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WAGE SUBSIDY INELIGIBILITY IN SMES 
  
Following the announcement by Finance Minister Bill Morneau on April 1, 2020 of the eligibility 
criteria for the Canada Emergency Wage Subsidy (CEWS), the Council of Canadian Innovators (CCI) 
conducted a series of surveys with CEOs leading small- and medium-sized businesses in Canada’s 
Information and Communications Technology (ICT) Sector to determine whether non-static 
innovation-based companies would be able to meet the eligibility requirements for the CEWS. 
Currently, companies are eligible for the CEWS if they can demonstrate to CRA that they have 
experienced a 30% year-over-year (YoY) revenue drop compared to this same time of year in 2019. 
 
During the time period of April 1-4, 2020, CCI heard from 651 CEOs that lead ICT companies 
employing a total of 58,134 workers. 498 CEOs identified their companies as revenue generating 
scale-ups employing a total of 56,436 workers. 153 of these CEOs identified their companies as 
pre-revenue start-ups employing a total of 1,698 workers. CEOs were asked to describe their 
business models, and the most frequent responses were software-as-a-service (SaaS), recurring 
monthly revenue through subscriptions, e-commerce, IT services and consulting, and hardware. 
 
KEY FINDINGS 
 

• Of 651 CEOs surveyed, 609 CEOs (94%) said that their companies would be ineligible for 
the CEWS because of the revenue test. Only 42 CEOs (6%) said that they would be able to 
measure a reduction in business activity by revenue YoY. 

• Most CEOs said they do not measure a decrease in business activity by revenue loss and 
instead track key quantifiable business activities such as billable hours and receivables, 
units shipped, gross bookings, net new subscribers, monthly recurring revenue or 
subscriber churn.  

• Based off of the findings of CCI’s surveys, CCI estimates that around 39,000 Canadian ICT 
companies are ineligible for the CEWS because of how they evaluate a reduction in 
business activity 

• 40% of Canadian tech CEOs surveyed have already laid off employees since the beginning 
of the pandemic 

• 82% of Canadian tech CEOs are planning layoffs for the coming weeks 
 
ELIGIBILITY 
 
CEOs were asked if they could demonstrate a reduction in business activity through revenue loss. 
Of the entire group of 651 respondents, 94% said that they would not be able to demonstrate a 
30% revenue decrease despite experiencing a 30% decrease in business activities. In total, only 42 
respondents said they would be able to meet the eligibility test and demonstrate a 30% decrease 
in business revenue YoY (39 scale-ups, 3 start-ups). In summary, only 6% of Canadian tech SMEs 
surveyed are able to meet that revenue test.  



 

 

 
Most CEOs surveyed said that they would be unable to meet the revenue test because most SMEs 
do not generate monthly income statements. Instead most respondents said they track key 
quantifiable business activities such as billable hours and receivables, units shipped, gross 
bookings, net new subscribers, monthly recurring revenue or subscriber churn. These business 
activities varied from business to business and between ICT sub-sectors.  
 
In 2018, there were over 41,500 companies in Canada’s Information and Communication 
Technologies (ICT) Sector, according to StatsCanada’s Canadian ICT Sector Profile 2018. CCI 
estimates that around 39,000 ICT companies may not be able meet the eligibility requirements of 
the CEWS.  
 
PAYROLL REDUCTIONS 
 
CEOs were asked if they had adjusted payroll since the beginning of the pandemic. 263 CEOs 
responded that they have already laid-off workers since the pandemic began, and 538 CEOs were 
planning to issue lay-off notices in the coming weeks if the eligibility criteria remained the same. 
In summary, 82% of companies were looking at issuing layoffs in the coming weeks, representing 
47,669 workers.   
 
FEEDBACK FROM CEOS 
 
The following quotes are from responses to CCI’s surveys: 
 
“My employees that chose to work for us as an innovation-based company will suffer if / when we 
elect to start layoffs by simple virtue of the fact that we do not qualify for this wage subsidy.” 
 
“Without this subsidy, we will have to lay off talented, highly skilled individuals who are not able to 
go into work as a result of the current situation. Further, our path to market will be dramatically 
slowed, and growth of the company largely stalled. This wage subsidy can allow us to retain our 
team, which includes difficult- to- find, specialized talent. We will need to know soon and get some 
certainty, as we are on the brink of laying off people next week.” 
 
“This measure does not work for us for two reasons: 1) whereas we have invoiced our regular 
subscription amounts in March, we will not know for months whether the fees will ultimately be 
paid, and 2) a lot of our cost structure is geared towards the anticipated pre-COVID growth 
trajectory. If new bookings fall to zero, even in the absence of contraction of recurring revenue, 
there could be an implied 30+% decrease in our required staffing level thus also leading to layoffs.” 
 
“We are one of the fastest growing cloud technology services companies in North America. We 
manage our EBITDA closely. When the downturn started, we immediately cut our payroll. We 
funded the company ourselves and cannot afford a 30% downturn in revenue without immediately 
laying off staff.” 
 



 

 

“In conclusion, it seems the focus should be on job preservation and if jobs existed pre-crisis and 
that the business keeps these people employed, they should be supported until the end of the 
summer. It seems the 30% is arbitrary and in many respects lacking in terms of understanding the 
realities of Canadian businesses at various stages and in various configurations.” 
 
“Without being eligible for the wage subsidy, layoffs will happen.” 
 
“If were able to get this relief, we would be able to retain our staff and possibly hire more people. 
Without it, it would be difficult to retain all staff and we may need to consider layoffs.” 
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