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Introduction

Background and Objectives

This Small Business Trends (SBT) study is the eighth in a series of syndicated studies of small businesses in Canada.  This study provides clients with an unparalleled, dynamic view of this sector of the Canadian business landscape and a comprehensive examination of the issues impacting it.

Consistent with prior years, this study details demographic and organisational differences among Canadian Small Businesses (SBs) businesses. 

An ongoing challenge of the SBT is the volume of information clients demand. Because the SB market is unique and constantly changing, trying to market products and services continues to be increasingly difficult. In 2002 we dealt with this challenge by switching methodologies from telephone to mail questionnaire. This year’s switch to online methodology allowed us not only to incorporate large volumes of questions but also to apply precise logic and consistent administration of the questions (rather than relying on respondents’ ability to self-administer complex skip patterns). Due to change in methodologies and change in the structure of the questionnaire, only certain data points from previous years are tracked. With the new approach in hand, we look forward to looking in more depth at longitudinal trends in future reports.

In 1996 when the study was first launched, few would have believed that this business sector penetrated over two million Canadian households. In the second year of the study, research indicated, that despite rising bankruptcy rates, there was a flourishing core of SBs stabilising this sector. In 1998 and 1999, the studies confirmed SBs’ commitment to and adoption of new technologies, emphasising the direct relationship between SBs’ increasing technological savvy and their business success. The 2001 report looked at various motivational segments: the Lo-tech status quo, the Ambitious white collar technophiles, the Moderate-paced followers and the Unprepared overwhelmed and indebted. The Internet had become an integral part of the SB operation.  By 2002 SB owners appeared to have soured on their attitudes towards technology, with reduced agreement that technology is important to the success of their business. Now we look at the marketplace in 2005 with a fresh methodology and approach.

Methodology

The Small Business Trends (SBT) Syndicated Study interviewed 1494 full-time small business owners with nine or fewer employees across Canada. The resulting data are accurate to within 2.5 percentage points (19 times out of 20) of the entire Canadian small business population with nine or fewer full-time equivalent employees. This includes a nationally random sample of 1300 business owners (+2.7%) plus over-samples in selected provinces to allow for regional analysis. Smaller sample sizes detailed in the report have an increased margin of error.  Data were collected between August 8th and August 23rd, 2005, using online methodology rather than telephone or mail as in past years. Because of this change in methodology and a significant revamping of the questionnaire, comparisons with prior years’ data are limited. 

To qualify for this survey, business owners had to own/operate a business with nine or fewer full-time equivalent employees.  The survey included 261 respondents whose primary office location was outside the home and 1233 that are home-office based. 

As with previous years, Ipsos-Reid used its research panel to find qualified respondents. The online Canadian Household Panel features over 150,000 households who have agreed to take part in research with Ipsos Reid. 

Industry Canada Proprietary
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Executive Summary

Exporting

Twenty percent (20%) of responding firms say they sell or export any goods or services outside of Canada. Firms that export are more likely to be in large urban areas, to be older and larger and be at the fast growth stage.

Insurance
Among those businesses who have business or personal insurance, half (51%) have experienced no change in their premiums in the past 12 months. One-third (32%) have experienced an increase and only 9% a decrease.

For a quarter of those who experienced an increase in premium, the rise was less than 5%; another 50% experienced a 5% to 10% increase. Thus three-quarters experienced an increase of 10% or less. 

Profile

Just over half of total survey respondents are sole-proprietors (52%). Just over half of the remaining SBs say they are the majority owners of their businesses (52%). Only 7% had a minority stake and 41% are 50/50 partners. 

Sommaire exécutif

Exportation

Vingt pour cent (20 %) des entreprises participantes ont répondu qu'elles vendaient ou exportaient des biens ou des services à l'extérieur du Canada. Les entreprises exportatrices sont plus susceptibles d'être situées dans de grandes agglomérations, d'être établies depuis un certain temps, d'être de taille importante et d'être en phase de croissance rapide.  

Assurances
Des entreprises qui souscrivent une assurance commerciale ou personnelle, la moitié (51 %) ont indiqué que leur prime n'avait pas changé au cours des douze derniers mois; un tiers (32 %) ont subi une hausse et seulement 9 % ont bénéficié d'une diminution. 

Le quart des entreprises qui ont subi une hausse de leur prime ont connu une augmentation de moins de 5 % et la moitié, une augmentation de 5 à 10 %. Ainsi, les trois quarts ont subi une augmentation de 10 % ou moins.   

Profil

Un peu plus de la moitié des répondants au sondage sont l'unique propriétaire de leur entreprise (52 %). Des entrepreneurs restants, un peu plus de la moitié (52 %) ont indiqué qu'ils étaient propriétaires majoritaires. Seulement 7 % étaient propriétaires minoritaires et 41 %, partenaires à parts égales.   

Industry Canada Proprietary Questions

Exporting
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Reasons for Failure of Application

Q.F15

24%

19%

15%

9%

6%

5%

4%

14%

Unsatisfactory credit rating

Insufficient collateral/security

Business hasn't been operating long

enough

Insufficient cash flow

Business was too small

Insufficient equity

No credit history

Nothing/ no reason given

Base: Did not obtain loan or line of credit (n=175)

Note: Mentions less than 3% not shown


Firms that are proportionally more likely to export services or products outside of Canada are:

· Multi-location (25% vs. 15% single location)

· In a large urban are (22% vs. 14% medium urban, 13% small urban, 13% large town)

· In BC (18%) or Ontario (19%) vs. Quebec (11%)

· In the following verticals:

· Manufacturing 35%

· Retail Wholesale 30%

· Transportation/Logistics 25%

· Primary Industry 25%

· In business 3-6 years (20%) or 11 years+ (19%) vs. 1-2 years (11%)

· Post graduates (24% vs. those with no university 13%)

· Revenues of $100k plus (22%)

· Fast growth stage (24%) or moderate growth (18%) vs. start-ups (11%)

· Self-financing business (19%)

· Craft motive (20%)

One in six of our respondents say they sell or export any goods or services to any countries outside of Canada. A quarter of those with more than one location (vs. only 15% of those with one location) export or sell outside of Canada. These exporters are proportionally more likely to be found in large urban areas (22%) rather than medium sized urban areas (14%), Small urban (13%) or large towns (13%). In terms of business stage the fast growth firms (24%) and moderate growth firms (18%) are more likely than start-ups (11%) or closing down stage firms (13%) to export their goods or services.

Those who sell or export are proportionally more likely to have revenues of $100,000 or more (22%) versus those who have revenues of under $60,000 (9%). Self financing firms (15%) are more export oriented than are those who find from personal sources or business sources (15% each). SBs with Post graduate degrees are more likely to sell/export (24%) than are those with high school (13%) or non-university tertiary education (13%).

Firms in BC (18%) and Ontario (19%) are more likely than Quebec firms (11%) to sell or export outside of Canada. National Bank’s regional orientation is apparent with only 9% of firms who use it exporting versus 15% RBC, Scotia, 16% Credit unions, BMO and 18% TD Canada Trust.

Those in Manufacturing (35%), Primary industries (24%), retail/wholesale (30%) firms are more likely than professionals (10%), services (14%) and construction (4%) to export. Given this split of goods and services it is not surprising that craft motivated firms (20%) are more export oriented than are those motivated by freedom and economic growth.

Insurance

Premium Change

Among those businesses who have business or personal insurance, half (51%) have experienced no change in their premiums in the past 12 months.  One-third (32%) have experienced an increase and only 9% a decrease.

Those most likely to have experience any change are those with two ore more locations (39% increase and 15% decrease). Nearly four-in-ten (38%) of those with their primary office outside the home have experienced an increase (versus 31% of those with primary home offices).

[image: image4.emf]
Large urban SBs seem to be proportionally having an easier time with their premiums than some other locales: 55% have experienced no change (versus only 45% of those in small urban areas) and 11% have experienced a decrease, significantly more than rural areas (5%). By contrast the small urban and rural locales are significantly more likely than large urban SBs to have experienced an increase (39%, 38% vs. 27% respectively).  

Those aged 55-64 were proportionally more likely to have experienced an increase in premium (38%) than were those under the age of 44 (26%).

Regionally the area most likely to have experience no change was Quebec (62%). Quebecers were also proportionally less likely to have experienced an increase (25%) than were those in BC (34%), Manitoba/Saskatchewan (34%), Ontario (33%) and the Atlantic (37%). Decreases were proportionally more likely in Alberta (13%), Atlantic (13% and Ontario (11%) than in BC (5%) or Manitoba/Saskatchewan (3%).

Firms in business three ore more years are proportionally more likely than young firms to have experienced an increase (48% of 21+ years, 32% of firms 3 to 20 years in business vs. 23% of those 1-2 years).

Firms at the moderate growth or later stages are proportionally more likely to experience premium increases (35%) than are start-ups (22%).

Half of SB’s have seen no change in their insurance premiums (51%). Only one-in-ten have seen a decrease (9%) but nearly a third have seen an increase (32%).

Those proportionally more likely to have seen a decrease are:

· Multi-location firms (15% vs. 8% single location)

· Two full-time employees (13% vs. single employee 8%)

· Large urban (11% vs. 5% rural)

· Alberta (13%), Ontario (11%), Atlantic (13%), (vs. 5% BC and 3% Manitoba/Saskatchewan)

· Age 65+ (15%)

· Self-financing firms (11%)

Amount of Premium Change

For a quarter of those who experienced an increase in premium, the rise was less than 5%; another 50% experienced a 5% to 10% increase. Thus three-quarters experienced an increase of 10% or less. 

Among the small proportion that experienced a decrease, for nearly half (49%), it was less than 5% and for another third (37%) it was 5% to 10%. Thus 86% experienced a decrease of 10% or less.  

[image: image5.emf]��

Privileged and confidential

©2005 Ipsos-Reid

Profile

Q.P15

5%

95%

77%

17%

6%

Yes

No

English

French

Other

Base: All respondents (n=1494)

Age of Majority 

Owner

First Language of 

Majority Owner


Among those who have experienced an increase, large, mid and small urban and rural areas are more likely than small town SBs to have experienced increases of 5% to 10% (58%, 57%, 54% and 54% respectively vs. 30%). Large and small towns were proportionally more likely than Small urban areas to have experienced increases less than 5% (34%, 36% vs. 15% respectively).

Those aged 45 to 64 were proportionally more likely than those aged 25 to 34 years to have experienced a premium increase of 11% to 20% (20% vs. 5%).  

Firms with revenues $100,000 ore more were more likely than low income firms to experience increases of 5% to 10% (61% vs. 38%).

Firms in BC, Alberta and Ontario were proportionally more likely than Quebec firms to experience increases of 11% to 20% (20%, 18% and 19% vs. 4% respectively).

Half of SB’s who experienced an increase saw their premium rise between 5% to 10%. Another quarter experienced increases of less than 5%.

Firms proportionally more likely to have increases

	Of less than 5%:
	Of 5 to 10%:

	Large or small town (35)

Quebec (38% vs. Albert 19%, Ontario 23%)

Low revenue (<$20k) 38%

Start-up stage (42%)
	Urban (56%), Rural (54%)

Three-to-five full-time employees (65%)

Majority owner not disabled (53% vs. 31% disabled)

3-10 years in business (54%) or 21+ (59%)

High revenue ($100k+) 61%

Maturity (57%)


Profile

Ownership

Just over half of our total respondent base are sole proprietors (52%). Just over half of the remaining SBs say they are the majority owners of their businesses (52%). Only 7% had a minority stake and 41% are 50/50 partners.

Majority owners are proportionally more likely to be:

· Single location SBs (54% versus 43% of multi-locations)

· Home office (54% vs. 43% of outside offices)

· One full-time employee (73% vs. 31%)

· Located in urban areas (58%) or small towns (48%) versus rural areas (26%)

· In BC (60%) versus Manitoba/Saskatchewan (45%)

· Services (60%), construction (51%) or retail/wholesale (47%) versus primary industries (26%)

· Revenues less than $250k (56%) vs. revenues $250k plus (29%)

· Financing via personal sources (57%) or self-financing (52%) versus business sources (38%)

50/50 Partner owners are proportionally more likely to be:

· Firms for two to five full-time employees (61% vs. one employee 24%)

· In small towns (46%) or rural areas (57%) versus large urban areas (33%)

· Manufacturing (57%), primary industries (60%), transportation/logistics (69%) versus services (36%) and construction (40%)

· Female (48% vs. 35% male)

· Business sources for financing (49%) versus 37% of firms with personal sources financing and 42% of self-financing firms

· [image: image6.emf]��
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Exporting

Q.P8a

Yes, 16%

No, 84%

Base: All respondents (n=1494)

Moderate growth or closing down stage (47%, 51% respectively vs. maturity 31%)

Gender of Majority Owner

We asked our minority owners if the majority owners of their firms were male or female. Though the base size is small (n=54) nearly three quarters (73%) were male.

Age of Majority Owner

We asked our minority owners if the majority owners of their firm were age 29 or younger. In all but 5% of cases the answer was “no”.

First Language of Majority Owner

Minority owners revealed that English was the first language of 77% of the majority owners, with French being the mother-tongue of 17% and only 6% having other languages as their first tongue.
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Amount of Premium Change

Q.F23a

25%

50%

16%

8%

Base: Insurance premiums did increase (n=459)

Less than 5%

5% to 10%

11% to 20%

More than 20%

49%

37%

8%

6%

Decrease (n=123) Increase (n=459)

75%

86%


Aboriginal Ownership

Only one percent of our respondents indicated that the majority owner of the business is an Aboriginal person.

Visible Minority Ownership

We asked all of our respondents if the majority owner of the business was from a visible minority group other than aboriginal persons; all but four percent said “no”.
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Premium Change

Q.F23

32%

9%

51%

8%

Increase

Decrease

No change

(Dk/Ns)

Base: Currently have insurance for business or yourself (n=1406)


Disabled Persons Ownership

Ten percent of our respondents indicated that the majority owner of the business has a disability. These SBs are proportionally more likely to be 

· In large towns (20% versus mid-sized urban areas 12% or rural areas10%)

· Any province/region other than Quebec (2%)

· Revenues under $60,000 (13%)

· Tertiary education but not university (college) 12% 

· Start-up (10%) stage

New to Canada

One-in-seven (14%) of our SBs indicated that the majority owner of the business has resided in Canada for less than 5 years. These firms are proportionally more likely to be in the following sub-groups

· Three-to-five full time employees (20%) vs. single (13%) or two (12%) employees

· Large town (205) versus mid-urban (12%) or rural (10%)

· Quebec (38%) 

· Services (14%), Construction (16%), Manufacturing 20%), Transportation/logistics (18%) versus Professions (3%)

· Tenure of 1-2 years (19%)

· Be under the age of 55 (16%) versus 9% of those 55-plus

· Fast growth (21%) or moderate growth stage (19%) versus maturity (8%) or closing down (10%)

· Finance themselves with personal sources (13%), business sources (16%) or government programs (25%) rather than the business financing itself (11%)

· Nearly one-in-five (18%) of the Craft segment are new to Canada versus 12% of those motivated by freedom.
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Profile

Q.P15

10%

90%

14%

86%

Yes

No

Yes

No

Base: All respondents (n=1494)

Disabled Persons 

Ownership

New to Canada


Reason for Failure of Application

Unsatisfactory credit rating was the most oft-given reason for not obtaining the financing applied for, followed by Collateral insufficiencies and lack of tenure and insufficient cash flow. One-in-seven say they were not given a reason for the failure of the application, clearly an opportunity for financial institutions to improve service and relationships. Users of RBC (21%) and Scotiabank (23%) were proportionally more likely than those of CIBC (8%) and Credit Unions (9%) to have received no explanation.
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Profile

Q.P15

1%

99%

4%

96%

Yes

No

Yes

No

Base: All respondents (n=1494)

Aboriginal 

Ownership

Visible Minority 

Ownership


The reasons appear to shift with age. One third (34%) of those under the age of 45 say the reason was unsatisfactory credit rating versus those older (15%). One their (32%) of those age 45 to 54 were turned down because of insufficient collateral and those age 55-64 were proportionally more likely (31%) than those younger to say that no reason was given. Over age 65, one-in-five cancel the request themselves and another one-in-five don’t know why they were turned down.

In Ontario one in five (20%) were given no reason, a significantly higher proportion than in Quebec, were there were no SBs who were uninformed. In Manitoba/Saskatchewan one-in-five were told they had insufficient equity, significantly greater than in BC (3%), Alberta (0%) or Ontario (3%).

Those whose businesses were less than three years old were proportionally more likely to be turned down for not having been in business long enough (37%) than those with longer tenure (7%). This is consistent with the 34% of start-ups who were given the same reason versus the other phases (20%).  Those in the Maturity and closing down phases are more likely to have insufficient cash flow (19% and 31% respectively) versus the other phases (3%).

Appendix:
Questionnaire
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Profile

Q.P15

52%

7%

41%

73%

11%

Majority ownership

Minority ownership

50% ownership

Male

Female

Base: All respondents (n=1494)

Ownership

Gender of Majority 

Owner
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SCREENER

PROFILE OF SMALL BUSINESSES (cont’d at end of survey)

P8a. [IC PROP1] In the last 12 months, did your business sell or export any of its goods or services to any countries outside Canada?

· Yes 

· No

FINANCIAL SERVICES

F1.  [IC PROP2] In the last twelve months, overall, did your insurance premiums increase or decrease or not change? 
· Increase 

· Decrease
· No change 
[IF “Increase” or “Decrease IN F23 ASK F23a; OTHERWISE SKIP TO F24]
F23a. [IC PROP3] By approximately how much did your insurance premiums change? (Please check one response only.)

· Less than 5%

· 5% to 10%

· 11% to 20%

· More than 20% 

PROFILE OF SMALL BUSINESSES (cont’d from beginning of survey)

P1.  [IC PROP4] Are you the majority owner of your business or are you a minority owner, or do you have 50% ownership? 

· Majority ownership

· Minority ownership

· 50% ownership

[IF P15=”MINORITY” ASK P15b,c,d; OTHERWISE SKIP TO INSTRUCTION BEFORE P15e]

P15b.
[IC PROP5] Is the majority owner of your business male or female? 

· Male

· Female

P15c.
 [IC PROP 6] Is the majority owner of your business age 29 or younger?

· Yes 

· No

P15d.
 [IC PROP 7] What is the first language of the majority owner?

· English

· French

· Other

[IF P17=”MINORITY” READ “Majority owner” in P15e,f,g,h; OTHERWISE READ “you” in P15e,f,g,h]

[ASK ALL]

P15e.
 [IC PROP 8] [Are you/Is the majority owner of the business] an Aboriginal person? 

Aboriginal persons refer to those persons who identify with at least one Aboriginal group, that is, North American Indian, Métis or Inuit.  “North American Indians” are those who are a Treaty Indian or a Registered Indian as defined by the Indian Act of Canada and/or who are members of an Indian Band or First Nation.

· Yes 

· No

[IF “YES” IN P15e, SKIP TO P15g; OTHERWISE ASK P15F]

P15f.
 [IC PROP 9] [Are you/Is the majority owner of the business] from a visible minority group other than aboriginal persons? 

 “Visible minority groups" includes someone, other than an Aboriginal person, who is non-white in colour or race, regardless of place of birth.  For example, Black Chinese, Filipino, Japanese, Korean, South Asian or East Indian, Southeast Asian, non-white West Asian, North African or Arab, non-white Latin American, or a person of mixed origin, that is with one parent in one of the visible minority groups in this list, or other visible minority group.

· Yes 

· No

P15g.
 [IC PROP10] [Do you/Does the majority owner of the business] have a disability? 

 Disability refers to the limitation in the kind or amount of a person’s activity because of a long-term physical condition, mental condition or health problem.  

· Yes 

· No

P15h.
 [IC PROP11] [Have you/ has the majority owner of the business] resided in Canada for less than 5 years?    

· Yes 

· No 

 [THANK YOU FOR PARTICIPATING IN THIS SURVEY.]
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SCREENER

PROFILE OF SMALL BUSINESSES (cont’d at end of survey)

P8a. [DATA: IC PROP1] Au cours des derniers 12 mois, est-ce que votre entreprise a vendu ou exporté des biens ou services dans d’autres pays que le Canada?

· Oui

· Non

F2.  [DATA: IC PROP2] Au cours des 12 derniers mois, dans l'ensemble, vos primes d'assurances ont-elles augmentées, diminuées ou n'ont pas changées?  

· Augmentées 

· Diminuées

· Sans changements 

· Ne sais pas

[IF “INCREASE” OR “DECREASE” IN F23 ASK F23A; OTHERWISE SKIP TO F24]

F23a. [IC PROP3] By approximately how much did your insurance premiums change? (Please check one response only.)

· Moins de 5%

· 5% à 10%

· 11% à 20%

· Plus de 20%

PROFILE OF SMALL BUSINESSES (cont’d from beginning of survey)

P2. [DATA: IC PROP4] Etes-vous propriétaire majoritaire ou propriétaire minoritaire de votre entreprise ou êtes-vous propriétaire à 50%?  

· Propriétaire majoritaire

· Propriétaire minoritaire

· Propriétaire à 50%

[IF P15=”MINORITY” ASK P15b,c,d; OTHERWISE SKIP TO INSTRUCTION BEFORE P15e]

P15b.

[DATA: IC PROP5] Le propriétaire majoritaire de votre entreprise est-il un homme ou une femme?

· Homme

· Femme

· Refus

P15c.
[DATA:IC PROP 6] Le propriétaire majoritaire de votre entreprise est-il âgé de 29 ans ou moins?

· Oui 

· Non

P15d.
[DATA: IC PROP 7] Quelle est la langue maternelle du propriétaire majoritaire?

· Anglais

· Français

· Autre

[IF P17=”MINORITY” READ “Majority owner” in P15e,f,g,h; OTHERWISE READ “you” in P15e,f,g,h]

[ASK ALL]

P15e.
 [DATA:IC PROP 8]   [Êtes-vous/Est-ce que le propriétaire majoritaire de l'entreprise] un autochtone?

(Autochtone fait référence aux personnes s'identifiant avec au moins un des groupes autochtones soit: Amérindien, Métis ou Inuit.  “Les amérindiens” sont les Indiens assujettis à un traité ou les Indiens inscrits tels que définis par la Loi canadienne sur les Indiens et/ou qui sont membres d'une Bande ou des Premières Nations.)

· Oui 

· Non

[IF “YES” IN P15e, SKIP TO P15g; OTHERWISE ASK P15F]

P15f.
 [DATA:IC PROP 9] [Êtes-vous/Est-ce que le propriétaire majoritaire de l'entreprise] est membre d'un groupe minoritaire visible autre qu'autochtone?

(“Groupes minoritaires visibles " incluent une personne autre qu'autochtone, qui n'est pas de couleur et de race blanche, peu importe son lieu de naissance.  Par exemple, chinois noir, philippin, japonais, coréen, sud-asiatique ou indien de l'est, sud-est asiatique, ouest asiatique non blanc, nord africain ou arabe, latino non blanc, ou une personne d'origines diverses ce qui veut dire dont l'un des parents fait partie d'un des groupes de la liste ou d'un groupe minoritaire visible.)

· Oui 

· Non

P15g.
 [DATA:IC PROP10] [Avez-vous/Est-ce que le propriétaire majoritaire de l'entreprise a] une incapacité?

 (Incapacité fait référence à une limitation dans la nature ou la quantité des activités d'une personne due à un état physique à long terme, un état mental ou des problèmes de santé.)  

· Oui 

· Non

P15h.
 [DATA:IC PROP11] [Résidez-vous/Est-ce que le propriétaire majoritaire de l'entreprise réside] au Canada depuis moins de 5 ans?      

· Oui 

· Non

· 5 000 $ à 24 999 $

· 25 000 $ à 49 999 $

· 50 000 $ à 99 999 $

· 100 000 $ et plus 

[MERCI DE VOTRE PARTICIPATION À CETTE ÉTUDE.]
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