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Combining both BDC financing and consulting services helps bolster revenues. BDC clients that use both
financing and consulting services not only outperform non-BDC clients on the revenue growth front, but they
also outperform other BDC clients that use only one of the two BDC services. For example, Chart 6 shows
that the 2001 cohort of BDC clients that used both financing and consulting services had 59.3% higher
revenue growth in their fifth year than non-BDC clients, while BDC clients that used only financing or only
consulting services had 21.0% and 18.9% higher revenues, respectively, than non-BDC clients.®

An analysis of BDC clients receiving only consulting services (more than |5% of all clients) did not lead
to conclusive performance relationship results, except in the area of revenue growth, where results were
similar to those of clients that use financing services alone.

6 The financing and consulting group s for all cohorts combined (200 1-2005) because of the relatively low number of businesses that used
both services. The financing-only and consulting-only groups are the 2001 cohort, as it allows the maximum time lag (of up to five years).



2.0 Performance of BDC Clients by Industry and Region

Comparing the performance of BDC clients by industry and region is important. The key finding of the
Statistics Canada analysis in this area is that the industrial and regional performance of BDC clients was similar
to the aggregated national impact. However, this similarity does not mean that total impact was identical
across industries and regions. Differences in the industrial mix in each province affected the amount

of additional revenues generated or jobs created, but the percentage difference was not significant.

The consistency of these results indicates a possible homogeneity in terms of adapting BDC services.
Different business cultures in Western, Central and Eastern Canada, in addition to specificities of supply
chains for individual industries, make BDC's task of understanding client needs challenging.

The positive results for BDC client performance by industry and region were spread over the entire

time period analyzed. That suggests that BDC clients successfully adjusted to the changing economic
environment between 2000 and 2005. The positive relationship between businesses using BDC services
and performance above that of non-BDC clients may be linked to BDC'’s long-term commitment to its
clients. The long-term industry commitment is illustrated in Chart 7, which shows that BDC's client mix
changed little between the 2001 and 2005 cohorts.
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Chart 7

Distribution of BDC’s Portfolio in the 2001 and 2005 Cohorts
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3.0 Conclusion

This analysis provides insight into the impacts of BDC services on Canadian businesses. The results
demonstrate that clients using BDC financing services achieve better results in terms of revenue growth,
employment and business survival than they would achieve if they did not use BDC services. The impact
increases every year following a business’ decision to use BDC services. Clients using both financing and
consulting services show even stronger revenue growth, particularly over time.

There is a negative relationship between BDC clients’ use of financing services and profit growth compared
to non-BDC clients, where results are statistically significant. Over time, the short-term loss in profits may
be compensated for by the fact that BDC financing clients are more likely to survive and stay in business
longer than non-BDC clients. Lower profits may be explained by clients increasing their investment
spending immediately after becoming BDC clients, because the Bank’s support as a long-term committed
financial partner increases their stability.

The short time frame (2000 to 2005) used to conduct this analysis means that results may not

be as significant if the macroeconomic context changes significantly. At the time of writing, the Canadian
economy is at a turning point. BDC will update this analysis in the future to get a better sense of its
clients’ performance compared to non-BDC clients during different economic cycles.

The balance of evidence suggests that BDC's service offering contributes to better performing businesses.
Moreover, consistent revenue and employment growth among BDC clients who use both financing and
consulting services suggest that this combination contributes to very positive business performance.
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Appendix: Methodology

Statistics Canada compiled a database of client information, which included BDC clients that used
financing and consulting services and a comparison group of non-BDC clients. BDC provided Statistics
Canada with detailed information for about 22,000 clients between 2000 and 2005. Of this group,
about 12,000 BDC financing clients and 2,500 BDC consulting clients (the study group) matched similar
businesses (the comparison group) that were not BDC clients, drawn from Statistics Canada databases and
Canada Revenue Agency tax records. These businesses were randomly paired based on similarities in terms
of the following characteristics:

B revenues;

B employment (number of employees);

B operating profit margin;

B total assets;

B  debt ratio;

B stage of development (start-up versus established);

B |egal status (incorporated versus non-incorporated);

B industry (according to NAICS codes for manufacturing, business services and all others); and

B geographic region (Atlantic, Quebec, Ontario, Prairies or B.C.).

After the data were compiled, they were statistically analyzed to compare the performance of BDC clients
with that of non-BDC clients. This comparison was based on the following indicators:

B revenues;
B employment;
B business survival; and

B profits.



Three hypotheses were then tested using regression analysis to determine correlation. The following
three hypotheses were tested:

B BDC financing and consulting services promote either
® sales and employment growth, or
® |ower production costs and higher labour productivity;
B BDC financing and consulting services promote profit growth; and
® BDC financing and consulting services promote higher business survival rates.

To test these hypotheses, the analysis isolated specific characteristics of the study group against the
comparison group. The validity of the results depended on keeping all other characteristics between the
two groups constant. Regression analysis took into account explanatory and control variables to estimate
the impact of financing and consulting services. Thus, the validity of the results also critically depended

on the assumption that differences in business outcomes between the study and comparison groups were
due solely to BDC intervention.

An industrial and regional analysis of the data set provided additional insight on the relative performance
of BDC clients compared to non-BDC clients. Fixed effects regression, which shows whether differences
are inherent in specific industries or regions, did not find any systematic difference within the 95%
confidence interval.
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