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The economic and demographic realities faced by communities
outside of the Greater Toronto and Hamilton Area (GTHA) are

rarely the focus of mainstream media attention or political actors.
Over the past few years, many non-GTHA towns and cities have been
grappling with the challenges caused by losing talented youth to larger
centres and a move away from more traditional goods-producing
economies. These rural and northern locales range from truly rural
agrarian settings, to more urban areas such as Thunder Bay, Barrie, and
Peterborough. Their issues range widely depending on the location;
hence, a multitude of policy solutions are needed to help these
communities grow and thrive over the coming decades.

In the Mmidst of these socioeconomic challenges, the COVID-19
pandemic hit, bringing with it a new set of obstacles. However, the
pandemic has also created renewed opportunities for many of these
communities. Goods-producing industries, such as manufacturing and
farming have newfound importance while, for the first time in recent
memory, the attractiveness of the big city has been replaced by the
lure of small-town life. Thousands of Ontarians no longer need to live
near their workplace, while thousands more have used the pandemic
as a platform to accelerate plans to move to smaller, more relaxed
locales — perhaps returning to the towns where they were raised. If the
provincial government pulls the right policy levers, it can capitalize on
this momentum to help rural and northern small towns turn this short-
term rebound into long-term growth, thereby raising the quality of life,
average incomes, and future prospects of the millions of Ontarians who
reside outside of the GTHA.

In this paper, we dissect the economic trends occurring in rural

and Northern Ontario before the COVID-19 pandemic, and then
analyze how the pandemic appears to be changing these dynamics
throughout the various types of communities across the province. Next,
we put forward 15 recommendations that aim to create and attract
jobs, reverse the out-migration of young talent, close the infrastructure
gap, and foster more housing starts.
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A

RECOMMENDATION #1

The Ontario Government should embrace the policy of opportunity zones by working with

the Federal government towards immediate implementation. The Ontario version should contain
stricter criteria for qualification as an opportunity zone and consider a longer timeline to incentivize
the right type of investment.

RECOMMENDATION #2

If the Ontario Government does not pursue Opportunity Zones with the Federal Government, it
should consider a similar provincial-only model combining tax holidays and tax deferrals to qualifying
investors in rural and Northern areas to help attract and retain businesses.

RECOMMENDATION #3

The Ontario Government should create a tiered graduation from the Small Business Tax rate to the full
Corporate Income Tax rate to encourage and incentivize Ontario’s small businesses to grow in the
wake of COVID-19.

RECOMMENDATION #4
The Government of Ontario should create an office relocation strategy to review eligible bureaucracies
and agencies that can be moved outside of the urban core to rural and Northern Ontario.

RECOMMENDATION #5

The Government of Ontario should review the funding formula for municipal funding programs, such
as the Ontario Municipal Partnership Fund, to ensure that rural and northern municipalities are not
unfairly short-changed changed when it comes to infrastructure funding.

RECOMMENDATION #6

The Ontario Government should continue with its ambitious natural gas expansion policies by
increasing the number of expansion projects funded in order to lower the cost of business and the
cost of living in rural and Northern Ontario.

RECOMMENDATION #7

The Ontario Government should eliminate barriers to broadband installation in rural areas, including
reviewing provincial easement rules and utility pole access, while also encouraging the Federal
Government to pursue regulatory reforms that accelerate broadband funding.

RECOMMENDATION #8

The Ontario Government should undertake reforms to accelerate the conversion of commmercial
properties into mixed-use residential sites. These reforms should be respectful of municipal authority
but feature expedited timelines for decisions from local councils.

RECOMMENDATION #9

The Ontario government should emlbrace and enable microcredential program offerings at Ontario's
post-secondary institutions, specifically those that have satellite campuses in rural and Northern
Ontario.
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RECOMMENDATION #10

All three levels of government should work together to encourage new Canadians to settle in
Ontario's rural and Northern municipalities. This work could include an expansion of the current five
year Rural and Northern Immmigration Pilot to cover more municipalities, the creation of local
immigrant support services, and the creation of a dedicated Ontario Immigrant Nominee Program
(OINP) stream for immigrants wishing to settle in rural and Northern locales.

RECOMMENDATION #T11
The Ontario government should design a made-in-Ontario program to financially incentivize recent
graduates to move to rural and Northern Ontario in order to reverse the rural brain-drain.

RECOMMENDATION #12

The Ontario Government should take steps to promote jurisdictional clarity over development
approvals and quicken the overall timeline for new builds. This work should aim to streamline the
process and set uniform processes for things such as the definitions of woodlands or the requirements
for a draft plan of subdivision.

RECOMMENDATION #13

The Ontario Government should explore ways to accelerate approvals for activities related to the
construction, operation, and maintenance of community-based living facilities for the elderly and
those who require regular professional care.

RECOMMENDATION #14

The Ontario government should eliminate the existing Rural Growth Plan Targets in light of their true

impact on housing supply and affordability, as well as evolving demographic and economic trends in
rural Ontario.

RECOMMENDATION #15

The Ontario government should develop a rent-to-own program for affordable units in the non-GTHA to
promote greater accessibility to housing, encourage worker retention, and provide an affordable
alternative for would-be home buyers.
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Housing policy decisions in Ontario are undoubtedly driven by
events in the Greater Toronto and Hamilton Area (GTHA) real

estate market. Journalists, academics, and policymakers alike

often focus on this single market due to its increasing prices and
accelerating demand. Though a large portion of Ontario's population

is concentrated in the GTHA, there are significant housing markets
outside of this area — in suburban, rural, or Northern Ontario — with their
own complexities and factors affecting their growth. Policy decisions
that may work for Toronto or Hamilton may not work for Ontario's 442
other municipalities.

It is not surprising that the GTHA is faced with different pressures than
the rest of Ontario. However, the pressures facing non-GTHA areas
rarely receive attention from politicians and media alike, given that the
price or demand increases in these parts of the province never seem as
significant as they do in urban Ontario. With the onset of the COVID-19
pandemic, the situation in Ontario has changed. First, immigration

has declined to a standstill with Canada’s borders closed indefinitely,
thereby driving down urban growth figures. Second, and perhaps more
importantly, many GTHA residents and families are moving to other
parts of the province, notably suburban and rural Ontario.

In this paper we take a two-part approach to examine the emerging
trends in non-urban Ontario both before and because of COVID-19.
First, we explore the on-the-ground realities of life in non-urban
Ontario, including the recent socioeconomic difficulties experienced by
many rural communities. Second, we analyze how these trends have
been affected by COVID-19 — both positively and negatively — by such
factors as the ability to work from home, to determine the outstanding
issues that need to be addressed by government policymakers to
ensure a bright future for rural and Northern Ontario. We then build
upon this crucial demographic and employment information to draw
conclusions about needed changes to the housing market and other
important policy areas in rural and Northern Ontario. Ultimately,

we offer 15 recommmendations that address housing, education,
employment, and access to rural infrastructure. If enacted, these
recommendations will help towns in rural and Northern Ontario
showcase the qualities that make them great places to live and work
while capitalizing on a rare opportunity to secure sustained and reliable
economic growth for decades to come.
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Were Ontario’s Small Towns Dying?
The Socioeconomic Realities of Life
in Rural and Northern Ontario
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Many of the academic articles and statements written since the onset of COVID-19 have reached a
similar conclusion, i.e. that the virus has inadvertently accelerated existing trends in Canada’s and
Ontario’s economies. Chief among these trends include using e-commerce to purchase goods instead of
visiting traditional brick and mortar retail operations, or working from home instead of in physical offices.
Though this logic may hold true for many facets of our economy, does it hold true for the future growth
prospects of rural and Northern Ontario? Or are we seeing, in the immediate term, a reversal of fortunes
for rural and Northern Ontario? To answer these questions, we must examine the demographic and
economic trends occurring in rural and Northern Ontario prior to the COVID-19 pandemic. In essence, we
need to determine, were our towns slowly dying or not?

THE DEMOGRAPHICS

The first part of this analysis is demographic in nature, comparing population trends and growth patterns
in non-urban areas versus urban areas of the province. In 1961, rural Ontario comprised approximately 23
per cent of the province's population. By 2016, that number had dropped to less than 14 per cent.! During
that 55-year period, rural Ontario grew by a net total of 400,000 residents while urban Ontario grew by 6.6
million residents.” Ontario’'s growth can largely be attributed to inter-provincial migration and international
immigration to the province" However, in both of those cases, new residents typically choose to settle in
large urban settings.

More recently, the parts of Ontario that are not directly influenced by nearby cities lost population
between 2001 and 2011.v In fact, during this time, the urban population grew by more than 15 per cent
while the rural and small-town population in Ontario declined by more than 7 per cent — a 22 per cent
gap between the two areas.” Rural and northern communities such as Brantford, Sarnia, Chatham-Kent,
Sault Ste. Marie, North Bay, Leamington, Timmins, Brockville, Midland, Owen Sound, Pembroke, Kenora,
and Elliot Lake all reported negative population growth between the 2011 and 2016 censuses. In Northern
Ontario specifically, projections show a shortage of 150,000 residents by 2041 at current growth rates'In
both absolute and relative measurements, non-urban Ontario was not growing prior to COVID-19. Vi

When examined further, it becomes clear that the pressing issue in rural Ontario is a steep reduction in
young and working-age residents. A recent Ontario 360 paper stated succinctly: “It is only after people
reach the age of 50 that greater proportions of them are seen in rural Ontario societies than in urban
centres, a trend that continues up until the age of 90 and higher* Ultimately, rural Ontario is consistently
losing its youth to urban centres, mainly driven by the desire to attend post-secondary institutions that
are not located in their areas. This trend is particularly troubling given that those students attending
post-secondary institutions elsewhere are often the most talented and best educated, leading to a true
brain-drain effectx Therefore, it should come as no surprise that research has shown a direct correlation
between the level of schooling achieved and the distance from the nearest population centreX If youth do
not have local access to proper post-secondary education they either leave to access those opportunities
or choose not to attain higher education at all.

Statistics support this trend of net youth out-migration. If just the main working ages of 25- to 44-year-
olds are isolated, eight of the province's census divisions lost more than 2 per cent of their population
between 2011 and 2016. They are located throughout the province and, depending on the area, had
considerably large population reductions, as noted in Table 14
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TABLE 1. POPULATION REDUCTIONS IN ONTARIO CENSUS DIVISIONS, 2021-2016

CENSUS DIVISION POPULATION REDUCTION

HURON -8.5%
PRINCE EDWARD -8.1%
SUDBURY -7.3%
RAINY RIVER -5.3%
ALGOMA -4%

COCHRANE -3.5%
TIMISKAMING -3.3%
LAMBTON -3.3%
CHATHAM-KENT -2.8%
PARRY SOUND -2%

MANITOULIN -2%

When the young leave rural Ontario they take with them their future earning potential, the population
growth that would have manifested in rural Ontario should they have started a family, and their ability to
employ other rural Ontarians. If youth do return after graduation and early employment, they primarily
do so out of a desire to be surrounded by family and the community they were raised to love X Without
the strong community identity possessed in rural and Northern Ontario, their population losses would be
even starker.

THE EMPLOYMENT PICTURE

Younger, working-age individuals are not just leaving rural and Northern Ontario because of post-
secondary access; they are also leaving to find gainful employment. Between 2008 and 2019, 87 per cent
of all jobs created in Ontario were in Toronto or Ottawa.*V Rural commmunities that are distant from a nearby
municipality and do not belong to a census metropolitan area actually lost a net 76,000 jobs during this
time.x

In essence, the rural economy is changing. Prior to COVID-19, traditionally rural and northern industries
such as agriculture, mining, forestry, manufacturing, and other forms of resource extraction were
declining, while service-producing employment was rising. In real terms, the number of Ontarians
working in manufacturing has dropped by 1.6 per cent, the resource extraction sector has shrunk by 9.1 per
cent, and agriculture has dropped by a staggering 22 per cent.*¥ Considering that almost 30 per cent of all
non-metropolitan Ontario residents are employed in the goods-producing sector, compared with just 19
per cent in metropolitan Ontario, this trend is extremely troubling for rural communities xVi

The GTHA has adapted quite well to the shift to service level employment, with considerable new office
space developments in recent years. As a result of this employment shift, combined with its strong
attraction for new immigrants, Toronto was projected — prior to COVID-19 — to exceed its 2041 employment
forecast 20 years earlyx¥ Rural Ontario has seen virtually no employment changes in its service sectors,
while metropolitan census divisions reported a 17 per cent increase in service jobs between 2006 and
20167

In Northeastern Ontario, manufacturing employment has dropped by 26 per cent in the last five years.
The fastest growing segment of the pre-pandemic economy was the health care and social assistance
sector, a trend that was also prevalent in Northwestern Ontario.* In fact, throughout Ontario, the
largest employment sector for non-metropolitan census divisions was health care and social assistance.
Unfortunately, when the number of people employed by the government in social assistance outpaces
any other aspect of the economy it is a sign of troubling times ahead.
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With the reduction in jobs in rural areas, it is no surprise that people
have left to seek other opportunities. This out-migration pattern means
that rural and Northern Ontario have experienced reductions in both
jobs and people. Essentially, these areas were caught in the midst of a
catch-22, i.e. they needed more jobs to attract people, but they needed
more people to attract jobs. The loss of employment and people has
led to such a drop in the number of eligible working-age individuals
that the unemployment levels in rural and Northern Ontario have
actually dropped. Those who are looking for work simply leave town,
meaning there are few unemployed individuals in rural Ontario despite
a struggling economy. To outside observers, unemployment rates

as low as 2 per cent in Wellington and Bruce counties appear to be
indicators of strong economies. Yet, in the largest nearby municipality
of Owen Sound, one secondary school and three elementary schools
were closed in 2017 because enrollment figures were 1,500 students
below capacity.

Participation rates (i.e. the number of people working or actively
seeking work as a percentage of the working population) are measured
among residents between the ages of 15 to 64. Low participation rates
are driven either by a large proportion of student populations who are
not participating in the labour force, or a high number of retirees under
the age of 65. Given the exodus of young working-age individuals,

it is clear that rural Ontario is populated with a proportionally high
number of retirees i In fact, as of the 2016 census, the counties of
Haliburton, Manitoulin, Prince Edward, Algoma, and Parry Sound all
had participation rates under 55 per cent, meaning that nearly half

of the population was not employed or seeking employment. i By
comparison, the provincial average participation rate at the end of 2016
was approximately 65 per cent v

Unsurprisingly, a low participation rate is associated with an overall
small labour force. Analysis shows the farther away from a metropolitan
centre, the more aggressively the labour force shrinks. Between 2011
and 2019 the labour force in small population centres decreased by

8.4 per cent; however, in truly rural areas away from nearby towns

the labour force decreased by more than 20 per cent* In some of
Ontario's largest non-GTHA towns the labour force was also declining,
with negative growth seen in Peterborough, Thunder Bay, and

London between the 2008 recession and the COVID-19 pandemic.*V
Municipalities that experienced positive labour force growth during this
time generally achieved it at the expense of their fringe areas and the
benefit of their downtown core populations Vi

The combination of rural brain drain and high retiree populations has
left rural and Northern Ontario relying on employment in many lower
skilled positions. A recent paper on the subject states succinctly that
there are “.. expectations in the labour market that a person with lower
credentials can ostensibly find work in a rural economy.”™il To make
matters worse, the cost of automation has dropped substantially for
employers in recent years, meaning rural Ontario workforces that are
built on repetitive low-skilled labour — such as retail, manufacturing,
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and agricultural processing — are poised to need fewer and fewer workers. As McKinsey Global Institute
recently reported, the jobs to be targeted by the next wave of automation will be “... lower-wage ones in
fields such as construction, maintenance, transportation, agriculture, and food preparation. These are jobs
that don't require a high level of education and have often been performed by young, male workers.
Coincidentally, many of these jobs are in rural and northern communities.

This stagnant or even negative growth in rural areas has led to a decline in the power of rural Ontario, from
both the political and employment perspectives. With the latest redistribution of electoral seats in 2018,

it is now “.. very possible to win majority governments ... without a significant number of rural ridings.”*
With a declining political voice it can be difficult for governments to understand firsthand the economic
plight and associated cultural impacts in rural communities. Without this proper understanding of the
situation in rural and northern communities, governments may neglect investments in social services or
needed infrastructure or fund the wrong priorities. With the provincial government controlling everything
from doctor placement to school closures to highway repair funding, rural regions can find themselves
underserviced and misunderstood. A lack of proper understanding means the priorities of these
communities are not addressed and, in turn, out-migration patterns are accelerated. This unintentional
neglect can lead to political polarization and dissent between urban and rural populations.

Ultimately, given the declining labour force, participation rate, and employment in rural Ontario, coupled
with the continued brain drain of younger talent, it is clear that a majority of Ontario’s small towns were
struggling mightily before the pandemic, if not slowly contracting altogether. However, rural Ontario is not
a monolith. Some small towns were bucking the trend and experiencing successes prior to the pandemic.
It is important to examine these cases in order to understand the issues that may impact rural Ontario if
the pandemic-related growth is to continue into the future.

THE SMALL TOWNS THAT GREW

Even though the rural areas of Ontario are experiencing challenges with respect to retention and growth,
some of the metropolitan areas in non-GTHA Ontario have had better fortunes. The municipalities with
the most success in attracting new residents appear to be those on the outer limits of the GTHA. Many
Toronto residents were pushed to ‘drive until they qualified’ for mortgages on less expensive homes. That
drew them to population centres such as Vaughan, Ajax, and Brampton. However, as those municipalities
continue to grow, and with housing prices increasing rapidly as well, prospective home buyers have
become willing to move farther and farther from the downtown Toronto core.

Census metropolitan areas within this ‘sweet spot’ of driving distance to the GTHA but distant enough

to have lower house prices are growing. Communities such as Oshawa, Barrie, and Guelph have all seen
growth in their core populations over the last 12 years, with Oshawa'’s labour force growing by more than 21
per cent during that time. > In fact, some towns have embraced their role as a home for commuters, with
the town of New Tecumseth seeing 44 per cent of its entire labour force commuting to the GTHA daily. >

In addition to greater affordability, non-CGTHA Ontario offers a lower crime rate and higher levels of
community and civic engagement:; these are important for people who are considering starting a family
and buying a home il |n fact, according to Maclean’s magazine, more than 60 per cent of the top 50
livable communities in Canada are areas with a population of fewer than 40,000; in Ontario, the town

of Grimsby, Brant County, and the Township of Russell all cracked the top 10V The realization that an
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arguably better quality of life exists in non-GTHA Ontario has driven many to consider moving outside of
the urban core, even before the onset of the COVID-19 pandemic.

In 2019, Ontario’s intra-provincial migration trends revealed that regions such as Peel, Halton and York
are losing out to counties such as Oxford or Simcoe. For example, in 2018/2019 Haliburton increased its
population by 217 per cent.**¥ Notably, these migration trends are not only associated with retirees: in
Haliburton, 2 per cent of the 2.17 per cent increase comprised working-age individuals. > According to
researcher Mike Moffatt, the city of Woodstock, located between London and Kitchener, has enjoyed the
benefit of rapid growth due to an exodus of young GTHA families Vi

Perhaps unigue about the growing move to secondary tier cities across Ontario is the complete
willingness of some people to abandon existing employment in the GTHA for the benefit of an affordable
home. Many young families are choosing to build equity through home ownership, which means both
living and working outside the GTHA. Christopher Alexander, Executive Vice President of RE/MAX Canada,
noted that an emerging trend in recent years is for millennials to purposely “.. find work in another city
where they can afford to buy,” instead of finding a home within commmuting distance to their previous
place of employment i

The rural and northern communities that have experienced the highest growth in recent years appear to
be those closest to urban centres. However, with affordability concerns spreading to these communities,
affordable locations farther away from urban centres have started to grow in popularity. Ultimately, a mix
of affordability and proximity is desired, but if push comes to shove it appears that young homeowners
will choose savings over distance. This promising trend for the revitalization of rural and Northern Ontario
does, however, come with its own set of challenges that have been exacerbated during the pandemic.

THE DIFFERING HOUSING CHALLENGES IN RURAL
VERSUS NORTHERN ONTARIO

In towns that have been growing over recent years, be it from their proximity to major urban centres or
their more affordable home prices, a housing shortage has begun to appear. For example, the city of
Woodstock and town of Cobourg are both within an extended drive of downtown Toronto and realized
population growths of 8.3 per cent and 5 per cent, respectively, between the 2011 and 2016 censuses.
However, due to that recent growth, Woodstock had only 379 private dwellings that were not fully
occupied, and Cobourg had only 319 private dwellings available*** That translates to a vacancy rate of just
over 2 per cent in Woodstock and 1 per cent in Cobourg.

The story is similar in Eastern Ontario just outside of Ottawa. The towns of Carleton Place and Petawawa
both experienced growth rates over the same period of more than 7 per cent. Carleton Place had 605
private dwellings that were not regularly occupied and Petawawa had only 413 at the time of the survey.
XAt the time of the 2016 census, Petawawa had a rental vacancy rate of just 1.4 per centX Considering the
potential condition or size of these homes, it is safe to assume that these growing municipalities will have
a difficult time supporting new residents without displacing existing ones.

In rural municipalities that are popular cottage destinations, recreational properties — including those
purchased solely for short-term rentals — are growing in popularity. The increased demand is not only
reducing available supply, but also driving up prices. For example, Prince Edward County, which is home to
a growing wine and tourism industry, saw the average home price increase by 28 per cent in the two-year
period from 2017 to 2019, primarily driven by the demand for short-term rental properties i

In areas well outside of a reasonable daily commuting distance to Toronto or Ottawa, such as Northern
Ontario, the issues are quite different. Mainly, the population has struggled to grow, meaning that homes
are available and affordable. The Northern Policy Institute calculates that 27.7 per cent of homes in Ontario
are unaffordable but, in Northern Ontario, that number is only 20.5 per cent X Despite this figure, every
northern census division ranks above the provincial average in the percentage of homes that need some
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form of major repairs XV This problem is especially evident on Indigenous reserves where 44 per cent of all
residents live in sub-standard quality homes x

An understanding of on-the-ground issues is important when considering policy solutions for the
systemic housing problems facing rural and Northern Ontario. Before the COVID-19 pandemic, some
parts of rural Ontario were not growing and, unfortunately, were even shrinking; clearly, they faced real
problems with population attraction. Other areas that were growing were experiencing housing prices rise
and supply decrease as newcomers moved to town: this in turn posed its own unique set of supply-related
challenges. In Northern Ontario, a different concern was evident: though many homes were available for
purchase, adequate housing was scarce. Each of these types of communities had its own set of problems
that needed to be addressed with policy reforms tailored to their individual needs. However, that was
before the pandemic inspired the rediscovery of appealing and more affordable communities in rural and
Northern Ontario, which poses its own unique opportunities and challenges.

“SPACE IS THE NEW LUXURY"” - THE IMPACT OF
COVID-19

When the COVID-19 pandemic began, the duration of the public health lockdown measures was
unknown. Employees did not know if returning to the workplace would happen in weeks or months;
however, as time progressed, both employers and employees grew accustomed to work-from-home
capabilities for those industries that could adjust to remote work. Manufacturing and direct service
delivery businesses were either deemed essential and continued to operate with new restrictions or faced
a combination of continued closures, slower day-to-day sales, and severely altered practices.

In urban Ontario the growth of service-oriented work over the past several years meant that many
people were employed in businesses that could operate remotely, including many in the finance, legal,
or professional sectors. With the move to quasi-permanent remote work, many Ontarians were able to
re-evaluate their individual situations. Proximity to the office was one of the main reasons to be in urban
settings, a factor which, for the time being, no longer mattered. When combined with the financial
impacts of the pandemic, many found themselves questioning the need to pay high mortgage rates and
rents to live in close proximity to an office that may never reopen.

In Ottawa, RE/MAX Affiliates Reality sales representative Chelsea Hamre stated succinctly: “People have
been asking themselves where they want to be if this [virus] hits again, if we see a second wave. They want
more space for home offices, and bigger backyards.”™ Similarly, fellow Ottawa sales representative Bill
Meyer of RE/MAX Hallmark Realty, recently stated that interest in the periphery towns of Embrun, Carleton
Place and Kemptville has shot up dramatically during the pandemic. ¥ The most affordable and least
affordable cities in Ontario are noted in Table 2.

TABLE 2. THE THREE MOST AFFORDABLE AND LEAST AFFORDABLE CITIES IN ONTARIO

3 MOST AFFORDABLE CITIES 3 LEAST AFFORDABLE CITIES

cITY AVERAGE HOME PRICE CITY AVERAGE HOME PRICE
THUNDER BAY $217,745 HAMILTON $569,490
SUDBURY $268,696 OAKVILLE $719,000%Vii
WINDSOR $303,183 GREATER TORONTO AREA $804,584
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Quite simply, living in the GTHA is expensive. In January 2020, just
before the pandemic, the average price of a new single-family
detached home in Ontario was over a million dollarsX* In fact, more
than 800,000 Canadian households spend more than half of their
income on rent and the international Organisation for Economic Co-
operation and Development has called Canadian housing the least
affordable in the world. These statistics are not driven by the cost of
housing in Thunder Bay or Sudbury, as seen in Table 2, but rather by
the prices in the heart of the GTHA.

High rent or mortgage payments detract from a family’s quality of life
in the GTHA. Their salaries do not go as far as they do in other parts of
the province and money for entertainment, sports, vacation, or savings
is harder to accrue. Even worse, these high prices also commonly come
with sacrifices, with families getting less house for their dollar. With
children home from school and parents home from work, a previously
livable space quickly became inadequate.

Chris Keleher, a Royal LePage REALTOR® in the Collingwood area,

was interviewed about the influx of new buyers in the area since the
pandemic and stated that “.. 95 per cent of the buyers my team is
working with are families where the pandemic has finally been the
straw that broke the camel's back, and they are moving out of the city.

nyj

The data back up that observation, with year-

over-year housing sales in Simcoe County
up 60 per cent from June 2019 to June 2020.

Dufferin County was up 50 per cent year-over-year, with Toronto
sales up only 10 per cent during the same period." Fittingly, another
Collingwood real estate professional, Max Hahne, summed up the
trend by stating that “space is the new luxury."

Additionally, employers themselves have helped drive people away
from cities. Many of them have used the pandemic as an opportunity
to close offices and move to permanent, or at least much more regular,
remote working environments. A recent survey of American employers
by Gartner Research found that 75 per cent of respondents plan to
increase significantly the number of remote workers.!v Meanwhile, for
illustrative purposes, 40 per cent of all venture capital funding in Silicon
Valley goes to paying rent instead of product development.V
Eliminating or reducing the cost of physical offices can be game
changing for employers while allowing their employees to work from
any municipality they choose, including ones with a higher quality of
life outside of the main city cores.

Workers themselves agree with this view: 55 per cent of employees
who live in expensive markets surveyed by Gartner indicated that they
would move out of their current location if their office became remote
permanently.M The survey also revealed that those who already live

in affordable areas saw little reason to move if their office became
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permanently remote M Though less research has been done exclusively in Canada, an ADP Canada
survey showed that 45 per cent of Canadians who are currently working remotely would like to continue
that arrangement for at least three days a week after the pandemic ends.Mi Essentially, the affordable
nature of non-urban Ontario is extremely appealing.

A REVERSAL OF FORTUNES?

Though the pandemic has created a situation whereby the shortage of people moving to rural Ontario
may be slowly reversing, the other half of the attraction equation is the situation with local employment.
New residents of rural Ontario are bringing their jobs with them, a unique phenomenon of the pandemic
age. For existing residents, local job creation is still key.

First, it should be noted that with every new resident the demand for goods and services increases. The
purchase of a new home comes with an additional $73,250 in spinoff activity in furniture sales,
renovations, moving requirements, and real estate and legal services.” Each of these activities helps spur
local employment. Additionally, new residents will purchase goods in the local economy, such as
groceries, and also use local services such as childcare, athletic facilities, and retail stores. Attracting new
residents will increase the demand on services and, depending on the pace and longevity of the influx of
new people, the amount of employment in the service economy.

However, rural Ontario, as shown previously, relies more heavily on goods-producing sectors. Luckily, the
pandemic has created an increased demand for domestic goods. Be it governments pushing for the
repatriation of supply lines and manufacturing to avoid international reliance and being second or third
in line for in-demand goods, or a push to buy local to help struggling companies during tough economic
times, goods-producing sectors can benefit from today's environment.

The statistics tell the story. According to the Rural Ontario Institute, the province's rural and small towns
have experienced an employment drop of only 5.1 per cent compared with the national average decline
of 9.2 per cent during the pandemic.* Though jobs have still been lost, it is clear that economies with high
amounts of service level industries, such as hospitality services, have been hit harder. Additionally,
government assistance programs, such as the Canada Emergency Response Benefit, go further in

rural Ontario where rent and the overall cost of living are cheaper than in urban Ontario. Ultimately,

the immediate impact of the pandemic on employment for those 15 to 54 years of age has been less
severe for those living in rural and small towns than those living in urban centres.® Though a temporary
conseguence of the pandemic, the less severe impact in these communities sets up rural and Northern
Ontario for an easier path to recovery.

When it comes to the true goods-producing sectors specifically, they are actually experiencing growth.
Those in raw resource industries, such as forestry, have seen demand skyrocket as families have saved
money on commuting, childcare, and entertainment and are instead using those funds for needed
renovations or expansions. As a result, industries such as forestry, fishing, mining, oil and gas,
construction, and manufacturing all saw higher levels

. . 70% 64%
of employment in June 2020 in rural areas  __

than they did in June 2019 (Figure 1).Xi 50%
These sectors are proving their resiliency ‘;'g:/
despite the pandemic and, luckily for the 20%
future of rural and Northern Ontario, they 10%

. . 0%
are almost exclusively located in rural and 10%

. -10% -9%
Northern Ontario. Other sectors that have  -20%
. . . . Forestry, Fishing, Construction Manufacturing Finance, Insurance,

experlehced grOWth, includi ng the finance Mining, Oil and Gas Real Estate and Leasing
and public administration sectors, are also Wurban  WRural

now a‘ble to operate in rural and Northern FIGURE 1. YEAR-OVER-YEAR PERCENTAGE EMPLOYMENT GROWTH:
Ontario due to the nature of remote work. JUNE 2020
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Recommendations to Ensure
Prosperous Northern and Rural
Ontario Communities




From both an employment and a population growth perspective,
the pandemic has the potential to reverse the fortunes of rural
and suburban Ontario in the short- and medium-terms. However,
the long-term fortunes of these areas remain uncertain. Will systemic
issues experienced before the pandemic be paused or stopped
permanently? Will the growth experience in rural Ontario translate to
Northern Ontario? Will the constant brain drain of young talent, the
overall population declines, the reduction of high-quality services, the
steady drops in goods-producing employment, the neglect of local
infrastructure by higher orders of government, or the unavailability

of adequate housing continue to be challenges that plague rural

and Northern Ontario? Or, will the pandemic force investment from
government and renewed economic growth in these communities to
offset these trends? Clearly, the pandemic, despite first and foremost
being a tragic public health crisis, is also an opportunity to revitalize
non-urban Ontario. To do so, governments need to remove barriers to
success and enable these commmunities to flourish by addressing the
key systemic problems presented above.

There are two options when dealing with economic development
in rural versus urban areas: Policymakers can either redistribute
the economic gains from some places to others or try to catalyze
more market activity in undercapitalized economically-distressed
places. i

CREATING AND SUPPORTING JOBS

Embracing Opportunity Zones

In the American model, opportunity zones are designated areas where
economic activity and growth have been stagnant. Individuals can
invest any capital gains into a designated opportunity fund in these
areas. The fund must invest in assets in these opportunity zones,

such as purchasing and developing a property or making substantial
renovations to an already owned building. So long as the money is not
withdrawn by the original investor, they may defer paying capital gains
tax for seven years. At that point, they will pay tax on only 85 per cent
of the original amount invested; this is essentially a tax break to reward
their investment in an underutilized community. By year 10, if the asset
purchased by the fund has increased in value, the investor will pay no
taxes on the increased value of that property* All in all, the program
gives investors a reduced tax on the capital gains they would have
otherwise paid and offers them an additional tax benefit if they provide
direct uplift in a community through investment. If the investors do
nothing to increase the property’s value, they will not benefit nearly as
much. Therefore, a preferential tax treatment stimulates investment in
these struggling communities.

In the United Kingdom (U.K)), similar policies have been enacted
that could provide instructive lessons for Ontario. The U.K. Business
Asset Rollover Relief program allows capital gains tax deferrals for
businesses that sell an asset and then reinvest the proceeds to buy
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a new asset, including buildings or machinery. The deferral is valid until that new asset is sold, at which
point the original capital gains must be paid. The program even allows for deferrals if the proceeds are
used to enhance existing assets or provisional relief if a business can prove it plans to purchase new assets
in the near future®™ The U.K. has also recently designated certain life science campuses as Life Science
Opportunity Zones, which gives these campuses benefits such as ministerial visits and access to business
attraction services. ™ Both of these offerings provide options for Ontario policymakers who could limit

the benefit to businesses instead of personal investors, or target only certain industries rather than all
businesses in one geographic area.

Regardless of the format chosen, the need in rural Ontario is dire. Between 2003 and 2017, 22 of Ontario's
49 census divisions saw a decline in foreign-direct investment and another 15 saw no foreign-direct
investment whatsoever.®i Attracting capital to rural Ontario means drawing investments in commercial,
residential, and industrial real estate activities. However, to implement opportunity zones properly, some
important details must be addressed.

First, the zones themselves need to be drawn carefully. In the American model, individual states are
responsible for delineating opportunity zones based on a pre-established set of criteria that determine
what constitutes a struggling area. However, in this model, states can include up to 5 per cent of

their zones as areas that fall outside of that economic criteria.* This can reward investors for making
investments in areas that are doing well, if not thriving, and can be a quick portal to funnel money into
condominium or office developments that could have achieved significant financial backing already. This
is antithetical to the purpose of opportunity zones and, if implemented in Ontario, criteria for qualification
should be strict and apply only to communities that have been struggling socioeconomically. This would
mean that not all of rural and Northern Ontario areas would qualify, but those that do would experience a
greater benefit.

Second, an Ontario version should seriously consider changing the timelines used within the American
model. Given there is a benefit to investors accrued after seven years, and an even more significant
benefit seen after 10 years, it is possible that investors will abandon their investments immediately after
this time has passed. Though immediate investment is welcome, it would be beneficial if investors had
more incentive to stay longer-term and invest in projects that have long-term community ownership at
their core ™ For example, investments in affordable housing, health care, or educational centres that have
lower rates of return over a longer period than investments in condominiums or commercial retail spaces
are rare under the current model.** By having a timeline for return that more closely mirrors the types

of projects needed throughout rural and Northern Ontario, the government could help guide investors
towards these types of projects.

Of course, in lengthening the timelines for return on investment the government would also deter
investment in the first place. To remedy this, the government may have to increase the overall benefit

to investors to attract investment. If the policy is successfully implemented, the tax benefits given to
investors will be more than offset by the positive impact in the communities receiving the investment. If
the rate of return is not attractive enough investors will forego any potential benefit but, more
importantly, these commmunities will not receive the influx of capital they need. Thus, an Ontario model
should ensure that both communities and investors benefit in order to create a properly functioning
policy. Any lengthening of the timeline for return should be examined closely to develop the best
formula for return for all parties.
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Third, despite the benefits of opportunity zones, embracing the American model of tax reductions on
capital gains in Ontario would require cooperation between the provincial and federal governments
due to our tax system. That cooperation should be pursued immediately to ensure the program can be
implemented quickly to capitalize on the growing momentum in rural and Northern Ontario.

RECOMMENDATION #1

The Government of Ontario should embrace the policy of opportunity zones by working

with the federal government towards immediate implementation. The Ontario version
should contain stricter criteria for qualification as an opportunity zone and consider a
longer timeline to incentivize the right type of investment.

Attracting New Businesses

Though the best option for implementation is coordination with the federal government, the province of
Ontario should pursue similar policies on its own. In doing so, the province would not be able to offer full
capital gains deferrals; rather, it would need to consider implementing a similar model of tax deferral and
forgiveness using other taxes.

To do this, the provincial government would need to evaluate the taxes it does control. These include
corporate income taxes, business registration taxes, employer health taxes, and — indirectly through their
control of municipalities — property taxes. In a similar vein to opportunity zones, the province could offer

a partial deferral of a number of these taxes to companies that make investments in qualifying areas.
This deferral could include a reduced payment, similar to opportunity zones, where the rate charged

at the end of the deferral is only a portion of the original tax rate. This benefit would only be offered to
companies that invest above a certain amount in either new projects or through substantial renovations
and expansions. Ultimately, this policy amounts to a temporary tax holiday for companies, combined with
a reduction in overall taxes owing.

This idea would build on the already successful municipal policy under the Planning Act known as
Community Improvement Plans, which offer financial incentives for projects that meet certain criteria.
In Barrie, for example, these criteria include affordable housing projects and brownfield developments,
among others. ™ However, Commmunity Improvement Plans are quite limited in scope, restricting
municipalities to only a few small policy levels; any inclusion of property tax relief would need to come
from the provincial government. If property taxes are included in this package, the province should
reimburse municipalities by the same amount that it is allowing companies to defer or keep. When it
comes to other taxes paid to the provincial treasury, the deferral can be accounted in a manner similar to
the COVID-19 temporary tax deferrals announced in March 2020.

Municipalities simply do not have the scale to attract significant new investments on a regular basis.
Provincial tax relief in the form of a deferral, combined with some tax forgiveness, could provide a
significant incentive to companies. Given the United States' (U.S.) endorsement of opportunity zones,
plus the recent desire among all parties to repatriate American manufacturing because of COVID-19, the
incentives offered south of the border could put Ontario in a very difficult financial position. Contrarily, if
newly elected President Joseph Biden raises corporate tax rates as promised in the U.S., the availability of
an attractive alternative in Ontario may be very appealing for many companies.

This policy could also differ regionally, with more aggressive tax breaks or longer tax holidays for
investments in regions that are struggling more than others. For example, a 15 per cent total tax break
in rural Ontario could be increased to 20 or 25 per cent if the investment is made in Northern Ontario.
Additionally, taxes that impact certain industries directly, such as the mining tax, could be included in
the policy to further incentivize specific types of industries to invest in Ontario. In Nebraska, a similar tax
holiday policy is being trialed to stimulate investment in areas with high unemployment and declining
populations, which they dub “enterprise zones."
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Given the Government of Ontario's March 2020 announcement of a

10 per cent corporate income tax credit for investments in non-CTHA
municipalities, it is clear the province is already considering policies that
reward investment in non-urban areas. The tax holiday proposal is a
logical continuation of this strategy and can be a political alternative to
the much-maligned practice of giving companies monetary handouts,
colloquially known as corporate welfare, to attract investment.

RECOMMENDATION #2

If the Government of Ontario does not pursue
opportunity zones with the federal government,
it should consider a similar provincial-only model

combining tax holidays and tax deferrals to qualifying
investors in rural and northern areas to help attract
and retain businesses.

Helping Small Businesses Recover and Grow

Opportunity zones, tax holidays and forgiveness policies have the
potential to attract new mandates and investment to rural and
Northern Ontario, but they would do little for most businesses that
already exist in these areas, i.e. small businesses. Capitalizing on the
newfound opportunities for rural Ontario is important, but it is crucial
to the social fabric of these communities to support those who are
already there, employing local individuals and persevering through
hard times. After all, the most likely to invest in these communities
are the businesses that are located there already. Additionally, small
businesses, especially in sectors such as tourism and hospitality, are
struggling throughout the province through no fault of their own. To
ensure that the pandemic’s negative economic consequences do not
become permanent, the province must remove unintended barriers to
the growth of small businesses.

Currently, Ontario's small businesses pay a reduced corporate income
tax rate, known as the small business tax rate, if their annual revenue is
less than $500,000. Currently, that tax rate is 3.2 per cent. However, the
moment that a small business earns more than $500,000 in revenue, it
‘graduates’ to the traditional corporate income tax rate, which currently
stands at 11.5 per cent, representing a 259-times increase in their

tax owing to the Ontario treasury. A small business that earned the
maximum under the small business tax rate would owe $16,000 to the
government. If their revenue increased by one dollar, to $500,001, that
tax bill would jump to $57,500. Therefore, a small business owner must
make approximately $550,000 in net revenue just to arrive at the same
after-tax position they enjoyed at $500,000 in revenue under the small
business rate.

This massive automatic increase discourages small businesses from
growing, hiring more Ontarians, and helping with the province's
economic recovery fromm COVID-19. To remedy this, the province should
institute a phased-in transition from the small business tax rate to the
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higher corporate income tax rate. As originally suggested by the Ontario Chamber of Commerce, " these
transitional rates could be designed in a revenue-neutral manner to eliminate any impact to the provincial
treasury. The province could even make this change revenue negative, thereby instituting a tax cut for
Ontario’s businesses while removing tax barriers to proper growth.

RECOMMENDATION #3

The Government of Ontario should create a tiered graduation from the small business

tax rate to the full corporate income tax rate to encourage and incentivize Ontario’s
small businesses to grow in the wake of COVID-19.

The Government of Ontario has multiple options at its disposal to help create jobs in rural and Northern
Ontario. One of these options includes moving the offices of government agencies and bureaucracies
outside of the downtown Toronto core to these areas. If there is real financial benefit for businesses to
move to more permanent remote work or vacate downtown Toronto office buildings, it follows that this
principle would also apply to the government’s business enterprises.

It should be stated that Ontario has historically moved some offices outside of the downtown Toronto
core. The Ministry of Natural Resources and Forestry is located in Peterborough, the Ministry of Agriculture,
Food and Rural Affairs is in Guelph, and the Ministry of Finance has a division in Oshawa. When it comes
to agencies, the Ontario Lottery and Gaming Corporation has a presence in Sault Ste. Marie and the
Ontario Provincial Police headquarters is in Orillia.

Despite this, non-metropolitan municipalities have lower public sector employment rates than their
metropolitan counterparts due to the high presence of post-secondary institutions and capital cities in
metropolitan areas. There is no reason why non-urban municipalities should be prevented from sharing in
the jobs that their tax dollars fund. Arguably, by bringing government jobs to towns that do not currently
have many, the rising tides of regional alienation and dissention may ebb.V

When a substantial government office is moved to these areas it brings not only the directly employed
workers and their families, but also encourages spin-off jobs and allied industries to establish a presence in
the area. For example, in Sault Ste. Marie, one scratch ticket manufacturer that moved to the city because
of the lottery presence employs 20 per cent as many people as the entire Ontario Lottery and Gaming
Corporation footprint in the municipality.

Research hubs also develop. In Guelph, nearly every agricultural association has offices in the municipality.
The University of Guelph has become a world leader in agricultural research, ranking third in the
agriculture, dairy and animal science category and fourth in the food and technology category according
to the Centre for World University Rankings.*vi

The pandemic is the perfect opportunity to move these offices; the disruption to workflow would be
more limited than normal, with many employees able to work from home during the transition. Offices

of the Ministry of Heritage, Sport, Tourism and Culture Industries could be moved to the Niagara region
which, in normal times, relies disproportionately on tourism to drive its economic fortunes. Government
agencies such as the Education Quality and Accountability Office or the Alcohol and Gaming Commission
of Ontario, which have no geographic dependency on their current locations, could be moved to places
such as Owen Sound, Stratford, Perth, or North Bay. The same principle applies to the Workplace Safety
and Insurance Board or the Liquor Control Board of Ontario’s offices, which are both located in downtown
Toronto in some of the most expensive real estate markets in Canada.

The government could use the savings on rent or the proceeds of sale (if it owned the previously occupied
buildings) to invest in infrastructure or pay down the debt. Additionally, some of the savings from
reductions in rent could be used to help offset moving costs or pay employees a top up to incentivize
them to move with the office, if needed. If employees wish to be transferred, they can apply to do so or
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continue to work remotely for the time being. Local employees could
be prioritized moving forwards, where applicable, and their salaries
would go further given the lower cost of living.

RECOMMENDATION #4

The Government of Ontario should create an office re-

location strategy to review eligible bureaucracies and
agencies that can be moved outside of the urban core
to rural and Northern Ontario.

CLOSING THE INFRASTRUCTURE
GAP

Bringing Rural Infrastructure into the 21st
Century

With the influx of people to non-urban Ontario, the stress on rural
institutions such as hospitals and schools will grow. If this trend is due
to an influx of retirees, the stress on the healthcare system will increase
with this older population; however, if the trend of young families
moving out of urban areas continues beyond the COVID-19 pandemic,
the demand for education, childcare, and other services will increase
dramatically as well. Worse yet, many of these institutions were already
suffering from a lack of investment and proper maintenance before
COVID-19. As the government prepares for this challenge, it should
consider accelerating infrastructure investments in rural locales.

First, there is an immediate economic benefit that complements
infrastructure funding. In the short term, 9.4 jobs are created per
million dollars spent and gross domestic product (CDP) rises by $1.43
for every dollar spent on infrastructure ™ In the long-term, GDP can
rise as much as $3.83 for every dollar invested and, as time passes,

the benefits accrue to other private-sector industries compared with
temporary gains in the construction sector™vi' For example, if a new
post-secondary satellite campus is built in a rural area the construction
sector benefits immediately. The long-term benefits of a new campus
are that it attracts young students, helps local students access quality
education, allows for retraining programs, and even increases access
to services such as athletic facilities or learning centres and libraries
with high-quality broadband resources. All in all, an investment such
as this has the potential to increase both the amount and quality of
local employment, which then leads to more house purchases and
builds; this in turn leads to the accrual of benefits to sectors such as real
estate and finance that were not the obvious beneficiaries of a post-
secondary campus.

Second, municipalities own as much as two-thirds of essential
infrastructure assets such as roads, bridges, and wastewater
infrastructure. Rural municipalities will face increasing pressure to
upgrade these assets but will not have the historical tax base to draw
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from, with new residents increasing demand immediately but paying for the cost of those services over
time. This does not even account for the difficulties of expanding servicing to greenfield lots where new
housing is planned.

To make matters worse, most municipal funds, such as the Ontario Municipal Partnership Fund,
commonly underfund rural municipalities. Many of these funds are built on a 50/50 formula, with half of
the dollars distributed on a per capita basis and the other half on an as-needed basis. Given that rural
municipalities have fewer residents than urban municipalities, they are guaranteed to receive less through
the first half of the formula. When it comes to the second half, need is determined in an immediate
sense, not a future one, which means that rural municipalities faced with upcoming pressures due to new
residents will not have a compelling case. Further, municipalities that tax their population adequately

in order to raise enough funds to pay for needed infrastructure upgrades will receive less money in

the second half of the formula than municipalities who keep taxes low at the expense of funding their
infrastructure needs properly. Therefore, rural municipalities that are good stewards of assets or have
future growth pressures due to out-migration from cities will not be financially compensated under
existing government programes.

A 2018 Ontario Federation of Agriculture survey found that an overwhelming majority of urban residents
believe that rural infrastructure, specifically the quality of rural schools, is far below the quality in urban
settings.

RECOMMENDATION #5

The Government of Ontario should review the funding formula for municipal funding

programs, such as the Ontario Municipal Partnership Fund, to ensure that rural and
northern municipalities are not unfairly changed when it comes to infrastructure
funding.

Services that are commonplace in urban Ontario, such as natural gas access, may be rare in rural and
remote parts of the province. For many businesses natural gas is a must have in order to keep costs
competitive, meaning parts of the province that do not have reliable natural gas access are simply not an
option for relocation or placement of expansions. In fact, the Ontario Federation of Agriculture estimates if
natural gas was readily available across the province it would save families, farmers, and business owners a
combined $1 billion in annual energy costs.** That money could be reinvested in the rural economy, used
to hire more employees, or better prepare for retirement.

Luckily, the Ontario government has already taken significant steps to improve natural gas access in rural
communities by allowing cross-subsidization on natural gas bills through legislation. By allowing ratepayer
funded expansion, the province intends to spend $130 million expanding natural gas access between 2021
and 2023. However, when the Ontario Energy Board put out a call for projects, they received 210 eligible
projects totaling nearly $2.6 billion of work, demonstrating the overwhelming need in rural and Northern
Ontario.** This need will only grow if new housing is built to accommmodate increased pandemic-related
growth. Therefore, in order to continue to make home ownership more affordable in these locales and
create the conditions for businesses to succeed, the government should continue with its ambitious
approach to natural gas expansion through cross-subsidization and further build upon its proposed
expansion plans. They could do this by announcing the next slate of projects for development beyond the
2023 timeline.

By ensuring rural and Northern Ontario have the services that families and businesses need, the
government can help reduce the cost of living and make living and working in rural Ontario an even more
attractive option. Better yet, these funding and policy reforms that address rural infrastructure gaps can
help position rural Ontario for long-term success when the immediate pandemic related out-migration
trends likely expire.
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RECOMMENDATION #6

The Ontario Government should continue with its ambitious natural gas expansion
policies by increasing the number of expansion projects being funded in order to

lower the cost of business and the cost of living in rural and Northern Ontario.

Connecting Rural and Northern Ontario

Further complicating matters are issues with internet connectivity and broadband technology. In order
to live and work in remote areas, high-speed internet is essential. The Canadian Radio-television and
Telecommunications Commission suggests that it will take 10 to 15 years to reach target internet speeds
in most rural areas.™* The provincial and federal governments have both made investments in this
capacity, with the current provincial government allocating an impressive $680 million over four years in
its 2020 budget.**This investment by the province is one of the most important decisions the
government could make in supporting Ontario’'s rural economy and the government deserves high
commendation for its leadership to this point.

However, in addition to accelerating or increasing existing funding, the provincial government can also
move to address challenges that providers face, such as issues with restrictive easement or a lack of
access to provincially owned utility poles to install necessary broadband infrastructure. ™ Though the
province is investing in this space, the regulation of these internet service providers falls under federal
jurisdiction. The province could pressure the federal government to further incentivize rural broadband
by matching investments or allowing charges to existing customer bases to help cover expansion costs,
similar to the way natural gas and electricity expansion costs can be covered within Ontario. The province
has already bestowed substantial money that is desperately needed; its delivery to rural communities in
the form of broadband connectivity should not be held up by regulatory barriers or internal financial
hurdles.

RECOMMENDATION #7

The Ontario Government should eliminate barriers to broadband installation in
rural areas, including reviewing provincial easement rules and utility pole access,
while also encouraging the Federal Government to pursue regulatory reforms that
accelerate broadband funding.




Accelerating the Conversion of Properties to Create Homes

As written about in our previous whitepaper on COVID-19 and housing policy, the retail industry will be
forever changed by the pandemic. With customers embracing e-commerce and online retailers like
Amazon at an unprecedented rate, traditional shopping malls and retail strip plazas are struggling.
However, most of these properties are located at the heart of rural, suburban, and northern communities,
are already serviced by infrastructure, have larger footprints due to parking spaces, and have existing
interconnectivity with transit. In many cases, they are perfect locations for residential properties and
mixed-use developments.

For example, the owners of the Hanmer Valley Shopping Centre in Sudbury have been pursuing necessary
planning changes to allow for a portion of their existing mall to be converted into senior’s residences
within the facility.*" The seamless connection between the existing retail shops and the new residential
units will bring a built-in customer base and bring senior residents closer to the services they need in a
municipality known for its harsh winters. The idea has endorsement from local municipal councils but,
despite that agreement, requires several different permits including official plan amendments and zoning
changes. The permit process was begun in 2017 and still has not been completed, with an expected

bylaw in place to enable the change by the end of 2020 Other examples include a conversion of a
former school in Trout Creek, Ontario into five affordable housing units and a hotel conversion in Tavistock,
Ontario that was converted into a 16 unit affordable housing project for those 50 years of age and older kv

If suburban and Northern Ontario are going to begin facing these population demands, fast-tracking
property conversions and re-zoning can help developers accommodate the new demand, create new
housing rapidly, and avoid letting existing buildings deteriorate in the face of tenant shortages. Though
municipal zoning orders could be used regularly for this goal, that process lacks transparency and relies
on political will. Instead, the province should review the steps needed for property conversion to mixed-
residential with an eye to eliminating barriers and accelerating the process. Fast-tracking this process
will also help governments convert properties into affordable housing, should they wish to continue that
trend.

RECOMMENDATION #8

The Ontario Government should undertake reforms to accelerate the conversion

of commercial properties into mixed-use residential sites. These reforms should be
respectful of municipal authority but feature expedited timelines for decisions from
local councils.

REVERSING THE OUT-MIGRATION OF TALENT

Creating Local Post-Secondary Options

An overwhelming number of young people that leave rural and Northern Ontario do so to access their
preferred post-secondary institutions and programs. Without local options available, these students will
always choose to leave their hometowns. Though universities have begun opening satellite campuses
throughout Ontario, they still tend to conglomerate in more suburban settings, with satellite campuses or
agreements with colleges in places like Barrie and Brantford. However, Ontario's 24 public colleges more
commonly open satellite campuses in smaller communities, with college representation in more than 200
of Ontario's 444 municipalities i

This physical presence is crucial as studies show that many students will not consider post-secondary
education if it is located more than 80 kilometers away, essentially further than a reasonable drive ki
This is especially true for lower- and middle-income families who are more likely to choose college over
university due to cost barriers.**However, many of these prospective students do not have the money or
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the time to attend post-secondary. Even with government assistance,
many may choose lesser skilled employment instead of pursuing
lengthy degrees. This time barrier even prevents entry into the skilled
trades, which are sorely needed throughout the province.

To help accommodate the time demands of rural students, and

even those recently unemployed by the pandemic, the province
should embrace rapid re-training and upskilling programs called
microcredentials. These programs are short in nature, can be stacked
on top of each other to reach a full credential, and are created directly
in conjunction with local employers to fill local labour needs.x By
embracing this new form of programming, the government can help
fill localized skills gaps, return students to the workforce faster than
ever, help workers overcome pandemic related job losses, and provide
an easier to access form of programming for lower- and middle-income
rural residents.

For example, a current microcredential program at Conestoga
College trains workers in warehouse logistics given local employers
like Adidas and Ferrero Rocher have recently invested in state-of-the-
art warehouses in the area. At St. Lawrence College in Kingston, the
college offers microcredentials specially tailored for the needs of local
employer Shopify*“In rural locales microcredential programs could be
created to train agricultural or viniculture workers on emerging new
technologies. Similarly, in Northern Ontario, for example, as mining
companies transition to electronic powered trucks and vehicles, they
could create a microcredential with local colleges to help mechanics
build on their existing skKills to be able to work on these new fleets in
addition to traditionally diesel-powered mining equipment.

The Ontario government announced in its 2020 Budget that it would
be creating the province's first-ever microcredential strategy.* This
is an important first step towards fully embracing and enabling
microcredential programming on post-secondary campuses across
Ontario.

RECOMMENDATION #9

The Ontario government should embrace and enable

microcredential program offerings at Ontario’s post-
secondary institutions, specifically those that have
satellite campuses in rural and Northern Ontario.

Attracting Newcomers

One way to overcome the historic out-migration from small population
centers and rural regions is to focus on attracting immigrants, whether
international immigrants or domestic migrants from other Canadian
provinces, to replace leaving students and workers once borders re-
open. In 2019, the Federal government launched the Rural and
Northern Immigration Pilot to do just that by matching these
communities with employment needs with interested immigrants.xet
The community fills their employment needs quickly while the
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talented immigrant is provided with employment, a fast-track to permanent residency, and targeted
settlement services. The intention of the five-year pilot is to discourage immigrants from settling in
traditional newcomer hotspots such as Toronto and Vancouver, in favour of commmunities that desperately
need qualified workers. The pilot was modeled after a similar 2017 program in the Atlantic Provinces that
saw 2,500 workers nominated to fill labour market needs and was deemed successful by Immigration,
Refugees and Citizenship Canada in filling labour gaps across the region. v Despite the promise of the
program, only 5 Ontario municipalities are currently eligible.

However, for attraction and recruitment strategies to effectively counter the declining population of rural
centers, programs need to not only attract immigrants but retain them. Newcomers and interprovincial
migrants may select a home based on employment opportunities, but they will stay based on
characteristics such as social vibrancy and whether others from their ethnocultural group have settled
there. In the short-term, rural communities that have been selected for the Federal pilot should aim to
couple the program with local grass roots initiatives such as creating a “one-stop-shop” for settlement and
employment information and services, providing online services and learning options, and encouraging
more diverse amenities and options in the community (e.g. food options, places of worship).

Those communities that have been not been selected as part of the pilot program should have a dual
focus in both advocating that the federal government expand the pilot, and/or create a second pilot,
while also focusing on local initiatives that promote the benefits of working and living in small centers.
Communities can engage in self-promotion through websites, social media, advertisements, targeted
international recruitment efforts, and developing resources to support employers who want to hire
immigrants. Where needed, rural municipalities should look to the province to offer help in funding these
initiatives.

In the longer-term, Ontario should work with the Federal government to develop a new category under
the Ontario Immigrant Nominee Program (OINP) for immigration to small centres, rural, and Northern
areas. Potential streams could include both high- and low-skilled worker streams, with support for family
members such as dedicated employment connector support programs. <’ A dedicated and annually
renewed rural and Northern immigration stream of the OINP could be adjusted on an annual basis to
react to the long-term population ramifications of the pandemic. It would, in essence, be a permanent
endorsement of the pilot model initiated by the Federal government.

RECOMMENDATION #10

All three levels of government should work together to encourage new Canadians
to settle in Ontario’s rural and Northern municipalities. This work could include an
expansion of the current five-year pilot Rural and Northern Immigration Pilot to

cover more municipalities, the creation of local immigrant support services, and the
creation of a dedicated OINP stream for immigrants wishing to settle in rural and
Northern locales.

Reversing the Youth Brain-Drain

To increase rural populations, improve rural economies, and break the “brain-drain” cycle, rural areas have
long tried to offer incentives for people to move to their towns. In Ontario, the Northern town of Smooth
Rock Falls once offered residential lots for only $500, resulting in 24 new families moving to town and one
family returning.x' In Tulsa, Oklahoma, the local government is handing out $10,000 cheques to remote
workers who choose to move to, and work remotely from, Tulsa. >V Though the freebie model can bear
results, it is not necessarily the wisest use of taxpayer dollars and land.

Instead, similar, but more targeted options, exist. Just last year, for example, the State of Kansas began
offering state income tax breaks to students who attended college out of state if they moved to a rural
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town in Kansas after graduation i |n 2016, Maine expanded their opportunity tax credit, which had been
limited to graduates of in-state schools, to graduates of out-of-state schools who live and work in Maine.
Maine Governor Janet Mills promised in her campaign to simplify the complicated tax-credit system and

to invest in a “Rural Return Scholarship” to give young people from rural Maine incentive to return to their
hometowns.*VIn a similar model, the Canadian military currently pays for tuition and guarantees an Officer
position in exchange for a graduate spending at least five years in the Canadian Armed Forces upon
graduation through its Regular Officer Training Plan (ROTP).cOnce families have moved to a rural locale, or
students have entered the military, they are likely to stay.

The common thread with each of the above examples is the direct focus on recent graduates. The rural
brain-drain issue is a loss of young, educated talent. Any recruitment program aimed at fixing this needs
to target similar candidates, be they from rural and Northern Ontario originally or not. When combined
with the strength of their family ties and their experiences in their communities before they left, financial
incentives can be the final piece to get students to move back to rural communities upon graduation.©

If they move back at a younger age, the odds of them planting roots, starting a family, and remaining in
these communities for their lifetime greatly increases.

The government should evaluate the demographic impacts of the pandemic to ensure the problem is still
present after the immediate out-migration to rural and Northern municipalities subsides. Additionally, the
made-in-Ontario program could harness tuition reductions or grants similar to the ROTP model, tax cuts
similar to the Kansas model, or a combination of both

RECOMMENDATION #T11

The Ontario government should design a made-in-Ontario program to financially

incentivize recent graduates to move to rural and Northern Ontario in order to reverse
the rural brain-drain.

GETTING MORE HOUSING BUILT
Cutting Red Tape

When it comes to building housing in rural and Northern Ontario, the amount of red-tape and lack of
standardization in land use regulations creates confusion around jurisdictional approval and leads to
higher home prices. For example, under Section 50 of the Planning Act, government approval is required
for any type of land division, whether a greenfield is being broken up into 50 buildable lots or a single lot
is being divided into two separate parcels. Most single-tier and upper-tier councils are assigned approval
authorities for plans of subdivision but the Planning Act allows these councils the option of delegating
all or a part of their authority to municipal councils, planning boards, or appointed officers, committees
of council, or municipal-planning authorities i Therefore, in some towns the approvals for subdividing
land into multiple lots to build homes is granted by the upper-tier, and in others they are granted by the
lower-tier municipality or their delegates. This creates confusion for developers and unnecessary
barriers. For example, in Vaughan, a Draft Plan of Subdivision Application is required when a landowner
proposes to divide a parcel of land into more than three separate parcels©iIn Peterborough, a Draft Plan
is required when you propose to create four or more lots,“~and in Hamilton a subdivision is created
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when land is divided into two or more lots.® The lesser the requirement for a draft plan of subdivision, the
higher the barrier to building homes.

Even worse, in accordance with Section 50, the larger the number of lots being created, the more complex
the considerations in the planning approval process will generally be. The process for subdivision is such
that in the first consultation phase, 3 steps are taken over approximately 30 days. The next phase takes
approximately 15 days and includes circulating and approving draft plans and holding a public meeting.
The following phase, approval of the Draft Plan, may lapse over 3 years and can be different in each
municipality. Following that period, approximately 8 more steps are taken over several months before
final approval is issued. Overall, it can take nearly 4 years before subdivision can begin, depending on the
municipality.® Beyond the general requirements of the Planning Act, issues around suitability of the land
for the proposed use, and adequacy of vehicular access, water supply, and sewage disposal may cause the
approval authority to require an environmental site assessment (ESA) to study a property to determine if
contaminants are present.« Additionally, development taking place where there is possible interference
with wetlands and alterations to shorelines, may require permission from the local Conservation Authority
as well. The many individuals involved in the process (Conservation Authority, ESA supervisors, town
councils) and the many associated regulations creates confusion, delays, and drives up costs.

The steps in the process are important, especially the environmental considerations, but taking nearly
half a decade before a single shovel in the ground is unacceptable, especially when one considers the
rapid demographic changes and demands the pandemic has caused in rural and Northern Ontario. In
the C.D. Howe Institute’s 2018 report on the high cost of barriers to building new housing in Canadian
municipalities, it was estimated that because of the barriers to building more single-family houses,
homebuyers in the eight most restrictive cities in Ontario paid an extra $229,000 per new house between
2007 and 2016.«V1 Though the current government has taken positive steps to address red tape in the
housing sector through Bill 108 and the most recent reforms to the Ontario Environmental Assessment
Act, more needs to be done.

RECOMMENDATION #12

The Ontario Government should take steps to promote jurisdictional clarity over
development approvals and quicken the overall timeline for new builds. This work

should aim to streamline the process and set uniform processes for things such as
the definitions of woodlands or the requirements for a draft plan of subdivision.

Embracing Co-Living for Seniors

Though rural and Northern Ontario may have population challenges with young people, it is important to
remember they already contain a high number of senior residents who have chosen the rural lifestyle for
its affordability and higher quality of life, with more interest likely to come as the baby boom generation
fully retires. Thus far, the Ontario Government has recognized this trend, taking important steps such as
the introduction of the Golden Girl's Act to help reshape the planning processes that local municipalities
undertake to ensure that seniors are able to choose shared affordable housing options if desired. While
this policy shift has moved the Province in the right direction of providing affordable options for its seniors,
more can be done to support Ontario’s seniors, ensuring they have access to vibrant communities that
promote their long-term wellbeing. In particular, a shortage of affordable housing supply and supporting
infrastructure has constrained the choices available for retirement age Ontarians in communities outside
the GTHA.

With the municipal planning hurdles addressed, the Province can now build on the Golden Girl's Act by
encouraging local investment from businesses tied to the development, operation, and maintenance

of retirement-based living facilities. At present, the approvals process can slow or deter investment in
retirement facilities, as businesses remain reluctant to take on risk for the limited upside provided by a
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small community. In response, the Government of Ontario can offer

a targeted expedition or streamlining of necessary approvals to get
more shared housing built. To date, retirement complexes like the
Bayshore Village community in Brechin, Ontario are built on a model
of expensive, fully-detached single family homes to help cover the cost
of amenities and planning approvals. Quite simply, a less expensive
planning process would allow for more types of senior's housing —
including co-living units — to be built. This greater density in community
retirement housing, will help attract necessary amenities and small
businesses, while employing caretakers and other residual staff. In all,
a less complicated approvals process can provide seniors with more
options for shared living while invigorating a local community.

RECOMMENDATION #13

The Ontario Government should explore ways
to accelerate approvals for activities related to

the construction, operation, and maintenance of
community-based living facilities for the elderly and
those who require regular professional care.

Eliminating Growth Plan Targets

Since its initial release in 2006, the Growth Plan for the Greater Golden
Horseshoe (GGH) has served as an important framework for spurring
economic and community growth in a critical region of Ontario. With
the release of the updated plan in the Spring of 2019, the Province took
steps to reflect changing demographic and industrial realities, one of
which was aiming to boost housing supply to achieve lower prices.
Today, elimination of the existing rural growth plan targets would serve
to better realize this objective.

First and foremost, the growth plan targets, in tandem with zoning
reviews, have produced pronounced challenges for rural municipalities
that are not felt in denser urban areas. Relative to the downtown core,
growth has been somewhat slower in other GTHA communities and
the GGH overall. For many communities that are subject to the Growth
Plan and also have over 50% of their land zoned for agriculture, average
home prices have tended to be about 6% higher than a municipality
with the same share of agriculture not subject to the Growth Plan cx
This is simply because detached housing in these areas is harder to
come by given the Growth Plan targets force municipalities to build
up, not out. Ontarians are not moving to Innisfil or Ancaster to live in a
condominium, they are in fact trying to do the exact opposite. If these
communities are forced to target higher levels of density they will build
housing options that are not in demand.

A growing body of literature, like that conducted by the Ontario
Professional Planners Institute, has found that an accelerating
disconnect between regional household incomes and housing prices
that has had much more of an impact on the affordability of single
units than any government policy. However, while the Growth Plan and

o ONTARIO REAL ESTATE ASSOCIATION 32




the Greenbelt have not in and of themselves made this pricing challenge occur, the existing rural targets
have done little to promote affordability in light of this economic reality. Eliminating these stringent
requirements would support a healthier and more buyer-friendly market in commmunities outside the
CTHA while providing Ontarians with the housing options they expect as they did not choose to leave
urban Ontario during a pandemic to live in a constrained condominium in rural Ontario.

RECOMMENDATION #14

The Ontario government should eliminate the existing Rural Growth Plan Targets

in light of their true impact on housing supply and affordability, as well as evolving
demographic and economic trends in Rural Ontario.

Developing a Rent-to-Own Program

Today, would be home buyers are frequently excluded from the dream of ownership due to out-of-reach
price points and realities that limit their ability to access alternative financing. Faced with limited viable
alternatives, home-seekers continue to rent and do not participate in a growing housing market.
REALTORS®, builders, and everyday people ultimately bear the brunt of this market failure.

The rent-to-own model presents a possible solution. In a rent-to-own market, investors or homeowners,
rent out their property to a tenant, while also providing the tenant with the option to purchase the home
after a certain period of time at an agreed-upon price. Critically, the option deposit, along with any rent
credits, are used as part of the down payment on the home.

At scale, this presents would-be home buyers with a third alternative, where their credit and their
savings would no longer be a definitive barrier to ownership. Instead, the rent-to-own model would help
tenants to get into a home right away, while building credit and a down payment through rent credits.
Concurrently, investors would benefit through higher regular rent payments and greater long-term
certainty in the outcome of their assets.

New Zealand is one jurisdiction which has benefited from a Rent-to-Own program to assist ordinary
people and families excluded from the market. The program works by allowing renters to rent their home
from a private owner for a term of 5 years, after which renters can access a mortgage to buy a minimum
of 60% of the purchase price of their homes. Ontario should consider the implementation of a similar
program for affordable housing units — tailored to the Province's unigue macroeconomic circumstances.

Provincial policymakers have mulled this mechanism before, and Ontario law permits rent-to-own
agreements between private citizens. However, the challenges of introducing a government-backed
rent-to-own program on a large scale are vast. With this in mind, it is recommended that a gradual
approach be employed — one that starts with a rural commmunity pilot. This order of precedence enables
the Ontario government to target supports for those who need it most while directly addressing the
challenge with worker retention that is faced in many of these communities.

RECOMMENDATION #15

The Ontario government should develop a rent-to-own program for affordable units

in the non-GTHA to promote greater accessibility to housing, encourage worker
retention, and provide an affordable alternative for would-be home buyers.
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CONCLUSION

By enacting these 15 recommmendations, the Government of Ontario can ensure it sets up the towns and
cities of rural and Northern Ontario for success in the immediate aftermath of COVID-19 and for years to
come. By tackling challenges with population attraction, infrastructure, housing, and job creation, these
communities can be empowered to become the prime destination for people of all ages and from all
walks of life, whether they're young families, those working from home, retirees, or immigrants. With
those barriers addressed, more of Ontario’'s population will be able to consider seriously living in rural and
Northern Ontario, thereby giving them the opportunity to benefit from the natural beauty and higher
quality of life common in these towns.

This potential growth and re-population of rural and northern towns will usher in new challenges,
including increased demand on services, cultural renewal, increased competition for employment, and
additional stress on local infrastructure. These, however, are ‘good’ problems to have, as they signal that
rural and Northern Ontario will no longer be afterthoughts in the minds of decision makers, but rather
the beacon of strength and resilience that they once represented. With this spirit in mind, all orders of
government can work together to help ensure a bright future for every corner of Ontario.
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