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With thanks

Here’s the story...
Canada is home to unbridled strength in technology firms. They start up, many
stay up and, with the right knowledge and support, some will scale up too. High
growth rates? That’s the norm for countless tech firms that are writing the code
for success at home and abroad.
But what do high-growth tech companies do to become successful? In the
previous Lazaridis Reports, various insights emerged. For instance, we learned
from the 2017 study that international performance acts as a catalyst for overall
sales growth. So in 2018, we had two primary questions:
1. What are the core characteristics of high-growth technology firms in Canada?
2. What international business practices are linked to growth?
Grow Global: Key Performance Drivers of Canadian Technology Firms
identifies a range of factors linked to growth, paying particular attention to
international decisions and activities.

A project like this is the result of a collective effort.
As always, we are grateful to our research participants. As a small token of our
thanks, we are sending every firm that provided its name a set of customized
results to help their benchmarking efforts. The aggregate report, however, is
available to all other firms and anyone interested in knowing more about our
results.
We thank Communitech, a partner of the Lazaridis Institute for the Management
of Technology Enterprises. Our study could not have been done without the
support of Iain Klugman, Steve Currie and Angela Larraguibel. Sarah Lubik,
and her team at Simon Fraser University’s Venture Connection program, were
particularly helpful in generating participants from B.C. Our friends at the many
accelerators across Canada supported us by sharing our request for survey
participation – thank you all.
Thanks go to Kira Vermond (copy editor) and Carly Gouweloos (graphic artist).
The report reads and looks the way it does due to the amazing skills of these two
talented professionals.
Our final thanks go to Mike Lazaridis for investing in the Lazaridis School and
providing the Lazaridis Institute with what it needs to help Canada’s most promising technology firms scale up and succeed.
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What are the core characteristics of high
growth technology firms in Canada?

What international business
practices are linked to growth?

The snapshot

The big picture

What are the core characteristics of high-growth technology firms in
Canada? What international business practices are linked to growth?

The firms in our study enjoy average sales revenue growth of just over 117%
per year1. That number? It’s a big deal. The most commonly used definition of
“high growth” is 20% per year (e.g. OECD, EuroStat).

To tackle these two questions, our research connects the dots between…
1) Business practices
2) Growth in sales revenue, international sales revenue, and employees

2018 Study Scope
Like last year, we studied firms across Canada to gain a better understanding of
core performance drivers. This covers startups to those trying to scale up. Our
sample allows us to compare:
Younger firms (37%) to older ones (63%)
� SaaS (40%) versus non-SaaS firms (60%)
�

Who don’t we study? Think companies like Slack, WealthSimple or WattPad.
Our research doesn’t include these types of major players – they would throw
off the results.

What’s more, if we scratch the surface of this year’s data, only two business characteristics are associated with this very high rate of revenue growth. They are:
�
�

Growth in international sales revenue
Using a commercialization strategy referred to as “Reputation-Based Idea
Trading”2 What does this mean? These firms focus on integrating new ideas
into established value chains. It’s a value-added strategy where the firm
strengthens the value propositions and market power of their partners.

Going one step further, our respondents report an average growth rate of 91%
in number of employees over the past year. Average growth in international
revenues is even higher at 141%. As we will see, international market activities
are critical to a firm’s overall performance.
These are merely, big-picture, high-level patterns. The remainder of this report
digs down to reveal more granular details. Turn the page to find out more.

1 We have two outlier firms according to their reported revenue growth. Removing these firms bring the average revenue growth to around 117%. This addresses the outlier effect and changes the split regression results (but not the overall

regression results). Given the extreme nature of these outliers, they are excluded from our analysis.
2 Four different types of commercialization strategies are discussed by Gans and Stern (2003). More details come in this report but for real depth, please read: Gans, J and S Stern (2003). The Product Market and the Market for “Ideas”:
Commercialization Strategies for Technology Entrepreneurs, Research Policy, 32, 333-50.
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The Introduction: Smart growth is the
name of the game
As we noted last year, McKinsey & Company argues that revenue growth is
the number one predictor of market capitalization. In fact, it matters more
than margin or cost structure.3 Smart revenue growth keeps investors happy
and it signals the long-term business potential to customers, competitors,
partners and employees. Smart firm growth – and expanding your employee
base as needed – signals that you’re on to something. Something big.
Like previous Lazaridis Reports, we compared the firms in our study in two ways.
�

Younger firms versus older firms

�

Firm type – SaaS firms versus those that describe themselves as enterprise software,
software or web consultants, digital media, hardware, hardware-as-a-service (HaaS),
or science-based companies. Why the focus on SaaS firms? Easy. They account for
40% of the sample.

Definition please!
Younger firms are less than six years old, while
older firms have been around for six years or more.

3 Kutcher, E. O. Nottebohm and K. Sprague (2014). Grow fast or die slow, McKinsey & Company Insights and Publications.

Dotting “i”s and crossing “t”s
Before performing formal analysis, we
conducted a series of validity tests (e.g.
normality, exploratory factor analysis,
Cronbach’s alpha, confirmatory factor
analysis). Our primary analysis method is
linear regression.

Who are we learning from?
We shared the survey through the Lazaridis Institute’s network of accelerator partners across Canada. They kindly reached out to their client firms with a request to participate
in the study. Data collection took place between October 2017 and January 2018. A total of 98 firms completed the survey, 93 of which were usable for analysis.

Firm size and outside forces
Because we wanted to be sure we weren’t comparing bits with bytes in our analysis, we were on the lookout for three potential influences on the data:
1. Firm size
2. Firm age
3. Firm type
Firm size refers to the number of company employees. Firm age dates to year of founding. Given the dominance of SaaS firms in our sample, firm type is either SaaS or nonSaaS. We controlled for all three influences, as appropriate, during our analysis.
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By the numbers

Median sales
revenue is
$1.55M

Median
firm age is
6 years

Respondents’
experience in their
firm: a median of
4.5 years

Where?
43% Ontario;
56% rest of Canada

Median firm size:

16 employees

Median international
sales revenue is $1M CAD

By commercialization strategy4
Attackers Advantage (Innovators) – 39%
� Innovating along a new technology trajectory, selling to
customers that are poorly served

Greenfield Competition (Standard Setters) – 16%
� Building a network or ecosystem around a new idea, focusing
on ensuring this completely new value chain is competitive

Reputation-Based Ideas Trading (Integrators) – 35%
� Integrating a new idea into an established value chain, enhancing
the value propositions and market power of partners

Ideas Factories (Inventors) – 10%
� Inventing and protecting generalized technology, enhancing
value to existing players and their end users

4 Typology from Gans, J and S Stern (2003). The Product Market and the Market for “Ideas”: Commercialization Strategies for Technology Entrepreneurs, Research Policy, 32, 333-50.
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Reach for the top!
Want to generate white-hot growth? There are a whole slew of business practices with the potential to get you there. Sales spend. Customer management capabilities. Management style. The list goes on. We studied a total of 22 business practices or characteristics to find out what works best. In the end, a small set of practices stand out. Yet, the
results differ depending on firm age and firm type.

Exploring growth in sales revenue
Differences by firm age
Across the sample, the average rate of growth for overall sale revenue was 117%. But this rate differs depending on how old the firm is. Likewise, as a firm develops with time,
different business practices have an impact. Patterns tend to change at about the six-year mark.
Older firms grew their total sales revenue by an average of 48% last year. Most are B2B. Four growth drivers emerge for firms that are no longer startups but stay-ups.

Sales Growth Drivers
Rewarding people based on the value they add*

Younger Firms
ns

Older Firms
4.2

Growth (%) in international sales revenue

ns

102.0%

Amount spent on marketing (as a % of revenue)

ns

18.8%

Amount spent on sales (as a % of revenue)

ns

19.7%

* Score measured on a 5-point scale where 5 = strongly agree
ns = Result is statistically non-significant

These numbers show that revenue growth in older firms stems from how they recognize and reward their employees. This isn’t surprising. Successful firms are known for valuing
what employees deliver to their organization – not focusing on pay grade.
The next three drivers are all consistent with previous Lazaridis Report findings. For starters, international sales are critical to overall growth in revenue. Selling to Canada isn’t
enough. The numbers also indicate that investing in both marketing and selling is critical to success.
What about younger firms? Here’s where the highest revenue growth occurs – the annual average was 280% for firms less than six years old. However, we could not tease out
any specific performance drivers for these firms. Does this mean nothing makes an identifiable difference for early stage startups? We don’t think so. Unfortunately, this year’s
statistics didn’t allow us to draw a specific conclusion, likely due to the range of firm types in our sample. For instance, revenue growth in a young science-based firm will be very
different than in a young SaaS firm.
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Differences by firm type
Separate from the findings for firm age, we see differences that mark SaaS firms versus non-SaaS (again – the latter are software, digital media, emerging tech, hardware,
hardware-as-a-service or HaaS, and science-based). Using these two categories, we see:
For SaaS firms…
high growth in overall sales revenue is related to:
Paying close attention to internal customers: their employees. High-growth SaaS firms reward and recognize employees based on the value they add to the firm, rather
than, say, a title they hold or years of experience. This creates employee commitment and a strong culture.
� Monitoring international markets.
� Spend more to get more! A growing SaaS firm puts its money where its mouth is and earmarks money to fund selling efforts.
�

For non-SaaS firms…
high growth in overall sales revenue is related to:
�
�

A commercialization strategy that integrates new ideas into an established value chain to reinforce partner assets. This strategy is based on a philosophy of co-operation.
Non-SaaS firms with strong revenue growth also had very strong performance in international markets.

Sales Growth Drivers
Rewarding people based on the value they add*

SaaS
4.1

Non-SaaS
ns

3.5

ns

26.5%

ns

Commercialization strategy of ‘Reputation-based ideas trading’**

ns

30.2%

Growth (%) in international sales revenue

ns

198.0%

Systematically collecting data about international markets
Amount spent on sales (as a % of revenue)

* Score measured on a 5-point scale where 5 = strongly agree
** Percentage of firms with this commercialization strategy
ns = Result is statistically non-significant
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Exploring growth in firm size – your people
Differences by firm age
The story now becomes more fine-grained. Across the sample, there was an average growth rate of 91% in firm size (by number of employees).

Employee Growth Drivers
Customer-driven NPD process

Younger Firms
4.0

Older Firms
ns

280.0%

48.0%

Growth (%) in international sales revenue

ns

102.0%

Being in an accelerator or incubator program

ns

32.2%

Helping customers make the best decisions for their needs*

ns

4.5

Systematically collecting data about international markets*

ns

3.4

Amount spent on marketing (as a % of revenue)

ns

18.8%

Amount spent on sales (as a % of revenue)

ns

19.7%

Growth (%) in sales revenue

* Score measured on a 5-point scale where 5 = strongly agree
ns = Result is statistically non-significant

For younger firms, the average growth rate for size clocked in at 191%. It turns out that a firm’s approach to new product development (NPD) is linked to growth in team size. In
particular, high-growth firms have a NPD process that engages with customers early in the process and then through ongoing development and refinement. This, in turn, builds
market traction – quantitative evidence of market demand – and then a need for more employees. A virtuous cycle!
Of course, there’s also the importance of growth in sales revenue because this allows managers to reinvest in their firm by adding talent.
Older firms in our sample grew somewhat more slowly – an average of 44% in terms of firm size. As with their younger counterparts, employee growth is tied to revenues.
There are, however, many other pertinent factors at play for the older firm trying to grow in size.
One key is high growth in international sales revenue. Another involves working with customers in partnership, guiding them to make good business decisions – even if that
means introducing them to another firm’s product. That makes sense. If the customer buys elsewhere, you can be sure that trust and positive word-of-mouth have been
generated. Also influential is keeping a regular watch on the international market, and investing consistently and equally in both selling and marketing activities.
Keep in mind that these results are based ONLY on firm age. More to come….
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Linking growth in size to firm type
What do we see across firm type?
For SaaS firms…
For employee growth, a commercialization strategy focused on greenfield competition is important. This involves an approach intent on setting the standard by building
a network around a new idea, and ensuring the new value chain is viable and competitive.
� These firms have technologies with global potential. And they know the value that comes from serving international markets.
� They have a strong focus on the market. They invest well in marketing activities.
� Expanding SaaS firms recognize the customer as an asset, working with them as partners to help them make the best decisions for their needs. As discussed earlier, this
approach to managing customer relationships builds the firm’s reputation, even if the customer buys elsewhere.
�

For non-SaaS firms…
�
�

Success depends on how long they’ve been serving international markets. This is yet another signal of the importance of internationalization.
Employee growth is strongly impacted by growth in sales revenue. It’s pretty simple of course: to hire more, sell more.

Employee Growth Drivers
Commercialization strategy of ‘Greenfield competition’**

SaaS
14.3%

Non-SaaS
ns

Helping customers make the best decisions for their needs*

4.4

ns

Thinking globally*

4.3

ns

24.2%

ns

Growth (%) in sales revenue

ns

147.0%

Length of internationalization in years

ns

7.0

Amount spent on marketing (as a % of revenue)

* Score measured on a 5-point scale where 5 = strongly agree
** Percentage of firms with this commercialization strategy
ns = Result is statistically non-significant

From the above findings, it’s clear that international sales are critical to overall growth. But what else do we need to know about international activities? What markets do highgrowth firms serve?
Let’s consider these issues now.
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The future is international
In our study, 85% of the participating firms generated revenue from outside of Canada. On average, they entered international markets quickly (within in 2.2 years of
founding). And as noted at the beginning of this report, the firms in our sample grew international sales revenue by 141% last year.
Typically, firms entered the U.S. market first (88% of the firms in our study). The next most popular markets for first entry were the UK and Australia. This might suggest
a perception that it’s easy to enter markets that “feel like” Canada. But we note, with interest, that markets including Colombia, France, Japan, Mexico, Singapore and
Germany were other first entry-choices.

In fact, the firms in our sample serve markets worldwide. Beyond the U.S., UK and Australia, core markets are Germany, France, China and South Africa. Additional markets
range from Belgium to Brunei, and Singapore to Spain. If we consider the average percentage of revenue generated from foreign markets, only 51% comes from the U.S. and
the balance from countries further abroad. This indicates a wide scattering of markets being served. The U.S. may be next door, but that doesn’t always mean it’s the market
companies want to be in (or should be in).
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So, what are the growth drivers for international performance?
For any firm experiencing strong growth in international revenue, there is a link to having been in an accelerator or incubator. This signals the benefits of such programs for
(e.g.) international network-building and/or access to new markets.
� These firms also invest heavily in selling and marketing activities. This suggests a very strong market-focused effort in terms of acquiring and support customers, as well as
building relationships and their brand.
�

International Sales Growth Drivers - Total Sample
Being in an accelerator or incubator program

Average
39.0%

Amount spent on marketing (as a % of revenue)

20.9%

Amount spent on sales (as a % of revenue)

23.4%

ns = Result is statistically non-significant

Global growth drivers for younger and older firms
An even finer-grained picture emerges if we consider firm age. There is just one driver of international revenue growth for younger firms: go abroad quickly.
In contrast, older firms benefit from having been in an accelerator or incubator program. They also reap the reward that comes with investing in marketing and sales activities.
A characteristic associated with management style also emerges for older firms: rewarding people based on the value they add. This is not surprising given the importance of
having the right people in place as the firm moves beyond Canada into more complex environments.

International Sales Growth Drivers
Early internationalization*

Younger Firms
1.5 years

Older Firms
ns

Rewarding people based on the value they add**

ns

4.2

Being in an accelerator or incubator program

ns

32.2%

Amount spent on marketing (as a % of revenue)

ns

18.8%

Amount spent on sales (as a % of revenue)

ns

19.7%

* Firm age at internationalization
** Score measured on a 5-point scale where 5 = strongly agree
ns = Result is statistically non-significant
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Global growth drivers by firm type
Turning to firm type, our data reveal no patterns specific to non-SaaS firms in terms of growth in international revenues. This may be due to the diversity of non-SaaS firms in
our sample.
For SaaSters, however, it comes back, again, to the key role played by supporting – investing in – marketing and sales activities.

International Sales Growth Drivers
Amount spent on marketing (as a % of revenue)

SaaS
24.2%

Non-SaaS
ns

Amount spent on sales (as a % of revenue)

26.5%

ns

ns = Result is statistically non-significant

Start me up
Every year (2016-18), we’ve asked about participation in accelerator or incubator programmes. But it is only now that we see their impact. If a firm has participated in an
accelerator or incubator, they are likely to see growth in employees and international sales – although this only emerges for older firms.
It may be that the many programmes designed to help startups DO make a difference but NOT until the firm has a bit of time under its belt. We also suggest that in general,
our results offer some ideas for programmes specific to older firms. Examples relate to managing selling activities or internationalization as the firm moves from startup to
stay-up.
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And there’s more questions
As always, the results of the annual Lazaridis Report have us asking more questions.

Why are our patterns a little different from
previous years?
Our past studies identified specific influences on the revenue growth of young
firms. But not this year. Why not? The mix of firms in our sample may be just
different enough that earlier patterns aren’t statistically significant. It may also be
that our younger firms are diverse enough that no clear patterns emerge based
on age. As a result, we remind readers that our results are indicators. They are not
definitive.
We recognize that R&D is at the very core of how a technology firm operates. Like
last year, however, our data show no positive link between R&D spending and
growth in revenues or firm size. In fact, it’s negatively associated with sales growth.
Further research needs to examine this issue more fully by exploring when R&D
investment is more (or less) influential across different types of firms. Is it more
effective to invest in R&D for radical innovation? Or for smaller, incremental
advances? Does this differ by firm type?
In terms of organizational design, this year’s data reveal that again, the firm’s
philosophy around employee reward and recognition is critical. Indeed, this is the
only factor with impact from a wide range of ‘management style’ questions. Why?
The 2018 report adds questions regarding commercialization strategy. This
year’s sample is split across all four strategies, but only two are associated with
growth:
1) the Integrator, a.k.a. the strategy based on reputation-based idea trading.
2) the Standard Setter, a.k.a. the strategy of greenfield competition, or building a
network or ecosystem around a brand new idea
These two strategies account for only half of the sample though. What are the
implications for the other firms?

Our next steps
This is the third annual Lazaridis Report. We’ve learned many things, one of which is that we need better ways to capture the capabilities and decisions made by tech firms,
particularly those that are young.
We hope that as research at the Lazaridis Institute moves forward, more insight will emerge. Only with data can we learn what really helps Canadian tech firms of different
ages and types start, grow and thrive.

Lazaridis Scale-Up Program
You’ve read the report, now live the data. The Lazaridis Scale-Up Program helps high-performance Canadian tech firms reach their fullest potential: an elite annual cohort
we call the Lazaridis10.
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To learn about our first two Lazaridis10 cohorts – Canada’s most promising technology firms – check us out! scaleupprogram.ca
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Questions or comments?

Lazaridis Institute for the Management of Technology Enterprises
Wilfrid Laurier University
75 University Avenue West, Waterloo, Ontario, Canada N2L 3C5
lazaridisinstitute.ca

Nicole Coviello
Lazaridis Institute for the Management of Technology Enterprises
tel 519 884 0710, ext 2054 email ncoviello@wlu.ca
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