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How important are small 
businesses to Canada’s 
economy? 



Industry Canada defines a small business as an 

“independent business with fewer than 100 employees 

and revenues less than $2 million” 

Small businesses account for approximately two-thirds of 

the employment in five Canadian industries: non-

institutional health care, construction, accommodation 

and food, forestry, and other services. 

What is a Small Business? 



Approx. 97% of Canadian firms have fewer than 100 
employees on staff. 

Canada has approx. 2.7 million self-employed 

individuals. 

Small businesses are a launching pad for 

entrepreneurs. 

Most Businesses are Small 
Businesses 



Distribution of Businesses 

76% 

24% 

Indeterminate have no payroll 

% of Economy 

SB % of  

Sector 

97.7% 

98.1% 



Account for more than 29% of the GDP 

Creates new jobs (accounts for 2 thirds of jobs) 

Offer customized unique services & products 

Creates new industries 

Encourages innovation 

Contributions of Small Business 
to the Economy 



Approx. 4 % of small businesses 

close after one year. 

Approx. 15% of small businesses 

close permanently within three 

years. 

Approx. 30% of small businesses 
fail within five years. 

 

Small Businesses Failure Rate 



Small Business Failure 



Management Inexperience 

 

Inadequate Financing 

 

Meeting Government Regulations 

Why Small Business Fail 



Forms of Private Business 
Ownership 

Sole Proprietorships 
A business ownership in which the sole proprietor’s status as an individual is 

not legally separate from his or her status as a business owner 

Partnerships 
An association of two or more persons who operate a business as co-owners 

by voluntary legal agreement 

Corporations 
A legal organization with assets and liabilities separate from the assets and 

liabilities of its owners 

Not-for-Profit Corporations 
Organizations whose goals do not include pursuing a profit 

 



Owner has complete control 

Owner is legally liable for business 

transactions. 

Business is taxed at owners personal tax rate. 

Very easy to form and disolve.  

Sole Proprietorship 



Two or more owners have complete control 

Owners responsible for managing business 

Owners have unlimited personal liability to 

business transactions 

Partners share profits and losses 

Taxed at personal tax rate 

Relatively easy to setup for multiparty 

ownership 

 

General Partner 



Owner does not control or manage business 

Owner is shares in profits and losses of 

business 

Taxed at personal tax rate 

Legally liable for the amount invested in 

business 

Provides an ability to attract investment to a 

partnership 

Limited Partner  
(must be a general partner) 



Legal ownership with a legal charter 

Ownership and management are separated. 

Many owners can be invested in corporation 

Profits taxed twice. Once at corporate rate and 

once at personal rate 

Legal liable is for only amount invested.  

Corporation  



Forms of Private Business 
Ownership 
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No profits allowed & no shares.  

Ownership has limited liability 

Except from paying income tax (but no profits) 

A lot of funds can come from non-owners and 

often non-customers (donators) 

Often clients don`t fully fund operations. 

Not-for-Profit Corporation  



Government 

Owned by government 

Profits are re-invested in firm 

Government liable for losses 

Co-operative  

An association of persons or firms who voluntarily 
cooperate for their mutual social, economic, or 
cultural benefit 

Can be formal or informal 

Public & Collective Ownership  



A contract-based business arrangement 

between a supplier of products or 

services(franchisor), and a dealer 

(franchisee), to produce and market the 

supplier’s good or service. 

Franchising 



ADVANTAGES 

Prior Performance 

Record 

Recognizable Company 

Name (Brand) 

Proven Business Model 

Tested Management 

Program 

Savings through Volume 

Purchases 

Benefits and Problems of 
Franchising 

DISADVANTAGES 

Franchise Fees 

Future Payments 

(Royalties) 

Linked to Reputation 

and Management 

Franchise Agreement 

Restrictions 

Tight Control 



Franchising agreements exist 

between franchisee and franchisor. 

Canada has 76,000 individual franchise 

businesses operating under 900 

different brand names. 

These franchises employ more than 

one million Canadians.  

More than $100 billion in sales each 

year 

Franchising overseas is a growing trend 

The Franchising Sector 



Franchising Success 
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