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Entrepreneurs create more than businesses, they create communities. In
fact, all of Canada’s urban centres can trace their existence to groups of like-
minded business owners who made use of their regions’ features and nearby
resources to build local economies. Today is no different; independent
businesses and start-ups are vital sources of energy on which communities
grow and flourish. This year, in CFIB’s fourth annual instalment of
Communities in Boom, we identify the large and mid-sized cities in Canada

that have the entrepreneurial edge.

What makes an
entrepreneurial city?

There is no question that small and medium
enterprises (SMEs) are Canada’s engine of
growth. After all, SMEs employ about 52% of all
working individuals in the country. Businesses,
whether they are located in urban or rural
areas, play an integral part in the economic
and social well-being of communities. In this
study, Canadians can gain a better
understanding of the triumphs and hardships
of small business ventures.

There is no single best way to measure the
entrepreneurship quotient of cities, so CFIB
combines a range of approaches to arrive at a
series of scores. It may seem obvious, but the
surest signs of an entrepreneurial hot spot are
the presence of a high concentration of
entrepreneurs and a high business start-up
rate. It is also important that business owners
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have high levels of optimism and success in
their operations. Good public policy is also
critical, so we look at the presence of
supportive local government tax and
regulatory policies.

CFIB assembled 12 indicators. Drawing from
published and custom tabulated Statistics
Canada sources, the index also contains direct
perspectives from CFIB’s membership, which
numbers more than 108,000 business owners
across Canada. The city definitions are based
on Statistics Canada’s Census Metropolitan
Areas (CMAs) and Census Agglomerations
(CAs), which cover local economic regions
better than simply using municipal
boundaries. There are 100 CMAs and CAs with
populations above 25,000 in Canada. In some
cases, CFIB disaggregates CMASs in Toronto,
Montreal and Vancouver into core and
suburban areas, while Ottawa-Gatineau is split
into its Ontario and Quebec components.

Powered by Entrepreneurs.



@ k~ar"$pUBkgobmobkbrof i U@f qf bp 2

Entrepreneurship index
components:

The 12 core indicators differ substantially
from one another in the way they are
measured. Therefore, CFIB transforms each
one into a standardized index between 0 and
100. The CMA/CA with the lowest score is
given the O score, while the one with the
highest score is given 100. Every other city is
given a proportionate score within that range.
To arrive at a final score, the 12 index
components are placed into three major group
categories: presence, to indicate levels of
entrepreneurial activity; perspective, to
indicate their levels of optimism and business
expectations; and policy, to indicate the
influence of local governments on business
decision making. The scores of the three major
components are then combined to arrive at an
overall score and ranking. Slightly more weight
is applied on presence and policy indicators.

Presence:

1. Net business start-ups: The change in the
number of incorporated establishments as a
percentage of population, between June 2010
and June 2011. Source: Canadian Business
Patterns.

2. Businesses per capita: The number of
incorporated establishments in June 2011 as a
percentage of total population. Source:
Canadian Business Patterns and Census 2006.

3. Self-employment intensity: The number of
self-employed persons in incorporated
businesses from July 2010 to June 2011 as a
percentage of total employment. Source: The
Labour Force Survey.

4. Industry employment diversity: The
deviation of goods sector and service sector
employment from the CMA/CA average (20.8
per cent and 79.2 per cent respectively).
Source: Census 2006.

Perspective:

5. Future business performance: Percentage
of respondents who reported that they expect
their business to perform ‘Much better’ or
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‘Somewhat better’ in the next 12 months.
Source: CFIB Your Business Outlook Survey,
aggregate results, September 2010 to August
2011.

6. Future full-time hiring expectations:
Percentage of respondents who expect to add
to full-time employment levels within the next
3-4 months Source: CFIB Your Business Outlook
Survey, aggregate results, September 2010 to
August 2011.

7. Overall State of Business: Percentage of
respondents who reported that the general
situation of their company is ‘Good’. Source:
CFIB Your Business Outlook Survey, aggregate
results, September 2010 to August 2011.

Policy:

8. Cost of local government: Percentage of
respondents who indicate ‘cost of local
government’ as a major concern for their
business. Source: CFIB, Our Members’ Opinions
Survey, July 2010 to June 2011.

9. Local government sensitivity to local
businesses: Percentage of respondents who
give a ‘Good’ rating to their local government
on ‘Awareness of small business’. Source: CFIB,
Our Members’ Opinions Survey, July 2010 to
June 2011.

10. Local government regulation: Percentage
of respondents who indicate ‘government
regulation and paperburden’ as a major
concern for their business. Source: CFIB, Our
Members’ Opinions Survey, July 2010 to June
2011.

11. Local government tax balance: Ratio of
commercial property tax rate to the residential
tax rate. The total property tax rate used
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