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Foreword

One year ago, restrictions and
other measures put in place by

governments to fight the
pandemic started to hit Canadian
businesses.

Lockdowns, capacity limits, travel
bans and PPE obligations are just
a few examples of how suddenly
business conditions were turned
upside down.

Impact: Three Core Metrics

This report, based on exclusive
CFIB data, shows how
thousands of independent
businesses in all regions and
industries experienced the
past 12 months and how it
changed their reality.

We hope this 'story behind the
storefront’ will be as
informative for you as it was
for us at CFIB as we continue
our work to make the road
ahead less bumpy for small
businesses.

Laura Jones
Executive Vice-President
and Chief Strategic Officer

Back in mid-March 2020, COVID-19 was largely unknown and spreading fast, leading
governments to take bold and unprecedented public health measures to contain the virus. These
measures, which significantly impacted businesses' capacity to conduct their usual operations,
are still mostly in force today. Since the beginning of the pandemic, the Canadian Federation of
Independent Business (CFIB) has been collecting data on business conditions almost in real time
[1]. CFIB also started its Small Business Recovery Dashboard [2] to track the economic impact,

based on three core metrics:

March 2021 - Canadian Small Businesses:

AN
Fully open Fully staffed Normal sales

62% 44% 31%

Source: CFIB, Small Business Recovery Dashboard, data as of 2021-03-09 [2]



of Canadian small
businesses strongly agree
that their provincial
government has done a good
job handling lockdowns an
business restrictions

Source: CFIB, Your Voice - March 2021 survey [

heir sales
f or more

" fuu

permanently let go employees

‘they would have otherwise kept
o I o Source: CFIB, COVID-19 recovery survey - November 2020 [5]




Takeaway #1- The Rules Have
Changed For Small Business

Lockdowns and restrictions have completely changed the business environment

After the first COVID-19 case was reported in Canada on January 25, 2020, business
restrictions were very soon issued by the federal government (international travel: March
18 & 21, April 15) and by the provinces (restrictions on gatherings, capacity and non-
essential services issued as soon as March 12 (NB) and up to April 3 (PEl)) [6]. The chart
below shows the impact on activity has been immediate and dramatic:
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Restrictions, which were initially expected to last for two weeks, are still in place today,
forcing small business owners to pivot and rethink how they do business. Plexiglass barrier
shields, hand sanitizer at the door and face mask policy signs are the new normal.

The rotating lockdowns have hampered any ability to plan. We
have a large winter stock that did not sell because we went into
lockdown. Now we are trying to plan for summer with no money
left and potentially entering another change to red status.

- Retail Business Owner, Ontario, March 2021
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Business Navigators

With the pandemic, the landscape has gone from tricky to incredibly challenging to
navigate for most independent businesses. Countless lesgislative and regulatory
changes, brand new major business support programs and a new labour reality

mean that business owners must:

- Learn more about keeping their business open and developing a plan for dealing

with COVID-19.

- Get the right information on financial aid programs such as CEBA, CERS, CEWS or

work-sharing programs.

- Familiarize themselves with best practices for managing their employees and

keeping them safe.

business concillors answered a record 78,000 member and non-member
calls in 2020 from businesses seeking advice on how to navigate the business
environment. Of those, about half were related to COVID-19, including 12,500 calls
from non-members. This year is on track to be very busy as well. If you are a
business owner, you can contact CFIB business councillors through our helpline at

or at


https://www.cfib-fcei.ca/en/small-business-resources-dealing-covid-19

Takeaway #2 - Small
Businesses Are Pivoting

Most have changed/will change their business model due to COVID-19

Unprecented times call for unprecedented actions. That's why many entrepreneurs started
seeing and doing things in an entirely different way over the past 12 months:

of business owners agree that their
business model (what/how they

O sell) has already changed or will
O permanently and significantly

change, due to the pandemic

Source: CFIB, Your Voice — March 2021 survey (3]

Everything from dance classes to therapy appointments went online. Craft distilleries
started making hand sanitizer, restaurants changed their menus to accommodate take out,
and face mask production became popular.

[Our business is a] home decor small business, 4 years old.
Eclectic one of a kind [...]. Created a reputation of very unique
shopping experience and destination. Pivoted many times during
the last year... created an online store but the business model was
always one of the customer experience while in the store.

- Ontario Business Owner, March 2021
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Takeaway #3 - Sales and
Profits Falling, Debt Soaring

A $135-billion COVID-19 tab for Canada's small businesses

Many Canadian small businesses are in a risky financial situation right now, with an
average debt per business of $170,000, and this figure nearly doubling in some sectors:

% % | S
SPECIAL FEATURE 73 76 *170,000
SMALL BUSINESS DEBT Took Will take Average Debt |
on Debt more thana Per Business |
year to repay* '

(Median is $60,000)
*Businesses that took on debt due to COVID-19.

TOTAL COVID-19 $1 35

Small Business Debt e

in Canada Billion
Sectors with Sectors with
highest most businesses
average debt in debt
$329,000 91%

$242,000 4213000 87% 87%
- $170,000  73%
Agriculture&  Arts, recreation  Hospitality National Social Arts, recreation  Hospitality
natural resources & information average services & information

Source: CFIB (2021), Small business debt and profitability: The COVID-19 Impact [9]

‘ ‘ | am going to lose my business if the restrictions in Alberta aren't
lifted soon. As it is, | have accumulated over $90,000 in debt and
that number keeps going up. It will take me years to pay it off.
— Hospitality Business Owner, Alberta, January 2021
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Takeaway #4 - COVID-19

Support Remains Critical

T out of 10 businesses consider government supports critical to their survival in 2021

CFIB has surveyed Canadian entrepreneurs for almost 50 years and their message has been
fairly consistent over decades and decades: general tax relief for all should be prioritized
over business subsidies. But during the pandemic, businesses were locked down by
governments in order to protect the public. They should not be on the hook for these costs.

2018

Measures most likely to help the business

grow

Reduce taxation 26%

Get rid of unnecessary regulations and red

|
Sty 75%

Help keep costs of business inputs as low | ‘ 63%

as possible
Assist with labour skills development ‘ 42%
Provide greater accessibility of financing | | 27%
Provide more grants and subsidies . 25%

Create more government programs to

support innovation e

Help open up new markets for my |

products | 14%

Other 8%

Source: CFIB, 2079 federal election survey [11]

2021

"Government programs (like CEWS, CERS,
CEBA or provincial small business relief
programs) are crucial for our business
survival in 2021"

Somewhat agree

21%
Net g |
Strongly agree . i | somewhat
50% agree: | . disagree
1% -

_ Strongly disagree
g 10%
W Don't
Not applicableknow/Unsure

5% 5%

Source: CFIB, Your Voice - January 2021 survey [8]

More needs to be done for the businesses that are new
corporations or new businesses. Many of my clients are not being
supported by COVID-19 relief and many small businesses are
getting a lot of coverage while some are not getting any at all.

— Professional Services Business Owner, British Columbia,

January 2021
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Small Business
Recommendations

Based on survey responses, CFIB is proposing a 6-point roadmap to recovery for small

businesses for the 2021 Federal Budget:

for small businesses until the entire
economy can reopen (including our borders) and small businesses can once again

serve customers in person.

Put in place a to small businesses. Any new
programs and initiatives should be funded through general revenues rather than
have the cost burden placed on small businesses. This includes any changes to

social programs, new fees and taxes.

and allow longer repayment terms for

loans.

Introduce significant to help reunite employees and employers,

as well as offset the cost of CPP/QPP increases.

Make a priarity, including eliminating unnecessary

regulations, putting things in plain language and simplifying forms and processes.

until small businesses can

fully open and benefit.

— e



Takeaway #9 - Entrepreneurs
Are Stressed Out And Tired

For entrepreneurs, COVID-19 is taking a toll on the personal side

CFIB data shows that it is not just finances that are fragile right now, with overwhelming
stress being a dominant emotion for entrepreneurs:

What three words would you use What three words would best

to describe 2020 for your business? describe how you feel about 2021?
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Source: CFIB, Your Voice - January 2021 survey [8]

Business owners who are struggling right now have resources available to them. The
Wellness Canada website (https://ca.portal.gs/) offers individual phone, video and text
counselling. Also, if you know a small business owner personally, a small check in could
make a big difference.

Being a renovation center, the pandemic did not impact my revenues
too much, however there was stress associated with guiding my staff
with all the different measures, adjusting each time, and explaining
everything to the customers. It is a year full of stress, continuous
adjustment and uncertainty, combined.

— Retail Business Owner, Quebec, January 2021
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Source: CFIB, COVID-19 Recovery Survey - November 2020 [5]
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of business owners mention say physical health impacts
overwhelming stress asone  (on themselves, their staff
of their top worries or others) is a top worry

Source: CFIB, Your Voice - February 2021 survey [4]
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Takeaway #6 - A Much Shorter

Business Outlook

The way to interpret entrepreneurs’ perspectives has changed

CFIB has been tracking small business owners' confidence on a monthly basis since 2008. In
the past 12 months, CFIB's Business Barometer® [1] has revealed that the short-term and
medium-term outlooks for Canadian entrepreneurs have started to diverge significantly:

Business Barometer Index, 3 and 12-month outlook — as of February 2021
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Source: cfib.ca/barometer [1]

This recent decoupling between entrepreneurs' 3-month and 12-month expectations shows
that while certain factors might improve the longer-term outlook (for example, vaccines),
many are still very much focused on immediate threats to their business survival.

Ours is a seasonal business depending on travel and tourism. With
virus variants and travel restrictions between provinces | expect
much of the same as the summer of 2020. So keeping costs down
just to keep the doors open.

— Hospitality Business Owner, Nova Scotia, February 2021
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Takeaway #1 - Retirement
Plans Are Being Re-Drawn

Business succession: Over a trillion dollars in asset transfers put on hold

In a 2018 research report [12], CFIB estimated that over $1.5 trillion in business assets would
be in play over the next decade, as nearly three quarters (72 per cent) of small business
owners intended to exit their business. As of early 2021, it seems most of these plans have
been shelved.

gogol 1in10

business owners agree that
COVID-19 has changed their

thinking about how they plan to
retire/exit their business

Source: CFIB, Your Voice - February 2021 survey [4]

Many business owners are delaying their retirement plans, and the majority feel that the value
of their business has gone down because of COVID-19. This has major implications for the future
of Canada's entrepreneurs and their families.

| was planning on retiring in 5 to 10 years and passing the business
on to my children. Now | don't know if there is a business to pass
on. | may be forced to “retire” my business and search for
employment elsewhere. Lots of other business owners that |
speak to are in a similar situation.

- Manufacturing Business Owner, Ontario, February 2021
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of business owners
say they will retire sooner
because of COVID-19

Source: CFIB, Your Voice - March 2021 survey (3]
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Endnotes

1 - CFIB has been conducting monthly surveys on business conditions since 2008 (with increased
frequency in Spring 2020). In addition, since March 2020, special weekly (then monthly) surveys have
been conducted with members to monitor the unique situation.

More details at cfib.ca/barometer and cfib-fcei.ca/en/covid-19-surveys.

2 - See the latest results from CFIB's Small Business Recovery Dashboard at

smallbusinesseveryday.ca/dashboard/

3 - CFIB, Your Voice - March 2021 survey, preliminary results for March 4-9, n = 3,351

4 - CFIB, Your Voice - February 2021 survey, February 4-28, 2021, n = 5,830

5 - CFIB, COVID-19 Recovery Survey - November 2020, November 20-December 11, 2020, n = 6,610

6 - Canadian Institute for Health Information, COVID-19 Intervention Timeline in Canada,

www.cihi.ca/en/covid-19-intervention-timeline-in-canada [accessed 2021-03-04]

7 - MATCHETT, Taylor, Ashley ZIAi and Mandy D'AUTREMONT (2020), Small Businesses’ Experience
with eCommerce during the Pandemic, Canadian Federation of Independent Business, November,

www.cfib-fcei.ca/sites/default/files/2020-11/Small-business-and-ecommerce-deck.pdf
8 - CFIB, Your Voice - January 2021 survey, January 12-31, 2021, n = 7,096
9 - MATCHETT, Taylor (2021), Small business debt and profitability: The COVID-19 Impact, Canadian

Federation of Independent Business, February, www.cfib-fcei.ca/sites/default/files/2021-02/SME-
Debt-and-Profitability.pdf
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Endnotes

10 - GAUDREAULT, Simon (2021), Canadian businesses and jobs at risk due to COVID-19 — Winter 2021
estimate, Canadian Federation of Independent Business, January, www.cfib-

fcei.ca/sites/default/files/2021-01/Businesses-and-jobs-at-risk-due-to-COVID19.pdf
11 - CFIB, 2019 Federal Budget and Election Survey, October 3-November 14, 2018, n = 6,615

12 - CRUZ, Marvin (2018), Getting the transition right, Canadian Federation of Independent Business,
November, www.cfib-fcei.ca/sites/default/files/2018-11/Getting-the-transition-right-succession-

planning-report.pdf

Front cover photo credits: Norma Mortenson from Pexels, Adam Melnyk from Shutterstock and

Jacob Lund from Noun Project.
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-18 -


https://www.cfib-fcei.ca/en

