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Profitability, as measured by return on assets, varied in a consistent way across Canadian companies
between 2000 and 2009. On average, it was highest among middle-sized firms with 5 to fewer than 20 employees,
but it was consistently lower among both the smallest and largest firms.

Return on assets is defined as earnings before interest and taxes, divided by total assets. Return on assets
illustrates how effectively a company turns its assets into profit. The higher the return on assets, the higher the
payoff.

Profitability gradually increased with the size of firms until it reached a maximum among those with 5 to fewer
than 20 employees. The return on assets for such firms was just under 7% in 2000 and was 8% in 2009. After the
maximum was reached for this group of firms, profitability consistently fell as size increased.

Chart 1
Mean return on assets by firm size class, 2000 and 2009

This relationship between firm size and profitability was observed in most industries and provinces, particularly in
the firms with the highest profitability rates.

All classes of firm size, except those with 500 or more employees, recorded increases in their return on assets
between 2000 and 2009. Firms with 50 to fewer than 100 employees recorded the largest increases.

Firms with 500 or more employees were the least profitable in 2009, showing rates of return that were lower than
in 2000.

One of the factors behind differences in profitability and firm size is risk. This study found that smaller firms tended
to exhibit more variation in profitability across firms and over time.
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Note to readers

This study used a special longitudinal database derived from administrative records that followed corporate entities. Firm size is based on
employment, which was derived from wage data divided by an average wage rate.

The research paper "Firm Dynamics: Variation in Profitability Across Canadian Firms of Different
Sizes, 2000 to 2009," part of the Canadian Economy in Transition series (11-622-M2012026, free), is now
available from the Key resource module of our website under Publications.

Highlights from this paper are available in the article "Are Small Firms More Profitable than Large Firms?,"
part of the Economic Insights series (11-626-X2012012, free), from the Key resource module of our website
under Publications.

Similar studies from the Economic Analysis Division are available online
(www.statcan.gc.ca/economicanalysis).

For more information, contact Statistics Canada's National Contact Centre
(toll-free 1-800-263-1136; 613-951-8116; infostats@statcan.gc.ca).

To enquire about the concepts, methods or data quality of this release, contact Amélie Lafrance
(613-951-0060), Economic Analysis Division.
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