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Small Business Quarterly ! Fourth Quarter 2001

•  The number of employees of small busi-
nesses experienced a modest increase
(+0.5%) in the third quarter of 2001 com-
pared to the same period in 2000. All the
growth occurred in businesses employ-
ing between 20-49 employees (+2.0%),
as employment in businesses with fewer
than 20 employees dropped 1.0%.

•  The number of self-employed in British
Columbia continued to rise in the fourth
quarter of 2001, up 2.9% from the fourth
quarter of 2000. Both self-employed with
(+1.7%) and without (+2.9%) paid help
showed year-over-year increases.

•  The number of small businesses in Brit-
ish Columbia (excluding self-employed
persons) was unchanged from fourth
quarter 2000 to fourth quarter 2001. Mi-
cro-businesses (i.e., those employing
less than 5 people) increased 2.2%, but
all other size categories experienced
some decline. Businesses with 5 to 9
employees fell 1.0% and the number of
businesses with 10 to 19 employees
dropped 4.3%. The largest decline was
in the 20 to 49 employee category, which
was down 5.7%. Annually, the pattern
was similar, with only 0.1% growth from
2000 to 2001 overall, but 1.1% growth in
micro-businesses and declines in all
other size categories.

•  After five consecutive quarters of de-
clines, new business incorporations rose
slightly year-over-year in the fourth
quarter of 2001. However, the annual
average for 2001 was substantially off
the pace in 2000 (-8.2%).

•  Business bankruptcies were way up in
the fourth quarter with a year-over-year

increase of 38.8%. The increase may be
a combination of fallout from the Sep-
tember 11th terrorist attacks and the ef-
fects of heavy duties in the softwood
lumber sector that are driving small op-
erators out of business. Annually, busi-
ness bankruptcies were 12.7% higher
than in 2000. Consumer bankruptcies
were also up (3.2%) compared to the
previous year.

•  The number of commercial building per-
mits issued in BC dropped 9.7% in 2001.
Industrial business permits experienced
an even greater decrease, falling 25.1%.
However, Victoria bucked the trend, with
annual increases in both commercial
(+12.9%) and industrial (+48.0%) per-
mits.

•  Urban housing starts were up 27.0% in
BC in 2001, with much of that increase
occurring in Vancouver (+32.4%).

Business bankruptcies increased significantly in 2001 
and consumer bankruptcies continue to trend up
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Expectations of Manufacturers Showing Signs of Improvement

At the beginning of every quarter, Statistics
Canada surveys Canadian manufacturers
for their opinions regarding current business
conditions. The results of the most recent
Business Conditions Survey done in Janu-
ary suggest that manufacturers in British
Columbia are somewhat more optimistic
compared to the bleak expectations for
2001. However, many manufacturers still
report problems.
Inventories
On balance, manufacturers in BC feel that
inventories are too high.1 Although the per-
centage of producers reporting high invento-
ries has fallen from the 35 to 40 percent
range reported during 2001, there are still
24% of manufacturers that feel inventories
need to be brought down.

The balance of opinion is that inventories are too high,
particularly for large manufacturers
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Larger manufacturers (with annual ship-
ments of $10 million or more) are far more
likely to carry excess inventories than are
smaller producers. Most of the improvement
in satisfaction with inventory levels was with
the larger manufacturers, with the percent-
age of those feeling inventories were too
high dropping from 41% in the fourth quarter

                                           
1 Note that all figures quoted in this article are sea-
sonally adjusted except for sources of production dif-
ficulties.

of 2001 to 25% in the first quarter of 2002.
The balance of opinion of larger manufac-
turers (i.e., the percentage point difference
between those feeling inventories are too
high and those feeling inventories are too
low) fell from 31 to 18.
Production difficulties
There was a slight improvement in the inci-
dence of production impediments, with 64%
of all BC manufacturers surveyed reporting
no production difficulties, up from 62% in the
previous quarter. Reported difficulties in-
cluded working capital shortage (9% of all
manufacturers), raw material shortage (9%),
labour shortage (6% skilled, 1% unskilled)
and other problems (17%). Once again
there is a significant difference between the
problems experienced by larger and smaller
manufacturers. Labour shortages, particu-
larly skilled labour, are more prone to affect
smaller producers, with 21% reporting a
shortage of labour (17% skilled, 4% un-
skilled), compared to only 6% of larger
manufacturers (5% skilled, 1% unskilled).
This is likely due to the fact that the larger
producers can afford to pay higher wages
and therefore tend to attract a greater por-
tion of the available skilled workers.

Small manufacturers are more likely to experience
a shortage of skilled labour
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Despite the fact that a significant portion of
manufacturers report labour shortages, only



SMALL BUSINESS QUARTERLY RELEASED MARCH 2002 BC STATS 3

5% of the companies surveyed suggested
that they were looking to increase employ-
ment, and all of these were firms with less
than 300 employees. In fact, the balance of
opinion was that employment would con-
tract, with 20% reporting that they were
looking to reduce their workforce.
Orders
Although on balance more manufacturers
expected the number of new orders to fall
than to rise, far fewer companies were pre-
dicting a decline in new orders compared to
the previous quarter and more firms thought
orders would increase. In the fourth quarter
of 2001, 49% of manufacturers were con-
cerned about falling orders, and 10% be-
lieved the number of new orders was rising
for a difference of 39 percentage points. In
the first quarter of 2002, only 24% reported
falling orders and 17% suggested orders
were increasing, for a net difference of only
7 percentage points. Most of the improve-
ment occurred for the larger manufacturers
whose balance of opinion changed from –39
(percent of orders rising minus falling) to –5.
In fact, for smaller manufacturers, the bal-
ance of opinion dropped to –30 from –28.
There was also some improvement in the
percentage of producers reporting a backlog
of unfilled orders. The balance of opinion
increased 18 points from –48 to –30.
Production Volume
There were still more manufacturers plan-
ning to cut production (20%) than those ex-
pecting to increase production (16%), al-
though the balance of opinion (-4) was sig-
nificantly improved from that in the fourth
quarter of 2001 (-19).

The balance of opinion for expected volume of production varies 
depending on the size of the manufacturer
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Smaller producers tended to be more pes-
simistic on the whole with regard to antici-
pated production levels. Compared to larger
firms where only 18% expected to reduce
production, 38% of smaller firms reported
that inclination, a difference of 20 percent-
age points. The balance of opinion varied
from –19 for smaller manufacturers to –3 for
the larger producers.
Outlook
Although the balance of opinion for manu-
facturers in British Columbia is that invento-
ries are too high, new orders are declining
and production levels will fall, the outlook is
far better than it was three months earlier.
More producers are reporting a rise in the
number of new orders and an anticipation of
ramping up production compared to the pre-
vious quarter. This may be an indication that
the economy is starting to work its way out
of a recession and toward recovery.
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