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Monthly Business Openings and Closures: 
Experimental Series for Canada, the Provinces 
and Territories, and Census Metropolitan Areas 
Amelie Lafrance-Cooke, Ryan Macdonald and Michael Willox 

The onset of the COVID-19 pandemic in March 2020 led to restrictions on economic activity. These 
restrictions led to widespread business closures in affected areas, with retail trade, accommodation and 
food services industries being the most affected. The reopening of businesses will have important 
implications for the speed and breadth of the economic recovery from COVID-19. 

These experimental estimates on monthly openings and closures supplement the annual and quarterly 
data that Statistics Canada produces on business entry and exit. While data on openings and closures 
are timelier, they are conceptually different from the data on entry and exit. Whereas a business can 
close and reopen within a year, a business can only exit or enter once. The concept of entry and exit 
aims to capture permanent rather than transitory changes.  

For example, to be classified as a closing business in March 2020, a business must have paid 
employment in February 2020 but no paid employment in March 2020. To be classified as an exit in the 
first quarter of 2020, the business must not have paid employment in any of the subsequent quarters in 
2020, nor in any quarter of 2021. Similarly, to be classified as an opening business in March 2020, a 
business must have paid employment in March 2020 but no paid employment in February 2020. In 
contrast, to be an entrant in the first quarter of 2020, the business must have paid employment in that 
quarter and no paid employment in any of the quarters in the previous year.  

The COVID-19 pandemic has highlighted the need for both types of information. There is a need to know 
how many businesses have been immediately impacted by the COVID-19 shutdown and to track how 
many are reopening. The new experimental data on openings and closures address this gap. However, 
there is also a need to know how many of these closures are permanent (and are therefore exits) and 
how many new entrants there are to replace those permanent closures, as this will inform the longer-
term impact of the pandemic.  

The results show that the COVID-19 pandemic has led to a significant increase in business closures and 
a decrease in business openings. In April 2020, 88,187 business closures were observed, more than 
twice the level observed in April 2019. The increase in business closures was widespread across the 

This article in the Economic Insights series presents monthly estimates of the number of business 
openings and closures, continuing businesses, and active businesses from January 2015 to April 
2020. The estimates for businesses with employees are available for Canada, the provinces and 
territories, and census metropolitan areas. Where possible, industry information based on two-digit 
North American Industry Classification Systems codes are also presented. A business closure is 
defined as a firm that had employment in the previous month, but no employment in the current 
month. The closure may be temporary or permanent. Since January 2015, an average of 
approximately 39,000 businesses have closed each month in the Canadian business sector. More 
than twice that number, 88,187, was observed in April 2020. 
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provinces and territories, but was particularly high in Ontario and Quebec. The most affected industries 
were accommodation and food services, other services (excluding public administration) and retail trade, 
where business closures more than doubled relative to one year ago. Business openings declined in 
April, but not to the same degree as the increase in closures in the same month. There were 32,803 
business openings in April 2020, a decrease of 18.3% compared to April 2019. 

Defining and measuring short term business dynamics 

Measuring short-term business dynamics requires a set of definitions for recognizing sub-annual changes 
in firm activity and a data source that provides numerical estimates based on those definitions.  

The basic measures of short-term business dynamics are monthly counts of openings, closures, 
continuing and active businesses. Openings are defined as businesses with employment in the current 
month and no employment in the previous month, while closures are defined as businesses that had 
employment in the previous month, but no employment in the current month (Table 1). Continuing 
businesses are those that have employees in both months, and the active population in any given month 
is the number of opening and continuing businesses in that month. 

 

The PD7 payroll deduction files from the Canada Revenue Agency and the Business Register are the 
data sources for the estimates. The PD7 files provide the number of employees for each employer in 
Canada. These administrative records are linked to enterprises and establishments in the Business 
Register to obtain industry and geographical information1.  

Businesses can change geography and industry over time. To reduce the volatility in the estimates due 
to changes in industry or geographical indicators and to focus on genuine openings and closures 
associated with changes in economic activity, the industry and geographical classification of a business 
is held constant for a period of time. For example, for the 2015 estimates, the industry and geographical 
estimates will be held fixed from December 2014 to January 2016.  

While the vast majority of enterprises have operations in a single geographical area and in a single 
industry, large enterprise can have activities in multiple industries and multiple geographical areas. 
The activity of a large enterprise in a particular geography/industry can be an important contributor to that 
geography/industry even if it represents only a small part of that enterprise’s activities. To reflect the 
complex nature of these large enterprises and their impact across industries and geographies, they are 
allowed to contribute to the counts multiple times.  

                                                
1  A portion of firms making PD7 remittances do so quarterly rather than monthly. For these firms, the values in the PD7 

remittances are spread over the months for which they represent. This creates a possibility of having periods of increased 
dynamics activity at particular points when quarterly remitters are in contact with Canada Revenue Agency. No adjustments 
are made for these firms in the micro files used to create the business dynamics estimates.  To the extent that these events 
occur similarly every year, seasonal adjustment should remove the effects of irregular remittance patterns. 
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To illustrate, consider the following example at the national level. If a large retailer also has wholesaling 
establishments, then it would count as one active business in the Canadian retail industry, and one active 
business in the Canadian wholesale industry. If the enterprise closed its operations in wholesale, but not 
in retail, it would count as a closure in the wholesale trade industry and an active business in retail trade.  

This concept also applies at the provincial level and below. If an enterprise has operations in two 
provinces, then it would contribute to counts in both of those provinces. Depending on whether the 
enterprise had establishments in multiple industries in those provinces, it could contribute more than one 
in a province.  

While the treatment of complex enterprises described above has benefits, it also creates a challenge for 
aggregation because it essentially treats all geography-industry combinations as distinct groups, and tries 
to gauge how many businesses are active within each one. As a result, the sum of the disaggregated 
data will be greater than the published data for the higher level aggregation. The resulting estimates are, 
therefore, appropriate for examining business dynamics over time within and across industry-geography 
groups, but analysis that rests on measures designed to work within an aggregation scheme, such as 
contributions to growth or share analysis, needs to be undertaken with caution. 

Recent patterns in monthly business openings and closures 

Steep increase in business closures in the Canadian business sector in April 2020 

Business closures occur for various reasons, such as a lack of cash flow or financing to sustain the 
business, and competition which can drive out weaker businesses. Since the beginning of the monthly 
openings and closings series in 2015, on average, about 39,000 businesses have closed in Canada on 
a monthly basis in the business sector. In April 2020, 88,187 businesses closed (Table 2), a level that 
has not been observed since the beginning of the series and more than double the level of closures 
observed in April 2019 (Chart 1). The large number of business closures in April 2020 reflect the impact 
of the COVID-19 pandemic, which forced many businesses to shut down their operations. Notably, 
closures have increased since November 2019, which may also be attributed to events earlier in 2020, 
including the steep decline in oil prices and the rail blockades. These earlier events may have also 
contributed to the elevated level of closures later in the year.  

Business openings in the Canadian business sector also decreased since December 2019, which may 
have been due to a drop in business confidence surrounding news of the global pandemic, and thus a 
lower desire to start a new business. 
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Business closures more than triple in accommodation and food services compared to 
one year earlier 

The number of business closures increased in April 2020 in all industries, and some industries had 
significantly more business closures than the average. The largest increases in business closures from 
April 2019 to April 2020 occurred in accommodation and food services (6,719 or 274.1%), followed by 
other services (6,814 or 264.3%) and retail trade (6,133 or 217.7%) (Chart 2). In contrast, finance and 
insurance and management of companies and mining, quarrying, oil and gas extraction had the lowest 
year-on-year growth rates in closures, which increased by 38.9 percent and 47.6 percent, respectively. 

It is possible that the COVID-19 pandemic had a substantial negative impact on accommodation and 
food services, other services (which includes personal services and religious organizations) and retail 
trade as they are not considered “essential” industries, and were not permitted to operate. Moreover, in 
many instances, employees in these industries do not have the option to work from home. As mentioned, 
the finance and insurance and management of companies saw the lowest drop in business closures (on 
a year-over-year percentage growth basis), which may partly be explained by greater opportunities of 
employees in that industry to work from home during the pandemic. 

Compared with April 2020, business openings decreased in all industries. However, the drop in business 
openings was not as substantial as the increase in business closures. For instance, in accommodation 
and food services, the number of business openings decreased by about 400 businesses (or 17.8%).  
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Business closures were widespread across provinces and territories in April 2020  

Compared with April 2019, many provinces and territories saw a doubling of business closures. The 
largest increases in percentage terms occurred in Ontario (149.7%) (Chart 3), Quebec (134.6%) and 
Nova Scotia (127.7%) (Table 3).  

Not surprisingly, the industry patterns of business closures in April 2020 at the national level are generally 
reflected across the provinces and territories, albeit to varying degrees. Business closures in other 
services and in accommodation and food services quadrupled in Ontario and tripled in Quebec from 
April 2019 to April 2020. In contrast, closures in finance and insurance and management of companies 
increased by only 17 percent in British Columbia and by 18 percent in Alberta. 

Business openings decreased in in all provinces and territories, except in the Northwest Territories 
(Table 3). On a year-over-year growth rate basis, the decline in business openings was fairly similar 
across the country, ranging from a decline of 1,326 (21.2%) business openings in Quebec and 3,981 
(24.3%) in Ontario to 79 (1.2%) in British Columbia. 
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A sharp increase in business closures was also recorded in Canada’s three largest census metropolitan 
areas (CMAs) in April 2020 compared to one year earlier. The largest increase is observed in Toronto 
(13,771 or 154.6%), followed by Montréal (4,812 or 139.9%) and Vancouver (3,655 or 92.6%). Over the 
same period, business openings decreased at a similar rate across the three CMAs, ranging from 
12.4 percent in Vancouver to 23.1 percent in Toronto. 
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Will the higher closures become more exits? 

Analysis of firm dynamics often focuses on the entry and exit of businesses into and out of the 
market place. One challenge in doing this sort of analysis is how to distinguish a business that 
exits a market place when it ceased operations permanently from others that cease operations 
temporarily. In the business dynamics literature, a business is typically assumed to have exited 
the market place if it has ceased operations for at least one year. There are many reasons why a 
business may close for a relatively short period of time. Many businesses, such as snow removal 
and landscaping companies, are seasonal by their nature and, therefore, only operate for part of 
the year. Others may close for a short period to upgrade facilities or restructure their corporate 
structures and finances. Whatever the reason, some closures are not permanent, and therefore, 
should not be considered exits.  

Although it is not necessarily true that every business closure results in an exit, it is true that every 
exiting business necessarily closes. Business exits and closures, for this reason, tend to be 
strongly related. This strong relationship can be helpful for predicting the number of exits beyond 
the last quarter for which business entry and exit data are available. Typically, closures and exits 
move together, falling when the economy expands and rising when it contracts. If the portion of 
businesses that close temporarily compared to total businesses remains relatively stable, then 
closures will continue to predict exits relatively well. 

The strength of this relationship can be seen in Chart 4, in which quarterly closures in the business 
sector were used to predict how many businesses would exit in the same quarter.2  

However, there is no guarantee that this relationship between closures and exits applies to the 
current situation. Indeed, the support measures to businesses under the Canada Emergency 
Response Plan to COVID-19 is expected to lower the number of expected exits. Using closures 
to predict exits through the COVID-19 pandemic likely overstates the impact of the current 
downturn compared to estimates generated during less extraordinary periods of economic 
expansion and contraction observed in Canada. 

                                                
2. The estimated exits were generated using the results from a regression of exits on closings and exits in the previous 

period. 
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Conclusion  

This Economic Insights presents results from new data series of monthly business openings and 
closures, as well as continuing and active businesses. These series provide timely measures of 
business dynamics for Canada, the provinces and territories, metropolitan areas, and select 
industries.  

The COVID-19 pandemic has led to a significant decline in economic activity that are reflected in 
the new series. The results show that business closures increased sharply in the Canadian 
business sector in April 2020, the most recent data point available. The increase was widespread 
across the provinces and territories, but were particularly high in Ontario and Quebec. The most 
affected industries were accommodation and food services, other services (excluding public 
administration) and retail trade, where business closures more than doubled relative to one year 
ago. Business openings fell in April but was proportionately small compared to the increase in 
closures in the same month.  

While these new series provide more timely insights into changes in firm population due to entry 
and exit, there is an important distinction between an opening business and a new entrant, and a 
closing business and a permanent exit. As this is the first article in a set of Economic Insights to 
be published on this theme, future work will involve examining/incorporating other data sources 
to look more closely at the relationship between business openings and entrants and business 
closures and exits. 

 

 


