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A MESSAGE FROM

The Honourable Lawrence MacAulay

Secretary of State for
the Atlantic Canada
Opportunities Agency

| am pleasad to introduce the fourth edition of The State
of Small Business and Entrepreneurship in Atlantic Canada.
Within these pages is the most current and comprehensive
picture available of the activities, concerns, conditions and
characteristics of the region’s growing pool of small- and
medium-sized enterprises (SMES).

ACOA works, in partnership with businesses, business
associations, educationa institutions, provincial governments
and other federal departments, to coordinate a wide variety of
activities designed to improve the climate for business growth
across Atlantic Canada and to provide resources for improving
productivity and competitiveness within the private sector itself.

The region both seeks and depends upon new business
opportunities at home and abroad. There are opportunities: at
least 75 million consumers — and potentia customers for
Atlantic firms — reside within 1,000 kilometres of the region’s
perimeters. At the same time, research indicates that the SME
sector in Atlantic Canada is a net job producer, that SMEs are
largely responsible for the diversification of the economy into



high-growth and technol ogy-based industries, and that SMEs
are characteristicaly inclined to adapt rapidly to productive
change.

Since 1991, with the publication of theinaugural edition,
The State of Small Business and Entrepreneurship in Atlantic
Canada has been a key source of valuable information on the
chalenges and opportunities facing our region's small
businesses. In an information age, information is the currency
of change. This document is intended to be useful for
educators, business leaders, policymakers and entrepreneurs
themsdves, in their efforts to better understand the dynamics at
work in our economy — the forces and trends that are shaping
the future.

| invite you to read on.

Lawrence MacAulay, P.C., M.P.
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EXECUTIVE SUMMARY

Growing New Businesses

The 1996 edition of The State of Small Business and
Entrepreneurship in Atlantic Canada anayses the dynamics of
growth in overal employment and number of businesses (by
firm 9ze) over the 1989-1993 period and presents summarized
versions of recent research studies on home-based businesses,
entrepreneurship among Francophones, young entrepreneurs,
and entrepreneurship and education. It adds to the knowledge
base on small business and entrepreneurship needs and issues
established in the three previous editions of this report.

During much of the 1989-1993 period, Canada experienced an
economic downturn. While Atlantic Canada was certainly not
immune to the recession, the region created new firms at arate
disproportionate to its size, outstripping the performance of the
national economy. In fact, the region managed to increase the
total number of businesses by approximately one percent per
year. This compares favourably with the national performance
which remained in arelatively stable position.

By the end of 1993, there were over 926,000 employer-firmsin
Canada and approximately 90,000 in the Atlantic region (this
includes public adminigiration). The vast majority of these were
very smal firms. By the end of 1993, over 75% of al firmsin
Atlantic Canada had fewer than five employees, 89.4% had
fewer than 20 employees and 95.2% had fewer than 100
employees.

From 1990-1993, firms with fewer than five employees were

responsible for the total increase in the number of firmsin the
region, experienced the highest number of entrants and exits,
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and the highest percentage increase in number of firms (5.1%)
in any size category. There was virtually no change in the
number of firms with more than one hundred employees. The
average annual rate of new business entries over the four-year
period was 20.2% while the average annua exit rate was 19.2%.
These rates for Canada were both 15.5% (thus no net gain).
This reflects a considerable amount of turbulence within the
small and medium-sized enterprise (SME) sector as relatively
high numbers of businesses entering the economy are partialy
offset by high numbers exiting, especialy in the smallest firms
(under 5 employees). However, the base of firms continues to
grow as evidenced by more recent data that between 1993 and
1995, the net number of businesses increased by 4.1% in
Nova Scotig, 6.1% in New Brunswick, 5.3% in Prince Edward
Idand and 0.9% in Newfoundland and Labrador. This compares
to a national increase of 4.3%. There are in excess of 17,000
new firm entries on an annua basis. The high entry rate,
coupled with a high exit rate a'so means that the average firm
age is decreasing. In 1993, Atlantic Canadian firms had an
average age of 5.2 years compared to 6.5 years for Canada.

Growth in overal number of firms varies by sector. The
strongest growth was in Persona and Business Services and in
Community Services. The highest entry rates were in Primary
Industries (21.1%), Accommodation and Food (21.0%) and
Business Services (20.8%). Among the highest exit rates were
businesses in Primary Industries (26.1%), Mining (20.0%) and
Accommodation and Food (18.5%).

Shrinking firms (“diders’) outnumbered growing firms by
approximately four to three; only 4% of all firms grew into the
next employment size category over the 1990-1993 period.
Again, however, the very small business sector generated the
highest number of growing firms. Larger firms, those with over
100 employees, tended to shrink.
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Anatomy of Job Creation

While overal employment levels in Canada declined over the
1990-1993 period, the Atlantic region performed much better
than the country as awhole. Employment in Canada declined
by 7% compared to 5% in Atlantic Canada. The decline in
Atlantic Canada was influenced primarily by the loss of some
30,000 jobs resulting from the closure of the groundfish fishery.

From 1989 to 1993, the small firm share of total employment
increased from 38.4% to 41.1%; the SME share increased to
53.5%; the large firm share dropped to 46.4%, a trend which
has been occurring over the past ten years. In 1979, large firms
accounted for 54% of total employment.

Firmsin Atlantic Canada with fewer than five employees were
the only significant employment creators over the four-year
period, in spite of their volatility (high entry and exit rates).
Employment in these micro-firms increased by 22,600 while
employment in medium to large firms (>100 employees)
decreased by 51,700. Small businesses also led the way out of
the recession. Between late 1994 and the end of 1995, firms
with fewer than 50 employees created 13,500 of the 17,300 or
78% of the net new jobs in the Atlantic region.

Over the period, about 167,000 gross new jobs were reported
through Statistics Canada Employment Dynamics data. Almost
three-quarters of these gross new jobs were created by new firm
entries - a total of 72,384 new firms contributed 121,900 gross
new jobs. The greatest percentage of these new jobs (43%)
occurred in firms which started with fewer than five employees.
Notwithstanding the jobs lost due to new firms which did not
survive the four-year period, the net impact was an additional
99,000 jobs. Thiswas a bright spot in an economy which saw
an overal employment decrease of 46,500.
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The remainder of the gross new jobs were created by the 4%
(3,200) of firms which grew into the next employment size
category (41,700 jobs) and the firms (47% of the total) which
added employees but did so within the same size category
(3,800 jobs). Thus, 4% of existing firms created aimost a
guarter of total gross new jobs and about 90% of jobs created
by existing firms (as opposed to new entries). In addition, the
142 firmswhich grew rapidly (only 0.16%) created 5,400 jobs,
again exclusively in the small firm sector.

Many more jobs were lost by “diders’ or shrinking firms than
were created by “growers’, and job losses from exiting firms,
especialy among larger firms, exceeded job gains from entrants.
As a group, firms that existed at the end of 1989 experienced
decreases in employment across the board by the end of 1993.
Only jobs created by new firms provided relief. About 44% of
the firmswhich existed in 1989 no longer existed by the end of
1993, taking over 113,000 jobs with them (over half of the gross
job loss). The 5% of total firms which shrank produced over
one-third of the gross job |osses.

The dynamic of employment creation and loss varied within
industry sectors and by province. The biggest net increases by
industry sector were in Transportation, Communications and
Utilities (14%), Personal and Business Services (13%) and
Community Services (13%). The greatest losses were the
Goods-Producing sector (16%) and Wholesale Trade (13%). In
termsof provincia comparisons, over 80% of total employment
lossin the region occurred in Newfoundland and L abrador and
in Nova Scotia. In al four provinces, the micro-firms (under
five employees) were net employment generators.

Self-employment in Canada and the Atlantic region aso grew

substantially over the period from 1989 to 1995. Between 1989
and 1991 self-employment in the Atlantic region increased by
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7.7% (reaching 135,000) compared to 6.6% in Canada. After
a slight setback in 1992 as a result of the impact of problems
related to the fishery, the Atlantic region again outpaced the
country asawhole in self-employment growth. Between 1992
and 1995, self-employment in the region grew by almost 13%.
In Canada, growth over the same period was only 11%.

Home-Based Business

This edition of The State of Small Business and
Entrepreneurship in Atlantic Canada reports on two studies
related to home-based business. Thefirst is an Atlantic Canada
study carried out by The Rural and Small Towns Programme at
Mount Allison University. The second is a study by the
Economic Recovery Commission of Newfoundland and
Labrador. Each study is quite comprehensive, providing a
profile of home-based business and addressing the problems and
opportunities faced by this sector of economic activity.

Many issues were addressed in these studies but, in generdl, it
can be said that:

. home-based businesses make a dSgnificant
contribution to household income;

. there are important advantages to locating in the
home that are not available to owners of
businesses  operating from  commercia
establishments (life style, family care, costs);

. the positive impacts on family life far outweigh the
negative,

. while the home is seen by many as an incubation
location, a significant percentage of firms remain
in the home for long periods of time;

. family members play an important role in home-
based enterprise as employees or helpers;
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. various forms of technology are being used as aids
in operating a business from the home.

While there appears to be a very positive perception of home-
based enterprise on the part of the owners, three magjor problems
have been identified:

. lack of planning
. poor regulatory environment
. limited government support

Entrepreneurship among Persons with Disabilities

Because a very high percentage of business owners with
disahilities operate from the home, the results of a Nova Scotia
study were aso included in this chapter.

This study reported on some of the problems faced by disabled
persons, athough the respondents indicated that their disabilities
did not present insurmountable barriers to their work. The
problems these individuas faced can be summarized in the
specific recommendations that resulted from the findings of the
report:

. improve access to training opportunities for
entrepreneurs with disabilities;

. develop financial assistance programs targeted to
entrepreneurs with disabilities;

. establish a network of entrepreneurs with
disabilities to act as mentors.
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Entrepreneurship among Francophones

A study conducted by the Conseil économique du Nouveau-
Brunswick (CENB) in 1996 represents the only attempt to
document and analyze the entrepreneurial phenomenon within
the francophone community in the region in the last number of
years. The purpose of the CENB study was to better
understand Acadian entrepreneurship and to utilize knowledge
of the entrepreneuria process among Francophones to further
enhance the contribution they make to the economy of Atlantic
Canada. More specifically, the study provided vauable
information concerning the profile of these entrepreneurs and
their ventures, aswell as information on the support structures,
especially financial  support, utilized by francophone
entrepreneurs.

As with most entrepreneurs, the need to achieve and to be in
control were the primary motivators underlying the decisions of
francophone entrepreneurs to establish businesses. The majority
of their businesses were incorporated (56%), family-owned
(70%), started from scratch (73%), in the service sector (55%),
and had annua sales of less than $500,000 (52%). In addition,
asgnificant proportion (43%) of Acadian entrepreneurs owned
more than one business.

Again, much like all entrepreneurs, financing and financia
support were significant issues. Although requirements for
start-up capital were fairly small, personal guarantees and an
over-reliance on debt were the mgjor financing problems faced
by Acadian entrepreneurs. Females also experienced the added
problem of insufficient collateral. In terms of non-financia
support, it appears that francophone entrepreneurs prefer to rely
oninternal resources. The magjority of francophone businesses
did not have a board of directors and of those that did, the
internal board members, such as spouses, employees and
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partners, were considered to be the most valuable. Similarly, a
sgnificant percentage (44%) did not utilize any outside
marketing support.

Overdl, three key issues were identified in order to enhance the
growth of Acadian entrepreneurship in the region. First, many
entrepreneurs are satisfied with the status quo and resist sharing
ownership. As a result, growth-willingness needs to be
encouraged and promoted. Second, these firms are confronted
with a capital market that appears to be inefficient. Thereisa
need for better access to capital, especially equity, improved
venture proposals, more effective investment mechanisms and
improved information flow. Finaly, there appear to be gapsin
the support network and some resistance on the part of
entrepreneurs to utilize the support that is available. Mentoring
and networking can be used much more effectively to support
the start-up and growth of firms owned by francophone
entrepreneurs.

Entrepreneurship and Youth

To date, very little research has been undertaken to document
and analyze the needs of young people with respect to starting
and growing small businesses. As a result, in 1995 ACOA
undertook an exploratory study based on surveys of existing
young entrepreneurs, young people who want to become
entrepreneurs, and a number of interviews with representatives
of the banking community and small business support
organizations. In addition to information on support programs,
the ACOA report provided some useful insightsinto the profile
of young entrepreneurs and their businesses, their motivations
for establishing ventures and the barriers they faced at the start-
up and growth stages of their businesses.
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These young entrepreneurs were approximately 22 years old at
start-up, were well educated and had almost five years of work
experience in small private firms before going into business for
themselves. In addition, approximately 40% had established
more than one business and these multi-firm owners had created
more employment and generated greater revenues per firm than
their single-firm counterparts.

The desire for independence and the need for persona
accomplishment were the primary factors cited by young people
for pursuing an entrepreneurial career strategy. Interestingly,
the lack of job opportunities was not cited as a significant
influencing factor. Parental influence was an important factor
with young people, especiadly the established entrepreneurs,
43% of whom had self-employed parents.

Access to financing was the most significant barrier faced by
young entrepreneurs.  Personal resources and various
government departments and agencies represented the primary
sources of capital for young entrepreneurs. The majority of
young entrepreneurs relied primarily on themselves and their
close persona networks to overcome various obstacles. This
has sgnificant implications for the development and delivery of
various support programs targeted towards young
entrepreneurs.

Overdl, whileit is generally acknowledged that much has been
done in recent years to encourage an entrepreneurial spirit in
youth and to support their effortsto start businesses, the number
and the proportion of young people interested in
entrepreneurship and self-employment still lags well behind the
general population. As a result, there is a significant
opportunity associated with encouraging young people to
consider an entrepreneuria career. While efforts in this area
have improved, much more can and should be done. In
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particular, accessto capital and other support must be improved
and young people must be encouraged to take full advantage of
the support structure. This will require innovative and
collaborative programming tailored specifically to the needs of
young entrepreneurs.

Entrepreneurship and Education

The years between 1990 and 1996 saw major efforts to refocus
the education system at all levels toward the encouragement of
entrepreneurship. The basis of much of this effort, especialy at
the secondary level, was the completion in 1989 of the Projet
Entrepreneurship Project (PEP). This report examined the
degree to which grade 12 students were exposed to
entrepreneurial concepts during their twelve years of schooling
and recommended modifications to enhance the development of
an entrepreneurial culture in the region. Following its release,
al four Atlantic provinces undertook initiatives designed to
introduce entrepreneurship education at various grade levels.

The first of these initiatives focused on the high school system
and led to dramatic increases in the number of enterprise or
entrepreneurship courses available to students throughout the
region. Students can now learn more about business through a
variety of ddlivery methods including in-class presentations and
lectures, guest speakers drawn from the business community,
anaysis of locally-based case materias, and the completion of
entrepreneurid projects. This exposure enables the students to
increase persona networks both inside and outside the school
environment, to become more aware of the role of business and
business owners in their communities, and to learn more about
the economy of the region.

In order to measure the short-term impact of these efforts to
incul cate entrepreneuria knowledge and skills, the Université de
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Moncton followed up the origina PEP study in 1995 with a
survey of grade 12 students attitudes toward entrepreneurship
and compared the results with the 1989 study. Overall the 1995
students exhibited similar characteristics to those of the 1989
group. There was, however, evidence that the 1995 students
were provided with more opportunities to develop the qualities
of entrepreneurs and that exposure to the world of business had
increased as did social contacts with entrepreneurs. These
students aso had amore positive perception of business people
and the role of business, particularly small business, in the
community. About one quarter of the students surveyed in 1995
expressed high intentions to own their own business someday.

The report reveded a number of differences between
anglophone and francophone students, males and females, and
between provinces. Additiona analysisincluded a comparison
of the intent to become an entrepreneur with other survey
variables. The best predictors of entrepreneurial intent were
personal competencies, knowledge, and skills, which were
influenced by exposure to the world of business, socia contacts
with entrepreneurs, and socioeconomic factors.

There has also been an impressive growth in the number of
entrepreneurship programs offered at post-secondary institutions
in the region. Twenty-nine of thirty respondents to a survey
conducted by Memorial University’s P.J. Gardiner Institute for
Small Business Studies reported that entrepreneurship courses
played asgnificant rolein their curricula. Over one half of the
programs were introduced during the 1990s, mainly in response
to an increase in student interest and a need perceived by the
ingtitutions for thistype of education. Twelve of the institutions
aso indicated that they offered some type of outreach
entrepreneurship education program to non-traditional learners.
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BACKGROUND AND
INTRODUCTION

As background to this report, it is important to have an
understanding of the Atlantic region economy, in particular its
demographics, economic circumstances and future outl ook.

The Atlantic Economy in Perspective

The four provinces in Atlantic Canada cover 195,000 square
miles of land or 5% of the area of Canada. As of January 1,
1996, 2.4 million people lived in the region or 8.1% of the
Canadian total. Growth in the Atlantic Canadian population has
been much dower than the national average. While the nationa
population grew by 49.7% during the 30-year period between
1961 and 1991, the population of Atlantic Canadaincreased by
only 22.4%. Factors contributing to this include the tendencies
of Atlantic Canadians to migrate to more prosperous parts of
Canada and of immigrants to settle in larger provinces. The
smal population base and resulting small domestic market have
been major impediments to enhancing economic development.

People are more likely to live in rural areas or small townsin
Atlantic Canada (45% of the population) than in Canada as a
whole (25% live in rural areas). Nova Scotia has Atlantic
Canada's largest urban agglomeration, the Halifax metro area,
whose population of about 300,000 is one-third of the
province'stotal. Other large centres (over 100,000 people each)
are St. John's, Newfoundland and Saint John and Moncton,
New Brunswick. Since only a portion of the region's population
is located in large metropolitan areas, concentrations of
population required to sustain a large and diversified set of
economic activities are lacking.
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Atlantic Canada devel oped a dependency on resource industries
early in its history and continues to rely on fishing, mining,
forestry and agriculture, more than other parts of Canada. The
region's dependency on resources has led to the establishment of
many small communitiesin isolated areas. In Atlantic Canada,
856 communities or 96% out of atota of 892 have a population
of less than 10,000. In 1991, 349 communities could be
classified as single industry communities, where one industry
accounts for 25% or more of the total labour force. Almost all
of these communities are reliant on the resource sectors for their
employment. In many of these communities, the resource
sectors, both primary and processing, account for amost all of
the non-government employment. Employment in these
communities has become much more vulnerable, due not only to
resource depletion but also mechanization.

Economic Circumstances

The performance of the economy of Atlantic Canada has been
influenced by a number of key demographic trends, such as slow
population growth, few large urban centres and a significant
number of widdy-dispersed smdl communities. 1n addition, the
dependence on natural resources for employment has led to the
seasond nature of the economy. Atlantic Canadas economy is
much more sengitive to seasonal swings in employment than the
rest of the country.

The Gross Domestic Product (GDP) of the region was $47.1
billion in 1995 or 6.0% of the Canadian total. The goods-
producing industries accounted for 27.5% of the region's
economic output in 1995, while the service-producing industries
accounted for the remaining 72.5%.



Natural resources in Atlantic Canada continue to provide the
foundation for the region's economy. These industries and their
associated processing activities accounted for 44% of output in
the goods-producing industries in Atlantic Canada during 1995.
Resource-based industries accounted for 12% of Atlantic
Canadastotal real Gross Domestic Product in 1995 and 13% of
the region's total employment. In addition, these industries
indirectly generate significant economic spin-offsin the rest of
the economy through the intermediate purchase of goods and
Services.

Exports have largely underpinned economic growth. The value
of exports was equal to 22% of the region's GDP in 1995.
Major commodity exports include wood pulp, newsprint, coated
paper, lumber, fish products, potatoes, gasoline and fuel ail, iron
ore, lead, zinc, potash and tires. Exports to the United States
represent over two-thirds of total foreign exports. Other major
markets include Western Europe and Japan.

The region's exports are dominated by natural resource
products. Tota foreign exports from Atlantic Canada amounted
to $10.5 billion in 1995, of which $6.9 hillion or 66% were
natural resource products. The resource industries are expected
to continue to stimulate economic activity in the region. New
mineral discoveries, offshore energy development, aquaculture
and ocean industries al represent continued utilization of the
region’'s natural resources.

Over the last 20 years, economic growth in the Atlantic
provinces lagged that of the nation, with real GDP increasing at
an annual average rate of 2.1%, compared with 2.7% for
Canada as a whole. During the late 1980s and early 1990s,
Atlantic Canada has been dowly adjusting to globally
competitive market conditions and rapid technological change,
while at the same time, experiencing downsizing in the public
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sector and restructuring in the resource industries. The recovery
from the 1990-91 recession was led by strong export markets,
however, consumer markets have been soft and job growth
weak.

The Atlantic economy has begun to transform itself, with
emerging growth areas being found, not only in knowledge-
based industries, but in the traditiona industries as well. In
Newfoundland, a number of high-growth industries, such as
information technologies, aguaculture and adventure tourism are
becoming increasingly important in the diversification of the
economy. In Prince Edward Idand, potential growth
opportunities have been identified in food processing
and research, tourism and the service-sector. Health care
services, computer-software manufacturers, marine-related
instrumentation and biotechnology are afew of the key growth
industries in Nova Scotia that are being developed from the
knowledge base that resides in the province. New Brunswick
continues to diversify its economy, with the establishment of
several cal centres by magor nationa and international
companies.

Degpite the recent growth among the various traditional sectors
and diversification of the economy into new areas, there are
major challenges that need to be addressed to reduce regional
disparity. Some improvement has taken place; however,
Atlantic Canadas earned income per capitais only at 75% of the
nationd level and the region's unemployment rate is still almost
four percentage points higher than the national rate (13.4%
compared to 9.5%). Labour market participation rates are
below the national level (58% versus 65% nationally) and the
self-employment rate is two percentage points below the
national average (13.4% compared to 15.5%). Low
productivity levels remain a problem with improvements being
hindered by the slower rate of advanced technology adoption,

4



low levels of research and development and a less educated
workforce.

Current Situation

The economy of Atlantic Canada experienced weak economic
conditions over the first haf of this year. Average monthly
employment during the first six months of 1996 was basically
unchanged from year ago levels. Employment was up 1.3% for
Canada as a whole for the same period. Modest employment
growth in the three Maritime provinces was offset by job losses
in Newfoundland. Employment fell by 11,000 in Newfoundland
during the first half of the year, with losses concentrated in the
service industries.

Reflecting the weak job market was the 1.5% gain in labour
income in Atlantic Canada during the first quarter of the year.
The unemployment rate averaged 14.6% during the first six
months of the year, down dlightly from the comparable 1995
level of 14.9%. The average participation rate fell dightly from
57.4% to 56.9% during this period.

With the sdowdown in sales of forestry products, industria
goods and machinery and equipment, export growth has been
modest so far thisyear. During the first four months of 1996,
the value of foreign exports in Atlantic Canada increased by
5.3%. Public and private investment is expected to decrease by
2.3% in Atlantic Canada during 1996, mainly due to the winding
down of the Hibernia project. Overdl, according to the
Conference Board of Canada, the Atlantic economy is expected
to increase by only 0.7% for 1996, the same rate of growth as
1995. Economic growth of 1.8% is estimated for Canada as a
whole.
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Medium-Term QOutlook, 1996-2000

Over the medium term, the economies of both Canada and the
United States are forecast to experience moderate growth.
Over the 1996-2000 period, economic growth in Atlantic
Canada is forecast to average 2.1%, dightly lower than the
2.6% rate of increase predicted for Canada as a whole.
Employment in the region is forecast to increase at an average
rate of only 1.3%, compared with a national rate of 2.2%.

Since Atlantic Canada's resource industries represent 44% of the
region's goods-producing output and its public sector represents
40% of the region's service output, the performance of these
two sectors determines the overall pace of economic expansion.
Severa mgjor projectsin the resource sector are expected to be
undertaken over this period; however, this activity will be
partially offset by government restraint.

In addition, Atlantic Canada is expected to register very weak
population growth over the next five years, averaging just 0.2%
compared with 1.1% for Canadaasawhole. Slower population
growth coming from continued net out-migration will dampen
economic activity and depress job growth.

The 1996 Report

This background discussion serves as a backdrop for the 1996
State of Small Business and Entrepreneurship in Atlantic
Canada. Previous editions have documented the contribution
of small firms and entrepreneurship to economic devel opment
and growth and have profiled research in the region related to
such themes as fema e entrepreneurship, smal business financing
and entrepreneurship education. The current edition extends the
analyses of growing small businesses (chapter 1) and the
anatomy of job creation (chapter 2), summarizes recent
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contributions to the empirical knowledge base in the areas of
home-based business (chapter 3), entrepreneurship among
francophones (chapter 4) and entrepreneurship and youth
(chapter 5), and updates the research effort in the area of
entrepreneurship education (chapter 6).

Chapters 1 and 2 are based largely on Statistics Canada data and
provide the specifics of firm dynamics and employment
dynamics for the period from 1990-1993 with comparisons to
previous periods where appropriate.

The theme chapters are based on current studies and are
intended to get behind the broad-based statistical data in an
effort to understand components of the economy that underlie
the entrepreneurial activity that so clearly contributes to the
economic strength of the Atlantic Region. The better these
components are understood, the better governments and other
private sector and quasi-government partners can design and
implement programs that have a positive impact on employment,
income and the general economic and social well-being of the
region.
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CHAPTER 1
GROWING SMALL
BUSINESSES

The 1994 State of Small Business and Entrepreneurship in
Atlantic Canada identified entrepreneurship as the main engine
of growth in the Atlantic region and presented statistical datato
support that claim. Economic statistics for the period 1990-
1993 continued to demonstrate the importance of small firmsto
the region, and, in fact, to the nation. There were, however,
some indications that the rate of increase in the number of firms
generated in previous time periods might be dowing. Analysis
of the dynamics of small business entries and exits reveals that
the region experienced a decline in the rate at which businesses
were being started and arelatively high rate at which businesses
were exiting the economy. The number of new firms entering
the region’s economy on an annual basis has decreased each
year since 1990; however, in 1993, this was still in excess of
17,000 business entries.

This chapter contains afour-year analysis of data derived from
Statistics Canada?, focusing on business entries and exits. In
reviewing this material, however, it must be kept in mind that
both the region and the nation were in the throes of arecession
for much of the 1990-93 period, and that the statistics will
reflect that fact. Since that period, there has been a gradual
improvement in the economy, and one would expect a

1Datain this chapter, unless otherwise stated were sourced from Employment Dynamics, Business Size and
Life Status, Small Business and Special Surveys Division, Statistics Canada and from a special run of
Employment Dynamics. There was a structural change in the Statistics Canada database in 1989 and,
currently, data prior to 1989 are no longer comparable with data after 1989. The structural change consists
of achange from the 1970 SIC system to the 1980 SIC system as well as a change from Business Register
Divison's BRID system of business identification to the current CFDB system (Central Frame Data Base).
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corresponding improvement in the growth of new firms. In fact,
the Atlantic provinces outperformed the remainder of the
country in firm creation from 1990 to 1993, good news in a
region which depends heavily on entrepreneurship as a vehicle
for growth.

Distribution of Firms by Industry Sector

Despite the recession experienced throughout most of the early
1990s, the number of firms operating in Canada remained
reatively stable between 1989 and 1993. The economy started
the period with 926,653 firms and ended with 926,935. As
Table 1.1 indicates, however, there were variations among the
industry sectors. The most significant increase in the number

Table 1.1
Distribution of Firms by Industry Sector, Canada
1989-1993
Industry # of Share # of Share Net change
sector firms of firms of in # of
1989 total 1993 total firms
% %
Goods-producing 245,711 26.5 237,219 25.6 -8,492
Trade 196,200 212 197,671 21.3 +1,471
Market Services 364,343 39.3 390,023 421 +25,680
Funded Sector 68,322 74 77,925 8.4 +9,603
Unclassified 52,077 5.6 24,097 2.6 -27,980
All INDUSTRIES 926,653 100.0 926,935 100.0 +282

Source: Employment Dynamics
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of businesses, 25,680, occurred in market services?, the funded
sector® contributed a net increase of 9,603 firms. Almost 8,500
firmswere lost in the goods-producing sector between 1989 and
1993. Unfortunatdly, it is difficult to interpret these numbersin
light of a huge shift of firms out of the “unclassified” category,
which resulted from the changes to the Statistics Canada
database.

In Atlantic Canada, and in each of the four provinces, there
were net gainsin the total number of firms during the four-year
period. Tables 1.2 and 1.3 show that these increases occurred

Table 1.2
Distribution of Firms by Industry Sector
Atlantic Canada

1989-1993
Industry # of Share # of Share Net change
sector firms of firms of in # of
1989 total 1993 total firms
% %
Goods-producing 23,577 27.3 25,429 28.6 +1,852
Trade 18,132 21.0 18,910 21.2 + 778
Market Services 33,721 39.1 36,494 41.0 +2,773
Funded Sector 5,847 6.8 6,485 7.3 + 638
Unclassified 5,031 5.8 1,718 19 - 3,313
All INDUSTRIES 86,308 100.0 89,036 100.0 +2,728

Source: Employment Dynamics

2 The market services sector consists of Transportation, Communications and Utilities, Finance, Insurance
and Real Estate, and Personal and Business Services.

8 The funded sector consists of Community Services (education, health and welfare) and Public
Administration.
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Table 1.3
Net Change in Number of Firms
by Province and by Industry Sector

1989-1993
Industry sector NF NS NB PEI Total
Goods-producing 860 328 529 135 1,852
Trade 372 243 109 54 778
Market Services 1,142 1,116 505 10 2,773
Funded Sector 593 - 365 287 123 638
Unclassified -1,110 -1,022 -1,012 - 169 -3,313
All Industries 1,857 300 418 153 2,728
SIC Industries 2,967 1,322 1,430 322 6,041
% of 1989 15.3 44 5.6 48 74

SIC Firms

Source: Employment Dynamics

in every major sector except for the funded sector in Nova
Scotia. The total number of firms in the region increased by
2,728 over the period compared to an increase of only 282 for
Canada as awhole (including Atlantic Canada). Thisillustrates
that, while Atlantic Canada was certainly not immune to the
recesson, the region did create firms at a rate disproportionate
to its size. The market services sector, the largest of the major
sectors, led theway. It isworth noting that this sector tends to
be comprised of arelatively large number of small firms.

A surprising fact in view of the well-publicized problemsin the
region’s fishery was that Atlantic Canada’s goods-producing
sector grew by 1,852 firms. In fact, during the course of this
anayssit was found that smilar anomaies of increasing number
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of firms, often coupled with decreasing employment levels,
existed in other sectors of the economy and within firm size
categories. Some of these will be commented on later.

Entries and Exits

It is generally agreed that small businesses have high mortality
rates during their first years of existence. Asaresult of this, a
growing economy needs a constant supply of new firms which
can generate employment and wealth, and which hopefully can
“beat the odds’ of survival. These new businesses must also
replace employment losses in firms which decline over a period.
It becomes important then to assess the region’s performance
with regard to business entries and exits as an indicator of the
dynamics of new firm creation.

In the context of this discussion, “entries’ are defined as
businesses that enter the region’s economy during a particular
period. Entry rates are calculated by dividing the number of
entries by the number of firms which existed at the beginning of
the period in question. “Exits’ are firms that have left the
economy in aparticular period; exit rates compare exits with the
number of firmsin existence at the beginning of the particular
period. It must be kept in mind that exits are not necessarily
falures. Infact, firms of al ages are discontinued for a number
of reasons, including mergers, acquisitions, and voluntary
closures. In some cases a change in legal status, name change,
or change in ownership may also appear as an exit in Statistics
Canada reports. Firms may also simply become inactive for a
period of time and reappear later as a contributor to the
economy.
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Table 1.4

Average Entry and Exit Rates for Businesses

Canada, Atlantic Canada and Provinces

1990-1993

Province Entry rate Exit rate | Netgainin Average

(%) (%) # of life
businesses | expectancy

(%) (years)
NF 25.8 238 20 4.2
PEI 19.8 184 14 54
NS 18.6 18.0 0.6 5.6
NB 17.6 17.2 04 5.8
ATL CAN 20.2 19.2 10 5.2
CAN 155 155 - 6.5

Source: Specia run of Employment Dynamics

Table 1.4 provides a summary of entry and exit rates for each
province, for the region, and nationally for the 1990-1993
period. The table indicates that, despite the relatively low
economic growth experienced throughout the region during
that period, the average annual entry rate for new businesses
remained relatively high at 20.2%. This compares very
favourably with the national entry rate of 15.5%.

Table 1.5, which presents annual entry rates for each province,
for the region, and nationdly, indicates a Slow-down in the
region’s start-up rate from 21.9% to 19.1% over the four-year
period. This parallels the national experience, which saw a
decline in entry rates from 17.2% to 14.7% over the same
period.
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Table 1.5 also demondtrates that the four-year decline in start-up
rates was experienced by al provinces. Newfoundland and
Labrador continued to lead the region in business start-up
performance with an average annual growth rate of 25.8%, but
its decline was aso the most precipitous, from 28.8% to 24.3%,
perhaps because of the impact of the closure of the northern cod
fishery on rura aress of the province. The other three provinces
lagged somewhat. Nova Scotia's rate of decline was lowest,
from 19.2% to 18.0%. Although New Brunswick experienced
the lowest start-up rate, an average of 17.6%, this was still
commendable when compared with the 15.5% experienced
nationally.

Table 1.5
Trends in Business Entry Rates?
Canada, Atlantic Canada and Provinces

1990-1993
(%)
Region 1990 1991 1992 1993 Average
NF 28.8 25.8 24.3 24.3 25.8
PEI 21.2 21.7 18.3 17.8 19.8
NS 19.2 19.2 18.2 18.0 18.6
NB 19.5 18.0 16.6 16.5 17.6
ATL CAN 21.9 20.7 19.3 19.1 20.2
CAN 17.2 15.5 14.7 14.7 15.5

Source: Specia run of Employment Dynamics

As might be expected in light of the economic climate, the
region experienced high business exit rates between 1990 and
1993. Table 1.4 indicates that the Atlantic average annual exit
rate of 19.2% was much higher than the national average of

4 Annud start-up rates expressed as a percentage of the total firmsin existence during the year.
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15.5%. However, the region generated a net increase in firms
of 1.0%, whereas the national entry and exit rates were about
equal. Newfoundland and Labrador had the highest exit rate, at
23.8%, but managed to retain a net gain in businesses of 2.0%,
also theregion’ s highest. Given the low average life expectancy
of firms in that province, however, this net increase was
certainly necessary. The other three Atlantic provinces were
much lessvoldtile, experiencing both lower entry and exit rates.
Despite having the lowest exit rate in the region, New
Brunswick generated the lowest net gain in new firms, at 0.4%.
Again, however, each of the provinces outperformed the nation,
which essentially had no net entries.

Although the data presented here might appear to indicate an
unusualy high turnover in firms, it must be remembered that
smdl firm entries and exits are aways somewhat turbulent, and
that this turbulence was magnified by the recession which the
region experienced during the period under review. Itisto the
region’s credit that such a positive result was attained under
these circumstances.

As with business start-ups, there were wide variations among
the provinces with regard to business exits. Table 1.6 provides
an overview of exit activity by province, together with a
comparison of regiona and national rates. Once again, the
highest rate belonged to Newfoundland and Labrador, which
actually experienced two years of decline prior to the sharp
increase in 1993. The most noteworthy increase was Prince
Edward Idand, which increased from just under 17% in 1990 to
nearly 21% in 1992 before dropping to about 19.5% in 1993.
New Brunswick, despite experiencing a decline from just under
19% in 1990 to just over 16% in 1993, aso had the lowest
retention rate in the region, reflecting its relatively low entry
rate. By comparison, the national rate decreased from just over
16% to just under 15% over the same period.
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Table 1.6
Trends in Business Exit Rates®
Canada, Atlantic Canada and Provinces

1990-1993
(%)
Region 1990 1991 1992 1993 Average
NF 24.6 234 22.4 24.6 238
PEI 16.9 16.7 20.8 19.3 18.4
NS 17.8 18.2 18.2 18.0 18.0
NB 18.8 17.8 16.1 16.2 17.2
ATL CAN 19.7 19.3 18.7 19.1 19.2
CAN 16.2 16.4 14.6 14.9 15.5

Source: Specia run of Employment Dynamics

The net effect of this activity wasthat, athough entry rates have
maintained alevel in the range of 20%, an increase in exit rates
has restricted the net growth in firms. Table 1.7 provides an
analysis of the net growth in businesses by year. Net gainsin
the number of businesses declined steadily from 2.13% in 1990
to a net decrease in 1993. While this was till better than the
nationa performance, it should not be considered acceptable in
aregion which must rely heavily on new businesses to revive its
lagging economy.

More recent but less complete data suggest that the Atlantic
economy is slowly beginning to improve. Between 1993-1995,
the number of businesses increased by 4.1% in Nova Scotia,
6.1% in New Brunswick, 5.3% in Prince Edward Island and
0.9% in Newfoundland. This compares to a national average of
4.3%.

5 Annual business exits expressed as a percentage of total firmsin existence during the year.
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Table 1.7°
The Dynamics of a High Turnover
Atlantic Canada

1984-1993

Year Total # of Entries Exits Net gain %

firms the this year identified

year before this year
1984 69,126 13,895 10,199 3,696 5.35
1985 72,822 14,244 10,126 4,118 5.65
1986 76,940 14,867 10,982 3,885 5.05
1987 80,825 15,796 12,559 3,237 4.00
1988 84,062 16,523 13,974 2,549 3.03
1989 86,611 17,060 13,433 3,627 4.19
1990 88,197 19,280 17,397 1,883 213
1991 89,490 18,532 17,239 1,293 1.44
1992 90,053 17,369 16,806 563 0.63
1993 90,616 17,203 17,255 -22 -0.02

Source: Specia run of Employment Dynamics

In order to identify areas of strength and weakness within the
region it is useful to examine entries, exits and net retentions
within various industry sectors. Thisinformation is presented in
Table 1.8.

6 Note: Statistics Canada has modified the manner in which the data presented in Table 1.7 is compiled.
Readers are cautioned that direct comparisons between pre-1990 and post-1989 data may not be possible.
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Table 1.8
Entries and Exits by Industry’
Atlantic Canada

1990-1993
Industry Total To_tal Entry Exit Ngt
sector entries exits rate rate gain
# %

Primary 10,297 12,710 21.1 26.1 -5.0
Mining 191 211 18.1 20.0 -1.9
Manuf. 3,096 3,012 16.9 16.3 0.6
Const. 8,081 7,193 17.0 15.2 18
Wholesale 3,044 2,707 15.3 13.6 1.7
Retail 9,353 8,912 16.8 16.0 0.8
T,C&U 3,298 2,930 19.1 17.0 2.1
FIRE 2,319 2,155 15.1 14.0 11
P & B Services

Business 3,823 2,963 20.8 16.1 4.7
Accom./food 4,566 4,006 21.0 185 25
Misc. 19,418 18,345 26.9 254 15
Community 4,541 3,157 18.2 12.6 5.6
Services

Public Admin 357 366 13.6 13.9 -0.3
TOTAL 72,384 68,667 20.2 19.2 1.0

Source: Employment Dynamics
Note: Abbreviations- Trangportation, Communications and Utilities (T, C & U), Finance, Insurance and

Red Estate (FIRE) and Persona and Business Services (P & B Services). Community Services
includes Education and Health and Welfare.

l Entry and exit rates are based on the number of firmsin existence at the end of 1989.
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It can bereadily seen that traditionally strong industrial sectors
in the region, such as the primary sector, have experienced net
decreases in the number of firms. Firms entering the sector did
so a arddively high annual rate of 21.1%. On the other hand,
exits from this sector took place at an even higher rate, 26.1%,
resulting in a net decrease of 5.0%. Although not as dramatic,
the performance of another traditional area of strength, mining,
resulted in annud rates of 18.1% for entries and 20.0% for exits,
an overall decrease of 1.9%. With a net increase of 1.8%, the
construction sector remained flat despite the impact of
megaprojects, such as construction of the Hibernia project,
which may have been offset by an overall decrease in other
types of construction.

Reflecting trends in the remainder of the country, the areas of
greatest strength in the region were the service sectors.
Community services, at 5.6%, provided the greatest area of
growth, followed closely by business services. These sectors
were also relatively stable, particularly the community services
sector with only a 12.6% exit rate. Accommodations and food
aso turned in a relatively strong performance, further
demonstrating the importance of the tourism industry to the
region.

Business Dynamics

The previous section of this chapter examined the pattern of
business entries and exits, revealing that large numbers of new
firms are needed each year to provide the economy with
momentum, as well as to replace firms which leave the economy
for one reason or another. This section will investigate the
growth patterns of firmsin existence at the end of 1989 as well
as firms established after that time (Table 1.9).
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Table 1.9
The Dynamics of Firms in Atlantic Canada

1990-1993
(000s)
Status® <5 5<20 | 20<50 |50<100 |100<500|] 500+ Total
emp. | emp. emp. emp. emp. emp. frms
Firmsin
existence at
the end of 63.2 134 3.7 16 24 2.0 86.3
1989
FIRMS COMING INTO THE SIZE CATEGORY
New 619 4.7 21 12 16 0.9 72.4
entrants
Inflows 2.8 2.8 0.9 0.5 0.4 0.1 7.5
Total 64.7 7.5 3.0 17 2.0 10 79.9
FIRMS LEAVING THE SIZE CATEGORY
Exits of
1989 firms 32.1 31 10 0.6 0.8 0.5 38.1
Growers 21 0.6 0.3 0.1 0.1 NA 3.2
Sliders NA 2.7 0.8 0.3 0.3 0.2 4.3
Exits of
post-1989 25.4 2.3 11 0.6 0.8 0.4 30.6
firms
Total 59.6 8.7 3.2 16 2.0 11 76.2
Net change 5.1 -1.2 -0.2 0.1 - -0.1 3.7
Firmsin
existence
o the end 68.3 12.2 35 17 24 19 90.0
of 1993
% of all
firms 75.9 135 3.9 19 2.7 2.1 | 100.0
Source: Specia run of Employment Dynamics
8 Firms are categorized by employment size.
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The andysis looks at the growth in number of firms by
employment size category. A small firm is defined as one with
fewer than 100 employees, amedium-szed firm is one with 100-
499 employees, and a large firm is one with 500 or more
employees.

Asonereviews Table 1.9, severa patterns emerge. First, only
ardatively smal number of firms grew into alarger employment
Size category over the period. Second, most firms remained
stable, or, at best, experienced modest increases or decreasesin
terms of growth. Third, there were firms which experienced
steady decline, sometimes to a point where it became impossible
to continue.

In order to understand the implications of these patterns, an
examination of the movement of firms between employment size
categories is useful. Before doing that, however, some
clarification of the terminology is necessary. “Entrants’ are
defined as the business start-ups that entered the size category
during the four-year period under review. “Exits’ are firms
leaving the economy during that period. “Growers’ are firms
which existed in a particular size category at the end of 1989
and which grew sufficiently to move from that employment size
category to alarger one. “Sliders,” on the other hand, are firms
which decreased in size over that period to a point where they
moved to asmaler Sze category. It follows, therefore, that the
smallest size category experienced no diders, as there was no
where for them to go except out of the economy. Similarly,
there were no growers from the largest size category. “Inflows”
are the net numbers of growers and diders that moved into a
category.

Not surprisingly, the most volatile size category was the
smallest; those firms with fewer than five employees. This
category experienced by far the highest number of entrants and
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exits, the highest percent increase in number of firms (5.1%) and
was responsible for the total increase in number of firmsin the
region. The number of medium-sized businesses remained the
same at 2,400 and the number of large firms decreased to 1,900.
What was surprising, however, was that relatively few of these
new firms grew to a point where they entered a larger size
category, thereby suggesting that most surviving small firms
remained relatively smdl. There may be anumber of reasons for
this. Many smd| busnessesremain small by choice. In addition,
smdler busnessestend, as a group, to have restricted access to
the human and financid resources necessary for growth. Finally,
the recesson experienced throughout the region in the early 90s
temporarily dampened the growth aspirations of many small
firms, a dituation that is likely to change as the economy
improves.

A further review of Table 1.9 indicates that diders—firms that
are becoming smale—outnumbered growersin al of the other
Size categories. Given the relatively poor economic conditions
the region experienced during the period, this pattern is
understandable. Table 1.9 also reinforces the view of the
importance of new business entrants into the economy; as one
would expect, the smallest size category generated the most
impressive growth in new firms. Despite the surprisingly large
numbers of new firms entering the economy in other size
categories, relaively high exit rates left an overall net decrease
in the number of firms in these size categories. This
phenomenon should be examined more closely. It would be
expected that larger firms should have access to the resources
that would provide greater protection against recessionary
periods. The reasonswhy this did not occur merit investigation.

In conclusion, during 1990-1993, Atlantic Canada once again
led the nation in new business entries and in the retention of new
firms By 1993, over three quarters of regional firms had fewer
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than five employees, 89.4% had fewer than 20 employees, and
95.2% had fewer than 100 employees. Despite the recession
which the region experienced for much of that period, Atlantic
Canadians retained sufficient confidence in their region to
commit their efforts and, just as importantly, their resources, to
building a future in the area. Small businesses were at the
forefront of this performance both in new firm creation, and as
the next chapter will point out in more detail, in the creation of
new employment.
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CHAPTER 2
ANATOMY OF JOB CREATION

The early 1990s was a period of significant downturn in the
Canadian economy, especidly during the 1990-1993 period, and
the overal impact on employment was considerable. National
unemployment rates increased from 8.1% to 11.2% (Table 2.1);
bankruptcies increased®; both private and public sector
employment declined. (See Table 2.2 for employment trends in
the public sector.) However, the employment situation
improved considerably in 1994 and 1995 and unemployment
levels dropped to 9.5%. While Canada and the Atlantic region
at least maintained their stock of businesses through the
recession, the employment picture looked somewhat different.

Table 2.1
Unemployment Rates, Canada, Atlantic Canada
1989-1995
Region Year
1989 1990 1991 1992 | 1993 1994 1995
CAN 75 8.1 10.3 11.3 11.2 10.4 9.5
NF 15.8 17.1 18.4 20.2 20.2 20.4 18.3
PEI 14.1 14.9 16.8 17.7 17.7 17.1 14.7
NS 9.9 10.5 12.0 13.1 14.6 13.3 12.1
NB 125 12.1 127 12.8 12.6 124 115

Source:  Higtorica Labour Force Statistics, 1966-1993, Statistics Canada, Cat. No. 71-201 and
update

9 Small Business Annual Report, 1995, Canadian Bankers Association, Toronto
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Table 2.2
Changes in Public Sector Employment
Atlantic Canada

1989-1993

Region Year Net change in emp.
1990 1991 1992 1993 Actual % chg.

1990-93 1990-93

NF 44,505 44,500 45,829 43,640 -865 -1.9
PEI 15,102 14,889 14,222 14,187 -915 -6.1
NS 106,689 | 106,101 | 103,520 | 101,743 -4,946 -4.6
NB 75,211 76,329 76,708 77,082 1,871 2.5
ATL CAN 241,507 | 241,819 | 239,739 | 236,652 -4,855 -10.2

Source:  Public Sector Employment and Remuneration, 1990-1993, Statistics Canada, Cat. No.
72-209

This chapter is devoted to a discussion of the following
dimensions of job creation and employment: job creation and job
loss, employment distribution by firm size; employment
distribution by industry sector; and self-employment.*°

Job Creation and Job Loss

There was significant new firm creation over the 1990-1993
period as indicated in Chapter 1. This was especialy true in
Atlantic Canada where employment created by new firms went
a long way in offsetting employment lost by firms exiting the
economy and by firmsthat downsized. Just asin the 1979-1989

10 Datain this chapter, unless otherwise stated were sourced from Employment Dynamics, Business Size
and Life Status, Small Business and Specia Surveys Division, Statistics Canada. There was a structural
change in the Statitics Canada database in 1989 and, currently, data prior to 1989 are no longer comparable
with data after 1989. The structural change consists of a change from the 1970 SIC system to the 1980 SIC
sysem aswell asachange from Business Register Division's BRID system of business identification to the
current CFDB system (Central Frame Data Base).

26 CHAPTER 2



period, small firms created more jobs and lost less in relative
terms than firms in the medium and large Size categories.

Table 2.3 presents an overview of the employment gains and
losses caused by the movement of firms into and out of the
economy, aswell as between employment size categories. The
overall effect of the general trend toward downsizing and the
exiting of firmsthat existed at the beginning of 1990 resulted in
a net decrease of 46,500 jobs. About 44% of the firms that
existed at the beginning of the period exited the economy,
taking 113,900 jobs with them. An additional 77,200 jobs
disappeared as firms grew smadler. This was partidly
compensated for by the small growth in employment recorded
by firmsthat held their own (3,800 jobs) and, to a larger extent,
by firms that managed to grow and create 41,700 new jobs over
the period (4% of 1989 firms). This latter group accounted for
24% of total gross new jobs created during the period, and 90%
of gross new jobs created by existing firms.

The strongest contributors to gross new jobs are new firm
entries. Over the four-year period, some 72,384 new firms
created 121,900 gross new jobs, nearly three quarters of the
total of 167,400. Many of these firms (30,611) subsequently
exited the economy with aresulting loss of some 22,800 jobs.
The net increase of 99,000 jobs created by surviving new firms
was, however, one of the few bright spots in an economy which
saw an overall employment decrease of about 46,500.

Despite the volatility of entries and exits of firms with fewer
than five employees, Table 2.4 indicates that this category
actually produced the only red increase in employment in the
region. Employment created by new entrants (post 1989) with
fewer than five employees (52,100 jobs) more than compensated
for jobs lost from the high rate of exit and other employment
losses due to downsizing within the category. By the end of
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1993 there was a net employment gain of 22,600 in the smallest
firms. Thisisasharp contrast with firms employing more than
500, which experienced a significant net employment decrease
of 37,400. By theend of 1993, small firms had maintained their
level of employment while medium and large firms (100+
employees) had a net loss of 51,700 jobs.

Table 2.3
Employment Gains and Losses
Atlantic Canada

1990-1993
Status Number of As a % of Net chg.
firms 1989 firms in emp.
1990-93
% (000s)
Total firms 86,314 100 -145.6
end of 1989
Job creators:
Unchanged 40,767 47 3.8
Growers 3,200 4 41.7
Post-1989 entrants 72,384 84 121.9
Total jobs gained 167.4
Job losers:
Exits of 1989 firms 38,056 44 -113.9
Sliders 4,291 5 -77.2
Exits of post-1989 30,611 35 -228
entrants
Total jobslost -213.9
Net change -46.5

Source: Specia run of Employment Dynamics

1 The starting point for data in this section is the firms in existence at the end of 1989. Subsequent

measures of employment gains and losses caused by the movement of firms into and out of the economy
as well as between size categories are for the period 1990-1993.
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Table 2.4 aso illustrates that many more jobs were lost by
diders than were created by growers, and job losses from exits,
especialy among larger firms, exceeded job gains from entrants.
As a group, firms that existed at the end of 1989 experienced
decreases in employment across the board. Only the jobs
created from new firms provided some relief.

Table 2.4
Employment Gains and Losses by Firm Size
Atlantic Canada

1990-1993

Status <5 | 5-19 | 20-49 | 50-99 | 100-499 | 500+ | Total
Jobs (000s)

Employment 78.3 | 120.0 82.3 545 116.9 419.7 871.7
infirms
existing at end
of 1989
Exits of 1989 -25.7 -22.4 -8.7 -8.6 -17.9 -30.6 | -113.9
firms
Unchanged -5.3 0.9 1.4 -0.6 -2.2 9.6 3.8
Growers 12.6 11.2 7.8 3.7 6.4 NA 417
Sliders NA -17.3 -11.9 -6.1 -9.9 -32.0 -77.2
Net change for -18.4 -27.6 -11.4 -11.6 -23.6 -53.0 | -145.6
1989 firms
Post 1989 521 22.1 12.0 8.0 11.5 16.2 121.9
entrants
Exits of post- -11.1 -4.3 -25 -21 -22 -0.6 -22.8
1989 entrants
Employment 100.9 | 110.2 80.4 48.8 102.6 382.3 825.2
infirms
existing at the
end of 1993
Net change 22.6 -9.8 -19 -5.7 -14.3 -37.4 -46.5

Source: Specia run of Employment Dynamics
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There were a small number of outstanding performers which
contributed greatly to the growth in job creation by existing
firms. At the sametime, declinesin employment in ardatively
smdl number of existing firms accounted for a
disproportionately large share of job losses. Table 2.5
illustrates these points quite well. A tota of 142 firms,
only 0.16% of those in existence at the end of 1989,
grew rapidly enough during the period to jump two size

Table 2.5
Big Achievers and Job Losers

Net employment gainsby Atlantic Canadian firms that grew or declined during 1990-1993
into asze category two or more higher or lower than their 1989 category. Only firmsin
existence at the end of 1989 were included in this data.

Size of firms in Number As a % of Net change As a % of
1989 of 1989 firms in total gains

(# of employees) firms employment
Achievers:
<5 53 0.06 1,400 3.0
5-19 37 0.04 2,200 4.8
20-49 50 0.06 1,800 39
50-99 2 0.002 0.00 0.00
Total 142 0.16 5,400 11.7
Losers:
20-49 93 0.11 - 2,300 -50
50-99 53 0.06 - 2,200 -4.8
100-499 100 0.12 - 5,500 -11.9
500+ 13 0.01 - 4,400 -95
Total 259 0.30 -14,400 -31.2

Source: Specia run of Employment Dynamics
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categories, creating 5,400 new jobs as they did. This growth
occurred exclusvely in smdl businesses, again underscoring the
potential of these firms to add dramatically to the region’s
economy. These figuresincluded only firmsin existence at the
end of 1989; new entrants after that time which conceivably
could have enhanced this impressive performance were not
included.

At the same time, about 0.3% of firms existing at the end of
1989 were responsible for 31.2% of the net job loss for the
period. Firms having fewer than 100 employees accounted for
9.8% of this total. The remaining 21.4% resulted from the
downsizing activities of medium and larger size firms in the
region.

While the employment picture for the Atlantic region, and
generally for the whole country was somewhat bleak over the
1990-93 period, the trend started to reverse itself as the mid
1990s approached. Table 2.6 shows there was significant job
cregtion by firm size between the fourth quarter of 1994 and the
end of 1995. Firms with fewer than 50 employees led the
recovery in Atlantic Canada, producing 13,500 net jobs in 1995,
representing 78% of the total net jobs created.

Notwithstanding the positive impact of small firms on job
creation during the period under review, some interesting shifts
in the distribution of employment occurred within the various
Size categories.
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Table 2.6
Job Creation by Firm Size
Oct. 1994 - Dec. 1995

(000s)
Firm size CAN ATL CAN NF NS NB PEI
0-49 161.0 13.5 1.7 3.1 54 3.3
50 - 299 38.6 5.0 -14 -4.2 3.7 0.7
300+ 55 1.8 -12 2.0 1.8 2.3
Total 205.1 17.3 -09 1.0 10.9 6.3

Source: Survey of Employment, Payroll and Hours, Statistics Canada

Employment Distribution by Firm Size*

Despite the fact that there was an overall decline in employment
over the four-year period, smal businesses had a very positive
impact on job creation. Thisis reflected in Canada, the Atlantic
region and in each of the Atlantic provinces.

Overall, employment in Canada decreased by 7% (890,000)
over the 1989-93 period. Employment in the small business
sector (<100 employees) declined by 3% (136,800) over that
period, accounting for 15.4% of the total decline in employment
(Table 2.7). Employment in very small firms or micro-businesses
(<5 employees) on the other hand, increased by 344,800; 35%
higher than the 1989 level. This dramatic surge in employment
over the 1989-93 period resulted in an increase in the micro-
business share of total employment in Canada from 8% to
11.5%. The greatest decline in employment occurred in large
firms (500+ employees). Employment in this category

2 Data in this section and the subsequent section on employment distribution by industry sector are for
the 1989-1993 period and measure the change in employment distribution from 1989 to 1993.

32 CHAPTER 2



decreased by 9.2% over the four-year period, or 58% (517,900)
of the total employment lossin the country. The second highest
decline (235,300), 26.4% of the total, was in medium-sized
firms (100-499).

Table 2.7
Employment Patterns by Size of Firm, Canada
1989-1993
Firm size Employment Employment Net change in
(# of distribution distribution employment
employees) 1989 1993 1989-1993
(000s) % (000s) % (000s) %
<5 1,000.3 8.0 1,345.1 11.5 344.9 35
5-19 1,690.9 135 1,533.4 13.2 -157.5 -9
20-49 1,350.0 10.8 1,154.2 9.9 -195.8 -15
50-99 933.5 7.4 805.2 6.9 -128.3 -14
Small firms 4,974.7 39.7 4,837.9 415 -136.8 -3
100-499 1,924.5 15.3 1,689.2 145 -235.3 -12
500 or more 5,635.5 45.0 5,117.6 44.0 -517.9 -9
All firms 12,534.7 100.0 11,644.7 100.0 -890.0 -7

Source: Employment Dynamics

The Atlantic region did reasonably well over the 1989-1993
period compared to Canada as awhole (Table 2.8). Theregion
accounted for only 5% of the total decline in employment over
the period, even though its share of total employment in Canada
was 7%. It was the small business sector that produced
employment in the region, adding 5,200 net jobs to the region's
economy. The micro-business category was the biggest
contributor. This size category increased employment by
22,600, an increase of 29%, and increased its share of the
region’s total employment from 9% to 12.2%. By the end of
1993 gmall firm share of total employment was 41.1% while the
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large firm share had declined to 46.4%. This represents a
continuation of the trend reported in the previous ten-year
period (1979-1989) which indicated that small firm share of
employment had increased from 31.5% to 38.4%. The large firm
share had declined from 53.9% to 48.1% over the same period.
Increases in the share of total employment for the small firm
category were consistent in each of the provinces.

Table 2.8
Employment Patterns by Size of Firm, Atlantic Canada
1989-1993
Firm size Employment Employment Net change in
(# of distribution distribution employment
employees) 1989 1993 1989-1993
(000s) % | (000s) % | (000s) %
<5 78.3 9.0 1009 122 22.6 29
5-19 120.0 138 1102 133 -9.8 -8
20-49 82.3 94 80.4 9.7 -1.9 -2
50-99 54.5 6.2 48.8 59 -5.7 -10
Small firms 335.1 384 3403 411 5.2 2
100-499 116.9 134 1026 124 -14.3 -12
500 or more 419.7 481 3823 464 -37.4 -9
All firms 8717 1000 825.2 100.0 -46.5 -5

Source: Employment Dynamics

There were some significant differences in the employment
patterns among the provinces in Atlantic Canada (Tables 2.9
through 2.12). Newfoundland and Labrador and Nova Scotia
which represented 61.1% of the region’s total population and
63.1% of total employment, accounted for a decrease in
employment of 38,000 or 81.7% of the 46,500 net decrease.
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As was the case with Canada as a whole, medium and large
firms (100+ employees) in Atlantic Canada experienced
sgnificant employment decreases caused by closures and
downsizing. In fact, employment in these firms declined by
51,700, while the net decrease for the region was 46,500,
indicating that small firms (<100 employees), especialy micro-
firms (<5 employees), had to bear the burden of job creation.
Employment in firms with fewer than 100 employees increased
by 2% in Atlantic Canada compared to a decline of 3% in
Canada as awhole. The increases in the micro-firm category
ranged from 25% in Nova Scotia to 35% in Newfoundland and
Labrador. In Newfoundland and Labrador and in Prince
Edward Idand there were also small increases in the 20-49
employee category.

Table 2.9
Employment Patterns by Size of Firm
Newfoundland and Labrador

1989-1993
Firm size Employment Employment Net change in
(# of distribution distribution employment
employees) 1989 1993 1989-1993

(000s) % | (000s) % | (000s) %
<5 17.4 94 235 14.0 6.1 35
5-19 23.9 12.9 22.2 13.2 -1.7 -7
20-49 15.9 8.6 17.0 10.1 11 6
50-99 10.5 5.7 8.5 51 -2.0 -19
Small firms 67.7 36.6 71.2 42.4 35 5
100-499 215 11.6 19.4 11.5 -2.1 -9
500 or more 95.7 51.8 77.4 46.1 -18.3 -19
All firms 184.9 100.0 168.0 100.0 -16.9 -9

Source: Employment Dynamics
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In the Atlantic region 77% of the gains by the micro-firm
category were offset by employment losses in the 5-99 employee
Size category. This phenomenon was even more dramatic in the
country as awhole, where employment lossesin firmsin the 5-
99 employee Sze category actualy exceeded gains in the micro-
business category by 136,800.

In genera it can be said that small businesses in the region
outperformed Canada as a whole and continued to be job
creators even in difficult economic times, indicating a strong
entrepreneurial propensity. Larger firms, on the other hand,
experienced significant employment losses in both the region
and nationaly.

Table 2.10
Employment Patterns by Size of Firm, Nova Scotia
1989-1993
Firm size Employment Employment Net change in
(# of distribution distribution employment
employees) 1989 1993 1989-1993
(000s) % (000s) % (000s) %
<5 29.4 8.0 36.6 10.6 7.2 25
5-19 48.2 13.2 43.4 12.6 -4.8 -10
20-49 34.2 9.3 32.0 9.3 -2.2 -6
50-99 229 6.3 20.9 6.1 -2.0 -9
Small firms 134.7 36.8 132.9 385 -1.8 -1
100-499 53.6 14.6 47.6 13.8 -6.0 -11
500 or 177.8 48.6 164.5 47.7 -13.3 -7
more
All firms 366.1 100.0 345.0 100.0 -21.1 -6

Source: Employment Dynamics
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Table 2.11
Employment Patterns by Size of Firm, New Brunswick

1989-1993
Firm size Employment Employment Net change in
(# of distribution distribution employment
employees) 1989 1993 1989-1993
(000s) % (000s) % | (000s) %
<5 255 9.4 33.2 125 7.7 30
5-19 39.0 14.3 36.1 13.6 -2.9 -7
20-49 270 9.9 26.0 9.8 -1.0 -4
50-99 17.5 6.4 16.3 6.1 -1.2 -7
Small firms 109.0 40.0 111.6 42.0 2.6 2
100-499 34.1 125 28.7 10.8 -5.4 -16
500 or more 129.0 47.4 125.1 47.1 -3.9 =g
All firms 272.1 100.0 265.4 100.0 -6.7 -2
Source: Employment Dynamics
Table 2.12

Prince Edward Island

Employment Patterns by Size of Firm

1989-1993
Firm size Employment Employment Net change in
(# of distribution distribution employment
employees) 1989 1993 1989-1993
(000s) % (000s) % (000s) %
<5 6.0 12.3 7.6 15.9 1.6 27
5-19 89 18.3 85 17.8 -04 -4
20-49 52 10.7 54 113 0.2 4
50-99 3.6 74 31 6.5 -05 -14
Small firms 23.7 48.8 24.6 515 0.9 4
100-499 7.7 15.8 6.9 14.4 -0.8 -10
500 or more 17.2 35.4 16.3 34.1 -0.9 -5
All firms 48.6 100.0 47.8 100.0 -0.8 -2

Source: Employment Dynamics
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Employment Distribution by Industry Sector®?

In both Canada (Table 2.13) and the Atlantic region (Table
2.14), the goods-producing sector accounted for most of the
declinein employment (70.6% and 63.4% respectively). While
the Atlantic region fared somewhat better in this sector,
employment was down in Atlantic Canada in the funded sector
by 5,500 (11.4%) compared to an increase in Canada as awhole
of 122,500 (13.4%). On the other hand, the market services
sector was down significantly in Canada, although it was up
marginaly in Atlantic Canada and was the only sector to show
any employment gains. Employment in the goods-producing
sector dropped by 20% in Canada and 16% in Atlantic Canada
(mostly in manufacturing and construction). Other sectors
remained relatively constant compared to 1989.

Table 2.15 shows the percentage changes in employment
between 1989 and 1993 in the four major industry sectors for
Canada, Atlantic Canada and individually for the four Atlantic
provinces.

13 There was an unexplained difference of 20,000 employees between the total number employed in
1989 as reported in Table 2.7 and the number reported in Table 2.13.
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Table 2.13
Distribution of Employment by Industry Sector, Canada

1989-1993
Industry Employment Employment _ Net change % of
sector distribution distribution in employment total
1989 1993 1989-1993 change
in
(000s) % (000s) % | (000s) % | EMP
Primary 169.6 14 165.5 14 -41 -2 0.4
Mining 190.4 15 144.9 12 -455 -24 5.0
Manuf. 2,185.5 17.4 1,786.1 153 -3994 -18 438
Const. 660.8 53 465.0 40 -1958 -30 215
Goods- 3,206.3 255 2,561.5 220 -64438 -20 70.6
producing
Wholesale 777.0 6.2 639.2 55 -137.8 -18 15.1
Retail 1,544.4 12.3 1,506.8 129 -376 -2 4.1
Trade 2,321.4 18.5 2,146.0 184 -1754 -8 19.2
T,C&U 766.3 6.1 787.4 6.8 211 +3 -23
FIRE 974.4 7.8 847.9 73 -1265 -13 13.9
P& B 2,230.7 17.8 2,167.3 186 -634 -3 6.9
services
Market 3,971.4 31.6 3,802.6 32.7 -168.8 -4 18.5
services
Community 1,858.3 14.8 2,036.4 175 1781 +10 -19.5
services
Public 1,101.1 8.8 1,045.5 90 -556 -5 6.1
admin.
Funded 2,959.4 23.6 3,081.9 26.5 122.5 +4 -13.4
sector
Unclassified 97.5 0.8 51.2 04  -463 -47 5.1
TOTAL 12,556.0 100.0 11,643.2 100.0 -912.8 -7 100.0
Source: Employment Dynamics
Note: Abbreviaions- Transportation, Communications and Utilities (T, C & U), Finance, Insurance and

Real Estate (FIRE) and Personal and Business Services (P & B Services). Community Services
includes Education and Health and Welfare.
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Table 2.14
Distribution of Employment by Industry Sector, Atlantic Canada

1989-1993
Industry Employment Employment _ Net change % of
sector distribution distribution in employment total
1989 1993 1989-1993 change
in
(000s) % | (000s) % | (000s) % | EMP-
Primary 23.2 2.7 225 2.7 -0.7 -3 15
Mining 10.9 13 8.7 11 -2.2 -20 4.6
Manuf. 110.6 12.7 91.9 11.2 -18.7 -17 38.9
Const. 457 5.2 36.8 45 -89 -19 18.5
Goods- 190.4 21.8 159.9 194 -30.5 -16 63.4
producing
Wholesale 41.6 48 36.3 44 -53 -13 11.0
Retail 128.1 14.7 124.1 15.1 -4.0 -3 83
Trade 169.7 19.5 160.4 19.5 -9.3 -5 19.3
T,C&U 49.3 57 51.3 6.2 2.0 +4 -4.2
FIRE 435 5.0 38.3 4.7 -5.2 -12 10.8
P&B 125.0 14.3 128.5 15.6 35 +3 -7.3
services
Market 217.8 25.0 218.1 26.5 0.3 0 -0.6
services
Community 122.9 141 127.1 154 4.2 +3 -8.7
services
Public 165.2 19.0 155.5 18.9 -9.7 -6 20.2
admin.
Funded 288.1 33.1 282.6 343 -55 -2 114
sector
Unclassified 55 0.6 2.4 0.30 -3.1 -56 6.4
TOTAL 8715 100.0 823.4  100.0 -48.1 -6 100.0

Source: Employment Dynamics
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Table 2.15
Percentage Change in Employment
Canada, Atlantic Canada and Provinces

1989-1993
(%)

Sector CAN ATL CAN NF NS NB PEI
Goods- -20 -16 -26 -20 -8 -6
producing

Trade -8 -5 -5 -7 -4 -2
Market -4 0 0 +4 -3 -9
services

Funded sector +4 -2 -7 -2 +3 0

Source: Employment Dynamics

Focusing on the Atlantic region, the decline in employment in
the goods-producing sector was 30,500, followed by 9,300 in
the trade sector. These two sectors accounted for 63.4% and
19.3% of total employment lossesin all sectors. Most notable
of these declines were those that occurred in Newfoundland and
Labrador and Nova Scotia in the goods-producing sector
(Table 2.16 and Table 2.17). A decrease of 25,000 jobsin this
sector in the two provinces combined accounted for 52% of the
total employment decline in the region. Within this sector,
manufacturing was the clear loser. These two provinces aso
accounted for 88% of the total decline in employment in the
manufacturing sector in the region. These numbers are reflected
in the sectoral percentage distribution presented in Table 2.18,
where these provinces had the lowest percentage of employment
in the goods-producing sector.
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Table 2.16
Distribution of Employment by Industry Sector
Newfoundland and Labrador

1989-1993
Industry Employment Employment Net change in % of
sector distribution distribution employment total
1989 1993 1989-1993 change
in
(000s) % | (000s) % | (000s) % | ©MP:
Primary 35 19 31 19 -04 -11 23
Mining 4.0 22 2.8 17 -1.2 -30 6.8
Manuf. 221 12.0 14.3 85 -7.8 -35 44.3
Const. 8.8 4.8 82 4.9 -0.6 -7 34
Goods- 38.4 20.8 28.4 17.0 -10.0 -26 56.8
producing
Wholesale 9.2 5.0 74 44 -1.8 -20 10.2
Retail 26.2 14.2 26.2 15.7 0.0 0 0.0
Trade 35.4 19.1 33.6 20.1 -1.8 -5 10.2
T,C&U 10.7 5.8 115 6.9 0.8 +7 -45
FIRE 7.8 4.2 6.3 3.8 -15 -19 85
P&B 23.6 12.8 24.4 14.6 0.8 +3 -45
services
Market 42.1 22.8 42.2 25.2 0.1 0 -0.6
services
Community 27.6 14.9 255 15.2 -21 -8 11.9
services
Public 40.0 21.6 37.1 222 -2.9 -7 16.5
admin.
Funded 67.6 36.6 62.6 374 -5.0 -7 28.4
sector
Unclassified 1.4 0.8 0.5 0.3 -0.9 -64 5.1
TOTAL 184.9  100.0 167.3  100.0 -17.6 -10 100.0

Source: Employment Dynamics
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Table 2.17
Distribution of Employment by Industry Sector, Nova Scotia

1989-1993
Industry Employment Employment Net change % of
sector distribution distribution in employment total
1989 1993 1989-1993 change
in
(000s) % (000s) % (000s) % emp.
Primary 7.3 20 6.9 20 -04 -5 19
Mining 21 0.6 2.0 0.6 -0.1 -5 0.5
Manuf. 48.0 131 39.3 114 -87 -18 41.4
Const. 19.5 53 13.7 4.0 -5.8 -30 27.6
Goods- 76.9 21.0 61.9 18.0 -15.0 -20 71.4
producing
Wholesale 16.2 44 14.3 41 -19 -12 9.0
Retail 55.6 15.2 52.2 15.1 -34 -6 16.2
Trade 71.8 19.6 66.5 19.3 -5.3 -7 25.2
T,C&U 17.9 49 214 6.2 35 +20 -16.7
FIRE 19.5 53 18.2 53 -13 -7 6.2
P&B 52.3 14.3 53.7 15.6 14 +3 -6.7
services
Market 89.7 245 93.3 27.1 3.6 +4 -17.1
services
Community 56.1 15.3 58.4 16.9 23 +4 -11.0
services
Public 69.1 18.9 63.9 18.5 -5.2 -8 24.8
admin.
Funded 125.2 34.2 122.3 35.5 -29 -2 13.8
sector
Unclassified 2.1 0.6 0.7 0.2 -14 -67 6.7
TOTAL 365.7 100.0 3447  100.0 -21.0 -6 100.0
Source: Employment Dynamics
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Table 2.18™
Percentage Distribution of Employment
by Province and by Sector

1993

(%)
Region Goods- Trade Market Funded

producing sector services sector
sector sector

NF 17.0 20.1 25.2 37.4
PEI 20.7 19.8 25.7 33.6
NS 18.0 19.3 27.1 35.5
NB 22.6 19.3 26.7 31.0
ATL CAN 20.0 20.0 27.2 325

Source: Employment Dynamics

Employment in the market services sector was up dightly in the
region primarily as a result of increases in Nova Scotia. Had
there not been a dgnificant decline in employment in the finance,
insurance and real estate categories, the performance in the
market services sector in Nova Scotia would have been much
stronger.

Clearly, many jobs disappeared as aresult of the closure of fish
plants associated with the groundfish moratorium which came
into effect in July 1992. Table 2.19 shows the number of
individuals who were clients of The Atlantic Groundfish
Strategy (TAGS) in May of 1996 in Newfoundland and
Labrador and Nova Scotia. These represent 90% of the total of
39,671 TAGS clients in the region. While it is difficult to
determine the total impact of the groundfish closure on jobsin
the region, the data indicate that 21,261 individuals in these two
provinces, who were formerly employed as part-time or

14 Percentages do not total 100 since the unclassified category is not included.
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full-time plant workers, were on TAGS program in May of
1996. In addition, 14,328 individuds from the harvesting sector
of thefishery were TAGS program recipients. Some unknown
percentage of these were registered as unemployed, some had
moved to other part-time employment but were still registered
as TAGS clients and till others had |eft the work force totally
with their only income coming from the TAGS program. In any
event, the impact on employment in Newfoundland and
Labrador and Nova Scotia has been substantial and, had the
groundfish fishery not closed in 1992, the overall performance
with respect to employment in Atlantic Canada would have been
much better, especially in the goods-producing sector.

Table 2.19
Impact of Groundfish Closure on
Plant Workers and Harvesters, NF and NS

NF NS
Eligible for Total % Total %
TAGS
Plant workers 16,662 60 4,599 58.9
Harvesters 11,108 40 3,220 41.1
TOTAL 27,770 100 7,819 100.0
78% 22%

Source:  TheAtlantic Groundfish Strategy, An Overview of Program Participants and Profiles
on a Regional Basis, 1996-1999, Newfoundland and Labrador Cabinet Secretariat
May 1996, and correspondence with HRD Canada, May 1996

The negative multiplier effect of lost production jobs aso
affected the trade sector in these two provinces. For example,
of thetotal decline in employment (9,300) in the trade sector in
the Atlantic region, 76% (7,100) occurred in Newfoundland and
Labrador and Nova Scotia. The funded sector also suffered in
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Newfoundland and Labrador and in Nova Scotia, experiencing
adecline in employment of 7,900.

The total employment decline in New Brunswick (Table 2.20)
was 7,600 or 16.4% of theregional total. Aswas the case with
Newfoundland and Labrador and with Nova Scotia, the impact
of the decline in the goods-producing sector in New Brunswick
was also substantial with 64.5% of the total decline in
employment occurring in this sector. The profile within the
goods-producing sector in New Brunswick was somewhat
different from that of Newfoundland and Labrador, and
Nova Scotiain that manufacturing did not suffer as much. The
construction industry represented the greatest employment
decrease in the goods-producing sector in New Brunswick with
adecline of approximately 2,200. Another difference between
New Brunswick and the other provinces in the region was the
net gain in employment in the funded sector. While the rest of
the region experienced a decline of 7,900, New Brunswick
increased by 2,400.
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Distribution of Employment by Industry Sector, New Brunswick

Table 2.20

1989-1993
Industry Employment Employment Net change % of
sector distribution distribution in employment total
1989 1993 1989-1993 change
in
(000s) % | (000s) % | (000s) % emp.
Primary 9.8 3.6 9.9 3.7 0.1 +1 -13
Mining 4.8 18 39 15 -0.9 -19 11.8
Manuf. 35.8 131 33.9 12.8 -1.9 -5 25.0
Const. 14.6 53 12.4 4.7 -2.2 -15 28.9
Goods- 65.0 23.8 60.1 22.6 -4.9 -8 64.5
producing
Wholesale 13.9 51 125 4.7 -14 -10 184
Retail 39.3 14.4 38.7 14.6 -0.6 -2 7.9
Trade 53.2 19.5 51.2 19.3 -2.0 -4 26.3
T,C&U 18.3 6.7 171 6.4 -1.2 -7 15.8
FIRE 14.2 52 11.8 44 -24 -17 31.6
P&B 40.6 14.9 41.9 15.8 13 +3 -17.1
services
Market 73.1 26.8 70.8 26.7 -2.3 -3 30.3
services
Community 31.6 11.6 35.6 134 4.0 +13 -52.6
services
Public 48.3 17.7 46.7 17.6 -16 -3 211
admin.
Funded 79.9 29.3 82.3 31.0 2.4 +3 -31.6
sector
Unclassified 1.9 0.7 11 0.4 -0.8 -42 10.5
TOTAL 2731 100.0 2655 100.0 -7.6 -3 100.0
Source: Employment Dynamics
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The changesin employment digtribution in Prince Edward Island
(Table 2.21) differed from the other provinces in that most of
the decline occurred in transportation, communications and
utilities, a sub-sector of market services. Lossesin this sector
represented 57.9% of the total decline in employment in the
province. Similar to the rest of the region, losses in the goods-
producing sector were not inconsequential (31.6% of the total).
However, Prince Edward Island did fare much better in this
sector than any other province in the region and Canada as a
whole. The overall picture for Prince Edward Island was that
the province emerged from the 1989-93 period in arelatively
stable employment position.

Self-Employment

Sef-employment in Canada plays a significant role in the
economy. An Industry Canada report™ indicates that over
1,900,000 persons reported some earnings from self-
employment in 1993 representing 15.4% of the total work force
(up from 13.5% in 1983). The most significant increases over
the 1983-1993 period occurred in the finance, insurance and real
estate (FIRE) sector, the services sector and the construction
sector (Chart 2.1).

Table 2.22 shows the number of self-employed in Canada,
Atlantic Canada and the four Atlantic Provinces between 1989
and 1995. Over the period, there was an increase in self-
employment in Canada as a whole of 19.4% compared to an
increase in Atlantic Canada of 15.8%. The lower percentage
increase in Atlantic Canadais the result of adecreasein 1992 in
almost every Atlantic province. Overal, the number of self-
employed in the region in 1992 decreased by 4.7% over 1991.
At the same time, Canada as awhole registered a dight increase
of 1%.

5 Small Business in Canada, A Statistical Overview, 1994, Industry Canada, Ottawa.
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Table 2.21
Distribution of Employment by Industry Sector
Prince Edward Island

1989-1993
Industry Employment Employment Net change % of
sector distribution distribution in employment total
1989 1993 1989-1993 change
in
(000s) % (000s) % (000s) % emp.
Primary 2.6 54 2.6 57 0.0 0 0.0
Mining 0.0 0.0 0.0 0 0.0
Manuf. 4.7 9.8 44 9.6 -0.3 -6 15.8
Const. 2.8 59 25 54 -0.3 -11 15.8
Goods- 10.1 211 9.5 20.7 -0.6 -6 31.6
producing
Wholesale 23 48 21 4.6 -0.2 -9 10.5
Retail 7.0 14.6 7.0 15.3 0.0 0 0.0
Trade 9.3 19.5 9.1 19.8 -0.2 -2 10.5
T,C&U 24 5.0 13 2.8 -11 -46 57.9
FIRE 2.0 4.2 2.0 44 0.0 0 0.0
P&B 85 17.8 85 185 0.0 0 0.0
services
Market 12.9 27.0 11.8 25.7 -1.1 -9 57.9
services
Community 7.6 15.9 7.6 16.6 0.0 0 0.0
services
Public 7.8 16.3 7.8 17.0 0.0 0 0.0
admin.
Funded 154 32.2 154 33.6 0.0 0 0.0
sector
Unclassified 0.1 0.2 0.1 0.2 0.0 0 0.0
TOTAL 478  100.0 45.9 100.0 -1.9 -4 100.0

Source: Employment Dynamics
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Chart 2.1
Growth in Self-Employed by Industry
Canada
1983-1993

ALL INDUSTRIES

Fihance, Insurance
and Real Estate

Services
Construction

Trade
Transportation, Communication
and Other Utilities

Manufacturing
Other Primary Industries

Agriculture

-10% 0% 10% 20% 30% 40% 50% 60% 70%

Source: ESBO, Industry Canada; Labour Force Survey, Statistics Canada

Table 2.22
Growth in Self-Employment
Canada, Atlantic Canada

1989-1995

Region 1989 1990 | 1991 1992 | 1993 1994 1995 | % chg.

(000s) | (000s) | (000s) | (0oos) | (0oos) | (0oos) | (000s) | 1989-95
NF 23 25 28 27 28 30 29 28
NS 50 49 50 48 52 54 56 121
NB 34 39 38 36 37 40 a2 191
PEI 10 10 10 10 10 10 1 71
ATL CAN 117 122 126 120 127 135 135 158
CAN 1741 | 182 | 186 | 1873 | 194 | 208 | 207 194

Source: Labour Force Surveys, Statistics Canada
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Again, much of the decline in Atlantic Canada in 1992 can be
attributed to the closure of the groundfish fishery. The Atlantic
region rebounded quickly following the closure and between
1992 and 1995 self-employment grew by 12.4% compared to
11% for Canada as awhole. Normally, self-employment runs
counter-cyclical to employment trends, since the unemployed
endeavour to find some way to earn aliving. The magnitude of
the sudden groundfish closure in 1992, however, was an
anomaly in that people in rural areas of Newfoundland and
Labrador, and Nova Scotia took some time to recover. This
was especidly true for people with limited training and living in
isolated coastal communities.

In conclusion, it can be said that the 1989-1993 period was a
difficult one for Canada and the Atlantic region. On a positive
note, however, Atlantic Canada was able to withstand the
recesson somewhat better than the country as a whole.
Furthermore, as the economy improved in 1994-95, small firms
led the way in their role as job creators.

ANATOMY OF JOB CREATION 51



52



CHAPTER 3
HOME-BASED BUSINESS

The present chapter summarizes the results of three recently
completed research projects related to the topic of home-based
business. The first is a study’® carried out by the Rural and
Small Towns Programme of Mount Allison University between
June 1993 and late 1994 on home-based business in Atlantic
Canada. This study was afollow-up on two previous studies by
the same group in 1986 and in 1992. The second is a report*’
of the Economic Recovery Commission of Newfoundland and
Labrador which included the results of a study of home-based
business by the Home-Based/Micro Industries Working Group.
The third is a study™® of entrepreneurship among persons with
disabilities in Nova Scotia completed by the Metro Resource
Centre for Independent Living in Hdifax. Although not focused
specificaly on home-based business, thislatter report isincluded
here since the vast mgjority of businesses operated by persons
with disabilities are home-based.

Few studies have endeavoured to focus on the nature of home-
based business. The studies by Foster and Orser*® and Good

16 The State of Home-Based Business in Atlantic Canada: The Report of Research Findings from the

Mount Allison University Study of Home-Based Business in Atlantic Canada, 1995, sponsored by
ACOA and The Donner Foundation.

v New Opportunities for Growth, 1992, Economic Recovery Commission of Newfoundland and
Labrador, St. John's.

18 Toward Promoting The Concept Of Entrepreneurship among Persons with Disabilities, 1994,
Published by Metro Resource Centre for Independent Living, Halifax, Nova Scotia.

9 Home Enterprise: Canadians and Home-Based Work, 1993, Mary K. Foster and Barbara J. Orser,
Journal of Small Business and Entrepreneurship, Vol. 10, No. 4, p. 81-89.
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and Levy® represent the Canadian benchmark studies. Both of
these sudiesindicated that businesses operated in and from the
home environment are increasingly important in our economic
system.

The Foster and Orser study used a broad definition of home-
based work that included self-employed individuads and
employees who worked out of their home for reasons of
convenience. Twenty-three percent of Canadian homes had
some form of home-based business activity and 50% of these
were sdlf-employed. This study also indicated that 50% of all
businesses art in the home and projected that by the end of the
decade home work (of al types) may account for 40% of all
employment. Little wonder then that home-based business is
gaining some attention.

Home-Based Business in Atlantic Canada

The 1995 report of The Rura and Small Towns Programme,
Mount Allison University, set out to identify the contribution
home-based business makesto the Atlantic region economy and
to focus on the problems and opportunities associated with
operating a business from the home. Also included in the
objectives was an effort to develop an understanding of the
interplay between home-based business activities and domestic
activities.  On the micro level, the study endeavoured to
determine the impact of the business operation on family life and
the degree to which the family affected the business.

The definition of a home-based enterprise used by the Mount
Allison team was somewhat more specific than that used by

20 Home-Based Business: A Phenomenon of Growing Economic Importance, 1992, W.S. Good and

M. Levy, Journal of Small Business and Entrepreneurship, Vol. 10, No. 1, p. 34-46.
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Foster and Orser in that it did not include the employee category
referred to previoudy. Specificaly, the definition used was a
business “which is owned and/or operated by a self-employed
individual working from his or her own home or from another
building on the property, which may or may not employ other
people, and which provides a service or product from that
workplace.”*

Profile of the Home-Based Business Owner

The survey, with 855 completed questionnaires (a response rate
of 28%), reported on several important aspects of home-based
enterprise. Of the total respondents, 73% had no other job
outside the home while 17% had some type of part-time job.
Only 10% were able to operate a home-based business while still
maintaining a full-time job outside the home.

In terms of the contribution to household income, almost 19%
(165 households) relied totally on the home-based enterprise to
support the family and 36.8% of respondents contributed more
than 50% of household income. On the other hand, 27%
indicated that the home-based business contributed 10% or less
to the household income.

It is likely that those businesses that contributed the higher
percentage to household income were in the construction and
business/professiona sectors, while those contributing the lower
percentages would be in the arts and crafts, personal services
and retail/wholesale sectors.

2 The State of Home-Based Business in Atlantic Canada: The Report of Research Findings from the
Mount Allison University Study of Home-Based Business in Atlantic Canada, 1995, p. 2
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Profile of the VVentures

Apart from a few exceptions, most businesses operating from
the home were smd| (fewer than 10 employees). Thisisclearly
a characteristic of home-based business related to the physical
constraints of the location and the nature of the business itself.
Only 7% of those responding had more than 10 employees
(Table 3.1) and only four firms reported that they had more than
50 employees.

Table 3.1
Distribution of Respondents by Business Size

Employees Number of Businesses Percentage
<3 436 53.7
3to5 231 285
61010 88 10.9
Over 10 _52 _ 69
Total 807 100.0

Source: The State of Home-Based Business in Atlantic Canada

The distribution of respondents by industry type was quite
broad. Construction represented the highest percentage (23%),
followed by hospitality (17%) and persona services (16%)
(Table 3.2). Since the sample was chosen from rural areas and
smdl towns where municipa regulations are not generally strict,
it is not surprising that the range of business typesiswide and
that construction isthe most prevalent. A person with a backhoe
and two trucks operating from the home in arural areais a
common sSight and can easily congtitute a viable small business.
Likewise, beauty parlours, Bed and Breakfast establishments
and smdl retail soresin or attached to a home form part of the
rural culture.
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Table 3.2
Distribution of Respondents by Business Type

Type Number of Businesses  Percentage
Hospitality 147 17
Business/Professional 64 8
CraftgArts 71 8
Construction 191 23
Equip. service and repair 42 5
Manufacturing 87 10
Personal services 134 16
Retail/Wholesale 76 9
Other _35 _4
Total 847 100

Source: The State of Home-Based Business in Atlantic Canada

Measured in terms of revenue, 77.6% of home-based businesses
reported gross revenues of $100,000 or less with 31.9% of these
fdling into the $25,001-$100,000 category (Table 3.3). It is
significant, however, that 182 (22.4%) firms in the sample had
gross revenues of over $100,000. It is safe to assume that these

Table 3.3
Annual Gross Revenue for Respondents for 1992

%

Over $200,000 12.2
$100,001 - $200,000 10.2
$25,001 - $100,000 319
$5,001 - $25,000 27.6
Under $5,000 18.0

Source: The State of Home-Based Business in Atlantic Canada
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firms contributed the most to household income. As stated
earlier, the group that contributed greater than 50% of
household income represented some 37% of the householdsin
the sample.

Other Issues

The study focused on some key issues other than income and
employment issues. These included:

e Motivation for operating out of the home
e Competitive/Cost advantage

e Technology

® |[mpact on family lifestyle

® Use of the home for business purposes

® [ncubation

Motivation. When respondents were asked about their
motivations for locating the business in their home the three
most cited reasons were that (1) it represented the preferred
lifestyle, (2) the business was too small to locate outside the
home, and (3) there were financial congtraints related to locating
in commercid facilities. In many ways, reasons two and three
arerelated, in that the very small enterprise may not be capable
of generating the level of revenue required to purchase or rent
commercial space and this consequently created a financial
constraint.

The fourth most mentioned reason for starting a home-based
business was the need to care for the family. Clearly, a
preferred lifestyle, the most cited reason, and family care are not
mutualy exclusive reasons for locating an enterprise in the
home. Infact, if the only option available to some home-based
entrepreneurs was to locate outside the home, the enterprise
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would probably not be created because of the overriding desire
to ensure that family needs are adequately taken care of.

Competitive/Cost Advantage. While respondents did not rank
competitive advantage as a mgjor motivation for locating their
businessin the home, there are generdly several advantages that
could at least lead to a competitive advantage. These include
lower overheads, lower taxes, and, although not stressed in the
study, the use of the unpaid help of family members. The latter,
while difficult to quantify, would include such activities as
answering the telephone and taking messages, minding the store,
servicing customers and counting inventory. When asked to
state the reason for the success of their home enterprise, 66.2%
mentioned service or product quality or unique service and
market niche, while only 20.8% used lower price as a reason,
despite the fact that the sample rated lower cost as the primary
competitive advantage. This would appear to suggest that
owners of home-based businesses are strongly attached to the
business activity and proud to be providing a product or service
that is of high quality.

Technology. Rapidly developing technologies are making it
possible for many types of businesses to operate effectively and
efficiently from the home. While longitudina comparisons are
not available, it would appear that home-based enterprises are
embracing a number of the electronic and telecommunications
technologies now available. Table 3.4 gives an indication of the
usage patterns: only 32.0% use a computer; only 8.5% have a
modem; only 33.5% have a business telephone line. Slightly
more than a quarter of them even have a fax machine. The
reatively low use of computers and modemsiis at least partially
explained by an expression of “intimidation” on the part of
some of the respondents. Some 97% of them were over 30
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yearsold, which may account for this. Furthermore, since 54%
of the sample were in the very smal business category
(<3 employees), the purchase of a computer or some of the
other devices may result in capital and operating costs beyond
the means of the business.

Table 3.4
Usage of Technology by Home-Based Firms

Percentage of Businesses
Using the Device

Answering machine 53.8
Businessline 335
Personal computer 32.0
Fax machine 26.2
Cdlular phone 211
Multi line phone 18.8
Display phone 16.3

Source: The State of Home-Based Business in Atlantic Canada

Lifestyle. Table 3.5 presents a very positive view of home-
based enterprise as perceived by the owners. The potentialy
negative impacts on family life drew congstent ratings below the
mid-point, while the potentialy positive impacts were rated
much higher. The generd conclusion of the study was that “the
majority had, in their own eyes, achieved a fruitful baance
between family and business and were managing the negative
impacts of one on the other successfully”.?

2 \hid., p.51
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In amost al cases in a home-based business, family members
played an important role either as helpers or as employees. The
Mount Allison University study did not focus particularly on the
role children played in the home-based business except to point

Table 3.5
Comparison of Positive and Negative Impacts
on Family Life

Most Positive Ratings Average
Rating*

More time for household 3.80
Ability to respond to family needs 3.75
More time with family 3.78
Children learn from business 3.49

Most Negative Ratings

Interruptions from clients 2.92
Family stress caused by business 2.03
Business borrowing from family friends 2.27
Negative feelings about business 2.00

Source: The State of Home-Based Business in Atlantic Canada

out that children may provide a “source of inexpensive casual
labour more reliable than similar labour employed from the
labour market outside the household.”? Of the survey
respondents, 24.8% had children aged 13 to 17 years, an age
group when children could contribute most to the home-based
business. However, the study did present data on the
contribution of the spouse. Husbands of women proprietors

2 \bid, p. 17.
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contributed less often to the business than the spouse in the
male-owned business (26.1% versus 41%). Furthermore, the
spouse assisting in a male proprietorship tended to take on
different roles than their male counterparts. These included
clericd tasks (in 48% of the cases) and customer contact (in
37% of the cases). For the same tasks, males contributed in
15.9% and 26.1% of the cases respectively.

Use of the home for business purposes. The degree of
interaction between business activity and family life is directly
related to the use of the home for business purposes. The study
reported that almost all firms surveyed used the home as a
business address even though, in many cases, the business
activity took place outside the home location. 1n 60.5% of the
cases the home was used for more than 50% of the time, while
25.4% of the respondents used the home for less than one
quarter of the time (Table 3.6).

The degree to which the home is used for business purposesis
also a function of the type of business. The construction
industry, for example, was heavily represented in the survey
accounting for 23% of the respondents. Construction included
landscapers, driveway pavers and a number of related businesses
that clearly were engaged in activities that were performed
outside the home location. Such firms probably represented
many of the largest firms in the sample measured in terms of
both employment and total gross revenues, but used the home
purely as a telephone number and an administrative post to
facilitate the rather sporadic and unstructured nature of the
business. On the other hand, the hospitality industry,
representing 147 (17%) of the respondents, retail and wholesale
(9%) and arts and crafts (8%), would likely use the home as the
primary location for the business activity.
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Table 3.6
Use of the Home for Business

% of business time in home % of respondents
Over 75% 45.6
51% - 75% 14.9
25% - 50% 14.2

Source: The State of Home-Based Business in Atlantic Canada

Based on this survey it can be said that the use of the home for
busi ness purposes varied with the nature of the business and the
number of employees required to operate directly out of the
home.

Incubation. The home is often considered an incubation
location providing an opportunity to test the concept and its
viability and to become somewhat established before moving to
commercial space. In the Mount Allison study, 42% of
respondents had been operating a business from home for less
than five years, and hence may be said to sill be in an
“incubation period.”

Some firms, however, remained as home-based businesses for
quite long periods of time. In fact, 35% of the respondents had
operated from the home for more than 10 years; well beyond
what one would consider a reasonable incubation period.
Longevity, as a characteristic of home-based enterprise, is a
function of the nature of the business. Some firms like Bed and
Breakfast establishments are tied to the home and others such as
small crafts operations may lack the desire or the opportunity
for growth beyond their present size.
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Barriers to Home-Based Business

Despite the fact that the Mount Allison study found that home-
based businesses reported relatively minor problems operating
from the home, there may be a number of inhibiting factors that
work against home-based start-ups. The study by The
Economic Recovery Commission of Newfoundland and
L abrador® reported on the results of five focus groups of home-
based entrepreneurs and a survey of government officials. The
outcome of this study suggested three magjor problem areas
related to the creation of new home-based businesses:

® | ack of planning
® Poor regulatory environment
® | imited government support

Lack of planning. Theindividua quite often will endeavour to
start a home-based business without proper planning and
subsequently encounter problems related to zoning regulations,
health and environmental laws and family conflicts. The result
isthat the business does not get off the ground or is closed soon
after opening.

Poor regulatory environment. Municipa regulations are not
consistent and in many cases, where they do exist, the
regulations are not well-publicized, are overly restrictive and are
sometimes inappropriately applied. In some cases the
municipalities may have no policies and respond only when
some problem such as noise or excessive traffic is brought to
thelr attention.

24New Opportunities for Growth, 1992, Economic Recovery Commission of Newfoundland and Labrador,
St. John's.
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Limited government support. The Provincial Government
pays little attention to home-based business as an economic
force. Apart from the arts and crafts industry, the government
appears to have no policy regarding the encouragement of
home-based enterprise. A press release that preceded the report
stated that various departments continued to enforce “an array
of complicated and at times contradictory legisation”® to the
detriment of the healthy development of the home-based sector.

Conclusions

The Mount Allison Study and The Economic Recovery
Commission Report present a reasonably comprehensive picture
of the structure of home-based business in Atlantic Canada,
together with some of the problems and opportunities of
operating a business in such an environment. There are clear
limitations on the Size and type of business that can be operated
from the home. These limitations are partly because of the
nature of the business and partly because of various restrictions
imposed by municipa zoning regulations. There is a growing
recognition of the economic impact of home-based enterprise
but more research is needed to encourage government bodies to
develop programs and policies that support this growing sector
of the economy. However, the conclusion is one of optimism.
When asked by the Mount Allison researchers about their
expansion plans, over 80% of home-based entrepreneurs
indicated that they were looking for new markets and/or new
products — clearly a growth-oriented perspective! Finaly,
indications are that the trend toward home-based business will
be an important factor in the growth of small business and
entrepreneurship in the future.

2 Home-Based Micro Industries Synthesis of Findings and Recommendations, March 1992,

Economic Recovery Commission of Newfoundland and Labrador, St. John's.
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Entrepreneurship among Persons with Disabilities

The objectives of this research project®® were to profile the
population of entrepreneurs with disabilities in the Province of
Nova Scotia, to determine the barriers they face and to make
recommendations on appropriate support mechanisms to
encourage and assist persons with disabilities in entrepreneurial
endeavours.

A tota of 58 entrepreneurs with disabilities compl eted tel ephone
surveys and another 10 participated in focus groups.
Approximately 90% of the participants had been recipients of
funding provided under the Disabled Entrepreneurs Program
(D.E.P.).# The study is considered to be exploratory in nature
and does not clam to be based on a random sample of the
population of personswith disabilities. Nonetheless, the results
of the research provide a useful profile of the population of
entrepreneurs  with disabilities and insight into their
entrepreneurial experiences.

Profile of Entrepreneurs with Disabilities

Over 80% of the group reported having either a moderate or
severe disability with nearly 75% of the agility or mobility type.
Although the respondents indicated that their disabilities did not
represent insurmountable barriers, the disability clearly impacted
their work. 1nterms of formd education, 75% of the group had
at least a high school education and over 50% had some post-
secondary education or training. Over 90% had previous

% Toward Promoting the Concept of Entrepreneurship among Persons with Disabilities, 1994.
Published by Metro Resource Centre for Independent Living, Halifax, Nova Scotia.

27 The D.E.P. was operated by the Provincial Department of Economic Development (now the
Nova Scotia Economic Renewal Agency) for the ten-year period up to 1993. The program provided
grants of up to $7,500 to persons with disabilities starting a business.
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business experience, athough only 31% had supplemented this
experience with entrepreneurial training prior to start-up.
Finally, only 16% of the entrepreneurs with disabilities were
female, a sharp contrast to the 52.6%* reported for female
persons with disabilities in Nova Scotia.

Profile of Entrepreneurial Ventures

The service sector represented the sector of choice for 42% of
the entrepreneurs, followed by the retail sector at 19% and the
primary sector at 12%. All other sectors, including
manufacturing, communications and tourism accounted for less
than 10% each. The preferences for businesses in the service
sector and the rather low incidence of participation in the goods-
producing sector may have direct implications for access to
financing which was cited as amgor barrier by respondents.

One of the most significant findings in relation to the types of
ventures operated by persons with disabilities was the fact that
over 75% were home-based businesses. Almost 80% were
operated as sole proprietorships. Additiona research is required
to explain the rationae for these decisions, since respondents
were not provided with an opportunity to elaborate in the
survey. It isnoteworthy, however, that when one considers the
business income of these ventures (58% less than $15,000) and
number of employees (67% with one or none), they are
somewhat smaller than the population of home-based businesses
discussed previoudy. Given the rdatively low levels of business
income, it is not surprising that 60% of respondents indicated
that they had other income sources, for example, disability
pensions, spousal income and other employment.

3 Source: 1991 Hedlth and Activity Limitation Survey (HALS).
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Motivations for Establishing Ventures

The survey did not include questions concerning the reasons for
starting businesses;, however, the focus group discussions
provided an opportunity for individuals to discuss their
motivation. Whilethe difficulty in finding employment and lack
of money were factors for some, interest, chalenge and
recognition of an opportunity were aso highlighted as
underlying motivations.

Success and Failure Rates

Measures of success and failure in this study were limited to
whether or not businesses were till in operation at the time of
the study and for how long. The success rate appeared to be
guite good with two-thirds of the businesses still operational.
However, this result should be interpreted with caution since
43% of the businesses were less than two years old and almost
80% had been in operation for less than five years.

In addition, the data on firms till in operation were examined
from the perspectives of the nature of the disability and the level
of education of the entrepreneurs. The exit rate for businesses
operated by persons with severe disabilities was significantly
greater than those operated by persons with mild or moderate
disabilities. Similarly, those with agility and mobility disabilities
experienced asgnificantly higher exit rate than those with other
types of disabilities. Further, there was a strong positive
correlation between the likelihood of still being in business and
the number of years of education.

Onefina point regarding success and failure rates concerns the
nature of the businesses and the income derived from the
ventures. As indicated previoudy, businesses operated by
persons with disabilities were generaly small and home-based
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and provided only partia income support to the owners. These
factors may have had some impact on decisions to continue
operations and possibly, therefore, on success and failure rates.

Barriers to Start-up and Growth

Participants were not asked directly to identify barriers they
faced when establishing or operating their businesses. However,
they were asked questions concerning sources of financing,
assi stance provided and support that would have been useful.
The responses were remarkably similar to those expressed by
young entrepreneurs (see Chapter 5) especially with respect to
the lack of avalable financing. Excluding the Disabled
Entrepreneurs Program, the primary sources of financing for
entrepreneurs with disabilities consisted of persona and family
funds (50%), banks (38%) and government (12%). Not
surprisingly, therefore, over 75% indicated that the D.E.P. had
been an important source of funds and that improved access to
both loans and grants was an important consideration.

In addition, respondents identified the need for more support in
the form of entrepreneuria training, assistance with preparing
business plans and access to sound managerial advice. Most felt
that better access to a business development officer and a one-
stop business development centre would be helpful.

Future Directions

The exploratory nature of the research reported here limits the
ability to generdize from the results. Nonetheless, a number of
suggestions were made regarding policy measures and programs
that would assist entrepreneurs with disabilities to establish and
grow ther businesses. The specific recommendations are
summarized in Table 3.7.
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Table 3.7
Summary Recommendations
on Encouraging Entrepreneurship
among Persons with Disabilities

® Improve access to training opportunities for
entrepreneurs with disabilities.

® Develop financial assistance programs targeted to
entrepreneurs with disabilities.

® Establish a network of entrepreneurs with disabilities to
act as mentors.
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CHAPTER 4
ENTREPRENEURSHIP AMONG
FRANCOPHONES

The present chapter summarizes the results of recently
completed research into entrepreneurship within  the
francophone community in Atlantic Canada® The study
underlying this report was intended to increase awareness of
Acadian entrepreneurship in the region and to provide
information to assist in the design and development of policies
and programs to support the start-up and growth of firms
owned by francophone entrepreneurs. The report focused on:
the profile of Acadian entrepreneurs; the profile of their
ventures, and the smal business support structures, in particular
financia support.

The information included in the report was obtained from a
combination of primary and secondary sources. Primary data
derived from: a mail survey of members of the Consal
économique du Nouveau-Brunswick (CENB); individual open-
ended interviews with key individuals and entrepreneurs; and
roundtabl e discussions with business owners. Survey responses
were received from 140 entrepreneurs (a response rate of 16%),
interviews were conducted with 52 key individuals and 24
bus ness owners participated in the roundtables. Secondary data
were taken largely from Statistics Canada reports.

2 Acadian Entrepreneurship: Its Sources, Growth and Future, 1996, the Cconseil économique du
Nouveau-Brunswick, Moncton (unless otherwise indicated the data in this chapter were taken from this

report).
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Profile of Francophones in Atlantic Canada

In order to have an understanding of francophone
entrepreneurship in Atlantic Canada, it is useful to have some
background on the regiona francophone community. While the
report®® provides a more complete statistical overview of
Acadian entrepreneurship and the economy, a summary of key
factsis presented here to provide a context for the discussion to
follow.

Firstly, the francophone population in Atlantic Canada, as of
1991, represented 12.4% of the total population and grew at a
rate of 6.7% from 1986 to 1991. Thisisin sharp contrast to the
overall increase in population in the region of dightly less than
1%. Secondly, as can be seen in Table 4.1, the francophone
population in the region was concentrated primarily in
New Brunswick which accounted for 85% of the total. Twelve
counties out of atotal of 44 in the region accounted for 83.5%
of the Francophonesin 1991. Thirdly, there was a significant

Table 4.1
Distribution of Francophones
in Atlantic Canada

%

New Brunswick 85.0
Nova Scotia 12.4
P.E.I. 1.8
Newfoundland and Labrador 0.8
Total 100.0

Source: Acadian Entrepreneurship: Its Sources, Growth and Future, 1996

0 Ibid.
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increase (36%) in self-employment in the region between 1986
and 1991. The growth rate in sdf-employment in the
francophone counties was slightly lower at 31%.

Profile of Acadian Entrepreneurs

The report does not reflect the geographical distribution of
Acadians in that there were fewer respondents from
New Brunswick than might be expected, given their relative
geographic importance (Table 4.2)*. This difference should be
kept in mind when interpreting results.

Table 4.2
Distribution of
Survey Respondents

(n=140)

%
New Brunswick 69.8
Nova Scotia 17.3
P.E.I. 12.2
Newfoundland and Labrador 0.0
Quebec 0.7
Total 100.0

Source: Acadian Entrepreneurship: Its Sources, Growth and Future, 1996

The following profile of Acadian entrepreneurs emerged from
the survey responses:

sl There was one respondent from Quebec and one respondent who did not indicate province of
business residence.
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® 72% male

® 83% post-secondary education

® 75% over age 40

® 59% more than 10 years in business

Education. The percentage with some post-secondary
education was quite high. In fact, over haf of the respondents
were university graduates, with business administration as the
dominant degree and marketing and finance as the primary areas
of specidization. Inaddition, amogt haf of the respondents had
undertaken some informa management training in the form of
short courses and seminars. The high level of education and
training of respondents may reflect the fact that CENB members
are generally well educated.

Age. Not only were 75% of respondents over the age of 40,
only 1% were under the age of 31.

Experience. Francophone entrepreneurs appeared to be relative
newcomers with over 40% in business for 10 years or less.
However, there was a significant percentage (23%), especially
in New Brunswick (29%), which had been in business for more
than 20 years.

Gender. Lessthan athird of respondents were woman (28%)
and they differed from the overall group of respondents in that
they were younger and had been in business for a shorter period
of time (44% under the age of 41 and amost 40% in business
less than 5 years). No doubt, both these points reflected the
growing number of women starting businesses in recent years.
Differences in types of ventures and support will be discussed
later.

A number of additional observations can be made concerning
the profile of Acadian entrepreneurs. Role models, in particular
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sdlf-employed parents, did not appear to be amajor influencein
the decision to establish a business. In fact, amost 60% of
respondents indicated that their parents were employed in
salaried positions. The most important motivations for going
into business were personal and related primarily to the need to
achieve and to be in control. Encouragement from others,
including parents, friends and relatives was reatively
unimportant.

A final observation concerns the issue of succession planning.
More than half of the respondents indicated that they were
planning for who would succeed them. This relatively high
percentage may reflect the fact that survey respondents were
both highly educated and older.

Profile of Entrepreneurial Ventures

The businesses operated by francophone entrepreneurs in
Atlantic Canada exhibited the following profile:

® 56% incorporated

® 70% family-owned

® 22% export outside the region
® 14% export outside the country
® 73% started from scratch

® 55% service sector

® 529 sales |ess than $500,000

Ownership Structure. The percentage of businesses that were
incorporated (56%) was similar to the percentage reported
earlier that were more than 10 years old. Further, the
propensity to incorporate increased as the size of the business
increased. Although a significant percentage of the businesses
were family-controlled, more than one-third had partners.
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Markets. More than 35% of the firms exported outside the
region (14% outside the country) and such exports accounted
for approximately 22% of total sales.

Start-Up. Almost three quarters of the firms were started from
scratch.

Industry Sectors. The service sector was the preferred choice
of the majority of francophone entrepreneurs (55%) with the
tourism and secondary sectors a distant second and third choice
at 17% and 16% respectively. Only 3% were in the primary
sector.

Revenues. While most firms had revenues of less than
$500,000, amost a third generated in excess of $1 million in
annua sdes. Professond services firms such as accounting and
consulting businesses, which accounted for 30% of the total,
were heavily concentrated in the less than $500,000 range
(87%).

A number of additional observations can be made concerning
the profile of businesses operated by francophone entrepreneurs.
The concept of multi-firm ownership appeared to be well
established in the francophone community. More than 43% of
Acadian entrepreneurs owned more than one business. Not
surprisingly, the larger the size of the main business, the more
likely it was for the owner to have had more than one business.
Similarly, entrepreneurs with more experience were more likely
to be multi-firm owners.

Firms owned by femae Francophones tended to be smaller with
most having sales of less than $100,000. An even greater
percentage (65%) of females operated in the service sector and
no females owned businesses in the secondary sector. Firms
owned by females were less likely (21%) to generate revenues
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outside the region and more likely (77%) to be owned by single-
firm owners.

Financing and Francophone Entrepreneurs

A significant component of the study dealt with the area of
financing, including requirements for and sources of start-up
capital, current financing sources and financial requirements, the
role of financial ingtitutions, satisfaction with the sources of
financing and financing problems.

Start-up capita requirements were fairly small; 36% of
francophone entrepreneurs started their businesses with less than
$15,000 and 63% started with less than $50,000. If only first
businesses were included, the percentages increased to 44% and
70% respectively. Equity represented less than half of the start-
up capital for most businesses, especialy those with a total
capitalization of less than $100,000. Not surprisingly, personal
sources such as the owner, family and friends accounted for
more than half of the start-up capital followed by the chartered
banks at 17%. No other source exceeded 8%.

Turning to current capitalization, two observations are
noteworthy. Firstly, businesses appeared better capitalized at
the time of the study than at start-up as evidenced by the
increase to 64% for firms where equity represented most of total
capitalization. Secondly, the distribution of current financing
sources remained virtually unchanged from start-up, with the
exception that retained earnings became an important source of

equity.

Concerning the need for financing, almost 60% of respondents
indicated that they were currently looking for financing with
most needing amounts of less than $100,000. Firms in the
secondary and professional services sectors were more likely to
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need new capital, as were export-oriented firms. The desire to
expand and the need for working capital appeared to be the two
primary reasons for seeking additional financing. Expansion
was tied closdly to requirements for funds in excess of $100,000
while working capitd requirements were usually for amounts of
less than $100,000. There was a definite preference for debt
financing (81%); however, approximately 18% of respondents
indicated they were looking for equity. Those in the market for
equity required funds primarily for purposes of restructuring,
exporting and research and development rather than for working
capital and expansion purposes.

The survey explored the role of financia ingtitutions, in
particular the caisses populaires, chartered banks and the
Business Development Bank of Canada (BDC), in supporting
francophone businesses. It aso reviewed levels of satisfaction
with the various services provided by these institutions. The
chartered banks and the caisses populaires were the primary
ingtitutional suppliers of capital to Acadian businesses, followed
by ACOA and the BDC. The caisses populaires appeared to be
the preferred choice for firms in the tourism and traditional
sarvice sectors, smdler firms and firms that were 6-10 years old.
The chartered banks appeared to be the choice of service firms
and older, more established and larger firms. The profile of
BDC francophone clients included firms in the services and
secondary sectors, very smal firms and firms that were either
very new or well established.

Overdl, thelevels of satisfaction with institutional sources were
postive, with ACOA leading the group followed closely by the
caisses populaires. More specifically, 83% of respondents
approved of ACOA's services and amost 90% found their
collatera requirementsto be reasonable. Also of particular note
were the high levels of satisfaction expressed by the very small
clients of the caisses populaires. The chartered banks, the BDC
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and the trust companies were all rated below average. The
levels of dissatisfaction appeared to be greater for small firms
and for firmsin the professond services, secondary and tourism
sectors. The sources of the dissatisfaction appeared to be
related to institutional concerns with collateral, inventories and
seasondity. Interestingly, the highest levels of satisfaction were
reserved for non-ingtitutional sources of capital, such as
suppliers, partners, and investors.

Acadian entrepreneurs were asked to consider the difficulties
they faced raising capital in 1994-95 and the difficulties they
faced prior to 1990. Not surprisingly, in light of the recession,
the percentage indicating that they had encountered problems
looking for money increased from 69% to 78% over this period.
However, the nature of the problems encountered and their
order of importance remained virtually unchanged (Table 4.3).
The requirement for a persona guarantee continued to be the
mogt sgnificant financing problem. High debt ratios and a lack
of profits were problems encountered by a growing percentage
of respondents and were largely responsible for the increase in
respondents who encountered problems looking for money.

An examination of financing problems by industry sector and the
amount of money required reveadled that firms in the tourism
sector accounted for the highest proportion of businesses
experiencing financing problems. The lack of collateral,
insufficient profits and the perception of this being a poor sector
of the economy took on increasing significance for firmsin this
sector. Firms in the secondary sector experienced greater
difficulty with sources of capital, a problem that is directly
related to the profitability and debt ratio problems experienced
by firms in this sector. Firms looking for smaller amounts of
capital experienced more difficulties with personal guarantees

and investor control. Perceptionsof a poor sector of the
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Table 4.3
Problems Encountered in
Looking for Money

1994-95 prior to 1990

% %
Persona guarantee 50 48
Debt ratio too high 29 14
Insufficient profits 23 11
Lack of sources of capital 18 15
Poor sector of the economy 14 9
Insufficient collateral 12 9
Investor wanted control 7 7
Lack of experience 5 11
Being awoman 2 1
No problem 22 31

Source: Acadian Entrepreneurship: Its Sources, Growth and Future, 1996

economy and concerns with too high a debt ratio became more
problematic as the requirement for funds increased.

A number of additional comments relate to differences in the
financial experiences of female entrepreneurs. More than half of
Acadian firms started by females had an initial capitalization of
less than $15,000 and 30% remained in that category. Start-up
financing from family and from caisses populaires appeared to
be more important for females than for males. The caisses
populaires aso appeared to be more important sources for
females over time while the chartered banks appeared to
decrease in importance, especially when compared to male
entrepreneurs. In terms of requirements for capital, females
were looking for smaller amounts, had less of a need for
working capitd, were more interested in funds for research and
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development and had a definite preference for grants rather than
equity. Finally, females encountered the same problems as
maesin finding capitd, dthough insufficient collateral appeared
to be more of a problem for females while the problem of too
high adebt ratio was less problematic. Further, it is noteworthy
that no females indicated that they were “very satisfied” with
their relationships with their financial institutions.

Small Business Support Structures

In addition to financia support, the survey included a section
deding with marketing support, advisory boards and community
attitudes. Asindicated in Table 4.4, a significant percentage of
respondents did not use outside marketing support. Private
sector agencies and aforma marketing plan were the only forms
of assistance cited by 25% or more of respondents. Smaller
firms were less likely to use marketing support but those that
did, tended to rely on government assistance. As firms grew
and needed to develop professional marketing programs, they
turned first to marketing agencies and next to a formal plan.
Firmsinvolved in exporting were more likely to use marketing
support, especially dedicated staff, than non-exporters. In
addition, the very large export-oriented firms also relied on
government assistance.

Only one-third of respondents indicated having a board, either
of directors or advisory. However, an additional 23%
responded to the question concerning the contribution of board
members, suggesting that the percentage with a board may be
somewhat higher. The board of directors was a more popul ar
option than an advisory board, although advisory boards were
preferred by medium-sized businesses. The very smdl firms
(sdeslessthan a $100,000) and the very large (sales more than
$5 million) wereless likely to have a board while entrepreneurs
with more than 10 years of experience were more likely to
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establish one. It isinteresting to note that the interna board
members, such as spouses, employees and partners, were
consdered to make the most valuable contributions. However,
external members such as accountants and investors were rated
more highly than lawyers, family, business contacts and
consultants.

Table 4.4
Marketing Resources

%

No assistance 44
Private sector assistance 32
Formal plan 27
Government assistance 19
Employees assigned solely to marketing 16

Source: Acadian Entrepreneurship: Its Sources, Growth and Future, 1996

In responding to the question concerning the community's
attitudes towards entrepreneurship, francophone entrepreneurs
expressed mixed opinions. They felt their communities had
positive attitudes towards the following aspects of
entrepreneurship: business success of local entrepreneurs,
attracting businesses and creating jobs, ingtilling an
entrepreneuria spirit in students, improving the work ethic, and
increasing the likelihood of individuals assuming responsibility
for their own development. However, entrepreneurs believed
their communities were somewhat neutral in their attitudes
towards business networking and mentoring and held generally
negative attitudes toward entrepreneurs facing difficulties. The
bottom line for the entrepreneurs was that their communities
supported winners but were not very tolerant when the going
got tough.
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Barriers to Start-Up and Growth

Based on the results of the survey and the consultations with
entrepreneurs and key informants, the report reached a number
of conclusions and made a number of recommendations in the
areas of financing and growth, entrepreneuria culture, and
competence, training and advice. The conclusions have been
summarized and are presented in Table 4.5 as barriers that need
to be addressed in order to facilitate the start-up and growth of
businesses owned by Acadian entrepreneurs.

Table 4.5
Barriers to Start-up and Growth

Low commitment to growth

Low level of risk-taking

Ownership closdly held

Lack of local investment

Lack of venturefrisk capital

Lack of good venture proposals

Lack of funds for new, small firms

Lack of effective investment mechanisms
Overreliance on government assistance
Absence of role models

Limited community support for entrepreneurship
Limited use of support networks

el el
REBom~NourwNeR

Source: Acadian Entrepreneurship: Its Sources, Growth and Future, 1996

A review of thelist revedsthat the barriers can be grouped into
three key areas. entrepreneurial attitudes, capital markets and
support structures. Entrepreneurial attitudes, as reflected in the
first three items, refer to the willingness and the desire of
entrepreneurs to grow. The existence of too many firms owned
by individuals who were satisfied with the status quo and who
resisted sharing ownership is an issue that must be addressed.
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Similarly, there are concerns with all three of the critical
components of avibrant capital market: risk capital, investment
opportunities and information. Items 4-9 on the list combine to
present serious barriersto the flow of capital required to support
agrowing smal business sector. Finally, the last three items on
the ligt indicate not only gaps in the support structure but some
resistance on the part of francophone entrepreneurs to utilizing
the support that is available.

Future Directions

In order to address the barriers noted above, the report made a
number of specific recommendations. These recommendations
were directed primarily to the CENB; however, it was noted
that implementation would depend on a significant level of
public/private partnering and collaboration. A list of these
recommendations appearsin Table 4.6.

It is evident on review of the list that many of the
recommendations build on existing infrastructure and relate
primarily to the need to increase awareness, share information,
explore opportunities and utilize existing resources more
effectively. Knowledge, networks and mentoring are important
underlying themes. Other recommendations such as those
related to improvementsin the flow of capita to small growing
firms may require more significant structural changes. In any
event, overcoming barriers to growth will require multiple
approaches targeted towards potential entrepreneurs, existing
entrepreneurs, potential investors, financia institutions and
intermediaries, government and society at large.
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Table 4.6
Overcoming Barriers to Growth

Promote the advantages of growth

Increase awareness of financing alternatives
Increase awareness of sources of financing
Encourage investing at the local level

Establish a mechanism to encourage investment
Implement a matchmaking service at the local level
Put more emphasis on business plans

Lobby government for small business loan support
Encourage the BDC to emphasize micro lending
Encourage mentoring programs for entrepreneurs
Promote the use of boards and business contacts
Encourage networking among entrepreneurs
Increase marketing information and support
Increase awareness of the role of entrepreneurship
Promote awareness of youth initiatives

Source: Acadian Entrepreneurship: Its Sources, Growth and Future, 1996
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CHAPTER 5
ENTREPRENEURSHIP AND
YOUTH

Theimportance of fostering an enterprising culture among our
youth and encouraging them to consider the option of an
entrepreneurial career cannot be overstated. While sweeping
social and economic changes have had significant effects on
society generally, the impact on young people has been
especialy pronounced. Increasing unemployment and poverty
among today's youth have resulted not only in the need to
encourage young people to consider entrepreneurial careers but
also to provide them with the support structure to facilitate such
endeavours.

The significance of entrepreneurship among young people is
aptly summarized in areport of the Canadian Y outh Foundation.
The report, in suggesting options for addressing the problem of
youth unemployment, states that while entrepreneurship is not
the answer to the problem, it is “one way of beginning to
address longer term socia and personal issues affecting youth
and the employment marketplace.”** Average unemployment
rates of between 20-29% for young people in Atlantic Canada
(Table5.1) reinforce the magnitude of the problem in the region.
The report further states that “ The drive and self-determination
of young Canadians to start their own businesses demonstrates
an important shift away from the climate of dependency that has
been demonstrated so often in recent Canadian experience.”*

%2 Youth Unemployment: Canada's Hidden Deficit, 1995, published by the Canadian Y outh
Foundation, Ottawa, p.ii.

33 \bid. p17
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Table 5.1
Unemployment Rates for Atlantic Canada
for Ages 15-24
1990-1995 Average

%
Nova Scotia 20
New Brunswick 20
Prince Edward Idand 21
Newfoundland and Labrador 29

Source: Labour Force Statistics, Statistics Canada

Notwithstanding the positive impact of an entrepreneurial career
strategy on employment opportunities for young people, there
IS evidence that today's youth represents a generation of
reluctant entrepreneurs who opt for entrepreneurship only as a
last resort.** Further, although there are a growing number of
initiatives designed to encourage the growth of entrepreneurship
among youth®, there has been a lack of research documenting
the motivations, characteristics and needs of young
entrepreneurs and the challenges they face when attempting to
start businesses.

A 1995 report by the Atlantic Canada Opportunities Agency
(ACOA)® represents one of very few empirical research studies
on young entrepreneurs in the country. The report is based on

34 Youth Unemployment: Canada's Rite of Passage, 1995, published by the Canadian Y outh
Foundation, Ottawa.

35Support Programs for the Development of Young Entrepreneurs: Best Practices, 1995, published by
the Atlantic Canada Opportunities Agency, Moncton.

3% Characteristics and Needs of Young Entrepreneurs and Young Persons Wanting to Become
Entrepreneurs in Atlantic Canada, 1995, published by the Atlantic Canada Opportunities Agency,
Moncton (unless otherwise indicated, the datain this chapter are taken from this report).
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surveys of existing young entrepreneurs and young people who
want to become entrepreneurs, as well as on a number of
interviews with representatives of the banking community and
small business support organizations.

While the purpose of the ACOA study was to examine the
supply of, and demand for, business support programs designed
to meet the specific needs of young entrepreneurs, the report
provides some useful insights into the profile of young
entrepreneurs and their businesses, their motivations for
establishing ventures and the barriers they faced at the start-up
and growth stages of their businesses. This report and the two
produced by the Canadian Y outh Foundation serve as the basis
for much of the following discusson of youth and
entrepreneurship in Atlantic Canada.

Profile of Young Entrepreneurs and Their Businesses

The ACOA study, although based on a sample of only 46
existing and 46 potential entrepreneurs®, provided some useful
information concerning the demographic profile of young
entrepreneurs in the region. The average age for young
entrepreneurs at start-up was less than 22 and athough there
was only adight difference in the ages of males and females, a
sgnificantly higher percentage of males started their first
businesses as teenagers. Females accounted for over 30% of the
total of young entrepreneurs and aspiring entrepreneurs.

The proportion having some post-secondary education was over
80% with more than half having completed a community college
or university program.

s Represents a response rate of 20.6% for each group.
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In terms of work experience (Table 5.2), the overwhelming
majority (70%) of the survey participants had worked in small
private sector firms, on average approximately 4.5 years, before
venturing out on their own. However, there were some notable
differences between the actual entrepreneurs and the aspiring
entrepreneurs. A greater percentage of the aspiring
entrepreneurs had worked for large firms in the private sector
and for government. In addition, a greater percentage of this
group were either unemployed or on Workers Compensation.

Table 5.2
Type and Duration of Employment
(Aspiring Entrepreneurs)
or Employment Prior to Business Start-up
(Established Entrepreneurs)

Previous Established
Aspiring
Employment Entrepreneurs
Entrepreneurs
Type  Duration Type
(%) (vears) (%)
Large private sector 14.7 6.4 25.0
Small private sector 70.6 4.7 59.1
Private sector* 59 4.0 2.3
Government 29 50 13.6

Source: Characteristics and Needs of Y oung Entrepreneurs ...

Multi-firm Owners

Forty percent of the entrepreneurs in the study had established
more than one business while the remaining 60% were operating
their first and only venture. A number of interesting findings
relate to the comparison between these single-firm and multi-
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firm owners. Y oung entrepreneurs who owned more than one
business were more likely to have started their first business at
an earlier age, usudly during their school years, as compared to
singlefirm entrepreneurs who usually waited until after
graduation. In addition, multi-firm owners had an average of
five years of entrepreneurial experience, nearly twice that of the
single-firm owners. However, perhaps even more noteworthy
are the differences that appeared to exist between the two
groups in terms of firm size, industry sectors and ownership
structure.

Measures of firm-size included both sales and number of
employees. In both cases there appeared to be a strong
correlation between larger sze and multi-firm entrepreneurs. In
the case of sdes, the average for the multi-firm group was
approximately $600,000 which was in the order of four to five
timesthat of the single-firm group ($125,000). The employment
generated by the multi-firm entrepreneurs was also significantly
greater (approximately 50%) than that for single-firm owners
(Table5.3). Infact, more than half of the multi-firm group had
more than five employees compared to less than 20% of the
single-firm category.

Table 5.3
Employment Distribution
Single-Firm versus Multi-Firm Owners

Employees Single-Firm Owners Multi-Firm Owners
# % # %
None 7 26.9 1 59
1-5 14 53.9 7 41.2
6-10 3 115 5 294
11+ 2 1 4 235
Total 27 100.0 17 100.0

Source: Characteristics and Needs of Young Entrepreneurs ...
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A second area of comparison between the multi-firm and single-
firm entrepreneurs related to choice of industry sector. The
areas of choice for single-firm entrepreneurs were retail (37%)
and personal services (30%). Multi-firm owners, on the other
hand, tended toward higher growth industries such as
manufacturing (39%) and business services (22%); although a
significant percentage (22%) operated in the retail sector.

Multi-firm entrepreneurs were more likely to either incorporate
or take on a partner for their first venture than were single-firm
entrepreneurs (33.3% versus 25.9%). Multi-firm entrepreneurs
also exhibited a high propensity to incorporate over time;
incorporation by multi-firm owners grew from an initial 22% to
80% in their current businesses. Finaly, males were more likely
to be in the multi-firm category than females.

Interms of industry sectors and types of ventures, the business
interests of the young entrepreneurs responding to the survey
differed from the normal distribution of small businessesin the
region in afew areas. Businessesin the manufacturing sector,
which represent only 5% of al small businesses in Atlantic
Canada, were the choice of over onethird of young
entrepreneurs.  The study further reports that these young
entrepreneurs operated manufacturing businesses that produced
abroad range of products including such items as blaster bags,
dental prothesis, clothing, musical instruments and el ectronics.

Similarly, over 30% of young entrepreneurs were pursuing
ventures in the retail sector, which was more than twice the
averagefor dl small busnessesin the region. Examples of retall
products included sporting goods, hockey cards, clothing and
computers. The service sector, in particular business services
and personal services, was another popular area of endeavour
for young entrepreneurs. The rate of participation in personal
services was comparable to the average for al firms in the
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region, while the interest in business services by young people
appeared to be twice that for al small firms. Examples of
service firms operated by young entrepreneurs included video
production, printing, bookkeeping and marketing research.

Respondents appeared to be under-represented in both the
resource-based and construction sectors when compared to the
averagesfor al Atlantic small firms.

Motivation for Establishing Ventures

The Canadian Y outh Foundation report® cites two reasons for
young people getting involved in starting their own businesses:
asafina option to dedling with their employment prospects and
to have more control over their future. Young entrepreneurs
responding to the ACOA survey expressed a similar need for
independence citing “being my own boss’ as the second most
important reason for becoming self-employed. However, the
most important motivating factor for this group was personal
accomplishment.

In contrast to the Canadian Youth Foundation report,
participants in the ACOA study did not report the lack of job
opportunities as asgnificant influencing factor. In fact, the lack
of jobs ranked ninth on a list of eleven factors cited as
motivations for self-employment. Other important motivators
included the opportunity to make more money, higher earnings
potential, flexibility, market opportunity and encouragement
from others. The two least important factors were previous
employment and family tradition. Overall, the findings of the
ACOA study are highly consistent with other research on

% Youth Unemployment: Canada's Hidden Deficit, 1995, published by the Canadian Y outh
Foundation, Ottawa.
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entrepreneurial motivation for youth® and for all Canadian
entrepreneurs®.

Closely related to motivations for establishing ventures is the
issue of key influencers on the decison to become an
entrepreneur. Both the existing entrepreneurs and the aspiring
entrepreneurs were asked to indicate the level of influence of a
number of identified individuals on that decison. Table 5.4
summarizes those ratings for both groups. In both cases, the
spouse was clearly the most influential individua; although
only 38% of respondents were married. The influence of close

Table 5.4
Key Influencers on Established and
Aspiring Entrepreneurs

Established Aspiring
Entrepreneurs  Entrepreneurs
(Average rating) (Average rating)

Spouse 23 24
Parent or guardian 29 33
Close friend 3.0 2.8
Local business owner 35 35
Teacher or professor 37 3.6
Previous employer 4.0 4.0
Another relative 41 33

Ratings are based on a scale of 1 to 5, with 1 being the greatest level of influence.

Source: Characteristics and Needs of Y oung Entrepreneurs ...

89 Young and Older Entrepreneurs: An Empirical Study of Difference, 1991, Jean Lorrain and
Louis Raymond, Université du Québec a Trois-Rivieres.

40 Why People Decide to Start a New Business: The Effect of Cultural Values on Entrepreneurs, 1989,
The State of Small Business, Ontario.
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friends also received a high rating from both groups. Parents
appeared to have considerably greater influence on established
entrepreneurs while the aspiring entrepreneurs relied more
heavily on other relatives. Overdl, 43% of the young
entrepreneurs had self-employed parents; however, parental
influence appeared stronger for females, half of whom had self-
employed parents compared to 39% of the males.

Barriers to Start-Up and Growth

“Y oung Canadians are not certain of their ability
to become entrepreneurs. The participants in
thisstudy are all prepared to consider starting a
business....; however, they do not take starting
a business lightly. They carefully consider the
challenges involved and acknowledge that they
are not well equipped, with neither capital nor
business experience, to be entrepreneurs.”*

The lack of finances and the lack of credibility were the two
most significant obstacles cited by young people when starting
their businesses. The ACOA study identified the following
additional issues in order of importance: lack of information,
lack of experience, lack of confidence, lack of education and
lack of support. Following is a brief discussion of the mgor
barriers and the approaches taken in an attempt to overcome
them.

4 Youth Unemployment: Canada's Rite of Passage, 1995, p. 27.
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Lack of Financing

Not unlike the generd population of entrepreneurs, the problem
of accessing financing was clearly the most difficult one. As
suggested by the Canadian Y outh Foundation®, the problem is
not only one of raising the necessary capital but aso the
persona financid risk that the aspiring entrepreneur must often
take in order to start their venture. However, to their credit,
young people in the ACOA study were able to obtain amounts
ranging from less than a $1,000 up to $150,000, with the
average being dightly less than $16,000.

In terms of the sources of financing utilized by young
entrepreneurs (Table 5.5), approximately 25% of the total
capital invested in their first business came from their own
resources followed closely by 24% from various federa
government departments and agencies. Banks, friends and
family and private investors were the only other sources that
accounted for 10% or more. The primary source of the
“personal contribution” was savings from previous employment
(76.2%). However, females obtained a smaller proportion from
this source than males (64.3% versus 82.1%) but relied more
heavily on gifts from parents and relatives (28.6% versus
14.3%) and on credit cards (21.4% versus 10.7%) than did
males. Males indicated accessing a greater percentage of their
“personal contribution” from the sale of persona assets (17.9%
versus 7.1%).

Interestingly, for those who had started additional businesses
(Table 5.6), the banks, trust companies and private investors
appeared to take on increasing importance. Nonetheless,
personal contributions continued to be a significant source of
financing for those who established multiple ventures.

42 Youth Unemployment: Canada's Hidden Deficit, 1995.
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Table 5.5
Sources of Financing for First Business:
Young Entrepreneurs

%

Personal contribution 25.6
Friends and family 147
Private investor 111
Banks and trust companies 174
Credit unions 3.7
Insurance companies 0.0
Finance companies 0.2
Business Development Bank 12
Other federal government 229
Provincial government 14
Other _16
Tota 100.0

Source: Characteristics and Needs of Y oung Entrepreneurs ...
Average for All Respondents

Females relied more on their own and their friends resources
than did maes, dthough women also were more likely to utilize
sources such as suppliersand partners. Family and friends were
the most important sources of financing when the total
requirements were very small (i.e. up to $2,500). For projects
that required more than $25,000, the federal government was
the most significant source followed by the banks and credit
unions. The persona contributions of the entrepreneurs
appeared to be the most significant when the requirements for
capital were in the mid-range (i.e. $2,500 - $10,000). Private
investors appeared to prefer either the very small or the very
large projects. Finally, federal government sources were more
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Table 5.6
Sources of Financing for First Business

Single-Firm Multi-Firm

% %
Personal contribution 235 284
Friends and family 234 35
Private investor 0.0 255
Banks and trust companies 6.9 311
Credit unions 6.5 0.0
Insurance companies 0.0 0.0
Finance companies 04 0.0
Business Development Bank 2.2 0.0
Other federal government 321 11.0
Provincial government 21 0.5
Other _29 _00
Tota 100.0 100.0

Source: Characteristics and Needs of Y oung Entrepreneurs ...
Single-Firm versus Multi-Firm Owners

frequently cited with larger projects while the provincia
governments were cited more frequently with the smaller ones.

A number of additional observations concerning the investment
behaviour of the young entrepreneurs in this study are
noteworthy. Firstly, on average, the males invested more than
twice that of the femalesin their first business ($19,163 versus
$9,154). Secondly, the average investment for those who
started their business after they were out of school was five
times that of those who started their business while till in
school ($23,329 versus $4,694). Thirdly, of those who started
their ventures while still in school, the average investment for
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those in post-secondary institutions was five times that of those
in secondary schools ($8,513 versus $1,600). Fourthly, the
average investment in their current venture for those who had
started multiple businesses was more than five times that of the
average investment in afirgt business ($90,938 versus $15,682).

Lack of Credibility

A lack of credibility was the second most frequently mentioned
obstacle encountered by young entrepreneurs. Interviews with
representatives of the banking community in the region provided
someingght into the reasons underlying this lack of credibility.

Firstly, the bankers indicated that many aspiring young
entrepreneurs did not provide well researched and well
documented business plans in support of their requests for
financing. Projects were often not well thought through and
many potential young entrepreneurs did not appear to utilize
available programs and services. Secondly, there appeared to be
a“widespread opinion by local bank personne that ‘afinancing
applicant is a financing applicant’ regardless of age.”* Asa
result, young people lacked the necessary financial resources,
particularly the equity, to quaify for aloan. Thisled to requests
from the bankers for persona guarantees that were difficult for
these young people to satisfy. Thirdly, the bank officials
interviewed were concerned with the lack of manageria and
adminigrative experience of these budding entrepreneurs. They
specifically cited the subsequent monitoring problems for the
bank associated with working capital loans when there was a
general lack of financial management skills. Not unlike the
concerns expressed regarding the lack of planning, the bankers
wanted to see a strategy in place for addressing these
deficiencies.

Characteristics and Needs of Young Entrepreneurs and Young Persons Wanting to Become
Entrepreneurs in Atlantic Canada, 1995.
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Lack of Information, Experience and Education

The non-financia hindrances noted by young entrepreneursin
the areas of information, experience and education are closely
related to each other. They are also consistent with the
concerns expressed by the bankers with the lack of preparation
and limited manageria experience and skills of young people
wanting to start businesses.

Key informants from government departments and agencies and
small business support organizations differed from the bankers
in their views on the level of business planning conducted by
young entrepreneurs. 1n comparing individuals under the age of
thirty with those over the age of thirty, the former were thought
to be better prepared in terms of business planning. However,
there was agreement with the bankers view that the younger
entrepreneurs were not as well equipped in terms of financia
planning and cash flow management. An area of additional
concern and one that appeared to be shared by both the young
entrepreneurs and the key informants was the lack of marketing-
related expertise. While it was acknowledged that there had
been improvement in this area, there was still a consensus that
young people lacked necessary marketing research and planning
skills.

Given the ggpsin the areas of financia planning and marketing,
it comes as no surprise that these two areas topped the list of
needed business assistance identified by young entrepreneurs.
However, it does come as somewhat of a surprise that fewer
than 40% of the young entrepreneurs (ACOA study) had
undertaken any training in these or any other areas related to
their businesses and that very few had used training to address
their marketing and financial management needs.
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Lack of Confidence and Support

With the possible exception of the lack of support noted by
aspiring entrepreneurs, neither of these barriers were considered
to be dgnificant obstacles for young entrepreneurs. As aresult,
they were somewnhat further down the list of hindrances cited by
young people. However, it is noteworthy that representatives
from the banks and sma| business support organizations felt that
lack of self-confidence was a mgor impediment to potential
entrepreneurs.  Specificaly, this lack of self-confidence was
thought to inhibit young people to the point where they failed to
take advantage of the many services and programs available to
them.

Notwithstanding the absence of major constraints expressed by
young entrepreneurs in the areas of lack of confidence and
support, it is clear that support from a variety of sources was
important to the decision to start a business as well as to the
new venture creation process. As noted previoudy, this
appeared to be particularly true of the advice and support
provided by parents, spouses, relatives and friends. Results
from the two studies indicated the considerable influence of this
close persond network on the entrepreneurial actions of young
people.

Overcoming Barriers

Young entrepreneurs utilized a variety of approaches to
overcome the barriers discussed above. However, with the
exception of government assistance which was ranked third by
aspiring entrepreneurs, both practisng and aspiring
entrepreneurs relied primarily on themselves and their own
determination and perseverance as well as the close personal
network cited previoudly.

The ACOA study posited two explanations for the low
incidence of seeking outside help. On the one hand, young
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people may have been either unaware of the sources of
assistance or how to access them. On the other hand, they may
have lacked confidence in the value of these external sources
and thus chose not to use them. In either case, while young
entrepreneurs are to be commended for their determination and
perseverance, there is concern that under-utilizing the support
structure may weaken chances for success.

Sources of Assistance and Support

There is a range of “best practice” services and programs in
Atlantic Canada designed to serve the needs of young
entrepreneurs, including student entrepreneurs. A 1995 report
on support programs for young entrepreneurs™ provides an
extensive, athough not al-inclusive®, inventory of business
assistance programs targeted towards both groups. Student
entrepreneurs are defined as “young people who have not
completed their education and are running summer or part-time
businesses,” while young entrepreneurs are those “who have
completed their education and are starting full-time ventures as
their career or employment choice.”

Areas covered in the “Best Practices’ publication include
financia assistance, start-up training and counselling, student
venture programs, award and scholarship programs, associations
and networking opportunities, and promotional activities and
resource materials. A number of these support programs and

a4 Support Programs for the Development of Young Entrepreneurs: Best Practices, 1995, published
by the Atlantic Canada Opportunities Agency, Moncton.

4 Junior Achievement (JA) is one example of an organization whose programs are not included in this
publication. Funded primarily by the private sector, JA offers a combination of in-school and after-
school programs that served more than 49,000 students in Atlantic Canada during the five-year period
from 1990 to 1995 (Source: Junior Achievement).

46 Support Programs for the Development of Young Entrepreneurs: Best Practices, 1995, published
by the Atlantic Canada Opportunities Agency, Moncton, p. A.1.
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associations are national in scope, such asthe “l1 Want to be a
Millionaire” program and the Association of Collegiate
Entrepreneurs. However, many are targeted specifically to
young entrepreneurs and student entrepreneurs in Atlantic
Canada. Table 5.7 includes examples of financial assistance and
support programs available in each of the Atlantic Provinces.
The 1995 report concludes that there is significantly more
support available to student entrepreneurs than to young
entrepreneurs and that young entrepreneurs are not a strategic
focus in most areas of the country.

In addition, although not necessarily targeted towards youth,
there are a so traditiona sources of assistance available to young
entrepreneurs, for example, assistance provided by banks,
accountants, lawyers, post-secondary institutions, consultants,
business development centres, government departments and
agencies and others.

In an attempt to assess the impact of the business support
structure on the efforts of young entrepreneurs to establish and
grow their businesses, participants in the ACOA study were
asked a number of questions relating to membership in, use of,
and satisfaction with, various organizations. Firstly, young
entrepreneurs were asked to indicate the organizations to which
they belonged and then to identify those which had any direct
positive influence in terms of preparing them for business
ownership. Responses indicated that membership in business
associations was generaly low and of limited usefulness in
preparing young entrepreneurs for being in business for
themsdves. Junior Achievement, professional associations and
Chambers of Commerce were cited by respondents as being the
most useful. However, given the small number of mentions,
these results should be interpreted with caution.
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Table 5.7
Financial Assistance Programs for
Student and Young Entrepreneurs

° Y outh Entrepreneurship Skills (YES) Program
(Nova Scotia)

] New Entrepreneur Loan Program
(Prince Edward Island)

o Student Venture Capital Program
(New Brunswick)

o Y outh Venture Loan & Y oung Entrepreneur Loan
Programs (Newfoundland and Labrador)

° Y outh Entrepreneurship Program
(New Brunswick)

° Graduate Self-Employment Program
(Newfoundland and Labrador)

in Atlantic Canada (1995)

Secondly, survey respondents were asked to rate their level of
satisfaction with the sources of assistance that they had used for
their businesses and to rate a number of identified sources of
potential assistance. As indicated previoudy, young
entrepreneurs relied most heavily on those in their close personal
networks, namely friends, relatives and parents. Other sources
of assistance, in order of importance, were the provincial
government, bus ness acquai ntances, accountants and the federal
government and its agencies. In terms of usefulness, the
persona networks were again at the top of the list with the
banks and post-secondary institutions at the bottom.

There were some notable differences in the views expressed by
the actua entrepreneurs and those of the aspiring entrepreneurs
as to whether they would use each of the various sources of
assistance. Those aready in business were more likely to rely
on business acquaintances and accountants in addition to their

104 CHAPTER 5



persond networks. Aspiring entrepreneurs, on the other hand,
expressed preferences for provincial government departments
and agencies, the Business Development Bank of Canada and
customers and suppliers. They were also more likely to indicate
use of federa government departments and agencies,
consultants and the banks than were established entrepreneurs.

Future Directions

A number of fairly consistent themes emerged from the ACOA
study and the work of the Canadian Y outh Foundation. Firstly,
more needs to be done to encourage young people to consider
an entrepreneurial career option. 'Y oung people under the age
of 25 dtill represent only 5% of al self-employed in Canada
compared to 20% of al employees. The percentages for those
under the age of 35 are 25% and 50% respectively. Inall cases,
these percentages have changed very little in the past decade.’
As a result, there is a significant opportunity to increase the
number and the proportion of young people interested in
entrepreneurship and self-employment. However, that process
has to start early with an enhanced focus on entrepreneurship in
the education system. Whileit is generally acknowledged that
significant improvements have been made in Atlantic Canadain
thisarea, it is also agreed that more could and should be done.
The areaof entrepreneurship education will be explored further
in the next chapter.

Secondly, young entrepreneurs should be encouraged to utilize
external sources of assistance and support in order to minimize
the barriers to start-up and growth and to enhance the likelihood
of establishing successful ventures. 'Y oung people rely primarily
on aclose persond network of family and friends and their own
determination and perseverance to establish their businesses.

47 -
Source: Characteristics and Needs of Young Entrepreneurs...
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This approach can and should be complemented with the
information, advice and assistance available from a variety of
established external sources. The challenge is to make those
sources more accessible to potential young entrepreneurs.

Thirdly, accessto financia assstance must be improved in order
to ensure that young entrepreneurs can acquire the capital
necessary both for start-up and growth. This constraint is
magnified by the lack of credibility afforded these young people,
especially by financial institutions. Improved access to capital
will require innovative programs targeted to the needs of young
people and based on collaborations among key stakeholders.

Findly, the support structure should be modified to ensure that
young entrepreneurs are provided with the necessary
counsdlling, training and networking opportunities. The issue
here appears to be one of ensuring that the assistance is tailored
to the specific needs of young entrepreneurs and available in an
appropriate and timely manner.

Based on the conclusions and findings of the ACOA study and
two follow-up roundtable meetings of young entrepreneurs and
representatives of the small business support network,”® a
number of specific recommendations were made “...on the
design of a comprehensive business assistance program to
accelerate the development of young entrepreneurs and to
increase the number of businesses and jobs created by this
segment of the entrepreneuria population.”* A summary of
these recommendationsisincluded in Table 5.8.

a8 ACOA: Summary of the Roundtable Meeting on the Development of Young Entrepreneurs, Halifax,

Nova Scotia, April 1995 and Summary Report of the Senior Level Roundtable on the Development of
Young Entrepreneurs, Haifax, Nova Scotia, August 1995.

49 Summary Report of the Characteristics and Needs of Young Entrepreneurs ...

106 CHAPTER 5



Since the ACOA study, the Canadian Youth Business
Foundation announced their Intervison Program Strategy which
is designed to support youth entrepreneurs by delivering
services through the Internet and World Wide Web. Further, in
May of 1996, ACOA introduced atoll-free hotline in Atlantic
Canada to help young entrepreneurs obtain information on
programs and services designed specifically for them. The
hotline, implemented through the Canada Business Service
Centres, provides asingle point of accessto federal, provincia

Table 5.8
Summary Recommendations on Young Entrepreneurs
and Young Persons Wanting to Become Entrepreneurs

® Establish an entry point for business assistance
® Improve access to financial support
® Develop modularized “just-in-time” training
® Establish network and mentoring program
® Deliver entrepreneurship and business opportunities seminars
® Provide counselling support and assistance with studies
® Enhance the focus on entrepreneurship in the education system
® |ncrease promotion efforts
® Target efforts to sub-groups of young entrepreneurs
(new graduates, aboriginals, women, €tc.)

Source: Characteristics and Needs of Y oung Entrepreneurs ...

and private sector business information sources and referral
services taillored to meet the needs of existing and aspiring
entrepreneurs between the ages of 18 and 29.

More recently, a report™ by the Ministerial Task Force on
Youth made a number of recommendations to the federal

50 Take on the Future: Canadian Youth in the World of Work, 1996, Ministerial Task Force on Y outh,
Ottawa.
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government on the development of a national youth strategy.
Among the report’'s recommendations are suggestions designed
to encourage the entrepreneurial spirit of youth and to support
their efforts to start their own companies. Increased
collaboration, mentoring and improved access to capital and
information were noted as critical components of any strategy
designed to support entrepreneurship among Canadian youth.
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CHAPTER 6
ENTREPRENEURSHIP
AND EDUCATION

It iswidely recognised that Atlantic Canada needs large numbers
of entrepreneurs; men and women who will assume the risks and
commitments of business ownership. Until ardatively few years
ago the emergence of these people was left largely to chance.
Recently, however, there have been initiatives designed to
encourage the development of an entrepreneurial mind-set
among the populace, to find ways to make the perception of
entrepreneurship as a viable career alternative more attractive,
and to enhance the image of business in the public's eye.
Further, there is a recognition that we must devel op employees
who are prepared to share responsibility for the success of the
organizations in which they work.

Whether entrepreneurship can be “taught” or “learned” is the
subject of much debate. Most would agree, however, that an
education system which encourages creativity and self-reliance,
which acquaints learners with the role of business and
entrepreneurship, and which utilizes non-traditiona teaching
methods to integrate the community at large with the classroom,
isapositive factor in achieving these goals. These approaches
are currently being incorporated into enterprise and
entrepreneurship education programs delivered a post-
secondary indtitutions, at high schools, and at other levels of the
region’s school system.

The 1991 edition of The State of Small Business and
Entrepreneurship in Atlantic Canada discussed at length the
results of a mgjor study carried out in 1989 by researchers at
Mount Allison University and the Université de Moncton

ENTREPRENEURSHIP AND EDUCATION 109



regarding the status of entrepreneurship education in Atlantic
schools, particularly at the elementary and high school levels.
This project, Projet Entrepreneurship Project (PEP), funded by
the Atlantic Canada Opportunities Agency, examined the degree
to which students were exposed to entrepreneurial concepts and
influences and recommended ways that the education system
could be modified to enhance the development of an
entrepreneurid environment. One of the purposes of this study
was to establish data which could be used as a benchmark in
measuring the impact over time of efforts made to breed a
stronger entrepreneuria culture in the region.

Since the release of the PEP study, al four Atlantic provinces
have introduced enterprise or entrepreneurship education into
their high school systems. Although approaches to this
education vary throughout the region, commonalities include
project-based learning, a greater than usua use of guest
speakers, utilization of case materials, and a focus on business
planning and business and economic issues. Unlike the high
school curricula, which tended to be developed independently
within each of the four Atlantic provinces, the introduction of
enterprise content into the remainder of the school system has
proceeded in a more cooperative manner. The Atlantic
Provinces Education Foundation (APEF) has coordinated much
of this activity, spearheading the development of regional
programming, in cooperation with ACOA and the four
Departments of Education. Since 1990, there has aso been a
substantial increase in the number and quality of
entrepreneurship programs offered at the post-secondary level
throughout the region.

This chapter summarizes some of these developments and
includes a discussion of early impacts on the entrepreneurial
attitudes of grade 12 students (the end product of the
compulsory education system).
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Entrepreneurship Education at Pre-High School Levels

In 1991, the Maritime premiers issued a challenge to their
respective Ministers of Education to formulate an initiative for
the regiona development and implementation of curricula,
professona development and in-service programs in
entrepreneurship education. In response to this challenge, by
1993 APEF had produced a proposal which was designed to
build on progress already achieved in the field by individual
provinces, but specifically focused on elementary grades K-6.

The project addressed programming in both official languages.
The English language component of the project concentrated on
the completion of entrepreneurship learning materials for usein
elementary schools, a program which was currently under
development by the PEP group a Mount Allison University and
the New Brunswick Department of Education. The project also
addressed the teacher training and professional development
requirements of this new approach to education.

An andysis of the French language curriculaidentified possible
areas where the vaues, skills and attitudes associated with
entrepreneurship could be integrated and also served as a
framework for the teacher training and professional
devel opment components of a francophone project.

Through the efforts of APEF and the various other partners, the
project has met with a good deal of success. The English
language program, Pathways to Enterprise, was piloted in the
region during the 1995 school year, and was set to be integrated
into the curriculafor grades 3 through 8 in each province by the
fdl of 1996. The French language program is scheduled to be
introduced in grades up to grade 3 in the fall of 1996, and into
grades 4-6 by fall, 1997. In addition to the implementation
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phase, appropriate training of teachers in both languages has
been ongoing.

The original PEP study identified a lack of entrepreneurship
education at the elementary level as an important deterrent to
the development of an enterprising culture throughout the
region. The progress made in the implementation of this
initiative should make a substantia contribution toward
addressing this deficiency.

Entrepreneurship Education in Atlantic High Schools

The first approaches to addressing the deficiencies in
entrepreneurship education identified in the original PEP report
took place throughout the region at the high school level. In
1995, the Université de Moncton conducted a follow-up to the
survey® to draw comparisons between the attitudes of grade 12
students towards entrepreneurship in 1989 and those of 1995
grade 12 students. Although this was not a longitudinal study,
in that the groups of students surveyed were different, a
reasonable degree of consistency with the 1989 report was
attained by surveying students attending grade 12 at the same
schools and by using the same survey instrument. The sample
sizeswere virtualy identical, 4,849 in 1989 and 4,864 in 1995.
Census data were incorporated to describe and analyse aspects
of the economic redlity of the localities in which the students
lived.

The questionnaire made it possible to collect data on a number
of variables intended to measure attitudes towards, exposure to,
and experience with entrepreneurship both inside and outside
the school environment. These included interpersonal contacts

51The Intention to Become an Entrepreneur: A Comparison of Two Cohorts of Grade 12 Students in the
Atlantic Provinces, 1996, Draft Report, Université de Moncton, Moncton.
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and networks, the intention to become an entrepreneur, persona
characteristics and competencies, and students beliefs with
regard to business-related issues. These variables were further
divided into measurement scales, as can be seen in Charts 6.1
through 6.4. Students were asked to indicate over arange of 1
(low) to 9 (high) their opinions on each of the scales identified
in the questionnaire. The results of this 1995 study are
summarized below.

Main Results for the Combined Cohorts of
Atlantic Canada Students

Two thirds of the students surveyed in 1995 were 17 years old,;
dightly more than half were female. Ninety percent were born
in the Atlantic region and had spent almost all of their lives
there. Approximately one third had experience running their
own businesses. A large majority (86%) expressed an intention
to pursue post-secondary education, with dlightly more than
50% planning to attend university. More than a third would
prefer to work outside the Atlantic region; an additional onein
five expressed a desire to work somewhere in the region other
than their present location. The survey also investigated the
demographic profiles of the communities in which the students
lived. Unemployment rates in these communities were higher in
1995 than in 1989 (18% vs 16%); however, average household
income was substantially higher ($38, 512 vs $28,713).
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CHART 6.1
Atlantic Canada Students

9
g —=—1995 NETWORK
7 —2—1989
26 *ES>0.15
=
@ 5
=
3
g 4
3
2
13 T T T T T T T T T T T 1
A B C D E F G H I J K L
A = Entrepreneurs: fmqﬂy network G = School contacts: business world
B = Entrepreneurs: social network H = Awakening to a careet: school
C= Female entreprencurs . . I= Leamning about the world of business: school
D = Awakening to entrepreneurship: social nework J = Developing entreprencurial qualities: school
E= Encou.ragen-xent: SOCI?ll networ'k K = Contacts with the business world: media
F = Experience in managing a business L = Image of the Atlantic Provinces: media

Source: Intention to Become an Entrepreneur

CHART 6.2
Atlantic Canada Students
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As in 1989, the 1995 cohort reported few contacts with
entrepreneurs.  On average, they reported knowing 11
entrepreneurs, of whom two were family members. Overdl,
students fdlt that the impact of their socia milieu in making them
aware of entrepreneurship or in providing encouragement to
start or acquire a business was moderately weak on a scale
ranging from very weak (1) to very strong (9).

In 1989, about 10% of grade 12 students stated they had not
been exposed to entrepreneurship-related content in any
courses. By 1995, 99.3% of grade 12 students had been exposed
to content in anywhere from one to five courses; 45% of these
students had learned about entrepreneurship in three or more
courses compared to 30% in 1989.

A review of Charts 6.1 through 6.4 indicates that the two
groups of students reported similar experiences in school.
Contacts with the business world, learning things related to
business, and being made aware of entrepreneurship as a career
choice were rated as moderately weak. On the other hand,
students considered the opportunities provided at school to
develop the qualities of entrepreneurs (for example, leadership,
problem solving, initiative, self-confidence and the need for
achievement) as moderately effective. Students cited the media
moderately frequently as a source of information about the
business world. Overall, students considered the image of the
Atlantic region presented by the mediato be rather neutral.

Although students felt the economic vitality of the region where
they live was moderate, and had only a moderately positive
perception of the degree to which business people fulfilled
their sociad obligations, they felt relatively strongly
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CHART 6.3
Atlantic Canada Students
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CHART 6.4
Atlantic Canada Students
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that small and medium-sized businesses make an important
contribution to society and that people living in a given region
should encourage the creation of new businesses in their area.
They fdt that should they start a business they would receive a
moderately strong level of encouragement and a moderate level
of financid support from people they know. While students had
a moderately high level of admiration and respect for business
people, they rated their degree of interest in business and their
persond efficacy to start a business as moderately weak.
Students rated themselves as possessing a moderately high level
of smilarity to persons with entrepreneurial skillsin the areas of
need for achievement, leadership, drive and energy, and self-
confidence.

Despite the relatively positive view of the role of business and
their own persond skills, the intent to start a business was rated
as moderate. However, many of those that were interested in
becoming entrepreneurs were very interested. Approximately
one quarter of the students held strong entrepreneurial
intentions, with an additional 45% having moderate intention
scores. The probability that students would locate a businessin
the region where they currently resided was moderately weak;
however, the probability that it would be located somewherein
the Atlantic provinces was somewhat higher.

What’s Changed Between 1989 and 1995?

One of the more interesting sections of the Intention to Become
an Entrepreneur (IBE) report is the comparison between the
1989 and 1995 cohorts with respect to their networks of
contacts with entrepreneurship, their intention to become
entrepreneurs, and their competencies and beliefs. A review of
Charts 6.1 through 6.4 indicates that, in the Atlantic region as
a whole, there have been only a few significant changes. The
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1995 cohort felt that they were exposed to the business world
to a greater extent than the 1989 cohort did, and that they had
agreater knowledge of female entrepreneurs. They aso felt that
the media was marginally more positive in its reporting of
economic issues in the region and tended to have a dightly
higher regard for the manner in which business people carried
out their socia responsbilities. In the important areas of
intention to become a business owner and competency,
however, the 1995 students were amost identical with the 1989
cohort.

The IBE report also provided valuable information with regard
to English and French students by province. Although the
results for the region as a whole were relatively stable, changes
were observable within some of these sub-groups. This is
encouraging for the population as a whole, since significant
changes were not expected in the short term given the large
numbers of students surveyed, the fact that not all were exposed
to entrepreneurship education, and the fact that these programs
had not been delivered to the same extent and over the same
time frame in all of the Atlantic provinces. It should aso be
kept in mind that efforts to promote entrepreneurship were
intended to bring about long-term attitude changes and had been
in place for arelatively short period of time.

Chart 6.5 reveds that anglophone students in New Brunswick,
for example, had more opportunities to learn about business
than they did in 1989. These students dso knew a dightly higher
number of female entrepreneurs, had dightly more experience in
managing their own businesses, and had been in contact with the
business world dightly more often. They aso had a dightly
more positive perception of the degree to which business people
fulfill their socia responsibilities and had perceived dightly
stronger self-efficacies to start businesses.
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CHART 6.5
New Brunswick Anglophone Students
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There were few changes between the two surveys of
francophone students in New Brunswick, except that the 1995
group felt that they received dlightly more frequent contacts
with the world of business at school and perceived a dightly
more positive image of the Atlantic Provinces as presented by
the media

In contrast with the relatively positive experience of
New Brunswick Anglophones, results among Nova Scotia
Anglophones appeared to favour the 1989 group. Studentsin
1995 reported that they were less exposed to opportunities to
develop entrepreneurial qualities at school and rated their
knowledge of entrepreneurship and management skills lower
than the 1989 group. They had a dlightly more positive
perception of the degree to which business people fulfilled their
social responsbilities, but were dightly more negative in
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assessing the economic vitality of their region and had dightly
less desire to participate in business-related activities.

CHART 6.6
Nova Scotia Francophone Students
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Like their anglophone counterparts, francophone students in
Nova Scotia were less positive about entrepreneurship issuesin
1995 thanin 1989. Students in the 1995 group had moderately
less experience in managing their own businesses and had a less
positive image of the Atlantic region as presented by the media.
They were lesslikey to intend to start their own businesses and,
as Chart 6.6 indicates, rated themselves lower in leadership
qualities and self-confidence than the 1989 group. Chart 6.7
demonsgtrates that Nova Scotia francophone students were less
positive in assessing the economic vitality of the region, and had
less positive beliefs that business people carry out their social
commitments satisfactorily, less interest in the business world
and alower degree of desire to participatein it.
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CHART 6.7
Nova Scotia Francophone Students
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Anglophone students in Prince Edward Island were dightly
more positive in 1995 than in 1989. Although they had less
experience in managing their own businesses and had a weaker
intent to become an entrepreneur, they had a dightly more
positive image of the Atlantic Provinces as presented in the
media, and consdered their leadership qudities more positively.
As Chart 6.8 indicates, they had a higher opinion of the
economic vitaity of the region, the degree to which business
people fulfill their social obligations, the importance of taking
action to create more smal businesses, and respect and
admiration for business people. The report cautions that the
results reported for Prince Edward I1land Francophones may be
satistically unstable because the small numbers of students
surveyed in both years might not accurately reflect the attitudes
of the entire student population. In any case, the 1995 group
felt they were presented with a more positive image of the
Atlantic Provinces by the media, but had fewer contacts with the

ENTREPRENEURSHIP AND EDUCATION 121



CHART 6.8
Prince Edward Idland Anglophone Students
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busnessworld through school. The 1995 students knew more
entrepreneurs among family members and their socia
environment, had received dightly more encouragement to go
into business, but knew fewer female entrepreneurs and had less
experience in managing their own businesses. As Chart 6.9
indicates, they reported a stronger desire to become an
entrepreneur and to locate their business in the Atlantic region,
possibly wherethey live. This group rated themselves highly in
all of the persona competencies except attitudes and values, and
had relatively strong feelings of personal efficacy and desire to
engage in business-related activities (Chart 6.10). They also felt
dightly stronger than the 1989 group that business people fulfill
their social responsibilities, that the creation of new businesses
should be encouraged, and that they would receive a high
degree of encouragement should they decide to start a business.
They had adightly stronger interest in the world of business and
admiration for business people, but were not quite as cognizant
of therole of small businesses in the economy.
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CHART 6.9
Prince Edward Island Francophone Students

9
(3 [=ss INTENTION
) x
363 *ES>0.15
5 . .
s
24
3
2
1 T T 1
A B C .

A =Intention of becoming a business owner
B = Probability: start a business in the region
C = Probability; start a businessin the Atlantic Provinces

Source: Intention to Become an Entrepreneur

CHART 6.10
Prince Edward Island Francophone Students
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The most significant change between the 1989 and 1995
cohorts took place in Newfoundland. The 1995 students were
more likely to know female entrepreneurs, to make contacts
within the business world, to learn about business and to be
awakened to an entrepreneuria career through school. To a
lesser extent they felt school was more successful in assisting
them in developing entrepreneurid qudities, they used the media
to make contact with the business world, and felt the media was
relatively positive in its presentation of the Atlantic Provinces.
As Charts 6.11 and 6.12 indicate, the 1995 cohort also rated
themselves higher than the 1989 group in al of the
competencies and beliefs categories.

In summary, two groups clearly showed more positive changes
than the other groups: the francophone students from Prince
Edward Idand and the Newfoundland students. Anglophone
students from both Prince Edward Island and New Brunswick
also showed more positive attitudes, although to a lesser extent.
New Brunswick’s francophone students tended toward the
status quo. Findly, in Nova Scotia, for both the anglophone and
francophone students there appeared to be a degree of inertia,
or even dippage, in terms of entrepreneurial awareness. This
mixed result is puzzling and should be followed up with more
in-depth andyss. One possihility for further investigation arises
from the fact that although each province has introduced
programs in enterprise and entrepreneurship, there may not be
consistency in the approaches to the programs delivered, the
content and delivery methods utilized, the availability of local
examples and teaching materias, and the training available to
teachers involved from province to province. In addition,
Newfoundland was the first province to begin the process of
infusing enterprise/entrepreneurship education throughout the
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CHART 6.11

Newfoundland Students
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CHART 6.12
Newfoundland Students
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curricula, and to require at least two credits in enterprise
education for high school graduation. Because other provinces
were later off the mark, their students have not had as much
opportunity to be exposed to these programs.

What Determines the Intent to Become an Entrepreneur?

The IBE research group further examined the relationships
between an expressed high level of intent to become an
entrepreneur and other survey variables to determine which
were most closdly related. Sociologica variables within an area,
such as unemployment rates, levels of literacy and average
income appeared to play relatively minor roles in determining
entrepreneuria intentions. A more significant part was played
by students’ entrepreneurial experiences, such as awakening to
entrepreneurship through socia networks or in school. The best
predictors, however, were the beliefs and competencies of the
students, the most important of which were the desire to engage
in business-related activities, the degree that students believed
they have the personal competencies often observed in
entrepreneurs, feglings of personal efficacy, and knowledge and
skillsin entrepreneurship (Chart 6.13 and 6.14). It would appear
that, from an education perspective, programs that concentrate
on the enhancement of these attributes have the greatest impact
on development of an entrepreneurid culture. As the IBE report
points out, this enhancement may well be along-term result of
entrepreneurship education in schools and of government and
indtitutiona initiatives designed to promote entrepreneurship in
the media and the community. Thus, it will take longer to
produce significant changes in trends.
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CHART 6.13
Atlantic Canada Students
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CHART 6.14
Atlantic Canada Students
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Entrepreneurship Education in a Post-Secondary Setting

The third mgor component of entrepreneurship education in the
Atlantic region consists of programs offered at post-secondary
ingtitutions. A recent survey conducted by Memoria
University’s P.J. Gardiner Institute for Small Business Studies
indicates that, in response to a recognition of the growing need
for entrepreneurship education, many of these institutions are
increasing the program emphasisin thisarea. The survey was
forwarded to 40 community colleges and universities in the
Atlantic region. Thirty responses were received, for a return
rate of 75%. Twenty-nine of the respondentsindicated that they
offered small business and/or entrepreneurship courses; over half
of these were introduced in the 1990s. These programs tended
to be introduced in response to student demand and a need to
enhance entrepreneuria skills. There were between 50 and 99
students in atypical program, and enrollments were generaly
increasing. In addition, one ingtitution, Memoria University,
reported an annud enrollment of well over 300 in a compulsory
entrepreneurship course within its business program.

Charts 6.15 and 6.16 demonstrate the value and productivity of
these programs. Respondents rated the programs as valuable to
both the ingtitution and to the student body. Most, in fact, saw
the programs as deserving a five, on a scale of 1 (low) to 5
(high). Respondents were also asked to detail the most common
outcomes of these programs. Programs were rated highly in
terms of the development of business plans and the generation
of businessideas. Business start-ups lagged a little, probably
because many students have a preference to obtain rea world
experience as a prerequisite to entrepreneurship. There were a
number of different approaches to delivering these programs.
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CHART 6.15
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CHART 6.16
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In afew instances, the traditional classroom style, a combination
of lectures and case analysis, was used. The magjority of
programs, however, required the completion of business plans
for entrepreneuria projects. Surprisingly few used cases as the
main teaching vehicle. Some of the other innovative methods
utilized involved student consulting, guest speakers, and work
placements. A mgority of respondents felt that entrepreneurship
should be incorporated into other business subject areas and,
indeed, other faculties, but none indicated that this was currently
being done to any great extent at their institution. Aswith the
remainder of the courses delivered by the faculty, gender
distribution was about equal, and there was little difference
between the age and experience level of students.

Outreach Entrepreneurship Education and Training

Twelve of the thirty institutions which responded to the
guestionnaire indicated they were involved in the delivery of
entrepreneurship programs to an audience outside of their usual
student bodies. These programs ranged in length from thirty
classroom hours delivered over a ten-week period, to forty
weeks at thirty-five hours per week. There were usually about
20 students enrolled in the programs;, most required that the
participants be displaced fishery workers, unemployed
individuals, or recipients of other social benefits. Considering
the wide range of program lengths, it is not surprising that there
were wide variations in the teaching methods, materials, and
subject matter of these programs. Ten of the twelve respondents
reported that they did not keep statistics on the number or types
of businesses sarted by graduates; however, of the two that did,
one reported a start-up rate of over seventy percent, with the
other somewhat lower than that. Gender distribution was about
equal, with the typica participant holding a high school diploma
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Summary

Therole of education in bringing about socia change is widely
recognised. The creation of an enterprising or entrepreneurial
culture in the Atlantic region presents our education system at
al levels with a tremendous challenge. It is particularly
interesting to consider the evidence presented in the IBE report
of the development of a more entrepreneurial mind-set in high
school studentsin Newfoundland. Although the report does not
directly link this change in attitude to that province's high
school enterprise education program, it is surely more than a
coincidence that this province, first off the mark in the field, is
also the first to exhibit such an improvement. Given time, the
impact of this approach to education should be felt in the
remainder of the region. The introduction of entrepreneurship
education into the elementary school system, athough in its
infancy, should result in an awakening to the development of
entrepreneuria attitudes and characteristics at an even earlier
stage.

It is also encouraging to note the increase in the number of
entrepreneurship programs offered at the secondary level. The
interest exhibited in this type of program by students indicates
an awareness that entrepreneurship isavalid career alterndtive,
and augurs well for the region. Too often, our best trained
graduates of secondary ingtitutions are the first to leave the area.
Entrepreneurship offers these people an alternative, an option to
stay and participate in the region’s development. It isthrough
the education system at al levels that the growth of an
entrepreneurial culture will take place.
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ABOUT ACOA
Building a Stronger Economy Together

ACOA’s mandate

The Atlantic Canada Opportunities Agency (ACOA) is afedera
government economic development organization mandated to
work with businesses, business organizations, provincid
governments and other federal departments to help create more
and better employment opportunities in Atlantic Canada.

Our strategy

Because new employment is the direct result of business growth,
particularly anong smal- and medium-sized enterprises (SMES),
ACOA seeksto provide people with the encouragement, advice,
access to capital and information, and the technology they need
to start and expand their own businesses.

Our priorities
To carry out this strategy, ACOA focuses on five man
economic development areas.

. Entrepreneurship — because SMEs generate more than
90 per cent of al new jobsin Atlantic Canada.

. Trade — because every $1-billion increase in exports
creates 11,000 jobs.

. Innovation and Technology — because innovative
companies are growing companies, and growing
companies create jobs.

. Business Management Practices (BMP) — because
forma BMP make companies more productive and
resilient.



. Access to Capital and Information — because adequate
access simulates business start-ups and expansions and
job creation.

Our services
To meet its objectives in each economic development area,
ACOA adminigters, or isinvolved in, anumber of key programs
and activities:

. Business Development Program — designed to help
SMEs establish, expand or modernize by offering access
to capital in the form of interest-free, unsecured
repayable contributions.

. ACF Equity Atlantic Inc. —a $30-million venture capital
fund, designed to address the deficiency in venture
capital availability in Atlantic Canada.

. Community-Based Economic Development — Grass-
roots efforts by communities, with ACOA’ s support, to
improve their economic conditions.

. Canada Business Service Centres — a network of five
centres providing business-related services and products
to SMEs and aspiring entrepreneurs in the region.

. COOPERATION Program — federal/provincial, cost-
shared agreements designed to improve the environment
for economic growth in Atlantic Canada

. Pan-Atlantic  Programs  in Entrepreneurship
Development, International Business Development and
Tourism.
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. Advocacy, Coordination and Procurement — continuous
efforts to represent the region’ sinterests and to secure
more federal government contracting opportunities in
the Atlantic provinces.

ACOA isdsoinvolved in anumber of other activities designed
to improve the region’s general economic health, such as:

. Canada Infrastructure Works Program
. DND Base closure adjustment activities
. Borden-Cape Tormentine redevelopment programs

THE INDUSTRY PORTFOLIO

ACOA operates within the Industry Canada Portfolio, which
includes 13 departments and agencies that report through the
Minister of Industry to Parliament, to enhance employment
opportunities for Canadians through SME development; trade
and foreign investment; innovation and technology; and
employment opportunities for young people.
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