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e l f - e m p l o y m e n t  i s  m o r e
common in rural  than urban
Canada. In 2001, about one in

four workers in rural areas, villages
and small towns earned at least some
of their income from self-employ-
ment, compared with only one in six
in Canada as a whole.

Of course, farming is a key element
explaining high self-employment
rates in rural and small town Canada.
But although farm self-employment
remains a key source of income and
employment for many, its importance
has declined and self-employment
activity on the non-farm side has
been increasing rapidly.

O t h e r,  l e s s  w e l l - u n d e r s t o o d
characteristics that also influence
self-employment include “metro-
adjacency ”  and low populat ion
density.  Simply put, greater dis-
tances from larger urban centres
mean there is less access to the jobs,
markets and employment-related
services that tend to be concentrated
in bigger towns. Thus, researchers
suggest, some rural workers may be
sel f-employed out  of  necess i ty,
because paid employment or job
choice is lacking, whereas others may
see  an  oppor tun i t y  to  p rov ide
products and services that their

S community would not offer other-
wise.1,2  As well, the low population
density of smaller towns and villages
may produce greater levels of self-
employment due to scale. Because
loca l  bus inesses  employ  fewer
people, the ratio of self-employed
entrepreneurs to their paid workers
is higher than it would be in cities,
where every law office, restaurant,
retail store and trucking company
would have a larger workforce.

T h e  f o r c e s  d r i v i n g  s e l f -
e m p l o y m e n t  i n  s m a l l e r  l a b o u r
markets may be complex, but there

is no doubt that entrepreneurship is
thriving in rural Canada, despite the
waning importance of farm self-
employment. This article uses data
from the Census of Population to
describe non-farm self-employment
among workers aged 20 to 64 living
in Canada’s rural areas and small
towns. Because it is not uncommon
to hold more than one job,3 this
article uses the concept of self-
employed activity rather than job to
identify workers who earn at least
some of their  income from self-
employment.
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Self-employment activity is
most common in rural areas
About 2.5 million workers aged 20 to
64 were living in Canada’s rural and
small town (RST) labour market in
2001.  They comprised 1.6 million
workers living in rural areas, and
840,000 in small towns and villages.
Twenty- th ree  pe rcent  o f  these
workers engaged in at least some
self-employment activity, compared
with the Canada average of 16%.

Within the RST labour market
i tse l f,  though,  the rate  of  se l f-
employment activity was almost
twice as high for workers in rural
areas as in small towns — 28% versus
15%. The principal reason for this

d i f fe rence  i s  f a rming ,  wh ich  i s
dominated by self-employment and
i s  c o n c e n t r a t e d  i n  t h e  r u r a l
countryside. But proportionally more
workers  in  ru ra l  a reas  a re  now
engaged in non-farm than farm self-
employment activity — 16% versus
12% in 2001 — representing a major
shift since the early 1980s.

Small towns have not been so
reliant on farming jobs, and farm self-
employment activity rates remained
below 2% during the study period
from 1981 to 2001. However, this part
o f  the  RST  l abour  marke t  a l so
recorded a rise in non-farm self-
employment activity from 11% to
14% in 2001.

Who are the non-farm self-
employed in RST Canada?
In some respects, they are really no
different than workers engaged in
self-employment activity on the farm.
Nine in 10 self-employed RST workers
lived with their immediate family (that
is, spouse and/or children) whether
their work was done on or off the
farm. Interestingly, farming families
were marginally more likely to include
children: 57% compared with 53% of
non-farm self-employed workers lived
with their spouse (or common-law
partner) and their children. Of those
workers who did not live with family,
most were living alone.

This analysis is based on data from the 1981 to 2001

Censuses of Population. The age group 20 to 64 was selected

because this group tends to have a stronger attachment to

the labour market than workers under 20 or over 64; in fact,

it represented 92% of all workers aged 15 and over in Canada

in 2001. Data about the respondent’s job or business refer

to the week prior to the Census, while sources of income

data refer to the previous year. However, this does not affect

the rate of self-employment or the contribution of self-

employment to the worker’s income. The Census collects

self-employment income in two categories only: net farm

income and net non-farm income from an unincorporated

business or professional practice. However, if self-employed

working owners of an incorporated business reported that

it was their main job, they were included in this study.

Self-employment activity includes all workers who are

self-employed in their main job, as well as employees who

reported earning self-employment income from a farm,

unincorporated business or professional practice on their

Census questionnaire.  Those earning income from an

CST What you should know about this study

incorporated business outside their main job could not be

included because this type of income is not itemised by the

Census.

Self-employed workers: Working owners of incorporated

or unincorporated businesses, with or without paid help, and

individuals working without pay for a relative in a family

business or farm.

Main job: For a person with more than one job, the main

job refers to the job at which he or she worked the most

hours.

Rural and small town (RST) labour market: The labour

market that exists outside the main commuting zones of larger

urban centres of 10,000 or more people.

RST small towns: Towns and villages in the RST labour

market with populations of 1,000 to 9,999 people.

RST rural areas: The RST labour market outside small

towns and villages of 1,000 or more people.

Larger urban centres: The combined populations living

i n  c e n s u s  m e t r o p o l i t a n  a r e a s  ( C M A s )  a n d  c e n s u s

agglomerations (CAs).
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Rural  and smal l  town areasRural  and smal l  town areasRural  and smal l  town areasRural  and smal l  town areasRural  and smal l  town areas

CanadaCanadaCanadaCanadaCanada TTTTTota lo ta lo ta lo ta lo ta l Rural  areasRural  areasRural  areasRural  areasRural  areas Smal l  townsSmal l  townsSmal l  townsSmal l  townsSmal l  towns

‘000s‘000s‘000s‘000s‘000s

Al l  workers  (aged 20-64)Al l  workers  (aged 20-64)Al l  workers  (aged 20-64)Al l  workers  (aged 20-64)Al l  workers  (aged 20-64) 13,522 2,500 1,660 840
% of  a l l  workers% of  a l l  workers% of  a l l  workers% of  a l l  workers% of  a l l  workers

Al l  se l f-employment act iv i tyAl l  se l f-employment act iv i tyAl l  se l f-employment act iv i tyAl l  se l f-employment act iv i tyAl l  se l f-employment act iv i ty 16 23 28 15
Self-employed in main job 13 19 22 12
Income from self-employment 3 5 6 3
Non-farm self-employment act ivi ty Non-farm self-employment act ivi ty Non-farm self-employment act ivi ty Non-farm self-employment act ivi ty Non-farm self-employment act ivi ty 14 15 16 14
Self-employed in main job 11 13 14 12
Income from self-employment 2 2 3 2
Farm sel f-employment act iv i tyFarm sel f-employment act iv i tyFarm sel f-employment act iv i tyFarm sel f-employment act iv i tyFarm sel f-employment act iv i ty 2 8 12 2
Self-employed in main job 1 6 8 1
Income from self-employment 1 3 3 1

Source: Statistics Canada, Census of Population, 2001, custom tabulation.

CST

On the other hand, non-farm self-
employed workers are significantly
better educated. Sixty per cent had
at least some education beyond high
schoo l ,  compared  w i th  47% o f

Self-employment activity is most common in rural
areas

workers self-employed on the farm.
T h i s  g a p  m a y  r e f l e c t  t h e  a g e
distribution of people in farming.4  In
fact, people self-employed on the
farm were more likely to be in their

50s or  ear ly  60s — almost 39%
compared with 33% of non-farm self-
employed workers.

O n e - t h i r d  o f  n o n - f a r m  s e l f -
employed workers in the RST labour
m a r ke t  w e r e  n e w  t o  t h e  a r e a .
According to the 2001 Census, some
had moved from a larger urban centre
(12%) or another RST area (7%) within
the past five years, while 14% had
moved within the RST labour market
itself. In contrast, only 16% of people
s e l f - e m p l o y e d  i n  f a r m i n g  h a d
changed addresses.

Highest growth in non-farm
self-employment is among older
workers
Men and women in their 50s and 60s
have been at the forefront of the shift
to non-farm self-employment. In rural
areas,  they exper ienced greater
increases in non-farm self-employ-
ment activity than workers in younger
age groups.  (Concurrent ly,  they
reported greater losses on the farm
side.) Between 1981 and 2001, non-
farm self-employment rates for men
aged 50 to 64 increased from 16% to
23%, while rates for younger men
remained flat.  And although rural
women in every age group recorded
gains, those aged 50 to 64 experi-
enced the greatest increase, with
non-farm self-employment rates
rising from less than 12% to 17% over
the period.

In the workforces of small towns
and villages, it is also older workers
who have recorded the greatest
gains. Among workers aged 50 to 64,
non-farm rates increased from 17%
to 22% for men and from 9% to 16%
for women. The growth experienced
by women under age 50 was much
smaller, while rates for younger men
declined slightly over the period.

Although high growth in non-farm
s e l f - e m p l o y m e n t  a m o n g  o l d e r
workers is consistent with the nation-
al trend, in RST areas affected by the
decline in farming, it may also speak
to falling demand for farm labour. It
is possible that some workers in their
5 0 s  a n d  6 0 s  s t a r t e d  n o n - f a r m
b u s i n e s s e s  a f t e r  r e t i r i n g  f r o m

CST More rural workers were engaged in non-farm than
farm self-employment activity by the mid-1990s

Source: Statistics Canada, Censuses of Population, 1981-2001, custom tabulation.
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farming, or in addition to their regular
farming operat ions.5  Switching
careers would be entirely feasible
since many of the skills required in
m o d e r n - d a y  f a r m i n g ,  s u c h  a s

computer operation and business
management, as well as the type of
equipment and facilities farmers own,
are generally transferable to other
industries.6,7,8

Why is non-farm self-
employment activity growing?
A variety of reasons account for the
steady rise in non-farm self-employ-
ment while farm self-employment
falls. Among them is the fact that the
number of census farms has declined
and that productivity is higher among
those operations that remain. Both
factors reduce the requirement for
farm labour. But according to a 2002
Statistics Canada study, another
element should also be taken into
account: the sharp rise in demand for
non-farm labour that provided more
off-farm employment opportunities,
especial ly  for farmers’  spouses,
during the late 1990s.9

The 2001 Census data support this
suggestion. Only 69% of RST workers
engaged in self-employed farming
activity said that farming was in fact
their main job. This indicates that
many workers in rural and small town
labour markets found there was
something to be gained working off
the farm.

Most non-farm self-employed
workers operate businesses in
the service sector
Where are self-employed people in
rural and small town Canada finding
non-farm business opportunities?
Although the majority have carved
out niches in the service sector, fully
29% are operating businesses in the
goods sector.10  This is a substantially
larger proportion of the self-em-
ployed workforce than in Canada as
a whole (21%) and reflects mainly a
greater concentration of self-em-
ployed workers in the forestry, fishing
and hunting industries. Like farming,
these are primary industries whose
activ it ies are based in the rural
countryside and are characterized by
a high incidence of self-employment.

A smaller share of the non-farm
self-employed RST workforce has
built businesses in the services sector
— 71% compared with 79% nationally
— reflecting lower demand for this
kind of work outside urban centres.
For example, in 2001, only 17% of
self-employed persons in the RST

At the same time that rates of non-farm self-employment activity have been

growing in rural and small town Canada, people have been moving into these

areas. A 2002 Statistics Canada study documents the migration into rural areas

throughout the 1970s, 1980s and into the 1990s. Specifically, the study notes

the “small but noticeably higher rate” of RST in-migration among the 55 to

64 age group.1

Of course, one of the attractions of self-employment is the freedom to choose

one’s place of work. In the era of the Internet and telework, many potential

entrepreneurs may dream of working from home. One must therefore ask if

some of the growth in non-farm self-employment, especially among those

workers aged 50 to 64, can be attributed to people who live in the country

but actually conduct their business in larger urban centres.

According to the 2001 Census, about 12% of non-farm self-employed RST

workers were recent arrivals, that is, they had been living in an urban centre

five years before (1996). Proportionally more had moved from the city to small

towns (13%) than to rural areas (11%). One in 10 were actually running their

businesses in the city, but fewer from small towns were commuting into the

city to work (7% versus 11% living in RST rural areas). This probably reflects

entrepreneurs who moved to the rural countryside but commute back and forth

to larger urban centres to work.

1. Rothwell, N., R.D. Bollman, J. Tremblay and J. Marshall. March 2002. “Migration to
and from rural and small town Canada.” Rural and Small Town Canada Analysis
Bulletin 3, 6 (Statistics Canada Catalogue no. 21-006-XIE).

CST Are self-employed workers running
businesses in the city?

TTTTTo ta lo ta lo ta lo ta lo ta l % working in a% working in a% working in a% working in a% working in a % res iding in a larger% res iding in a larger% res iding in a larger% res iding in a larger% res iding in a larger
Res idence in 2001Residence in 2001Residence in 2001Residence in 2001Residence in 2001 (‘000s)( ‘000s)( ‘000s)( ‘000s)( ‘000s) larger  urban centrelarger  urban centrelarger  urban centrelarger  urban centrelarger  urban centre urban centre in 1996urban centre in 1996urban centre in 1996urban centre in 1996urban centre in 1996

Workers aged 20-64 engaged in non-farm
self-employment activity

RST TRST TRST TRST TRST To ta lo ta lo ta lo ta lo ta l 380 10 12
Men 233 10 11
Women 147 10 13

Smal l  townsSmal l  townsSmal l  townsSmal l  townsSmal l  towns 115 7 13
Men 68 8 12
Women 48 6 13

Rural  areasRural  areasRural  areasRural  areasRural  areas 265 11 11
Men 165 11 11
Women 100 12 13

Source: Statistics Canada, Census of Population, 2001, custom tabulation.

One in 10 RST workers engaged in self-employment activity run
their business in the city
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labour market were working in pro-
ducer services, compared with 27%
in Canada as a whole. On the other
hand, proport ional ly  more were
working in distr ibutive services,
suggesting that self-employed RST
workers have found demand for their
skills in those industries.

Looking at self-employment rates
wi th in  each ind iv idua l  indust ry
enriches the story further, because it
i d e n t i f i e s  w h e t h e r  i n d i v i d u a l s
operating small business are helping
to meet the needs of the market. The
RST non-farm self-employment rate
is  considerably  h igher  than the
national average in the following
industries: wholesale and retail trade;

Rural  and smal l  town areasRural  and smal l  town areasRural  and smal l  town areasRural  and smal l  town areasRural  and smal l  town areas

CanadaCanadaCanadaCanadaCanada TTTTTota lo ta lo ta lo ta lo ta l Rural  areasRural  areasRural  areasRural  areasRural  areas Smal l  townsSmal l  townsSmal l  townsSmal l  townsSmal l  towns
RSTRSTRSTRSTRST

Sel f-employed as % of  non-farm employment (aged 20-64)Sel f-employed as % of  non-farm employment (aged 20-64)Sel f-employed as % of  non-farm employment (aged 20-64)Sel f-employed as % of  non-farm employment (aged 20-64)Sel f-employed as % of  non-farm employment (aged 20-64)

Al l  non-farm indust r iesAl l  non-farm indust r iesAl l  non-farm indust r iesAl l  non-farm indust r iesAl l  non-farm indust r ies 1 21 21 21 21 2 1 41 41 41 41 4 1 51 51 51 51 5 1 21 21 21 21 2

Goods sectorGoods sectorGoods sectorGoods sectorGoods sector 11 13 15 9
Forestry, fishing and hunting 26 29 32 20
Mining, oil and gas extraction, utilities 4 6 8 5
Construction 26 29 30 26
Manufacturing 5 5 7 4

Services sectorServ ices sectorServ ices sectorServ ices sectorServ ices sector 12 14 15 13
Distributive services 11 16 17 13

Wholesale trade 9 12 13 10
Retail trade 12 17 18 14
Transportation and warehousing 13 17 19 14

Producer services 19 23 25 21
Finance, insurance, real estate and leasing 9 11 11 9
Professional, scientific and technical 27 34 36 32
Business, building and other support 19 28 30 25

Social, cultural and professional services 9 11 12 10
Educational services 3 3 3 3
Health, care and social assistance 11 9 8 10
Informational, cultural and recreational 14 19 21 15
Accommodation and food services 10 16 18 13
Other services 23 32 34 29

Source: Statistics Canada, Census of Population, 2001, custom tabulation.

Rates of non-farm self-employment in distributive
services and producer services are higher in RST
labour markets 

CST

transportation and warehousing;
business, building and other support
services; information, culture and
recreation services; accommodation
a n d  f o o d  s e r v i c e s ;  a n d  o t h e r
services.11 These are areas of the
economy that might easi ly  lend
themselves to exploitation by local
entrepreneurs since they are largely
dependent for  thei r  success on
intimate knowledge of the area, its
m a r ke t s  a n d  i t s  d e v e l o p m e n t
potential. Furthermore, each of these
sectors can be served by smaller
firms, meaning that the ratio of self-
employed owners to paid workers
would be higher in these industries.

Majority of non-farm self-
employed earn their main living
operating their business12

Over half — 53% — of self-employed
non-farm workers in rural and small
town Canada earn at least 75% of
their income from their own unincor-
porated business. This is somewhat
lower than the national figure of 57%.
However, the overall figure masks the
fact that average earnings can vary
substant ia l ly,  depending on the
industry in which an individual works.
Self-employed workers in producer
services, for example, have much
higher average earnings relative to
those in “other services” or the goods
sector.13

As is the case among paid workers,
a gap in earnings exists between
women and men. Men running an
u n i n c o r p o r a t e d  b u s i n e s s  w e r e
considerably more likely to earn more
than three-quarters of their total
income from non-farm self-employ-
ment :  on  average ,  58% of  men
compared to 47% of women in the
RST labour market. There are many
reasons why women generally earn
less than men from self-employment,
among them the fact that women
more typically work in lower-paying
industries; they more often work
part-time, especially in rural and
small-town Canada; and they are
much less likely than men to employ
paid workers,  which is general ly
associated with larger enterprises
and higher income.14

Summary
Self-employment has always been
more common in rural and small
town Canada than in larger urban
centres. This has historically been
due to the effect of farming, but it
remains true as the importance of the
non-farming economy strengthens.
During the past two decades, non-
farm self-employment activity has
become increasingly important as a
source of employment and income.
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Older workers have been at  the
forefront of these changes, reporting
the greatest increases in rates of
non-farm self-employment and, on
the farm side, the greatest losses.

In 2001, about one-third of non-
farm self-employed workers in the
R S T  l a b o u r  m a r ke t  o p e r a t e d
businesses in the goods sector.
However, fully two-thirds of non-farm
bus iness  owners  worked in  the
service sector, with high represen-
tation in the distributive services and
other services industries.

A s l im major ity of  RST entre-
preneurs running an unincorporated
business earned at  least  three-
quarters of their annual income from
self-employment in 2000, with men
more likely than women to be making
their main livelihood running their
own business.
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