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The recent discussions regarding the annexation of a portion of Cavan-Monaghan Township by 

the City of Peterborough has brought to the public’s attention how constrained the City is in 

terms of its ability to fulfill the demand for opening new business facilities and building new 

homes.  It has also become increasingly apparent that this sudden need to expand the City’s 

boundaries to meet the demands for development is not, for those directly involved, new.  That 

is, the City and Cavan-Monaghan Township have been discussing annexation for more than two 

decades, and property developers have anticipated the need for new residential and 

employment lands (not just in the proposed annexation lands) by preparing detailed plans that 

can go ahead once the infrastructure is in place and they run the gauntlet of approvals.  Even 

with the foresight of all parties involved, the prospects for new residential and employment 

developments coming to market in the foreseeable future is very slim.  Clearly, existing 

development projects (i.e., not thoughts, or discussions, of engaging in a project, but detailed, 

concrete plans leading to construction as soon as everything is in place) are being postponed 

for one reason or another – e.g., attaining approvals, political impasse.   

It is impossible to separate residential development from industrial development.  With the 

majority (78.2%) of municipal tax revenues coming from residential properties, the revenues 

required to provide the necessary employment-lands infrastructure cannot be met without 

residential expansion and the associated growth in the population and their spending.  

Industrial and commercial development is a response to increases in demand from households.  

The prospects of private-sector expansion are directly related to increases in consumer demand 

– an increasing population and associated increases in consumer spending.  Also, new career 

opportunities are directly related to expansion on employment lands. 

The question that needs to be addressed is: What are the costs of residential and employment 

lands development delays given the current economic climate in Peterborough?   

 

 

 



2 
 

CURRENT REALITIES 

The Current Housing Market 

The key characteristics1 of the City’s housing market are: 

 the average sale of a house in April 2017 was 39.4% higher than one year before – at the 

end of April 2017 was $424,2322; 

 about two-thirds of recent house sales are being sold above the asking price; 

 one-quarter to one-third of recent house purchases are being made by people living 

outside the City; 

 a decline in the number of new residential listings (i.e., supply) over the past year. 

The recently released Census reported the City’s population to be 81,023 – up from 78,777 in 

2011.  From 2011 to 2016 the City’s population grew at an annually, compounded rate of 

0.566% - that is, just more than a half a percent per year.  Using the same rate of population 

growth over the next five years – 2018 to 2022 the population will grow to 83,823 in 2022.  The 

2016 Census also indicates that there are, on average 2.3 persons per occupied dwelling in the 

City.  So, given the historical population growth of the past five years, over the 2018 to 2022 

period, there will need to be approximately 200 new dwellings created just to keep up with 

typical population growth – about 1000 dwellings over the five-year period between 2018 and 

2022.    

Clearly, there is pressure on the City’s housing market, and there is little reason to believe that 

this pressure will diminish in the near term.  The CMHC’s recent report (i.e., for the first quarter 

of 2017, reporting data from the last quarter of 2016, and back to the first quarter of 2015) 

provides some insight into the nature of the pressures in the City’s current housing market.  

Over 2015 and 2016, CMHC reported the following completions for three types of dwellings 

(Freehold (single, semi, row homes completed for sale), Condominiums (for sale), and Rentals): 

2015  2016 

    Freehold  190    195 

    Condominium      0      26 

    Rental       2        0  

    Total   192          221 

 

Over 2015 and 2016, 413 new dwellings were completed.  Just to keep up with the typical 

population growth, about 400 dwellings (i.e., 200 per year for each year) needed to be 

completed - the completions over 2015 and 2016 met the demands from typical population 

growth alone.  Therefore, the recent increase in housing prices can arguably be attributed to 

                                                           
1 From Peterborough and the Kawarthas Association of Realtors report, May 2017.  
2 This growth, in one year, is greater than income growth over the past decade. 
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the demand for homes in the City by those from outside the City.  This is, in part, due to the 

increased costs of housing in the eastern part of the Greater Toronto Area (GTA), the saturation 

of the western part of the GTA, and the imminent completion of Highway 407 to Highway 115 

thus offering easier access to the GTA.   

 

Should this growth trend continue, over the next five years, with the population growing at just 

two-tenths of one-percent, per year more than the City’s typical rate of population growth (still 

lower than Ontario’s typical rate of population growth), in three years’ time – between 2018 to 

2020 - a total of 820 new dwellings will be required to keep up with the demand – and a total of 

1,378 dwellings by 2022.  This is substantially more dwelling completions than has been the 

case over the past two years.  Without being able to expand the number of dwellings, the 

current trends in rapidly increasing house prices in the City will likely continue.  A further 

decline in residential property listings will only make the pressure greater, and the need for the 

construction of more dwellings that much more necessary.  

 

It is very important to note that there were only two rental dwellings completed in the two 

years, 2015 and 2016.  This indicates that not meeting the demands for housing, including 

rental units, soon, rents will also be pushed up, along with house prices.  This is particularly 

concerning given the stagnant nature of income growth, particularly for the lower half of the 

income distribution.    

 

 

THE ECONOMIC IMPACTS OF DEVELOPMENT DELAYS  

Building new homes requires substantial expenditures on local goods and services.  These 

expenditures, paid for from the proceeds from the home sale, have both an initial impact, and 

as the spending spreads through the local economy, an ultimate impact.  From the initial 

expenditures, the ultimate economic impacts on the local economy can be estimated.  To do 

this it is necessary to consider subsequent expenditures initiated by the initial spending related 

to all the goods and services required to build a home – what can be called its roll-over effects.  

To determine the ultimate impacts of initial expenditures the roll-over effects are accounted for 

by using a spending multiplier.  Many studies use multipliers, though there is no consensus as to 

what its most appropriate values should be. 

The multiplier is based on the fact that money, once it is spent (i.e., the initial expenditure) 

becomes income to someone – a person or a firm – which is spent, becomes someone else’s 

income, some of which is spent, and so on.  There is an ongoing series of spending and re-

spending that declines in size as the process continues – some money stays in the process; 

some money leaves the process (some stays within the local economy; some leaves the local 

economy). 
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If, after the initial construction spending, fifty per cent of that spending stays in the local area, 

then the multiplier effect is two.  That is, for every $100 spent in the area the roll-over, 

multiplier effects of money remaining in the area ultimately generates $200 in economic 

activity – the initial spending ($100) times the multiplier (2) yields an ultimate impact of $200. 

To get a sense of the amount of total economic activity associated with each person employed 

in Peterborough we can appeal to data regarding the Gross Domestic Product (GDP) of Ontario 

and the number of people employed in Ontario.  Between 2011 and 2015, the Ontario’s GDP 

grew by, on average, 3.72% per year.  The most recent available measure of Ontario’s GDP is for 

2015.  To estimate Ontario’s GDP in 2017 the typical annual growth rate (over the past five 

years) of 3.72% per year was used.  The estimated GDP for Ontario in 2017 is, then, $821 billion.  

As of March 2017, the Ontario population was 11.628 million people, and the Ontario 

employment rate (i.e., the percentage of the Ontario population employed) was 59.9%.  

Therefore, there were about 6.965 million people employed in Ontario.   

The total economic activity of each member, on average, of those employed in Ontario (i.e., 

total economic activity, not, income per person employed) is estimated by dividing the Ontario 

GDP by the number of people employed, giving about $118,000 per worker.  That is, there is 

$118,000 in total economic activity associated with each Ontario worker – economic activity is 

associated with one, full-time job equivalent.  About 45% of this total economic activity comes 

in the form of wages and salaries, therefore, the income associated with each worker is, on 

average, about $53,000. 

Assuming a new home can be bought for $400,000, the amount of economic impact related to 

building it is $800,000 (i.e., $400,000 times the multiplier of 2).  Using the analysis above, on 

average, in Ontario, $118,000 is associated with each person employed in Ontario.  Therefore, 

each home built generates enough economic activity to create the equivalent of 6.8 full-time 

workers for a year - 6.8 job equivalents.  The income earned by the workers – those directly 

involved in construction and the indirect, roll-over effects of the initial expenditures - would 

total annual incomes of about $360,000.   

Using this approach to jobs and incomes, the construction of 100 homes would generate $80 

million in economic activity, create 680 job equivalents, and generate about $36 million in 

worker incomes.   

Should the delay lead to the development being abandoned the loss to the community would 

be an economic opportunity, totally lost – large potential impacts in economic activity, jobs, 

incomes, and community development would be lost, not just delayed.  The cumulative effect 

of many abandoned developments would have negative economic consequences for the 

community’s future.  Taking the Cavan-Monaghan annexation issue as a case in point: with time 

taken to reach an agreement approaching a generation, it is safe to say that all economic 

benefits from its development could be lost to this generation, not just delayed.  Hopefully, this 

will not be the unfortunate fate of the next generation. 
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 The Cost of Delays for the City of Peterborough 

According to a Municipal Property Assessment Corporation (MPAC) report of July 12, 2016, ‘the 
typical residential property is assessed at approximately $258,000’ and the residential, 
municipal-portion, the average amount paid per residence is about $3236.43.  Recent data 
shows that the current selling price of a ‘typical residential property’ has increased significantly 
since the MPAC report, however, there are no estimates of the change in the assessed value for 
property tax purposes (i.e., not the selling price) of Peterborough residences.  Therefore, this 
analysis of municipal taxes will use the most recent MPAC ‘typical’ assessed value from July 
2016 – not the current, average selling price.  Also, for new homes being built, the typical 
development charge is about $20,000 per home.  Therefore, over a three-year period, a new 
home built in the first year of development would generate about $29,7003 to the City, over 
three years – a new home build in the second of the three years would generate tax revenues 
to the City of about $26,500 over the three years, and new home build in the third year of the 
three-year period would generate City revenues of about $23,200.  Therefore, for a new 
development of 100 new homes per year, over three years, the City would collect revenues of 
about $7.94 million.  If the development of 100 homes per year, from 2018 to 2020, were 
delayed until 2020, the City would forego residential tax revenues of about $7.94 million over 
the three-years of delay.   
 
There are also tax revenue implications for the City in terms of industrial, commercial, and 
other revenues.  By increasing the number of residences in the City the demand for local goods 
and services will increase this will have positive economic impacts on the commercial and 
industrial operations, including attracting new businesses to a growing, regional economy. In 
2015, the percentage of total tax revenues paid in residential taxes to the City of Peterborough 
was 78.2%; 21.8% of the City’s total tax revenues was from commercial, industrial, and other 
sources.  Should the development of 100 new homes, per year, between 2018 and 2020 be 
undertaken the tax revenues (i.e., commercial/industrial/other revenues - not including non-
residential development charges), going to the City over the three years would be about 
$540,000. 
 
Expanding the infrastructure to an area that includes residential and employment lands - The 

concurrent expansion - gets the benefit of economies of scale – i.e., the installation of the 

infrastructure serves both residential and employment lands, making its installation more 

economically viable.   

In summary, delaying the development that would see 100 new homes built each year for three 

years, and the accompanying industrial/commercial/other taxes (2018 to 2020), the total tax 

                                                           
3 This dollar value is in 2016 dollar, that is, it does not take into account municipal tax increases after 2016.  All 
figures are in 2016 dollar terms. 
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revenue (residential, commercial, industrial, and other - not including industrial/commercial 

development charges) foregone by the City over the three years would be about $8.5 million.   

 

Economic Impacts on the Community 

Delays in residential development mean that the growth of the Peterborough will be limited by 

the availability of employment lands and residential properties.  Increasing the number of 

households naturally increases the demand for goods and services in the community, 

stimulates economic activity, and contributes to job creation.  Recent census data indicates that 

there is an average of 2.3 people per occupied dwelling in Peterborough.  Therefore, in a 

development of 100 new residences, the population would grow by about 230 people.  From 

March 2017 StatCan labour force reports, the Peterborough’s labour force ‘employment rate’ 

was 56.4% (i.e., 56.4% of the population is employed).  So, in a 100-residence development, on 

average, 130 people would be employed.  

Bringing this information to bear on the Peterborough economy, if, in a 100-residence 

development housing 130 working people, the total economic activity associated with them 

would be about $15 million, and those 130 people would earn incomes totalling $6.9 million.   

 

Social Impacts 

When residential development projects are delayed, there is an opportunity cost to the 

community.  That is, if a 100-home development were delayed for one year, the local economy 

would lose the opportunity, in that year, of having $80 million in economic activity and the job 

and income benefits that would come with it.  Of course, this may simply be a delay and the 

project will, at some point in the future, go ahead.  However, the social benefit of the 

properties not built over the three years is also an opportunity cost.  While social benefits are 

difficult to measure, growing communities are often associated with the advantages of network 

economies (i.e., where the overall economic impacts are greater than the sum of their parts), 

and economies of scale (i.e., where the extent of the market is expanded, goods and services – 

public and private - are provided at decreasing unit costs).   If the social benefit were similar to 

typical financial returns (e.g., 4% per year), the opportunity cost to the community of a delay in 

this 100-home development would be about $3.2 million per year – more than $9 million in 

potential social benefit lost over a three-year delay.   

A three-year delay in starting a residential development has other costs associated with it.  That 

is, over the three years there may be costs related to, for instance, Ontario Municipal Board 

hearings – costs incurred by all parties in these hearings (estimated to cost $70,000 to $100,000 

for each party involved), costs related to plan revisions and updates, and the costs of financing 

costs already incurred that cannot be recouped until the homes are sold.  These costs are either 

passed on to the buyer, or they reduce the financial return to the developer.  Should the 
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prospects that these costs could not be recouped through a higher price to the buyer, it 

becomes more likely that the developer will abandon the development in favour of more 

financially viable alternatives.  In effect, the developer’s opportunity cost could become too 

great to continue with the project through the delays.   

 

 Challenging the Community’s Future 

To provide some perspective on socioeconomic impacts, the construction of new homes in the 

City has three main effects; 1) new residences are bought by people from outside the City, 2) 

people from within the City sell one residence to buy a new residence in the City, or 3) first-

time home-buyers from within the City purchase a new home.  At this level, those who move 

into the City represent a net, population gain.  However, there is another level of activity that 

must be considered.  With older residences being put on the market by those moving within 

the City, homes are made available for those moving into the community, those relocating in 

the community, and local, first-time homeowners.  These effects have a direct impact on home 

values.  The overall impact is not simply adding new homes to the real estate market; some 

existing homes become available.  This provides a greater diversity of properties available for 

purchase than the addition of new homes would suggest. 

Several challenges for the Peterborough community are becoming apparent in the current 

housing market.  First, the demand for homes and rental dwellings in Peterborough is growing 

more rapidly than the supply for them, and, most importantly, there are too few residential 

developments – homes or rentals - that will be completed in the short term to alleviate the 

pressure in the market.   There are, however, housing development proposals submitted to the 

City, awaiting final approval, that are delayed for one reason or another.  The most recently 

discussed is the possibility of the City annexing a portion of Cavan-Monaghan Township to 

expand the City’s residential and employment lands, and the existing plans for its development, 

should the annexation occur.  There are, however, several other proposed developments that 

are in various stages of delay.   

The phenomenon of rising home prices radiating out of the Greater Toronto Area has suddenly 

arrived in Peterborough, in earnest.  The prospects of Peterborough becoming a ‘bedroom 

community’ of the GTA is, now, a reality.  However, should Peterborough be able to meet the 

needs of those living here, working elsewhere, but spending their personal and family time in 

the Peterborough.  If the only difference between those who live in Peterborough is that they 

commute or don’t commute for work, the spending by all new residents can significantly 

contribute to the community’s growth should they spend where they live.  Meeting these new 

demands will, necessarily, require more commercial and industrial development in 

Peterborough to enjoy the full economic impact of new residents. 
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With the demand outstripping supply in Peterborough’s housing market, it is inevitable that 

home prices and rents4 will rise.  In the home market, the degree to which they will rise 

depends of the willingness of existing homeowners to put their homes on the market, and the 

ability of the City to approve the construction of new dwellings.  For existing homeowners (a 

substantial proportion of the local population), limiting the supply of homes means windfall 

gains in their property values – ‘paper’ gains, not realized gains.  However, for those – mostly 

younger people – who currently live and work in Peterborough and are looking to buy their first 

home, their ability to afford a home is being eroded.  They are being pushed out of the market 

– some would say that they are being pushed out of the community5.  The extent to which 

homeowners are enjoying their ‘paper’ gains it is not unreasonable to suggest that there is a 

significant segment of the Peterborough population who are against expanding new-home 

developments.  One should not underestimate the power of vested interests in the future 

development of the City. 

 

Summarizing the Costs of Delays 

It is generally accepted that Peterborough requires employment lands to expand the industrial 

and commercial base, and residential construction, however, delays now represent an obstacle 

to Peterborough economic growth.  The cost of these delays can be summarised as follows: 

Delays of one year that prevent construction of 100 homes, denies the Peterborough 

community of: 

 $80 million in economic activity, 680 jobs and $36 million in worker incomes directly 

and indirectly associated with the construction of the homes; 

 homes for 230 people, 130 of whom would be employed, and who collectively, will 

earn incomes of about $6.9 million;  

Delays in the development of 100 new homes built each year, denies the City of 

Peterborough: 

 tax revenues (residential, commercial, industrial, and other – for this analysis, not 

including industrial/commercial development charges) of more than $2.3 million in 

the first year of delay, accumulating to more than $8.5 million in three years of 

delay. 

 

 

                                                           
4 With house prices rising significantly, the incentive is for developers to built homes for sale, not rental properties.  
Therefore, it is unlikely that many rental units will be built leaving rental units in short supply.  Rents will rise. 
5 This would have demographic implications, such as, fewer children, declining school enrolments, and an overall 
increase in the median age of the City’s population.  These factors directly impact the decisions of governments 
and businesses regarding the activities that will be undertaken. 
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Other costs of delay: 

 the loss of potential social benefits related to the development of employment and 

residential lands (e.g., network economies and economies of scale for the public- 

and private-sector, and the community at large) are about $3.2 million per year – 

more than $9 million in potential social benefit lost over a three-year delay – would 

be delayed or lost;   

 for each development that has the necessary approvals to go ahead with 

construction but is delayed by various appeals regarding development – e.g., 

Ontario Municipal Board6 appeals – each party in the appeal incur costs in the 

process.  Each party’s costs are estimated to be between $70,000 and $100,000 – 

i.e., for two parties, $140,000 to $200,000 per appeal. 

Currently, there are two types of development projects facing delays: 

1. several residential developments that have ‘zoning approvals,’ but are in various stages 

of delay.  Three of these developments – the largest three - propose building 1,595 low- 

and medium-density units (there are also six other developments, totalling 703 units); 

2. the lands of the Cavan-Monaghan proposed annexation.  This includes much needed 

employment lands.   

In the analysis above, if Peterborough’s population were to grow at the same average rate of 

growth it has experienced over the last five year, and it grew two-tenths of one percent faster 

because of the easterly expansion of the GTA (i.e., migration into Peterborough due to rising 

house prices radiating out of downtown Toronto, the completion of Hwy 407 to Hwy 115, etc.), 

in three-years’ time 820 new homes will be required; in five-years’ time, 1,378 will be required.  

Since it takes time for construction projects to be completed and homes to put on the market, 

if there is no action now regarding the various forms of delays in development project, the 

need for new homes in three years’ time will not be met. 

Given the delays that currently exist, if there were a 25% chance that the three largest 

development projects could be completed in three-years’ time, they would add about 400 new 

homes within three years– well short of the 820 required to satisfy the population growth.  If all 

the development projects that are currently ‘zoning approved’ (a total of 2,298) had a 25% 

chance of being completed in three-years’ time, 575 new homes would be built – again well 

short of the 820 required to meet the demand7.   

Not only will the shortage of homes over the next three years will put upward pressure house 

prices, the shortage of 245 homes (i.e., 820 required, 575 built) represents an economic 

                                                           
6 The new Land Planning Appeal Tribunal is expected to lower these costs. 
7 If there were a 50% chance that all the currently ‘zoning approved’ would be completed in five-years time, 1,150 

homes would be add to the market – again short of the 1,378 required to meet the demand. 
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opportunity not acted upon.  Based on the costs of delays over three years, the 245 homes not 

built represent: 

 $196 million in lost economic activity; 

 1660 year-long jobs, paying a total of about $88 million that would not be realized; 

 tax revenues that would not be realized by the City of about $21 million; 

 homes for 564 people, 319 of whom would be employed; 

 $7.8 million is unrealized social benefits to the community; 

 costs incurred of $70,000 to $100,000 for each side involved in an appeal regarding 

development plans. 

A modest estimate of the costs of delays due to the inability to meet the needs of the City’s 

growth due to delays in residential construction is, over the next three years, more than $200 

million. This does not include delays in industrial development due to the lack of employment 

lands, and the erosion of the City’s economic foundations for growth.  All in all, an economic 

loss to the community approaching $1 million per home delayed . 

If the Cavan-Monaghan annexation were to be added to the list of potential development lands 

– especially its employment lands – the probability of the demand for residential and 

employment lands would be significantly enhanced.  Should the existing development plans 

receive the necessary approvals without undue delay, the three-year development gap could be 

closed, pressure would be taken off the real estate market, and the foundations for 

Peterborough’s economic growth strengthened. 

Four things become clear from this analysis: 

1. delays in current development plans will make it unlikely that the demand for new, 

residential properties in Peterborough will be met; 

2. there will be pressures for house prices and rents to rise; 

3. there will be no new, employment lands developments without the Cavan-Monaghan 

annexation; 

4. without the Cavan-Monaghan annexation occurring very soon, opportunities for 

Peterborough economic growth will be lost. 

 

The Cumulative Consequences of Delay and Indecision  

Economic growth, and economic decline, come through ‘cumulative causation.’ One direction 

an economy can take comes through the accumulation of progressive economic circumstances 

that promote growth - a virtuous cycle of growth emerges.  When economic opportunities for 

growth are ignored or deliberately delayed, the accumulation of economic opportunities stalls – 

a vicious cycle of decline emerges.  These are not the consequences of ‘natural,’ or inevitable, 

forces.  Whether a community enjoys a virtuous cycle, or suffers through a vicious cycle, which 
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cycle a community is subject to is the result of people either making progressive decisions, or 

being overcome by indecision in the face of economic opportunity.  Acting on the evident 

catalysts for growth can send Peterborough into a virtuous cycle of growth; denying that these 

catalysts exist through delays and indecision will, inevitably, put Peterborough into a vicious 

cycle of decline. The delays in meeting the imminent demands for employment lands and 

residential development is threatening Peterborough’s potential for economic growth - in the 

short-term, and the long-term.    

 


