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PLANNING THE NEXT GGH
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SUMMARY

The economic landscape of the Greater Golden Horseshoe (GGH) is in the midst
of a dramatic shift. A more balanced pattern of urban and suburban employment

growth has given way to the hyper-concentration of knowledge-based activities in
and around downtown Toronto. This pattern is reinforced by the loss or slower
growth of the economic activities that have historically been dispersed throughout
the region.

Office work is being redefined, with the loss of administrative jobs resulting from
computer technologies and automation, and new ways of working that mix offices,
labs, tech space, startups, universities and colleges, and other uses. Disruptive tech-
nologies, like blockchain or Artificial Intelligence, have increased uncertainty, as
have threats of trade disruptions.

Understanding this shift is especially important as municipalities review and modify
their official plans to conform with the 2017 Growth Plan for the Greater Golden Horseshoe.
These plans will shape growth and land use in the region for years to come, and
need to ensure the right kinds of development opportunities in the right places to
meet the changing requirements of business, supporting the economic vitality and
resilience of the GGH.

Planning the Next GGH outlines how the GGH economy is changing, identifies the
key drivers of this change, and describes the resulting economic landscape of the
region. The analysis focuses only on employment in the tradeable industries (that
is, “core employment”) that are the economic foundation and shape the geography
of the GGH, leaving aside population-related industries such as retail and personal
services. The report maps the current geography of jobs in the region and patterns
of change between 2006 and 2016. This work builds on the 2015 Neptis report,
Planning for Prosperity.

The key questions addressed in this report are:

* What kinds of economic activities should we be planning for? How is the makeup
of the GGH changing? What kinds of economic activities are growing, and what
kinds are slow-growth or in decline?
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>> EXECUTIVE SUMMARY >>

* Where in the region should we be planning for growing activities, and within what
kinds of urban environments? What areas are declining?

* What areas are most vulnerable to trade disruptions and automation?

* In the context of economic restructuring, disruption, and uncertainty, how can we
make planning more effective to support key Growth Plan objectives such as the
efficient use of infrastructure and integration of transit and land use planning? And
how can land use planning support the economic resilience, competitiveness, and
prosperity of the regional economy?

NEW ANALYTICAL APPROACHES

In order to answer these questions, new analytical approaches are needed.
Conventional planning for employment has relied on linear extrapolations of past
trends and analyses of economic change at a broad industry level. This approach
does not capture the shift under way in a regional economy being reshaped by
technological disruption, and provides little specific information on the kinds of
economic activities that land use planning needs to provide for.

This report offers, first, a framework for understanding long-term structural change,
the key drivers of restructuring, and the new economic geography.

Second, it introduces 12 industry “Archetypes” as an analytical tool designed specifi-
cally to better inform land use planning for employment-related uses. Archetypes
are groups of tradeable industries that share both similar economic characteristics
and locational preferences, helping planners make clear links between economic
change on one hand and spatial patterns on the other. Archetypes differ from the
concept of “clusters” as defined by Michael Porter in 1990 in 7%e Competitive Advantage
of Nations — a geographically proximate group of interconnected companies and
institutions. Together, employment in Archetypes represents 1.46 million of the
2.38 million core employment jobs in 2016 across the GGH.
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Finally, we also undertake an analysis of the geography of disruption, identifying
the places and municipalities in the GGH that are most vulnerable to automation
and potential trade disruptions.

The intelligence gained from such a nuanced dynamics-driven, regional-level spa-
tial analysis can be used to create more anticipatory regional and local planning
frameworks, better suited to face potential challenges, address future land needs,
and create the right kinds of urban environments and planning regimes.

WHAT KINDS OF ECONOMIC ACTIVITIES
SHOULD WE BE PLANNING FOR?

The transition to a knowledge economy is driven by globalization and technological
change. This shift is challenging routine work, and fostering the growth of skilled,
tech-related, and knowledge-intensive activities.

Booming Archetypes include Soft Tech, Finance, High Order Business Services
(HOBS), Arts and Design, Higher Education, and Logistics. Declining Archetypes
suffering net job losses include Other Manufacturing, Other Wholesaling, and
Back Office.

WHERE SHOULD WE BE PLANNING FOR
EMPLOYMENT GROWTH, AND IN WHAT
KINDS OF URBAN ENVIRONMENTS?
WHAT AREAS ARE DECLINING?

Hyper-concentration in and near downtown Toronto

Economic drivers have strengthened the forces of spatial clustering, and restructur-
ing has brought about the hyper-concentration of economic activity in and around
downtown Toronto. The Archetypes that show the most growth are also those that
have strong tendencies to concentrate spatially. In the GGH, Finance grew by
47,000 jobs between 2006 and 2016, HOBS by 25,000, Soft Tech by 19,000, and
Arts and Design by 10,000 jobs. Overall, downtown Toronto has seen the addition
of 67,000 new “core” jobs and 85,600 total jobs between 2006 and 2016.
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EMPLOYMENT BY ARCHETYPE, GGH 2006 AND 2016

2006 2016 Change % Change
Finance 228,150 275,300 47,150 20.7
High Order Business Services 98,215 123,345 25,130 25.6
Back Office 54,710 51,715 -2,995 -5.5
Arts & Design 102,645 112,665 10,020 9.8
Soft Tech 71,960 91,270 19,310 26.8
Hard Tech 72,810 51,225 -21,585 -29.6
Science-based 52,950 64,980 12,030 22.7
Higher Education 59,635 78,100 18,465 31.0
Logistics 25,170 32,635 7,465 29.7
Other Wholesaling 139,920 121,750 -18,170 -13.0
Special
Aerospace 10,815 13,150 2,335 21.6
Telecoms 25,400 32,035 6,635 26.1
Pharma 22,960 25,175 2,215 9.6
Other Manufacturing 516,255 386,480 -129,775 -25.1
Archetypes Total 1,481,595 1,459,825 -21,770 -1.5
Archetypes Total w/o Other Manufacturing 965,340 1,073,345 108,005 11.2
Total GGH core employment 2,300,015 2,375,465 75,450 3.3
Total GGH employment 3,437,935 3,710,915 272,980 7.9
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A slowdown in job growth elsewhere in the GGH

Outside the Toronto core, we see a slowdown in job growth. Between 2006 and 2016,
three of the five Suburban Knowledge-Intensive Districts (SKIDs) — the suburban
areas that had previously attracted the most significant core employment growth —
saw no growth or even losses: Markham, Sheridan, and Waterloo. Only the Airport
and Meadowvale SKIDs grew between 2006 and 2016, with the latter expanding by
almost 7,000 jobs. Overall, core employment in the SKIDs grew by a modest 8,500
jobs in the 10-year period. By contrast, in the 2001-2011 period, core employment
in the SKIDs grew by 35,000 jobs, while downtown Toronto added 42,000 jobs, as
described in Planning for Prosperity.

Employment growth in the SKIDs to 2016 included Soft Tech, Finance, Pharma,
Telecoms, and Science-based Archetypes, and to a lesser extent, Hard Tech. Outside
the SKIDs, Telecoms and Pharma exhibit small concentrations of employment growth.
Meanwhile, Logistics has seen significant job growth across the region.

There was little to no core job growth in the Urban Growth Centres (UGCs), Major
Transit Station Areas (M'T'SAs), and other Strategic Growth Areas designated in the
Growth Plan.

Areas of job loss across the GGH

There are significant areas of core employment loss across the region, including
southern Oshawa, the inner suburbs of the City of Toronto, southerly employment
areas of the 905, south of the QEW, in Hamilton city centre, and in Kitchener and
Cambridge. The megazones, which had seen modest growth in core jobs between

2001 and 2011, lost over 5,000 jobs between 2006 and 2016.

These changes can be attributed to declining employment in certain Archetypes:
including the loss of 130,000 Other Manufacturing jobs, 22,000 Hard Tech jobs,
18,000 Other Wholesaling jobs, and 3,000 Back Office jobs in this period.
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WHAT AREAS ARE MOST VULNERABLE TO
AUTOMATION AND TRADE DISRUPTIONS?

Employment in the industries most vulnerable to automation represents more than
692,000 jobs. These are primarily manufacturing industries, so the geography of
vulnerability reflects the distribution of these jobs in employment areas across the
GGH. This includes the three megazones, Toronto’s inner suburbs, and the cities of

Guelph, Oshawa, Alliston, Gambridge, and Oakville.

Accommodation and food services is also an industry at high risk of automation —and
the only industry in our report that represents non-core employment. Employment
in this industry shows a different geography from other vulnerable industries, with
a concentration in downtown Toronto, and a pattern following the geography of
population elsewhere.

Employment in the industries that are most vulnerable to trade disruptions represents
almost 200,000 jobs. Here too, manufacturing industries and districts figure promi-
nently, including auto manufacturing locations, such as those in Guelph, Oakville,
Alliston, Gambridge, and Oshawa.

HOW CAN WE MORE EFFECTIVELY
PLAN THE NEXT GGH?

A shifting economic landscape, and growing disruption and uncertainty call for new
approaches to land use planning.

Planning agencies at all levels must factor the new economic geography of the GGH
into land use planning, It affects what kinds of employment-related growth municipali-
ties can expect, where, and the kinds of urban environments needed to accommodate
new employment. This is critical to successful Growth Plan implementation, as well
as planning for places and major investments that depend upon anticipated employ-
ment growth. To this end, Growth Plan employment forecasts and allocations could
be updated and more robust analytical approaches adopted.
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Strategic, regional perspectives are needed, such as more anticipatory, forwardlook-
ing planning approaches. Proactively planning to ensure growing Archetypes like
Finance, HOBS, Soft Tech, Arts and Design, or Logistics are accommodated is key
to effective planning and the continued economic success of the region.

The hyper-concentration of job growth raises critical issues about planning for a
core under intense growth pressure, and an increasingly dominant single centre for
the GGH. A strategic, regional economic development perspective might ask if we
ought to think seriously about planning for a second regional “downtown” elsewhere,
to promote economic resilience, reduce commutes, and achieve other benefits.

Hyper-concentration also has implications for Urban Growth Centres (UGCs),
Major Transit Station Areas (MTSAs), and other Strategic Growth Areas outside
downtown Toronto. Planning strategies could include the proactive updating of
plans and renewal of employment environments to meet the needs of new economy
businesses. And since the supply of places designated for dense office uses likely far
outweighs demand, serious consideration should be given to prioritizing among these
many nodes and corridors.

While planning in the GGH has tended to focus on growth, there is a need to address
areas of transition and loss. Along with other planning strategies, close integration of
planning with place-based economic development strategies would support regenera-
tion of these areas.

Planning can play a role in addressing potential disruptions and uncertainty, promoting
economic growth and resilience. More anticipatory and flexible planning approaches
can ensure the evolving needs of businesses are met, and create urban environments
that support innovation. Planning frameworks can offer greater flexibility in permitted
employment uses, and anticipate and guide the evolution of buildings, densification,
integration of transit, and other factors.
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A strategic, regional perspective is key to the competitiveness and successful planning
of the region. For example, conversions of employment land that are considered only
in the municipal context may lead to suboptimal outcomes for the regional economy as
whole. A regional economic development strategy, supported by a regional database,
would also help guide the successful planning of employment areas.

Better planning for the many diverse areas that contain employment in tradeable
economic activities is critical to the future of the Greater Golden Horseshoe. Areas
catering to business play a key role in achieving fundamental planning objectives
related to the efficient use of infrastructure, sustainable transportation, and a livable
region. Also, the continued economic competitiveness and prosperity of the GGH
depend in part upon effective land use planning,

Successtul planning relies on integrating an understanding of the economic dynamics
and new realities that we face in the Next GGH.
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CHAPTER O1

INTRODUCTION

The economic landscape of the Greater Golden Horseshoe (GGH) is in the midst of
a dramatic shift. The decades-old pattern of suburbanizing economic activity, espe-

cially “office work,” has reversed. Instead, we are seeing a new, hyper-concentration
of economic activity in the core of the region, in and around downtown Toronto.
This concentration is reinforced by the loss or slower growth of the kinds of eco-
nomic activity that have historically been more dispersed throughout the region.

In the last 10 years, the region has lost 130,000 manufacturing jobs, 3,000 back-
office jobs, and 18,000 wholesaling jobs. At the same time, finance grew by 47,000
jobs, and soft technology industries by 19,000." “Office work” itself is being rede-
fined, with the loss of administrative jobs resulting from computer technologies and
automation, and new ways of working that mix offices, labs, tech space, startups,
universities and colleges, and other uses. Disruptive technologies, like blockchain or
Artificial Intelligence, have increased uncertainty, as have threats of trade disruptions.

This shift makes land use planning challenging, especially planning for employment
uses. Understanding the new economic landscape and what forces are driving it
will help planners create the right supply of development opportunities, in the right
places, with the right planning frameworks and urban environments to meet the
changing needs of business in the region. Getting this right is also key to achieving
Growth Plan objectives, such as the efficient use of infrastructure or transit-supportive
development. And it underpins the important role planning plays in supporting the
economic resilience, productivity, and success of the regional economy.

These considerations are especially important as municipalities review and modify
their Official Plans to conform with the updated 2017 Growth Plan for the Greater Golden
Horseshoe. These plans will shape growth and land use in the region for years to come.
In a time characterized by a break from past trends, and rapid, often disruptive,
economic and technological change, new approaches are needed. Conventional
methods of planning for employment uses often assume a continuation of past
trends, entrenching past needs into the future. But this may be a risky approach in
the current environment.

1 Employment figures are for the industry groupings used in this report, known as “Archetypes.”
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A more anticipatory and robust approach is needed. The intention is not to predict
the future, but to identify the key drivers of change that shape the economic land-
scape of the GGH, in order to make planning for employment uses in the GGH
more effective and adaptive.

This report is intended to support land use planning for employment-related uses
across the GGH by addressing the following questions:

*  What kinds of economic activities should we be planning for in the GGH, and where?

»  What kinds of urban environments and planning frameworks will support economic
activity in the region?

* How can we plan for rapid change, such as that linked with automation, or disrup-
tions in international trade?

* What areas of the GGH are most at risk from these potential disruptions?

By addressing these questions, the analysis also informs economic development
Initiatives in the region.

The report illustrates the kinds of concepts, issues, and analyses that should be
considered when planning for employment uses in the GGH today and introduces
a new analytical tool — that of industrial “Archetypes.” This tool is designed specifi-
cally to inform land use planning by making clear links between economic change
on one hand and spatial patterns on the other. It is hoped that municipal planners
can use the concepts, analyses, and information in this report in the development
of plans and planning policy.

In Chapter 2, we describe the fundamental concepts that help us understand what is
driving the changing economic landscape. In Chapter 3, we describe the changing
geography of employment in the region, and explain the Archetypes, their spatial
patterns in the region, and key Archetype-specific drivers of change. In Chapter 4,
we describe the geography of the jobs that are most vulnerable to automation and
potential trade disruptions. In Chapter 5, we draw conclusions and offer suggestions
on how planning policy can be updated to address the needs of the Next GGH.
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CHAPTER 02

THE CHANGING
—CONOMIC

_ANDSCAP
OF THE GG

The economy of the Greater Golden Horseshoe has experienced dramatic change in
recent years. Employment in manufacturing has declined, while new kinds of industries,
such as digital media and app development, have emerged. Growing knowledge-intensive

_|_I|I

activities have concentrated in just a few locations in the region, mainly Downtown
Toronto and a few suburban knowledge-intensive districts, and this tendency to con-
centrate appears to be increasing. Warehousing and logistics have also seen explosive
growth in the form of new large distribution centres at the urban edge. With potential
disruptive change from rapidly diffusing automation in the workplace, and the possibility
of disruptions to trade, the future is more uncertain.

Under these circumstances, how can we successfully plan land uses in the GGH over
the next 25 years? What kinds of economic activities should we be planning for? What
kinds of urban environments do we need to best support these activities, and in what
locations?

These are the central questions that this paper addresses. In this chapter, we draw on
existing research to identify some of the key drivers of change that explain the evolv-
ing economic landscape of the GGH. The goal is to help planners and other policy
analysts understand and monitor change in their cities and towns when developing
plans or framing planning policy.

To answer these questions, first we need to understand how and why the economy of the
GGH 1s restructuring. Which types of activities are growing quickly, which are growing

slowly, and which are shrinking? What are the key drivers behind this restructuring?

Second, how are the locational requirements of these activities changing, and what
qualities and characteristics do growing firms seck in an urban environment?

18 PLANNING THE NEXT GGH | THE NEPTIS FOUNDATION
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WHAT KINDS OF ECONOMIC ACTIVITIES
SHOULD WE BE PLANNING FOR?

Restructuring and its drivers

The restructuring of the GGH economy has been under way for several
decades. Between 2006 and 2016, the region lost 130,000 jobs in the manufac-
turing sector. At the same time, about 47,000 jobs in finance were added.”

Restructuring is not a one-time event; it is a continuous process. The regional economy’s
makeup of industries, firms, and jobs will continue to shift and evolve in response
to key drivers of change. This restructuring takes place not only between industries
(for example, the growth of finance and the decline of manufacturing employment)
but also within industries. For example, within the finance sector, activities such as
investment analysis have grown, while clerical functions in banking and insurance
have declined.’

With a horizon of 25 years for many land use plans, planners need to estimate the
demand for non-residential land uses in the context of long-term, structural economic
change. This approach differs from common planning methods and rationalizations
that rely on short-term market analyses to establish only that demand currently exists
for a given use.

Moreover, it is no longer sufficient simply to extrapolate past trends forward in a linear
fashion, without regard to the dynamics of change. In the current context of rapid,
disruptive technological change, such an approach is a less informed and potentially
risky basis for land use planning.

There are several ways to look at the regional economy from a long-term perspective.
One approach suggests that since the late 1700s, there have been not one but several
industrial revolutions.* The first was based on the invention of water and steam power,
and brought about the initial mechanization of production. The second began in
the late 1800s, founded on electric power, and was associated with the move to mass
production in factories. The third began in the 1950s with the invention and then wide
diffusion of digital technologies, the computer, new communications technologies,
and the Internet. Some argue that we are now entering a fourth industrial revolution.’
This one is characterized by the fusion of different advanced technologies, such as
artificial intelligence, robotics, 3D printing, nanotechnology, biotechnology, materials
science, energy storage, and quantum computing.®

2 Statistics Canada, Place of Work data for the Greater Golden Horseshoe. These figures are for the “archetype” industry
groupings used in this report.

3 Analysis of Statistics Canada Labour Force Survey data, 2001-2014.

4 Klaus Schwab, The Fourth Industrial Revolution, Geneva: World Economic Forum, 2016.

5 Ibid. Some argue that the fourth industrial revolution is not fundamentally distinct from the third. See for example, Jeremy
Rifkin, “The third industrial revolution: Toward a new economic paradigm,” Huffington Post, September 25, 2011.

6 Schwab, The Fourth Industrial Revolution, 2016.
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Another long-term, structural perspective is that of the long-wave economic cycle.
Nicolai Kondratieff identified waves of economic growth and decline, each lasting
about 50 years, starting with the first industrial revolution of the late 1700s.” Each
wave 1s characterized by a rise and fall, consisting of prosperity, recession, depression,
and improvement. According to this theory, we are now in a fifth Kondratieff wave
that began in the 1990s, based on new information technologies.

The “fourth industrial revolution” and Kondratieff frameworks both identify technol-
ogy as a key driver of change. The role of foundational technologies (steam power,
electric power, and digital technologies) is seen as central to explaining long phases
of economic growth, change, and restructuring. Today, technological innovation is
seen in tandem with globalization as the two main drivers of economic restructuring

Understanding these drivers is essential to understanding the changing makeup of
the GGH economy and the region’s evolving economic landscape from a long-term
perspective. Technology and globalization are themselves evolving within the broader
context of our economic system, which has its own drivers and dynamics.

Technological innovation and globalization occur within the context of the economy;,
and an enduring dynamic of our economic system that is key to restructuring is the
tendency for capital to concentrate. This has long been recognized, most recently by
Thomas Piketty, who has provided strong evidence of this in 21st-century economies.”
Piketty argues that this concentration happens because wealth (that is, capital) grows
faster than economic output.

Concentration also occurs as markets get bigger with globalization, and firms get bigger
to compete in these markets. As we have seen in the GGH, corporate consolidations,
acquisitions, and mergers are often accompanied by rationalizations — in which the
different components of the production process are moved around, consolidated, or
eliminated altogether. A recent example 1s the announced closure of the 87-year-old
Campbell Soup plant in Etobicoke, as global food producers consolidate production
in larger, modern factories, in this case in the United States.’

The tendency of capital to concentrate is mentioned here because it is a structural
driver of urban change. It is implicated in increasing social and income polarization
within cities, for example. It also shapes the economic landscape. In the GGH we have
seen the geographic concentration of certain types of economic activities in recent
years. Previous Neptis Foundation research highlighted the way in which knowledge-
based activities focused on a limited number of locations in the region — Downtown
Toronto and several suburban knowledge-intensive districts."

An English version was published as Nikolai Kondratieff, Long Wave Cycle, Dutton, 1984.
Thomas Piketty, Capital in the Twenty-First Century, Harvard University Press, 2014.
Brennan Doherty, “Campbell Soup factory in Toronto to close,” Toronto Star, January 24, 2018.
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In the five years since that research, geographic concentration has intensified, with
high levels of knowledge-intensive growth focused heavily on Downtown Toronto.
The City of Toronto estimates that employment in the downtown grew by close to
100,000 jobs between 2012 and 2017 — including the addition of over 30,000 jobs
in 2017 alone." This concentrated growth pattern has important regional and land
use planning implications, both for the places that are attracting massive growth and
for those that are not.

The tendency for capital to concentrate is a key driver of economic and
urban change.

Globalization

Globalization has several basic elements. The globalization of trade takes the form of
expanding markets for goods and services. The reduction of trade barriers through
agreements like the Free Trade Agreement in 1989, followed by NAFTA in 1994,
provides freer access to U.S. and Mexican markets. The general trend has been for
Canada to seck additional trade agreements, such as those with the European Union
and Pacific Rim countries.

Freer trade has had a dramatic impact on the structure of the national and GGH
economy. The reduction of trade barriers also removed the need for U.S. branch plants
to be located in Canada to access Canadian markets. Many factories and jobs moved
to the southern U.S., Asia, Mexico, and other regions where labour costs are lower.

Freer trade has led the GGH economy to focus on activities in which it has a compara-
tive advantage, while it loses activities to other jurisdictions that can do them more
efficiently or competitively. Being part of a larger market goes hand-in-hand with
specialization in the regional economy in the kinds of tradable activities in which we
are most competitive.

Capital has become geographically mobile. Computers, the Internet, and other com-
munications technologies made it possible to establish global supply chains, decoupling
the co-location of head office and production functions that was previously the norm.
Production functions could now locate wherever it was most competitive, often in
regions where labour costs are lower.

10 Pamela Blais, Planning for Prosperity, Toronto: Neptis Foundation, 2015.
11 Figures from the Toronto Employment Survey, 2017.
12 For data on employment in the Finance Archetype, see Chapter 3.
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Financial capital can move around the globe instantaneously in electronic form.
Along with the deregulation of the finance sector in many countries, this has led to
the explosive growth of financial industries. In the GGH, employment in the finance
sector expanded at 2.6 times the economy as a whole between 2006 and 2016."

Labour is arguably less mobile than some forms of capital, but we have seen increasing
levels of immigration to Canada in recent years, and further increases are projected.
The GGH remains a strong magnet, attracting a significant share of immigrants.

The globalization of markets, production, capital, and labour is a key
driver that continues to reshape the GGH economy.

Technology

Historically, each major phase of capitalism (or each industrial revolution) was driven
by a particular set of technologies. Each phase also had a distinct economic and urban
geography closely associated with the dominant technologies, production systems,
and markets. For example, in the early 1900s, key drivers of urbanization included
access to rivers, ports, and railways for the transport of goods, and proximity to coal
as a source of power." Today, the creation and sharing of information and ideas
drives urbanization.

Most recently, new digital and communications technologies have played a central
role in changes to multinational corporations and supply chains, prompting the spa-
tial reorganization of production on a global scale, and with it the restructuring of
economies on a regional scale, including that of the GGH. Many of the tasks and
jobs that were “off-shored” to low-cost locations were of a relatively simple, routine,
and repetitive nature.

In addition to enabling production to be organized and reorganized across the globe,
new technologies have a second, far-reaching impact on the makeup of regional
economies: the potential for automation of tasks or occupations. This process has
been under way since the “first” industrial revolution. More recently, the computer,
software, and robotics have led to the automation of many routine tasks, especially
in manufacturing, and administrative tasks, such as bookkeeping (Figure 1'*). In
the GGH, the regional economy has been restructuring as certain routine tasks or
occupations are automated.

13 Paul Swinney and Elli Thomas, A century of cities: Urban economic change since 1911, UK: Centre for Cities, 2015, p. 7.
14 Statistics Canada, Labour Force Survey.
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FIGURE 1: CHANGE IN EMPLOYMENT FOR OCCUPATIONS WITHMOST SIGNIFICANT LOSSES, GGH, 2001-2014
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The restructuring of the GGH economy that has been unfolding for the last several
decades is often described as a shift from manufacturing to services. While that shift
is certainly observable, this categorization does not capture the essence of the change
taking place. Underlying the shift are off-shoring and automation, primarily of routine,
lower-skilled tasks. It so happened that there was a concentration of these types of
tasks in manufacturing, although jobs in other sectors were also lost, as GGH data
suggest (see Figure 1).

This is not fundamentally a shift from manufacturing to services, but a
restructuring resulting from the automation and off-shoring of certain
types of productive tasks.

This is especially true today and in the coming years, as ongoing and rapid techno-
logical advances are expanding the potential for automation beyond the realm of
routine, repetitive tasks to both higher- and lower-skilled types of work. Until now,
jobs at both the high and low ends of the skills spectrum have been more difficult to
automate. This is changing quickly.
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On the higher skilled end, we are already witnessing the automation of tasks such as
financial advising with “robo-advisors” like Wealthsimple. The automation of some
forms of legal work, including basic contracts, is imminent."” On the lower-skilled
end we have automated or eliminated bank tellers’, travel agents', and retail check-
out clerks’ work.

What the GGH economy has been experiencing and will likely continue to experience
is a shift to an economy driven by knowledge-intensive activities, as Figure 2 shows.°

FIGURE 2: CHANGE IN EMPLOYMENT BY SKILL LEVEL, GGH, 2001-2014
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The expanding potential for automation at both the high and low ends
of the skills spectrum is a key driver shaping the structure of the GGH
economy.

Of course, technology has the potential not only to replace existing types of eco-
nomic activities, but also to create entirely new ones. Many significant sectors in the
economy simply did not exist a few decades ago, such as website and app designers.

The demand for different types of economic activities and land uses will evolve and

change as the GGH economy continues to restructure — as some industries and
activities expand and others contract in response to evolving technology and markets.

15 Deloitte, Developing legal talent: stepping into the future law firm, February 2016.
16 Analysis of Statistics Canada Labour Force Survey data for the nine CMAs that make up the GGH.
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This restructuring in and of itself transforms the region’s economic landscape. As
finance grows, for example, demand for development in the high-density, corporate
setting of Downtown Toronto also grows. We are seeing this demand today, with an
expanded downtown headquarters for CIBC'” and the consolidation of BMO activi-
ties in the converted former Sears store in the Eaton Centre.'®

WHAT KINDS OF URBAN ENVIRONMENTS, WHERE,
SHOULD WE BE PLANNING FOR BUSINESSES?

Changing location and urban environment needs

Understanding restructuring is key to understanding what kinds of economic activities
we should be planning for. But in addition to the effects of restructuring, the region’s
economic landscape is also shaped by firms’ locational preferences and the specific
mix of characteristics they seek from their urban environment to support day-to-day
production and long-term competitiveness. These factors are also changing as firms
face new and competitive challenges from emerging technologies or changing trade
conditions.

The key to anticipating the evolving locational preferences of firms, and their demands
of their urban environments, is an understanding of the role the urban environment
plays in firms’ operations and competitiveness. In short, urban environments confer
special and specific advantages to businesses.

Cities support production by providing access to a labour pool that is both wide and
deep, including workers with specialized skills. This is one of the key competitive
benefits of large cities and urban regions. As the economy continues its transition
toward knowledge-intensive activities, this factor will grow in importance. Large urban
regions like the GGH support specialized businesses, providing intermediate business-
to-business inputs and services. The high levels of specialization afforded by a large
labour market like that of the GGH represent an important source of competitiveness
for regional firms, and of productivity and wealth creation for the province.

Of course, urban regions like the GGH also provide excellent access to final business
and consumer markets for goods and services of all kinds.

17 Christina Pellegrini and James Bradshaw, “CIBC to move 15,000 staff to new downtown Toronto headquarters,” Globe and
Mail, April 12, 2017.

18 Tara Deschamps, “Bank of Montreal to open tech ‘campus’ in old Sears HQ) at the Toronto Eaton Centre,” Financial Post,
March 1, 2018.
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Urban environments also support innovation. In addition to providing access to
the highly skilled labour that drives innovation, urban environments offer access to
leading technologies, to formal and informal knowledge networks, and to specialized
resources, such as laboratories, machinery and 