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Foreword
This publication presents the OECD country review of small and medium-sized enterprise (SME) and entrepreneurship policy in Canada. The report is part of the country review series of the Working Party on SMEs and Entrepreneurship and undertaken by the OECD Centre for Entrepreneurship, SMEs, Local Development and Tourism.
The SME and entrepreneurship policy reviews are undertaken in countries that express an interest in co-operating with the OECD on an external assessment of their policy successes and challenges that can be used to help strengthen their policy strategies, programmes and implementation arrangements in this area. Recently reviewed countries include Israel, Italy, Mexico, Poland, the Russian Federation and Thailand. The present review was requested by the Government of Canada, through Innovation, Science and Economic Development, Canada (ISED).
The reviews provide a comprehensive assessment of the structure and performance of SME and entrepreneurship activity, the business environment and framework conditions for SMEs and entrepreneurship, the strategic framework and delivery arrangements for policy, national SME and entrepreneurship programmes and the local dimension of the policy. They include international comparisons of data and policy approaches and offer specific recommendations for the countries concerned, often illustrated with inspiring practices from other countries.
The country reviews may include chapters of special relevance to the country concerned, as agreed between the OECD and the participating country. This report includes a special chapter on policy for women entrepreneurship. Special chapters in other review reports have focused on issues such as cluster development, policy evaluation and the development of medium-sized enterprises.
The methodology for the country reviews includes completion of a fact-finding questionnaire by national government authorities on SME and entrepreneurship conditions, policies and programmes, a study mission to the participating country by the OECD Secretariat and international experts, comments on a draft report by a steering group of members of the OECD Working Party on SMEs and Entrepreneurship and stakeholders in the reviewed country, and a peer review of the revised draft report by government delegates in a regular meeting of the Working Party on SMEs and Entrepreneurship.
Canada is a country with healthy entrepreneurial attitudes and strong performance in many aspects of SME innovation, although business dynamics are slow and SME direct export activity is limited. Small business taxation, regulation and labour market flexibility are favourable but there are weaknesses in some areas of small business finance markets. A number of recommendations are made for strengthening federal programmes for SMEs and entrepreneurship, such as in SME internationalisation, entrepreneurship education, public procurement and entrepreneurship among under-represented groups. The federal Regional Development Agencies and FedNor are playing key roles in adapting SME and entrepreneurship policy to varying local conditions across Canada and there are good arrangements for federal-local policy co-ordination, although local legislation affecting small business could be improved in some areas. The report also points to important federal and local initiatives to increase gender equality in entrepreneurship that could be scaled up.
This report assesses the policies in place before the federal election in November 2015 and does not fully reflect changes in government programmes and initiatives since that date.
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	Canada
	OECD average
	
	Canada
	OECD average
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	Population density per km²
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	 Under 15 (%)
	16.1
	18.1
	Life expectancy (years, 2011)
	81.5
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	 Over 65 (%)
	15.7
	16
	 Men
	79.1
	77*
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	Latest 5-year (2010-2014) average population growth (%)
	1.05
	0.61
	Population of largest metropolitan areas (million people, 2015)

	
	
	
	 Toronto
	6.13
	

	
	
	
	 Montreal
	4.06
	

	
	
	
	 Vancouver
	2.5
	

	
	
	
	Latest general election
	Oct-15

	ECONOMY

	Gross domestic product (GDP) (volume, 2015)
	
	
	Value added shares (%) (2012)
	
	

	 In current prices (billion USD)
	1588
	
	 Primary sector
	1.8
	

	 In current prices (billion CAD)
	1983
	
	 Industry including construction
	28.9
	

	 Latest 5-year (2011-15) average GDP growth (%)
	2.1
	1.7
	 Services
	69.3
	

	 Per capita (000 USD PPP)
	44.3
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	GENERAL GOVERNMENT

	Total receipts general government (% of GDP, 2016)
	38.2
	38
	Government net lending (% of GDP) (2016)
	2.2
	2.9

	Total disbursements general government (% of GDP, 2016)
	40.5
	40.9
	Net government interest payments (% of GDP) (2016)
	1.1
	1.8

	EXTERNAL ACCOUNTS

	Exchange rate (CAD per USD) (2015) (average)
	1.279
	
	Main merchandise exports (balance-of-payments basis) (% of total), 2015

	PPP for GDP (national currency for USD) (2015)
	1.248
	
	 Motor vehicles and parts
	16.6
	

	 Exports of goods and services (% of GDP, 2014)
	31.7
	29
	 Energy products
	15.9
	

	 Imports of goods and services (% of GDP, 2014)
	32.6
	29.2
	 Consumer goods
	13.3
	

	 Current account balance (% of GDP, 2015)
	-3.3
	0.1
	Main merchandise imports (balance-of- payment basis) (% of total), 2015

	
	
	
	 Consumer goods
	21.5
	

	
	
	
	 Motor vehicles and parts
	18.3
	

	
	
	
	 Electronic and electrical equipment and parts
	11.5
	

	LABOUR MARKET, SKILLS AND INNOVATION

	Employment rate for 15-64 year-olds (%) (2015)
	72.5
	66.2
	Unemployment rate (age 15 and over, %) (2015)
	6.9
	6.8

	 Men
	75.6
	74.1
	 Youth (age 15-24, %) (2015)
	13.2
	13.9

	 Women
	69.4
	58.5
	Long-term (1 year and over) (% of total unemployment) (2015)
	11.6
	33.8

	Participation rate for 15-64 year-olds (%) (2015)
	65.9
	59.7
	Tertiary educational attainment 25-64 year-olds (%, 2015)
	55
	35

	 Men
	70.6
	68.7
	Gross domestic expenditure on Research and Development (R&D) (% of GDP) (2014)
	1.61
	2.38

	 Women
	61.2
	51.4
	
	
	

	Average hours worked per year (2015)
	1706
	1766
	
	
	

	* OECD average is the average of the 35 OECD countries.

	Source: OECD Country Statistical Profile of Canada; OECD Economic Outlook Database; OECD Labour Market Statistics Database; Statistics Canada.
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Executive summary
Small business and entrepreneurship performance is critical to the health of the Canadian economy, accounting for more than one-half of business sector employment. Canada has a vibrant small business sector and healthy attitudes to entrepreneurship. However, there are key challenges in scaling up small businesses, increasing the rate of business dynamism and high-growth firms, and increasing productivity and exporting in established small firms. This report examines the issues and identifies actions that public policy could take. Its proposals include developing a national strategy for small and medium-sized enterprises (SMEs) and entrepreneurship and increasing the range of programme interventions in areas such as financing, innovation, internationalisation, entrepreneurship education, management advice, and workforce skills development.
Main findings
Structure and performance
There are very healthy attitudes towards entrepreneurship in the Canadian population and Canadian SMEs are relatively innovative. However, Canada is not a top performer in the generation of high-growth firms, its SMEs have relatively little involvement in exporting, and there are relatively slow rates of business entry and exit. There is also a relatively large lag between the productivity of SMEs and large firms in Canada compared with the United States.
Business environment conditions
Small businesses in Canada benefit from a favourable small business tax regime, easy administrative procedures to start a business and a flexible labour market. On the other hand, bank lending volumes are relatively low and conditions relatively restrictive, and although there is substantial early-stage equity finance, domestic institutional investors are not playing the role that might be expected, the business angel market appears to be small and equity crowdfunding is limited. Furthermore, the innovation system is weighted to basic research rather than applied research.
Strategic policy framework and delivery system
There are many federal small business support programmes in Canada, offered by a range of government organisations including government departments, the federal Regional Development Agencies, and Crown Corporations. This brings the need for strong co‐ordination mechanisms. Canada lacks a comprehensive strategy document for SME and entrepreneurship policy, a formal inter-departmental committee on SMEs and entrepreneurship, or rich statistical and evaluation evidence. However, there are other mechanisms which support policy formulation, including government consultative bodies, independent advisory panels and formal programme consultations, such as the 5-year comprehensive reviews of main programmes and the 10-year legislative reviews of crown corporations. There are also effective national tools to guide small businesses and entrepreneurs towards relevant information on regulations and programme support, such as BizPaL and the Canada Business Network. A large share of federal support for SMEs and entrepreneurs is provided through tax incentives rather than targeted programmes.
Federal programmes
There is an extensive package of appropriate federal government interventions that are proving very effective in overcoming market failures and institutional problems affecting the emergence, growth and productivity of new and small firms. This includes many model initiatives from which other countries can learn and that need to be protected and maintained. For example, an ambitious Venture Capital Action Plan supports equity investments in small firms; the National Research Council’s Industrial Research Assistance Program, Canada Accelerator and Incubator Program and Build in Canada Innovation Program support the development of innovative SMEs; the access of SMEs to public procurement opportunities is actively pursued by the Office of Small and Medium Enterprises within Public Services and Procurement Canada; and Regional Development Agencies support start-ups, SME innovation and growth/productivity, by facilitating access by local SMEs to international markets, global value chains and defence procurement through their regular programmes and initiatives and foster entrepreneurship and SME development in the rural regions of Canada through the Community Futures Programme.
Today’s challenge is to fill gaps in this policy offer where there is lack of appropriate scale of interventions and lack of action to address specific aspects of market and institutional failure. In financing, gaps include limited reach of initiatives for credit guarantees and business angel investment. Innovation support is currently weighted to research and development (R&D) tax credits, whereas scale is lacking in support for non-technological innovation, advice and mentoring for digital technology adoption and support of university knowledge exchange activities. For exporting, more could be done to encourage export of intangibles and develop networks of exporting SMEs.
Despite many good practices in entrepreneurship education across schools and universities in Canada, there is little support for developing entrepreneurial skills and mind sets in the vocational education system, and some of the best tools for experiential learning in schools and universities need to be rolled out to more institutions and students. Furthermore, despite model management consultancy interventions by Business Development Bank of Canada and the federal Regional Development Agencies among others, more could be done to support access to private business development services and online diagnostics for SME management. Also, aside from the Canada Job Grant, there is relatively little emphasis on developing skills in existing SME workforces at the federal level of government.
The local dimension
There are substantial spatial variations across Canada in conditions for small business development. Regions vary, for example, in the sectors of their driving clusters, the importance of obstacles in areas such as skills and finance, and the extent to which SMEs are involved in innovation. There is a very effective system of adapting small business policy to varying local needs through the direct programmes of provinces/territories and region-specific interventions of the federal Regional Development Agencies. There are also effective mechanisms for policy co-ordination across federal, provincial/territorial and municipal governments. There is nonetheless an opportunity to further increase the supply and use of local economic intelligence for policy design, boost the exchange of information on local good policy practices, and strengthen the co-ordination of provincial legislation in internal trade, skills recognition and financial innovation.
Women and entrepreneurship
The involvement of women in entrepreneurship is high in Canada. Nevertheless, the female entrepreneurship rate is far behind that of males. There is also an important gender difference in the scale of businesses created. The government is actively addressing these inequalities, as are the provincial/territorial governments and women’s enterprise organisations. Federal government, for example, has introduced a national forum and an online platform to bring together women entrepreneurs, a programme for mentorship and championing of women entrepreneurs, and the Canadian Businesswomen International Trade Program to increase access to foreign markets. Women entrepreneurship programmes still need to be boosted, however, particularly in financing and supplier diversity, and the co‐ordination of policy could be improved by developing a women’s enterprise strategy for Canada.

Main recommendations
	Strengthen measures to increase productivity and access to foreign markets in existing SMEs, stimulate the entry of new businesses and promote high-growth SMEs.

	Improve framework conditions by further supporting lending to small business where there are market gaps, revamping apprenticeship training, and aligning policies for attraction of foreign direct investment with small business development strategies.

	Develop an integrated national SME and entrepreneurship strategy, giving leadership of the strategy to one government entity.

	Fill niche gaps in federal programmes for small businesses and entrepreneurship within the areas of financing, innovation, internationalisation, entrepreneurship education, management consultancy, workforce skills development, public procurement and support for disadvantaged and under-represented social groups.

	Strengthen the diffusion of local good practice interventions through new mechanisms for information generation and exchange and increase co-operation among provinces and territories in the promotion of internal trade, apprentice mobility and financial regulation.

	Boost interventions for financing women entrepreneurs and increasing gender diversity in public and private procurement, replicate successful local women entrepreneurship support programmes in other regions and formulate a women’s enterprise strategy.






Chapter 1. Assessment and recommendations

This chapter summarises the findings and recommendations of the OECD SME and entrepreneurship policy review in Canada. It presents key evidence and analysis on the structure and performance of SME and entrepreneurship activity, the business environment and framework conditions affecting SMEs and entrepreneurship, the strategic framework and delivery system for SME and entrepreneurship policy, federal SME and entrepreneurship programmes, approaches to tailoring SME and entrepreneurship policy to local conditions and ensuring coherence between national and local interventions, and policy to promote women entrepreneurship. It presents recommendations for government action in each of these areas.



The structure and performance of SME and entrepreneurship activity

SMEs account for a substantial share of business activity

Small and medium-sized enterprises (SMEs) make a substantial contribution to the Canadian economy. SMEs with 1-499 employees accounted for 57.7% of business sector employment in 2015 according to data from Canada’s Survey of Employment, Payrolls and Hours (SEPH), which covers all businesses that have at least one employee. On a narrower measure, SMEs with 1-249 employees accounted for an average 60% of business employment in Canada in the period 2001-11 according to the Organisation for Economic Co-operation and Development (OECD) DynEmp dataset. This is a substantial level of employment, although the SME share is somewhat below the average (64.8%) of the 17 OECD countries participating in the project (Criscuolo, Gal and Menon, 2014). The same data source indicates that micro-enterprises (1-9 employees) contributed 16% of total business employment in Canada, which is relatively low compared with other OECD countries, whereas medium-sized firms (50-249 employees) accounted for 22%, which is relatively high. The overall picture is of a country with a substantial SME sector, in which SMEs are relatively large.

Small business productivity should be strengthened

Baldwin et al. (2014) report that gross domestic product (GDP) per hour worked in small businesses was only 47% that of large firms in Canada in 2008, compared with 67% in the United States. They estimate that reducing the size of the productivity gap between small businesses and large firms to that of the United States would increase aggregate Canadian labour productivity by 11%.

Proportions of high-growth enterprises and start-ups are generally below top performing countries

The proportion of high-growth enterprises in industry in Canada (4.6%) is the third highest of 15 OECD countries, as measured by the OECD’s employment definition, but eighth when measured on the turnover definition. In services, the proportion of high-growth firms (3.1%) in Canada ranks eighth out of fifteen on the employment definition, with a similar ranking on the turnover definition (Figure 1.1).1 The proportion of gazelles (recent start-ups with rapid growth) in Canada also appears to be towards the middle of the range of OECD countries for which data are available (OECD, 2015a).2 These data suggest that although Canada’s current performance in generating high-growth enterprises is largely in line with OECD averages, its performance does not match that of the leading countries.



Figure 1.1. Proportion of high-growth firms in the Canadian business population, 2012

Percentage values (Total of employer enterprises with at least ten employees)

[image: graphic]Source: OECD based on OECD (2015a), Entrepreneurship at a Glance 2015, OECD Publishing.

StatLink  http://dx.doi.org/10.1787/888933553309



Canadian SMEs are relatively innovative

Canadian SMEs (1-249 employees) are active in research and development (R&D), accounting for 36% of total business R&D in 2013, in line with the OECD average (OECD, 2015b). Compared with other countries, Canadian SMEs have very strong performance in some aspects of innovation, with total innovation rates approaching those of large firms (Figure 1.2). Sixty-eight per cent (68%) of Canadian SMEs reported involvement in some form of innovation in 2010-12, a result second only to Switzerland’s 76%. Canada also has a large share of SMEs that combine both marketing/organisational and product/process innovation.



Figure 1.2. Types of innovation undertaken by SMEs and total “large firm” innovation, 2010-12

As a percentage of all SMEs (and large firms)

[image: graphic]Note: Data are from the Eurostat Community Innovation Survey (CIS-2012) and other national innovation surveys. For Canada, data come from the Survey of Innovation and Business Strategy (SIBS) 2012 and refer to 2010-12. The survey covered firms with 20 or more employees and with at least CAD 250 000 annual revenue in 2009. The industries covered are NAICS (2007) 31-33, 41, 48, 49, 51, 52 and 54.

Source: OECD based on OECD (2015b), OECD Science, Technology and Industry Scoreboard 2015, OECD Publishing.

StatLink  http://dx.doi.org/10.1787/888933553328



SME export activity is limited

However, SMEs (with up to 249 employees) accounted for only 18% of the value of national exports in 2012 compared with an OECD average of 31% (Figure 1.3) (although these figures exclude production of intermediates for export or export through intermediary wholesalers). Only 10% of Canadian enterprises with 1-99 employees exported directly. Even among medium-sized enterprises (100-499 employees), only 34% were involved in export (ISED, 2013a). This limited export activity is likely to limit the opportunities for the expansion of Canadian SMEs.



Figure 1.3. Share of export value by enterprise size, 2012 or latest available year

Percentage of total export value

[image: graphic]Note: The shares of exports by enterprise size are calculated as the ratio of the value of exports by each size class over the total value of exports.

Source: OECD based on OECD (2015a), Entrepreneurship at a Glance 2015, OECD Publishing.

StatLink  http://dx.doi.org/10.1787/888933553347



Canada has healthy entrepreneurship attitudes

Attitudes to entrepreneurship in the Canadian adult population are generally more positive than averages for OECD countries (Figure 1.4). Furthermore, at 13% in 2014, Canada’s Total early-stage Entrepreneurial Activity (TEA) rate (which measures the proportion of the adult population involved in starting or running a new business) was the fifth highest among the OECD countries for which recent Global Entrepreneurship Monitor (GEM) data are available. It is also encouraging that only 16% of Canadian early-stage entrepreneurs were motivated by lack of other opportunities in the labour market, which is below the OECD average (20%).



Figure 1.4. Entrepreneurial attitudes in the Canadian adult population, 2014

Percentage values

[image: graphic]Note: Percentage values are out of the total adult population (18-64), except for “fear of failure” which is out of those who “perceive a market opportunity”. This is the exact definition for each indicator: i) Desirability of entrepreneurship: Percentage of 18-64 population who agree with the statement that in their country, most people consider starting a business as a desirable career choice; ii) Social status of entrepreneurship: Percentage of 18-64 population who agree with the statement that in their country, successful entrepreneurs receive high status; iii) Perceived opportunities: Percentage of 18-64 who see good opportunities to start a firm in the area where they live; iv) Perceived capabilities: Percentage of 18-64 population who believe to have the required skills and knowledge to start a business v) Entrepreneurial intention: Percentage of 18-64 population (individuals involved in any stage of entrepreneurial activity excluded) who intend to start a business within three years; vi) Fear of failure: Percentage of 18-64 population with positive perceived opportunities who indicate that fear of failure would prevent them from setting up a business. OECD data exclude New Zealand and Iceland.

Source: OECD based on data supplied by the Global Entrepreneurship Monitor (GEM) research consortium.
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Business dynamics are weak

On the other hand, Canada’s business dynamics appear to be relatively weak (Figure 1.5). The rate of business churn in Canada – i.e. the sum of business entries and exits – was estimated to be 18th among 20 OECD countries in 2012 and had declined since 2006 (OECD, 2015a).3 Similarly, compared with other OECD countries, Canada is estimated to have a relatively small share of start-ups (0-2 years old) and young firms (3-5 years old) and a large share of old firms (10 years or older) among its small businesses (up to 50 employees) (Criscuolo et al., 2014). This suggests the need for measures to promote business entry and exit in Canada as a way of facilitating resource mobility across firms and encouraging the competitive spur in the economy.



Figure 1.5. Employer enterprise churn rate, total economy, 2012 (or latest available) and 2006

Sum of the employer enterprise birth rate and death rate

[image: graphic]Source: OECD based on OECD (2015a), Entrepreneurship at a Glance 2015, OECD Publishing.
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Key recommendations on SME and entrepreneurship structure and performance


	Reinforce measures to increase the productivity levels of existing SMEs.


	Promote small business access to foreign markets.


	Strengthen programmes to stimulate high-growth SMEs and gazelles.


	Promote policies that favour the entry and exit of small businesses.









Business environment for SMEs and entrepreneurship

Taxation is supportive of small business

Canada’s tax regime is favourable to SMEs. The average corporate tax rate (combining federal and provincial/territorial taxes) in Canada was 26.3% in 2015 (26.7% in 2016), slightly above the OECD average of 25% for 2015 but lower than the average of other G7 countries (31.8%). However, after a small business deduction on the first CAD 500 000 of federal corporate income, the overall federal average small business tax rate was only 10.5% in 2016. With additional small business tax deductions offered by provincial and territorial authorities, the weighted average small business corporate tax rate was 15.2% in 2015 and 14.7% in 2016. This is generous by international standards, five percentage points below the 2015 median value (20%) for those OECD and G20 countries that had small business rates for corporate income tax (OECD, 2015c).

Small businesses can benefit from these preferential tax treatments without necessarily making new investments or changes in their business models. In seeking to achieve maximum impacts from public spending, an alternative to additional reductions in the small business tax rate, as originally announced in Budget 2015, would consist in strengthening targeted support programmes for small businesses ready to engage in growth projects, such as expanded support for innovation, exporting or skills development.

Business regulation is generally non-burdensome

Canada ranks second only to New Zealand worldwide in the World Bank Doing Business survey for ease of starting a business, as measured by the time and cost it takes to establish a limited company. Canada is also a top performer on other “Doing Business” categories such as the administrative and fiscal burden of the tax system and the soundness of the insolvency regime. This bears witness to the major efforts that federal and provincial/territorial governments have made in regulatory simplification. An exemplary initiative is the launch of BizPaL – an integrated online service that provides information on the permits and licences an entrepreneur will require from three levels of government to start or grow a business. Further recent simplification measures include introduction of the “one-for-one rule” and “forward regulatory plans”. The former requires regulators whose new regulations increase the administrative cost of doing business to delete an equal amount of administrative burden from past regulations. The latter describe future regulatory changes in order to help entrepreneurs take timely adaptive steps.

Bank lending to small business has not grown in line with the economy and banks have high demands for collateral

The volume of small business lending increased only marginally in Canada in 2007-14, despite sustained economic growth, and decreased as a proportion of total bank business lending (OECD, 2015d). At the same time, small business lending conditions have been relatively poor. Short-term loans (i.e. loans with maturity of 12 months or less plus lines of credit and credit cards) represented more than half of all small business loans in 2014. This short-termism limits the ease of access to investment finance for Canadian small businesses. Average interest rate spreads between small firm and large firm lending were also high, at 2% in Canada compared with 1% in the United Kingdom and 0.75% in France. Furthermore, 50-75% of Canadian small business loans required collateral, compared with only 30% in the United Kingdom, for example, highlighting potential obstacles in access to finance for small businesses without strong tangible assets (OECD, 2016).

Canada has a large early-stage equity market, but there is room for strengthening the role of domestic financial institutions and further supporting business angels

Canada has the third largest volume of venture capital investment as a percentage of GDP among OECD countries, behind only Israel and the United States (Figure 1.6). Furthermore, a high proportion of this investment is in the seed, start-up and early stages, which are the stages of most relevance to small business and entrepreneurship. The proportion of seed, start-up and early-stage investment out of the total is 56% in Canada, exceeding the corresponding shares in the United States (33%) and the United Kingdom (48%), but lower than in Israel (70%) and Finland (69%). The public sector plays an important role in the Canadian venture capital industry. In 2014, government-backed sources represented more than two-thirds of new commitments to the venture capital industry (i.e. CAD 833 million). On the other hand, there is relatively limited involvement in the industry from large Canadian institutional investors such as pension funds, insurance companies, corporations and banks. Furthermore, United States venture capital funds have accounted for a substantial share of recent venture capital investments in Canada, particularly at later stages (ISED, 2014), which raises the threat of potential long-run loss of control and high-level functions in the Canadian enterprises in which they invest. Building the participation of domestic institutional investors could respond to this potential threat.



Figure 1.6. Venture capital investments in top 10 OECD venture capital markets by stage of investment, 2014

Percentage of national GDP

[image: graphic]Note: The break-down by stage of investment for Korea is not available.

Source: OECD (2015d), Entrepreneurship at a Glance 2015, OECD Publishing.
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Canada has a small but active community of business angels. However, their activity is primarily concentrated in Ontario and British Columbia. Furthermore, according to the National Angel Capital Organisation (NACO) there is a drop off of equity availability at deal sizes of around CAD 2-5 million, i.e. between the point where business angel finance dries up and venture capital deals tend to kick in.

Business R&D activity is relatively low

The business sector accounted for only 50% of R&D expenditure in Canada in 2013. This share was significantly below the average for OECD countries and below that of other G7 economies (Figure 1.7). It resulted in a rate of business investment in R&D of only 0.82% of GDP in Canada, which was below the OECD median value and only one-half the rate of the USA. This reflects a Canadian innovation system weighted towards basic research rather than applied research, and to the government and higher education sectors. This emphasis could constraint the ability of the economy to commercialise research.



Figure 1.7. R&D expenditure by performing sectors in the G7 economies and OECD, 2013

Percentage of gross domestic expenditures on R&D

[image: graphic]Source: OECD based on OECD (2015b), OECD Science, Technology and Industry Scoreboard 2015, OECD Publishing, Paris.
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The labour market is flexible, but adult skill formation is constrained by low rates of completion of apprenticeships and a limited offer of work-integrated learning

Canadian 15-year old high-school students ranked as high as seventh in numeracy proficiency and fourth in literacy proficiency among OECD countries in the latest survey of the OECD Programme for International Student Assessment (OECD, 2012). On the other hand, the OECD Programme for the International Assessment of Adult Competencies found that 16-24 year old working adults had below OECD average numeracy and literacy skill levels (Figure 1.8), and that the proportion of adults aged 15-29 and 30-54 with low numeracy and literacy skills (proficiency level of 2 or below out of 6) were above the OECD averages (OECD, 2012). The low literacy scores reflect a large immigrant population in Canada.



Figure 1.8. Performance of adults (16-24) in PIAAC numeracy and literacy skills across selected OECD countries, 2012

Mean scores

[image: graphic]Note: The OECD average result is based on the sample of OECD countries and regions assessed in the PIAAC Survey of Adult Skills.

Source: OECD based on OECD (2013), OECD Skills Outlook, OECD Publishing.
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Apprenticeships can help supply relevant skills to business. However, although the number of registered apprentices in Canada grew from 200 000 in 2000 to 445 000 in 2012 (CCDA, 2014), completion rates are low, at around 50% nationwide. The reasons include the high cost of the technical training component of apprenticeship programmes (i.e. the block training of 8-10 weeks), the high average starting age of people enrolled in apprenticeship programmes and the long average duration of apprenticeship programmes in Canada compared to other OECD countries. Work-integrated learning, in the form of internships, co‐operative (co-op) education, field placements and summer jobs, can also strengthen workforce skills. The Mitacs Accelerate Program funds student placements in innovative firms (mostly SMEs). However, despite this federal support, more than one-half of university students and...
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