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Executive Summary
In this study we explore the impact small businesses have on Calgary’s economy 
by looking in depth at the effect various business sizes have on employment and 
gross domestic product.

Since 1979 the mantra in public policy has been “small business is the engine of the 
economy”. Certainly, by sheer numbers this category is the largest contributor to 
a local economy. We want to know if there is anything inherent in small business 
that makes them more economically productive or greater employers than big 
business. We utilize regression analysis to measure the effects of business sizes on 
employment and GDP in Calgary thereby generating indirect evidence to show 
whether small businesses creates most of the new jobs or GDP in Calgary.

Result:  On average in Calgary we do not find that people employed in any size 
of business have any greater economic impact than people employed any other 
size of business. There are about 170 very large corporations in Calgary compared 
to about 50,000 small businesses. In total, there are about twice as many people 
employed in small businesses compared to big businesses and the total economic 
impact of small businesses in Calgary is about twice that of the very large 
corporations.

In short, small business is not “the engine of the economy” in Calgary. People are 
the engine of the Calgary economy. 

However, when we look at the details we find that there are some industries in 
Calgary where small businesses definitely outshine other size businesses.

In terms of both Employment and GDP, small businesses in these industries 
account for a greater than proportionate share of economic activity in Calgary;
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ff Construction
ff Transportation and Warehousing
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Figure 1. Number of Small Businesses and GDP 1998-2011

40

50

60

70

45

50

55

60

P,
 n
om

in
al
 $
bi
lli
on

s

m
al
l B

us
in
es
se
s,
 th

ou
sa
nd

s

GDP

20

30

35

40

1998 2000 2002 2004 2006 2008 2010

G
D
P

N
um

be
r 
of
 S
m

Number of Small Businesses



October 2012 October 2012

Briefing Note

3

1.	 Introduction
Small businesses are often called the engine of an 
economy as it is believed that they create many jobs 
(Birch, 1979). Accordingly, It is common for many levels 
of government to set public policy in favour of small 
businesses (Neumark, Wall, & Zhang, 2008). Although 
it is clear that small businesses play a significant role in 
the economy, the question is: are small businesses more 
productive or are there just a lot of them? In this paper 
we analyze the impact that businesses of various sizes 
and industries have on employment and gross domestic 
product in Calgary. 

2.	 Literature Review
We reviewed the economic literature concerning small 
business impact on the economy, the seminal work being 
“The Job Generation Process” by David Birch (1979). 
Birch’s original study on the role of small businesses 
in job creation was vital as there was no significant 
finding prior to his research about how important small 
businesses were in the economy. Birch’s study stated 
that small firms with less than 100 employees created 
most new jobs compared to big businesses. 8 out of 10 
new jobs were created by small businesses, according 
to Birch. Extensive research by others was conducted 

	 Adapted from Statistics Canada, Business Registry Division, 
Number of Businesses in Calgary Economic Region, Census 
Division 6, Alberta, by North American Industry Classification 
and Employee Size, 1998 - 2011, May 2012. This does not 
constitute an endorsement by Statistics Canada of this product.

Number of  
Employees:

ff Small Business

   1 – 49 Employees

ff Medium-Sized Business

    50 – 99 Employees

ff Large Business

   100 – 499 Employees

ff Big Business

   500+ Employees

Small businesses make up a large percentage of the total 
number of businesses in Calgary, as they commonly do 
elsewhere including Canada as a whole (Small Business 
Branch, 2011). Over 90% of Calgary businesses are small. 
This has been consistently so for at least the last 14 years. 
(Business Registry Division, 1998-2011).

What is a small business?
Businesses are defined in several different ways; eg: number of employees, assets, capital investments. For this 
paper, we define the size of the business based on the number of employees. The business size categories have 
been condensed down to the following categories;

Figure 1. Number of Small Businesses and GDP 1998-2011
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following Birch’s work, with some supporting Birch’s 
claim and others not. 

Those who agree with Birch’s findings confirm the 
importance of small businesses but vary on the degree 
of importance and they question the possibility of 
statistical error in his study.  Some studies that disagree 
with Birch’s findings investigate characteristics not 
discussed by Birch, such as the business age (Schreyer, 
2000). According to a report by the Small Business 
Administration, most small businesses will start out 
small, remain the same size, and in most cases close a 
few years after opening (Headd, 2010). Young businesses 
are highly correlated with small businesses whereas old 
businesses are highly correlated with large businesses 
but Birch’s study does not explore such characteristics.

Even amongst studies that have similar findings, there are 
many differences in the research itself. One of the main 
differences among these studies is the methodology; 
how are the sizes of businesses categorized? What 
characteristic of a business is taken into account? Are 
calculations carried out the same way? Is the study 
specific to one industry or does it take into account the 
overall effect regardless of industry? 

Another difference is the choice of database used. The 
methods of collecting data vary depending on the source 
and therefore technical error may exist, leading to 
different results and interpretation of the data. Extensive 
data on businesses may be only available in certain 
regions and for certain periods of time.

Although it is often said that “small business is the engine 
of the economy”, there appears to be no clear consensus 
on this in the literature.

 3.	 Data

3.1	 Data Source

The data available for our research covers 1998 to 2011 
in the Calgary Economic Region1. We use the Number 
of Businesses in Calgary Economic Region (Census 
Division 6) Alberta, by North American Industry 
Classification and Employee Size, 1998-2011 from 
Statistics Canada, Business Registry Division. 

We also use GDP by industry (1998-2011) for Calgary2, 
employment by industry for Calgary and other cities in 
Alberta (Statistics Canada, 1998-2011).

Information regarding business tax systems is from 
various municipal websites. (City of Red Deer, 2012) 
(City of Calgary, 2012)

The impact of firm size on firm profitability has been 
researched by others. As we do not have sufficient data 
for that analysis it is outside the scope of this paper. 
Interested readers are referred to  (Lafrance, 2012) for 
further reading.

3.2	 Data Modification

Business size in this data set is determined by number 
of employees. Raw data shows the breakdown of size 
category from 1-4, 5-9, 10-19, 20-49, 50-99, 100-199, 200-
499 and 500+. The number of business sizes is condensed 
in accordance with Industry Canada definition of 
business sizes; 1-49 (small), 50-99 (medium), 100-499 

1	 The Calgary Economic Region contains the city of Calgary as 
well as surrounding areas which include Foothills No. 31, High 
River, Longview, Turner Valley, Black Diamond, Okotoks, 
Rocky View County, Chestermere, Cochrane, Airdrie, Irricana, 
Beiseker, Crossfield, Mountain View County, Carstairs, 
Cremona, Didsbury, Olds, Sundre, Eden Valley 216 and Tsuu 
T’ina Nation 145.

2	 Based on Corporate Economics estimates.
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(large) and 499+ (big business). 

In this analysis, we further refine our investigation using 
2 digit NAICS codes to search for industry specific 
impacts of different sizes of businesses. 

4.	 Methodology
In the literature the number of jobs created, destroyed, 
and the net changes in employment are used to calculate 
the role of small business. Data required to measure such 
factors are unavailable at the municipal level therefore we 
attempted to derive the data from available information. 
We tried a couple methods to estimate the number of 
employees in each category to be able to measure job 
creation and job destruction. First we attempted to 
multiply the number of businesses by the midpoint of 
the category. This proved ineffective as it produced an 
overestimate of the total number employed. 

Another method tried was to assume a normal 
distribution curve for each business size category and 
utilize the mean of the distribution to estimate the total 
number of employees in each business size category. Our 
investigation revealed the distribution of employment is 
not normal and likely follows a chi-squared3 distribution, 
hence fitting a distribution to employment proved 
unworkable. Without the average number of employees 
in each category, detailed analysis of the job creation and 
job destruction could not be made. 

The analysis is limited by not having data on 
employment creation and destruction at our disposal. 
We do, however, have the net change in employment, by 
industry, so we proceed using that information. The lack 
of more detailed information prevents us from making 
conclusions about the growth patterns of businesses but 

3	 Chi-squared distribution is a probability distribution of the sum 
of the squares of a number of independent random variables.

still enables investigation of the importance of small 
business to the local economy.

Regressions employed in this study use employment 
and GDP as the dependent variables. The independent 
variables consist of the following;

ff Dummy Variable: there was a change in data 
collection methodology in 2007 in the business 
data

ff Number of businesses with 1-49 employees

ff Number of businesses with 50-100 employees

ff Number of businesses with 100-499 employees

ff Wages are included in the employment equations 
only 

This investigation, like David Burch’s, is concerned 
with comparisons to big business. As such, we drop the 
variable, ‘big business’, and permit it to be captured in the 
constant term. In so doing our results are automatically 
reported in terms of “compared to big business”. Also, we 
are ensured to avoid a problem with regression analysis 
known as perfect multicolinearity which would prevent 
statistical analysis. 

We take natural logarithms of our data before estimation. 
Using natural logarithms converts the regression 
coefficients to be reported in terms of elasticity. Elasticity 
shows “If Y changes by 1%, what will be the % change in 
X?”
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5. 	 Empirical Results

5.1	 Employment

To analyze the impact of business sizes in various 
industries on employment in Calgary, we employ the 
following equation:

lnEmployment=Constant+δ(Dummy)+β1ln(Ai)+
β2 ln(Bi)+β3ln(Ci)+ β4ln(Wi)

Where;

ff Employment: Total employment in CER
ff Ai: Number of businesses with 1-49 employees in 

industry i
ff Bi: Number of businesses with 50-99 employees 

in industry i
ff Ci: Number of businesses with 100-499 employees 

in industry i
ff Wi: Average wage per weekly in industry i

A negative correlation with employment means that a 
one percent increase in number of businesses (with 1-49 
employees for example) will result in a smaller increase 
in Calgary employment compared to when big business 
increases by 1%. If the negative coefficient is smaller 
than -1% (not observed in our work) it would indicate 
that total employment in Calgary decreases when the 
number of businesses increases. 

Expected Results:

Previous work has shown that small businesses create 
most of the jobs in national economies (Birch et. al.) 
therefore we anticipate coefficients for small business to 
be higher than for medium and large. Previous research 
by Birch states that 80% of new jobs are created by small 
businesses.  If this holds in our study, the coefficient on 

the small business variable in the All Industries equation 
should be about 2. 

Generally, an increase in wages will entice people to 
work, however a sufficiently high increase in wages 
entices people to enjoy some leisure time instead. As a 
result, there is no expectation on labour market reaction 
to increases in wages. All we can say is if employment 
rises when wages rise, people don’t use their increased 
income to work fewer hours4.

Results:

	 In General:

The All Industries regression shows:

Small business has a coefficient of 0.7130 meaning that 
a 1% increase in the number of businesses with 1-49 
employees will result in a 0.7130% increase in the overall 
employment more than if the number of big businesses 
were to increase by 1%.

Medium sized business has a coefficient of -0.2003 
which indicates that with a 1% increase in the number 
of business with 50-99 employees will lead to a 0.2003% 
decrease in employment relative to big business.

The coefficient of 0.2294 on large businesses implies 
that a 1% increase in the number of businesses with 
100-499 employees would yield a 0.2294% increase in 
employment compared to big businesses.

Using the elasticity estimates for the All Industries 
equation in Table 2 we derive the share of new jobs 
created by business size in Calgary5:

4	 The regression analysis for All Industries shows people still 
work more hours when wages rise, but we note that wages in the 
Mining, Oil and Gas industries might be so high that people in 
this industry might be working less when their wages go up. 

5	 See appendix for methodology.
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Business Size		  Share of new jobs

Small business		  36%
Medium 		  17%
Large			   26%
Big			   21%

There are about twice as many people employed in small 
business in Calgary as in big business. If there is no 
difference in the job creative capacity of small business 
compared to big business we would expect small business 
to take a slightly larger share at around 40%. We found 
there is no statistically significant difference between 
the expected 40% and the observed 36% and therefore 
conclude that in Calgary, on average, business size is not 
a determinant of employment generation. 

Small business is not the engine of employment growth 
in Calgary. People, employed in every different size of 
business, are the engines of employment growth in 
Calgary.

	 By Industry:

When we look at individual industries we find that 
some different size operations have different impacts on 
employment in Calgary. 

Looking at our detailed analysis we observe that there 
are industries where the greatest contributors to 
employment are larger businesses. They are:

ff Agriculture (50-99 employees)

ff Mining Oil and Gas (50-99 employees)

ff Utilities (100-499 employees)

ff Manufacturing (100-499 employees)

ff Educational Services (100-499 employees)

ff Health Care and Social Assistance** (100-499 
employees)

ff Information Culture and Recreation (100-499 
employees)

ff Public Administration **(100-499 employees)

It seems that in these industries a larger operation size 
is required to take advantage of economies of scale and 
provide the most efficient services. **Please note that 
starred industries are operated by government agencies 
and are generally providing service through what could 
be called big business.

Industries where small business (1-49 employees) 
had the greatest positive impact on employment were; 
construction, trade, transportation and warehousing, 
FIRE (finance, insurance, real estate and leasing), and 
PSTS (professional, scientific and technical services). 

The highest positive coefficient value across all equations 
was in the small businesses category in the trade 
industry. Trade includes both wholesale and retail trade. 
Wholesale trade consists of wholesale distributors of 
products such as petroleum, food, beverage and tobacco, 
motor vehicle and parts, building material and supplies. 
Retail trade consists of stores such as motor vehicle and 
parts dealers, electronics and appliance stores, building 
material and garden equipment and supplies dealers and 
gasoline stations. Among all business in Calgary, small 
businesses in the trade industry appear to be the most 
prolific employment generators.

5.2	 GDP

Gross domestic product is a measure of all activity 
in an economy. Conventionally GDP is denoted as 
consumption + investment + government spending + 
net exports. Succinctly, it is the measure of all business 
activity within a region.
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To analyze the impact of business size on the DGP 
produced in Calgary we employ the following equation:

lnGDP = Constant + δ(Dummy)+β1ln(Ai)+ 
β2 ln(Bi)+β3ln(Ci)

ff GDP: Total GDP in CER
ff Ai: Number of businesses with 1-49 employees in 

industry i
ff Bi: Number of businesses with 50-99 employees 

in industry i
ff Ci: Number of businesses with 100-499 employees 

in industry i

Expected Results:

Previous studies found a wide range of impacts on GDP 
by small business.  The most notable study (Kobe, 2007) 
stated that the role of small business was significant in 
the economy and more so than medium or big business.  
Kobe found small business to be responsible for 54% of 
business GDP.

Results:

	 In General:

The All Industries regression shows:

In general across Calgary, small businesses have the 
greatest positive impact on local GDP. A 1% increase in 
the number of businesses with 1-49 employees leads to a 
1.829% increase in local GDP more than if big business 
were to grow by 1%.

A 1% increase in the number of business with 50-
99 employees result in 0.1893 % less increase in GDP, 
compared to what would happen if big businesses grew 
by 1%. 

Finally, we find a 1% increase in the number of business 
with 100-499 employees is expected to result in a 0.0647% 
increase in the GDP, compared to big businesses.

Using the elasticity estimates for the All Industries 
equation in Table 3 we derive the share of GDP by 
business size in Calgary:

Business Size		  Share of GDP

Small business		  38%
Medium 		  21%
Large			   21%
Big			   21%

If there is no difference in the productive capacity 
of Calgary employees employed in small businesses 
we would anticipate that small business would be 
responsible for 40% of the GDP created in Calgary. 
Our analysis shows there is no statistically significant 
difference between the expected 40% and the observed 
38%. We conclude that Calgary employees are productive 
irrespective of what size of business they work for.

We confirm previous work showing that small business 
produces the largest share of business GDP compared 
to other size firms, but our estimate is not quite as high 
as Kobe`S.  As our estimate of GDP created by different 
business sizes mirrors the employment shares among 
different size businesses in Calgary we conclude that 
small business is not the engine of the Calgary economy. 
People, employed in every size of business, are the 
engines of the Calgary economy.

	 By Industry:

Looking into more detail we find that in some industries 
different size businesses do have a greater impact on local 
GDP than others. Industries where larger size businesses 
make the greater contributor to GDP are:
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ff Mining Oil and Gas (50-99 employees)

ff Manufacturing (100-499 employees)

ff Information, Culture and Recreation (100-499 
employees)

ff Other Services (100-499 employees)

Industries where small businesses make the greater 
contribution to GDP include:  Construction, Trade, 
Transportation and Warehousing, FIRE (finance, 
insurance and real estate) and PSTS (professional, 
scientific, and technical services).

Mining, oil and gas was the only industry where medium 
size businesses (50-99 employees) had the greatest 
positive impact on GDP. This may be a result of high 
merger activity. According to a study based on a review 
of the 50 largest Canadian target-supported transactions 
from June 1, 2010 and May 31, 2011 (Blakes, 2012), 30% 
of Canadian mergers and acquisitions were in the oil 
and gas/energy industry and 44% was in mining. 63.8% 
of establishments in mining, quarrying and oil and 
gas extraction are in Alberta (Industry Canada, 2011) 
therefore there is a high degree of merger activity in the 
oil and gas industry in Alberta, and more specifically, 
Calgary. 

Mirroring the finding with regard to employment, the 
highest positive coefficient value across all equations for 
GDP was in the small businesses category in the trade 
industry. Of all businesses in Calgary, small businesses 
involved in trade appear to make the proportionately 
greatest contribution to local economic activity. 

 5.3	 Growth Rate

We have insufficient data to comment on growth 
patterns among businesses, but this does not prevent us 
from commenting on overall growth in employment and 
economic activity by industry in Calgary.

In general, it appears that most small businesses (1-49 
employees) are not growing rapidly. 

Similarly, large business in educational services, 
healthcare and public administration have either a 
growth rate of zero or a very small growth rate indicating 
strong fiscal restraint in the face of growing population 
among public services. 

Conversely, the average growth rate of large businesses is 
greater than the average growth rate of all the other sizes. 
It appears that recent economic growth in Calgary has 
occurred among businesses which have the least impact 
upon Calgary GDP and employment. However, this 
may be illusory; as there are relatively few big businesses 
in Calgary the percent growth rate may be deceptively 
high. Additionally, the growth rate may be due to policy 
changes, for example, the Alberta electricity industry 
was partially deregulated on January 1, 1996. Since then 
many new retailers, marketers, wholesalers, generators 
and various support firms have entered the utilities 
industry thus skewing the results.
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6. 	 Summary
Conventional wisdom is that small businesses are strong 
drivers of the economy. Our research shows that people 
are the engines of the Calgary economy and that small 
businesses have a significant impact on employment and 
GDP owing to the fact that so many Calgarians work in 
small businesses. 

Even so, some business sizes in some industries appear to 
have a greater impact on the local economy than others.
The business sizes and categories which, when growing, 
have the greatest impact on Calgary employment growth 
are;

Rank	 Industry	 Size
1	 Trade	 1-49
2	 Mining, Oil and Gas	 50-99
3	 Construction	 1-49
4	 Transportation and Warehousing	 1-49
5	 Information, Culture and Recreation	 100-499

Dominated by small business, the business categories 
which, when growing, contribute most to Calgary’s GDP 
growth are;

Rank	 Industry	 Size
1	 Trade	 1-49
2	 Accommodation and Food Services	 1-49
3	 Transportation and Warehousing	 1-49
4	 Professional, Scientific and Technical Services	 1-49
5	 Finance, Insurance, Real Estate and Leasing	 1-49
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Appendix  

Linear Extrapolation

We start by recognizing that 100% of employees work for 
some size firm; if we add the job shares of all business 
sizes together it must sum to 1.  Second, we recognize 
that the share of big business is unknown as it is included 
in the constant term.  We denote this share as X.  As 
our formula for All Industries is expressed in elasticities, 
we may write the formula for the share of jobs in the 
economy attributable to all business sizes as:

  X + (1.713 * X) + (0.7997 * X) + (1.2294 * X)  =  1

Solving for X we get the share of new jobs that are 
attributable to big business, X=0.2108.  The share of new 
jobs in Small business  is then (1.713 * X) = 0.36.  Solving 
for the other business sizes in the equation we yield the 
table on page 9.  

Similar methodology is used to create the table on page 
10.
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Looking back in 2011, Calgary and Alberta’s job markets 
outperformed the rest of Canada (chart 1), thanks to the continuous 
strength in crude oil prices and increasing importance of oil sands as 
a safe source of oil. Economic activities in Alberta were driven mainly 
by investments in the province’s oil sands projects. According to the 
Alberta Government, investment in oil sands projects (announced, 
planned, under construction, or on hold) accounted for 61 per cent 
($119 billion) of the $193 billion of major projects in the province 
in November 2011. Compared to two years ago, only 13 per cent 
($15 billion) of oil sands projects were on hold, down from 47 per 
cent ($66 billion) in November 2009. As a result, oil sands related 
industries in the Calgary Economic Region (CER) benefited most 
(chart 2).
According to the unadjusted 3-month-moving-average data, the 
following year-over-year changes were recorded in the CER in 
December 2011: 

•	 Total	employment	increased	by	37,300,	mostly	in	full-time	positions	
(+35,900).	 	 The	 largest	 job	 gains	 were	 in	 the	 trade	 (+12,500),	
professional,	 scientific	 and	 technical	 service	 (+9,400)	 and	 health	
care	and	social	assistance	(+8,400)	industries,	while	the	major	losses	
were	in	the	business,	building	and	other	support	services	(-6,200)	
industries.

•	 The	unemployment	rate	declined	to	4.9	per	cent,	from	5.9	per	cent	
a	year	ago.	

•	 The	average	wage	inflation	rate	was	4.3	per	cent,	compared	to	1.0	
per	cent	last	December.	

•	 There	were	6,980	Calgarians	receiving	regular	employment	insurance	
benefits	in	October	2011,	down	from	11,670	a	year	ago.	

The labour markets across Canada rose slightly in December 2011, 
following two months of decline. The seasonally adjusted data for 
November 2011 to December 2011 showed the following:

•	 Total	employment	increased	by	2,800	in	the	CER,	800	in	Alberta	
and	17,500	in	Canada.	

•	 In	Canada,	an	increase	of	43,100	part-time	jobs	was	partially	offset	
by	a	decline	of	25,500	full-time	positions.	More	people	were	self-
employed	 (+31,100)	and	 less	people	worked	 for	 the	public	 sector	
(-17,300).

•	 In	Alberta,	jobs	added	in	the	goods-producing	sector	(+6,900)	were	
mostly	offset	by	cuts	in	the	services-producing	sector	(-6,100).	By	
December	2011,	Alberta	had	the	lowest	unemployment	rate	(4.9%)	
and	the	highest	employment	rate	(70.4%)	in	Canada.	

Next update: February 3, 2012

Chart 2. Average annual employment 
(thousands of persons)

Dec 2010 Dec 2011 Dec 2009 Dec 2010Dec 2010 ‐ Dec 2011 Dec 2009 ‐ Dec 2010

‐6 ‐4 ‐2 0 2 4 6 8 10 12 14

Professional, Scientific 
and Technical Services

Educational Services 

Finance, Insurance,  
Real Estate and Leasing

Construction

Forestry, Fishing, 
Mining, Oil and Gas

Health Care and  
Social Assistance 

Trade

Manufacturing

Calgary outperformed the rest of Canada in 2011 

Source: Statistics Canada (Table ID: 282-0054), Corporate Economics, January 2012

Labour Force Statistics
Economic Regions (Unadjusted 3-Month-Moving-Average)

Description Dec-11 Nov-11 Dec-10 Annual 
Change

C
a
lg

a
ry

Working Age Population ('000) 1,119.2 1,117.6 1,097.1 22.1 

Labour Force ('000) 835.5 834.0 804.6 30.9 

Labour Force Participation Rate (%) 74.7 74.6 73.3 1.4 

Employment ('000) 794.3 792.8 757.0 37.3 

Employment Rate (%) 71.0 70.9 69.0 2.0 

Unemployment ('000) 41.2 41.2 47.6 (6.4)

Unemployment Rate (%) 4.9 4.9 5.9 (1.0)

E
d

m
o

n
to

n

Working Age Population ('000) 1,007.8 1,006.3 990.0 17.8 

Labour Force ('000) 737.2 740.1 705.8 31.4 

Labour Force Participation Rate (%) 73.1 73.5 71.3 1.8 

Employment ('000) 703.0 700.8 668.0 35.0 

Employment Rate (%) 69.8 69.6 67.5 2.3 

Unemployment ('000) 34.2 39.3 37.8 (3.6)

Unemployment Rate (%) 4.6 5.3 5.4 (0.8)

A
lb

e
rt

a

Working Age Population ('000) 3,025.5 3,021.9 2,976.3 49.2 

Labour Force ('000) 2,230.1 2,232.4 2,147.5 82.6 

Labour Force Participation Rate (%) 73.7 73.9 72.2 1.5 

Employment ('000) 2,125.6 2,122.3 2,029.8 95.8 

Employment Rate (%) 70.3 70.2 68.2 2.1 

Unemployment ('000) 104.5 110.1 117.7 (13.2)

Unemployment Rate (%) 4.7 4.9 5.5 (0.8)

Source: Statistics Canada, Corporate Economics, January 2012

Chart 2.  CER total employment changes by major industry
(year-over-year, thousands of persons)
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Source: Statistics Canada, Corporate Economics, January 2012

Chart 1.  Total employment changes
(year-over-year, January 2008 - December 2011, per cent)
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Summary

The Calgary real estate market slumbered 
long before roaring to life in recent years. The 
dramatic and sudden change has left many 
wondering what’s next? Our research indicates 
the future of residential real estate in Calgary is 
for modest price increases keeping up with the 
general level of inflation for the next 5-10 years. 
The Commercial market is expected to see high 
vacancy rates slowly diminish over the next 5-10 
years with rents slowly rising from lows that are 
expected to hit in late 2011.

Introduction

Municipalities in Canada are interested in real 
estate prices. Prices indicate how attractive a 
region is to reside in. They indicate current and 
foreshadow future economic performance, and 
most importantly for Canadian municipalities, 
provide revenue opportunities through property 
taxation. Construction starts are also watched as 
these represent opportunities for revenue from 
development and building permits and licences, 
but a large share of municipal revenues come 
from property taxes so prices are the key real 
estate variable for Canadian municipalities.

The City of Calgary provides this information in good faith. However, the aforementioned organization makes no representation, warranty or 
condition, statutory, express or implied, takes no responsibility for any errors and omissions which may be contained herein and accepts no 
liability for any loss arising from any use or reliance on this report. The views expressed here represent the views of the authors and do not 
necessarily represent those of The City of Calgary.
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This paper reveals research that has been done 
to shed light on the movement of prices in the 
Calgary real estate markets over time, with a view 
to predicting those price change in the future. 
We investigate only residential and commercial 
markets in this paper as they represent the core 
sources of property tax revenue in Calgary. 

Real Estate Economics

Much has been written about land economics, the 
financial minutia of real estate transactions and 
there are hosts of bodies engaged in forecasting 
real estate market activities from CMHC to 
Teranet. This paper reveals our research into the 
Calgary market exclusively, and does so in an 
accessible manner. Readers interested in more 
detail of the theoretical underpinnings of this 
work may find a good general description of 
real estate economics at http://en.wikipedia.org/
wiki/Real_estate_economics. 

Corporate Economics occasionally publishes briefing notes to help interested readers understand the economy. 
Most of our briefing notes are highly technical and are geared toward an audience that is aware of the current 
economic state of Calgary, Alberta, Canada and the world. This note is part of our non-technical series aimed 
at introducing the Calgary economy to interested readers.
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