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This report shows that Ontario, as well as Canada, show high scores on 
many of the entrepreneurship indicators captured in the GEM survey. 
With regards to societal perceptions of entrepreneurs, respondents 
from Ontario consider entrepreneurship a good career choice, assign 
high status to successful entrepreneurs and perceive media coverage of 
entrepreneurship as positive. On these dimensions, Ontario scores are 
in line with or slightly above the Rest of Canada, the United States and 
Australia, although other countries in the GEM project have slightly 
lower scores on these measures. 

Similarly, Ontario respondents generally score high on their 
perceptions of their individual attitudes towards entrepreneurship. 
They indicate they see good opportunities for entrepreneurship, they 
feel they have the skills and capabilities required to start a business, 
and they know other entrepreneurs who recently started businesses. 
The only lower score in this section is that Ontario respondents display 
a higher fear of failure if they were to consider starting a business. 
The strongly positive attitudes towards entrepreneurship translates 
into strong entrepreneurial intent, both in Ontario and in the Rest 
of Canada. This is higher than in the United States and Australia, 
although efficiency-driven economies display higher rates of intent 
on average. Ontario respondents, and those from the Rest of Canada 
also follow through on these intentions, resulting in the highest levels 
of total early-stage entrepreneurial activity (TEA) observed across the 
comparator geographies, both in terms of the number of individuals 
engaged in very early stage activities and those who have started 
businesses that have begun to pay wages or salaries within the last 3.5 
years. 

Despite these particularly high early stage TEA rates, Ontario, like 
the rest of Canada do not have particularly high rates of established 
business (EB) ownership, nor employee entrepreneurial activity. Thus, 
Ontario has a particularly high rate of churn, i.e. of entrepreneurs 
starting and exiting companies. The analyses show that approximately 
half of these exits are positive in that they are planned or arise from 
opportunities to sell the business, which implies that half of the exits 
are not necessarily beneficial to Ontario’s entrepreneurs. In addition, 
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the low rate of Employee Entrepreneurial Activity (EEA) in Ontario, for 
example in comparison to the United States, may be associated with 
the productivity gap Ontario is experiences as compared to the United 
States. 

In terms of demographics among early stage entrepreneurs, Ontario 
shows some differences as compared to the other countries and groups 
of countries. In the comparator countries, the age distribution adopts 
a bell-type shape, with the highest occurrence in the middle age 
categories, usually 25-34 years, and a slightly lower incidences in the 
younger and older age categories. Ontario, in contrast, has a noticeable 
spike in early-stage entrepreneurial activities among 25-34 year olds, 
and then also a slightly higher incidence among 45-54 year olds. In 
particular the activity of 25-34 year olds is remarkable, as Ontario 
is also displaying a lower rate of established businesses in this age 
category, in comparison with both the Rest of Canada and the other 
geographic comparators. 

Most geographic comparators show increasing rates of early-stage 
entrepreneurship with increasing education levels. Ontario follows 
the same pattern, although the incidence of entrepreneurship among 
individuals with at least some graduate experience is relative higher 
than in the comparator regions. 

As a final demographic analysis, we show that men are more likely 
than women to be engaged in early-stage entrepreneurship, as well as 
established businesses in all regions including in Ontario. However, 
the analysis also shows that the difference between men and women 
is smallest in Ontario, including with regards to opportunity-driven 
entrepreneurship. 

The GEM project distinguishes between opportunity-based and 
necessity-based entrepreneurship. Across all countries, opportunity-
based entrepreneurship is far more common than necessity-based 
entrepreneurship, and Ontario is similar to many other countries with 
a rate of around 80% of entrepreneurs having the motive of capitalizing 
on opportunities. 

SUMMARY
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Analysis of the industry distribution suggests that Ontario has 
comparatively high rates of entrepreneurial activity  - both early stage 
and established businesses – in the business oriented services sector. 
It also has among the lower rates activity in the consumer-oriented 
services sector, but early-stage activity is higher in this sector than that 
of established businesses, so this may change over time. In addition, 
Ontario entrepreneurs consider themselves to be highly innovative, 
both in terms of offering products that are new to some of all their 
clients and in terms of being ahead of competitors.

SUMMARY
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1.1. The Global Entrepreneurship Monitor

The Global Entrepreneurship Monitor (GEM) is the world’s largest 
longitudinal study of entrepreneurial activity and economic growth. 
The GEM project assesses individual entrepreneurial attitudes, 
activities, and aspirations in a wide range of countries on an annual 
basis. In 2017, over 100,000 individuals were surveyed in 54 countries 
around the world. Collectively, these countries represent about 68% of 
the world’s population and about 86% of the world’s GDP.

The uniqueness of GEM, compared to other major cross-national 
studies, is in its focus on the entrepreneur as the key unit of analysis, 
which enables monitoring the entrepreneurial process from its earliest 
stages.  

GEM uses data from an Adult Population Survey (APS) to examine 
entrepreneurs’ characteristics and behaviour, and data from a National 
Expert Survey (NES) to examine social-cultural, political and economic 
framework conditions in each participating country. Thus, GEM 
permits comparison of entrepreneurs’ characteristics, motives, and 
growth aspirations along with their societies’ “entrepreneurial climate”, 
as well as their attitudes towards entrepreneurship. 

The 54 participating countries represent three stages of economic 
development, as measured by the World Economic Forum (WEF) using 
GDP per capita and share of primary goods in the export mix:
 • Innovation-driven economies (IDEs) have a predominant 
  service sector and businesses that are relatively knowledge-
  intensive. Canada and Ontario are classified under this category. 
 • Efficiency-driven economies are in the middle range of GDP per 
  capita and their export mix includes more value-added products.
 • Factor-driven economies have low GDP per capita and expert 
  mainly natural resources. Only 4 of the 54 participating countries 
  are factor-driven. For this reason, this group has generally not 
  been included in the analyses below.

1. INTRODUCTION 
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1. INTRODUCTION Table 1: Country Classification

  Factor-driven Efficiency-driven Innovation-driven
  economies economies economies

 Africa Madagascar Egypt, Morocco, 
   South Africa

 Asia & Oceania India, Kazakhstan, China, Indonesia,  Australia, Israel, 
  Vietnam Iran, Lebanon, Qatar, Republic of
   Malaysia, Saudi Arabia,  South Korea, Taiwan, 
   Thailand United Arab
    Emirates, Japan

 Latin America  Argentina, Brazil,  Puerto Rico
  & Caribbean  Chile, Colombia,
   Ecuador, Guatemala, 
   Mexico,Panama, 
   Peru, Uruguay

 Europe  Bulgaria, Bosnia &  Cyprus, Estonia,
   Herzegovina, Croatia,  France, Germany,
   Latvia, Poland,  Greece, Ireland, 
   Slovakia Italy, Luxembourg,
    Netherlands, 
    Slovenia, Spain,
    Sweden, 
    Switzerland,
    United Kingdom

 North America   Canada, 
    United States

Based on the richness of the data set, GEM publishes reports at 
multiple levels: The 2017/2018 GEM Global Report covers 54 
participating countries. The 2017 GEM Canada report provides insights 
on trends and levels of entrepreneurship in Canada. This GEM Ontario 
report focuses on the province of Ontario, and it is designed to match 
the definitions of the 2017/2018 GEM Global Report.

The main objectives of this report are to

 a) Describe the principal trends of entrepreneurship in Ontario

 b) Compare entrepreneurship patterns between Ontario and Canada, 
  and other relevant jurisdictions, and

 c) Make practical recommendations to public policymakers and 
  other entrepreneurship community members aiming to promote 
  and cultivate entrepreneurial activity in Ontario.
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For a broader and complementary perspective on entrepreneurship in 
Canada, it is suggested to read the Ontario report in conjunction with 
the 2017/2018 GEM Global and Canada reports. 

1.2. Conceptual Framework

The GEM research framework, as illustrated in Figure 1, describes 
entrepreneurship within its ecosystem and recognizes the interaction 
of the entrepreneur’s behaviours and characteristics with the 
environment. 

GEM defines entrepreneurship as any attempt at new business or 
new venture creation, such as self-employment, the creation of a new 
business organization, or the expansion of an existing business by an 
individual, a team of individuals, or an established business.
GEM focuses on individual entrepreneurs and their contributions to 
economic growth and development in the context of an ecosystem 
with interacting components, providing unique measures of the 
economic growth ambitions of early-stage entrepreneurs. GEM’s Adult 
Population Survey (APS) produces an entrepreneurship profile based 
on measures of entrepreneurial attitudes, activities, and aspirations, as 
shown in Figure 1:

 • Attitudes: perceived opportunities and capabilities, fear of failure, 
  and the social status of entrepreneurship.

 • Activities: motivation for entrepreneurship, level of early 
  stage entrepreneurship, inclusiveness, sectoral distribution of 
  entrepreneurial activities, and rate of exits.

 • Aspirations: growth, innovation, international orientation, and 
  social value creation. These yield entrepreneurial outputs (new 
  jobs and new value added) which have socioeconomic 
  development outcomes and impacts.

1. INTRODUCTION 
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Figure 1: Conceptual Framework

GEM also measures effectiveness of framework conditions through 
its National and Provincial Expert Surveys (NES/PES). Nine 
Entrepreneurial Framework Conditions are regularly assessed: 
adequacy of entrepreneurial finance, government policy, government 
entrepreneurship programs, entrepreneurship education, R&D 
transfer, internal market openness, physical infrastructure 
for  entrepreneurship, commercial and legal infrastructure for 
entrepreneurship, and cultural and social norms. These framework 
conditions influence the rate and quality of total early-stage 
entrepreneurial activity (TEA) in a given economic and social setting.

1. INTRODUCTION 
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1.3. Research Methodology and Scope

For the Adult Population Survey (APS), the GEM-Canada team 
contracted an independent polling firm to contact randomly selected 
adults by telephone. The sampling was stratified to reflect the Canadian 
population based on age range, gender, and province.  While the 
Canadian and Ontario target respondents included adults in the 65-99 
age range, the global GEM report focuses on adults between 18 and 64 
years of age. To ensure comparability between Ontario, Canadian and 
international data, analyses below include only the 18-64 age range, 
with 1151 respondents for Canada and 722 for Ontario .
Respondents were asked the same series of detailed questions used in 
all  other GEM APS surveys. The questions focused on entrepreneurial 
attitudes, aspirations, and activities. 

In many respects it is useful to compare Ontario with other provinces, 
yet there is a lack of surveys of comparable subnational economies 
currently available against which to measure Ontario. To produce 
accurate results at the subnational level often requires additional 
sampling, as was the case for Ontario. Very few GEM participating 
countries conduct the survey at the subnational level. Thus, this report 
focuses on comparisons between Ontario and the rest of Canada 
(excluding Ontario), and provides averages for innovation-driven and 
efficiency-driven economies, as well as data for the United States and 
Australia for comparison. 

Chapters 2 – 6 of this report present results for Ontario, followed by a 
summary and policy recommendations.

1. INTRODUCTION 



GEM Ontario Report 2017

9

One of the frequently considered elements of an ‘entrepreneurial 
culture’ is how individuals – whether they are entrepreneurs or not – 
view entrepreneurship. The GEM survey distinguishes between how 
individuals view society’s values about entrepreneurship and how they 
view their own readiness to engage in entrepreneurship. It also then 
asks respondents whether they have intentions of starting a business in 
the future. 

2.1. Societal Values about Entrepreneurship

Overall, societal values about entrepreneurship are perceived as mostly 
positive around the world, with more than half of respondents in all 
geographic regions agreeing that entrepreneurship is a good career 
choice, that entrepreneurs enjoy high status, and that there is positive 
media coverage of entrepreneurship. 

Figure 2: Societal Values concerning Entrepreneurship

With regards to entrepreneurship as a good career choice, the 
difference between Ontario (64.6%), the Rest of Canada (66.2%), the 
United States (63.1%) and the average of efficiency-driven economies 
(65.7%) is minimal. All have higher scores than Australia (53.0) and 
the average of innovation-driven economies (57%). 

Respondents from Ontario (77.8%) and the United States (75.5%) are 
particularly convinced that successful entrepreneurs enjoy high status. 
In the other regions, the majority still agrees with the statement, but 
the rates range from 66.3% in efficiency-driven economies to 71.6% in 
the Rest of Canada. 

2. ATTITUDES 
TOWARDS 
ENTREPRENEURSHIP
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Media coverage of entrepreneurs is also considered positively; again 
Ontario respondents are most positive (77.5% agree), followed by the 
Rest of Canada (76.0%), the United States (74.5%) and Australia (74%). 
Countries not explicitly shown here have lower scores, as the average 
for innovation-driven (62.3%) and efficiency-driven economies (60.2%) 
is lower than the values shown in Figure 1.

2.2 Self-Perceptions about Entrepreneurship

There are four questions that relate to self-perceptions of respondents 
about entrepreneurship (see Figure 2). These are generally considered 
to be precursors to entrepreneurial intentions.

Ontarians, like North American respondents in general, score high on 
their assessment of opportunities (Ontario: 64%, Rest of Canada: 58%, 
United States: 64%), on their assessment of their skills, knowledge 
and capabilities to start a company (Ontario: 59%, Rest of Canada: 
53%, United States: 54%), and many personally know entrepreneurs 
(Ontario: 40%, Rest of Canada: 39%, United States: 33%). 

For the last dimension in this section, respondents were asked whether 
fear of failure would stop them from starting a business. Lower fear 
of failure would be the positive assessment, so Figure 2 shows a lack 
of fear of failure. On this dimensions, respondents from Ontario show 
the lowest score (49%), followed by the Rest of Canada (55%), and the 
average of innovation-driven economies (57%). Respondents from 
Australia (59%), efficiency-driven economies (31%) and the United 
States (67%) seem notably less inhibited by fear of failure.

Figure 3:  Self-Perceptions about Entrepreneurship

2. ATTITUDES 
TOWARDS 

ENTREPRENEURSHIP
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2.3. Entrepreneurial Intent

The GEM project focuses particularly on the early start-up phases, 
and is one of the few projects exploring the pre-startup phase. One of 
the key questions in this regard relates to the respondents’ intentions 
to start a business. Figure 4 shows the percentage of all respondents 
who indicate that they are expecting to start a business within the next 
three years, along with the percentage of respondents who are not 
entrepreneurs already, and who are expecting to start a business. 
Ontario’s rate of entrepreneurial intent (22.6%) is similar to that 
across the Rest of Canada (23.4%). In general, other innovation-driven 
economies (18.1%) show lower entrepreneurial intent, as is the case 
in the United States (19%) and Australia (15.3%). Efficiency-driven 
economies (30.1%) have higher rates of entrepreneurial intent.

Figure 4: Entrepreneurial Intent
 

Figure 4 also shows that, across all jurisdictions, non-entrepreneurs 
are less likely to intend to start a new business. In Ontario and the Rest 
of Canada, this difference is slightly more pronounced than in other 
jurisdictions. In fact, start-up intentions among non-entrepreneurs 
in Ontario (14.6%) and the Rest of Canada (13.9%) are in line with 
the average across Innovation-driven economies (15%), as well as the 
United States (14.5%) and Australia (13.2%). In Efficiency-driven (26%) 
economies, non-entrepreneurs are almost twice as likely to intent to 
start a new business. 

2. ATTITUDES 
TOWARDS 
ENTREPRENEURSHIP
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There are many uses of the term entrepreneurship. Commonly, 
the process of starting a business is considered the quintessential 
entrepreneurial activity. The GEM project refers to is at Total Early-
Stage Entrepreneurial Activity (TEA). By other definitions, the 
activity of running an established business (EB) may be considered 
entrepreneurship. A third definition also includes the entrepreneurial 
activity of employees employed in established companies (EEA). 
The GEM questionnaire asks respondents about all three activities 
and Figure 2 shows the results. For comparison, the rates of 
entrepreneurial intentions form the previous section are also included. 
Across the jurisdictions observed, Ontario (18.8%) and the Rest of 
Canada (18.7%) clearly have the highest TEA rates, ahead of efficiency-
driven (14.9%) economies, as well as the United States (13.6%) and 
Australia (12.2%). Innovation-based economies (9.2%) have the lowest 
TEA rates. The country with the highest TEA rate in 2017 is Guatemala 
(24.7%).

As can be expected the percentage of individuals who are actually 
engaged in starting a business is lower than the percentage of 
individuals who express the intent to do so. In Innovation-driven 
economies, this difference averages 8.9% points, and in Efficiency-
driven economies 15.2%. Australia has the smallest difference (3.1% 
points), followed by Ontario (3.8%), the Rest of Canada (4.7%) and the 
United States (5.4%).

Figure 5: Entrepreneurial Activity

3. ENTREPRENEURIAL 
ACTIVITY
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3.1. Total Early-Stage Entrepreneurial  
        Activity (TEA)

TEA consists of the stage of setting up a business, as well as the very 
early stage of running it: 

 1) The nascent entrepreneurship rate – the percentage of the adult 
  population who are currently engaged in setting up a business that 
  has not paid salary, wages or other payments to owners for more 
  than three months. 

 2) The new business ownership rate – the percentage of the adults 
  population who are currently owners/managers of new businesses 
  that have paid wages, salaries or any other payments to owners for 
  more than three months, but not more than 3.5 years. 

In general, there are more people engaged in the very early, 
unprofitable, stages of starting a business, than owners/managers who 
are starting to draw payments from their business activities. The only 
exception to this pattern are Factor-driven economies (not displayed 
here; 6.5% / 10.1%), where baby businesses outweigh earlier stage start 
up activities. 

Figure 6: Total Early-Stage Entrepreneurial Activity (TEA)

3. ENTREPRENEURIAL 
ACTIVITY
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3.2. Established Business Ownership & 
        Employee Entrepreneurial Activity

Coming back to Figure 4, there is information on Established Business 
(EB) ownership, as well as Employee Entrepreneurial Activity (EEA). 
EB rates for Ontario (7.5%) are well in line with the average of 
innovation-driven countries (6.8%) and the United States (7.8%). 
The Rest of Canada has a lower rate this year (5.3%), which is slightly 
unusual, and Australia has a higher rate (9%). 

The fact that Ontario and Canada have high TEA rates, but not 
particularly high EB rates suggests that many entrepreneurs enter and 
exit more quickly than in other countries. This could have positive 
outcomes for entrepreneurs, e.g. if entrepreneurship allows them 
to access better paying employment opportunities, or if they can 
profitably sell their companies. On the other hand, if many of these 
businesses end in failure without improved personal outcomes for the 
entrepreneur this would be problematic.  

Thus, the following section sheds light on entrepreneurs and their 
motives, and towards the end of this report (Section 6 - Exits) we 
present evidence regarding exits. 

One last type of entrepreneurial activity to explore is the EEA rate. 
EEA refers to the percentage of the adult population aged 18–64 years 
who, as employees, have been involved in entrepreneurial activities 
such as developing or launching new goods or services, or setting up a 
new business unit, a new establishment, or a subsidiary. It is typically 
considered an indicator for productivity, in that such entrepreneurial 
activity within existing companies is a likely source of productivity 
improvements.

Again, Ontario (7.5%) is similar to the United States (7.6%) and 
Australia (7.8%), and the rate in the Rest of Canada is higher (8.6%). 
The average in innovation-driven countries is lower (5.1%), and it 
seems remarkable that even a country like Germany with a strong 
reputation for innovation has a lower EEA (5.7%) than Ontario and 
Canada. 

3. ENTREPRENEURIAL 
ACTIVITY



GEM Ontario Report 2017

15

Entrepreneurs come from all walks of life and start their companies 
with many different motives. This section discusses some basic 
demographic trends among entrepreneurs in Ontario and around the 
world, including age, education and gender. 

4.1. Demographics of Entrepreneurs

Figure 4 shows TEA rates by age group. In general, TEA rates are 
similar in the 25-34 and 35-44 age categories, and lower in the younger 
and older age categories. There are two exceptions to this pattern: 
Factor-driven economies (not displayed here) have similar TEA rates 
across all age groups; and Ontario shows a particularly high TEA rate 
in the 25-34 year age category. 

Figure 7: TEA by Age

This pattern is quite different from the age pattern observed among 
established business owners (Figure 5). The percentage of established 
business owners is highest among the oldest age category included in 
Ontario (10%), and the Rest of Canada, the United States and Australia 
show similar patterns. Of course, it can be expected that owners of 
established businesses may be older as it takes time to establish a 
business. However, specifically the difference between TEA prevalence 
in the 25-34 category and the low incidence of established businesses 
in that category suggests that there may be high rates of exit in that age 
category, as well. In fact, additional analyses show that exit rates are 
almost three times as high in the 25-34 age category as in the 55-64 
year age category. Note that the analysis of exits in section ‘6. Exits’ 
shows that not all exist are due to failure of the business, and that exits 
differ by age group. 

4. ENTREPRENEURS 
AND THEIR MOTIVES
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Figure 8: EB by Age

With regards to education, TEA rates generally increase with formal 
educational experience. This pattern is particularly pronounced in 
Ontario, where the early start-up activities are most prevalent among 
individuals with graduate experience or degrees. (32.3%). In fact, high 
TEA rates among highly educated entrepreneurs have been consistent 
over several years for Ontario and Canada.  

Figure 9: TEA by Education

Finally, in terms of gender distribution, we observe that men are 
overall more likely to be engaged in entrepreneurship than women 
– both in terms of early start-up activities (TEA) and as established 
business owners (EB), as shown in Figure 7. In Ontario, 16.7% of 
women and 21.1% of men are involved in TEA, and 5.9% or responding 
women and 9.3% are involved in EB. 

4. ENTREPRENEURS 
AND THEIR MOTIVES



GEM Ontario Report 2017

17

Figure 10: TEA and EB by Gender

4.2. Motives for Entrepreneurship

Entrepreneurs have many different motives for starting companies. 
A common distinction between motives separates opportunity-
based entrepreneurship, targeted at opportunities in the market, and 
necessity-based entrepreneurship, which usually aims to provide 
income to entrepreneurs who cannot generate income in other ways. Of 
course, this distinction is not perfect, and some entrepreneurs identify 
with neither motive. 

Opportunity-based entrepreneurship is more common than necessity-
based entrepreneurship around the world, and Figure 10 shows 
percentages of respondents engaged in early-stage entrepreneurial 
activities (TEA), who identify with opportunity, necessity or other 
motives. 

Figure 11: Motives for Entrepreneurship

4. ENTREPRENEURS 
AND THEIR MOTIVES
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Ontario (79.7%), the Rest of Canada (78.8%), and Australia (82.1%) 
have rates of opportunity-based entrepreneurship that are aligned with 
those of innovation-driven economies on average (78%), the United 
States are slightly higher (86.2%), and efficiency-driven economies 
(71.9%) are slightly lower, but still also overwhelmingly driven by 
opportunity-based and other motives. 

As shown above in Figure 10, there are fewer women than men engaged 
in TEA in Ontario. Figure 12 expresses this difference as a ratio, with 
Ontario showing a female/male TEA ratio of  0.79, i.e. for every ten 
men engaged in TEA, eight women are, as well. In most other regions 
including the Rest of Canada, there are greater differences between 
the involvement of men and women in TEA, as suggested by the lower 
female/male TEA ratios.

The second ratio presented in the Figure is that of the female/male 
ratio specifically for opportunity-driven early-stage entrepreneurship 
rates. In Ontario, as in the remaining regions both ratios are relatively 
close to each other, suggesting that men and women engage in 
necessity versus opportunity driven entrepreneurship to approximately 
the same extent.  

Figure 12: Female / Male TEA Ratios
 

4. ENTREPRENEURS 
AND THEIR MOTIVES
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This section begins by exploring the distribution of entrepreneurs 
across industries, grouped into the extractive sector (e.g. agriculture 
and mining), the transforming sector (manufacturing), and services, 
divided into business oriented services and customer oriented services. 
This is followed by analyses regarding innovation, exports, and growth. 

5.1. Industries

The industry distribution of entrepreneurial activities shows that in all 
geographic regions, both start-ups and established businesses are most 
likely to be involved in service sectors. While all comparator regions 
have more than 70% of start-up activities in business or consumer 
oriented services, Ontario has the highest rate with 87%, followed by 
the Rest of Canada (81%). In addition, Ontario has the highest rate of 
business oriented services start-ups (44%), but among the lower rates 
of consumer-oriented services start-ups (43%) (see Figure 13). 

Figure 13: Industries (Total Early-Stage Activity)

5. INDUSTRIES, 
INNOVATION AND 
GROWTH
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Figure 14 shoes that this pattern is also reflected in the sector 
distribution of established businesses. 

Figure 14: Industries (Established Businesses)

Comparing industry distribution between start-up activity (TEA) 
and established businesses (EB), all geographic areas analysed 
show that start-ups (TEA) are more prevalent in consumer oriented 
services than established businesses. This trend is particularly 
pronounced in Ontario (16.3 percent point difference), the United 
States (15.2%), Australia (13.5%), and the Rest of Canada (12.3%). The 
average innovation-driven economy has a difference of  9.5 percent 
points, while the difference in efficiency-driven economies (4.9%) is 
substantially smaller. 

Conversely, there are fewer start-ups in the extractive and 
transforming sectors across all geographic areas. These differences are 
less pronounced, but in combination with the increase in consumer 
services, suggests that entrepreneurship contributes to the globally 
observed trend towards service-based economies.

5.2. Innovation

Innovation is captured in two dimensions, namely from the perspective 
of the product being new to all or some customers, and from the 
perspective of no other businesses offering the same product in that 
market (see Figure 14). In Ontario and the Rest of Canada, more than 
60% of respondents involved in start-up activities (TEA) indicate that 

5. INDUSTRIES, 
INNOVATION AND 

GROWTH



GEM Ontario Report 2017

21

their products are new to all or some customers (63.7% and 67.7% 
respectively). In comparison, in the other jurisdictions, this rate ranges 
from approximately 40% to 50% (see Figure 8).

Slightly fewer companies indicate that few or no other businesses offer 
the same product. The Rest of Canada has  highest rate of innovative 
start-ups by this definition (60.1%), followed by the United States 
(59%). Ontario (50.6%) and Australia (50.7%) are close to the average 
across innovation-driven economies (48.8%), and efficiency-driven 
economies (40.9%) have lower rates. 

Figure 14 also shows the percentage of start-ups and established 
businesses that are innovative by both definitions, i.e. that offer 
products that are new to all or some of their customers and that offer 
products that are offered by few or no other businesses. Of course, 
the percentage of companies that are innovative according to both 
definitions is lower than for each definition separately. However, the 
rates of innovative start-ups are still relatively high, in particular in 
Ontario (38.8%) and especially in the Rest of Canada (46%).
In comparison, the rates of established businesses that are innovative 
according to both definitions are lower. Ontario (17.4%) and the Rest of 
Canada (17%) are right at the average for innovation-driven economies 
(16.9%). Efficiency-driven economies (14.3%), the United States 
(13.1%) and Australia (11.1%) have lower rates. 

Figure 15: Innovation
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5.3. Exports and Growth

Figure 15 shows export proclivity among  start-ups (TEA) and 
established businesses (EB). Ontario (TEA: 40%; EB: 28%) and the 
Rest of Canada (TEA: 35.4%; EB: 30.1%) show particularly high rates 
of companies with substantial revenues from exports. These rates are 
well above those of the average of innovation-driven economies (TEA: 
25.8%; EB: 17.4%) and those of the United States (TEA: 16.7%; EB: 
13.6%). Presumably, the high export rates among Canadian companies 
are due to the strong integration of the Canadian economy, and in 
particular Ontario’s economy, with that of the United States. Ontario’s 
export rate is very high, even compared to countries tightly integrated 
into the European Market, such as Germany (18.7%), France (23.9%), 
or Sweden (23.1%).

It is also worth noting that in all geographic areas except for Australia, 
start-ups (TEA) are more likely to have noticeable export involvement 
than established businesses – suggesting there might be a generation 
of ‘born global’ start-ups. 

Figure 16: Exports

In terms of growth expectations, Figure 16 shows expectations of 
start-ups with regards to market expansion, and Figure 17 those of 
established businesses. In general, respondents engaged in start-ups 
are more optimistic with regards to the potential of market expansion 
than those involved in established businesses. However, even their 
optimism is limited. In most regions, over 50% of respondents do 
not expect market expansion, only Ontario (42.55%) and the Rest 
of Canada (40.11%) have fewer than 50% or respondents with no 
expansion expectations. 
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On the positive side, combining respondents who expect profound or 
some market expansion involving new technologies, Ontario (18%), 
along with efficiency-driven economies (18%) have  the most optimistic 
respondents. The Rest of Canada (14%) and innovation-driven 
economies(14%) follow, while the United States (11%) and Australia 
(9%) have the fewest optimistic early-stage entrepreneurs.  

As noted above, respondents with established businesses are much 
less likely to have expectations of any market expansion. Across all 
regions, 70%-80% of respondents are in this category, with 76% in 
Ontario. While the relatively low expectations for expansion among 
established businesses tend to lead to calls for policy intervention to 
facilitate growth, it is important to note that they may be a function of 
more realistic assessments of the business environment and companies 
typically have good business reasons for not anticipating further 
expansion. 

Figure 17: Market Expansion (TEA)

Figure 18: Market Expansion (EB)
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Entrepreneurs leave their ventures for a multitude of reasons. Although 
often failure comes to mind first, there are many circumstances where 
an exit is beneficial for the entrepreneur and/or the business continues 
in some form.

Figure 18 shows a broad range of reasons for exits. Usually, the reasons 
towards the bottom of the stack can be considered positive for the 
entrepreneur. Foremost, the opportunity to sell the business typically 
is considered a most desirable exit, assuming that entrepreneurs would 
not sell the business if the sale was not beneficial to them. Ontario 
(33%) and Rest of Canada (25%) have by far the highest proportion of 
such exits. 

The following three groups of exits can also usually be considered 
positive, as they tend to not be the result of business failure: exits 
planned in advance (none in Ontario; 4% in Rest of Canada; highest: 
30% in United States), retirement (7% in Ontario; range among other 
regions: 2%-6%), and exits due to the entrepreneur transitioning to 
another job or business opportunity (Ontario: 11%; Rest of Canada 
15%; United States: 30%). This latter exit would also include situations 
where entrepreneurs use entrepreneurship to gain access to the job 
market or as a transition between two periods of employment. On the 
whole, these three exits typically mean that individual entrepreneurs 
are meeting their goals or have opportunities to improve their fortunes. 
Ontario and Rest of Canada show the highest percentage of these 
positive exits, with half of all exits in these categories. 

The next exit reason ‘family or personal reasons’ may or may not be 
associated with the success of, or time commitment required in, the 
entrepreneurial activities. As such, these exits may or may not be 
positive. 

The final groups of exits tend to be associated with negative business 
outcomes: The business not being profitable (Ontario: 22%), problems 
getting financing (Ontario: 11%), specific incidents (none in Ontario, 
highest in Australia: 9%), and issues associated with government,  
taxes, or bureaucracy (Ontario: 3%, highest in United States: 20%). 
On the whole, negative exits were more common in efficiency-driven 
economies on average (64%), followed by Australia (52%). Ontario 
(36%), the Rest of Canada (36%) and the United States (35%) are 
practically on par on this measure, suggesting Ontario and the Rest of 
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Canada have the most favourable ratio of positive to negative exits in 
the regions included in the analysis. 

Figure 19: Entrepreneurial Exits
 

In Ontario, the distribution of exits varies across age groups. Although 
the total number of exits is relatively small (n=43), the youngest age 
group (18-24 years) has the highest percentage of entrepreneurs exiting 
their business for another job or business opportunity. It is important 
to recall that this trend occurred in 2017 in the context of  generally low 
unemployment rates in Ontario, but a high unemployment rate among 
young people in, even though there are indications many youth were 
dropping out of the labour force. Thus, the data suggest that at least 
some young Ontarians successfully used entrepreneurship as a way 
into a difficult labour market. On the other hand, the data show fewer 
entrepreneurs in this age group exiting their business by seizing the 
opportunity to sell the business, suggesting that many of the businesses 
pursued were likely more similar to freelance work or very small 
companies.  

In contrast, the middle age groups ranging from 25-54 years had the 
highest incidences of entrepreneurs (40-50%) exiting their businesses 
as a result of opportunities to sell the business. This might suggest that 
these businesses were potentially larger and better established, and less 
likely to be focused on.

Finally, it is important to note that the fact that the entrepreneur 
exits the business does not necessarily mean that the business is 
discontinued. In fact, in Ontario, over 60% of businesses continue, 
despite the owner indicating having left the business. 

6. EXITS
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Ontario has comparatively high rates of entrepreneurship (TEA), 
suggesting that , overall, it has a reasonable policy and regulatory 
environment for start-ups.  Thus, the intent of new policy measures in 
Ontario should be targeted towards specific types of entrepreneurship 
and specific demographics to ensure that the high level of 
entrepreneurial activity benefits both individual entrepreneurs and the 
Ontario economy. 

From this perspective, several insights reported above stand out 
as potential starting points for consideration. Firstly, Ontario’s 
high entrepreneurship rate (TEA) is paired with a relatively high 
percentage of exits, which raises concerns about the viability of the 
new businesses, and the ensuing negative impacts on individual 
entrepreneurs and Ontario’s economy. The analyses above show that 
about half of the exits are positive, in that they allow entrepreneurs to 
sell the business, follow an established exit plan, or pursue presumably 
better job or business opportunities. This rate of positive exits is 
relatively high in international comparisons, but it still leaves half of 
Ontario’s exiting entrepreneurs in unfavourable circumstances. 

Our analyses show that Ontarians in the youngest age group are 
most likely to exit entrepreneurship to pursue other job or business 
opportunities. This may suggest that entrepreneurship is one – or 
perhaps the only – path into the work force, especially in the context of 
a labour market that may be difficult for young people. In the context 
of a burgeoning ‘Gig Economy’ one may also wonder how viable and 
profitable such entrepreneurship is, and whether both young Ontarians 
and the overall economy would not benefit from improved hiring, 
training and onboarding activities, which would be beneficial to young 
Ontarians in terms of fair wages and pensions, and which would help 
address labour shortages experienced in many sectors.

In a similar vein, Ontario has a particularly high rate of entrepreneurs 
among highly educated individuals, even higher than the already 
high rate in the Rest of Canada. This is in stark contrast to most other 
innovation-driven economies. This may imply that Ontario has to 
account for this difference in designing entrepreneurship programs 
and policies, and not to simply adopt policies or programs from other 
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7 POLICY 
IMPLICATIONS

regions, which tend to not have such educated groups of entrepreneurs.
Gender equality is at the forefront of many discussions regarding 
entrepreneurship and other studies have, for example, documented 
substantially lower involvement of women in Venture Capital funded 
companies. In the context of the entrepreneurial activities considered 
in this project, we also observe that women are less involved in 
early stage entrepreneurial activity. Although this difference is less 
pronounced in Ontario than in any other region analysed, policy and 
program development should still be cognizant of this discrepancy and 
ensure that programs and policies serve all Ontarians, irrespectively of 
their gender or gender presentation. 

As a final point, new Ontario businesses are engaged in the service 
sectors, both business-oriented and consumer-oriented, to a larger 
extent that those in other countries, and even the Rest of Canada. 
There has been a global trend towards more service-based economies 
for some time, and some service sectors are at the forefront of 
economic growth, e.g. in sectors such as financial services, which offer 
opportunities for high growth and potentially high returns. However, 
services also include freelance activities and small-scale services, 
some of which require entrepreneurs to work long hours, at times 
below minimum pay. From a policy perspective, it would be important 
to ensure that policies, programs and regulations account for the 
importance of the service sector in entrepreneurship. 
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ABOUT THECISTHECIS (The Centre for Innovation Studies) is a not for profit 
organization devoted to study and promotion of innovation. Based 
in Calgary, Alberta, and Incorporated in 2001, it operates through a 
network of 35-40 THECIS Fellows.

THECIS has three core functions – research, networking and 
education.
  • Research. Creating new knowledge and building insights into 
   how the innovation systems functions and policies that can 
   improve it.
  • Networking. Providing opportunities for exchange of ideas 
   through breakfast meetings, workshops and conferences.
  • Education. Dissemination of information through Newsletters, 
   events and other informal education activities, particularly for 
   graduate students.

For more information about THECIS go to www.thecis.ca

The Centre for Innovation Studies (THECIS)
#125, Alastair Ross Technology Centre
3553 31 Street NW
Calgary, Alberta, Canada T2L 2K7

More information

For more information on the GEM global reports and on GEM, 
please contact the GEM Executive Director, Aileen Ionescu-Somers, at 
asomers@gemconsortium.org

The 2018/2019 GEM Global report is available at 
www.gemconsortium.org

Although GEM data were used in the preparation of this report, their 
interpretation and use are the sole responsibility of the authors and the 
GEM Canada team.
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