxable income, then
the district office in which it files the

T2 corporate income tax return must be
used as a proxy for the location of the
corporation. For the Yukon and North-
west Territories, the district tax offices
are located in British Columbia and
Alpberta respectively.

Table A2.1 in Appendix A provides a
summary of the above analysis for the
provincial business profiles.
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Figure 2.1

Profile of All Business in Canada: 1976
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Commercial Sector
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Figure 2.2
Profile of All Business in Canada for
Various Sales Classes: 1976
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(8 000)

03

over $20 000
Total Number of Businesses
(%)

$20 000
to
$2 000

26 |

Total Sales .
(%)

less than
486

T T T 1

50% 40 30 20 10 0 0 10 20 30 40 50%

17



1

aw Qltatiatla. — - =~ e -

New Statistics on Small Business in Canada

Statistical Profile for Unincorporated and Incorporated Sectors — 1976

Figure 2.3
Profile of Unincorporated Business in
Canada for Various Sales Classes: 1976
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Figure 2.4
Profile of Incorporated Business in
Canada for Various Sales Classes: 1976
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Table 2.1

Profile of All Business for Various
Sales Classes for All Canada: 1976

(In miliions of dollars)

20

Sales Number of Total Profit
Classes ($000) Businesses Sales (Pre-Tax)
Less than Unincorp. 191,807 4,709.8 1,107.8
$50 Incorp. 122,439 1,779.8 97.8

Total 314,246 6,489.6 1,205.6
$50 to Unincorp. 113,574 11,985.6 1,485.2
$250 Incorp. 104,388 13,186.2 1,085.7

Total 217,962 25,171.8 2,570.9
$250 to Unincorp. 15,581 6,605.9 406.6
$2,000 Incorp. 80,218 53,7141 3,132.7

Total 95,799 60,320.0 3,539.3
$2,000 to Unincorp. 236 4,648.9 91.2
$20,000 Incorp. 16,399 86,006.1 5,016.5

Total 16,635 90,655.0 5,107.7
Over Unincorp. — — —
$20,000 Incorp. 1,781 192,959.2 15,020.1

Total 1,781 192,959.2 15,020.1
Total Unincorp. 321,198 27,950.2 3,090.8
Canada Incorp. 325,225 347,645 .4 24,352.8

Total 646,423 375,595.6 27,4436

Sources: Business Finance Division,

Statistics Canada,

Tax Record Access Sub-Division,

Statistics Canada.

Small Business Secretariat,
Department of (ndustry,
Trade and Commerce.
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New Statistics on Smail Busi In Canad.
Tab[e 2.2 ) Sales Class ($000)
Profile of All Business for Various Less $50 $250  $2,000
Sales Classes for Each Province: 1976 than to to to Over
(In miliions of oliars) Province $50 $250 $2,000 $20,000 $20,000 Total
Nfld. No. of Bus. 4105 2,721 1,303 216 19 8,364
Sales 94.7 327.8 * * * 3,645.9
% of Sales 1.4% 1.3% 1.0 %
P.E.Il No. of Bus. 1,298 891 459 57 1 2,706
Sales 27.0 105.2 * * * 782.3
% of Sales 0.4% 0.4% 0.2%
N.S. No. of Bus. 9,080 7,104 2,361 372 29 18,946
Sales 194.4 818.1 1,450.4 18620 28391 7,164.0
% of Sales 3.0% 3.2% 2.4% 21% 1.5% 1.9%
N.B. No. of Bus. 8,661 6,168 2,283 314 28 17,454
Sales 186.5 7199 13991 1,571.8 2,709.0 6,586.3
% of Sales 2.9% 2.9% 2.3% 1.7% 1.4% 1.7%
Que. No. of Bus. 66,513 49,842 24,919 4,708 382 146,364
Sales 1,428.1 5,831.5 16,032.3 25,613.1 40,5666 89,471.6
% of Sales 22.0% 23.2% 26.6% 28.3% 21.2% 24.0%
Oont. No.of Bus. 114,766 79,276 34,689 6,407 729 235,867
Sales 23284 9,137.4 22,063.4 35084.7 79,653.0 148,266.9
% of Sales 35.9% 36.3% 36.6% 38.8% 41.7% 39.7%
Man. No. of Bus. 13,728 7,871 3,599 628 60 25,886
Sales 278.5 8948 2,267.8 3,3345 46,3869 13,1625
% of Sales 4.3% 3.5% 3.8% 3.7% 3.3% 3.5%
Sask. No. of Bus. 11,557 8,114 3,256 451 42 23,420
Sales 256.9 932.7 20149 22833 4,573.1 10,0609
% of Sales 4.0% 3.7% 3.3% 25% 2.4% 2.7%
Alta. No.of Bus. 33,395 20979 9,730 1,704 287 66,095
Sales 680.8 2,4287 6,081.1 9,331.0 34,091.0 52,6126
% of Sales 10.5% 9.7% 10.1% 10.3% 17.9% 14.1%
B.C. No. of Bus. 51,027 34,918 13,150 1,761 189 101,045
Sales 1,011.1  3,9625 7,892.7 10,063.7 18,691.7 41,6217
% of Sales 15.6% 15.8% 13.1% 11.1% 9.8% 11.2%
All Canada No.ofBus. 314,130 217,884 95,749 16,618 1,766 646,147
Sales 6,486.4 25,158.6 60,280.9 90,537.0190,911.8 373,374.7
% of Sales 100% 100% 98.2% 98.5% 99.2% 100%

Sources: Business Finance Division,
Statistics Canada
Tax Record Access Sub-Division,
Statistics Canada.

Small Business Secretariat,
Department of Industry

Trade and Commerce.

*Omitted because of confidentiality requirement
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Contribution to GNP for Various Sizes of Business

Introduction

In this section the contribution to Gross
National Product (GNP) made by various
sizes of businesses in five commercial
sectors' will be examined. The Finance
and “'others'' sectors are excluded from
the analyses because of data suitability
a_nd interpretation problems as previously
discussed in Chapter 1. To facilitate
analysis, businesses with less than

$2 million in total sales will be classed
as *‘'small"", while those having $2 million
or more in total sales will be called
“large’”, This ad hoc usage of the terms
smgll and large business is one of con-
venience and is not meant to be definitive.

Th_e contribution to GNP is measured
using income data for incorporated and
Unincorporated businesses in Canada.
Speplfically. base profits (inciudes depre-
Ciation) and salaries and wage data
were used for incorporated businesses,
wh||e_ pre-tax profit, depreciation, and
salarle.s and wage data were used for
the unincorporated sector to measure
the contribution to business GNP. Data
de;aﬂing the gross receipts from owner-
ship of land and buildings (less allowable
expenses), commonly defined as ‘‘rent”,
was omitted because it was not avail-
able from the data sources used for this
Study. The attributes used to measure
the contribution to GNP comprise about
90% of the actual total contribution
made by businesses of various sizes in
the five commercial sectors

The resuits of the analyses (to follow)
are presented in both absolute and rela-
tive terms. However, from preceding dis-
cussion, it is apparent that while the
absolute value of the measure of contri-
bution to GNP slightly underestimates
the actual contribution, the relative con-
t_rlbution accurately reflects the contribu-
tion made by various sizes of
businesses.

1 .
'I]'_he five commercial sectors are: Manufacturing,
rade, Services, Construction and Transportation —
88 previously defined.

Analysis

The relative contribution to GNP made
by all businesses of various sizes, in five
selected commercial sectors is depicted
in Figure 3.1. Small businesses, in the
five aforementioned sectors, were re-
sponsible for about 30% of the total
contribution to business GNP in these
sectors in 1976. These same small busi-
nesses generated about 25% of the
total sales (Figure 3.1). The small busi-
ness contribution to business GNP in the
five sectors is in excess of their impact
in the market, as measured by their per-
centage of sales. One possible explana-
tion for this may be the fact that small
businesses are more labour intensive
relative to large businesses. Salaries and
wages account for about 76% of the
small business contribution to GNP,
compared with 65% of the contrbution
made by large businesses’. The five
commercial sectors, referred to above,
accounted for about 42% of Canada’s
total GNP. The difference being com-
prised of financial institutions, govern-
ment at all levels, hospitals and ‘‘others".

In the commercial sectors that are rela-
tively labour intensive, the small business
portion of the total contribution to GNP
is substantial. For example, in the Serv-
ice, Construction and Trade sectors, the
small business contribution to GNP was
approximately 58%, 53% and 37%
respectively; see Tables A3.5, A3.3, and
A3.4 in Appendix A. In sectors that are
relatively capital intensive — Manufac-
turing and Transportation — the small
business contribution to GNP was 12%
and 25% respectively; see Tables A3.1
and A3.2 for details. Table 3.1 presents
an overview of five commercial sectors

in aggregate.

The absolute and relative statistics that
pertain to the contribution to GNP made
by various sizes of businesses in each of
six commercial sectors, are to be found
in Appendix A, Tables A3.1 to A3.6
(inclusive).

1Statistics are from unpublished data obtained from
Statistics Canada.
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Figure 3.1

The Relative Contribution to GNP
Made by Business Within a Sales
Class, by Sector: 1976
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Table 3.1 Business Percent
Contribution to GNP Made by All Total Contribution of
Business for Various Sales Classes Sales Number of Sales to GNP Business
for Five Commercial Sectors: 1976 Class ($000) Businesses ($ million) ($ million) GNP
Less than $50 211,615 4,761.7 1,931.7 2.4%
$50 to $250 167,309 19,574.9 6,495.7 8.2%
$250 to $2,000 81,258 51,993.2 15,2411 19.2%
$2,000 to $20,000 14,817 80,493.9 19,7521 24.9%
Over $20,000 1,472 147,170.8 36,044.3 45.3%
Total Canada 476,471 303,994.5 79,464.9 100%
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada, Department of Industry,
Tax Record Access Sub-Division, Trade and Commerce.

Statistics Canada.
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Introduction

The following employment profile is an
estimate of total employment for an ag-
gregate of five commercial sectors, over
four sales classes. The aforementioned
estimates are provided for four time
Periods, at two year intervals for the
years 1972-1978 inclusive. The reader is
reminded that the Finance sector is ex-
cluded because it introduces some dis-
tortions as discussed in the Introduction
to this report. The *‘others’ sector is
excluded for all analyses.

Additionally, employment estimates are
Provided for an aggregation of six com-
mercial sectors (including Finance) and
for each of the six commercial sectors
fpr the years 1974 and 1976. The term

employment’ as used in this study, is
all inclusive. It includes employees and
Working owners of unincorporated busi-
nesses. This distinction is significant, in
that some current studies on the subject
do not include the latter. In 1976, there
were approximately 275,000 sole pro-
Prietors in Canada and virtually all of
these owned small businesses.

It was originally intended that a detailed
€xamination of capital intensity be in-

cluded as part of the employment profile;

ltggorljanonal_e being that the capital to
numbr MiX is a major determinant of the
iy varer of people that will be employed
of 2 I0US sizes of business. The results
o ?n{alyses to date, however, were
oo Clusive. This could have occurred
able bvgnety of reasons, the most prob-
o Weelr;g that the measures used were
> m:a 10 detect the expected trends.
conditionz%res selected were entirely
8 conseq by data availability, and, as
10 whian Nce, there was no choice as
Ch Measures to select.

Although the results of the analysis
INCconclusive, it was still
clude the data that were
pendix A, -Ta e data are contained in Ap-

Methodology —
Employment Statistics

A methodology to derive employment
estimates using tax data was required
because of the lack of published employ-
ment estimates for various sizes of busi-
ness (i.e., using magnitude of sales as
the size criterion). Although it was pos-
sible to derive employment estimates
from salary and wage data available
from Statistics Canada tax data, the
resulting employment estimates were
unreliable for our purposes.

Subsequently, an internal data file at
Industry, Trade and Commerce (IT&C),
was used 1o obtain estimates of the
average value of sales per employee for
each sales class and commercial sector
of interest. This IT&C file provides an
adequate ‘'sample representation’ of
the business universe for selected busi-
ness attributes’. Employment estimates
for 1974 and 1976 were then determined
by dividing the average sales per
employee (from the IT&C file) into the
total annual value of sales (from the
Statistics Canada tax file) for each
selected sales class and commercial

sector.

Similar procedures were used to esti-
mate employment for 1972 and 1978.
However, additional information and
methodological assumptions were re-
quired. Consequently, the employment
estimates for 1974 and 1976 are, In
general, more reliable than the 1972 and
1978 results. Detailed reliability analyses
of these results are also contained in the
Small Business Secretariat working
paper {(see aforementioned footnote).

Analysis

Employment

Figure 4.1 depicts employment trends in
relative terms, for an aggregation of five
commercial sectors, across four sales

classes, from 1972-1978 inclusive. Small

A detailed working paper, that describes this IT&C
data file in conjunction with the tax-based employ-
ment estimation methodology. is available from the
Small Business Secretarial.

businesses — those with less than $2
million in sales — account for approxi-
mately 42% of the total employment in
each of the four years for which esti-
mates were available. Table 4.1 presents
data (in absolute terms) for the attributes
employment, sales and number of
businesses.

Tables A4.1 to A4.7 inclusive in Appendix
A provide employment statistics for each
of six commercial sectors. The propor-
tion of total employment (within each
sector) ascribed to small businesses
varies widely among the commercial
sectors. For those sectors of the econo-
my that are relatively less concentrated
and relatively labour intensive — Con-
struction, Service, and Trade — small
businesses' share of total employment
was 68%, 66%, and 46%, respectively,
in 1976. In the highly concentrated sec-
tors — Transportation and Manufacturing
— small businesses’ provided for about
40% and 20%, respectively, of the total
employment within these sectors in 1976.

Capital intensity

Three ratios are used to measure capital
intensity for various sizes of businesses
within each of six commercial sectors:

salaries and wages to net fixed assets,
when examined over a range of business
sizes, provides a crude measure of the
rate of substitution of capital for labour.
If large businesses are substituting capi-
tal for labour, then the value taken on by
this ratio should decrease as business
size increases, ceteris paribus.

sales to salaries and wages measures
the output (in dollars) that is earned
when one hundred dollars of labour is
purchased. If capital is being substituted
for labour this ratio should increase as
business size increases, ceteris paribus.

sales to net fixed assets provides a
measure of output per hundred dollars
of capital. If large businesses are more
capital intensive than their smaller
counterparts this ratio should decrease
with an increase in business size, ceteris
paribus. See Appendix A, Tables A4.8 to
A4.13 (inclusive) for results.
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Figure 4.1

Employment Profile for Various Sales
Classes for Five Commercial Sectors
for All of Canada: 1972-1978
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Table 4.1

Employment Profile of All Business in
Canada.for Five Commercial Sectors
and Various Sales Classes: 1972-1978

(in millions of dollars)

Sales Class ($000) 1972 1974 1976 1978
Less than $50

No. of Businesses 233,745 252,041 211,615 228,179
Total Sales 5,135.4 5,022.9 4,761.7 5,195.6
Employment 413,945 393,213 361,996 383,581
$50 to $250

No. of Businesses 142,087 153,209 167,309 180,405
Total Sales 16,010.4 17,732.3 19,574.9 21,507.9
Employment 844,831 829,853 812,473 791,750
$250 to $2,000

No. of Businesses 62,988 67,918 81,258 87,618
Total Sales 39,705.7 43,475.9 51,993.2 56,482.1
Employment 1,182,139 1,203,952 1,339,203 1,356,406
Over $2,000

No. of Businesses 12,500 13,479 16,289 17,564
Total Sales 149,150.0 178,239.9 227,664.7 265,667.1
Employment 3,246,202 3,345,218 3,684,551 3,707,742
Grand Total

No. of Businesses 451,320 486,647 476,471 513,766
Total Sales 210,001.5 244,471.0 303,994.5 348,852.7
Employment 5,687,117 5,772,236 6,198,223 6,239,479

Sources: Business Finance Division,
Statistics Canada,
Tax Record Access Sub-Division,
Statistics Canada,
Department of Industry, Trade

and Commerce.

Small Business Secretariat,

Department of Industry, Trade

and Commerce.
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Viability of the Small Business Sector

Introduction

ln this section various aspects of the
flnancial health of small business are
discussed. In the first instance, the con-
Cept of interquartile analysis is introduced
and the results for small businesses are
compared to those for large businesses
for a small number of industrial sectors.
The interquartile analysis addresses the
following question: if all the businesses

N a group are ranked in order of per-
formance, then how did the median (or
average) business perform compared to
the 25th percentile business and the 75th
percentile? The interquartile analysis is
applied using four key financial ratios.

A second important indicator of the
financial viability of small business is the
net change in the number of corporations
over time. This includes new business
formations as well as discontinued busi-
nesses. These statistics are presented
for the 1975 calendar year,

It should be emphasized that the
Statistics to be presented relate to one
year only. The results that are depicted
In this single snapshot have been affected
by such environmental factors as Anti-
Inflation Board (AIB) rulings, and the busi-
ness cygle, It is therefore not possible or
appropriate to draw any long term infer-
ences from the data presented herein.

In_terquartile Analysis of
Financial Performance

The interquartile analysis was prepared
using the incorporated business universe
file. Al businesses within an industrial
sector were ranked according to the
four financial ratios described below,
and the performance of the above
avergge performer (i.e., the 75th per-
centile), the average performer (i.e., the
median or 50th percentile), and the
below average performer (i.e., the 25th
Percentile) were tabulated.

Next, each SIC class was segmented
(using sales) into five size groupings:

less than $50K, $50K-$250K, $250K-$2M,
$2M-$20M and greater than $20M. The
size classes were subsequently subjected
to interquartile analysis. Unfortunately,
when all businesses were divided into a
large number of small sub-groups two
problems emerged: confidentiality, and a
statistical problem related to the mini-
mum sub-group size required to complete
an interquartile analysis (i.e. a minimum
of ten firms were required). As a result,
in a large number of SIC classes the
interquartile analysis could not be com-
pleted for each of the aforementioned
size groupings. Resuits are discussed
below for some of the SIC classes for
which data was available. For purposes
of the analyses only two size groupings
were used. The $250K-$2M grouping
was considered to be representative of
small businesses, while the $2M-$20M
grouping was considered representative
of large businesses.

All businesses were ranked with respect
to four key financial ratios: pre-tax
profits to sales, sales to assets, assets
to equity and pre-tax profits to equity.
The pre-tax return on equity of a busi-
ness is dependent on the three pre-
ceding ratios." The profit margin on each
dollar of sales is converted to a final
profit on equity through asset turnover
and equity leverage. In other words, the
greater the assets employed for each
dollar of equity (through the use of debt),
the greater the final profits returned on
the equity. Similarly, the greater the
sales productivity for each dollar of
assets employed in the business, the
greater the final profits returned on
equity, ceteris paribus.

See Appendix A, Tables A4.8 to A4.13 (in-
clusive) for results.

Assets =

Pre-Tax Profits x Sales x Pre-Tax Profits

Sales Assets Equity Equity
(prolit margin) x {asset turnover) x (equity leverage) = (return
on equity)

The relationship between the various
ratios, as presented above, can be used
to derive the potential return on equity
that could be obtained. It must be pointed
out, however, that for the examples pre-
sented, the product of the ratios on the
jeft side of the equation will not equal
the return on equity. This occurs be-
cause the values for each of the four
ratio’s were ranked independently. The
values for the first, second and third
quartile for each ratio were obtained
independently and as such do not reflect
a single firm's performance but rather
the performance of a hypothetical firm.
That is to say that if one were to deter-
mine the product of values for: profit
margin by asset turnover by equity lever-
age, using data presented in the exam-
ples for the third quartile (for example)
one could determine the hypothetical
return on equity. However, the value ob-
tained in this manner would not equal
the actual return presented in the
example.

It is useful when studying the perform-
ance of a particular business (within a
given size class in a specific SIC group)
to assess the performance of that busi-
ness with respect to each of the ratios.
For example, a business that returns a
high profit margin on sales may have a
low return on equity because of low
asset turnover as well as modest lever-
age. There are of course, constraints on
the level of asset turnover and sales
margin that can be achieved. However,
this type of analysis will indicate where
there are weaknesses or strengths in a
firm's performance in relation to other
businesses.

It should be noted that asset turnover
may appear unusually high if either of
the following occurs:

the fixed assets owned by the firm are
old and hence largely written off;

the firm leases rather than purchases
fixed assets as a matter of policy.
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Also the values for each attribute, used
in computing the aforementioned ratios,
reflect book values and not market
values. Some specific examples of this
type of analysis are now described.
Tables of intergquartile analysis for a
number of other SIC groups are also in-
cluded in Appendix A.

In Table 5.1, an interquartile analysis is
provided for SIC 327, Shipbuilding and
Repairs. In this particular case, smali
businesses had a lower average pre-tax
profit margin (4.1%) than large busi-
nesses (7.1%); however, because of

a much higher average level of asset
leverage (2.2 times for the small firms
versus 1.6 times for the large firms), the
average return on equity for the small
firms (28.1%) exceeded that for the
larger firms (20.9%). Using the inter-
guartile analysis the average value for
any ratio is equal to the value of the
second quartile (50th percentile). In the
example presented above small business
had an average pre-tax profit margin of
4.1%. Since the average margin is
based on the 50th percentile, it can be
stated that 50% of small businesses had
a pre-tax profit margin of less than
4.1%, in SIC 327.

Tables A5.1.1 to A5.1.5 in Appendix A
include a cross-section of interquartile
analysis for businesses in five commer-
cial sectors.

In Table 5.2 a comparison is drawn (for
illustrative purposes) using interquartile
analysis for the small versus large busi-
ness, for a small number of SIC groups
(5) in each of five major commercial
sectors (Manufacturing, Trade, Construc-
tion, Services, and Transportation). For
each sector an unweighted average,
using the median of each SIC group, was
created as an indicator of performance.

Although in this particular, non-random
selection of companies, small businesses
appear to have performed better than
large businesses, it must be stressed
that only five SIC’s were included in
each sector average. Furthermore, the
average was based on unweighted data.
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These particular results, therefore, can-
not be used for inferring the relative per-
formance of small versus large business.
The resuits are indicative of the potential
of this type of analysis. The methodology
is being refined and extended — details
will be contained in a subsequent working
paper.

Tables A5.2.1 to A5.2.6 in Appendix A
include a list of SIC groups within the

five commercial sectors ranked according
to pre-tax profits on sales. In this case
the analysis includes businesses of all
sizes within each SIC group. For example,
in the Manufacturing sector the following
three SIC’s had the highest return on
sales, based on pre-tax profit margins:
(from Table A5.2.1).

Wool Yarn Mills (SIC 193)
Refractories Manufacturers (SIC 352)
Cord and Twine Industry (SIC 213)

The SIC's earning the lowest return on
sales included (from Table A5.2.2)

Manufacturing of Household Radio and
Television Receivers (SIC 334)

Veneer and Plywood Mills (SIC 252)
Cotton Yarn and Cloth Mills (SIC 183)

Trends in New Business
Formation

Recent data from Statistics Canada per-
taining to new company formation reveals
some interesting characteristics of new
business incorporations for the year
1975.

Table 5.3 describes the relative geo-
graphic distribution of new incorpora-
tions for 1975 compared to the known
business universe reported in 1974. The
largest proportion of new businesses
were incorporated in Ontario (34.6%)
followed by British Columbia (19.6%). As
an interesting observation, the volume of
new business incorporations in British
Columbia, Alberta and Manitoba in 1975
exceeded each of these provinces pro-
portion of the total number of busi-
nesses in Canada.

At the end of 1974 there were 281,889
corporations as reported by Statistics
Canada'. The net changes from 1974 to
1975 were:

41,206 new incorporations
24,755 corporations discontinued
(includes commercial failures)
2,853 commercial failures

As a result, there were 298,340 corpora-
tions at the end of 1975. Of the 41,206
new corporations in 1975, 86.4% were
businesses with less than $250,000 in
assets — clearly representative of very
small businesses.

Most of the new business incorporations
reported in 1975 occurred in three sec-
tors: Services, Finance and ‘‘Others”.
Surprisingly, only 4.2% of new business
incorporations were classified as
Primary Manufacturing and only 1.2%
as Secondary Manufacturing. Table 5.4
below describes the distribution of new
business incorporations and compares
this distribution to that of existing
businesses.

Corporation financial statistics — Catalogue 61-207
Annual.
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;Iaglg 5.1 . . . Sales Class  Quartile Pre-Tax Profits/ Sales/ Assets/ Pre-Tax Profits/
intor 27» Shipbuilding and Repair ($000) Q) Sales (%) Assets Equity  Equity (%)
nterquartile Analysis: 1976 $250 to 2Q 21 18 Y 28 1
$2,000 1Q - 3Q 14-125 15-24 14-48 5.1 -423
$2,000 to 2Q 71 1.7 1.6 20.9
$20,000 1Q - 3Q 46-120 1.3-24 14-25 10.3 - 37.5
Source: Business Finance Division,
Statistics Canada.
I?ulgte 5'-2 Sector Business Pre-Tax Profits/ ~ Sales/  Assets/ Pre-Tax Profits/
Perf ration of Average Size* Sales Assets  Equity Equity
Conormance for Five Major (%) (%)
ercial Sectors: 1976 ,
(Based on Five Selected SIC Medians per Sector) Manufacturing Eg:;g gg :: ? 28 ggi
Trade Small 6.0 2.1 2.3 35.3
Large 3.8 3.1 3.5 30.0
Construction Small 49 2.2 29 31.4
Large 4.0 2.2 3.6 30.8
Services Small 8.1 1.7 2.5 345
Large 4.3 1.9 2.6 27.0
Transportation Small 45 2.0 2.9 26.9
Large 4.2 2.4 41 28.4

Source: Business Finance Division,
Statistics Canada.

«Small refers to the sales class $250,000 - $2,000,000

Large refers to the sales class $2,000,000 - $20,000,000

Small Business Secretariat,
Department of Industry,
Trade and Commerce.
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Table 5.3 Universe: 1974 New Corporations: 1975 Growth

Geograghic Distribution _ol th_e Province Number Number Percent

Universe Prince Edward Island 959 191 199
Nova Scotia 6,390 1,071 16.8
New Brunswick 5142 863 16.8
Quebec 51,179 7,599 14.8
Ontario 89,564 14,261 15.9
Manitoba 10,525 1,475 14.0
Saskatchewan 8,976 1,397 15.6
Alberta 29,561 5,717 19.3
British Columbia
Yukon and N.W.T. 47,683 8,087 17.0
Total Canada 252,808 41,206 16.3

Table 5.4

Distribution of New Corporations in
1975 Versus 1975 Corporation
Universe by Commercial Sector
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Sources: Business Finance Division,

Statistics Canada.

Small Business Secretariat,
Department of Industry,
Trade and Commerce.

Commercial Universe: 1975 New Corporations: 1975
Sector Number Percent Number  Percent
Primary Manufacturing 1,736 4.2 14,401 4.8
Secondary Manufacturing 507 1.2 13,072 44
Transportation 3,047 7.4 10,396 3.5
Construction 5,879 14.3 33,353 11.2
Wholesale Trade 1,726 42 31,727 10.6
Retail Trade 3,963 9.6 46,882 157
Services 6,622 16.1 48,789 16.4
Finance 8,587 20.8 82,700 277
All Other 9,139 22.2. 17,020 57
Total Canada 41,206 100.0 298,340 100.0

Source: Statistics Canada

~ Unpublished data for 1975
- 61-207, Corporation Financial

Statistics, 1975.

Small Business Secretariat,
Department of Industry,
Trade and Commerce.
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Taxes Paid by Various Sizes of Business

Introduction

This section of the report will present
the results obtained from an analysis of
the taxgs paid by various sizes of busi-
nesses in 1976. A tax profile will be pre-
sented .for incorporated businesses only,
as profits for unincorporated businesses
are taxed at personal rather than corpor-
ate rates. The attribute — current taxes
Dayaple — used to measure taxes paid,
consists of the corporate provision for
Canadian federal and provincial income
taxgs payable in the current year. This
attribute is a close approximation to the
actual taxes paid by a corporation in a
given year, and is thought to be quite ac-
Curate at the major sector level.

Corporate, taxable income is nominally
taxed at a rate of 46%. However,
_because taxes are used as a policy
Instrument very few corporations are
actually taxed at the nominal rate. For
example, the first $150,000 of taxable
Income for small, Canadian controlied,
prl\;ate corporations is taxed at a rate of
25 Y. Anothgr tax credit available is the
drréanufac‘t’urnng and processing profits
€duction” which effectively reduces the
rate of taxation to 40% for large manu-
facturers and to 20% for small manufac-
turer‘s._Additionally, a 5% investment tax
credit Is available. This tax credit en-
ables f[rms to deduct from tax that is
oiherW|se payable an amount equal to
5% of the capital cost of new buildings,
fmach{nery and equipment used in manu-
acturing and processing operations.
Acgelerated write-offs (depreciation) for
various classes of capital assets are
alsp available. The major impact of faster
wrltg~offs is to increase the deferred tax
liability account while reducing taxes
payable in the current year.

The‘ wide range of tax advantages affect
businesses, of various sizes and in each
commercial sector, to varying degrees.
The ensuing analyses results from an
€xamination of very aggregated data —
data at the major commercial sector
level. The reader will appreciate that

businesses in a major commercial sec-
tor are not homogeneous. They sell dif-
ferent products under different market
conditions, and accordingly are treated
differently under the tax act. As a final
word of caution, data is presented for
one year only, and it is therefore not
possible to infer any long term trends in
taxation.

The effective rate of taxation on pre-tax
profits will be expressed in two ways.
The first expresses taxes paid as a per-
centage of pre-tax profits for all busi-
nesses, including those having net losses.
The effect of including corporations
having negative profits (losses) is, of
course, to reduce the net value taken on
by the denominator of the ratio. This
results in a rate of taxation that reflects
the rate of taxation that is borne by cor-
porations at large, in a particular sector.
This rate is not indicative of the average
tax rate borne by each of those corpora-
tions that actually pay taxes and has the
effect of overstating the rate of taxation
borne by only those corporations having
taxable income. The second method of
expressing the rate of taxation is to
include only those corporations having
taxable income when computing the
ratio of taxes payable to pre-tax profits.

There are small distortions inherent in
the results that follow. The problem stems
from the fact that the rates of taxation
were calculated by aggregating all cur-
rent taxes payable for a given sector
and sales class, and dividing by a similar
aggregation of pre-tax profits. The
results obtained as a resuit of this calcu-
lation are slightly biased towards the
larger corporations in a given celi. How-
ever, the degree of bias is mitigated by
dividing the corporate universe into
several size classes. This limits the size
of corporation in any one cell, thereby
reducing the tendency for the rate of
taxation paid by the large corporations
to dominate the average for that cell.

Analysis

Table 6.1 displays the relative tax rate
for corporations of various sizes, for an
aggregate of five commercial sectors.
This table shows that small businesses
with sales of less than $250,000 per
year were taxed as a group, at an effec-
tive rate of 38%. Small businesses with
sales of between $250,000 and $2 mil-
lion per year were taxed at a rate of
28% of their pre-tax profits. Large busi-
nesses, with sales of $2 million to $20
million, and over $20 million per year
were taxed at rates of 36% and 29%
respectively. The reader will recall from
the introductory discussion that the first
method of expressing the rate of taxa-
tion included losses in the denominator
of the ratio.

Tables AB.1 to AB.6 inclusive, in Appendix
A, display the effective tax rate paid by
various sizes of business in each of six
commercial sectors.

The rates of taxation for each of the five
comparable commercial sectors reflect
those found in Table 6.1 with the following
exceptions. The rate of taxation for cor-
porations with iess than $250,000 in
annual sales, in the Manufacturing se
(Table AB.1), was 114%. This is ir?dicac-tor
tive of the financial losses incurred by
manufacturing corporations of this size
in 1976. Also, it should be noted that in
Table A6.4 — Trade sector — for cor-
porations with sales in excess of $20
million per annum the rate of taxation is
22%. This value underestimates the true
rate of taxation for this sector and sales
class. The low estimate results from the
fact that provincial liquor, wine and beer
stores are included in the taxation statis-
tics. These stores earn large profits and
are exempt from taxation. in Table A6.8
cqrporations in the transportation sectorl
with $20 million and more in sales appear
tp be taxed at a rate of 21%. The rela-
tively low tax rate reflects the fact that
several of these corporations reported
substantial amounts of pre-tax profits
and were also able to claim tax rebates
as a result of losses carried forward
frpm the previous tax year. This provi-
sion in the Tax Act can obviously have
an effect on all tax rates presented in
this report.
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Table 6.2 presents a measure of the
relative tax rate borne by profitable cor-
porations (from a tax viewpoint) of various
sizes in five selected commercial
sectors. Corporations having less than
$250,000 in sales per annum were taxed
at an average rate of 21% of profits.
Small corporations with between $250,000
and $2 million in annual sales were taxed
at an average rate of 23%. Large busi-
nesses with sales of between $2 million
and $20 million were taxed, on average,
at a rate of 31%, while those with more
than $20 million in sales experienced a
27% tax rate. Tables A6.7 to A6.12 inclu-
sive in Appendix A, detail the rates of
taxation paid by profitable corporations of
various sizes, in each of six commercial
sectors.

Figure 6.1 compares the percentage of
the total tax bill paid by profitable cor-
porations of various sizes in an aggre-
gate of five commercial sectors, with the
percentage of total pre-tax dollars earned
by these same corporations. Small busi-
nesses — those with less than $2 million
in sales — paid 17.4% of the total tax
bill for these sectors. These same small
businesses earned 20.8% of the total
profits. Large businesses paid 82.6% of
the total tax bill and earned 79.2% of
the profits. The apparent imbalance
between the proportion of taxes paid
and the proportion of profits earned
may, in part, be explained by the differ-
ences in the nominal tax rate that exists
between small and large businesses.
The tax act entitles Canadian controlied
private corporations to a small business
deduction. The effect of this deduction is
to reduce the nominal tax rate, for quali-
fied companies, to about 25% as com-
pared to a nominal rate of 46% for all
other corporations.
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Figure 6.1

Percentage Comparison of Taxes Paid
Versus Pre-tax Profits Earned for
Various Sales Classes for All Profitable
Incorporated Business for Five
Commercial Sectors: 1976
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Table 6.1 Sales Class Number of Tax Pre-Tax Tax Payable x100%!/

Ratio of Taxes Payable to Pre-Tax ($000) Businesses Payable Profit Pre-tax Profit

Profit for Various Sales Classes for ($Million) ($Million)

All Incorporated Business for Five Less than $250 133,910 189.1 493.9 38.3%

Commercial Sectors: 1976 $250 to $2,000 5572 2.014.0 27.7%
$2,000 to $20,000 1,101.5 3,070.2 35.9%
Over $20,000 2,314.2* 8,049.1* 288%*

Table 6.2

Ratio of Taxes Payable to Pre-Tax
Profit for Various Sales Classes for
All Profitable Incorporated Business
for Five Commercial Sectors: 1976
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Total Canada

Source: Business Finance Division,
Statistics Canada.

Small Business Secretariat,
Department of Industry,
Trade and Commerce.

*Excludes data for Construction and Transportation sectors because of confidentiality requirements.

**Data not available because of confidentiality requirements.

Sales Class Number of Tax Pre-Tax Tax Payablex 100%/
($000) Businesses Payable Profit Pre-tax Profit
($Million) ($Million)
Less than $250 64,419 197 4 943.8 20.9%
$250 to $2,000 52,816 5771 2,519.9 22.9%
$2,000 to $20,000 12,258 1,142.2 3,721.6 30.7%
Over $20,000 1,260 2,542 6 9,493.2 26.8%
Total Canada 130,753 4,459.3 16,678.5 26.7%

Source: Business Finance Division,
Statistics Canada.

Small Business Secretariat,
Department of Industry,
Trade and Commerce.
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New Statistics on Smali Business in Canada

Ownership Characteristics of Canadian Corporations

Introduction

‘S?]iglghsectlon ‘of‘the report the owner-
conduc?ract_ensnc_s of corporations that
oxamy gusmegs_ in Canada will be
foral ne - Specifically, the degree of
of cogr con_trol p_resent in various sizes
COmmDOrgtlons in each of five major
shim detrmal sectors is analysed.' Owner-
di30usas adf_or the Finance sector is not
because in the_ text of this report
limitay e gf previously described data
tainin OtnS, however, ownership data per-
Ta) g 1o thls sector can be found in

e A7.7 in Appendix A.

érig:zpratmn is classified as Canadian
COuntr 'gn controlled according to the
ma/oriz of origin of ownership of the
rights |y of the corporation’s voting
voting rD rS1orT_1e'cases the ownership of
trol. 1y tlﬁ ts is insufficient to assign con-
by Dersorﬁ\ elvent regegrch is undertaken
termine e at Sta}tlstlcs Canada to de-
Ships or Ik options, interlocking director-
The fingi ey Drlva.tely held shares exist.
grated ir:rt]gsthcg ;(:hIS research are inte-
cess, where appICiJg;rthlnL?SS|gnment pro-

The ; .

scribr:rgamd?r of this section will de-

fesulty a;ta limitations and present the
of the analysis of incorporated

usiness with r
espe [ i
characteristics. pect to their ownership

Data Limitations

In thi
t e':gléegg{t the concept of control is
degree of foerlpn used to determine the
Canadian ¢ reign ownership present in
mercial o Orporano_ns in selected com-
germane fctors: Whllg this criterion is
Potentia| <:10 a dlscu$3|on concerning the
e eXermdegree of_ influence that could
Corporatio y foreign shareholders on
not aceur r;s residing in Canada, it does
egree ofa ely describe the ultimate
foreign ownership that is

1
The fiv
e .
’aNSpor(t:gnn:,Tecr;%il tseclors are: Manufacturing,
—_ e, struction, Trad i
a5 previously defineg, rade and Services

present in these same commercial sec-
tors. The concept of control ignores that
portion of foreign investors that have
purchased minority shares of Canadian
corporations. Also excluded are foreign
shareholders that have invested in non-
voting shares of Canadian corporations.
In summary, the concept ot foreign owner-
ship is addressed in a very restricted
way. The reader is therefore cautioned
that it is not possible to infer what the
degree of foreign investment may be
from the statistics to be presented. A
detailed description pertaining 10 the
concept of control can be obtained from

Statistics Canada'.

A second data limitation concerns the
reliability of the statistics in the smallest
two sales classes — less $50,000 and
$50,000 to $250,000 in total sales. There
are about 1,000 corporations, both
Canadian and foreign controlled, with
zero sales and assets of more than

$1 million. Table 7.1 displays the average
asset size of Canadian and foreign con-
trolled corporations in the corresponding

two sales classes.

A corporation can report zero sales and
have large assets either because it is in-
active or it may be in the process of
commencing business. It is apparent
from Table 7.1 that many corporations
that are designated small according to
sales volume, are actually very large as
indicated by their averageé asset size.
The implication of this fact is that the
statistics pertaining to small corpora-
tions — those with less than $2 million
in total sales — in all likelihood, exag-
gerate the degree of foreign control that
is actually present in small businesses.

1Corporations and Labour Unions Returns Act —
Catalogue 61-210 Annual

Analysis

In the analysis to follow, small businesses
will be denoted as those having sales of
less than $2 million per annum. From
Figure 7.1 it can be seen that for each
of the sales classes that correspond to
those businesses designated as small, a
very low percentage of corporations are
foreign controlled. If size classification
problems (see “‘Data Limitations™) are
taken into account the percentage of
small businesses that are foreign con-
trolled is insignificant. However, a signifi-
cant portion of large corporations, in the
five commercial sectors, are foreign
controlled. For those corporations with
sales of $2 million to $20 million per
annum, foreign investors have control of
approximately 17% of these corpora-
tions and 22% of the market share, as
measured by total sales revenue. Foreign
investors control 48% of the corporations
having more than $20 million in annual
sales. These same corporations have
54% of the market share for this sales

class.

Table 7.2 presents statistics comparing
small and targe businesses in each of
five commercial sectors, with respect to
foreign control. From this tabie it can be
observed that small businesses in each
of the sectors are relatively free from
foreign control. For large businesses,
however, there is a significant amount of
foreign control present in each sector.
For example, foreign investors have ob-
tained control of about 33% of the large
businesses in the manufacturing sector.
This represents about 61% of large busi-
ness sales in this sector. In the service
sector almost 40% of the total large
business sales are attributable to 21%
of the total number of large corporations
that are controlled by foreign investors.
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Ownership Characteristics of Canadian Corporations

Table 7.1

Average Asset Size of Corporations
for Selected Sales Classes and
Commercial Sectors: 1976

(In millions of dollars)

Table 7.2

Percentage of Business that is
Foreign Controlled in Each of Five
Commercial Sectors for Various Sales
Classes: 1976

50

Ownership and

Sales Class Foreign Controlied Canadian Controlled

Sales Sales Sales Sales

Commercial Less than $50,000 to Less than $50,000 to
Sector $50,000 $250,000 $50,000 $250,000
Manufacturing 5.1 0.7 0.2 0.1
Transportation 2.5 1.1 0.1 0.1
Construction 124 0.4 0.1 0.1
Trade 1.1 15 0.1 0.1
Services 3.7 1.2 0.1 0.1

Source: Corporations Section,
Business Finance Division,
Statistics Canada.

Small Business Secretariat,

Department of Industry,

Trade and Commerce.

Businesses with Less than
$2 Million in Total Sales

Businesses with More than
$2 Million in Total Sales

Commercial Percentage Percentage Percentage  Percentage
Sector of Business of Sales  of Business of Sales
Manufacturing 3.0 7.3 33.2 60.8
Transportation 1.2 3.7 18.0 14.4
Construction 0.2 0.6 6.1 24.0
Trade 1.2 3.3 14.6 26.5
Services 0.7 29 21.3 394

Sources: Corporations Section,
Business Finance Division,
Statistics Canada.

Small Business Secretariat,

Department of Industry,

Trade and Commerce.
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Figure 7.1
Percentage of Canadian Business that
Is Foreign Controlled in Each of Five

Sales Classes for Five Commercial
Sectors: 1976

Sales Class
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Source: Corporations Section, Sma :
Business Finance Division, Department of Industry,
Statistics Canada. Trade and Commerce.
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Table A1.1
Percentage Summary of the

Sectors: 1976

Table A1.2

€ctor: 1976

New Statistics on Smail Business in Canada Appendix
T Business
Contributi . otal Total Gross
Econ:;?nuhgn Made ta the Canadian Number of  Sales  National Total  Taxes
Sales CI)a, y All Bus_lness for Various Sales Class Businesses Product Employment Paid
sses for Five Commercial ($000) (%) (%) (%) (%) (%)
(]
Less than $50 44 4 1.6 2.4 6.2 08
$50 to $250 35.1 6.4 8.2 13.9 36
$250 to $2,000 17.1 17.1 19.2 22.0 30
$2,000 to $20,000 3.1 265 24.9 24.1 256
Over $20,000 0.3 48.4 45.3 33.8 57.0
Total Canada 100 100 100 100 100
Sources; Business Finance Division, Small Business Secretariat,
Statistics Canada Department of Industry,
Tax Record Access Sub-Division, Trade and Commerce.
Statistics Canada
Department of Industry,
Trade and Commerce.
erc Business
Contripg® Summary of the Total  Total  Gross
Conom lgn Made to the Canadian Number of Sales  National Total Taxes
ales CI‘; y All Business for Various Sales Class Businesses Product Employment Paid
sses for the Manufacturing ($000) (%) (%) (%) (%) (%)
Less than $50 28.9 0.3 0.3 13 RE
$50 to $250 349 1.6 23 46 06
$250 to $2,000 253 7.4 9.4 14 1 76
$2,000 to $20,000 9.3 20.9 231 27.3 21.5
Over $20,000 1.6 69.8 64.9 52.7 73.2
Total Canada 100 100 100 100 100
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada Department of Industry,
Tax Record Access Sub-Division, Trade and Commerce.
Statistics Canada
Department of industry,
Trade and Commerce.
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Table A1.3 Business
Percentage Summary of the Total Total Gross
Contribution Made to the Canadian Number of Sales  National Total Taxes
Economy by All Business for Various Sales Class Businesses Product Employment Paid
Sales Classes for the Transportation- ($000) (%) (%) (%) (%) (%)
Sector: 1976 Less than $50 67.6 58 4.4 1128 0.9
$50 to $250 245 9.1 71 129 3.8
$250 to $2,000 6.8 16.3 13.2 14.8 12.2
$2,000 to $20,000 1.0 20.6 17.6 14.3 26.0
Over $20,000 0.1 48.2 57.7 46.2 571
Total Canada 100 100 100 100 100
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada Department of Industry,
Tax Record Access Sub-Division, Trade and Commerce.
Statistics Canada
Department of Industry,
Trade and Commerce.
Table A1.4 Business
Percentage Summary of the Total Total Gross
Contribution Made to the Canadian Number of Sales  Natjonal Total Taxes
Economy by All Business for Various Sales Class Businesses Product Employment Paid
Sales Classes for the Construction- ($000) (%) (%) (%) (%) (%)
Sector: 1976 Less than $50 49.0 4.0 5.0 128 1.3
$50 to $250 342 13.6 14.0 248 8.4
$250 to $2,000 14.7 326 33.9 30.3 31.3
$2,000 to $20,000 20 346 315 22.2 32.8
Over $20,000 0.1 15.2 156 9.9 26.2
Total Canada 100 100 100 100 100
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Sources: Business Finance Division,
Statistics Canada
Tax Record Access Sub-Division,
Statistics Canada
Department of Industry,
Trade and Commerce.

Small Business Secretariat,

Department of Industry,
Trade and Commerce.
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Appendix

'Fl;able A15
ercentage Summary of the
C::tnbution Made to the Canadian
sa'er;oa)ayst;y Al'l Bu;iness for Various
es
Sector foos or the Trade

Table A1.g

ércentage Summa

o ) ry of the

c:'i‘r;buhon Made to the Canadian
My by All Business for Various

ales Clag i
ector: 1975665 for the Service

Business
Total Total Gross
Number of Sales  National Total
Sales Class Businesses Product Employment T?,’;?g
(8000) (%) (%) (%) (%) (%)
Less than $50 30.9 1.0 1.6 46 10
$50 to $250 40.8 7.1 10.2 16.0 X
$250 10 $2,000 238 211 24.9 254 218
$2,000 to $20,000 4.2 30.3 28.1 22.9 322
Over $20,000 03 405 352 311 37.9
Total Canada 100 100 100 100 100
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada Department of Industry,
Tax Record Access Sub-Division, Trade and Commerce.
Statistics Canada
Department of Industry,
Trade and Commerce.
Business
Total Total Gross
Number of Sales  National Total Taxes
Sales Class Businesses Product Employment Paid
(3000) (%) (%) (%) (%) (%)
Less than $50 56.4 6.1 7.1 12.0 35
$50 to $250 323 17.8 19.4 233 13.2
$250 to $2,000 10.3 28.8 31.9 30.6 22,5
$2,000 to $20,000 0.9 29.4 236 23.9 199
Over $20,000 0.1 17.9 18.0 10.2 40.9
Total Canada 100 100 100 100 100
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada Department of Industry,
Tax Record Access Sub-Division, Trade and Commerce.
Statistics Canada
Department of Industry,
Trade and Commerce.
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Table A1.7 Business

Percentage Summary of the Total Total Gross

Contribution Made to the Canadian Number of Sales  National Total Taxes

Economy by All Business for Various Sales Class Businesses Product Employment Paid

Sales Classes for the Finance ($000) (%) (%) (%) (%) (%)

Sector: 1976 Less than $50 65.8 2.5 3.5 143 4.4
$50 to $250 246 7.9 12.0 16.7 9.6
$250 to $2,000 8.3 14.6 16.8 14.8 12.7
$2,000 to $20,000 1.1 17.8 169 13.1 134
Over $20,000 0.2 57.2 50.8 41 1 59.9
Total Canada 100 100 100 100 100
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Sources: Business Finance Division,
Statistics Canada
Tax Record Access Sub-Division,
Statistics Canada
Department of Industry,
Trade and Commerce.

Small Business Secretariat,
Department of Industry,
Trade and Commerce.
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Table A2.1
Provincial S Businesses wi
ummary of with Less than
Small Business St?nltistigs-l‘:cgt;g SToltal Total $2 Million Total Sales
) ales Number of Percent of
_ Businesses Total Percent of
Province ($ Miliions) Businesses Total Sales
Newfoundland 3,645.9 8,364 97.2% .
Prince Edward Island 782.3 2,706 97.9% .
Nova Scotia 7,164.0 18,946 97.9% 34.4%
New Brunswick 6,586.3 17,454 98.0% 35.0%
Quebec 89,471.6 146,364 96.5% 26.0%
Ontario 148,266.9 235,867 97.0% 22.6%
Manitoba 13,162.5 25,886 97.3% 56.1%
Saskatchewan 10,060.9 23,420 97.9% 31.9%
Alberta 52,612.6 66,095 97.0% 17.5%
British Columbia 41,621.7 101,045 98.1% 30.9%
Total Canada 373,374.7 646,147 97.2% 24.6%
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada Department of Industry,
Tax Record Access Sub-Division, Trade and Commerce.
Statistics Canada.
*Omitted because of confidentiality requirements
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Table A3.1

Contribution to GNP Made by Ali
Business for Various Sales Classes
for the Manufacturing Sector: 1976

Table A3.2

Contribution to GNP Made by All
Business for Various Sales Classes
for the Transportation Sector: 1976

60

Contribution Percent of

Sales Class Number of Sales to GNP Sector GNP
($000) Businesses ($ Millions) ($ Millions)
Less than $50 13,602 315.0 1135 0.3%
$50 to $250 16,451 1,969.2 781.5 2.3%
$250 to $2,000 11,913 8,851.3 3,190.6 9.4%
$2,000 to $20,000 4,405 25,0204 7.846.6 231%
Over $20,000 744 83,387.2 22,023.4 64.9%
Total Canada 47,115 119,543.1 33,955.6 100%
Sources: Business Finance Division, Small Business Secretariat,

Statistics Canada Department of Industry,

Tax Record Access Sub-Division, Trade and Commerce,

Statistics Canada.

Contribution Percent of

Sales Class . Number of Sales to GNP  Sector GNP
($000) Businesses ($ Millions) ($ Millions)
Less than $50 33,515 762.4 326.9 4.4%
$50 to $250 12,149 1,202.5 528.6 71%
$250 to $2,000 3,369 2,147.9 979.2 13.2%
$2,000 to $20,000 512 2,709.1 1,313.3 17.6%
Over $20,000 64 6,348 9* 4,294 .4 57.7%
Total Canada 49,609 13,170.8 7.442.4 100%
Sources: Business Finance Division, Small Business Secretariat,

Statistics Canada Department of Industry,

Tax Record Access Sub-Division, Trade and Commerce.

Statistics Canada.

*Estimated from a data base independent of tax data
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Eable.As'? Contribution Percent of
Bontrlbuhon to GNP Made by All Sales Class Number of Sales to GNP Sector GNP
fOUSiness for Vari9us Sales Classes ($000) Businesses ($ Millions) ($ Millions)
r the Construction Sector: 1976 Less than $50 43,971 1,016.9 498.1 5.0%
$50 to $250 30,676 3,441.5 1,394.3 14.0%
$250 to $2,000 13,227 8,272.5 3,365.7 33.9%
$2,000 to $20,000 1,767 8,763.2 3,132.4 31.5%
Over $20,000 74 3,857.6* 1,550.0 15.6%
Total Canada 89,715 25,3517 9,940.5 100%
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada Department of Industry,
Tax Record Access Sub-Division, Trade and Commerce.
Statistics Canada.
*Estimated from a data base independent of tax data
T
c?,?llte iAS.{: Contribution Percent of
us| ribution to GNP Made by All Sales Class Number of Sales to GNP  Sector GNP
for tﬂess for Various Sales Classes ($000) Businesses ($ Millions) ($ Millions)
he Trade Sector: 1976 Py
Less than $50 52,310 1,175.3 283.0 1.6%
$50 to $250 68,908 8,596.0 1,844.2 10.2%
$250 to $2,000 40,276 25,671.5 4,505.9 24.9%
$2,000 to $20,000 7,043 36,814.7 5,091.4 28.1%
Over $20,000 523 49,187.3 6,374.5 35.2%
Total Canada 169,060 121,444.8 18,099.0 100%
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada Department of Industry,
Tax Record Access Sub-Division, Trade and Commerce.
Statistics Canada.
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Table A3.5

Contribution to GNP Made by All
Business for Various Sales Classes
for the Service Sector: 1976

Table A3.6

Contribution to GNP Made by All
Business for Various Sales Classes
for the Finance Sector: 1976
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Contribution Percent of
Sales Class Number of Sales to GNP  Sector GNP
($000) Businesses ($ Millions) ($ Miltions)
Less than $50 68,217 1,492.1 710.2 71%
$50 to $250 39,125 4,365.7 1,947.2 19.4%
$250 to $2,000 12,473 7,050.0 3,199.7 31.9%
$2,000 to $20,000 1,090 7,186.5 2,368.4 23.6%
Over $20,000 67 4,389.8 1,801.9 18.0%
Total Canada 120,972 24,484 1 10,027.4 100%
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada Department of Industry,
Tax Record Access Sub-Division, Trade and Commerce.
Statistics Canada.
Contribution Percent of
Sales Class Number of Sales to GNP Sector GNP
($000) Businesses ($ Millions) ($ Millions)
Less than $50 62,040 799.2 319.6 3.5%
$50 to $250 23,167 2,563.3 1,075.4 12.0%
$250 to $2,000 7,834 4,753.9 1,509.4 16.8%
$2,000 to $20,000 1,067 57944 1,5191 16.9%
Over $20,000 141 18,626.7 4,569.5 50.8%
Total Canada 94,249 32,537.5 8,993.0 100%

Sources: Business Finance Division,
Statistics Canada

Tax Record Access Sub-Division,

Statistics Canada.

Small Business Secretariat,

Department of Industry,
Trade and Commerce.
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Table A4, 1
. Sales Class Emplo
E:'P'Wment for All Business for ($000) 1974 ployment
fous Sales Classes for Six 1976
Ommercial Sectors: 1974 and 1976 Less than $50 462,673 428,914
$50 to $250 934,003 920,816
$250 to $2,000 1,314,150 1,451,966
Over $2,000 3,738,960 4,027,950
Total Canada 6,449,786 6,829,646
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada Department of (ndustry,
Tax Record Access Sub-Division, Trade and Commerce.
Statistics Canada.
Table
m_ploezﬁm for All Business for Sales Class Employment
::ous Sales Classes for the ($000) 1974 1976
ufacturing Sector: 1974 and 1976 Less than $50 24,406 27,889
$50 to $250 83,740 103,139
$250 to $2,000 336,563 312,327
Over $2,000 1,692,650 1,775,660
Total Canada 2,137,359 2,219,015

Sources: Business Finance Division,
Statistics Canada

Tax Record Access Sub-Division,

Statistics Canada.

Small Business Secretariat,

Department of Industry,
Trade and Commerce.

63



New Statistics on Smali Busi in Canada Appendix
Table A4.3 Sales Class Employment
Employment for All Business for ($000) 1974 1976
Various Sales Classes for the L han $50 51128 59635
Transportation Sector: 1974 and 1976 ess than ' ’
$50 to $250 52,689 65,235
$250 to $2,000 76,799 75,295
Over $2,000 219,131 307,074
Total Canada 409,747 507,239
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada Department of Industry,
Tax Record Access Sub-Division, Trade and Commerce.
Statistics Canada.
Table A4.4 Sales Class Employment
Employment for All Business for ($000) 1974 1976
Various Sales Classes for the
Construction Sector: 1974 and 1976 Less than $50 81,185 73,259
$50 to $250 148,041 141,584
$250 to $2,000 170,348 173,257
Over $2,000 162,981 183,280
Total Canada 562,555 571,380
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Sources: Business Finance Division,
Statistics Canada

Tax Record Access Sub-Division,

Statistics Canada.

Small Business Secretariat,
Department of industry,
Trade and Commerce.
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Table A4.5
. Sales Clas E
Employment for All Business for ($000) ® 1974 meloyment
Various Sales Classes for the 1976
Trade Sector: 1974 and 1976 Less than $50 103,810 76,786
$50 to $250 307,915 265,318
$250 to $2,000 413,698 421,853
Over $2,000 748,759 897,912
Total Canada 1,574,182 1,661,869
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada Department of Industry,
Tax Record Access Sub-Division, Trade and Commerce.
Statistics Canada.
Table A4.6
. Employment
Employment for Al Business for %aolgg)Class 972 1976
s‘armus Sales Classes for the
ervice Sector: 1974 and 1976 Less than $50 145,681 147,978
$50 to $250 262,619 286,578
$250 to $2,000 331,183 376,500
Over $2,000 258,995 420,149
998,478 1,231,205

Total Canada

Small Business Secretariat,
Department of Industry,
Trade and Commerce.

Sources: Business Finance Division,
Statistics Canada
Tax Record Access Sub-Division,

Statistics Canada.

65



New Statistics on Smaii Business in Canada Appendix
Table A4.7 Sales Class Employment
Employment for All Business for ($000) 1974 1976
Various Sales Classes for the
Finance Sector: 1974 and 1976 Less than $50 121,293 98,668
$50 to $250 113,502 115,230
$250 to $2,000 106,986 101,717
Over $2,000 364,285 372,961
Total Canada 706,066 688,576
Sources: Business Finance Division, Smali Business Secretariat,
Statistics Canada Department of Industry,
Tax Record Access Sub-Division, Trade and Commerce.
Statistics Canada.
Table A4.8 Salaries
Selected Ratios Measuring Capital & Wages / Sales/ Sales /
Intensity for All Incorporated Sales Class $100 Net $100 Salaries $100 Net
fBo‘:-stltr\‘eeﬁaf:; f\;f:::.nor‘il: s;;zfo?-li?}%s ($000) Fixed Assets & Wages Fixed Assets
9 ) Less than $50 4 210 9
$50 to $250 140 290 410
$250 to $2,000 180 330 590
$2,000 to $20,000 130 420 540
Over $20,000 60 570 340
Sources: Business Finance Division, Small Business Sécretariat.
Statistics Canada. Department of Industry,

66
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Table A4.9 Salaries

Intonaity tor At ooy ™ oo Soios/ e/

: . Sales Class $100 Net $100 Salaries
E,‘ﬁ',?:ﬁ;:;;’:r::ﬁns;g:'1%57%5 ($000) Fixed Assets & Wages Fivod Assets
) Less than $50 10 280 40
$50 to $250 90 290 240
$250 to $2,000 110 270 290
$2,000 to $20,000 60 270 160
Over $20,000 30 280 70
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada. Department of Industry,
Trade and Commerce,

;::)Ie A4.10 Salaries

Int::;;g 'RoartllﬁT IMeasuring Capital & Wages/ Sales/ Sales/

Busineses for Vaross many olasses Sales Class ~ $100 Net $100 Salaries ~ $100 Net

for the Construction Sector: 1976 ($000) Fixed Assets & Wages Fixed Assets
Less than $50 30 230 70
$50 to $250 200 280 560
$250 to $2,000 270 290 780
$2,000 to $20,000 240 320 770
Over $20,000 260 350 920

Sources: Business Finance Division,

Statistics Canada.

Small Business Secretariat,
Department of {ndustry,
Trade and Commerce.
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Tabie A4.11 Salaries ’
Selected Ratios Measuring Capital & Wages/ Sales/ Sales/
Intensity for All Incorporated Sales Class $100 Net $100 Salaries $100 Net
'B“st'r"‘eis 'g" \éan?us 15937'25 Classes ($000) Fixed Assets & Wages Fixed Assets
or fhe Trade sSector: Less than $50 40 330 120
$50 to $250 120 580 70
$250 to $2,000 180 720 1,280
$2,000 to $20,000 160 940 1,510
Over $20,000 150 1,190 1,720
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada. Department of industry,
Trade and Commerce.
Table A4.12 Salaries
Selected Ratios Measuring Capital & Wage$/ Sales/ Sales/
Intensity for All Incorporated Sales Class $100 Net $100 Salaries $100 Net
Business for Variows Salos Classes ($000) Fixed Assets & Wages Fixed Assets
for the Service Sector: 1976 Less than $50 30 210 60
$50 to $250 70 270 190
$250 to $2,000 90 270 250
$2,000 to $20,000 90 270 - 240
Over $20,000 70 400 300
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Sources: Business Finance Division,

Statistics Canada.

Small Business Secretariat,
Department of Industry,
Trade and Commerce.
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Table A4.13

Selected Ratios Measuring Capitat
Intensity for All Incorporated
Business for Various Sales Classes
for the Finance Sector: 1976

Salaries
& Wages / Sales / Sales/
Sales Class $100 Net $100 Salaries $100 Net
($000) Fixed Assets & Wages Fixed Assets
Less than $50 5 400 20
$50 to $250 10 430 60
$250 to $2,000 10 550 70
$2,000 to $20,000 9 820 80
Over $20,000 30 750 260
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada. Department of Industry,
Trade and Commerce.
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Table A5.1.1

Selected Interquartile Comparisons
of Small Versus Large Incorporated
Business for the Manufacturing
Sector: 1976

70

Pre-tax Sales/ Assets/ Pre-tax
Profits/ Assets Equity Profits/
Business Sales Equity
Size* Quartile (Q)
2Q 2Q 2Q 2Q
SIC Code and Title 1Q 3Q 1Q 3Q 1Q 3Q 1Q 3Q
374 6.4 1.7 1.8 27.0
Manufacturing of Small 05 141 14 21 13 46 34 352
Pharmaceuticals 75 15 17 220
and Medicines Large 18 177 12 18 12 32 78 392
327 4.1 1.8 2.2 28.1
Shipbuilding Small 14 125 15 24 14 4.8 51 423
and Repair 7.1 1.7 16 20.9
Large 46 120 13 24 14 25 103 375
325 7.3 2.0 2.0 27.2
Motor Vehicle Parts ~ Small 16 126 15 24 186 3.3 9.0 523
and Accessories 7.0 17 21 30.6
Manufacturers Large 33 125 13 23 14 36 93 468
381 71 1.9 21 30.0
Scientific and Small 23 121 14 26 1.5 48 145 536
Professional Equip- 8.1 16 18 311
ment Manufacturers | arge 26 150 13 22 13 32 82 412
141 7.8 2.1 2.1 30.8
Soft Drink Small 32 11.8 1.5 27 15 32 169 502
Manufacturers 4.7 20 28 27 4
Large 21 81 1.9 29 19 40 168 442

Source: Business Finance Division, -
Statistics Canada.

Small Business Secretariat,

Department of Industry,
Trade and Commerce.

*Small refers to the Sales Class $ 250,000 - $ 2,000,000
Large refers to the Sales Class $2,000,000 - $20,000,000
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gable A5.1.2 Pre-tax Sales/ Assets/ Pre-tax
elected Interquartile Comparisons Profits/ Assets Equity Profits/
'-'B)fug.mall V'ersus Large Incorporated Business Sales Equity
iness for the Transporation ize* i
Sector: 1976 P Size Quartile (Q)
2Q 2Q 2Q 2Q
SIC Code and Title 1Q 3Q 1Q 3Q 1Q 3Q 1Q 3Q
519 5.5 1.6 3.2 31.6
Other Transportation  Small 15 106 1.2 21 20 6.1 10.1 528
4.8 1.2 45 26.4
Large 1.4 84 1.0 1.6 3.1 6.1 82 448
504 5.6 1.3 2.6 22.5
Water Transportation Small 03 157 05 22 16 58 1.3 713
5.3 1.4 3.2 25.7
Large 01 152 06 24 19 55 31 611
508 59 1.4 3.2 27 .1
Bus Transport Small 1.3 121 1.0 1.8 18 53 43 500
Interurban and 5.1 19 36 27 1
Rural Large 01 198 10 26 24 68 24 619
505 3.3 1.8 2.3 23.2
Services Incidental Small 00 173 09 37 14 4.1 0.0 767
to Water Transport 4.0 24 31 27.9
Large 15 107 06 44 1.8 7.0 8.1 633
517 2.2 3.7 3.3 30.1
Other Services Small 0.3 81 13 100 19 6.5 6.1 620
Incidental to 16 49 6.2 347
Transport Large 00 42 15 118 25 111 85 717

Source: Business Finance Division,

Statistics Canada.

Small Business Secretariat,
Department of Industry,

Trade and Commerce.

*Small refers to the Sales Class $ 250,000 - $ 2,000,000
Large refers to the Sales Class $2,000,000 - $20,000,000
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Table A5.1.3

Selected Interquartile Comparisons
of Small Versus Large Incorporated
Business for the Construction
Sector: 1976

Pre-tax Sales/ Assets/ Pre-tax
Profits/ Assets Equity Profits/
Business Sales Equity
Size* Quartile (Q)
2Q 2Q 2Q 2Q
SIC Code and Title 1Q 3Q 1Q 3Q 1Q 3Q 1Q 3Q
404 50 21 35 37.3
Building Construction Small 1.5 98 1.3 32 21 72 135 775
39 22 46 39.9
Large 1.6 66 1.3 3.3 3.0 84 202 636
409 5.0 2.1 26 29.3
Other Construction Small 1.1 108 15 29 18 4.3 7.3 5841
3.5 2.1 34 23.1
Large 0.2 7.7 14 26 2.1 4.5 15 473
406 4.9 1.9 2.7 26.8
Highway, Bridge and Small 06 11.0 1.2 27 1.9 4.7 4.1 53.6
Street Construction 45 20 31 267
Large 1.7 85 15 27 23 46 128 522
421 4.6 25 2.7 32.4
Special Trade Small 1.3 92 1.8 32 1.8 48 11.0 61.5
Contractors 41 25 32 336
Large 1.7 70 19 31 23 51 162 59.3

Source: Business Finance Division,

Statistics Canada.

Small Business Secretariat,

Department of Industry,
Trade and Commerce.

*Small refers to the Sales Class $ 250,000 - $ 2,000,000
Large refers to the Sales Class $2,000,000 ~ $20,000,000
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Table A5.1.4

Selected Interquartile Comparisons
of Small Versus Large Incorporated
Business for the Trade Sector: 1976

Pre-tax Sales/ Assets/ Pre-tax
Profits/ Assets Equity Profits/
Business Sales Equity
Size* Quartile (Q)
2Q 2Q 2Q 2Q
SIC Code and Title 1Q 3Q 1Q 3Q 1Q 3Q 1Q 3Q
604 7.2 1.7 2.5 29.0
thlesalers of Small 15 214 04 31 14 6.2 104 46.0
Grain 35 47 43 243
Large 00 223 03 107 25 6.2 6.2 428
694 8.4 1.6 2.1 315
Jewellery Stores Small 43 132 1.3 21 15 34 187 482
5.1 1.9 3.3 31.3
Large 3.1 64 1.3 24 25 46 180 523
681 4.6 2.9 2.1 29.3
Drug Stores Small 1.5 80 22 38 14 44 148 531
2.0 3.8 45 35.1
Large 0.3 39 832 55 23 120 107 950
665 5.9 2.0 2.1 26.6
Men'’s Clothing Small 2.4 99 1.6 25 15 36 133 457
Stores 5.2 2.4 2.3 276
Large 3.0 84 17 30 1.7 28 165 552
629 40 2.3 2.8 29.2
Wholesalers n.e.s. Small 1.2 82 1.7 32 1.7 54 115 56.0
3.2 2.6 3.0 31.4
Large 1.4 62 1.9 42 1.9 53 166 498

Source: Business Finance Division,

Statistics Canada.

Small Business Secretariat,

Department of Industry,
Trade and Commerce.

*Small refers to the Sales Class $ 250,000 - $ 2,000,000
Large refers to the Sales Class $2,000,000 - $20,000,000
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Table A5.1.5

Selected Interquartile Comparisons
of Small Versus Large Incorporated
Business for the Service Sector: 1976

74

Pre-tax Sales/ Assets/ Pre-tax
Profits/ Assets Equity Profi?s/
Business Sales Equity
Size* Quartile (Q)
2Q 2Q 2Q 2Q
SIC Code and Title 1Q 3Q 1Q 3Q 1Q 3Q 1Q 3Q
869 7.2 2.0 27 38.3
Other Services Small 15 150 1.0 34 16 52 104 775
to Business 45 2.3 35 33.8
Management Large 04 101 13 36 18 89 109 696
827 9.0 2.3 2.0 411
Other Health Small 27 169 15 32 14 35 184 69.0
Services 9.1 20 37 50.9
Large 37 150 13 31 17 47 243 736
864 7.8 2.0 2.4 36.5
Engineering and Smali 15 151 1.4 28 16 41 114 678
Scientific Services 4.7 2.1 3.1 36.1
Large 19 102 1.7 27 22 47 130 685
828 6.4 1.0 3.3 30.0
Welfare Small 16 125 07 1.8 16 7.2 53 586
Organizations 06 13 8 24
Large -01 86 08 49 12 103 -34 520
851 10.0 1.3 2.0 26.6
Motion Picture Small 29 155 07 26 15 48 110 507
Theatres and Film 25 16 36 120
Exchanges Large 05 90 11 29 20 84 22 672
Source: Business Finance Division, Small Business Secretariat,

Statistics Canada.

Department of Industry,
Trade and Commerce.

*Smali refers to the Sales Class $ 250,000 - $ 2,000,000
Large refers to the Sales Class $2,000,000 - $20,000,000
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Table A5.2.1

Interquartile Analysis for
Corporations for the Manufacturing
Sector: 1976

High Profit Margin SIC Groups

Pre-tax Sales/ Assets/ Pre-tax
Profits/ Assets Equity Profits/
Sales Equity
Quartile (Q)

2Q 2Q 2Q 2Q
SIC Code and Title 1Q 3Q 1Q 3Q 1Q 3Q 1Q 3Q
193 11.8 1.5 1.8 25.9
Wool Yarn Mills 56 192 1.1 1.8 1.3 25 179 394
352 11.4 1.5 1.8 29.0
Refractories 39 197 10 19 15 2.8 6.8 456
Manufacturers
213 10.3 1.2 2.1 23.2
Cord and Twine 6.3 154 08 23 1.2 2.7 9.1 536
Industry
143 9.6 0.6 25 12.8
Distilleries -10 186 04 09 14 61 -28 301
359 9.0 1.7 1.6 26.4
Other Non-Metallic Mineral 3.4 171 1.5 26 14 24 119 395
Products Industries
318 8.6 1.7 2.4 36.1
Office and Store Machinery 24 153 1.1 1.9 15 49 91 69.5
Manufacturers
374 8.4 1.5 1.7 16.6
Manufacturers of Pharma- 0.3 185 11 19 1.2 3.0 1.4 36.6
ceuticals and Medicines
341 8.2 0.9 2.1 21.4
Cement Manufacturers 1.7 195 06 1.9 14 5.9 86 382
369 7.7 1.8 2.0 20.7
Other Petroleum and Coal 1.7 151 1.2 24 1.3 3.6 41 51.9
Products Industries
325 7.2 1.7 2.0 29.0
Motor Vehicle Parts and 23 123 1.3 23 15 3.6 9.4 491

Accessories Manufacturers

Source: Business Finance Division,
Statistics Canada.

Smali Business Secretariat,
Department of Industry,
Trade and Commerce.
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Table A5.2.2
Interquartile Analysis for

Corporations for the Manufacturing

Sector: 1976

Low Profit Margin SIC Groups

76

Pre-tax Sales/ Assets/ Pre-tax
Profits/ Assets Equity Profits/
Sales Equity
Quartile (Q)

2Q 2Q 2Q 2Q
SIC Code and Title 1Q 3Q 1Q 3Q 1Q 3Q 1Q 3Q
248 2.4 1.8 1.7 7.9
Foundation Garment -0.1 54 16 27 13 32 -02 348
Industry
123 23 2.6 25 15.9
Feed Manufacturers 0.0 49 1.2 37 16 5.1 0.0 333
256 2.2 1.9 3.4 15.8
Wood Box Factories 0.0 70 12 24 1.8 7.0 00 4238
107 1.9 2.3 2.7 24.3
Process Cheese -0.3 59 1.1 39 14 41 -52 357
Manufacturers
101 1.8 3.9 25 21.4
Slaughtering and Meat 0.1 48 1.8 6.7 1.5 4.7 3.4 407
Processors
201 1.8 1.5 3.2 8.7
Synthetic Textile Mills -2.9 52 1.2 20 2.1 55 -89 29.1
163 1.7 1.7 3.9 17.4
Tire and Tube -1.0 53 11 2.1 341 78 -50 427
Manufacturers
183 1.6 1.7 2.6 105
Cotton Yarn and 0.0 4.7 1.2 22 14 114 0.0 450
Cloth Mills :
252 1.5 1.9 3.1 7.0
Veneer and Plywood -2.5 59 12 27 1.6 57 171 265
Mills
334 1.2 1.6 4.2 14.0
Manufacturers of Household ~-1.6 50 14 22 1.6 73 =82 307

Radio and T.V. Receivers

Source: Business Finance Division,
Statistics Canada.

Small Business Secretariat,

Department of industry,
Trade and Commerce.
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;l'atble A5.2.3 High Profit Margin SIC Groups

Nterquartile Analysis for Pre-tax Sales/ A -

gorgorations for the Transportation Profits/ Assetss égﬁ}ts; g;gf}fg;

ector: 1976 Sal i
High and Low Profit Margin aes . Equity
SIC Groups Quartile (Q)
2Q 2Q 2Q 2Q
SIC Code and Title 1Q 3Q 1Q 3Q 1Q 3Q 1Q 3Q
515 23.2 0.3 24 19.4
Pipeline Transport 36 438 02 05 15 40 51 377
519 6.9 1.4 3.2 31.0
Other Transportation 16 155 10 20 17 6.5 76 64.2
504 6.0 0.8 2.5 14.2
Water Transport 00 217 03 1.7 1.4 5.1 0.0 581
508 5.9 1.3 3.0 21.9
Bus Transport 00 135 08 18 15 5.3 00 46.0
Interurban and Rural
516 5.7 1.6 3.6 256
00 162 07 22 18 82 00 824

Highway and Bridge
Maintenance
Low Profit Margin SIC Groups

512 2.8 1.3 2.6 9.0
Taxicab Operations 00 111 05 23 15 5.6 0.0 3741
506 2.6 0.7 2.3 3.8
Railway Transport -0.7 142 04 31 14 40 -34 243
501 2.2 1.0 37 8.0
Air Transport -1.7 105 0.5 1.5 20 6.5 -47 390
502 1.7 1.0 4.0 10.0
Services Incidental to -28 115 04 1.9 19 9.2 -103 618
Water Transport
509 0.0 1.0 2.6 0.0
84 06 16 15 55 00 215

Urban Transit System 0.0

Small Business Secretariat,
Department of Industry,
Trade and Commerce.

Source: Business Finance Division,
Statistics Canada.
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Table A5.2.4 Pre-tax Sales/ Assets/ Pre-tax
Interquartile Analysis for Profits/ Assets Equity Profits/
Corporations for the Construction Sales Equity
Sector: 1976 Quartite (Q)
(Includes All Available Data) o) e Te) 5Q
SIC Code and Title 1Q 3Q 1Q 3Q 1Q 3Q 1Q 3Q
404 46 1.6 3.4 279
Building Construction 00 115 06 29 18 73 00 738
409 45 1.8 29 23.8
Other Construction 0.0 117 10 27 1.7 52 0.0 608
406 4.4 1.7 28 22.4
Highway, Bridge and 00 116 09 25 17 51 00 562
Street Construction
421 4.2 2.3 2.7 28.3
Special-Trade 00 100 15 32 17 51 00 666
Contractors
Source: Business Finance Division, Small Business Secretariat,
Statistics Canada. Department of Industry,

Trade and Commerce.
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Table A5.2.5

Interquartile Analysis for
Corporations for the Trade
Sector: 1976

High and Low Profit Margin
SIC Groups

High Profit Margin SIC Groups

Pre-tax Sales/ Assets/ Pre-tax
Profits/ Assets Equity Profits/
Sales Equity
Quartile (Q)
2Q 2Q 2Q 2Q
SIC Code and Title 1Q 3Q 1Q 3Q 1Q 3Q 1Q 3Q
604 13.7 0.8 25 25.0
Wholesalers of Grain 1.6 432 03 27 15 5.8 55 687
606 7.7 1.4 1.8 15.3
Wholesalers of Coali 26 254 05 32 1.3 4.5 5.2 34.3
and Coke
694 7.0 1.5 2.6 30.6
Jeweliery Stores 26 128 1.2 20 1.6 54 127 5741
696 6.9 3.8 1.6 46 1
Liquor, Wine and 0.0 327 1.5 82 12 2.4 00 30
Beer Stores
678 4.8 2.3 2.6 29.0
Radio, T.V. and Electrical 07 100 15 32 15 5.6 51 75.0
Appliance Repair Shops
Low Profit Margin SIC Groups
697 1.7 3.5 3.0 21.0
Tobacconists 0.0 48 20 54 1.7 6.0 0.0 541
613 1.5 2.5 25 9.9
Wholesalers of General 0.1 35 18 35 16 3.5 1.2 264
Merchandise
654 1.4 3.9 2.5 15.7
Gasoline Service 0.0 49 16 72 15 5.5 0.0 48.4
Stations
615 1.3 5.1 2.1 16.7
Wholesalers of Tobacco 0.5 28 25 69 14 3.2 71 26.8
Products
656 1.0 3.5 3.8 14.1
Motor Vehicle Dealers 0.0 3.0 21 47 21 7.0 00 324
Source: Business Finance Division, Small Business Secretariat,
Statistics Canada. Department of Industry,
Trade and Commerce.
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Table A5.2.6 High Profit Margin SIC Groups
Interquartile Analysis for Pre-tax Sales/ Assets/ Pre-tax
Corporations for the Service Profits/ Assets Equity Profits/
Sector: 1976 ) Sales Equity
High and Low Profit Margin Quartile @
SIC Groups uartile (Q)
2Q 2Q 2Q 2Q
SIC Code and Title 1Q 3Q 1Q 3Q 1Q 3Q 1Q 3Q
869 11.5 1.3 2.4 434
Other Services to 17 300 05 26 1.5 53 5.0 1000
Business Management
877 8.4 0.9 2.1 18.3
Funeral Directors 1.7 162 06 13 14 41 41 339
864 8.1 1.6 2.1 325
Engineer and Scientific 01 218 09 25 14 43 0.4 800
Service
861 8.1 1.4 3.0 50.0
Accountancy Service 01 228 0.8 26 15 8.1 0.1 100.0
853 7.8 1.0 2.3 20.1
Bowling Alleys and 00 191 05 1.7 13 5.6 0.0 535
Billiard Parlours
Low Profit Margin SIC Groups
862 4.0 2.0 2.9 25.4
Advertising Services 0.0 117 09 36 1.6 6.3 00 735
874 3.3 1.6 2.1 12.5
Laundries, Cleaners 0.0 10.0 0.8 26 1.4 4.5 0.0 4238
and Pressers )
872 3.3 3.0 2.1 21.5
Barber 0.0 9.3 1.9 46 1.3 4.5 00 666
876 : 2.3 0.7 24 5.8
Lodging Houses and -06 104 03 14 13 56 -05 375
Residential Clubs
879 2.1 1.5 2.6 12.9
Other Personal Services 0.0 125 07 29 15 60 0.0 589
Source: Business Finance Division, Small Business Secretariat,
Statistics Canada. Department of Industry,

Trade and Commerce.
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Table A6.1

Taxes Payable to Pre-Tax Profit Ratio

for All Incorporated Business for the
Manufacturing Sector: 1976

Table A6.2

Taxes Payable to Pre-Tax Profit Ratio

for All Incorporated Business for the
Transportation Sector: 1976

Tax Pre-tax
Sales Class Number of  Payable Profit Tax Payable x 100%/
($000) Businesses  (§ Millions)  (§ Millions) Pre-tax Profit
Less than $250 13,175 14.7 12.9 113.6%
$250 to $2,000 10,909 103.2 3395 30.4%
$2,000 to $20,000 4,405 495.9 1,302.8 38.1%
Over $20,000 744 1,722.5 5,696.8 30.2%
Total Canada 29,233 2,336.3 7,352.0 31.8%

Sources: Business Finance Division,
Statistics Canada.

Small Business Secretariat,
Department of Industry,
Trade and Commerce.

Tax Pre-tax
Sales Class Number of  Payable Profit Tax Payable x 100%/
($000) Businesses  ($ Millions)  ($ Millions) Pre-tax Profit
Less than $250 7,730 9.2 24.3 37.7%
$250 to $2,000 3,023 234 80.6 29.0%
$2,000 to $20,000 511 50.0 153.3 22.6%
Over $20,000 64 111.4 * "
Total Canada 11,328 194.0 > .

Sources: Business Finance Division,
Statistics Canada.

*Omitted because of confidentiality requirements.

Small Business Secretariat,
Department of Industry,
Trade and Commerce.
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Table A6.3 Tax Pre-tax

Taxes Payable to Pre-Tax Profit Ratio Sales Class Number of  Payable Profit Tax Payable x 100%/

for All Incorporated Business for the ($000) Businesses  ($ Millions)  ($ Millions) Pre-tax Profit

Construction Sector: 1976 Less than $250 23,215 29.8 79.7 37.4%
$250 to $2,000 12,009 99.7 396.1 25.2%
$2,000 to $20,000 1,763 104.3 386.6 27.0%
Over $20,000 74 85.6 * *
Total Canada 37,061 3194 * *

Table A6.4

Taxes Payable to Pre-Tax Profit Ratio
for All Incorporated Business for the
Trade Sector: 1976

82

Sources: Business Finance Division,
Statistics Canada.

Small Business Secretariat,
Department of Industry,

Trade and Commerce.

*Omitted because of confidentiality requirements.

» Tax Pre-tax
Sales Class Number of  Payable Profit Tax Payable x 100%/
($000) Businesses  ($ Millions)  ($ Millions) Pre-tax Profit
Less than $250 46,066 66.1 164 .1 40.3%
$250 to $2,000 32,623 237.7 829.2 28.7%
$2,000 to $20,000 7,032 369.6 9921 37.3%
Over $20,000 523 4211 1,898.2 22.2%
Total Canada 86,244 1,094.5 3,883.6 28.2%

Sources: Business Finance Division,
Statistics Canada.

Small Business Secretariat,
Department of industry,

Trade and Commerce.
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Table A6.5

Taxes Payable to Pre-Tax Profit Ratio

for All Incorporated Business for the
Service Sector: 1976

Table A6.6

Taxes Payable to Pre-Tax Profit Ratio

for All Incorporated Business for the
Finance Sector: 1976

Tax Pre-tax
Sales Class Number of  Payable Profit Tax Payable x 100%/
($000) Businesses  ($ Millions)  ($ Millions) Pre-tax Profit
Less than $250 43,724 69.3 212.9 32.6%
$250 to $2,000 10,542 93.2 368.6 25.3%
$2,000 to $20,000 922 81.7 235.4 34.7%
Over $20,000 67 170.6 4541 37.6%
Total Canada 55,255 414.8 1,271.0 32.6%

Sources: Business Finance Division,
Statistics Canada.

Small Business Secreta
Department of Industry,
Trade and Commerce.

riat,

Tax Pre-tax
Sales Class Number of  Payable Profit Tax Payable x 100%/
($000) Businesses  (§ Millions)  ($ Millions) Pre-tax Profit
Less than $250 79,171 141 .4 684.0 20.7%
$250 to $2,000 7,395 132.6 926.4 14.3%
$2,000 to $20,000 1,052 141.4 1,280.5 11.0%
Over $20,000 141 630.0 21615 29.1%
Total Canada 87,759 1,0454 5,052.4 20.7%

Sources: Business Finance Division,
Statistics Canada.

Trade and Commerce.

Small Business Secretariat,
Department of industry,
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Table A6.7 Tax Pre-tax
Taxes Payable to Pre-Tax Profit Ratio Sales Class Number of  Payable Profit Tax Payable x 100%/
for All Profitable Incorporated ($000) Businesses  ($ Millions)  ($ Millions) Pre-tax Profit
gus:nes1sgf70r the Manufacturing Less than $250 6,229 16.4 92.7 17.7%
ector: 1976 $250 to $2,000 8,286 108.4 484.4 22.4%
$2,000 to $20,000 3,675 5131 1,626.2 31.6%
Over $20,000 645 1,744 1 6,174 .5 28.2%
Total Canada 18,835 2,382.0 83778 28.4%
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada. Department of Industry,

Trade and Commerce.

Table A6.8 Tax Pre-tax
Taxes Payable to Pre-Tax Profit Ratio Sales Class Number of  Payable Profit Tax Payable x 100%/
for All Profitable Incorporated ($000) Businesses  ($ Millions)  ($ Millions) Pre-tax Profit
Business for the Transportation Less than $250 3,563 9.4 490 19.2%
Sector: 1976
$250 to $2,000 2,146 23.8 113.6 21.0%
$2,000 to $20,000 391 50.9 190.5 26.7%
Over $20,000 47 111.9 545.3 20.5%
Total Canada 6,147 196.0 898 .4 21.8%
Sources: Business Finance Division, Small Business Secretariat,
Statistics Canada. Department of Industry,

Trade and Commerce.
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Table A6.9 Tax Pre-tax

Taxes Payable to Pre-Tax Profit Ratio Sales Class Number of  Payable Profit  Tax Payable x 100%/

for All Profitable Incorporated ($000) Businesses  ($ Millions)  ($ Millions) Pre-tax Profit

?;;éness for the Construction Sector: Less than $250 10,957 32.3 156.5 20.6%
$250 to $2,000 9,435 104.7 476.0 22.0%
$2,000 to $20,000 1,538 109.6 4451 24.6%
Over $20,000 65 87.7 261.0 33.6%
Total Canada 21,995 334.3 1,338.6 25.0%

Small Business Secretariat,
Department of Industry,
Trade and Commerce.

Sources: Business Finance Division,
Statistics Canada.

Tax Pre-tax

I::L: l;g.;:ble to Pre-Tax Profit Ratio Sales Class Number of  Payable Profit Tax Payable x 100%/
for All Profitable Incorporated ($000) : Businesses (3 Milions) _ ($ Milions) Pre-tax Profit
Business for the Trade Sector: 1976 Less than $250 22,323 69.2 296.6 23.3%
$250 to $2,000 25,161 2459 980.7 251%
$2,000 to $20,000 5,932 385.0 1,166.2 33.0%
Over $20,000 446 427.3 2,043.5 20.9%
Total Canada 53,862 1,127.4 4,487.0 25.1%

Small Business Secretariat,
Department of Industry,
Trade and Commerce.

Sources: Business Finance Division,
Stalistics Canada.
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Table A6.11 Tax Pre-tax

Taxes Payable to Pre-Tax Profit Ratio Sales Class Number of Payable Profit Tax Payable x 100%]

for All Profitable Incorporated ($000) Businesses  ($ Millions)  ($ Millions) Pre-tax Profit

Business for the Service Sector: 1976 Less than $250 21347 70.1 3490 201%
$250 to $2,000 7,788 94.3 465.2 20.3%
$2,000 to $20,000 722 83.6 293.6 28.5%
Over $20,000 57 1716 468.9 36.6%
Total Canada 29,914 419.6 1,576.7 26.6%

Table A6.12

Taxes Payable to Pre-Tax Profit Ratio
for All Profitable Incorporated
Business for the Finance Sector: 1976

86

Sources: Business Finance Division,
Statistics Canada.

Small Business Secretariat,
Department of Industry,
Trade and Commerce.

Tax Pre-tax
Sales Class Number of  Payable Profit Tax Payable x 100%/
($000) Businesses  ($ Millions)  ($ Millions) Pre-tax Profit
Less than $250 37,947 147.0 1,024.0 14.4%
$250 to $2,000 5,555 134.3 1,097.4 12.2%
$2,000 to $20,000 868 141.4 1,367.8 10.3%
Over $20,000 132 630.8 2,262.1 27.9%
Total Canada 44,502 1,053.5 5,751.3 18.3%

Sources: Business Finance Division,

Statistics Canada.

Small Business Secretariat,
Department of Industry,
Trade and Commerce.
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Table A7.1

Ownership Characteristics of
Incorporated Business for Various
Sales Classes for Five Commercial
Sectors: 1976

Table A7.2

Ownership Characteristics of
Incorporated Business for Various
Sales Classes for the Manufacturing

Sector: 1976

Foreign Controlled

Canadian Controlled

Sales Class Number of Sales  Number of Sales
($000) Businesses ($ Miltion)  Businesses (% Million)
Less than $50 221 2.0 57,691 981.0
$50 to $250 192 26.0 75,807 9,899.0
$250 to $2,000 1,892 1,979.0 67,214 44,918.0
$2,000 to $20,000 2,531 16,462.0 12,103 59,666.0
Over $20,000 711 79,462.0 760 67,206.0
Total Canada 5,547 97,931.0 213,575 182,670.0

Source: Corporations Section,

Business Finance Division,

Statistics Canada.

Small Business Secretariat,

Department of industry,
Trade and Commerce.

Foreign Controlled

Canadian Controlled

Sales Class Number of Sales Number of Sales
($000) Businesses ($ Mitlion) Businesses ($ Million)
Less than $50 50 0.0 4,988 82.0
$50 to $250 36 5.0 8,101 1,096.0
$250 to $2,000 641 697.0 10,268 7,704.0
$2,000 to $20,000 1,263 8,755.0 3,142 16,266.0
Over $20,000 447 57,192.0 297 26,195.0
Total Canada 2,437 66,649.0 26,796 51,343.0

Source: Corporations Section,

Business Finance Division,

Statistics Canada.

Small Business Secretariat,

Department of Industry,
Trade and Commerce.

87



New istics on Small Busli in Canada Appendix
Table A7.3 Foreign Controlled Canadian Controlled
Ownership Characteristics of Sales Class Number of Sales  Number of Sales
Incorporated Business for Various ($000) Businesses @ Milion)  Businesses ($ Million)
Sales Classes for the Transportation
$50 to $250 13 1.0 4,271 523.0
$250 to $2,000 98 94.0 2,925 1,920.0
$2,000 to $20,000 87 527.0 424 2,179.0
Over $20,000 17 774.0* 47 5,5675.0*
1,396.0 11,094 10,260.0

Table A7.4

Ownership Characteristics of
Incorporated Business for Various
Sales Classes for the Construction
Sector: 1976
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Total Canada 234

Source: Corporations Section,
Business Finance Division,
Statistics Canada.

Small Business Secretariat,
Department of Industry,
Trade and Commerce.

*Estimated from a data base independent of tax data

Foreign Controlled Canadian Controlled

Sales Class Number of Sales Number of Sales
($000) Businesses ($ Million)  Businesses ($ Million)
Less than $50 13 0.0 8,958 157.0
$50 to $250 9 1.0 14,235 1,846.0
$250 to $2,000 57 62.0 11,952 7,775.0
$2,000 to $20,000 80 587.0 1,683 7,707.0
Over $20,000 32 2,326.0* 42 1,531.0*
Total Canada 191 2,976.0 36,870 19,016.0

Small Business Secretariat,
Department of Industry,
Trade and Commerce.

Source: Corporations Section,
Business Finance Division,
Statistics Canada.

*Estimated from a data base independent of tax data
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Table A7.5

Ownership Characteristics of
Incorporated Business for Various
Sales Classes for the Trade
Sector: 1976

Table A7.6
Ownership Characteristics of

Incorporated Business for Various
Sales Classes for the Service
Sector: 1976

Appendix

Foreign Controlled

Canadian Controlled

Sales Class Number of Sales Number of Sales
($000) Businesses (3 Milion)  Businesses ($ Million)
Less than $50 89 1.0 17,607 278.0
$50 to $250 71 10.0 28,299 3,889.0
$250 to $2,000 822 874.0 31,801 21,668.0
$2,000 to $20,000 919 5,530.0 6,113 30,164.0
Over $20,000 186 16,966.0 337 32,221.0
Total Canada 2,087 23,381.0 84,157 88,220.0

Source: Corporations Section,
Business Finance Division,
Statistics Canada.

Small Business Secretariat,

Department of Industry,

Trade and Commerce.

Foreign Controlled

Canadian Controlled

Sales Class Number of Sales  Number of Sales
($000) Businesses ($ Milion)  Businesses ($ Million)
Less than $50 50 1.0 22,711 401.0
$50 to $250 63 9.0 20,901 2,545.0
$250 to $2,000 274 252.0 10,268 5,851.0
$2,000 to $20,000 182 1,063.0 741 3,350.0
Over $20,000 29 2,204.0 37 1,684.0
Total Canada 598 3,529.0 54,658 13,831.0

Source: Corporations Section,
Business Finance Division,
Statistics Canada.

Small Business Secretariat,

Department of Industry,

Trade and Commerce.
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Table A7.7 Foreign Controlied Canadian Controlled

Ownership Characteristics of Sales Class Number of Sales  Number of Sales

Incorporated Business for Various ($000) Businesses (6 Milion)  Businesses ($ Miltion)

Sales Classes for the Finance

Sector: 1976 Less than $50 800 11.0 57,125 686.0
$50 to $250 729 92.0 20,518 2,284.0
$250 to $2,000 671 491.0 6,724 3,991.0
$2,000 to $20,000 216 1,279.0 836 4,428.0
Over $20,000 32 1,548.0 102 17,078.0
Total Canada 2,448 3,421.0 85,305 28,467.0

Design: Jacques Charette and Associates Ltd.

Source: Corporations Section,

Business Finance Division,

Statistics Canada.

Small Business Secretariat,
Department of Industry,

Trade and Commerce.
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