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Prologue 

THIS MONOGRAPH is the result of a project first conceived at Canada Mortgage 
and Housing Corporation in the early 1980s. The idea was to commission a pair 
of monographs, one on the housing industry (Clayton Research Associates Lim
ited 1988) and the other - this volume - on progress in the housing of Canadians. 
The purposes of this monograph were: 

• to benchmark the evolution of housing in Canada since 1945, 

• to address important dimensions of the current and future housing 
situation, 

• to identify housing research issues and priorities in Canada over the mid 
to long term, and 

• to identify important housing policy issues likely to emerge in Canada 
over the mid to long term. 

A consortium of scholars coordinated by the Centre for Urban and Commu
nity Studies of the University of Toronto was chosen by CMHC to write this 
monograph. The consortium proposed an unusual- some critics said unwork
able - plan in which the monograph was to be written by twenty-one authors 
from across Canada, including both scholars and housing advocates/practition
ers, and from a variety of academic disciplines. While housing anthologies are 
commonplace, what was seen as novel about this monograph was that it would 
be a "seamless" monograph: written as ifby one hand, yet reflecting the richness 
of diverse views of the Canadian housing experience. 

Work on this project began in January 1986, and the text was completed in the 
form of a Final Report in August 1989. The Final Report consisted of twenty
three chapters. This book is an abridged version wherein each chapter of the 
Final Report has been substantially reduced in length. To conserve space, Chap
ter 12 of the Final Report, entitled "Indicators of Housing Adequacy" (authored 
by Streich and Hannley) is not included in this book; subsequent chapters of the 
Final Report are renumbered as a consequence. 

In drafting the monograph, the authors benefited from two parallel papers 
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commissioned as part of this project: "Evolution de la situation du logement 
locatif a Montreal;' by Professor Marc Choko (Universite de Quebec a 
Montreal) and "Housing in Rural Areas and Small Towns," by Andy Rowe 
(NORDCO Ltd.). Material from these papers has been integrated into various 
chapters in this monograph. The authors also benefited from the comments of 
many reviewers, including nine internal reviewers who met with the authors at 
two workshops in 1986 during the writing of the first draft: Mr. R. Adamson 
(CMHC, retired), Dr. S. Carreau (Ville de Montreal), Professor T. Carter (Uni
versity of Winnipeg), Dr. F. Clayton (Clayton Research Associates), Professor W. 
Grigsby (University of Pennsylvania), Dr. A. McAfee (City of Vancouver), Dr. P. 
Tomlinson (City of Toronto), Professor G. Wanzel (Technical University of 
Nova Scotia), and Mr. R. Langlais (Langlais, Hurtibise). In addition, eleven 
external reviewers were commissioned to comment on the completed first draft, 
including Dr. M. Audain (Polygon Properties), Professor R. Bellan (University 
of Manitoba), Professor B. Carroll (McMaster University), Professor F. DesRo
siers (Universite Laval), Mr. J. Friedlander (Alcan Ltd., retired), Professor M. 
Goldberg (University of British Columbia), Mr A. Hansen (National Research 
Council, retired), Professor J. Mercer (University of British Columbia), Profes
sor M. Qadeer (Queen's University), Mr. J. Todd (Ecoanalysis Consulting Ser
vices), and Professor W. Michelson (University of Toronto ). In addition, CMHC 
commented extensively on each draft of the manuscript and sought input from 
various provincial/territorial housing agencies. 

When perusing this text, the reader should keep the following in mind: 

• the coverage largely includes events and data available up to 1986 (when 
the first draft of the monograph was completed); 

• while the monograph covers housing issues faced by various levels of 
government in Canada, it emphasizes those which have concerned the 
federal government; 

• the monograph attempts to capture the many faces of Canada and the 
different housing experiences (for example, heartland versus hinterland, 
metropolitan versus non-metropolitan, rural versus urban, Aboriginal 
versus non-Aboriginal, north versus south, and haves versus have-nots); 

• the views expressed are those of the authors who, as housing researchers 
and advocates, generally share a belief that adequate and affordable 
housing for everyone is an important goal for Canadian society; 

• the monograph focuses more on events, policy initiatives, and data 
sources than on theory, although the explanations given for the housing 
condition of Canadians provide much that would be valuable in a 
university-level course on housing; and 

• to minimize overlap, relevant details that are in common to several 
Chapters have been moved to two Appendices which readers may benefit 
from reading in conjunction with the Chapters. 
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This monograph is intended to be a comprehensive overview of the housing 
situation in Canada. In many respects, it is successful. Arguably, this is one of the 
most important volumes on housing ever produced in Canada. The volume is 
comprehensive in scope. The chapters are informative, thoughtful, and provoc
ative. The book will stand as the principal record of Canada's post-war housing 
experience (1945-86) well into the next century. 

At the same time, in retrospect, some issues and questions might have 
received more attention. The book focuses, for example, on the stock of private 
(that is, non-collective) dwellings. More attention could have been paid to the 
small, but often disadvantaged, group of Canadians who live in group homes, 
residential hotels, institutions, and other collective dwellings. The book might 
also have better distinguished between the stock of housing built to be rented 
(the conventional rental stock) and the stock of housing that was built to be 
owner-occupied but is currently rented (the non-conventional rental stock): for 
example, some condominium units, flat conversions in single-detached struc
tures, and rented houses. The non-conventional rental stock has become more 
important in the overall supply of rental accommodation in recent years; we 
need to better understand the factors that motivate suppliers of this stock. 
Finally, the monograph could have paid more attention to the issue of dwelling 
maintenance. Repair, replacement, and additions have been a rising share of 
total new investment in housing in Canada. We need to better understand what 
determines the level of this investment, and what impact it has on the adequacy 
and affordability of housing. 

Although this book was initially drafted in 1986 and revised over the follow
ing three years, the principal messages in this book remain relevant. Competi
tive and efficient markets continue to be important in meeting the housing 
needs of many Canadians. Unaffordable housing and poor access to the benefits 
of home ownership among disadvantaged Canadians, are still key concerns in 
housing policy today, and likely will remain so over the foreseeable future. 
Nationally, the incomes of consumers have continued to grow sluggishly at best 
since 1986 (even before the recession that began in 1990), and net new household 
formation has remained low at the level of the early 1980s. At the local level, the 
debate over accessory apartments, in-law suites, and other types of affordable 
housing continues to rage. And, because interrelationships between housing 
and the well-being of individuals and families have become more complex over 
the years, disparate perspectives remain useful in examining housing questions. 

At the same time, the authors of this monograph were not omniscient. They 
did not foresee, or misread the significance of, important social and economic 
changes that have occurred since 1986. For example, the monograph does not 
extensively consider the problem of homelessness, a problem of which public 
awareness has risen in recent years. The authors also did not anticipate the sever
ity and length of the recession that began in 1990 and the effects that it would 
have on housing consumption and social well-being. Furthermore, the mono
graph did not anticipate the repeal of the Federal Sales Tax (FST) in January 1991 
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and its replacement by a broadly-based Goods and Services Tax. Finally, the 
house price slump that afflicted many Canadian housing markets in 1989 was 
also unanticipated by the authors. 

In addition, the authors did not fully anticipate several important public 
debates in the past six years on issues that have implications for housing. Among 
these was the re-emergence of environmental issues. Issues of soil contamina
tion, radon gas, solid waste disposal, water and air pollution, interior air quality, 
sustainable development, and reduction in energy use, for example, have direct 
impacts on housing and housing policy. Another set of issues concerns 
heightened awareness of systemic violence against women and children, and 
personal security in general. The range of housing concerns that arise from this 
- from shelters for battered women to neighbourhood safety - receive less atten
tion in this book than might be the case in a more contemporary study. As well, 
the authors did not foresee the significance of Canada's on-again off-again con
stitutional discussions. The Meech Lake accord and subsequent events have 
raised public awareness of issues surr<?unding the appropriate division of 
powers among federal and provincial governments and Aboriginal self-govern
ment. This book says relatively little about housing in the context of these issues. 
As well, the monograph was drafted before the Free Trade Agreement was struck 
between Canada and the United States of America (not to mention the recently
negotiated NAFTA), and hence does not discuss the effects that trade liberaliza
tion will have on the housing industry or on consumer prices. 

Finally, since the Final Report was written, there have also been noteworthy 
changes in the kinds of data available to governments and the measures they use 
to identify housing needs and problems. For example, the federal and provincial 
governments (using information from the 1988 HIFE survey) switched to a Core 
Need measure based on the National Occupancy Standard for suitable housing. 
Another is the development in 1989 by CMHC of an index of the affordability of 
home ownership for renter households. Still another is the initiation in 1989 of a 
new annual report by Statistics Canada on repair and replacement expenditures 
by home owners. 

On the policy front, governments did not stand still after 1986. For example, 
the ACT (Affordability and Choice Today) program - delivered by the Federa
tion of Canadian Municipalities, the Canadian Home Builders Association, and 
the Canadian Housing and Renewal Association, and sponsored by CMHC -
has, in recent years, encouraged improvements to regulation and procedures 
that affect the production and affordability of housing. The federal government 
has also: 

1987 Broadened the benefits available under the Canada Pension Plan. 

1988 Repealed the Home Improvement Loan Guarantee Program, permit
ted chattel mortgage insurance for non-long term tenure mobile 
homes, and delegated certain powers under NHA to the provinces 
and provincial agencies. On a minor note, NHA sections were 
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renumbered (Revised Statutes of Canada, 1985); this book uses the old 
numbering scheme 

1989 Increased the amounts available to non-profit social housing and 
cooperative housing groups to develop proposals for projects; clawed 
back Family Allowances and Old Age Security from higher-income 
taxpayers. 

1990 Introduced under NHA new portfolio insurance, moveable home loan 
insurance, varying maturity mortgage-backed securities, and six
month mortgage products; imposed a 5% ceiling on growth in CAP 
expenditures to Ontario, Alberta, and British Columbia. 

1991 Enhanced maternity, parental, and sickness benefits under Unemploy
ment Insurance; increased UI qualifying period and reduced benefit 
period; reduced UI benefits for workers quitting without just cause. 

1992 Eased downpayment requirements for NHA-insured mortgages; 
stopped funding of new projects under the federal cooperative housing 
program. 

In addition, there has been a growing public debate about the nature, scope, size, 
and use of lot levies and development charges. Some argue that lot levies are 
exorbitant and serve only to unduly restrict development; others argue that 
levies are necessary to avoid punishing tax increases on existent residents. 

Finally, the authors say little about the desirability or effectiveness of what in 
1986 was a new innovation in housing policy: the social housing agreements 
struck between the federal government and each of the provinces. At the time 
that this book was drafted, we had simply not had enough time to evaluate the 
functioning of these agreements. 

The shortcomings are mild, however, when viewed against the strengths of 
the monograph; the authors are to be commended for having constructed, over
all, a milestone overview of progress in housing Canadians during those four 
decades. That this book is unique in its combination of historical sweep, range 
of disciplines, and focus on the breadth of issues of concern in housing policy is 
also due in part to the energy, efforts, comments, and enthusiastic support of 
CMHC, and especially of the program managers, first Philip Brown then Peter 
Spurr. 

John R. Miron 
Toronto 
September 1992 



CHAPTER ONE 

= 

On Progress in Housing Canadians 

John R. Miron 

H 0 U SIN GIS important to Canadians. For most of us, the purchase of a home is 
our single largest capital expenditure. And, whether owning or renting, shelter 
costs typically are a large component of the household budget. Housing is such 
an important component of consumer spending that, worldwide, it is used as an 
indicator of the standard ofliving. Also, from lumber, bricks, and nails to bath
room fixtures to carpeting to appliances, each new dwelling built has important 
effects throughout the economy. These effects flowed, in the 1980s, at the rate of 
about one new dwelling in Canada every 2.5 minutes. When so much is spent on 
housing, it is only natural to ask: " Has the money been spent wisely?" Have we 
spent too much on housing, at the expense of other forms of consumption or 
investment? Or, alternatively, should we have spent even more? 

The Canadian concern with housing also has partly to do with climate. From 
the time of French explorer Samuel de Champlain's earliest settlements in the 
early seventeenth century, written records detail the harsh winters and the con
sequent need for adequate, durable housing. Early structures typically had little 
insulation, poor foundations, few windows, dirt floors or wood planking, no 
inside water or toilet facilities, and no central heating. As building materials 
were bulky to transport, indigenous materials were employed resulting in regio
nal variations in building forms. Throughout much of Canada, however, the 
problem has been the same: to protect households adequately from long and 
inhospitable winters. To be poorly housed is to invite discomfort, ill health, the 
wrath of the elements, the spoiling of one's possessions, or personal injury. 

In addition to providing protection from the elements, housing is important 
in the broader sense of determining an individual's quality of life and the 
achievement of various social goals. Satisfactory housing can make a vital con
tribution to equality of opportunity, the redistribution of wealth, and the nur
turing of individual dignity and freedom of choice. Housing also fulfils our need 
for privacy. Home is the place where we usually sleep, prepare and eat food, 
attend to physical and emotional needs, and engage in family life. It is a place 
where we can be with our family or friends, a place where we can get away from 
the rest of society and be free from intrusion or observation. Indeed, housing 

7 
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Table 1.1 

Comparing the housing conditions of Canadians, 1941 and 1986 

1941 1986 

Total population ('ooos) 11,507 25,354 
In urban areas 6,252 19,392 

In collective dwellings 368 434 

Occupied private dwellings ('ooos) 2,573 8,992 

Rooms per dwelling 5·3 5.8 
Persons per dwelling 4·5 2.8 

Persons per room 0.8 0·5 

Owned homes (%) 57 62 

In urban areas 40 57 
Single detached dwellings (%) 71 58 

In urban areas 49 49 

Dwellings (%) 
In need of major repair 27 7t 
Using stove or space heater 61 7t 
Using coal, coke, or wood fuel 93 4t 
With refrigerator 21 98+ 
With piped running water 61 96+ 
With inside flush toilet 56 94+ 
With installed bath or shower 45 91+ 

SOURCE Taken from Census afCanada 1941 and 1986. Total population for 1986 includes 
estimates on incompletely enumerated Indian reserves and Indian settlements. 
t Data shown are from the Census afCanada 1981 and are latest available. 
:j: Data shown are from the Census afCanada 1971 and are latest available. 

needs and circumstances figure, directly or indirectly, in most aspects of every
day life. 

Setting the Historical Stage 

The year 1945 is an appropriate point to begin the modern history of housing in 
Canada. The end of World War II was a time when Canadians were bracing 
themselves for an uncertain future as the memory of the hardship and misfor
tune generated by the Great Depression of the 1930S lingered. Although employ
ment rose during the War, wages remained low and consumer goods were 
rationed. Fears were expressed of a return to a stagnant economy upon post-war 
demobilization. At the same time, concern was expressed for Canada's declining 
birth rate. After having dropped steadily in the 1920S and 1930S, fertility was 
approaching a level that would lead to absolute population decline, which was 
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expected to contribute further to economic stagnation by reducing aggregate 
demand. 

THE HOUSING STOCK AROUND 1945 

The 1941 Census found that just over half of all Canadians lived in urban areas 
(Table 1.1). A few of these individuals (368,000) lived in "collective" dwellings 
such as hospitals, nursing homes, hotels, tourist homes, lodging houses, work 
camps, staff or student residences, or barracks. The vast majority (n.l million 
persons) lived in about 2.6 million "private" dwellings - an average of 4.5 per
sons per dwelling. About 40% of the private dwellings in urban areas were 
owner occupied, compared to 75% in rural areas. Just over 70% of all dwellings 
in Canada were single detached structures, but in urban areas, the figure was just 
50%.1 Private dwellings averaged 5.3 rooms. 2 

Such aggregate figures do not indicate much about the condition or quality 
of this housing stock. Census enumerators found that 27% of all private dwell
ings in 1941 were in need of major repair. 3 Urban dwellings, and those located in 
more prosperous Ontario, Quebec, and British Columbia were generally larger 
or better equipped than those in the rest of Canada. About 60% of all dwellings 
relied on stoves or space heaters and 93% used coal, coke, or wood as their heat
ing fuel. 4 Although almost all urban dwellings had electricity, only 20% of rural 
dwellings were so equipped, and many had only a 25 hertz supply. Only 21% of 
all private dwellings had a mechanical refrigerator; most of the rest relied on ice 
boxes. Only 60% of dwellings had piped running water; 56% had an inside flush 
toilet; and 45% had a private installed bath or shower. 5 It has also been 
estimated that the average age of a private dwelling in Canada at that time was 
about thirty years (Firestone 1951, 49). 

Many households, especially those with low incomes, were living in housing 
that was inadequate for their needs or too costly given their incomes. 6 The 
Curtis Report (Canada 1944, 110-22) estimated that, among the bottom third of 
metropolitan renter households by income in 1941, 89% paid more than one
fifth of earnings on rent and that 28% lived in quarters with more than one per
son per room. Among the middle third of renters, the corresponding figures 
were 51% and 21%. Overall, the Curtis Report (Canada 1944,12-3) saw a need for 
230,000 more urban dwellings, 23,000 more rural non-farm dwellings, 125,000 

more rural farm dwellings as of 1946 - almost 15% of 1941 stock - to replace sub
standard and overcrowded housing in Canada. 

Housing in Canada has traditionally been produced largely within the pri
vate sector, albeit with significant public regulation, implicit and explicit sub
sidization, and direct government involvement. Prior to 1945 involvement by the 
public sector was relatively limited. Nonetheless, by 1945 the principal elements 
offederal post-war housing policy had already been tried out. The first modern 
instance of a housing program was the $25 million loan program of 1918 that 
made mortgage money available for the construction of new-owned homes. 
The program provided low-interest mortgage loans with small downpayments 
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and a long amortization period. The target of this policy was the young return
ing soldier of modest income who needed help to purchase a small home. A sim
ilar program was enacted during World War II. In between came the Dominion 
Housing Act of 1935. To speed recovery from the Great Depression, this Act pro
vided for cheap and flexible first mortgage loans to buyers of new, moderately
priced dwellings. The target was the young home buyer with a modest income. 
The Canadian Farm Loan Act of 1927 provided similar assistance (for the con
struction of farm homes) as did the 1938 Full Recovery Low Rental Housing Pro
gram (although implementation of the latter was halted because of World War 
II). In addition, during World War II the federal government introduced a num
ber of programs designed to accommodate war production workers in low-cost 
rental units (for example, the Home Conversion Plan, the Home Extension 
Plan, and the Emergency Shelter Program). In focusing on assistance to the 
home buyer of modest income and the low-income renter, pre-war and war
time policies foreshadowed the two key target groups of post-war housing pol
icy. 

PROGRESS SINCE 1945 

In the early 1940S few people foresaw the demographic and economic booms 
that were about to sweep Canada. Demographically, a new wave of immigration, 
set off by the post-war resettlement of European refugees, marked a dramatic 
change from the preceding few decades; prior to that, the last big wave of immi
gration had been in the first decade of this century. This time, the impact of ris
ing immigration was augmented by a surge in fertility, a drop in infant mortal
ity, and generally increasing life expectancy. The consequence was that Canada's 
population more than doubled from 1941 to 1986. Accompanying this growth 
was a great shift in composition. With continuing improvement in longevity, 
the number of elderly (especially widows) proliferated. So too did the number 
of unmarried adults after the late 1960s, partly an effect of the sheer number of 
baby boomers and partly the result of an upturn in divorce and a downturn in 
nuptiality. For various reasons, more and more individuals came to live outside 
the nuclear family unit. Nonetheless, the number of families also grew rapidly in 
the 1960s and 1970S, a consequence of the entry of the baby boomers into adult
hood and marriage. While a smaller proportion chose to marry, the total num
ber of families actually increased. 

Economically, a rapid post-war expansion of employment was made possible 
by much new investment. From 1945 to 1985 total employment rose by almost 
150% (half again as fast as population), and per capita disposable income went 
up by about 200% even after discounting for inflation. Income-support 
schemes (such as unemployment insurance, old age security and guaranteed 
income supplements, and public and private pension plans) spread this afflu
ence over a wider group of Canadians. Also important was the post-war spread 
of subsidized consumption (health care, higher education, and public housing, 
for instance) that raised effective incomes, particularly among the poor. 
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These demographic and economic changes boosted the demand for housing 
in three important ways. First, in terms of sheer numbers, a growing population 
requires more housing. Second, the changing composition of Canada's popula
tion contributed still more to the demand for housing. Those young singles and 
families, the divorced, and the widowed all contributed to rapid household for
mation. Third, a growing affluence that lasted until the late 1970S combined with 
modest increases in the cost of housing made possible an undoubling of families 
and the separate accommodation of non-family adults. While Canada's popula
tion doubled, the number of households surged from 2.6 million in 1941 to 9.0 
million in 1986. New dwelling completions totalled in excess of 6 million units. 
These figures largely count just the construction of principal residences. In post
war Canada, the stock of seasonal and second homes also surged. 

Accompanying this remarkable growth were important geographic shifts. By 
1986 Canada's population had become largely urban. Also important was the 
migration of population from the Atlantic and Prairie provinces and Quebec to 
Ontario, Alberta, and British Columbia - flows that would have added to hous
ing demand nationally even in the absence of overall population growth. 

Another important shift was in type of dwelling. The number of persons liv
ing in collective dwellings declined as a percentage of Canada's total population 
between 1941 and 1986. The net result of population increasing slower than the 
number of private dwellings is that average household size had declined to 2.8 
persons by 1986. In addition, by 1986,56% of urban dwellings were owner occu
pied - a rise that reflected growing affluence, the attraction of capital gains and 
its favourable taxation, and the emergence of new forms of ownership, such as 
condominiums and co-ownership. The incidence of ownership rose in rural 
areas as well. The 1960s and early 1970S were also characterized by the rise of the 
large, privately-owned apartment building in urban areas. As urbanization and 
metropolitanization proceeded, single detached structures dropped to just 57% 
of all dwellings in Canada. However, within urban areas the shifts were princi
pally among other types of dwellings (for example, double, row, duplex, and 
low-rise and high-rise apartment structures); as a percentage of the total urban 
housing stock, the detached dwelling declined only modestly over this period. 

The post-war period also saw improvement in the quality of housing. In 1986 
just 7% of all private dwellings were in need of major repair. 7 Few relied on 
stoves or space heaters or used coal, coke, or wood as their heating fuel. By 1971 
rural electrification and a 60 hertz supply were almost universal, as were refrig
erators, piped running water, inside flush toilets, and private installed baths 
and/or showers. However, the stock is now aging. Only 25% of the stock in 1986 
had been built in the previous decade, down from 33% in 1981 and 29% in 1971. 
Furthermore, the average Canadian became better housed in a structural sense. 
Builders gradually incorporated new materials and technologies in housing 
construction and renovation. These included plywood sheathing, steel girders, 
new fire-resistant materials, grounded wiring systems, higher insulation stan
dards, and prefabricated components such as roof trusses, double/triple glazed 



12 fohn R. Miron 

FIGURE 1.1 All dwellings by condition, Native and non-Native 
households: Canada, 1981. 
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SOURCE: Statistics Canada (1984). Canada's Native People. Table 7. 

insulated windows, and kitchen cupboard components. At the same time, the 
incidence of crowding declined. For example, by 1986 the average number of 
persons per room was only 0.5, and fewer than 3% of all private dwellings con
tained more than one person per room. 

Against this backdrop of overall improvement, it is important to keep in 
mind that not all Canadians have become equally well housed. Significant regio
nal differences remain. Substandard housing is still generally more common in 
rural areas and the less-affluent Atlantic provinces and to a lesser extent the Prai
ries. Canada's Aboriginal peoples, whether Inuit, Indian, or Metis, also tend to 
be housed less adequately (Figure 1.1). 

Since 1945 the targets of housing policy have shifted. In broad terms, the 
objectives remained the same: to ensure that all Canadians were decently housed 
and that this housing was affordable. In the early post-war years, the focus was 
on improving the access of moderate-income families to owned homes. Gov
ernments then focused on better rental housing for low-income families, the 
elderly, students, Aboriginal peoples, and the disabled. 

Over the years households with affordability problems remained a primary 
target of housing policy at all levels of government. However, it has proven 
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FIGURE 1.2 Real incomes of individuals and households: Canada, 
1941-1986 . 
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difficult to identify the target. In the case of home owners, the value of housing 
as an asset (that is, taking into account capital gains and imputed rents) makes it 
difficult simply to measure the cost of shelter. Among both renters and owners, 
it is difficult to separate temporal changes in housing costs into quality and price 
components, 

Post-war changes in house prices, in part, mirrored the buoyancy of the Can
adian economy. In the early post -war years, house prices escalated quickly as the 
economy boomed. However, by about 1957 the economic boom had died, and 
house prices slumped. From the late 1950S through the early 1960s, Canada's 
economy was in a recession and the price of housing declined relative to other 
consumer goods. Prices picked up again in the economic boom of the mid 1960s 
and increased at a frantic pace in the 1970S before slumping again in the reces
sion of the early 1980s. The latter boom was also in part demographically driven 
as baby boomers swelled the ranks of young home buyers. 

Most of the changes in the housing condition of Canadians were accommo
dated within private markets for both rental and owner-occupied housing. In 
that sense, we can think of them as outcomes of shifts in the demand for, and 
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supply of, housing. By looking at population growth, we have already begun to 
consider demand factors. It has been estimated that about two-thirds of post
war household formation was directly attributable to changes in the size and 
demographic mix of population (Miron 1988, 119). However, the remaining 
one-third was the result of a greater propensity to live alone, especially among 
non-family individuals. In part, this was attributable to rising incomes (Figure 
1.2), abetted by moderate increases in the price of housing (at least for renters) 
relative to other consumer prices. Canadians used part of their growing pros
perity to purchase control of their living arrangement. Typically, this meant sep
arate accommodation. In 1986, 88% of nuclear families in Canada lived by them
selves, up from 79% in 1961. Among non-family persons the corresponding fig
ure was 47%, up from 14% in 1951. The impact of rising real income on house
hold formation in Canada has been large, accounting for about one-ninth to 
one-sixth of post-war household formation (Miron 1988, Chapter 6). 

WHAT WAS TRIED 

Also important in the post-war period have been the impacts of social policy ini
tiatives, some of which were not even directly linked to housing. These include 
new income maintenance programs for the elderly,8 the unemployed,9 and 
low-income families and individuals and subsidy/insurance programs for basic 
services such as education and medical care. These programs made it possible 
for low-income individuals and families to devote more income to housing con
sumption. In subtle ways, income maintenance programs for the elderly also 
served to undermine the traditional role of the owned home as a nest egg for 
retirement. 

Post-war social policy initiatives also included a concerted effort by govern
ments to reduce the size of Canada's institutionalized population. 10 A public 
debate about deinstitutionalization began in the 1950S and 1960s. Some argued 
that inmates would be better housed in the private sector. Others argued that the 
special services and conditions found in institutional housing could not be 
effectively provided outside. In many cases, the advocates of private sector hous
ing won out. Whatever the merits of de institutionalization, the effect was to 
push many non-family individuals, often marginal in income or wage-earning 
potential, into the private housing market. 

Also important have been the tax expenditures implicit in the relative treat
ment of owners and renters under Canadian income tax legislation. Govern
ments in Canada have never taxed the capital gains on sales of principal resi
dences; however, neither have they allowed mortgage interest to be deducted 
from taxable income as occurs in the United States. Since 1972 capital gains on 
broad classes of other assets have been taxable. This increased the attractiveness 
of owning a home relative to owning these other taxable assets. Moreover, gov
ernments have never attempted to tax the imputed return on equity in an 
owner-occupied dwelling, which further increases the attractiveness of owning 
over renting. 
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This discussion serves to introduce broad questions about the appropriate 
instruments of housing policy. Over the post-war period, five main categories of 
instruments were used: 

• tax expenditures (for example, MURBs, other income tax deductions 
and exemptions, and property tax abatements and credits); 

• direct expenditures by all governments for the production and 
consumption of housing, including direct mortgage lending; 

• regulation (for example, municipal zoning and development controls, 
provincial building codes, rent controls, landlord-tenant and new home 
warranty legislation, land subdivision restrictions, and federal regulation 
of financing, building materials, and building standards re NHA
produced housing); 

• the sundry activities of crown corporations and government 
departments (for example, the federal BETT and R-2000 programs to 
promote energy efficiency and financial support for CCURR, ICURR, 
and other standard setting, research and development, and coordination 
activities); and 

• loan guarantees (such as provided under NHA insurance provisions). 

Over the post-war period, there have been shifts in the relative use of different 
instruments. What were the best tools and what caused governments to change 
the tools they use are important questions addressed in subsequent chapters. 

Post-war Canadian housing policies fall into two broad categories. ll One 
was concerned with eliminating perceived inefficiencies in the housing market. 
For one reason or another, the private market was seen to be incapable of pro
ducing an adequate supply of housing, and policies were implemented to regu
late, assist, or encourage suppliers to compensate for the inefficiency. A second 
category of policy was concerned with issues of equity and social justice in hous
ing. For various reasons, it was believed that the private market, even if operat
ing efficiently, was incapable of providing adequate housing at an affordable cost 
for every Canadian. 

Policies to improve market efficiency 
In part, federal post-war housing policy concerned itself with the supply of 
mortgage funding. It was felt that potential lenders might be discouraged by the 
riskiness, lumpiness, or illiquidity of mortgages. Around 1945, there were few 
large lending institutions, 12 no secondary market for mortgages, and no private 
mortgage insurance companies. Small lenders were thought to be reluctant to 
enter the market and to be overly cautious when they did. This was seen to be 
injurious both to the production of an adequate amount of housing in particu
lar and to overall economic growth in general. 13 After 1945 the federal govern
ment began to build on approaches used in the 1918 Loan Program, the 1935 
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Dominion Housing Act, and the 1938 NHA. Up until 1954 this approach 
involved making joint loans. Later, joint loans were replaced by a self-funding 
mortgage insurance scheme for modestly-priced housing. Since the mid 1980s 
the federal government has further expanded the supply of mortgage funds by 
introducing mortgage-backed securities that make investment mortgages more 
liquid. Grants were also given to help owners make their housing operate more 
efficiently. Included here over the years have been the Housing Improvement 
Loans (HIL) Program, the Canadian Home Insulation Program (CHIP), and 
the Canada Oil Substitution Program (COSP). 

While the Canadian home-building industry has seen the emergence of a few 
large companies, it has been made up mainly of small firms. At the federal and 
provincial levels, there have been concerns that these firms are simply too small 
or too fragmented to encourage the kind of long-term research and develop
ment that is needed to spur innovation and new efficiencies. At the outset of the 
post-war period, the National Research Council and CMHC were mandated to 
develop appropriate standards for new construction and to explore new techno
logies and approaches. 14 By the 1970S part of this activity had been taken up by 
provincial housing agencies. 15 

This raises another concern of post-war housing policy. Housing construc
tion is a complex technology. When consumers purchase housing, whether as 
owners or renters, they typically cannot be expected to know if it is well built. In 
a private market, they have to rely for the most part on the integrity of the 
builder and/or landlord. In economic terms, this imperfect information creates 
a risk that reduces the efficiency of the market, not unlike the risk-taking prob
lems of small lenders. Post-war housing policy, in part, was an attempt to reduce 
this uncertainty. The spread of building code legislation throughout Canada 
assured the occupants of new housing that their housing was soundly built. In a 
similar vein, one can point to the spread of new home warranty legislation for 
owners and property maintenance legislation for renters. More generally, one 
can also cite the spread of regulation at all levels of government in regard to land 
subdivision, zoning, and development that helps assure occupants or neigh
bours that certain standards of good planning would be honoured. 

A related policy issue concerns the income tax treatment oflosses from rental 
property. Before 1972 a landlord could charge losses in the operation of rental 
property against other income. This included rental losses arising because of 
depreciation. After 1972 most landlords could not claim losses against other 
income if they were created by depreciation. Arguably, the Income Tax Act of 
1972 made rental housing less attractive to small investors. In 1974 the federal 
government tried to compensate for this by introducing MURBs, under which 
small landlords could fully claim depreciation costs, a program that was ter
minated in the early 1980s. 
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Policies to promote equity and social justice 
Canadian post-war housing policy has also been extensively concerned with an 
equitable allocation of housing. Much of this concern has been in the form of 
assistance for low-rental housing for needy Canadians. The 1938 NHA enabled 
subsidized joint mortgage loans for the construction of public housing by local 
housing agencies. The 1944 NHA amendments introduced the possibility of 
"limited dividend" housing, urban renewal programs, and rents geared to 
income. However, public housing did not get going in a major way until the 1949 
amendment that enabled the Federal-Provincial Public Housing Program. In 
1969 rent supplements were introduced to subsidize low-income households 
living in private rental accommodation. Both federal and provincial govern
ments offered further subsidies to encourage new construction of private rent .. l 
accommodation in the 1970S and 1980s. 

In addition, several policies provided subsidies to low-income home owners. 
At the federal level, these included RRAP, started in 1973, which provided small, 
forgivable loans for upgrading substandard housing, the CMRP and MRPP 
(1981-3) that assisted home owners with mortgage renewal, and the Rural and 
Native Housing (RNH) program. In addition, the federal government has 
experimented with encouraging modest-income families to switch from renting 
to owning. At the provincial level, subsidies were introduced including property 
tax deferrals, abatements, and credits for the elderly. 

In the 1970S there was a rising concern with consumer sovereignty and pro
tection. In part, the concern was with improving the efficiency of the market by 
reducing imperfect information. In other respects, however, the concern was 
ultimately with the notion of fairness or social justice. In the housing area, this 
was perhaps best manifested in the emergence of security of tenure legislation at 
the provincial level. This legislation restricted the rights oflandlords to specify 
onerous lease provisions, to evict tenants, and (in some provinces) to determine 
rents. The new home warranty legislation introduced at about the same time 
can also be seen partly in a similar vein. Still another example might be the 
federal mortgage rate protection plan under which borrowers are protected 
against large increases in interest rate upon mortgage renewal. 

WHAT ABOUT THE FUTURE? 

Thus, the period since 1945 represents an abrupt change from what had pre
ceded it. At the same time, as we now look to the future, we may wonder if the 
1980s mark the end of one era and the start of another. Rapid population growth 
is now history. Canadians now generally look ahead to a period of slow growth 
over the next few decades. Starting in the late 1970s, the growth in real incomes 
has also been sluggish at times. Of course, we should keep in mind the contrast 
between the dismal projections around 1945 and what actually happened. 
Nonetheless, the period between 1945 and 1985 forms an interesting unit of anal
ysis. How portable are lessons learned during that period when we turn our 
attention to the future? How different will the future be, and what does this 
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imply for housing? Will housing policies that were successful from 1945 to 1985 

also work in the future? What other policies should we be considering? 

The Approach to Housing Progress 

This is a book about housing progress, a phrase that admits of two meanings. 
One notion is simply of motion, direction, or change. The other is of movement 
or change for the better. In this book, the latter meaning is employed. However, 
improvement is in the eye of the beholder. One person might enjoy the spa
ciousness of 3.5 metre ceilings in a Victorian townhouse, while another dislikes 
the narrow windows. The scheme that we use to weight attributes of housing is 
part of our "perspective." 

Over the post-war period, housing programs were used to promote social 
goals such as the redistribution of income, equality of opportunity, or social jus
tice. In other words, Canadians as a whole were seen to benefit from an alloca
tion of housing that promoted such goals. Of course, the extent of such benefits 
depend on the importance attached by a citizen to each goal. This can, and does, 
vary from one person to the next. One person might think that equality of 
opportunity is important, while another might not. Such differences in opinion 
about social goals are another element of one's perspective. The quality, quan
tity, location, and cost of our housing shapes our state of health and well-being, 
our sense of place and community, our self-esteem, and our access to public 
facilities, services, educational and job opportunities. It is an integral part of our 
standard of living and our view of how society should operate. In a pluralistic 
society, it is not surprising, therefore, to find differences in perspective. 

Most of us have views on the extent to which the housing of Canadians has or 
has not progressed since 1945 and the impacts of government policies. It is 
always a surprise to the uninitiated to discover that someone else, equally 
informed, holds an opposite view. Such disagreements usually originate in one 
of two places: a disagreement about facts or a difference in perspective. 

This book has been written by a group of authors - twenty-two in all. Each is 
expert in some aspect of housing. The group includes planners, architects, econ
omists, geographers, and sociologists. They come from a variety of back
grounds: universities, planning practice, and housing consultancy. They come 
from various regions of Canada and from both large cities and smaller towns. 
Also, each of them is experienced in housing research, policy, andlor program 
delivery. As a consequence, they do not share a common viewpoint. Important 
differences among them are evidenced in subsequent chapters. 

This book does not impose a single perspective on its authors. The authors 
present their viewpoints and show how their conclusions depend on them. The 
aim is to clarify the debate and to make the reader more aware of different views 
on housing progress and the impacts and desirability of particular housing poli
cies. At the same time, the book also outlines what we understand about the 
demand, supply, and allocation of housing. It does more than simply 
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mirror the debate. It looks for the common ground - in terms of facts and per
spective - and the bases for differences of viewpoint. 

Structure of the Book 

This book is divided into six sections. The first section looks at economic, 
demographic, and institutional factors underlying the post-war demand for 
housing. In Chapter 2, John R. Miron examines post-war patterns of household 
formation and housing consumption and estimates the importance of contri
buting demographic and economic factors. Marion Steele describes post-war 
changes in tenure and their causes, the links between economic well-being and 
tenure choice, and the rationale for government support of home ownership in 
Chapter 3. J. David Hulchanski traces the evolving legal basis of fee simple own
ership and private renting in Chapter 4. 

The second section discusses the principal aspects of the supply side ofhous
ing: housing finance, economics, technology, and regulation. In Chapter 5, 
George Fallis identifies the suppliers of housing and factors influencing their 
decisions. James V. Poapst examines post-war government regulation of mort
gage markets, institutional participation, sources of demand for residential 
mortgage debt, use of equity financing and provisions of loan instruments in 
Chapter 6. John Bossons shows the range, scope, and rationale of regulation in 
the production of housing in Chapter 7. James McKellar, in Chapter 8, assesses 
the impact of building technology and the organization of the production pro
cess on housing form, cost, and quality. 

The third section traces the implications of shifting demand and supply 
curves for housing stock growth and quality. A. Skaburskis considers in Chapter 
9 how the components of housing stock change might be measured, and dis
cusses the role of government regulation and stimulative programs on housing 
stock change. In Chapter 10, Skaburskis and E.G. Moore establish an accounting 
scheme for describing post-war transitions in the existing housing stock, iden
tify known pressure points for policy intervention, and identify interactions 
between housing stock transitions and public policy that require more research. 
Joan Simon and Deryck W. Holdsworth in Chapter 11 document post-war 
changes in the design of housing forms and consider the emerging housing 
needs of families and changing concepts of neighbourhood. 

The fourth section considers how changes in supply have matched shifts in 
demand. In Chapter 12, Lynn Hannley reviews indicators of substandard hous
ing, documents the magnitude of the problem prior to 1945, explores post-war 
policy approaches, and suggests substandard housing indicators and policy 
approaches for the future. Janet McClain in Chapter 13 describes and discusses 
post-war changes in the scope of the need for supportive housing and related 
services, elaborates on the nature of consumer demand and the role of housing 
policy, and reviews the location and supply of special needs housing by type, 
level of care, funding, and sponsor. Damaris Rose and Martin Wexler examine 
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the adequacy of the post -war housing stock in light of important social and eco
nomic changes in Chapter 14. Patricia A. Streich examines the concept ofhous
ing affordability and the extent to which the magnitude of the affordability 
problem is conditioned by its definition in Chapter 15. 

The fifth section examines housing stock change in its locational setting. In 
Chapter 16, 1.S. Bourne demonstrates how the settlement environment ofhous
ing changed in post-war Canada and examines how the community develop
ment process contributed to this change and to housing progress. Francine 
Dansereau documents in Chapter 17 the evolution of intraurban disparities in 
socio-economic, ethnic, and physical terms, and considers implications for 
neighbourhood quality and housing progress. Richard Harris examines social 
mix as a goal of post -war community development and housing policy in Chap
ter 18. In Chapter 19, Jeffrey Patterson considers the relationships between hous
ing and community development, focusing on the origins of the modern urban 
reform movement and the post-war shift in policy from urban renewal to neigh
bourhood improvement. John H. Bradbury considers housing needs and poli
cies in single-enterprise communities in Chapter 20. 

The chapters of the sixth section suggest what lessons might be learned from 
the post-war experience, what the next decade or two might hold for us, and the 
challenges and issues posed by these scenarios. Miron suggests important ideas 
about meeting future needs based on past experience in Chapter 21. John 
Hitchcock discusses future directions and challenges for consumers, industry, 
and governments in Chapter 22. 

At the end of this book are two appendices: a Glossary and a Key Event Chro
nology. The Glossary will be of assistance to readers who are unfamiliar with 
proper names and acronyms that are used throughout the monograph. The Key 
Event Chronology gives a historical listing of major events in Canada's post-war 
housing progress. 

Notes 

1 Averages can mislead. In Montreal, single detached structures made up less than 7% of all 

dwellings in 1941, compared to 37% in Toronto and 75% in Vancouver. 

2 In counting rooms in private dwellings, censuses exclude halls, bathrooms, closets, pan

tries and alcoves, attics and basements unless finished off for living purposes, and sun

rooms and verandahs unless suitably enclosed for occupancy during all seasons. 

3 In the Census, a dwelling was defined to be in need of major repair if it had a sagging or 

rotting foundation, a faulty roof or chimney, an unsafe outside steps or stairways, or an 

interior badly in need of repair (for example, large chunks of plaster missing from walls 

or ceiling). 

4 In large cities, reliance on stove heating was minimal except in Montreal (62% of house

holds) and Quebec City (64%). In Alberta, which has extensive gas and oil reserves, the 

use of natural gas as a fuel was greater. 
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5 Such amenities were more commonplace in urban dwellings. Among large cities, only in 

Edmonton did less than 80% of dwellings have flush toilets. Only in Edmonton and Que

bec City did less than 75% of dwellings have an installed bath or shower. 

6 Carver (1948, 74) reports that Toronto households with annual incomes below $1,000 

spent on average about 40% of their income on shelter in 1941. Among households with 

incomes of$1,500 to $2,000, the figure was just 21%. 

7 In the 1981 Census, respondents were asked to indicate whether their dwelling was in 

need of repair, excluding desirable remodelling or additions. Possible responses included 

"needs only regular maintenance," "needs minor repairs;' and "needs major repairs." 

Respondents were advised that major repairs included defective plumbing or electrical 

wiring, structural repairs to walls, floor, or ceilings. 

8 Old Age Security, Guaranteed Income Supplement, and Canada/Quebec Pension Plans. 

9 Including Unemployment Insurance, work programs, a variety of provincial, local and 

third sector welfare programs. 

10 Dear and Wolch (1987) further describe the deinstitutionalization process and the con

temporary problem of homeless ness that it engendered. 

11 Traditionally, federal housing policy in Canada has served a third purpose: to spur eco

nomic growth or recovery from a recession. The construction of new housing creates 

jobs in the homebuilding industry directly, in addition to having positive effects on 

employment in the household furnishings industry and other related industries. 

Examples of policies that were primarily concerned with job creation are the Winter 

House-building Incentive Program of 1963-5, the Canada Rental Supply Program 
(CRSP) of1981-4, and the Canada Home Renovation Plan (CHRP) and Canadian Home 

Ownership Stimulation Plan (CHOSP) oh98Z-3. 

12 Prior to 1954, chartered banks were prohibited from originating residential mortgages. 

Even after 1954, they were restricted to NHA-insured mortgages. Not until 1967 were 

chartered banks were allowed to originate conventional residential mortgages. 

13 CMHC has always had a small residual lending role where private lenders were 

unprepared to cooperate. In 1957, when market interest rates rose above the ceiling set for 

NHA mortgages, the federal government briefly flirted with widespread direct lending. 

In all, 17,000 dwellings were financed in 1957 and 27,000 each in 1958 and 1959. 

14 Of special note here is the model National Building Code developed by NRC, a code that 

has been widely adopted by the provinces as a standard for new construction. 

15 The first contemporary use of minimum standards in housing may have been by a local 

government agency - the Spruce Court Housing Project of the Toronto Housing Com

pany in 1914. 



CHAPTER TWO 

Demographic and Economic Factors 
in Housing Demand 

John R. Miron 

HOW DID post-war housing market outcomes differ from pre-war experience? 
One difference was in terms ofliving arrangements. In 1941, 11.5 million people 
in Canada were housed in 2.6 million "usual" residences (that is, households or, 
equivalently, occupied private dwellings), excluding seasonal and secondary 
homes. By 1986 the population had burgeoned to 25.2 million, but the number 
of usual residences surged even faster to 9.0 million units. The average number 
of persons in a usual residence fell by one-third (from 4.5 to 2.8 persons) 
between 1941 and 1986, and the proportion of households consisting of one per
son living alone trebled. When secondary and seasonal dwellings are added in, 
the growth of the housing stock is even more remarkable. 1 

A second difference was the surge in housing expenditures. Canadians spent 
$67.5 billion for rent (including imputed rents on owner-occupied housing), 
fuel, and power in 1986 - up from just $1.2 billion in 1946 (Table 2.1). Even after 
allowing for inflation, total real expenditure increased sevenfold, and per capita 
real expenditure threefold. At least through the 19605, housing expenditure had 
just kept pace with the growth of income. As a percentage of total consumer 
expenditures, housing costs began to rise in the 19705 and 1980s. 

How housing is produced in Canada, its price, its allocation among consu
mers, and its consumption are largely outcomes of the marketplace. Did these 
changed post-war outcomes simply reflect the changing preferences or incomes 
of consumers? Or, were the choices of consumers altered, broadened, or nar
rowed by supply factors? 

Concepts, Definitions, and Data 

The term "living arrangement" is not easily defined or measured. To minimize 
omissions and double-counting, census-takers survey all known places of resi
dence and enumerate anyone usually resident there, including persons tempo
rarily absent. Since everyone is assigned to their usual place of residence, census
takers tend to ignore dwellings at which no one is usually resident, for example, 
seasonal and vacant dwellings. In so doing, the amount of housing consumption 
and the size of the stock are underestimated. 

22 
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Table 2.1 
Gross domestic product and selected expenditure components: 

Canada, 1946-1986 
(billions of current dollars; unadjusted for inflation) 

Gross domestic Total gross rent, Gross Gross rent 
product fuel, and power imputed rent paid 

1946 12.2 1.2 0·5 0·3 
1956 32·9 3·4 1.7 0.8 
1966 64·3 6.8 3-7 1.7 
1976 197·9 20·9 11.8 5·0 
1986 509·9 67·5 40.1 15·4 

SOURCE Statistics Canada (1988). 

Another problem with census data lies in the definition of a household. In 
Census terms, a household is the individual or group of individuals living in a 
dwelling. In turn, a dwelling is a structurally separate set ofliving quarters with a 
private entrance. Being "structurally separate" means that the occupants of a 
dwelling do not have to pass through the living quarters of others to get to their 
own dwelling. With whom one shares a "usual place of residence" depends on 
how the dwelling is defined. Since 1945 many persons have switched from lodg
ing within a larger household to living on one's own. Some switched from shar
ing a house with others to living alone in an apartment. In part, households used 
their growing affluence to separate themselves from lodging tenants and rela
tives. Basement and upstairs flats were walled off, private entrances constructed, 
and separate kitchens and washrooms added, thereby creating two or more 
households where previously there had been only one. Sometimes, such changes 
have important implications for living arrangements; at other times, the car
pentry and its impacts on daily life may be minor. 

In a similar way, looking at expenditures on rent, fuel, and power as an indi
cator of housing consumption can also be misleading. Economists like to think 
that a dwelling provides "services" that are consumed by the residents. Alarger, 
better equipped, or higher quality dwelling is seen to provide more services, and 
hence greater consumption. The problem here is to clarify what constitutes 
housing consumption, how it is to be measured, and how its price is to be calcu
lated. 

Post-war Changes in Living Arrangements 

In the early post-war years, the trend was to younger and more prevalent mar
riage, earlier first child births, and larger completed family size. The 1960s and 
1970S marked a shift to later marriage, more bachelorhood, more divorces, fewer 
children, and postponed child birth. Changing family formation, in turn, 
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translated into new patterns of living arrangements that shaped, and were in 
turn shaped by, the kinds of housing being built. 

All of this occurred against a backdrop of sustained population growth. The 
pace was especially quick up to about 1961. Growth continued thereafter but at a 
reduced rate. Overall, changes in fertility, survivorship, and migration contri
buted to a doubling of Canada's population from 1945 to 1985. 

• Fertility: From the onset of modern vital statistics record-keeping in the 
1920S through 1939, the number of births hovered near 230,000 to 
250,000 annually. After the start of World War II, the level of births rose 
steadily. Continuing to rise after the War, it reached a plateau in the late 
1950S at just under 480,000 annually. The Period Total Fertility Rate 
(PTFR) rose from 2,654 in 1939 to a peak of 3,935 in 1959. The period 
roughly from 1946 to the early 1960s is commonly called the post-war 
"baby boom." By 1968, however, the birth rate had fallen to just 364,000. 
It continued to fall, stabilizing in the 1970S at about 340,000 to 360,000 
births annually. By 1980 the PTFR had fallen to 1,746, well below 
replacement level. The period since the early 1960s has been dubbed the 
"baby bust." 

• Mortality: The post-war period also saw increased longevity. From 1945 
to 1980-2, life expectancy at birth increased by 7.2 years to 71.9 years for 
men and by 11.0 years to 79.0 years for women. 2 This increasing 
longevity itself was a source of population growth. The longer people 
live, the more likely they are to complete their child bearing years and to 
be alive still when their grandchildren or subsequent generations are 
born. Improved longevity could account for up to one tenth of Canadian 
post-war population growth (Miron 1988, Chapter 3). Improved 
longevity came about principally via two sources: reduced infant 
mortality and reduced mortality among the middle aged and elderly. 3 

• Immigration and Migration: The 1950S saw much immigration associated 
with European resettlement. A second wave, principally from Asia and 
the Caribbean, began about 1965 and subsided in 1974 with the 
introduction of more restrictive immigration controls. Since 1960 the 
annual volume has varied from 70,000 to 214,000. Because of this ebb 
and flow, the importance of immigration in Canada's popUlation growth 
has varied. Immigration was an especially important source of growth 
for Canada's metropolitan areas. Internal migration was also important 
in this regard. Overall, migrants streamed out of rural areas and smaller 
towns into the major conurbations. In 1986, 31% of Canadians lived in 
the three largest metropolitan areas: up from just 19% in 1941. With the 
exception of the late 1970S energy boom that saw much migration into 
Alberta, the typical post-war patterns of migration were from the 
Atlantic provinces, Quebec, Saskatchewan, and Manitoba, into Ontario 
and British Columbia. 
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Taken together, these demographic forces created sustained population 
growth that accounts for part of the rapid post-war growth in number of house
holds. At the same time, other factors also contributed to a reshaping of the size 
and composition of households. 

One factor was the marriage rush from 1945 to about 1960, during which 
adults became more likely to ever marry and to marry young. Median age at first 
marriage dropped from 23 years for women in the pre-war period to just 21 dur
ing the marriage rush. In the subsequent marriage bust, the incidence of divorce 
and of bachelorhood rose, and the median age at first marriage for women, 
increased by about 0.5 years. A surge in the number of individuals living in fami
lies characterized the baby boom, fuelled both by a marriage boom and a high 
birth rate. In contrast, the post-1960 period saw relatively fewer children, fewer 
married, more single, separated or divorced adults, and more lone parents 
(Table 2.2). The number of persons living in families increased by 60% between 
1941 and 1961, but by only 25% in the next two decades. In spite of the declining 
propensity to marry, the total number of persons living with a spouse continued 
to rise as the baby boom cohorts reached adulthood. At the same time, the num
ber oflone mothers under 35 more than quadrupled from 1961 to 1986. 

Also important were shifts in the number and spacing of children. Through
:mt the post-war period, childbirth among women over 35 years of age became 
less common, as did the incidence of fourth or higher-order births. During the 
:>aby boom, other patterns developed. Women tended to have their first and sec
:>nd child at younger ages; they became more likely to have a third child; and 
fewer women remained childless. These patterns were reversed in the subse
luent baby bust. Overall, the baby bust period was characterized by fewer, 
more-closely spaced births. In the baby bust, couples spent more years together 
)efore the first birth, and again later after the children had left home. In earlier 
:lecades, when births were spread out over a longer period, couples spent more 
)f their lives with at least one child at home. 4 Census counts of families by size 
~eflect fertility and spacing decisions; they also reflect home-leaving among 
{Oung adults. During the 1960s and 1970S, children became more likely to leave 
:he parental home early in adulthood, a trend that was reversed in the 1980s. 

Finally, another important factor was the growing gender differential in mor
:ality. Women have traditionally outlived men in Canada. In conjunction with 
:he marriage boom, increased longevity relative to their spouses meant that it 
)ecame more common for women to experience widowhood at some point in 
heir lives, and for greater lengths of time. Often, widowhood translated into liv
ngalone. 

Coinciding with these shifts in family composition and size were important 
:hanges in living arrangement. For much of Canada's modern history, families 
lave commonly maintained their own dwellings. What was surprising was the 
~xtent to which it became virtually universal. While the doubling-up of nuclear 
amilies (as in extended family households) was never commonplace, it became 
~ven rarer after 1945. Furthermore, it became even more common for, 
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Table 2.2 

Population and families by living arrangement: 
Canada, 1941-1986 

1941 1951 1961 1971 1981 

(thousands of persons) 
Total population 
(usual residents) (IJ 11.49° 13,984 18,238 21,568 24,203 

In private dwellings, 
Family members 

Living with spouse [2] 4.432 5,923 7,600 9,184 11,222 

Lone parent 30 9 326 347 479 714 
Child 5,144 5,967 8,149 9,189 8,667 

Non-family individuals [3J 1,237 1,384 1,659 2,323 3,195 
In collective dwellings 368 384 484 393 406 

(thousands offamilies) 
All families [4 J 2,525 3,287 4,147 5,°76 6,325 

Maintaining a dwelling [5J 2,333 2,967 3,912 4,915 6,133 
Living alone 3,263 4,286 5,556 
Others present 649 629 577 

Not maintaining a dwelling [6) 192 321 235 161 192 

SOURCE Census afCanada, various years. - Indicates data not available. 
[1 J Columns may not total due to rounding. 

1986 

25,207 

11,763 

854 

8,579 

3,578 

434 

6,735 

6,534 

5,939 

596 

201 

[2J Since 1981 common-law couples have been enumerated as marrieds. In earlier 
censuses, where such couples chose not to list themselves as married, they were counted 
as either non-family individuals (if no children present) or lone parent families (if 
children present). Thus, censuses since 1981 estimate more husband-wife families and 
fewer lone parents and non-family individuals than would have been the case 
previously. 
[3) Includes individuals whose family status could not be ascertained. 
[4 J Census counts have excluded families in collective dwellings since 1981. Families in 
collective dwellings are included in earlier counts. 
[5 J Under the 1941 census definition of a household as a housekeeping unit, there could 
be two or more households per dwelling. Compared with the subsequently-used 
definition that assigns only one household per dwelling, the number of primary families 
was overstated, and the number of secondary families understated, in 1941. 

[6 J Since the 1981 census, maintainer status depended on whether the "household 
maintainer;' (that is, the person chiefly responsible for financial maintenance of the 
dwelling) was a resident family member. In some cases, such as a family living alone that 
is financially supported from outside, there was no maintaining family. Prior to 1981 a 
family living alone was always enumerated as a maintainer. Thus, censuses since 1981 
tend to overcount maintaining families relative to earlier censuses. 
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Under 35 

35-44 
45-54 

Table 2.3 
Non-family individuals by age group: Canada, 1961 to 1986 

('ooos of persons) 

1961 1971 1981 

673 937 1,429 
205 220 266 

240 267 264 
55 or older 883 1,151 1,236 
Total 2,002 2,575 3,195 

1986 

1,501 

399 
294 

1,385 
3,578 

SOURCE Census of Can ada, various years. Columns may not total due to rounding. 
1981 and 1986 data include only non-family individuals in private dwellings. Earlier 
data also includes non-family persons in collective dwellings. 

nuclear families to live alone, that is, without any other persons present in the 
dwelling. This stripping away of non-family individuals constituted a second 
form of undoubling. The data presented at the bottom of Table 2.2 indicate that 
both forms of undoubting were important, although at different points in time. 
The percentage of families maintaining their own dwellings rose from 90% in 
1951 to about 96% by the mid 1960s, thereafter remaining roughly constant. In 
1986,88% of all families lived alone, up from under 80% in 1961. 

The growth of the one-person household has been a post-war phenomenon. 
As recently as 1951, individuals living alone were rare enough for the Census to 
make the following comment: 

The highest percentages of one-person households were found in rural nonfarm 

areas, and, as in the 1941 Census, one-person households were much more com

mon in the provinces west of the Great Lakes than elsewhere in Canada. Judging 

from the geographical distribution of these households, it is probable that a fair 

percentage of them consisted of hunters, trappers, west coast fishermen, fire 

rangers, guides, and persons in similar occupations (Census of Canada 1951, 10: 

368). 

In the ensuing decades, living alone became predominantly an urban phenome
non, and it became commonplace. Where did these households come from? In 
part, they reflect the swelling number of non-family persons (Table 2.3). Overall, 
the number of non-family persons increased by almost 80 percent, and the 
number under 35 years of age more than doubled from 1961 to 1986. This 
reflected rising incidences of bachelor hood and divorce. Also, although the lon
gevity gap between the sexes had begun to attenuate in the late 1970s, the post
war period, on the whole, was marked by a growing number of elderly widows. 
At the same time, the percentage of non-family persons who live alone rose shar
ply. As a result, the number of one-person households more than quadrupled 
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Table 2.4 
Persons living alone by age group: Canada, 1961 to 1986 

(' ooos of persons) 

1961 1971 1981 1986 

Under 25 17 70 201 154 
25-34 40 96 347 395 
35-44 45 73 159 241 
45-54 64 99 162 185 
55-64 86 154 247 280 
65 or older 172 320 566 680 
Total 425 811 1,681 1,935 

SOURCE Census of Can ada, various years. Columns may not total due to rounding. 

overall and increased almost tenfold among the under 35 year-oIds between 1961 
and 1986 (Table 2.4). 

Post- War Changes in Housing Consumption 

Because every household occupies exactly one usual dwelling, the above 
description of changing living arrangements also largely describes the aggregate 
increase in number of housing units. However, this does not tell the entire story 
of post-war growth in the housing stock. The stock changed significantly in a 
qualitative sense - in terms of dwelling type, quality of construction, design, 
amenities, tenure, and state of repair. Also, although a lack of data prevents fur
ther examination of the issue, the consumption of secondary housing appar
ently has increased. 

Chapter 1 identifies important changes. Since 1945 the amount of residential 
space per household and per capita has surged; while the number of rooms in a 
typical dwelling rose slightly, the number of persons per room fell sharply. The 
incidence of dwellings in need of major repair or without toilet facilities, central 
heating, or a refrigerator also dropped. In addition, the type of housing con
sumed by Canadians changed after 1945. As a percentage of the total private 
occupied housing stock, single detached units declined in importance after 1941. 
Particularly noteworthy was the great boom in apartment construction from 
the mid 1960s to mid 1970S and the ensuing boom in row housing (Figure 9.2). 

In terms of the dollar value of housing consumption, post-war change is even 
more dramatic. The aggregate current dollar value of Canada's housing stock 
per household rose more than eighteenfold (Table 2.5). Even after adjusting for 
inflation in consumer prices generally, it rose fourfold. In current dollars, the 
value of the stock rose much faster than personal disposable income per house
hold, especially during the late 1940S. In part, this reflected various post-war 
housing price booms. In part, it also reflects the volatility of new residential 
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Table 2.5 
Current dollar value of housing stock, investment in housing, 

housing consumption, and annual personal disposable income per household: 

Housing 
stock 

1946 2,517 
1951 4,412 
1956 5,179 
1961 6,022 
1966 8,346 
1971 11,930 
1976 22,607 
1981 34,291 
1986 46,567 

Canada, 1946-1986 
($ per household) 

Personal 
Residential disposable 
investment income 

138 4,309 
235 4,585 
462 5,513 
391 5,950 
500 7,906 

928 10,132 
1,982 17,895 
2,487 28,699 
3,428 37,601 

Housing 
consumption 

414 
441 
846 

1,043 
1,269 
1,823 
2,917 
4,902 
7,153 I 

SOURCES Up to 1961, value of the housing stock is estimated from Statistics Canada 
(1984e, 284). After 1961, housing stock is estimated from total non-financial assets in 
residential structures. See Statistics Canada (1986a). The current dollar value of 
housing consumption (imputed rents, gross rents paid, fuel, and electricity), 
residential investment (gross fixed capital formation), and personal disposable 
income is taken from Statistics Canada (1988). 

construction. During the 1970S, for example, residential investment outstripped 
the growth of income; in the recession of the early 1980s, investment tumbled, 
even though incomes rose nominally. 

Why Did Living Arrangements Change? 

Why did average household size decline so abruptly? The overall growth of pop
ulation in Canada and important coincident demographic shifts have already 
been noted. The marriage bust was one. The decline of marriage and the rise of 
divorce meant more non-family individuals and lone parents. The closer spac
ing of child births (later first births and earlier last births), especially in combi
nation with earlier home leaving among young adults and generally increasing 
longevity, increased the time that parents spent without children at home. Also 
important was the increasing gender differential in longevity that sharply 
increased the number of elderly widows. 

Such arguments help explain why there were more non-family individuals 
and why families were typically smaller. Given a fixed propensity for families 
and non-family persons to live alone, in conjunction with the baby boom and 
with net immigration, these demographic changes might account for about 
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FIGURE 2.1 Real income of individuals and economic families: 
Canada,1951-1986. 

(a) Males and male-led families 
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(b) Females and female-led families 
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SOURCE: Statistics Canada (1969). Incomes of Families and Individuals in 
Canada, Selected Years, 1951-65. Statistics Canada (1973,1983,1987). 
Income Distributions by Size in Canada. 

NOTE: Individuals without income are excluded. Family here includes any two 
or more individuals related by blood, marriage, or adoption; all other 
persons are "unattached". Where present, husband is head of family. 
1951 and 1961 data exclude farm spending units. Incomes deflated by 
CPI (1981=1.0). Data on" Wives" are for wives of spending unit heads. 
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two-thirds of net post-war household formation (Miron 1988, Chapter 5). They 
do not, however, explain the sharp rise in the propensity to live alone among 
both families and non-family individuals. 

One possible explanation has to do with the subsiding of immigration into 
Canada. Immigrants from abroad have been considerably more likely to live in 
shared accommodation. The post-war decline in shared accommodation might 
partly be attributable to post-war changes in the importance or composition of 
immigration. What caused immigrants to share their housing? Was it a cultural 
norm carried from their homelands, or a rational strategy for coping with hous
ing in a new, different, and costly housing market? If the latter, another explana
tion is suggested. 

That explanation is post-war affluence. The average incomes of Canadians 
more than doubled (after discounting for inflation) from 1945 to 1981. In part, 
the affluence was augmented by the rise of the two-earner household that 
pushed up family incomes. In part, it reflected a relative improvement in the 
incomes of non-family individuals. (See Figure 2.1 which also show the effects of 
the recession of 1982 and the deteriorating real incomes of Canadians through 
the first half of the 1980s.) Important too were the redistributive effects of new, 
post-war income transfers and other social programs that were of particular 
benefit to low-income individuals and households. At the federal level, Unem
ployment Insurance began in 1941, Family Allowances in 1945, Old Age Security 
in 1952, and the Canada Pension Plan and Guaranteed Income Supplement in 
1966. Government transfer payments to individuals rose from $1.1 billion (or 
11% of total personal income) in 1946 to $62.0 billion (0f14% of total personal 
income) in 1986 (Statistics Canada 1988,16-7). 

Canadians used this growing affluence to purchase better clothing, food, 
health care, transportation, education, and household appliances. They also 
improved and upgraded their housing. In addition to purchasing dwellings that 
were larger, had more bathrooms, or were better appointed, they purchased a 
better quality of living arrangement. As noted earlier, this did not necessarily 
mean jettisoning those with whom one might otherwise have shared space; by 
walling them off and providing separate entrances, cooking and toilet facilities, 
these sharers may have been "externalized" into separate households and dwell
ings. Whatever the mechanism, rising affluence may have reduced the;propen
sity for families and non-family individuals to share living quarters. 

At the same time, the cost of shelter may have increased less rapidly than did 
other consumer prices. Since the mid 1950S rental housing has lagged behind 
other components of the overall Consumer Price Index (see Table 3.4). The 
home ownership price component increased more rapidly but, as it does not 
consider the capital gains benefit, it overstates the increase in user cost of owned 
homes over the post-war period. If housing became more affordable relative to 
other consumer goods, consumers may have substituted consumption of other, 
more expensive, goods in favour of now relatively cheaper housing. 

Rising real incomes reshaped living arrangements. Evidence from cross 
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section studies suggests that the propensity for non-family individuals to main
tain a dwelling increases with income. 5 However, cross section studies using 
1970S and 1980s data suggest that the propensity for families to maintain a dwell
ing was less sensitive to income. Put differently, high-income families were only 
marginally more likely to maintain a dwelling (or live alone) than were their 
poorer counterparts. This suggests a novel interpretation. The contemporary 
division of family and non-family individuals into separate households may 
have been instigated not by families seeking privacy but by non-family individu
als purchasing their way out of shared accommodation. 

This may not have always been true. In the 1970S and 1980s, "commercial" 
lodging was uncommon. 6 Where the decision to share space is an affair of the 
heart or of familial responsibility, it is not surprising that the family'S income is 
unimportant. In earlier times, however, the taking in of unrelated lodgers may 
have been more widely used to supplement family incomes. 

To understand better the decline of shared accommodation, it is helpful to 
think in terms of the costs and benefits of the arrangement to the person or fam
ily maintaining the dwelling (that is, the host) and to the lodger or partner. 

THE HOST AND THE SUPPLY OF SHARED ACCOMMODATION 

One precondition for a family or individual to share is sufficient space within 
the dwelling, usually at least a spare bedroom. Another is that the host be able to 
provide housekeeping as needed. The level of housekeeping can vary from a full 
room and board service where the host provides cooking, room cleaning, and 
laundry cleaning to the case where a single seeks a room-mate to share costs and 
housekeeping. 

Between 1941 and 1961 the typical size (number of rooms) of an owned home 
remained constant. At the same time, families became larger with the onset of 
the baby boom. The resulting space squeeze made sharing less feasible for many 
families. This was reversed in the late 1960s and 1970S by a trend to larger dwell
ings in conjunction with the baby bust. At the same time, however, the rapid 
increase in paid work outside the home by married women meant that less 
labour was available in the home to undertake the housekeeping associated with 
many forms of sharing. 

Regulation provided another disincentive to sharing. The effect of building 
and property maintenance codes, zoning by-laws, and restrictive covenants is 
often to limit housing to single families or lone occupants. Lodgers and house
holds of unrelated individuals are often banned, whether explicitly or implicitly. 
Thus, even where the host so desires, regulation can constrain sharing. 7 

Sharing provides certain benefits to the host. In the case of commerciallodg
ing, this includes a steady source of income that helps support the host in the 
event of illness, injury, or layoff. However, the attraction of this benefit declined 
with the introduction of Unemployment Insurance, Workman's Compensa
tion, Old Age Security, and publicly-financed health care. Another benefit is the 
labour provided by lodgers in activities such as food preparation, laundry, house 
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cleaning or maintenance, child care, or snow removal. In the case of ill or dis
abled relatives or friends, the benefit to the host may be primarily in terms oflow 
cost, or easy access, in providing assistance or care. 

Sharing requires trust among the co-residents. Because they occupy the same 
set of living quarters, it is easy to invade one another's privacy or misuse 
another's property. It is not surprising, therefore, to find that often the sharers 
are related. However, the post -war period was marked by extensive interregional 
migration. In many cases, these migrants left behind their parents and other 
close relatives. In part, the post-war decline in sharing may simply have reflected 
a paucity of relatives in the local community. 8 

The host may also consider congestion around the home as a cost of sharing. 
Bathrooms come specifically to mind. Most of us have experienced the morning 
congestion around family bathrooms. Over the post-war period, Canadians 
used their increasing wealth to purchase more, and better appointed, bath
rooms. However, bathrooms are expensive to install or upgrade. For some fami
lies, getting rid of sharers may have been the least costly way of solving this con
gestion problem. 

There is a related consideration here. Families may not have subsidized shar
ers simply because they were relatives. Rather, it may have had to do with trans
actions costs for home owners. Typically, it can be expensive for an owner to 
move if one considers both monetary and psychic costs. Furthermore, imperfect 
information in the real estate market adds an element of risk to the costs of mov
ing. As a result, families move less frequently than might be expected given 
changes in their housing needs. A family that is planning to move now and 
expects to need a still larger house in a few years might well buy the larger house 
immediately and avoid the transaction cost of moving again in a few years. The 
marginal cost of making space available to a lodger, at least until the space is 
needed by the expanding family, can thus be small. Although adequate data are 
lacking, the level of residential mobility likely increased in post-war Canada. 
The higher mobility, in part, reflected a better organized real estate market (par
ticularly in the larger urban areas); the flow of information improved (through 
means such as multiple listing services), and monetary transactions costs 
declined in relative terms. Where it became less expensive to move and adjust 
one's housing consumption, one's willingness to take in lodgers, and to discount 
their rents, declined. In part, the higher mobility arose for other reasons, such as 
job changes or transfers. Whatever the reason, it afforded some families (partic
ularly those in metropolitan Canada) more opportunities to bring their housing 
consumption into line with their space needs, reducing the extent of short-term 
"overconsumption," and hence the space available to accommodate sharers. 

THE LODGER OR PARTNER AND 

THE DEMAND FOR SHARED ACCOMMODATION 

The demand for shared accommodation by non-family individuals depends on 
the availability of alternatives (for example, living alone, living in a collective 
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dwelling, or sharing with a family or with a partner or partners), the utility atta
ched to the alternative, and its cost. Unfortunately, data on post-war changes in 
the cost, utility, or availability of sharing versus other forms of accommodation 
is lacking. However, alternatives to sharing became more widespread and rela
tively less expensive, especially with increasing urbanization. Cities, by virtue of 
their size, can sustain varied and profitable markets for rental housing - some
thing not always possible in smaller towns and rural areas. Another reason per
tains to changes in construction technology, of which post-war apartment 
buildings exemplify the breakthroughs. For the first time in history, multi-unit 
buildings could be constructed that provided many of the amenities of detached 
housing without the traditional drawbacks of tenement structures: noise, 
smells, lack of security, and fire hazard, for instance. At the same time, improve
ments in homemaking technology - including appliances that made it easier to 
do housekeeping - reduced the need for lodging and its associated housekeep
ing services. Effectively, these trends either raised the utility of living alone or 
reduced its cost, relative to lodging. Either way, they served to reduce the pro
pensity to share. 

In addition, social policy initiatives had a significant impact on the ,demand 
for shared accommodation. One was the concerted efforts by governments to 
reduce the size of Canada's institutionalized population that led to the develop
ment of group homes and other forms of shared "special needs" housing. Also 
important here were programs aimed at better housing the elderly (especially 
widows) and low-income families. From 1964 to 1980 NHA loans were provided 
for the construction of 142,345 new public housing units. 9 The construction of 
126,158 new private dwellings and 42,034 hostel beds in new collective dwellings 
for the elderly were also assisted by NHA during this period. 10 This was subsi
dized housing, much of it on a rent geared to income basis. One impact of these 
policies was to drain off many potential sharers, that is, individuals and families 
whose low incomes would have prevented them from maintaining their own 
dwellings. 

Why Did the Demand for Housing Change? 

The preceding discussion of the causes of aggregate household formation is 
equivalent to analyzing the aggregate demand for usual residences since each 
household corresponds to an occupied private dwelling. It is also necessary to 
consider changes in demand for "housing services" (that is, in terms ofthe qual
ity or quantity of housing consumed) by a typical household. Possible causes 
include changes in consumer preferences, incomes, or the price of housing. 

CHANGES IN CONSUMER PREFERENCES 

In light of the post-war changes in household formation already described, it is 
not surprising that the type, quality, and size of dwelling demanded also 
changed. After all, even ignoring the obvious impact of differences in income, 
the housing needs of elderly widows differ - in floor area, layout and use of 
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rooms, location, and access to education, health care, and other public services
from those of families with children. Different yet again are the needs of young 
singles and two-earner couples. 

Why do different kinds of households have differing demands for housing? 
One set of reasons has to do with the size of the household. Although some 
rooms and facilities can be shared, larger households in general need more 
space. Related are reasons that have to do with the composition of the house
hold. Households with children, for example, often need safe play areas and 
good access to schools. The presence of children may also make security of ten
ure more important to the household. As another example, two-earner house
holds often need well-situated housing to balance career, home, and family 
responsibilities. Changes in overall housing consumption since 1945 thus reflect 
in part the changes in living arrangements already described 

EFFECT OF RISING PROSPERITY AND INCOME DICHOTOMIZATION 

In addition, housing consumption changed in response to rising incomes. Fig
ure 2.1 suggests that the incomes of many categories of households increased 
apace from 1951 to 1981 before slowing down in the 1980s. Some did better than 
others. Because of the rising incidence of paid work among wives, husband-wife 
families did especially well on average. So too did the elderly living alone, many 
of whom benefitted from improvements to OAS and GIS, and the introduction 
of CPP/QPP. Overall, the trend among many household groups was to higher 
real incomes over time, at least until the 1980s. 

In a sense, if one measures housing consumption using expenditure data, it is 
not surprising that total consumption kept pace with income. Throughout the 
post-war period, households of a given type tended to spend about the same 
proportion of income on housing. In other words, as aggregate income grew, so 
too did expenditure on housing. 11 

At the same time, Figure 2.1 obscures an important post-war dichotomiza
tion of households on the basis of income. The post-war explosion of non-tradi
tional households (for example, persons living alone and lone-parent families) 
meant a rapid growth of households with low incomes compared to the more 
prosperous husband-wife family households. This trend is evidenced in the 
growing divergence between average per capita and per household income 
exhibited in Figure 1.2. 

CHANGES IN THE PRICE OF HOUSING 

It is relatively easy to observe how much people spend on their housing. It is 
something else to estimate how the price for a unit of housing services has 
changed since 1945 and to what extent consumption has changed as a conse
quence. For the most part, we must rely on the housing price indexes that form 
part of the CPI. 

Available CPI indexes suggest that the price of housing just kept pace with 
other consumer prices (or even fell slightly in relative terms) and lagged 
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considerably behind the growth of income. Improvements in construction tech
nology and plentiful factor supplies kept down the purchase price of new resi
dential housing, although these were counterbalanced by sharply rising unit 
labour costs until at least the mid 1970S (see Table 5.3). Important also were 
changes in income tax provisions that reduced the after-tax cost of producing or 
consuming housing. 12 In addition, one should note government programs that 
subsidized the cost of constructing or renovating housing. Provincial govern
ments also played an important role by easing the growth of property taxes, 
choosing instead to fund local governments from provincial income, sales, cor
porate, and other tax revenue. 

Moreover, these changes in housing prices occurred against a backdrop of 
increasing urbanization. Most Canadians flocking to the major metropolitan 
areas were confronted with sharply higher land prices. Part of the increased 
post-war expenditure on housing is attributable to this. As well, households 
attempted to compensate for higher land prices by consuming less-extensive 
forms of housing, for example, apartments, duplex, semi-detached, and row 
housing, and smaller lots for detached housing. 

Current and Emerging Issues 

Canadian society has undergone a restructuring of living arrangements and 
housing demand. Much of the increased propensity to form separate house
holds has been among individuals and families whose ranks include many with 
low incomes - for example, young singles and newlyweds, elderly widows and 
couples, the divorced, and lone parents. This trend has several important policy 
implications. 

AFFORDABILITY 

One implication is in terms of the impact on housing affordability. A commonly 
used goal in housing policy is the provision of adequate, affordable housing for 
everyone. In defining "affordable" housing, some policy analysts have used a 
threshold shelter-cost-to-income ratio of 25% or 30%. A household is said to 
have an "affordability problem" if it would have to spend in excess of the thresh
old to get adequate housing. Under this definition, many low-income consu
mers, especially persons living alone, have an affordability problem. However, to 
a certain extent, people choose their living arrangements. If consumers choose 
to pay more than 30% of their income to live alone, instead oflodging with oth
ers at a rent below the threshold, what is the nature of its "affordability 
problem"? 

Some researchers have suggested using higher threshold percentages for 
small households: 40% of income for persons living alone, for instance. How
ever, this is a makeshift solution. What we want to know is the extent to which 
consumers are unable to find adequate housing at a shelter cost at or below the 
threshold. Thus, we need to know about the alternatives available, whether these 
are "adequate" housing for the household concerned, and the associated shelter 
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costs. Unfortunately, we lack information on the alternative living arrange
ments (lodging versus maintaining a dwelling) open to individuals or families. 
We do not know the extent to which consumers must lodge in inadequate hous
ing because of the absence of something more suitable. We do not know whether 
people who spend in excess of the threshold prefer to do so rather than occupy 
an alternative that others (but perhaps not they) perceive to be adequate and 
affordable. With the income dichotomization being brought about by ever 
greater numbers of individuals and low-income families living alone, such data 
are urgently needed to reassess the nature and extent of the housing affordability 
problem. 

CYCLICAL SENSITIVITY 

Through much of Canada's modern history, husband-wife families have shown 
a pronounced tendency to maintain their own dwellings. Except among 
newlyweds and the elderly where low income is a constraint, almost all such 
families live in separate accommodation. Couples may adjust the size of their 
dwelling, or their tenure, in response to economic fluctuations; however, they 
are remarkably persistent about maintaining a dwelling. If anything, this ten
dency has been reinforced by the post-war entry of married women into the 
paid workforce. Effectively, this pushed most families over the income level nec
essary to sustain this living arrangement. As well, because of the presence of chil
dren, families are less likely to lodge with others. Children can create certain 
externality costs (for example, noise and damage to property) that a host might 
prefer to discriminate against. In addition, parents may prefer to maintain a 
dwelling to control better the kinds of people with whom their children reside. 

On the other hand, the living arrangements of non-family individuals are less 
stable. Their incomes are typically low. Only a modest proportion can afford to 
live alone. However, if and as incomes rise in the future, living alone will become 
affordable to a larger group. Their demand for living alone is thus income elas
tic. Not having children, they find fewer drawbacks to lodging. Because of this, 
they are more are more willing to switch between lodging and living alone 
depending on the relative cost and availability of these alternatives. 

There is indirect evidence of this price and income sensitivity. During the 
1970S households were being formed in Canada at a net rate of about 200,000 

annually. During the recession OfI982-3, net household formation (as indicated 
by net new dwelling completions) fell as low as about 120,000 units annually. 
However, the underlying demographic patterns apparently were continuing 
much as they had in the 1970S. I suspect that the difference was a lower rate of 
household formation among non-family individuals and low-income families. 

In the future, this cyclical sensitivity will become more important. As the 
baby boom generation passes the prime marrying ages, the growth in husband
wife families will attenuate. At the same time, little further increase can be 
expected in their propensity to maintain a dwelling; at present, they almost all 
do. However, if the marriage and baby busts persist and women continue to 
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outlive men, the number of non-family individuals will continue to rise quickly. 
Net household formation will come to depend increasingly on the propensity of 
this group to live alone. The larger price and income elasticities displayed by 
non-family individuals mean that future household formation and housing 
consumption will become increasingly dependent on economic conditions. 

IMPACTS OF SUBSIDIZATION 

A related argument concerns the impacts of housing policies that subsidize 
household formation. I am thinking here specifically of senior citizen and low
income public rental housing projects. 13 During the 1960s and 1970S, govern
ments invested heavily in such projects. While the public housing stock has 
never exceeded 5% of all dwellings in Canada, it is largely targeted at two specific 
groups: the elderly and low-income families. Since much of this construction 
may simply have displaced existing housing or replaced the construction of 
unsubsidized units, the net impact of these programs is unknown. However, 
given the large number of subsidized units built, and the inability of many of the 
new occupants to afford accommodation in the private sector, the impact was 
potentially large. 

Since 1945 in-home social services have proliferated. Programs like visiting 
nurses, "meals on wheels:' and emergency hailer systems make it possible for 
some individuals to Jive alone. Other programs, notably subsidized daycare, 
help do the same for lone parent families. To the extent that these services were 
subsidized, they encouraged household formation much as did the subsidized 
housing programs. 

Also important over the post-war period has been the expansion of income 
maintenance programs. The impacts of programs such as unemployment 
insurance and old age security on the decisions of hosts to take in lodgers have 
already been considered. These programs also bolstered the incomes of non
family individuals, making them better able to afford to live alone. 

Many of these programs and subsidies were first put into place in the 1960s 
and 1970s. The 1980s have seen a stabilization in the growth of some programs 
and the retrenchment or elimination of others. As these programs and subsidies 
are so pervasive, it is difficult to assess their impact on net on household forma
tion and housing demand. The propensity to live alone rose sharply at the same 
time as these programs were being introduced. It therefore is possible that, if sta
bilization, retrenchment, or elimination continue in the future, the growth in 
persons living alone might slow or even be reversed. 

HAS NON-FAMILY FORMATION PEAKEDf 

In part, post-war household formation was driven by an undoubling of non
family individuals and low-income families from shared accommodation, asso
ciated with the formation of one-person households. With the aging of the baby 
boomers, and assuming a continuation of low fertility, differential mortality, 
and the marriage bust, the demographic conditions are ripe for a continued 
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explosion in the formation of non-family households over the next few decades. 
Some demographic forecasts suggest that the number of households in Canada 
might reach 11.4 to 12.1 million by the year 2001 (see Miron 1983, Table 2). Will it 
happen? Will the pace be similar to what we have witnessed over the last few 
decades? 

In attempting to answer such questions, one should remember that what has 
happened so far was pushed and shaped by government policy. While it is not 
clear just how large a net effect anyone policy has had in the last decade, the cur
tailment of growth in some programs and the scaling back of others makes it 
unlikely that the rate of growth of household formation that prevailed in the 
1960s and early 1970S will return. If there is one lesson to be learned here, it is the 
danger of attempting to treat household formation as determined by demo
graphics, and housing demand by economics. Household formation has 
increasingly come to be sensitive to price and income. Any attempt to forecast 
household formation in ignorance of this is foolhardy at best. 

Notes 

I There is a paucity of data on secondary homes in Canada. A 1977 survey found that just 

under 9% of Canadian spending units with an above-median income owned a vacation 

home. Among units with a below-median income, the ownership rate was only about 

3%. See Statistics Canada 1977, Table 16. 

2 Calculated from Dominion Bureau of Statistics (1948, 5-10) and Statistics Canada (1984C, 

16-19. 

3 In 1931 the probability of death before one's first birthday was 8.7% for males compared 

with 1.5% in 1976. The probability that a one-year-old male dies before his 60th birthday 

fell from 28% to 19% over the same period. The improvements for women were even 

more dramatic. 

4 Thus, the decline in Census-reported typical family size in the baby bust reflects both 

decreased fertility and closer spacing of births. Among young families, average family 

size peaked about 1961. In the 35-44 age group, the peak occurred closer to 1971, reflecting 

the changed spacing and the cumulative effects of fertility on family size. Among still

older families, average size remained constant or declined, even during the baby boom. 

5 See Steele (1979), Smith (1984) and Harrison (1981). Miron (1988, 142) reports 1971 cross

sectional income elasticities of from 0.1 to 1.4 for the propensity for non-family individu

als to head a household and much lower elasticities for the propensity of non-family 

household heads to live alone. 

6 The 1981 Census reports that two-thirds of all non-family persons living in family house

holds were related to the household head. 

7 Of course, some of this housing was created surreptitiously and, as a result, may be more 

widespread than is reported in the Census. 

8 However, this is not to say that post-war families provided less housing assistance than 

previously. Although we lack information about this, post-war families used part of their 

growing affluence to subsidize separate accommodation for needy relatives. This is 
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especially true of young adult children and grandparents. In other words, rather than 

taking relatives into their own dwelling, families increasingly subsidized the accommo

dation of kin elsewhere. 

9 See CHS 1980 (53). This consists ofloans approved under NHA s. 43. 

10 See CHS 1980 (55). This consists ofloans approved under NHA s. 6, IS, 15.1, 34.18, 40, and 

43· 
11 Another way of saying the same thing is that the income elasticity of housing consump

tion was about 1.0. There is a considerable debate about the magnitude of the income 

elasticity. Using cross-sectional data from the 1971 Census, Steele (1979) estimates elasti

cities offrom 0.2 to 0.5 for different kinds of households. Miron (1988, Chapter 8) finds 

estimates of close to 0.3 using cross-sectional data for 1978. These tend to be lower than 

estimates found using longitudinal data. Reasons for such discrepancies are discussed in 

Miron (1988, Chapter 8). 

12 The principal changes occurred with revisions to the federal Income Tax Act in 1972 that 

taxed some capital gains (though not on owned homes) for the first time and reduced the 

ability of small investors to claim losses on rental housing for tax purposes. See Miron 

(1988, Chapter 9) for more details. 

13 Over the years federal housing policy has also provided subsidies, in the form of grants 

and forgiveable loans to home owners of modest income to make repairs and other 

improvements. These include the CHIP, CHRP, HIP, RNH, RRAP, the HIL Program, and 

Farm Improvement Loans. Arguably, these programs helped an unknown number of 

individuals and families to remain in separate households, who otherwise would have 

found it too costly. 



CHAPTER THREE 

Incomes, Prices, and Tenure Choice 

Marion Steele 

TO RENT or to own is a significant decision for Canadian households. While 
rural Canadians have always overwhelmingly chosen home ownership, before 
World War II urban Canadians were predominantly renters. Over the decade 
ending in 1951, however, many urban dwellers opted for home ownership and 
the costs and benefits it entails. A dramatic jump in the urban home ownership 
rate in that decade established home ownership as the urban norm and had a 
major impact on the overall rate for Canada. Inasmuch as single persons living 
alone and other non-traditional households tend to rent, the increase in their 
numbers since 1951 has reduced the overall home ownership rate. Otherwise, 
home ownership among traditional households has continued to rise since 
1951. 1 This chapter analyses the demand forces underlying this change and those 
underlying the tenure choice pattern of different types of households. 

Most housing analysts see tenure choice as a second-stage housing decision 
that follows the first-stage decision to form a separate household. In this view, 
the decision to form a new household is characterized as the rental of a separate 
dwelling, and the state of the rental housing market is more critical. Home own
ership, if and when it occurs, is usually a separate and subsequent housing com
mitment, affected by investment considerations and having long-term implica
tions. For this reason, it is attractive to analyze the tenure choice decision -
whether to be a home owner or renter - as one in which home ownership is the 
active decision and renting is the default decision. 

The Rationale for Home Ownership 

Why might consumers prefer home ownership to renting? Owning gives the 
household more control over its housing than does renting. Tenants depend on 
a landlord to maintain the building and provide various services, and moving
the tenant's ultimate sanction against an unsatisfactory landlord - involves psy
chic and monetary costs. In contrast, home owners can adjust the level of main
tenance to their preferences and can choose whether to buy maintenance ser
vices or use their own labour. The do-it-yourself option makes housing expense 
more flexible for a freehold home owner than for a renter. Elderly home owners 
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have the option, for example, of doing little maintenance and hence running 
down housing capital during their retirement; in this sense, housing deprecia
tion acts as an annuity or a pension supplement. 2 

A second advantage of home ownership is its role in the accumulation of 
wealth and as an asset in the household's portfolio. Home purchase for the typi
cal household is an investment that is easily managed, highly leveraged, and 
usually has predictable cash flow requirements, 3 a combination unmatched by 
other real investment options. As well, the standard level payment mortgage 
constitutes a forced saving scheme. Wealth held in the form of an owner-occu
pied home is also favourably treated by the tax system. Capital gains on a princi
pal residence are not taxed; 4 neither are the implicit returns to home equity. 
Unlike the situation in the United States and Britain, mortgage interest is not tax 
deductible in Canada; nor are property taxes, unlike in the US. The tax advan
tages of home ownership are offset by the fact that rents tend to rise less than 
proportionally with inflation because landlords can fully deduct expenses 
(including the inflationary component of mortgage interest) and yet are taxed 
only at one-half income tax rates (three-quarters under post 1986 tax reform) on 
realized capital gains. 5 With this asymmetric treatment of capital gains and 
interest costs, investors are willing to invest in rental units even when rents are 
insufficient to provide a positive annual yield. Thus, rents will tend to be lower 
than they would be without this tax treatment. 6 The generous capital cost 
allowance provisions of the tax system (reduced under post 1986 tax reform), 
various subsidy schemes, and rent regulation, all tend to lower rents further. 7 

People wish to be home owners, also, for reasons having to do with incom
plete markets. 8 Some kinds of housing may simply be unavailable for rent in 
some locales; other kinds may be available on a continuing basis only through 
home ownership. 9 The availability problem is acute for households with chil
dren because landlords perceive that such households are costly to serve and 
tend to discriminate against them. 10 Another advantage of home ownership is 
the obverse of this point. If landlords make accommodation available without 
discrimination - charging every tenant the same rent - and if some tenants are 
more costly to serve, then low-cost tenants overpay (see Henderson and Ioan
nides 1983). A household that does not cause damage will reap the rewards of its 
behaviour as a home owner, not as a tenant. Related to this is an environmental 
control point: if multiple-unit buildings have tenant mixes that are perceived to 
be undesirable, then home ownership may be a solution. For instance, an elderly 
couple not wishing to have a young family or partying singles living above them 
may avoid this by being a home owner either in a single-family house or in a 
condominium targeted at empty nesters. 

Home ownership does have disadvantages relative to tenancy. For example, 
home owners have higher transactions costs than do tenants. The purchase and 
sale of a home involve out-of-pocket costs (real estate brokerage fees, land 
transfer tax, legal fees, moving fees) that are in the 10% range for households 
using a real estate broker. A risk in home ownership is that the owner may have 
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to sell at a loss. Resale prices slumped nationwide, for example, at the beginning 
of the 1960s, and again more markedly during the recession of the early 1980s, 
and there have been marked regional and local variations in selling prices over 
the years. As a result, home ownership may not be cost-effective for a household 
that is likely to have to move again soon. Similarly, a household that is likely to 
become unemployed, and hence be unable to pay ownership costs, risks greater 
losses from home ownership than from renting. 

Another disadvantage of home ownership is the burden of housing manage
ment and maintenance tasks. This is especially important for the single person 
household. Condominiums, however, greatly reduce this burden. Furthermore, 
condominium apartment buildings can provide protection and physical secu
rity arrangements that are uncommon in rental buildings. 

PUBLIC POLICY GOALS AND HOME OWNERSHIP 

The most frequently articulated goal (for example, Rose 1980, 7; CMHC 1983a, 
34-5) of housing policy is the provision of physically adequate, uncrowded, 
affordable accommodation. Home ownership does not directly promote the 
first two aspects of this goal. The effect of home ownership on affordability is 
complex. In an inflationary environment, the cash flow cost of home ownership 
for a new purchaser is often greater than the rent previously paid. This point is 
emphasized by the fact that while the CMHC criterion of a housing affordability 
problem is a rent-to-income ratio Of300/0 or more (CMHC 1983a, 38), applicants 
may qualify for a NHA mortgage with a ratio of mortgage payment, property 
taxes, and heat expense, to income, of 32%. Indeed, when the expense of other 
utilities, maintenance, and insurance are added, the housing expense-to
income ratio may well exceed even this. With inflation, the nominal mortgage 
payment remains constant while nominal income typically rises. Ultimately, 
when the mortgage is paid off, the expense ratio will fall abruptly. Thus, the 
encouragement of home ownership among younger consumers can be viewed 
as a policy to ensure affordability for the middle-aged and elderly, or more 
broadly, as part of an income security system. The success of home ownership in 
this respect is illustrated by the experience of the Quebec housing allowance 
program. This program directly tackles the affordability problem of the low
income elderly (Steele 1985a), but few home owners have a sufficient affordabil
ity problem to be eligible; they account for a minuscule proportion of all recipi
ents and receive only a small subsidy on average. 

Home ownership directly and unambiguously provides security of tenure. So 
long as home owners pay their bills they need not fear having to move except in 
the highly unlikely event of expropriation. In contrast, a tenant may be legally 
evicted under provisions that vary from one province to the next. While the legal 
rights of the landlord to evict were increasingly circumscribed in the 1970S and 
1980s, the economic forces that encourage landlords to seek eviction have also 
increased. 11 Public concern about the security of tenure of renters increased in 
the late 1970S and early 1980s because oflow vacancy rates. Home owners who 
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move know that so long as they are willing to pay the asking price, they will have 
little difficulty purchasing a home. A tenant forced to move when there are few 
vacant dwellings will not easily find alternative similar accommodation. Some 
renters may have difficulty finding accommodation because landlords regard 
them as costly. This problem tends to be acute in tight markets where landlords 
can afford to be more selective. 

Home ownership may be seen as an end in itself, rather than as a means to 
other ends. Some regard widespread home ownership as the foundation for a 
stable democracy because of the belief that the ownership and care of property 
increases the responsibility and independence of the citizenry and increases the 
stake of citizens in their community. A second view is that home ownership 
merely represents an investment decision with no implications beyond eco
nomic ones. A third view - the Marxist view - is that home ownership under
mines social progress because 

Pressures for better state pensions ... may ... be weakened by the existence of 

owner-occupation to the benefit of capital.. .. The nature of housing [provision) 
has widespread repercussions on personal life, acting as a severe restriction on 
attempts to break down the dominance of patriarchal nuclear family structures 

(Ball 1983, 365, 391). 

Home ownership may make the achievement of some social goals more diffi
cult. It may reduce national income by making the labour force less mobile 
because of the high transactions costs for home owners. However, there are also 
impediments to mobility for tenants both in the social housing system and in 
private markets where rent regulation depresses rents; such tenants will be 
uncertain of the availability of accommodation on the same terms at a new loca
tion. Membership in a non-equity housing cooperative can also be an impedi
ment to mobility. 

Home ownership may also make the achievement of income mix more diffi
cult. This will be a particular problem if the home ownership rate increases, 
leaving few middle-income households in the private rental sector, and if the 
social housing sector increases without an explicit income mix component. 

HOME OWNERSHIP ASPECTS OF CANADIAN POST-WAR HOUSING POLICY 

One interpretation of CMHC activity for the first decade following World War 
II is that its main preoccupation was the encouragement of home ownership 
among middle-income families. A wiser view is that, confronted by thousands 
of returning servicemen and others needing housing in the early post-war 
period, and with an underlying assumption that home ownership was more 
desirable than tenancy, CMHC saw its main task as to ensure that mortgages 
were available and houses were built. It seemed natural that these new houses 
should be for home owners and thus home owner policies were the principal 
focus ofCMHC's attention. 12 
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In the 1940S and 1950S, CMHC transformed the residential mortgage market, 
helping to assist middle-income households anywhere in the country to obtain 
financing. CMHC did little, however, to help low-income families become 
home owners. 13 Indeed, it is often pointed out that CMHC policy militated 
against ownership for people of low income through the level-payment struc
ture of an NHA mortgage, high construction standards (at the time) that put a 
floor on house price, unfavourable policies for lending on owner-occupied 
duplexes and triplexes, exclusion from "qualifying income" of the income of 
anyone other than the household head, and lending exclusively on new build
ings, ignoring the cheapest acceptable houses - old ones (see for example, 
Dennis and Fish 1972; Rose 1980). In addition, large extended families as well as 
other household groups outside the traditional norm found it difficult to obtain 
NHA financing. 

The exclusion of existing houses from NHA financing was in part attribut
able to the use of house construction for job creation. Reducing unemployment 
is a worthy objective in itself, and increasing construction is a particularly effec
tive way to do it. Thus, a defence against the criticism that government policy 
did little directly to help the housing situation oflow-income households is that 
housing policy was being used to achieve another important target - reducing 
unemployment. 

Another defence was the "trickle down" or filtering theory which claimed 
that building new houses helped low-income families indirectly if not directly 
because, when middle-income families bought new houses, the older houses 
they vacated became available to poorer families. Increasing the overall supply 
of houses put downward pressure on house prices, helping to deliver older, 
lower quality houses to low-income families. In some circumstances, this con
tention proved to be correct. In recent decades, however, old houses in central 
locations became attractive to upper-income households. Gentrification stood 
the filtering process on its head as houses filtered up rather than down. The fil
tering down of high-rise rental apartments continues, but this kind of housing is 
often unsuitable for families with children and does not provide home owner
ship. 14 

While federal government policy in the 1940S and 1950S largely relied on fil
tering to help low-income households into home ownership, some provincial 
policies offered more direct help. For example, starting in 1948, Quebec's Family 
Housing Act provided a 3% interest subsidy to families. High-income families 
were ineligible (in contrast to NHA rules), as were expensive houses. Under a 
Nova Scotia program, low-income families were sold houses with unfinished 
interiors (shell houses). No downpayment was required; "sweat" equity, in the 
form of the labour required of the family to finish the house, replaced money 
equity. 15 

During this period, there is evidence that CMHC, unlike some provinces, 
regarded home ownership as unsuitable for low-income households despite the 
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large percentage who had achieved this status without subsidy.16 In 1949 
CMHC resisted a proposal by Ontario for no-downpayment loans to low
income households. 17 In 1962, in reaction to a proposal for low interest, long 
amortization, loans to low-income families, CMHC made clear that it believed 
its assistance to low-income families should be confined to rental housing. 18 

Opposition to direct efforts to make home ownership accessible to low
income families gradually evaporated during the 1960s. Downpayment and 
qualification requirements were relaxed. By 1965,18% ofNHA borrowers fell in 
the bottom-third family income group, up from 6% in 1954 (CHS1966, Table 70; 
1968, Table 60). NHA coverage was extended in the late 1960s to include condo
miniums and existing houses, thus further opening home ownership to low
income families. Furthermore, in 1968 a decision was taken to target CMHC 
lending to low-income families (CHS 1968, x). At first, lending was directed at 
rental housing, but slowly CMHC moved towards the revolutionary step of a 
large-scale subsidy program for home ownership. The first step, in 1970, was the 
$200 million "innovative low-cost housing programme" (CHS 1970, x) that was 
aimed at low-income households and funded approximately 10,000 ownership 
units (see CHS 1970, x and Table 51; Dennis and Fish 1972}.19 This program did 
not, however, provide loans at below the CMHC direct lending rate. Its fol
low-up in 1971, the $100 million "assisted home ownership program" (CHS 1971, 
xii), did do this and also extended the amortization period. 20 

The giant step was the introduction of AHOP in 1973. The CMHC programs 
for home owners in the 1950S and 1960s - mortgage insurance and direct lending 
programs - were subsidy programs only in a limited sense and the $100 million 
program in 1971 represented only a small change. AHOP was a brave and path
breaking departure; it married large initial monthly subsidies to a mortgage 
design that differed radically from the standard, and it made new home owner
ship accessible to more families. Under AHOP, initial monthly payments on a 
new dwelling unit were cut by the use of a mortgage payment design under 
which payments gradually increased over time. 21 Underlying this design were 
the assumptions that the rate of inflation would not fall, that the inflation pre
mium on interest rates would not change upon rollover, that incomes would rise 
with inflation (hence, the payment-to-income ratio under AHOP would remain 
affordable), and that house prices would rise (hence home owner's equity would 
not fall). 

These assumptions were not realized. This bad luck along with imperfect 
design resulted in more defaults than had been foreseen. Of the 161,000 units 
funded by assisted home ownership programs over the period 1970-8, some 
18,000 had defaulted by 1985, an 11% rate. 22 This is a high rate by the standards 
of the first two post-war decades, but it must be put in context. First, the defaults 
were largely an Ontario problem; 60% of all defaults occurred there, and the 
Ontario rate, at 20%, was about twice the next highest regional rate. Quebec and 
the Prairies, in contrast, had a rate of only 4%. Second, during this period the 
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Table J.1 
Home ownership rate by selected categories: 

Canada, 1941-1986 
(home owners as % of all households in category) 

All households Heads aged 35-44 
All Urban Rural Urban All areas 

areas areas areas areast Total Male only 

1941 57 41 76 23 
1951 66 56 82 65 
1961 66 59 83 63 68 
1966 63 57 83 67 
1971 60 54 82 67 
1976 62 56 84 71 
1981 62 56 84 72 
1986=1= 62 57 82 70 

SOURCES 1941 Census of Canada, IX, Table 51; 1951, X, Table 91; 1961, II.2, Table 84; 
1966, II, Table 3; 1971, II -3, Table 9; 1976, 3, Tables 5, 13; 1981, I, Table 4; 1986 
Populations and Households Part J, Tables 5,11. 
t In 1941 and 1951, only cities of 30,000 or more are included. 
:j: In 1986, dwellings on reserves are excluded. If these are included and all are 
assumed to be owner occupied, the rates for 1986 are 62, 57, 83, 70, and 76 
respectively. 

Table 3.2 
Home ownership rates by age group: 
Selected areas of Canada, 1931-1986 

(home owners as % of all households in category) 

70 
70 
71 
76 
77 
76 

1931 

urban 
1941 All areas, male heads 

cities of 30,000+ 1961 1981 1986 

Under 25 7 7 25 24 22 
25-34 19 13 51 59 56 
35-44 38 23 70 78 76 
45-54 51 37 76 81 81 
55 or older 61 50 79 77 78 

SOURCE Census of Can ada, 1931, Monograph No.8, 98; 1941, IX, Table 50; 1961, 11.2, Table 
84; 1981, 1, National Series (92-933), Table 9; 1986, Populations and Households Part J, 
Table 11. 
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default rate for regular NHA loans was also high, 23 presumably because of the 
greater house price volatility after 1970 compared to earlier post-war years. 

AHOP was a popular, large-scale program that changed the nature ofNHA 
borrowers. By 1975, 31% ofNHA borrowers were from the bottom-third income 
group (CHS 1976, Table 103). Close to one-half of AHOP borrowers in 1973-5 fell 
into in this category - the proportion being even higher in the West ( CHS 1975, 
Tables 97 and 99). A somewhat lower, although still high, proportion of AHOP 
borrowers in the next three years were also low-income families. 

In 1978, as delinquencies grew, AHOP was terminated. CMHC programs for 
home owners of all incomes were henceforth confined to mortgage insurance 
and energy-saving programs, the Canadian Home Insulation Program 
(1977-86) and the Canadian Oil Substitution Program (1980-5). The only pro
grams aimed explicitly at low-income families are the narrowly-targeted Resi
dential Rehabilitation Assistance Program (RRAP) and the Rural and Native 
Housing Program. 

Patterns o/Home Ownership in Canada 

The advantages of home ownership suggest that home ownership will be the 
tenure of choice for many consumers. 24 However, home ownership becomes 
accessible only when income is adequate. As well, the tax advantages increase 
with income. Because average real income has risen over time, one would expect 
home ownership rates also to have risen. As Table 3.1 shows, this indeed hap
pened between 1941 when the rate was 57% and 1951 when the rate was 66%. 
Despite an increase in real income in most years since then, by 1966 the rate had 
fallen to 63% and has fluctuated around that level ever since. But increased 
urbanization and changing household composition play havoc with the mean
ing of these overall changes. Evidence indicates that, after controlling for the 
changing characteristics of households, the likelihood of home ownership was 
higher in 1986 than in 1961. 

As illustrated in Table 3-1, the first part of that evidence is that home owner
ship is less common in urban compared to rural areas. In rural areas, almost all 
households, rich or poor, are home owners; from 1951 to 1986 the home owner
ship rate in rural Canada hovered around 82% to 84%, up from 76% in 1941. 

Thus, the increasingly urban nature of Canada by itself would push home own
ership rates down nationally. 

The changing composition of households is the second factor undermining 
the comparability of home ownership rates over time. Since 1945 the amount of 
household splitting has increased as has the number of non-traditional house
holds: the separated and divorced, single-parent families, young singles living 
alone or with other singles, and widows and widowers living on their own. Non
traditional households are small, often childless, and typically less affluent. They 
are less likely to occupy single-detached or owner-occupied housing. As their 
numbers have increased over time, these households have depressed home own
ership rates measured over all Canadian households. 
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To provide an indication of what the home ownership rate over time would 
have looked like if the nature of households had not changed, Table 3.1 gives the 
home ownership rate for households with a male head aged 35-44. This is a 
proxy for the traditional household of a wife, husband, and children. In 1971 the 
rate for this type of household was 70%. The rate did not fall in the 1960s, and 
indeed, it surged from 1971 to 1976. The latter rise was associated with a conflu
ence of factors favourable to home ownership: rising real income, modest real 
interest rates, and encouraging CMHC policies. It is noteworthy that, despite 
the less favourable economic environment after that time, the home ownership 
rate did not fall. 

FEMALE-HEADED HOUSEHOLDS AND CONDOMINIUMS 

Most non-traditional households are female-headed; the latter more than 
doubled from 1971 to 1986 to reach 28% of all households. Lower home owner
ship rates among these households depressed the overall rate of home owner
ship in 1986. But modest as the female-headed home ownership rate was in 1986, 
it nonetheless had grown since 1971. This suggests that the depressing impact of 
these households on the overall rate will fade over time. Specifically, in 1971, 4% 
of households headed by females under 25 years of age were home owners, com
pared to 9% in 1986; the rate also more than doubled, to 28%, for those aged 
25-34 years. 25 This is of course only one of many changes in the economic status 
of women over these years. 

One factor contributing to increased female home ownership was reduced 
discrimination by lending institutions. Another factor was the increased avail
ability of condominiums that had first appeared in Canada in the late 1960s. Ear
lier, a household wanting home ownership had to accept the attendant property 
and tenant management tasks. The condominium frees many home owners 
from these tasks. In 1986 the rate of condominium home ownership for women 
was more than twice that for men. Nonetheless, even in the age group where 
condominiums had the greatest penetration (under 25 years old), only 12% of 
female home owners were condominium owners in 1986. 26 While the rise in 
condominiums was important in encouraging home ownership among female
led households, it was not the only consideration. 

THE RISE IN THE HOME OWNERSHIP RATIO WITH AGE 

There is a pronounced association between home ownership rates and age. As 
can be seen from Table 3.2, only 22% of households with male heads under 25 
years of age were home owners in 1986 compared to 81% among heads aged 
55-64 years. Two underlying causes of this association are the rise with age in 
income and net worth (that make home ownership affordable and wealth port
folio considerations important) and the rise with age through the childbearing 
years in the likelihood that there will be children in the household (which makes 
single-detached housing attractive) (see Steele 1979, Table 6.4).27 Even control
ling for income, wealth, and the number of children, however, age is an 
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important determinant of the home ownership ratio (Steele 1979, Table 6,4). 
The reasons for this are primarily the pension motive - the desire to provide for 
the housing needs of old age - and, secondarily, the reduced mobility associated 
with age. 

The increasing ownership ratio in the last five decades was generated largely 
by earlier entry into home ownership. In 1931 only 19% of urban households 
with heads aged 25-34 years were home owners, as compared with 56% of male 
heads in this age group in 1986 (Table 3.2). The rise in real incomes and the avail
ability of low-downpayment mortgages were important in reducing the age at 
which households first become home owners. 

One curiosity in these data is the fall in the home ownership rate among the 
elderly during the last two decades, contrary to the trend for other age groups. 
Among male heads, only 74% were home owners in 1986, down from 81% in 
1961. Most of this drop occurred in the early 1960s, before subsidized senior citi
zen housing was available. It seems likely that it largely is associated with the 
phenomenon of greatly increased household splitting. When adult children 
leave home to live on their own, there are fewer people to share expenses and 
maintenance duties, and of course, the need for space declines. 

Prices, Rents, Interest Rates: Inflation and the Tax System 

Relative prices affect tenure decisions, just as they affect other consumption and 
investment decisions. New house prices and rents, in real terms (that is, deflated 
by the consumer expenditure deflator, to remove the effects of inflation) moved 
in different ways over the post-war period. From 1945 to 1984 real house prices 
(Table 3.3) increased by 34%. Real rents, as measured by Statistics Canada's rent 
index (Table 3.3), on the other hand, fell by 46%. 

Why the secular rise in real house prices? In part, productivity increases in 
the construction of single-detached houses may have been less than in the man
ufacture of other goods; although there have been remarkable advances in 
building materials and technology, and the amount of prefabricated compo
nents have increased steadily, it is still not economic to build dwellings in fac
tories where assembly-line methods could be utilized. In addition, house lots 
have become more expensive in part because of a tightening of zoning and sub
division regulation; for example, in the 1940S and 1950S, septic tank subdivisions 
were more widely accepted than at present. 28 

While few find it surprising that real house prices have risen, most find it 
surprising that real rents have fallen. The explanation is as follows. 29 The return 
to rental residential property consists of three components: the net rental yield 
(that is, gross rents minus gross current expenses, including mortgage interest) 
on a before-tax basis), the capital gain, and what may be termed the tax loss plus 
subsidy yield. Developers will engage in rental residential property development 
if the return is greater than the return to other assets of the same risk class. Thus, 
the size of the sum of the three codtponents of return is critical, not the size of 
any single component. The higher the capital gain and/or the higher the tax loss 
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Table 3.3 
Housing prices: Canada, 1951-1984 

Real Real % change MLSreal Five-year Financing 

rent new house new house average conventional cost 
index price index price index price index mortgage rate indicator 

1951 147 69 -0.1 n/a 5·5 378 

1952 152 70 1·7 n/a 5.8 406 

1953 158 70 0·7 n/a 6.0 423 
1954 162 74 4·7 n/a 6.0 443 
1955 166 76 2.8 n/a 5·9 447 

1956 166 78 3.6 55 6.2 487 
1957 164 79 0·5 57 6.9 544 
1958 163 79 0.1 60 6.8 536 
1959 163 79 0.6 61 7.0 556 

1960 162 77 -2·7 60 7.2 557 

1961 162 77 -0·3 60 7.0 539 
1962 160 76 -1.1 60 7.0 533 
1963 158 77 0·5 59 7.0 536 

1964 156 78 2.1 61 7·0 547 
1965 155 80 2·5 63 7·0 561 

1966 152 84 4·4 67 7·7 644 

1967 152 84 0.6 71 8.1 681 
1968 152 85 1.0 76 9·1 773 
1969 152 88 3·1 80 9.8 858 

1970 152 89 1·4 79 10·4 922 

1971 151 90 1.1 80 9·4 843 
1972 147 95 5·6 82 9·2 871 
1973 138 107 13·3 89 9.6 1,030 

1974 108 125 16.1 102 11.2 1,396 

1975 122 119 -4·3 100 11·4 1,359 

1976 121 119 -0.2 104 11.8 1,403 

1977 119 113 -4.8 101 10·4 1,178 

1978 116 107 -5·5 101 10.6 1,135 

1979 111 101 -5.6 101 12.0 1,213 
1980 105 99 -2·5 97 14·3 1,419 

1981 100 100 1·4 100 18.1 1,810 

1982 98 91 -8.7 86 17·9 1,634 

1983 100 86 -5.9 86 13·3 1,142 

1984 99 85 -1.2 86 12·5 1,061 

SOURCES Column 1: Rent component of Consumer Price Index divided by Consumer 
Expenditure Deflator. 1981=100. Column 2: Nominal new house price: Annual average of 
quarterly new house price index constructed (largely on the basis of Statistics Canada's new 
housing price price indexes for certain cities and on the basis ofNHA cost per square foot data) 
in Steele (1987) linked at 1969 to the average cost per square foot ofNHA singles (HSC, series 
S326) linked at 1952 to the residential building construction input index (HSC, series KI36). Real 
new house price index: nominal house price index divided by Consumer Expenditure Deflator. 
1981=100. Column 4: Nominal average MLS price index: annual average of quarterly MLS index 
constructed S319. Real average MLS price index: nominal average MLS price index divided by the 
Consumer Expenditure Deflator. 1981=100. Column 5: CANSIM B14024. Column 6: Column 5 
times Column 2. 
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plus subsidy yield, the lower is the rental yield required for development to take 
place. 

The tax loss plus subsidy yield tends to increase with inflation as follows. An 
increase in the rate of inflation tends to increase interest rates and nominal capi
tal gain by the same amount, but while interest cost increases are fully deductible 
against current income, the nominal capital gain associated with inflation is 
effectively taxed at only one-half (three-quarters under post-1986 tax reform) 
income tax rates; indeed, before 1972 capital gain was entirely untaxed. As a con
sequence a typical landlord with a large mortgage-to-value ratio, by the late 
1970S, could declare a loss on rental investment for tax purposes, thus reducing 
the taxes paid on other income (the tax loss benefit). When he sold the property, 
making a large capital gain, he was lightly taxed. With rapid inflation, this asym
metry in the tax system benefits principally investors with high marginal tax 
rates. 30 For many years, there was also the extra tax loss yield created by MURB 
provisions that allowed investors to deduct against other income rental losses 
created by capital cost allowances on new buildings. Added to this in the 1970S 
was ARP, a program delivering interest rate subsidies to new private buildings, 
and miscellaneous other federal and provincial subsidy programs. 31 . 

The pattern of the fall in real rents, as evidenced in Table 3. 3, supports this 
discussion. Immediately after World War II, inflation was widespread, and real 
house prices rose; but real rents fell at a rate of 3.0%. From 1951 to 1955 inflation 
was negligible, but real rents increased at 3.1% annually. From 1955 to 1964 infla
tion was modest (averaging 1.7%), but real rents now fell by 0.7% annually. With 
the heating up of inflation from 1964 to 1971, real rent fell slightly. Then, with the 
extraordinary inflation (averaging 9.2% annually) experienced from 1971 to 
1982, the rate of fall of real rents at 3.8% exceeded even that experienced in the 
early post-war period. 32 There was thus a strong inverse association between 
the rate of inflation and the rate of change of real rents, despite a host of other 
factors that presumably also affected rents. ARP and other programs, along with 
rent regulation, may have helped reduce real rents in the late 1970S, but they do 
not explain why real rents dropped so sharply in the early 1970S. 

The divergent movements of real house prices and real rents over the post
war period resulted in an enormous drop in the rent-to-house price ratio (Table 
3.3). At first glance, this relative price shift suggests that there should have been a 
massive move towards tenancy. This did not occur because the cost of home 
ownership depends on more than house price. 

House price is only one factor in the two more comprehensive measures of 
the cost of home ownership. One measure is cash flow cost, which indicates the 
affordability of home ownership under the assumption that it is financed out of 
current income. Its components are: the cost of utilities, property taxes, mainte
nance and insurance, and the mortgage payment (principal and interest). 33 The 
most important component of this total is typically the mortgage payment; this 
plus property taxes (PIT) is included in the mortgage service ratio that lenders 
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ordinarily use to determine whether an applicant is a good credit risk. As seen in 
Table 3.3, the real mortgage payment (as indicated by the "financing cost indica
tor") did not rise much until the big jump in mortgage interest rates in the late 
1960s, rose steadily in the mid 1970S when house prices rose, and then climbed to 
extraordinary levels in the early 1980s. Interest rates then fell sharply; by 1984 
they were back down to a level close to that in the early 1970s. In sum, the real 
cash flow cost of home ownership has moved in a more extreme way than has 
the real price of a house. It almost tripled between 1966 and 1981. Is it surprising 
that the home ownership rate for our proxy for traditional households rose over 
this period? 

Many economists would answer "Notwithstanding these facts, no." For the 
cash flow cost of home ownership does not take into account capital gains. 
These are taken into account by the second comprehensive measure of the cost 
of home ownership, the economic cost (also known as "user cost"). This is a 
measure of the true cost of home ownership, under the assumption that markets 
are perfect and there are no cash constraints, so that a dollar of accrued capital 
gain is worth the same to a home owner as a dollar's reduction in the required 
mortgage payment. In particular, assuming for simplicity that a purchaser 
makes no down payment and transactions costs are zero, the real user cost of 
home ownership is: 

PH(i + m +d-c) 

P 

where PHis the price of the house, P is the overall price index, i is the nominal 
mortgage rate, m is property taxes plus maintenance, utility, and insurance 
expense as a proportion of house price, d is the depreciation rate, and c is the 
expected rate of capital gain of the house. 

Minor differences between user cost and cash flow cost are the inclusion of 
depreciation and the exclusion of the principal portion of the mortgage pay
ment. The critical difference is the deduction for capital gain, which recognizes 
that the cost of being a home owner is reduced by the existence of capital gain. If 
house prices rise enough in a year, capital gain may be more than enough to off
set interest and other outgoings so that the cost of occupying the house in that 
year is actually negative. The distinction between user cost and cash flow cost is 
thus of critical importance when there is inflation, because inflation on average 
increases both nominal capital gains and nominal interest rates and only user 
cost takes into account both. 

For a home owner with positive (rather than zero) equity, user cost must take 
into account the opportunity cost of funds the home owIier has tied up in 
equity. This opportunity cost is the after-tax yield these funds would earn if 
invested in another asset; 34 in this case, the user cost expression is: 

P H[i(l-e) + i(l-t)e + m + d-c)] 

p 
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where e is the ratio of equity to house price, tis the marginal tax rate ofthe home 
owner, and it is assumed that the best return the home owner could get (if the 
funds tied up in equity were invested in an asset of the same risk class) equals the 
mortgage interest rate. 

Table 3.4 shows estimates in 1981 dollars of the annual cash flow cost and user 
cost of a standard new house for a home owner with an equity-to-value ratio of 
10%. A marginal tax rate of 27% is assumed. Expected capital gains are estimated 
assuming that households base their expectations on past and current experi
ence. 3S As can be seen, user cost is always well below cash flow cost. In 1984 it 
was $5,315 ($443 per month) while cash flow cost was $7,679 ($640 per month). 
User cost fell in 1972-3 despite a marked rise in cash flow cost; large expected cap
ital gains helped make home ownership attractive. But expected capital gains fell 
in later years, and when rising interest rates pushed cash flow costs to $893 per 
month in 1981- a 20% increase over 1980 - user costs went up even faster (35%). 

Noteworthy here is that user cost rose more in percentage terms over the 
1970-81 period than did cash flow cost. User cost fell in 1972-3, and this probably 
played a part in the rising home ownership rate among traditional households 
from 1971 to 1976. But the rise in user cost and cash flow cost have to be counted 
as depressing factors over the decade as a whole. Thus, strongly rising real 
incomes and encouraging federal home ownership policies, rather than changes 
in user cost (or its component, capital gain) were primarily responsible for the 
increase in the home ownership rate among traditional households over this 
period. 

Home Ownership and Net Worth 

It is plausible that the purchase of a home is usually more than a housing con
sumption decision; it may also be characterized as a saving and investment deci
sion. Because of the nature of the standard mortgage plan, home ownership 
results in a build-up of net worth, especially in a period of inflation. The differ
ence between home owners and others in net worth is dramatic. In 1977 the aver
age net worth of home owners in Canada was over $71,000 while that of others 
was less than $9,000 (Statistics Canada 1977). Tenure status is thus a good indi
cator of whether net worth is substantial. The difference persists even when 
income is held constant; for those of about average income ($15,000 to $20,000), 
average net worth is more than five times as great for the 68% who are home 
owners as for others. 

Regional contrasts are also great. Quebec, with its relatively lower home 
ownership rate, has the lowest average net worth in the country. Average income 
in Quebec is almost precisely the same as it is the Prairie provinces, but the mar
ket value of homes in Quebec is 28% less, the home ownership rate is 13 percent
age points less, and net worth is 57% less. The modest net worth of Quebec fami
lies -lower even than the net worth of Atlantic families despite the lower average 
income there - is likely associated with the Quebec preference for renting. At the 
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same time, the gap between the net worth of Quebec and non-Quebec families 
will likely close rapidly in the future as the gap in home ownership rates con
tinues to shrink. 

Inflation and the Standard Mortgage Design 

Inflation makes the standard mortgage design an important issue. Under infla
tion, this design has a "tilt" problem, that is, the burden of the mortgage pay
ment on borrowers is higher at the beginning of the term than it is later. This can 
be seen as follows. The monthly payment over the term of the mortgage is con
stant; it blends interest and principal repayment so that, if the maturity term of 
the mortgage is the same as the amortization term, the mortgage is completely 
paid off by the end ofthe term. Now suppose that the income of a borrower rises 
at the rate of inflation. Suppose also that the initial mortgage-payment-to
income ratio is 28%. If there is no inflation this ratio remains the same over the 
life of the mortgage. But if the rate of inflation is, say, 8%, then income rises so 
that at the end of the first year the ratio has fallen to 26% and by the end of the 
fifth year to 19%. This is, in part, the tilt. 

The effect of inflation on the borrower appears benign; indeed, under these 
initial assumptions, inflation confers a large benefit on the borrower as the 
mortgage ages, without imposing any cost. This would in fact be the case if infla
tion was not anticipated. However, if inflation is anticipated, lenders demand a 
higher interest rate to compensate for the decline in the real value of their princi
pal. The inflationary premium they demand tends to equal the expected rate of 
inflation. (The nominal interest rate minus the inflationary premium is the real 
rate of interest.) Assume now that the real rate is 4%. Then, when the rate of 
inflation is zero, the nominal interest rate is the same as the real rate (4%); when 
the rate of inflation is 8%, the nominal interest rate is 12%. For a $50,000 mort
gage the annual payment (assuming twenty-five-year amortization) is $6,375, or 
28% of an income of $22,767, when the rate of inflation is 8%, but only 14% of 
income when the rate of inflation is zero. 36 Thus, while inflation results in a fall
ing mortgage payment burden over the life of the mortgage, it also, if antici
pated, increases the initial burden - in our example, from 14% ofincome to 28%. 

An associated consequence of inflation is the faster build-up of equity. If 
house values increase at the rate of inflation, say 8%, then the increase in equity 
attributable to inflation - an amount equal to 8% of the value of property -
dwarfs the increase in equity attributable to repayment of mortgage principal (if 
the mortgage is early in its maturity term). 

A second problem associated with inflation is the increased variability in 
interest rates and house prices (compare the 1970S and 1980s with earlier decades 
in Table 3.4). This, together with the fact that in Canada, in contrast to the US, 
the 1970S saw the end oflong-term mortgages, meant that Canadian borrowers 
bore increased mortgage rate risk. A home purchaser was no longer secure in the 
knowledge that mortgage payments were fixed for twenty-five or more years; 
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Table 3.4 

New house user costs and cash flow: 
Canada, 1965-1984 ($) 

Year Real user costs Real cash flow costs 

1965 5,057 

1966 5,410 

1967 5,583 

1968 6,061 

1969 6,522 

1970 4,106 6,870 

1971 3,508 6,548 

1972 3,037 6,677 

1973 2,842 7.479 

1974 4,863 9,262 

1975 5,348 8,969 

1976 5,539 9,257 

1977 4,827 8,270 

1978 4,620 7,936 

1979 4,973 8,132 

1980 5,791 8,956 

1981 7,793 10,711 

1982 7,714 9,858 

1983 5,071 7,621 

1984 5,315 7,679 

SOURCE Steele (1987, Table 11, 17). - indicates data are not available. 

instead, payments could change upon renewal in five or fewer years. The magni
tude of the possible change is indicated by the fact that some purchasers borrow
ing at 11% in 1976 faced a rate of 18% or more at renewal in 1981. A purchaser 
faced an increased possibility that a home that was affordable when purchased 
might later become unaffordable. 

One implication of the tilt is reduced access to mortgage finance. The high 
initial mortgage payment under inflation means that some households cannot 
qualify for a mortgage, even though on average, over their working life, they can 
afford the payments. This reduction in accessibility especially hurts low-income 
households, an observation that motivated the design of AHOP and its succes
sor, the GPM. The reduction in accessibility because of the tilt, however, is 
greater than it seems. Initially, the increase in the tilt during the 1970S was 
accompanied by a relaxation oflending rules that helped offset the reduction in 
accessibility caused by the tilt. The maximum ratio of PIT to income was 
increased; the percentage of spouse's income included for the purposes of 
this ratio was increased; and downpayment requirements were reduced. This 



Incomes, Prices, and Tenure Choice 57 

relaxation allowed households to purchase even when their resources were 
tightly stretched. This probably makes sense only in the context of a tilt. A 32% 

ratio of PIT-plus-he at-to-income at the time of purchase would likely be a prob
lem if it were not quickly eroded away by inflation. 

Households can adopt strategies to produce a homemade flattening of the 
tilt. One strategy is to purchase a cheaper house than would otherwise be done, 
with the plan to move up from this so-called "starter;' once inflation has suffi
ciently reduced the payment-to-income ratio and increased the equity-to-value 
ratio. The ready availability of condominium apartments and townhouses in the 
1970S in many cities allowed purchasers to do just this. A second strategy is to 
buy a cheap unrenovated house with the plan to renovate it later. A third strategy 
is to rent out part of a house, initially, planning to occupy the whole house later. 

All these strategies to deal with the tilt result in less consumption - equiva
lently, more saving, during the early years of home ownership than if there were 
no tilt. More saving before entering home ownership, to accumulate a large 
downpayment, is another strategy for gaining access, and this strategy was sub
sidized from 1974 to 1985 by the RHOSP tax shelter. 

Some households with low net worth receive intergenerational transfers that 
enable them to make a large downpayment and reduce the burden of the tilt. 
Intergenerational transfers will be encouraged in times of inflation because of 
inflation's positive effects on the net worth of elderly home owners and the low 
after-tax real return to financial instruments. 

An implication of interest rate variability is the increased possibility that 
home owners may have to sell or default on their mortgages because an initially 
affordable home becomes unaffordable upon mortgage renewal. This is rela
tively unlikely: in the previous example of the home owner renewing in 1981 at 
18%, the monthly payment increased by about 40%. But the payment-to
income ratio was still less than in 1976, the date the mortgage was originally 
taken out, if the household's income increased by 53%, the average rate of 
increase over the period (Canada 1986, 82, 117). Thus, the tilt, even in this 
extreme example, rescued the home owner. Strong demand by households for 
short-term mortgages and weak demand for the Mortgage Rate Protection Plan 
suggests that households do not regard interest variability as an important risk 
problem, although high interest rates do negatively affect demand. 

The great variability in house prices also has important implications. It 
means that great capital gains are possible. The lure of these tax free gains is 
enhanced by the availability of modest downpayment loans. The resultant lever
age means that a purchaser with appropriate timing can earn a high return on 
equity. This fact receives attention in the popular press. What receives less atten
tion is the fact that, for home owners with a large mortgage, the net return is 
usually much less than the gross return, because of high interest and other costs 
of home ownership, in a time of inflation. Furthermore, just as price variability 
means great capital gains are possible, it also means large losses are possible. 
This possibility became a reality for many home owners in Western Canada in 
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the early 1980s. The losses suffered by home owners were reduced, however, by 
an asymmetry that does not exist in the case of business borrowers. Mortgage 
insurers sometimes accept a "quit claim" when a borrower is no longer able to 
make mortgage payments: the borrower's losses are limited to the down pay
ment plus the accumulated difference between periodic cash costs and gross 
imputed rent. The home owner "walks away" rather than bearing the difference 
between the mortgage principal and the market value of the house. 

Issues 

One issue raised by the preceding discussion is the appropriate policy response 
to the inflation and high variability of interest rates and house prices that was 
endemic in the 1970S and early 1980s. The mortgage design response is discussed 
in Chapter 6, but other responses should be considered as well. A consequence 
of great variability in house prices is large differences in households' net worth 
depending on when and where they happened to buy. Someone who bought a 
house in Vancouver in 1978, sold it on transferring to Toronto in 1980, and 
bought in that city in 1980 would be far better off in 1985 than someone who 
bought in 1981 in Vancouver and remained there. 

Another issue is the appropriate response to the enormous increase in the 
number of non-traditional households. These households are on average small 
and tend to be headed by women. Their home ownership rate is lower than that 
of traditional households. Should there be programs to specifically encourage 
them to become or continue to remain home owners? Should there be a pro
gram, for instance, directed specifically at single parent mothers just as there is a 
program targeted at Aboriginal peoples? 

Perhaps the best response would be non-categorical programs targeted at all 
low-income households. At present, there are no such policies, although low
income families make up a significant proportion of those benefitting from the 
extension in the late 1960s ofNHA financing to cover condominiums and exist
ing houses. In 1984, for instance, while borrowers with family income under 
$30,000 accounted for only 15% of all NHA borrowers for new single-detached 
houses, they accounted for 32% of borrowers for existing single-detached 
houses and 33% of borrowers for condominiums (CHS1984, Tables 86, 87, and 
88). 

There are several rationales for special encouragement to low-income fami
lies. First, home owners are less likely than renters to need income supplements 
in old age. Home ownership, because of its associated forced saving, increases 
net worth and reduces this need. A small amount of assistance to low-income 
families with middle-aged heads will pay dividends in the future, in terms of 
reduced income supplement payments. Second, the tax breaks for home owners 
are less for low-income families (because of their lower marginal tax rate) than 
they are for high-income families. Third, low-income families with children are 
apt to be perceived by landlords as costly tenants, so they will find it difficult to 
obtain accommodation: home ownership is a solution to this problem. 



Incomes, Prices, and Tenure Choice 59 

Subsidizing home ownership for low-income households along with a hous
ing allowance for private renters would mean that low-income households 
would no longer have to live in public housing, non-profit housing or non
equity cooperative housing to receive an explicit housing subsidy. Of course, for 
many non-traditional households - for example, many widows and single-par
ent households - home ownership of a non-traditional type may be the best 
choice. A condominium relieves the home owner of many of the management 
and maintenance tasks of a freehold home owner. Equity cooperatives - not just 
non-equity ones - allow the small household to share these tasks the way larger 
households in a single-detached house do. Co-operating by sharing a duplex 
with another household is a further example of the diversity of home ownership 
solutions for non-traditional households. Any home ownership subsidy policy 
should be sensitive to this diversity and should be comprehensive in the range of 
arrangements it supports. 

Notes 

1 A home owner is taken to include condominium owner-occupiers and owner-occupiers 

of equity cooperatives, but not occupiers of non-equity cooperatives. In the latter, which 

are funded by special programs under the NHA, occupiers are not owners. 

2 The distinction between owners and non-owners is less sharp than this simplified analy

sis suggests. There is a continuum: a condominium or equity cooperative home owner 

clearly has less control over his environment than does a freehold owner, but more con

trol than a renter. A non-equity cooperative member also has more control than a renter. 

Renters now have more control than they did in times past because of increased regula

tion oflandlord-tenant relations. 

3 Of course, in times of highly variable interest rates such as the late 1970S, the standard 

Canadian short-term rollover mortgage will have quite unpredictable cash flow require

ments. Predictability is greater the longer the term, but at times terms as long as five years 

have been virtually unavailable. It is now possible to limit unpredictability by purchasing 

mortgage rate insurance. This and other aspects of mortgage risk are discussed in 

Capozza and Gau (1983). 

4 Prior to 1972 capital gains on other assets were also tax-exempt; in 1985 these capital gains 

were partially sheltered with the phasing in of a capital gains exemption, now capped at 

$100,000 (and not available for real estate gains as of 1992). 

5 Suppose, for instance, an apartment unit priced at $50,000 is financed by loans and a 

mortgage equal to this amount, and the interest rate on the financing is 11%. Suppose that 

the actual and expected rate of inflation is 50/0. The full annual interest of $5,500 is 

deductible as an expense, including the $2,500 component attributable to inflation. Total 

expenses including interest will likely be greater than rents in these circumstances, so 

they will generate a net deduction for the investor. Now, at the end of five years, suppose 

that the investor sells the unit at a price, $63,800, which merely reflects the 5% inflation 

rate, compounded. The gain of $13,800 is taxed, in effect, at only 75 percent (50% prior to 

tax reform) of ordinary tax rates, even though the $2,500 per year of interest costs attrib

utable to inflation have been fully deductible. 
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6 This point is fully discussed in Steele (1992). 

7 See Clayton (1974) for a discussion of the position oflandlords versus home owners and 

Clayton and Associates (1984) for a detailed accounting of the recent tax subsidies and 

explicit subsidies for landlords. 

8 In the New Palgrave Dictionary of Economics, published by MacMillan in 1987, "markets 

are complete when every agent is able to exchange every good either directly or indirectly 

with every other agent." Incompleteness here is a consequence of fundamental demand 

and supply conditions. 

9 Factors generating gaps in the housing market are analyzed in Bossons (1978). 

10 Survey evidence of landlords' perceptions of the costs of low-income households with 

children is given in Steele (1985c, Chapter 2). Discrimination against children is suffi

ciently important that some jurisdictions have enacted laws prohibiting it (for example, 

Ontario in 1987, as part of human rights legislation). See Choko (1986) for comments on 

discrimination against children in Montreal. 

11 Among these factors are gentrification and rent regulation. For data on the effects of 

gentrification and rent regulation in Toronto see Smith and Tomlinson (1981). For Mont

real, the effect of gentrification and condominium conversion has been described as fol

lows: 

These new phenomena produced a profound transformation of the old core areas, 

due especially to the forced departures (as a result oftakeovers or as a consequence 

of rental increases) of the traditional rental households. The elderly and the inac

tive, especially households headed by women, were most affected. The old rental 

market in Montreal in the core area changed hands. The new residents have much 

higher income, many more academic credentials and are younger than the former 

residents: everything differentiates the new residents from the old (Choko 1986, 

16). 

Choko (1986, 20) cites studies of conversions finding that 90% of resident households 

were forced to move and the elderly are the most likely to be dislodged. Also see note 14. 

12 At the same time, it should be noted that the NHA provided for joint loans (later replaced 

by insured loans) for construction of apartment buildings as early as 1944. Also, the 

federal Rental Insurance Plan operated from 1948 to 1950. 

13 This is apparent in the income distribution data. CHS (1965, Table 61) indicates, for 

example, that 24% of all Canadian families had an income below $3,000 in 1959, com

pared to only 0.1% of families borrowing under the NHA; only 26% of all families had an 

income over $6,000, compared to 48% ofNHA borrowers. 

14 See Choko (1986) for the loss oflow-rise low-income housing in Montreal. Also, see note 

11. In the City of Toronto, according to Ward, Silzer and Singer (1986), about 1,000 units a 

year of low-rise stock have been lost; and about 2,000 moderate rental units per year have 

been lost in buildings containing six or more apartments because of demolition, conver

sion, and luxury renovation. In addition, according to Ward et al., "Planning staff of 

other municipalities within Metropolitan Toronto and City of Ottawa planners indicate 

that their losses due to the same kinds of pressures have been substantial" (1986,4). Ward 

et al. attribute a substantial part of the move up-market of these latter buildings to the 

renovation provisions in the pre-1987 rent review legislation. Perhaps the most notable 
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example of a high-rise complex which has filtered down from middle-income singles to 

low-income families and the elderly is St. James Town, a 6,000 to 7,000 unit development 

in the City of Toronto. 

15 For further information on provincial programs see Dennis and Fish (1972, 276-7.). 

16 At the same time, CMHC did focus its activities on modest-cost, rather than luxury, 

housing (for example, the Small Homes Loans Program introduced in 1957). 

17 The president of CMHC in his reaction to this proposal, said: Indeed a rental purchase 

scheme with virtually nothing down is rental housing ... " (cited in Dennis and Fish 1972, 

266). This odd statement ignores, among other things, the fact that house purchase pro

vides a household with control over its environment, including security of tenure, and it 

generally results in a build-up of equity. 

18 The proposal came from the builder, Robert Campeau. The president of CMHC, in his 

reaction to the proposal stated: ... "Mr. Campeau's proposal would undoubtedly enable 

families of lower income to achieve home ownership .... The National Housing Act 

recognizes that not all families are able to own their own home. The Act makes special 

provision for low rental housing projects .... " Another official, in 1967, argued: "One of 

the objections to the principle of providing subsidies for home ownership has been reluc

tance to asking some people ... to pay for the acquisition of assets by other people." Both 

quotations are taken from Dennis and Fish (1972, 267-8). It may be inferred that CMHC 

felt ready to subsidize housing, but was not ready to let a low income family choose its 

tenure by offering a subsidy of the same present value, no matter what the tenure choice. 

19 Dennis and Fish (1972) suggest that the typical recipient was a young man "on the way 

up" rather than someone with a low life-time income. 

20 The "program permitted a below-market interest rate." See CHS (1971, xii). Over 20% of 

the units under this and the 1970 program were condominiums. The median income for 

the two programs was $6,112, about half the income of borrowers in the regular home 

ownership programs and only slightly higherthan that of tenants in Section 15 non-profit 

rental units. The average age of borrowers was 31 years. See CHS (1971, xviii). 

21 All AHOP participants (there was no income ceiling, although there was a house price 

ceiling) received an interest-free loan which increased by a decreasing amount each year 

for five years. At the end of five years, no further additions were made to this loan and the 

interest holiday ended; repayment started at the end of six years. Ontario and Nova Scotia 

piggy-backed a grant for lower-income families onto AHOP, so that in those two prov

inces the subsidy was particularly deep. For some further details see CHS (1973, xviii; 

1974, xx) and Rose (1980). 

22 Defaults are given in CHS (1985, Table 67) and units funded in CHS (1979, Tables 60 and 

61). Defaults and units funded include those from the 1970 and 1971 programs discussed 

earlier, as well as from AHOP proper. (Information on coverage of defaults thanks to 

Paddy Fuller, CMHC). 

23 The default ratefor non-AHOP, non-ARP (that is, "regular") NHA new home ownership 

units plus NHA new and existing rental is estimated at 5%. This is computed by taking 

the ratio of defaults for regular new home ownership plus regular new and existing 

rental, to total units in three categories (new single-detached and multiples plus existing 

multiples) net of AHOP and ARP units. See CHS (1979, Tables 60 and 61; 1983, Table 60; 



62 Marion Steele 

1985, Tables 66 and 67). This is an underestimate of the true rate for two reasons. First, 

some of the existing multiple activity would be condominium (that is, properly categor

ized as existing home owner), but no existing home owner defaults are included; this 

tends to make the denominator too large while not affecting the numerator. Second, both 

the default data and the activity data are for 1974 to 1985, which means that many of the 

defaults after 1985 are excluded. In contrast, the AHOP defaults are those occurring 1974 

to 1985 for units built 1970 to 1978 (and few ofthese were built 1970 to 1973). 

24 Two kinds of market imperfections reduce the force of this statement. First, just as rental 

markets are incomplete, so are home ownership markets. Thus, someone wishing to 

occupy an old, unrenovated, small apartment will find it difficult to become a home 

owner; few condominiums or equity cooperatives are offering this kind of accommoda

tion. Indeed, in some locations, there are no condominiums of any kind. Second, a 

household which believes it can afford home ownership may find that it is impossible to 

borrow on optimal terms. For instance, a young person in a secure job with a highly cer

tain, rising income profile might wish to purchase with a low downpayment and with 

payments rising over time to match his income profile. Despite a willingness to pay an 

interest rate with a risk premium which would cover the risk of such a mortgage plan, he 

is unlikely to get one. See Lessard and Modigliani (1975) for a discussion of this aspect of 

the imperfection of mortgage markets. 

25 Census of Canada 1971 (11.4, Table 35); Census of Canada 1986 (The Nation; Dwellings and 
Households: Part 2, Table 8, Catalogue 93-105). 1986 percentages exclude maintainers liv

ing on reserves from both the numerator and denominator. 

26 Census of Canada 1986 (The Nation; Dwellings and Households: Part 2, Table 8, Catalogue 

93-105). 

27 Bossons (1978), using US data, also finds a strong positive relationship between age and 

demand for home ownership, other things being equal. He attributes this to the likely 

increase in leisure time with age and the complementarity of the attributes of owner

occupied housing and the consumption ofleisure time. Jones (1984b, Table 1-25) finds a 

negative effect of age on the demand for home ownership, other things equal. Struyk 

(1976) regards age as such a fundamentally important variable that he stratifies his 

sample according to age. 

28 As well, some of the observed rise in house prices may be a statistical artifact of the 

method of construction of the index. For example, although the index, in principle, mea

sures the price of a house (plus lot) of constant quality, the lot price used in the early years 

of the index is simply the NHA average lot price. The average lot, however, changed over 

time. It tended to increase in value because of the increase in servicing, but it tended to 

decrease in value because ofits decrease in size, a decrease that was made possible in some 

cases by the replacement of septic tank systems with municipal services. It is not clear 

whether the net result is a positive or negative bias. 

29 Part of the decline in real rents is almost certainly a statistical artifact caused by down

ward bias in the rent index. See Loynes (1972) and Fallis (1980). 

30 For expansion of this point, see Steele (1992). It should be noted that the highest corpora

tion tax rate is not as high as the highest personal rate, so that the tax advantages outlined 

are not as potent for corporate landlords as for individual landlords. 
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31 For an indication of the quantitative effects of these, see Clayton Research Associates 

(1984) and CMHC (1983a, Annex 3). Both these studies use odd assumptions: the Clayton 

study assumes zero nominal capital gains; the CMHC study in effect assumes a real inter

est rate of about 10% - about double the standard assumption for real interest rates - and 

uses a discount rate equal to this, rather than to a nominal rate, to find the present values 

of nominal streams. 

32 The inflation rate is measured as the rate of increase in the Consumer Price Index; this is 

available in Historical Statistics o/Canada (Series K8) and Department of Finance (1986). 

33 Omitted is transactions cost which, unlike the other cash flow costs given here, is not a 

regular periodic cost. Also, the transactions costs cash requirement on purchase is much 

less than that on sale because there is no real estate brokerage fee on purchase. 

34 The opportunity cost is given in after-tax terms because housing expenses, like other 

consumption expenditure is paid out of after-tax income. 

35 More specifically, expected capital gains are estimated as follows. Price change in quarter 

t is regressed on price changes in past quarters. This estimated equation is used to predict 

for each quarter the average annual compound rate of capital gain over the next five 

years. This is the expected capital gain used in the computation of user cost. Further 

details are given in Steele (1987). 

36 The payment is calculated assuming that interest is credited annually; the formula used is 

P = i 
50,000 

where P is the annual payment, and i is the rate of interest. Published tables are available 

giving monthly payments under the assumption that interest is credited more frequently 

than annually. 



CHAPTER FOUR 

New Forms of Owning and Renting 

J. David Hulchanski 

IN THE period immediately after World War II, tenure options were relatively 
uncomplicated. Accommodation was largely either owned fee simple or rented, 
with few variations of either. By the 1980s, however, two new forms of ownership 
had emerged. Condominiums, introduced to Canada in the late 1960s, allowed 
individual ownership of a dwelling in a multiple unit project together with 
shared responsibility for maintenance of common areas and facilities. Non
equity cooperatives, also introduced in the late 1960s, are a form of ownership in 
which members (that is, residents) jointly own the dwellings, land, and com
mon facilities. 

Immediately after World War II, owners were free to build or alter a house or 
apartment building and to lease a dwelling therein in whatever manner they 
chose, subject only to rudimentary building and land-use restrictions, common 
law, and market forces. Since then, the property rights of owners and tenants 
have changed. The property rights of all owners, whether home owners or land
lords, or purchasers or vendors, became subject to increased regulation of the 
use and exchange of real property. The character of rental tenure has also 
changed dramatically for landlord and tenant. Over the past few decades, con
cern for security of tenure and due process in rental housing led to the adoption 
of two types of regulation. One is the landlord and tenant legislation that most 
provinces adopted during the early 1970S. The other is rent regulation that most 
provinces introduced in the mid 1970S to control changes in rents for much of 
the stock. Prior to this, the landlord-tenant relationship was a property one 
under common law. By the late 1960s, it came to be widely seen that leases and 
common law were not adequate to protect tenants. Since the 1970S, the relation
ship between the two parties has shifted from its feudal origins in common law 
to a statutory basis in modern contract law. By the mid 1970S, most provinces 
had adopted legislation which included the introduction of contract principles, 
the requirement for landlords to repair and maintain, the requirement that a 
tenant be given a copy of the tenancy agreement, and provisions affecting the 
manner in which a landlord can evict and regain possession of a dwelling. In 
short, as society's view of what was considered to be fair and reasonable in the 
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landlord and tenant relationship changed in the 1960s and 1970s, provincial leg
islation was altered to conform with the change. 

This chapter reviews these changes and examines how they have affected 
housing in post-war Canada. Basic to the issue of tenure is the question of prop
erty rights. The place and meaning of property, and changes in how society 
views the rights associated with property, shapes trends in housing tenure. 
Issues relating to the role of government in housing markets and debates over 
the various forms government intervention should take are all rooted in the 
concept of property and views about property rights. Though the demand for 
ownership and rental housing is influenced by the bundle of rights associated 
with each tenure option, the issue of property rights has generally been ignored 
in housing analysis. 

New Forms of Owning Housing 
The demand for home ownership after World War II was initially met by build
ing detached houses on individual lots on the fringes of cities. The NHA 
emphasized this form of housing, providing subsidized mortgage funds and, 
beginning in 1954, mortgage insurance to make lower downpayments and 
longer-term mortgages possible. In spite of the subsidies available and the pros
perity of much of the post-war era, it became increasingly difficult for many 
households to afford the traditional suburban house. Supply constraints on the 
availability of serviced land, and at times, mortgage funds, together with the 
post-war demographic pressures, contributed to housing supply problems and 
house price inflation. The rise of the two-earner family (60% of all families in 
1981, up from 33% in 1951) is likely both a cause and effect of the post-war infla
tion in the cost of home ownership. It is a cause in that families with two earners 
could allocate more money to obtain the housing of their choice, thereby help
ing to bid up the price of housing, and it is an effect in that other families needed 
a second earner to afford home ownership. 

The continuing demand for home ownership, combined with its ever rising 
cost, gave rise to two new forms of ownership that are now commonplace: con
dominiums and non-equity cooperatives. Each changed the notion of what is 
"owned" and how it is owned. 

CONDOMINIUMS 

The first condominium acts in Canada were adopted in 1966 by British Colum
bia and Alberta. By the end of 1970, all but one of the provinces had adopted 
condominium legislation; Prince Edward Island did not adopt legislation until 
1977. Condominiums provide a package of property rights through a legal 
arrangement that makes it possible for an individual to own a dwelling without 
exclusive ownership of the land on which the structure is built. Together with 
the dwelling, each resident of a condominium jointly owns a proportionate 
share of the common elements, such as sidewalks, driveways, landscaped 
areas, recreational facilities, elevators, corridors, parking, and storage. A 
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condominium is a form of ownership, not a housing form. Condominiums may 
be detached, semi-detached, row townhouse, stacked townhouse, or apartment 
structures. Although a condominium provides property rights similar to indi
vidual home ownership, its communal environment requires each resident to 
yield some individual rights for the sake of harmonious management of the 
project as a whole. 

Condominiums became popular as a result of growing urbanization accom
panied by high land values and a continuing demand for home ownership. Fac
tors such as rapid population growth, demographic changes, decreasing house
hold size, and rising household income, all contributed to a high demand for 
housing, particularly ownership housing. At the same time, other factors, 
including rapid increases in the price of housing and the cost of residential land 
as well as increased commuting time to the new suburbs gave rise to a demand 
for changes in the laws governing the ownership of housing. By separating own
ership of the dwelling from ownership of the site, more Canadians could 
become home owners at a potentially lower cost as a result of savings achieved 
by collective ownership of the land, common elements, and shared mainte
nance. 

Though traditional fee simple ownership is usually the preferred form of 
home ownership, condominiums became more widely accepted as the cost of 
and the demand for ownership increased in the 1970S. Tax changes introduced in 
1971 further stimulated demand by exempting privately-owned houses from the 
newly-introduced capital gains tax and removing the tax shelter provisions 
which applied to rental housing. These Income Tax Act changes made home 
ownership more attractive and the ownership of rental housing less attractive. 

All these demographic and tax considerations increased the demand for 
home ownership, causing many developers to shift their activities from the 
development of rental to ownership housing to satisfy the demand. The multi
ple unit condominium project was a legal innovation which provided home 
ownership at a potentially lower price. Though many factors contributed to the 
decline of the private rental market, an important one is the increase in condo
minium starts. Developers could obtain an immediate return on their invest
ment, rather than the gradual return obtainable by rental housing investment. 
Purchasers of condominiums obtain the benefits of ownership, usually in better 
locations than otherwise possible within their budget constraints. Not all con
dominium units are owner-occupied. Many have been purchased as invest
ments and are rented. 

Local market conditions affect the demand for condominiums. Condomin
iums have become a significant part of the housing market in the metropolitan 
areas with the highest housing costs. Toronto and Vancouver accounted for one
half of all condominiums in Canada in 1981. Condominiums are uncommon in 
cities where land is more affordable. 

In the early 1970S young couples from the post-war baby boom purchased 
condominiums as an alternative to either renting or single-detached ownership. 
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As the decade progressed, more empty nesters entered the market, and builders 
aimed new projects at this market segment. A 1984 study concluded that the resi
dents of the more than 200,000 owner-occupied condominiums in Canada rep
resented a broad spectrum of households and that the market has three basic 
components: "One caters to the under 40 year old apartment dweller without 
children who eventually plans to buy a single detached house; the second is the 
young family; the third is the empty nester seeking apartment condominiums" 
(Skaburskis 1984, 34-5). 

The introduction of condominiums to Canada has broadened the range of 
available home ownership options and increased the supply of dwellings, thus 
benefiting both suppliers and consumers. However, this innovation has not 
been without its problems. The quality of construction in many condominiums 
may prove to become a serious problem as the buildings age. The nature of con
dominium development and ownership means that, other than for warranty or 
performance guarantees, the builder is free of long-term responsibility for the 
project once the units are sold. The quality of construction, materials used, and 
design considerations relating to life cycle maintenance costs may be compro
mised. The fact that the units are sold to individuals who rarely if ever know each 
other prior to purchasing their units means that the initial purchasers of a 
newly-built project have little or no opportunity to influence or supervise the 
quality of the design and construction process, as is sometimes the case in the 
construction of new houses. The quality and dedication of the management of a 
project is also extremely important, though it is easy for poor management to go 
unnoticed until serious maintenance or financial problems arise. 

Condominiums have also played a role in the decline of the rental sector. 
Until prevented by regulation, landlords were free to convert existing apartment 
buildings to condominium ownership, contributing to the loss of the existing 
rental stock. In addition, many moderate-income households which would 
otherwise have demanded rental accommodation have opted for the condomin
ium option. This means that the demand for rental housing in the 1980s falls 
increasingly into the category of social need rather than market demand. As the 
private sector responds only to market demand, not social need, unsubsidized 
private rental starts have been in decline since the early 1970S. 

COOPERATIVES 

Cooperative ownership of housing is not new to Canada. In the 1930S a number 
of "building cooperatives" were established in smaller communities, mainly in 
Nova Scotia and Quebec. In a building cooperative, a group of people join 
together to build each other's individual homes. Though this kind of housing 
cooperative was successful in small communities, it was a difficult model to 
apply to an increasingly urbanized nation and to large groups. 

Advocates of housing reform then began to focus on the "continuing cooper
ative" model whereby the members jointly own the entire project on a continu
ing basis rather than take individual ownership of the units once they are built. 



68 J. David Hulchanski 

As more and more households realized that they could not afford the purchase 
of a home, housing advocates began to investigate non-profit continuing coop
eratives. There are a few equity cooperatives in Canada, but the vast majority 
have been non-equity cooperatives, built mainly since the early 1970S with the 
assistance of federal and, from time to time, provincial subsidies. 

In 1962, with'the financial assistance of CMHC, the Cooperative Union of 
Canada undertook research into the feasibility of non-profit continuing cooper
atives. In 1966 the first large non-equity continuing cooperative, the 200-unit 
Willow Park Housing Cooperative, was built in Winnipeg. Enough momentum 
had developed during the 1960s for a national organization, the Cooperative 
Housing Foundation of Canada (CHF), to be established in 1968. The Hellyer 
Task Force recommended that greater emphasis be placed on finding ways for 
moderate-income households to obtain home ownership and that the public 
housing program be discontinued in favour of socially-mixed assisted housing 
projects. Cooperative housing was one of the options recommended. When a 
special $200 million fund for social housing was established in 1970, the CHF 
succeeded in having eleven housing cooperatives financed to test the coopera
tive model further. When the NHA was revised in 1973, non-profit continuing 
housing cooperatives were recognized by policy makers as a desirable and feasi
ble tenure option as well as a social housing program option. The number of 
housing cooperatives and sponsoring organizations increased, and when the 
program was further revised in 1978, the federal commitment grew to about 
5,000 units per year. 

Much controversy surrounded that program, focused mainly on program 
targeting. The social mix component of the cooperative program means that 
not all the financial assistance benefits low-income households. To some degree, 
this debate was settled when the cooperative program was further revised in 
1985. The federal government not only decided to continue its commitment of 
about 5,000 units annually under a new funding formula but also clarified its 
objectives. The Minister Responsible for CMHC explained that the main objec
tive is "to provide security of tenure for moderate and middle-income house
holds as an alternative to home ownership." The program is to "provide a level of 
assistance intended to help that group of people with incomes above those in 
core need that are unable, through no fault of their own, to afford home owner
ship:' A rent supplement subsidy will also be available to enable low-income 
households to access cooperative housing (Canada, House of Commons Debates 
12 December 1985, 9433). The cooperative housing program can be viewed as not 
only an alternate to traditional home ownership, but an accessible version of 
condominium ownership for low and middle-income households. 

In terms of the entire housing stock, the 40,000 cooperative dwellings com
pleted as of 1986 represent a small share, less than 1%. Most of these units, how
ever, have been built since the late 1970S. They represent a larger share of annual 
housing starts, and they provide the only means for many households to achieve 
the benefits of home ownership in the high cost metropolitan housing markets. 
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The 40,000 households who live in one of Canada's 1,000 cooperatives do not 
own the individual unit they live in, nor do they make a traditional down pay
ment. Like tenants, cooperative members move into and out of their housing 
without making an investment and without earning capital gain. Like home 
owners, however, they have security of tenure and the right to make all decisions 
about their housing environment. There is no outside owner or manager. Mem
bers of a cooperative jointly own the entire project and jointly share in its man
agement. A board of directors is elected and members are appointed by the 
board to sit on a number of committees, usually a maintenance, finance, and 
membership committee. The monthly housing charge is set each year by the 
members at a level sufficient to cover the mortgage payment, operating costs, 
and replacement reserves. The entire process of ownership and management is a 
democratic one, each resident having one vote. 

New Forms of Renting 

What distinguishes rental from owned housing is that rental tenure separates 
ownership from occupancy. The owner of rental housing becomes an investor in 
a good (accommodation) that can be treated like any other typical investment, 
whereas the occupant is the user of the good, with little or no concern for its 
investment aspect. In contrast, home owners can decide what level of housing 
maintenance and renovation to sustain. The separation of ownership from 
occupancy creates the potential for conflict when investment and occupancy 
interests differ. In Canada, up until the early 1970s, the owner's interest dom
inated. There was no balance of rights, responsibilities, or power in the land
lord-tenant contract. Common law treated residential tenancies the same as it 
treated commercial and industrial tenancies. 

Since then, governments have sought, in housing as in other areas, to elimi
nate abuse of basic rights on the basis of such grounds as race and sex and to pro
tect consumers from misleading and arbitrary actions. Intervention by regula
tion has focused especially on basic human needs, such as good health and phys
ical safety as well as fundamental principles of justice and due process. Out of 
this, landlord and tenant legislation has emerged. In some jurisdictions, rent 
regulation has followed the adoption oflandlord-tenant legislation because of 
the potential of economic eviction, that is, the possibility that landlords will cir
cumvent security of tenure regulations by using higher rents to evict tenants. 
There is, therefore, societal recognition of the uniqueness of rental housing 
which separates it from the host of other goods we treat as normal market com
modities. 

SECURITY OF TENURE 

The notion of security of tenure has found its way into residentiallandlord-ten
ant law over the past two decades just as "stability of employment" has per
meated employment law over the course of this century (Glendon 1981,176-7). 
Landlord-tenant law changed little before the 1960s. Changes in employment 
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law began much earlier, largely because oflabour organizations. Although some 
40% of Canadians have been tenants since the 1940S, tenants were not well 
organized, at least not until recently, and then only in a few of the larger cities. 
Legislatures and courts, following public opinion, especially with regard to evic
tion, increasingly came to the view that the landlord, like the employer, controls 
a basic human necessity. Shelter is as crucial to subsistence as a job. "Increasing 
acceptance of this idea as an implicit premise has made legislative, as well as 
judicial, regulation of the residential rent contract as inevitable as it was of the 
employment contract" (Glendon 1981, 177). 

As a result, both employment and rental relationships have passed over time 
from status to contract, from contract to regulation, and to some degree, from 
regulation to administration. "Such a view:' according to Makuch and Weinrib, 
"supports the notion that freedom of contract is no longer the norm and that 
society can and should impose social values in landlord and tenant relationships 
as it does in consumer affairs and other contractual tortious relationships based 
on reasonable reliance and expectation" (1985, 8). Social attitudes are changing, 
bringing subtle but significant changes in our institutions. Security of tenure 
and rent control in Canada's residential rental sector are prime examples. 
Anglo-American lease law had developed the rule of "mutuality" that either 
party might terminate a tenancy at will or a month to month tenancy for any or 
no reason upon complying with statutory notice requirements. Over the twen
tieth century this rule of free terminability has been replaced by its opposite, 
security of tenure. Just as discharges of employees at-will became increasingly 
unlawful, so too legal termination ofleases began to be forbidden if they contra
vened public policy. 

If security of tenure is to be achieved, there is need also to deal with demoli
tions and conversions of rental units to other uses or to owner occupancy. As the 
first province to adopt legislation permitting condominium ownership, British 
Columbia had to deal with the problem of the conversion of rental units to con
dominiums in the early 1970s. With vacancy rates as low as 0.4% in Vancouver 
and Victoria in 1973, and conversions causing controversy because of the dis
placement of lower income renters, British Columbia's condominium legisla
tion was amended in 1974 to allow municipalities to stop conversions (Hamilton 
1978,136-8). During the 1970S, many provinces and municipalities adopted leg
islation regulating and usually preventing such conversions. This represents a 
further change in the nature of the bundle of rights associated with owning 
rental accommodation. 

RENT CONTROL 

Rent control was first used in this century during war time. Britain imposed rent 
controls during World War I and virtually every major combatant, including 
Canada, imposed rent controls as part of more general price controls during 
World War II. Canada's Wartime Prices and Trade Board imposed rent freezes in 
fifteen cities in September 1940. A year later, rents in the rest of the country were 
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frozen. This was "simple" rent control, that is, an absolute freeze. There was no 
complex formula for permissible rent increases or exceptions. 

Beginning in 1947, a period of rent decontrol began in Canada, as it had in 
other western countries. Federal housing policy sought to establish a private 
rental housing development industry. During the war, Wartime Housing Ltd., a 
crown corporation, built rental housing for war industries and after the war for 
veterans. In the post-war period, in addition to decontrolling rents, the federal 
government introduced subsidies for the private sector, both directly and 
through the tax system. With these direct and indirect subsidies in place the 
federal government ended tent controls in 1951, along with the remaining war
time price controls. Only the province of Quebec maintained rent regulation 
beyond 1951. From the early 1950S to the mid 1970s, rent regulation was largely 
non-existent in Canada. 

Rental market pressures were such that, in the early 1970S, demands for rent 
control became more common. Security of tenure legislation had been adopted 
by most provinces but, in the inflation of the 1970S, it meant little if economic 
eviction was possible. Several provinces had either adopted rent controls or were 
about to adopt them as of 1975, and the decision of the federal government to 
impose wage and price controls in October 1975 carried with it a request to the 
provinces to impose rent controls. By April 1976, all provinces had rent controls 
in place. Most of the legislation was retroactive, commencing on or before the 
October 1975 speech ofthe Prime Minister which announced the wage and price 
controls. Most of the legislation was comprehensive in terms of the types of resi
dential premises covered. Each province established a system of rent tribunals 
separate from other price control mechanisms (Patterson and Watson 1976). 

Though rent control was considered to be temporary by many, all but three 
provinces maintained rent controls into the mid 1980s. They have remained a 
permanent feature of the rental market in much of the country. The critics of 
rent control rightly point out that an attempt to use rent control to redistribute 
income would lead to deterioration in the housing stock and disinvestment in 
the rental housing sector. Moreover, it is a blunt and unsuitable instrument for 
the positive redistribution of income. However, a rationale for rent controls is 
that they can be effective in retarding undesirable redistribution in the opposite 
direction. 

When housing supply fails to keep pace with demand, as it has since the early 
1970s, the scarcity value of the existing rental housing stock becomes a powerful 
force reallocating income in favour oflandlords. Rent stabilization or control, in 
the short run at least, frustrates this undesirable change in the distribution of 
income. In this sense of protecting the status quo and frustrating undesirable 
income redistribution, rent control is a conservative instrument. It cannot 
improve the situation, but it can at least prevent it from getting worse for tenants 
caught by the failure of the rental market supply mechanism. While not all ten
ants are disadvantaged, the majority do have low incomes and are unable to 
afford home ownership. They have no place to go. 
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The benefit of rent control- frustrating undesirable income redistribution
is hidden in the sense that it can be measured only against a hypothetical rent 
that would have come into existence if the control had not been there. It is a cost 
to the landlord also, but it is not one which involves a real loss, since expenses 
have not increased, but rather a hypothetical cost - the loss of what the landlord 
would have made if rent control had not been imposed (Patterson and Watson 
1976). 

Implications for Housing Policy Debate 

There are two categories of significant implications of these trends in post-war 
tenure for future housing policy debate. The first relates to the broad institu
tional framework in which housing policy is situated, and the second relates to 
the high demand for ownership housing over the post-war period. 

THE PROPERTY RIGHTS DEBATE 

Over the past several decades, the growth in the role of government in matters 
affecting the development of land and housing has made it is easy for some to 
claim that there has been an "erosion of property rights:' According to a study 
published by the Ontario Real Estate Association, for example, "property rights 
are being eroded at an ever increasing pace" as a result of an unabated "ava
lanche of legislation that affects the citizen's property rights" (Oosterhoff and 
Rayner 1979, v, ix.). There is indeed a great deal oflegislation affecting all aspects 
of owning and renting housing as well as the site on which it is built (see, for 
example, Hamilton 1981). However, "erosion" assumes some defined set of 
property rights which is ideal and that any change away from that is a step back
wards. 

Property and the ownership of property is a social and juridical institution. 
Property "rights" are socially defined. Property rights are "the creation of posi
tive law whatever social or political theory may presuppose about their meta
physical origins in the natural or supernatural order of things. The legislature 
can give and take, allocate and reallocate titles to them" (Denman 1978, 3). As a 
result, the meaning of property is continually in a state of flux. The "actual insti
tution, and the way people see it, and hence the meaning they give the word, all 
change over time ... [and these 1 changes are related to changes in the purposes 
which society or the dominant classes in society expect the institution of prop
erty to serve" (Macpherson 1978, 1). 

Such extensive intervention in the housing market seems to be based on two 
rationales: the need to correct the real or perceived failings of the market; and 
the desire to achieve certain social objectives. In technical terms, the first ratio
nale refers to the market's failure to allocate efficiently in terms of the supply and 
demand aspects of rental housing as a market commodity. The second rationale 
refers to the political decision in a democracy to achieve certain social objectives 
even if this means making a trade-off with the efficient operation of the market. 

At the broad institutional level, the meaning of property rights and tenure in 
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Table 4.1 
Changes in home ownership rates within and between income quintiles: 

Canada, 1967 to 1981 
C% of households owning their unit) 

1967 1973 1977 1981 1967-81 

Lowest quintile 62 50 47 43 -19 
Second quintile 56 54 53 52 -3 
Middle quintile 59 58 63 63 +4 
Fourth quintile 64 70 73 75 +11 
Highest quintile 73 81 82 84 +10 
Total 63 62 64 63 +1 

SOURCE Statistics Canada (1983). 

Table 4.2 
Renter households by income quintile: Canada, 1967 to 1981 

% Change 
Income quintile 1967 1973 1977 1981 1967-1981 

Lowest quintile 20 27 29 31 +11 
Second quintile 24 25 26 26 +2 
Middle quintile 22 23 20 20 -2 
Fourth quintile 19 16 15 14 -6 
Highest quintile 14 10 10 9 -5 
Total 100 100 100 100 

SOURCE Statistics Canada (1983). 

Canada is continuously evolving. This type of change will continue to be con
troversial, forming the overall framework within which specific housing policies 
and programs will be developed. Various groups with differing interests and 
philosophies in the housing sector will be promoting and defending their 
"rights." Broadly-defined social and community rights will conflict with more 
narrow definitions of private property rights. The controversial nature of this 
broader institutional change process will help guarantee that comprehensive 
and long-term housing policies will not be politically viable. Too many conflict
ing demands will be placed on elected decision makers, and too little consensus 
exists. 

C.B. Macpherson has defined this problem as the central difficulty of our 
liberal-democratic institutions: 



74 J. David Hulchanski 

The central problem ofliberal-democratic theory may be stated as the difficulty of 

reconciling the liberal property right with that equal effective right of all individu

als to use and develop their capacities which is the essential principle of liberal 

democracy. The difficulty is great (1978,199). 

The only resolution seems to be a broader conceptualization of the nature of 
property and of property rights. The problem is that "we have all been misled by 
accepting an unnecessarily narrow concept of property, a concept within which 
it is impossible to resolve the difficulties of liberal theory" (Macpherson 1978, 
201). The difficulty disappears once we broaden our concept. Property, although 
it must always be an individual right, need not be confined, as liberal theory has 
confined it, to a right to exclude others from the use or benefit of some thing, but 
may equally be an individual right not to be excluded by others from the use or 
benefit of some thing. The right not to be excluded by others may provisionally 
be stated as the individual right to equal access to the means oflabour and/or the 
means oflife (Macpherson 1978, 201). 

As a basic and essential "means oflife:' housing is and will continue to be at 
the forefront of this fundamental philosophical and political debate. Govern
ment intervention in the housing sector is controversial because, in a funda
mental sense, it affects property rights. Unlike most other consumer durables, 
housing is intimately tied to the problem of property and property rights. The 
rights and obligations associated with owning and renting will continue to 
undergo significant changes. 

POLARIZATION OF HOUSEHOLDS BY INCOME AND TENURE 

The second implication of post-war trends in tenure relates to the demand for 
home ownership. Fuelled by many factors, not the least of which has been gov
ernment housing and tax policy, this demand has led to a situation in which 
households have become polarized on the basis of income and tenure. 

Trends in the distribution of home ownership among income groups are evi
denced in Table 4.1. There were gains among the top two quintiles and declines 
in the bottom two from 1967 to 1985. Eighteen years is a relatively short time for 
such a marked change in tenure distribution patterns to take place. It indicates 
the significant impacts of changing macroeconomic conditions since the 1960s 
have had on the housing sector. The overall percentage of households owning 
their own units, about 63%, remained virtually the same during the period. 

What was dramatic was the change in who were the home owners. During a 
period in which many subsidies were provided to the ownership sector and to 
first-time home buyers, the two highest income quintiles made gains in home 
ownership rates (about 10 percentage points each), whereas the households in 
the two lowest quintiles increasingly became tenants. The home ownership rate 
of the middle quintile remained about the same. In short, fewer households in 
the lower 60% of the income range are home owners today compared to 1967. 
The temporary home ownership programs introduced since that time have not 
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kept pace with the tide of rising house prices and mortgage interest rates. This 
trend was of course not due solely to the regressive nature of housing program 
subsidies. Macroeconomic trends continued to work against low-income 
households. 

The increasing rate of home ownership among the upper-income groups 
also indicates a significant and troubling trend for the rental housing sector. The 
rental sector became increasingly a residual one, restricted primarily to low
income Canadians. This has not always been the case, as Table 4.1 indicates. In 
1967 tenants were found with similar frequency in each income quintile except 
the highest. By 1985, however, the incidence of tenants in the two highest quin
tiles declined, and in the two lowest quintiles increased - both by significant 
amounts. This means that those households able to take advantage of the home 
ownership option did so, leaving virtually all those who had no choice in the 
rental sector. 

Is it any wonder, then, that private investors cannot supply new rental units 
and make a return on their investment? How can Canada have a viable private 
market in an expensive consumer good when its consumers are increasingly 
limited to low-income groups? The private rental supply "market mechanism" 
has not functioned since the early 1970S and most likely cannot function in the 
future, because of the upward cost pressures on supplying a rental unit and the 
downward trend in the income profile of renters. The vast majority of private 
rental starts over the past fifteen years have been subsidized. There are not 
enough tenants any longer with the incomes necessary to support the economic 
returns required to make most new rental projects viable. In addition, the costs 
of building a unit are so high that tenants who can afford to pay the required rent 
levels are usually able to afford the purchase of a condominium at about the 
same monthly cost. 

It is unlikely that this trend in the polarization of Canadian households by 
income and tenure will be reversed. It is also unlikely that the decline in the pri
vate rental sector will be reversed. The post-war demand for home ownership 
and the creation of a new form of ownership, condominiums, which essentially 
permits higher income tenants to own what would otherwise be rental apart
ments and townhouses, has helped create a socio-tenurial polarization of the 
country. This has serious social, neighbourhood, and housing market conse
quences which the current and future generation of Canadians will have to face. 



CHAPTER FIVE 

The Suppliers of Housing 

George Fallis 

THIS CHAPTER sets out a supply perspective on housing markets. The supply 
perspective does not focus on the housing conditions of Canadians, on the 
number of houses built, or on the price of housing. These are outcomes of the 
housing market; they are the joint result of demand-side and supply-side forces 
and of government programs. Supply-side analysis considers the agents making 
supply decisions (the suppliers of housing), the production technology, and the 
prices of inputs used in production. 

What constitutes progress in the context of the supply side of housing? Dis
cussion of progress on the supply side considers whether there has been 
increased technological efficiency in the sense of being able to produce services 
or stock using fewer inputs and whether there has been a reduction in barriers to 
the free flow of inputs into the production of housing services and stock. 1 This 
approach to housing progress is helpful in thinking about housing affordability. 
Housing becomes "more affordable:' for example, when technical progress per
mits housing services or stock to be produced more efficiently, when input 
prices fall, or when barriers to the flow of inputs are removed. In this sense, 
progress in improving efficiency is progress with respect to affordability. The 
government programs of most interest are those which influence technical 
change, the flow of inputs, and the profitability of being a supplier of housing 
services or stock: for example, income taxes, property taxes, rent regulation, and 
land-use and building regulations. Government programs aimed directly at 
improving hou&ing conditions, such as public housing or non-profit housing, 
are dealt with in other chapters. 

Perspectives on the Supply of Housing 

In the analysis of housing supply, the distinction between consumption goods 
and capital goods is important. A consumption good is something people use 
(or consume) to increase their well-being. A capital good is something which is 
long-lived and used in the production of consumption goods. It is useful to dis
tinguish between the market in which a consumption good is exchanged and the 
market in which a capital good is exchanged. These two markets each have a 
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supply side. In housing analysis, the consumption good is called housing ser
vices. All households (except the homeless), whether renters or owners, con
sume housing services. The capital good used in producing housing services is 
called housing stock. Housing analysis must consider the suppliers of both 
housing services and housing stock. 

On the supply side of the rental market, landlords are the suppliers ofhous
ing services. Housing services are produced using a capital good (a building and 
its land) as well as other inputs such as labour, heat, and light. There are three 
sorts oflandlords: private sector (for profit) landlords; government sector land
lords; and third-sector landlords such as non-profit groups and cooperatives. 
The vast majority of suppliers are in the private sector. Private sector landlords 
are a diverse group ranging from large public companies to owners of a small 
apartment building to individuals renting out a portion of their home. All of 
these private landlords may be thought of as "firms" with revenues from sales 
(that is, rents) and costs of production. Private sector landlords pay income 
taxes on their net earnings, and the income tax system is important in determin
ing the profitability of these firms, and hence the rate at which new firms enter 
the market. Government and third-sector landlords must be cognizant of their 
revenues and costs, but do not pay income taxes and are motivated by factors 
other than profits. 

While the supply side of the rental market is obvious, who are the suppliers of 
housing services to home owners? Home owners consume services each year 
just as do tenants. On the supply side, home owners are their own landlords; 
they produce services using a capital good (a house and its land) as well as other 
inputs such as labour, heat, and light. This fact is recognized in the calculation of 
Gross Domestic Product (GDP). A component ofGDP is the sum of the value of 
consumption goods produced in the country - a summation that includes both 
the total rent paid by tenants to landlords and the estimated value of housing 
services produced by home owners for themselves, that is, imputed rents. Hous
ing services to both owners and renters are about 11% ofGDP. Home owners are 
simultaneously the demanders of housing services and the suppliers of services 
produced for themselves. This ownership market for housing services is not eas
ily analyzed because no explicit market transactions take place between the 
household as tenant and as landlord. However, we need a conception of this 
market to analyze housing issues: for example, to understand tenure choice, 
given that home ownership is both a consumption decision (like that of a ten
ant) and an investment decision (like that of a landlord). An analysis of the sup
ply side of the market must recognize the role of landlords and home owners as 
suppliers of housing. 

At any particular moment, a supply of housing stock (the capital good), built 
in the past, is available to produce housing services. In assessing the amount of 
stock available, the tendency is to focus only on the margin, that is, on those who 
supply net additional stock. Housing stock can be created by new construction, 
for which the suppliers are builders and developers in the housing construction 
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Table 5.1 

Components of housing investment: Canada, 1951-1986 

(millions of dollars) 
Alterations 

Housing New construction and improvements 
investment (HI)t Total % of HI Total 0/0 of HI 

1951 1,054 725 69 252 24 
1956 2,219 1,635 74 447 20 

1961 2,156 1,446 67 406 19 

1966 3,166 2,148 68 578 18 

1971 5,589 4,050 72 1,056 19 

1976 14,140 9,452 67 3,193 23 
1981 20,569 11,122 54 6,353 31 

1986 30,669 15,348 50 10,167 33 

SOURCE Statistics Canada (1986). 
t The third component of housing investment is transfer costs relating to the 
purchase and sale of existing residential properties. Conversions are considered as 
new construction. 

industry. Some small amount of additional stock comes from people who build 
their own houses. However, new housing stock can also be created by renovation 
of an existing building. The suppliers are renovation firms and residents who 
renovate their owned or rented units by themselves. 

These suppliers use a production technology to combine inputs (labour, 
building materials, and land) to produce housing stock. With the exception of 
do-it-yourselfers, these suppliers have revenues from sales and face costs of pro
duction. Again, income taxes influence the profitability of being a supplier of 
housing stock and therefore influence how much stock is produced in one year. 

Additions to housing stock are housing investment, that is, the production of 
capital goods. The calculation of GDP also includes the value of capital goods 
produced. Housing investment has hovered near 6% ofGDP since 1951. Housing 
investment in GDP may be categorized into new construction, alterations and 
improvements, and transfer costs relating to purchase and sale of existing resi
dential buildings. This decomposition is reported in Table 5.1 for selected years 
from 1951 to 1986. Until about 1970 almost 70% of housing investment in Canada 
was new construction, but since then its importance has declined. Renovation 
has emerged in the last fifteen years as a source of stock change. 

Suppliers of Housing Services 

The suppliers of housing services have been identified as landlords (private, 
government, and third-sector) and home owners. This section focuses on the 
decisions made by these agents. In the short run, suppliers take account of the 
revenue from each output level, the technology, and the prices of inputs. 
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Little is known about the technology for producing housing services, but 
casual observation suggests it is relatively simple. Once a stock level has been 
chosen, in the short run the possibility for input substitution is limited; the 
stock, labour, heat, and light are combined in fixed proportions. The technolog
ical choices available to the producer have not changed much since 1945 and are 
unlikely to change in the future. But the production activity of an existing sup
plier is not trivial; there are bills to be paid, including property taxes, minor 
repairs to be arranged, insurance to be arranged, and exterior grounds to be 
maintained. Private, government and nonprofit landlords produce services for 
their tenants. 2 In cooperatives, tenants are also the producers of services. Home 
owners produce for themselves, although they may contract others to do much 
of the work for them; in condominiums, work on the common areas is done by a 
condominium corporation. Thus, each form of tenure can mean a different 
involvement in the production of services. Tenure choice is arguably influenced 
by the differing abilities and desires of consumers to produce housing services. 

THE HOUSING STOCK INPUT 

The most important input is the capital good - housing stock - that is, the build
ing and the land. Tables 9.1 and 9.2 summarize data on Canadian housing stock 
- measured as dwellings - by tenure, type, and region. Unfortunately, no data 
exist to measure the housing stock properly. Although counts of dwellings and 
data on their age, state of repair, and plumbing, electrical and heating systems 
do exist, two dwellings similar in all these characteristics can differ in size and 
quality. 

What is known about the housing stock available to produce housing services 
for Canadians? Data on whether a dwelling had hot and cold running water, a 
private bath, and central heating were customarily used as proxy measures of the 
quality of the housing stock, but these are no longer useful proxies; almost all 
stock is now adequate by these proxies. The 1981 Census tried to establish 
whether dwellings were in need of regular maintenance only, minor repairs, or 
major repairs. About 76% of dwellings needed only regular maintenance; 17% 

needed minor repairs; and 7% needed major repairs. However, these data repre
sent only the opinions of occupants, among whom perceptions and expecta
tions vary greatly. 

Nevertheless, one can confidently state that the vast majority of the Canadian 
housing stock is in good repair, with less than lO% needing significant repair. 
Surveys by building professionals suggest that almost all the stock is structurally 
sound (see Klein and Sears et al. 1983; Barnard Associates 1985). However, the 
important issue is not the current state of Canadian housing stock, but how it 
may depreciate over the next decades as it is used in producing housing services. 
Buildings, like all capital goods, depreciate through use. Although they can be 
improved or held at the same level through additional capital expenditures (ren
ovation), what might happen in the absence of substantial capital expenditures? 
The future path of depreciation depends upon the age of the building, the 
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quality of the original design, materials, and construction, and the maintenance 
and renovation expenditures over the life of the building to date. Although little 
is known about the rate at which buildings depreciate, it is likely to be slow over 
the first fifteen or twenty years (or longer depending on the quality ofthe origi
nal building) and then more rapid. In 1981 about 45% of the stock was built from 
1945 to 1970, which suggests almost 45% of the stock could be reaching the age 
when major capital investment may be needed. But these data cannot form the 
basis of conclusion because we do not know the original quality or capital 
expenditures since construction. 

Has Canada's rental housing stock begun to depreciate rapidly? Barnard 
Associates (1985) reported on the low-rise rental stock based on inspections by 
building professionals of over one hundred buildings in Toronto, Ottawa, and 
Hamilton. These buildings were initially of good quality and have lasted well, 
but more than one-third are over 40 years of age. Age is the factor explaining the 
coming need for major rehabilitation. 3 The study found that one-quarter of the 
units needed major repairs to bring the buildings to minimum property stan
dards. Almost all the buildings were structurally sound. The main problems 
were exterior building components such as walls, stairways, windows, and doors 
where moisture penetration was evident and deterioration increasing, along 
with heating systems needing major repair or replacement. Klein and Sears et al. 
(1983) studied the high-rise rental stock in Ontario and also reported a coming 
need for major capital expenditure. The problem in these buildings was not age 
but the "inadequacy of initial design and construction:' The buildings were 
structurally sound, but there were problems of keeping them weather-tight 
(roofs, walls, and windows were all problems); parking garages, slab balconies 
and railings had structural problems; and often galvanized pipes and heating 
boilers and pumps needed to be replaced in the coming years. A similar situa
tion was reported in private, government, and third-sector housing stock. 

It cannot be determined whether this situation is common across Canada; 
further data collection and analysis are necessary. However, the broad picture 
may well be the same because the age of the stock and the financial circum
stances oflandlords are roughly similar. The rental housing stock is presently in 
good repair, but it may depreciate rapidly over the next ten years because of age, 
inadequacies of original design and construction, and the accumulated effects 
of "patch-up" maintenance where practised. If so, investment in the existing 
stock on a scale not seen over the last forty years may be necessary in order sim
ply to maintain the current level of rental housing services. This could represent 
a challenge for future housing policy because the situation is arising after a pro
longed rent-cost squeeze (see subsequent section). For the landlord, forecast net 
rental revenue must be sufficient to generate a return on invested funds if the 
project is to be undertaken. 

This issue is important in thinking about housing adequacy and affordability 
because many of these dwellings, especially the low-rise buildings, have low 
rents and are occupied by low-income households. Demolition would remove 
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Table 5-2 
Indices of prices of inputs into the production of housing services: 

Canada, 1949-1985 

Property Mortgage Water, fuel, All items 
Rent taxes" interest" Insurance" electricity CPI 

(a) 1949=100 

1949 100 loot 100* 100 
1956 135 128 117 118 
1961 143 152 123 131 

(b) 1961=100 

1961 100 100 100 100 100 100 
1966 104 119 120 125 100 111 
1971 123 159 199 198 117 133 

(c) 1971=100 

1971 100 100 100 100 100 100 
1976 120 126 199 266 173 149 
1981 157 173 296 435 342 237 

(d) 1981=100 

1981 100 100 100 100 100 100 
1985 128 137 137 128 144 127 

SOURCE CHS (1961, 1971, 1981, 1985). 
" Component ofCPI Ownership Index. 
t Approximated as CPI Ownership Index. 
:/: Approximated as CPI Household Operation Index. 

units such households can afford, often to be replaced by new units which they 
cannot afford, while major capital repairs would require either significant rent 
increases or significant subsidies. 

OTHER INPUTS 

Other inputs into the production of housing services are labour, water, heat, and 
light. These are widely available now and likely to be available in the future. 
Since 1945 there have been dramatic changes as indoor plumbing, central heat
ing, and modern electrical systems have been added; changes have been greatest 
in small towns and rural areas. Virtually all Canadian housing stock now has 
complete mechanical systems. It seems unlikely that there will be problems with 
adequate supplies oflabour, water, heat, and electricity over the coming decade. 

The relative prices of these inputs have changed relatively since 1945. A proxy 
for water, fuel, and electricity prices is that component of the Consumer Price 
Index (CPI) (see column five of Table 5.2). During the 1950S and 1960s, these 
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prices rose more slowly than the CPI and the prices of other inputs into the pro
duction of housing services, but in the 1970S, this changed as the water, fuel, and 
electricity index rose faster than other price indices. Into the 1980s, the index 
continued to rise but not as quickly. 

Three other costs paid by producers of housing services are property taxes, 
insurance, and mortgage interest. Almost all housing suppliers mortgage to 
purchase housing stock, so a cost of production is the payment of interest on the 
loan. The measure of the mortgage interest costs faced by suppliers over time is 
not the index of market interest rates in each year but the index of rates on mort
gages outstanding. No index is available for landlords, so the index for home 
owners will have to serve for all suppliers. Table 5.2 reports price indices for these 
inputs. In the 1950S and 1960s these indices rose faster than the CPI. In the 1970S 
property taxes rose less rapidly than the CPI whereas interest costs and the 
insurance index rose more rapidly. In the 1980s these costs have paralleled gen
eral price increases. 

THE FINANCIAL SITUATION OF SUPPLIERS 

A composite picture of the rent-cost situation of housing suppliers, particularly 
private landlords, since 1945 (see Table 5.2), shows that in the 1950S, rents rose 
faster than the CPI and roughly kept pace with costs. In the 1960s rents rose less 
rapidly than the CPI, but costs rose more rapidly than rents. In the 1970S, this 
rent-cost squeeze became acute. Rents rose less than all prices, and costs rose fas
ter then rents. In the 1980s prices, rents, and costs have moved together. Thus, 
private producers faced a squeeze in the 1960S, which considerably tightened in 
the 1970S, and no readjustment has occurred in the 1980s. 4 Interestingly, the val
ues of rental properties did not fall in the 1970S in spite of this rent-cost squeeze. 
Into the 1970S investors in rental real estate did well although values began to fall 
in some areas in the 1980s. 5 

The fundamental picture is thus clear. The business of supplying housing ser
vices as a private landlord became less attractive as rent increases fell short of 
cost increases. Unless there is an upward adjustment in rents or new government 
subsidies, there will be little incentive to renovate the existing stock, increasing 
pressure to convert to condominiums or to demolish buildings, and fewer per
sons or firms who wish to become housing suppliers. 

Government and third-sector landlords face the same squeeze, although it 
manifests itself differently. The government is a landlord via its ownership of 
public housing units. Rents are not market determined but geared to the income 
of tenants. At best, tenant incomes, and therefore rents, might be expected to 
rise over time with the general price level. Because public housing landlords 
have long-term mortgages, they have not faced interest increases; yet they still 
have to face the same increases in other costs as private landlords. The subsidy 
cost per public housing unit has risen faster than the general price level. Private 
landlords face a profit squeeze; public landlords face rising subsidies. Ironically, 
the results have been similar; private individuals and firms have become less 
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willing to become landlords, and governments have become less willing to build 
new public housing. 6 Third-sector landlords charge rents to cover costs. Long
term mortgages protected old landlords from mortgage interest increases; but 
new landlords began with high interest rates (or large subsidies). Other costs 
have risen rapidly for third-sector landlords, just as for private landlords, and 
rents have risen to cover them. 

Finally, of course, the production costs for home owners have risen in the 
same fashion. They have faced large increases in mortgage interest, insurance, 
and fuel costs. The costs have been offset by capital gains on their housing stock 
- gains which are sustained by future strong demand for owner-occupied hous
ing. It should be noted that these gains for many owners are accrued but not 
realized; some first-time buyers and some elderly owners have faced cash-flow 
problems. 

OTHER SUPPLIER DECISIONS 

In the short run, existing suppliers act as property managers. Other decisions 
facing existing suppliers are whether to supply to the ownership or rental market 
and how many dwellings to supply. Usually with minor alterations to a building, 
~uppliers have flexibility in this regard. Private landlords and home owners 
often make changes; government and third-sector landlords usually remain in 
the rental market supplying the same number of dwellings. 

Private landlords with detached or semi-detached houses can reduce the 
number of dwellings and can transfer their buildings to the ownership market. 
Young families may purchase a house and live on one floor while renting out the 
basement and other floors; gradually, the family ceases renting floors of the 
house and occupies the space itself. This was common among immigrants, who 
would frequently rent to still more recent arrivals. The transfer of a house from 
multiple unit rental to single unit ownership can also occur when a building is 
sold, a process now associated with gentrification. Also, multiple unit rental 
buildings can be converted to condominiums. These transfers depend on the 
value of the building if used in the rental market, compared to its value to home 
owners. Given the rent-cost squeeze on private landlords and the strong 
demand for home ownership, this transfer to ownership is likely to continue. 

Transfers from the ownership to the rental market can also occur, often 
resulting in an increased number of dwellings. The most important transfers are 
when home owners rent out a portion of their homes. Other transfers occur 
when owners rent their homes, usually temporarily, and when condominium 
owners rent their units. The renting of a portion of an owner-occupied house 
depends upon the value of the space in its two alternative uses. 7 Such transfers 
may represent important sources of future rental dwellings and affordable units. 
Older home owners may wish to remain in their homes but also get some 
income from their housing stock. This is emerging as a policy issue in some 
cities. Existing regulations often restrict these transfers and an important ques
tion for housing policy will be whether to ease the regulations. 
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IMPACTS OF GOVERNMENT PROGRAMS 

A thrust of federal housing policy has been to ensure an adequate flow of mort
gage financing for those who wish to buy apartment buildings or homes and 
become suppliers of housing services. For example, early initiatives were in the 
form of joint loans, mortgage insurance, and direct lending; in the late 1970S the 
initiative was to develop a graduated payment mortgage in response to the tilt 
problem. 

Another group of programs dealt with input costs to suppliers, mainly prop
erty taxes and heating costs. The entire complex of provincial-municipal finance 
and the assignment of responsibilities to the two levels influences the level of 
property taxes. There. are great differences among the provinces (see Higgins 
1986). From 1945 municipal expenditure responsibilities grew rapidly and most 
provinces acted to check the growth of property taxes by increased grants and a 
transfer of responsibility to the provincial level. There have often been calls to 
give municipalities other tax sources or to establish formal revenue sharing with 
the provinces to reduce property tax increases further, but these have not been 
heeded and are unlikely to be in the future. 8 

Governments also acted in the 1970S to cushion housing suppliers (and all 
users of oil products) against increases in oil prices. The federal government 
held Canadian oil prices below world oil prices, subsidized the conversion from 
oil to other heat sources, subsidized home insulation, and underwrote research 
on retrofitting existing buildings. Many provinces offered additional assistance. 

Not all government programs have been to the advantage of housing suppli
ers. The most obvious example is provincial rent regulation. At different times 
and in different provinces, regulation has taken various forms. Most schemes 
have established an allowable annual rent increase, with provisions for extra 
increases if the landlord's cost increases warranted. Sometimes, new units were 
exempted, as were government and third-sector buildings. Binding regulations 
keep rents low and so benefit existing tenants at the expense of existing land
lords. When rents are held down, maintenance is reduced, new construction is 
reduced, vacancy rates fall, mobility is reduced, and non-price mechanisms 
ration the available units. That these are the effects of binding regulation cannot 
be debated, but the magnitudes of these effects is debated. The magnitudes 
depend on the particular scheme and the particular housing market, but there is 
always a fundamental trade-off. The more rents are depressed and the more 
existing tenants benefit, the more landlords are hurt and the greater the negative 
effects such as reduced maintenance, construction, and mobility. 

Although not intended, changes in income tax laws since 1945 have reduced 
the attractiveness of being a private landlord. Early on, investing in residential 
rental real estate had several advantages. As a tax shelter, losses generated by cap
ital cost allowance (CCA) could be applied against other income. Also, CCA 
tended to be larger than actual depreciation. And, capital gains realized on the 
sale of a building were exempt from tax. The thrust of tax reform since 1945 has 
been to try to remove special advantages and treat all forms of income and all 
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types of economic activity similarly. While tax neutrality is laudable, the advan
taged sector is hurt when tax advantages are removed. 9 

The 1971 tax reform removed the tax shelter advantages for individual inves
tors and taxed 50% of realized capital gains. Interestingly, home owners kept all 
their tax advantages and their removal has never seriously been contemplated. 
In 1974 the tax shelter was restored with the MURB program. Although 
intended to last one year, the MURB program was renewed and not finally ter
minated until 1981. In 1985 individual taxpayers were given a lifetime capital 
gains exemption that was capped in 1987 at $100,000. Also in 1987 CCA was 
reduced for new investors in rental real estate. On balance, tax reform removed 
advantages to investing in rental buildings, and the 1987 changes continued the 
trend. . 

Finally, many federal and provincial housing programs have assisted suppli
ers of housing services and so encouraged new rental construction. Some have 
required that assistance be passed on to tenants as reduced rents, for example, 
the federal LD program; but others such as ARP or CRSP have not. Annual 
funding of such programs has varied greatly. There has been an on-again off
again pattern. Some of the funding increases in the middle to late 1970S were 
attempts to offset the negative effects of rent controls and tax changes. Little is 
known about the net effect of these programs on the level of housing stock in 
Canada. Certainly, there are more housing suppliers than there otherwise 
would have been; but also many who received assistance would have become 
suppliers in any event. Furthermore, borrowing to finance a government hous
ing program pushes up interest rates and reduces unsubsidized construc
tion. lo 

Running throughout the second half of the post-war period has been the pol
icy question of whether to subsidize rental accommodation for households that 
are not poor. Different housing programs suggest different answers. For 
example, rent controls imply the answer is yes. Removing tax advantages implies 
no. ARP and CRSP imply yes. At present, the federal government seems to be 
answering no and arguing that housing assistance should be targeted at those in 
core housing need. 

The Demand for New Stock 

Housing stock changes are market outcomes, combining demand, supply, and 
government. Considering the demand for housing stock follows naturally from 
the analysis of the suppliers of housing services. The supply side of the housing 
services market becomes the demand side of the housing stock market because 
existing suppliers or potential new suppliers are the demanders of new stock. 
People or firms demand housing stock because they want to become housing 
suppliers. New stock can be added by renovation, new construction, or conver
sion. The demand for owned homes is considered in Chapter 3 and is not 
explored further in this chapter. 

For private landlords, the decision to renovate or to acquire a new building is 
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an investment decision. Existing or potential landlords look at the rate of return 
and the risks and compare these to the rate of return and risks in other available 
business opportunities. The rent-cost squeeze, rent controls, and tax changes 
have made the business of supplying housing services less attractive. Although 
these programs may have other desirable effects, their implications for the 
demand for new stock must be acknowledged. 

Without higher rents, lower costs, changes in the tax and regulatory environ
ment, or new government subsidies, expansion of the private rental housing 
sector will remain unattractive. 11 This is widely recognized when discussing 
new rental construction. It is now recognized that the same picture applies to 
renovations of the existing stock. Much of our rental stock could soon enter a 
phase in which it depreciates rapidly. To maintain the existing stock will require 
substantial capital expenditures, but as a business proposition, this has become 
less attractive. 

When private landlords acquire new stock, either through renovation or a 
new building, the purchase is usually financed with a mortgage. The price and 
availability of mortgage credit help determine the demand for new stock (along 
with forecast future rents and other costs). Canadian capital markets are now 
well developed and mortgage credit at the market interest rate is likely to be 
available for new construction in the future. 

Lending for renovation, however, may present problems. Renovation loans 
differ from new construction loans. They are generally smaller per dwelling but 
carry higher administration costs. The quality of the original dwelling as well as 
the proposed renovation must be appraised, and the system of inspecting work 
in progress is not as developed. New construction loans are usually advanced as 
work progresses, and the value of the property rises as work progresses. With 
renovation, the value of the property falls in the early stages; when things have 
been torn up and nothing has yet been replaced. Loan advances are therefore 
more risky. But these problems are characteristic of the renovation process, and 
it is unlikely that public sector loans without subsidy would be any different 
from private sector loans. 

The demand for new stock from government and third-sector landlords does 
not depend on the rate of return in housing; but the relationship of revenues and 
costs is still relevant. The government's willingness to expand public housing is 
not independent of the subsidy per dwelling. Renovation of existing public 
housing units will require either increased rents or increased subsidies. Third
sector buildings will also require capital improvements over the next few 
decades, which will require either rent increases or increased subsidies. Klein 
and Sears et al. (1983) examined a "typical" third-sector building and estimated 
the rent increase necessary to pay for the capital investments. The absolute rent 
increase needed was not unlike that needed by private landlords; but the per
centage increase was much higher, almost 45%, because current third-sector 
rents are lower. 

In summary, the demand for new rental stock, either renovation or new 
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construction, has been diminished by the rent-cost squeeze and the changes in 
taxes and regulations (and by such other factors as demographics and house
hold tenure choice). Also, government programs to stimulate the creation of 
new stock have been cancelled or curtailed. The strength of future demand will 
depend upon government's willingness to let private rents rise or to subsidize 
private activity, to expand its role as a landlord, and to subsidize third-sector 
landlords or to let third-sector rents rise. 

Suppliers o/New Housing Stock 
The demand side of the housing stock market has been shown to be linked to the 
suppliers of housing services. The suppliers of new housing stock are the reno
vation industry, the new construction industry, and do-it-yourselfers. 12 

THE RENOVATION INDUSTRY 

The renovation industry uses available technology to combine an existing 
building, building materials, and labour in the production of housing stock. 
Little is known about the industry supplying renovation in Canada. Impres
sionistic evidence reveals many small firms and almost no large firms; which 
suggests low fixed costs to establishing a business and few economies of scale in 
operation. Each job is unique because it must take place in an existing building
buildings which, even if similar at time of construction, have depreciated at dif
ferent rates and have had different patterns of maintenance and renovation. 
Often, the structural characteristics and quality of the existing building are not 
fully known until the renovation project has begun. Firms often leave the indus
try because they fail or because their operators find better work elsewhere. Like 
the construction of new buildings, the pattern is not of one firm doing all the 
work but of a general contractor undertaking the job and subcontracting work 
to other firms or individuals: for example, framers, electricians, plumbers, 
drywallers, tile-setters, and roofers. A problem for the general contractor is the 
scheduling of the various trades because they cannot all be on site at once. The 
trades move from job to job. 

The price and availability of trades depends on demand in new residential 
construction and in non-residential construction. Table 5.3 provides price indi
ces for building materials and construction labour since 1949. Building materi
als prices have moved closely with the general price level (Table 5.2); construc
tion labour increased in price more rapidly than general prices in the 1950S and 
1960s, but has matched general price change since. It seems likely that the prices 
of these inputs will match general price changes, but over any short period, their 
prices may rise rapidly, and problems of availability may arise depending on the 
demand for trades and materials elsewhere. 

In some ways, the renovation industry is like the new construction industry. 
It uses building technology, has the same general contractor-subcontractor 
structure, and uses the same inputs. However, there are also important differ
ences. The separate building projects are more heterogeneous. The price and 
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Table 5.3 

Mortgage interest rates and indices of prices of inputs 
into production of housing stock: Canada, 1949-1985 

% change Real 
Mortgage inGNE mortgage 

Building Construction interest implicit interest 
materials labour Land rate price index rate* 

(a) 1949=100 

1949 100 100 lOot 5·7 4·3 1·4 
1956 129 152 210 6.2 3·6 2.6 

1961 128 200 258 7.2 0·5 6·7 

(b) 1961=100 

1961 100 100 100 7.2 0·5 6.7 
1966 121 128 133 7.6 4·4 3.2 

1971 145 210 187 9·3 3·2 6.1 

(c) 1971=100 

1971 100 100 100 9·3 3.2 6.1 

1976 154 173 201 11·9 9·5 2·4 
1981 236 259 318* 18·5 10.6 7·9 

(d) 1981=100 

1981 100 100 18·5 10.6 7·9 
1985 122 129 11·3 4·1 7.2 

SOURCE CHS (various years), Economic Review (1984). 
* The real mortgage interest rate is calculated as the nominal mortgage interest rate 
minus the price change in that year. 
t The 1949-61 index is estimated from data on the cost ofland used in NHA-financed 
houses. * Refers to 1980. The series has not been published since 1981. 

availability of land are not central issues. The construction process is more 
labour intensive, must occur in a more confined space, and must consider much 
more the disruption of adjacent activities. 

Perhaps the most important difference is that the two industries are at differ
ent stages in their evolution. The situation of the renovation industry in the mid 
1980S resembles the building industry in the early post-war years. And, the pub
lic policy problems now are like the public policy problems then. A strong 
demand for renovation is emerging, and one must ask whether bottlenecks or 
problems in meeting that demand exist. CMHC can play a role in funding 
research into building technologies and in developing standards. Both CMHC 
and provincial governments should consider disseminating information to 
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households on the economics of renovation, the approval process, and the pro
cess of dealing with a renovation contractor. These governments could assist in 
formulating some form of regulation or self-regulation for the industry which 
would provide for warranties and liabilities in the event of faulty workmanship. 
Provincial and local governments should examine their existing regulations to 
see how the balance between the interests of individual owners and their neigh
bours affects the level of renovation. 

THE NEW CONSTRUCTION INDUSTRY 

The new construction industry combines labour, building materials, and land 
to produce housing stock. Chapter 8 considers the production technology and 
the organization of the industry in more detail. There has been much technolog
ical progress since 1945, some of it supported by CMHC and the National 
Research Council. The industry once characterized by a proliferation of many 
small firms now includes both small and large firms; some of the latter are pub
licly traded companies that build all over the world. 

Table 5.3 provides indices of the prices of inputs into new housing and infor
mation on nominal and real mortgage interest rates. The data reflect the peri
odic problems of the industry since 1949 with the prices of inputs. Building 
materials prices have risen at approximately the same rate as general prices; and 
their supply has never attracted much attention. Construction labour costs rose 
more rapidly than general prices in the 1950S and 1960s. This did cause concern; 
labour costs, labour productivity, and the role oflabour unions were key issues 
in the debates about the cost and affordability of housing. Since the early 1970S 
labour costs have risen at about the rate of all prices, and so have receded in pol
icy debates. It seems unlikely that either labour or materials costs will rise more 
rapidly than prices, as a long-term trend, although these costs will fluctuate con
siderably in the short run. 

In the 1970S the problem was land cost. The Federal/Provincial Task Force on 
the Supply and Price of Serviced Residential Land (Greenspan 1978) concluded 
that the boom in land prices was not caused by monopoly developers or land 
owners or by local governments restricting new developments and demanding 
"gold-plated" services. The 1970S boom was caused by an extraordinary con
junction of factors: inflation accelerated; real income exploded; the stock mar
ket dropped; the baby boom entered the new home buying years; capital gains 
taxes were introduced but exempted owner-occupied housing; downpayment 
requirements fell; and real mortgage interest rates fell. An unanticipated surge 
in demand sent land prices soaring and speculation sent them higher still. The 
Task Force identified factors leading to a longer term upward creep in prices, 
including federal programs which stimulate demand, provincial and local poli
cies which restrict development, and increasing servicing standards. These pro
grams pursue desirable goals, but they also have the effect of raising land prices. 
Careful monitoring of this undesirable side effect is warranted over the coming 
decades. The Task Force found no evidence of monopoly among developers or 



90 George Fallis 

land owners, but noted several trends which favour large companies over small 
and warned that monopoly power could become a significant problem in the 
future. Continued monitoring of this seems appropriate as well. 

The effect of mortgage credit on supply should also be recalled. Mortgage 
credit influences demand, and therefore the volume of new construction. 
Changes in overall economic activity - and in government fiscal and monetary 
policies - have led to great fluctuations in the levels of housing starts. Since at 
least 1945, the unstable nature of mortgage lending and of the residential con
struction industry has been of concern. In the 1960s and 1970S, this concern led 
to some major studies: for example, The Royal Commission on Banking and 
Finance (Canada 1962), The Residential Mortgage Market (Poapst 1962), and 
Toward More Stable Growth in Construction (Economic Council of Canada 
1974). Over time, the response in Canada has been to integrate the mortgage 
market into the national system of capital markets and remove regulations on 
bank lending, interest rates, and NHA loans. As a result, cyclical effects on new 
housing starts became more the result of shifts in mortgage interest rates than of 
the availability of credit. The desire to moderate the fluctuations in residential 
construction has waned as economists and politicians have become less san
guine about their ability to use fiscal and monetary policy to stabilize short-run 
fluctuations. Housing will likely remain, however, a sector to boost when gen
eral stimulus is required. 

DO-IT-YOURSELFERS 

Much renovation is undertaken by home owners and small landlords them
selves and by trades hired by the owner, rather than by general contractors. Also, 
much home building, especially in rural areas and small towns, is done by the 
home owners themselves. In another variant, building cooperatives buy materi
als, pool labour, and occasionally hire trades (which the cooperative members 
cannot supply themselves) in order to build a home that is then owned by the 
member rather than by the cooperative. Reliable data to measure the extent of 
do-it-yourself activity is lacking; by its nature, it is outside normal data collec
tion procedures. When national income is computed, some of this activity is 
captured because sales of building materials are assumed to be used in the con
struction of housing stock; however, the value oflabour supplied is not included 
in the calculation of the value of housing stock created. Much of the activity 
occurs outside any regulatory framework, and therefore, no government 
records are available. Some of the activity is illegal. Many small renovations in 
urban areas occur without securing the necessary minor zoning variance or 
building permit, and many rural homes are built without building permits. 
Much ofthe home building is not financed by mortgages from the formal finan
cial system, so this way of monitoring building activity is also unavailable. 

Do-it-yourself building is part of a rapidly expanding informal economy. 
Many believe that the informal economy is important for community develop
ment in rural areas, small towns, and within large urban centres. It is 
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hard to establish whether proposals to expand the informal economy are the 
dreams of utopians or a practicable alternative to the market economy. How
ever, the experience of rural areas and small towns makes one ask whether it 
might offer lessons for larger cities. Much of the new housing stock in rural areas 
is supplied by do-it-yourselfers - outside the market economy, outside the for
mal mortgage market, and also largely outside the purview of federal housing 
policies (as the latter have focused on established markets, the established build
ing industry, and the formal mortgage market). The quality of housing in rural 
areas and small towns has improved since 1945. Whether the same approach is 
applicable for large centres is not, however, immediately obvious. In rural areas, 
low-income persons can be home owners by building themselves, but this is less 
feasible in large cities where land prices are higher. Similarly, it is not obvious 
what governments can do to encourage the informal economy because the 
informal economy is inherently antithetical to government. But we must recog
nize that the very regulated housing markets oflarge cities - with official plans, 
building codes, zoning by-laws, and elaborate procedures for approval, permis
sion for variance, and enforcement - suppress certain undesirable sorts of out
comes, but also suppress the informal economy and so restrict use of a 
do-it-yourself strategy to improve housing. 

THE IMPACTS OF GOVERNMENT PROGRAMS 

Most government housing programs focus on the demand side of the housing 
stock market and were discussed above in the context of the suppliers of housing 
services. In the early post-war period, CMHC helped develop the residential 
construction industry; it had much success and further efforts are not needed. 
CMHC also conducted research into building technology, and here a continu
ing role is appropriate. Few tax advantages are granted to the building and land 
development industry, the exceptions being the deductibility at the time 
incurred of soft costs and carrying costs on vacant land. However, these advan
tages gradually were restricted and, under 1987 tax reform, phased out by 1991. 
However equitable, this reform raises the after-tax cost of producing housing 
stock and reduces the quantity of construction. Perhaps the most important 
influence of government on suppliers of new stock is through regulation at the 
municipal level. Originally, subdivision approval was the most important pro
cess, but the regulation of redevelopment is of growing importance. 

Conclusion 
Throughout most of the post-war period, consideration of the supply side of 
housing included only the production of new houses or apartments. The focus 
on new residential construction is understandable and was probably appropri
ate as Canada emerged from the depression and World War II, then sought to 
deal with economic growth, rapid city growth, and the repercussions of the baby 
boom; and then finally in the 1960s and 1970S, Canada sought to provide public 
housing for the disadvantaged. However, this narrow focus is less and less 
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appropriate. More attention must be paid to the existing suppliers of housing 
services, particularly rental housing services and their decisions about renova
tion. This shift may be more difficult than at first appears. CMHC has had less 
involvement with suppliers of existing private rental housing. And even if the 
Federal government wished to become involved, the constitution may constrain 
it. The shift will likely require greater provincial involvement. 

Within a supply perspective the questions about housing progress become: 
Are the industries that supply services and stock developing? Are they able to 
respond to the demand side? Have any shortages of inputs or barriers to the 
inflow of inputs been removed? Have we become more efficient producers of 
housing services and housing stock? The answer to each surely must be: yes, we 
have made much progress since 1945 on the supply side. 

However, certain issues do require attention in the future. Many of the exist
ing suppliers of rental housing services - private, government, and third-sector 
landlords - own housing stock which is likely to depreciate more quickly than 
before. But replacing this stock with renovation or new construction is presently 
not attractive. The rental stock may deteriorate unless there is an increase in 
rents or an increase in government subsidies. The challenge of the next decades 
will be to find the right balance of rent increase~, increased government subsidy, 
and regulatory reform to ensure an adequate supply of rental housing services. 

Notes 

1 Supply side analysis also considers whether there is non-competitive behaviour by sup
pliers. However, the markets for housing services and housing stock are thought to be 

quite competitive. See Muller (1978) and Greenspan (1978). 

2 There is often debate about the degree to which tenants should be consulted and 

involved. 

3 For some units, maintenance has been reduced because demolition is likely; for some 

others, it has been reduced because of rent controls. 

4 The CPI rent index understates true rent increases; but with an appropriate correction, 

the basic picture remains. See Fallis (1985). 

5 See Smith and Tomlinson (1981) for evidence that Ontario's rent r~gulation scheme 
reduced the value of apartment buildings. 

6 Interestingly, while the decline in new public housing is primarily caused by other fac
tors, governments have been unwilling to promote rent supplements as an alternative - a 

program with similar expected subsidies but without most of the problems of public 

housing. 
7 The context oflocal government regulation, especially zoning by-laws, specifies whether 

a conversion is possible and influences the value of space in each use. 

8 In many jurisdictions, property tax assessments are regarded as unfair because the ratio 

of assessed value to market value varies across residences. A change to market value 

assessment would likely reduce property taxes on rental dwellings, on average, and 
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increase taxes on owner-occupied homes, especially older inner-city homes (see Kitchen 

1984). 

9 Conversely, when advantages are granted, the sector expands; thus, there are always pres

sures to restore advantages, and this has certainly been the case in housing. 

10 A temporary government lending program will have no effect on the long-run stock of 

housing. The gross impact of these housing programs is easy to measure: it is the number 

ofinvestors who are assisted. However for program evaluation the important result is the 

net impact: the number of additional rental units created. See Smith (1974), Fallis (1985), 

and Miron (1988). 

11 This, of course, is apart from other factors which influence demand - and therefore rents 

in an uncontrolled market - such as demographics and income. Some argue that the 

rent-cost squeeze is not a problem but merely reflects the fact that households are 

transferring to the ownership market. When demand increases, rents will rise, and new 

supply will be forthcoming. 

12 For a more recent survey of knowledge about suppliers of housing stock, see Clayton 

Research Associates Limited (1988). 



CHAPTER SIX 

Financing of Post-war Housing 

James v. Poapst 

THE AVAILABILITY and terms of financing influence how much housing is 
demanded, by whom, and when. Given other conditions of demand for hous
ing, the size and quality of the housing stock, access to and affordability ofhous
ing, and security of tenure will be higher, the easier the availability, terms, and 
conditions of housing finance. 

Housing is financed almost entirely through mortgage loans and owner 
equity. The major mortgage lenders are financial institutions: banks, trust and 
mortgage loan companies, credit unions and caisses populaires, life insurance 
companies and pension funds, and several other smaller institutions. These 
lenders are commonly referred to as the "lending institutions." Other lenders 
include government agencies, individuals, and non-financial corporations who 
make loans to further their sales or to assist employees with their housing. 
Owner equity is the difference between the value of the property and the 
amount owing, if any, on any first and junior (that is, second or subsequent 
ranking) mortgages, or other claims against the property. Owners obtain equity 
funds from household savings (including their own labour - "sweat" equity), 
other loans, and share issues in the case of corporations. 

Housing requires large amounts of financing. Newly-approved residential 
mortgage loans by private lending institutions in 1985 amounted to fully $30 bil
lion; this does not include credit unions and caisses populaires; nor does it 
include loans by individuals, non-financial corporations, or government agen
cies. By comparison, gross new Canadian dollar issues of corporate bonds 
amounted to $4 billion. Similarly, residential mortgage debt outstanding with 
private institutional lenders was $115 billion in 1985 compared to $34 billion for 
corporate bonds outstanding (Bank of Canada, Review). 

Milestones of Progress 1 

The supply of residential mortgages at the end of World War IIwas composed of 
three main segments: joint loans made by private lending institutions and 
CMHC, conventional loans made by private lending institutions, and other 

94 
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loans. NHA lending (joint loans) was confined to new housing - partly to focus 
limited funds on expanding the housing stock and partly to create employment 
(which helped justify federal activity in an area of provincial responsibility). The 
major lending institutions were the life insurance companies, which accounted 
for 90% of private NHA lending before 1954. Joint loans were limited in size, but 
they could be made for higher loan-to-value ratios than could conventional 
loans; and joint loans were fully amortized with a term to maturity of twenty 
years or more at a fixed and subsidized rate of interest. The government pro
tected lending institutions against default losses free of charge. Such free protec
tion in itself is a subsidy. Also, CMHC had authority to lend directly to qualified 
borrowers if private loans and NHA loans were not available on "reasonable" 
terms and conditions. 

All other institutional lending was in the form of conventional loans. These 
were made on new and existing property, were not subject to regulatory limits in 
amount, term, or interest rate, but were restricted to 60% or less of the appraised 
value of the property. Trust and mortgage loan companies typically made five
year loans, which was the maximum period that they could legally control 
prepayments and the period up to which they typically issued their own 
obligations. 

The third segment, other lenders, included individuals, corporations with 
some special interest in housing, and government agencies other than CMHC. 
In the early post-war years, individuals were important lenders on existing 
property, particularly in locations not well served by major lending institutions, 
such as old areas of cities and small and remote communities. Individuals often 
made first or second mortgages when selling their property (vendor mortgages). 
Second mortgages commonly were made at first mortgage rates or other rates 
that were low relative to risk. This reflected the lender's dual interest in the 
property. Cheap credit improved the sale price or otherwise facilitated the 
transaction. 

Faced with large demands for mortgage funds after the war, the government 
had a choice between vastly expanding its own lending or fostering the growth 
of private supply. The former was not feasible, whereas powerful levers could be 
applied to private lending institutions. The federal government had authority to 
regulate the activities of most major financial institutions either exclusively 
(banks) or with the provinces (life insurance, mortgage loan, and trust compa
nies). 

RESTRUCTURING FINANCING UNDER NHA, 1954 

The first milestone of progress in financing post-war housing was reached in 
1954 when NHA-insured loans replaced joint loans, and banks were admitted to 
NHA lending. This simultaneously increased the government's control over its 
own mortgage lending, expanded the private supply of NHA funds, and 
removed two mortgage-based subsidies. The government's share of joint loans 
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had been provided at a below-market rate of interest, and the private lender's 
share had been guaranteed by the government free of charge. The borrower now 
paid an insurance premium. With the worst years of housing shortage over, and 
the veterans' needs met, housing subsidies for middle-and high-income groups 
were hard to justify; and NHA loans provided few owned homes for low-income 
households. 

Bringing the banks into NHA lending was a big, bold step: big because the 
banking system was head, shoulders, and torso larger than each of the other 
types of lending institutions; and bold because of a strong tradition against 
mortgage lending in Canadian banking. Bankers saw their primary role as pro
viding short-term working capital loans to business. Mortgage lending was con
sidered risky, a view influenced by US bank experience. Mortgage insurance 
would protect against default risk, but the loans still were less liquid than 
demand loans and vulnerable to the risk of rising interest rates. That banks 
eventually accepted twenty-five-year fixed-rate lending undoubtedly reflects the 
relative stability of interest rates over the two preceding decades. 

Unlike other lending institutions, the banks had branches in many small and 
remote communities. They were situated to reduce the demands on CMHC for 
direct lending in these areas, and hence reduced the need for subsidized lending. 

Once authorized to make NHA loans, the banks moved quickly into the mar
ket. Initially, CMHC performed property appraisals for the banks and aug
mented its own branch system to do so. It was a time of easy money. By 1955 
banks drove the going NHA interest rate below the ceiling rate then imposed on 
NHA loans for the only time in the history of the ceiling rate. 

This milestone saw borrower affordability and accessibility to housing main
tained or improved directly through improved efficiency of Canada's financial 
system. Easing the demand for government funds to finance market housing 
helped conserve government resources for later use in social housing. Bankers 
and central bankers played their role, but from the perspective of developing the 
residential mortgage market, this was CMHC's biggest step forward. 

INCREASES IN LOAN-TO-VALUE RATIOS 

In conventional lending by federally regulated life insurance, mortgage loan and 
trust companies, the longstanding maximum loan-to-value ratio of 60% was 
raised to 66¥3% in 1961, and 75% in 1964, which in time became the standard 
regulated ceiling for conventional institutional loans. The trend to higher 
loan-to-value ratios continued in 1966 when home ownership loans on existing 
housing became eligible for NHA insurance. 

High-ratio lending reduces the demand for junior mo~tgages which, apart 
from those of dual-interest lenders, necessarily carry a high rate of interest 
because of the risk. Lending institutions could make a 75% first mortgage at a 
rate of interest below the weighted average rate on a 60% loan and a 15% second 
mortgage. The difference could be 2 percentage points or more. Private lenders, 
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encouraged by the success of NHA loans, wanted these changes and responded 
to them. Consequently, 1964-6 stands as a milestone marking another mort
gage-based advance in the affordability of, and access to, housing, achieved by 
lender response to the easing of a constraint. 

THE BANK ACT, 1967 

The Bank Act, 1967 authorized conventional mortgage lending by banks, which 
enabled them to make loans on existing rental property and on other properties 
not covered by NHA. More important, the Act, in a provision proclaimed in 
1969, removed the historic interest rate ceiling (6%) on all bank loans. After 
1959, when market interest rates rose above 6%, the banks virtually withdrew 
from NHA lending. Lending at 6%, or purchasing loans originated by others at 
the going rate, did not fit their investment strategy. It complicated an already 
difficult problem of credit rationing. At this time, banks treated residential 
mortgage lending as a residual outlet for funds, lending actively when funds 
were plentiful and cutting back heavily when funds were scarce, to serve better 
their traditional loan demands. Not lending also added to pressure on govern
ment to remove the 6% ceiling. The new Act opened the door for wider and 
more continuous involvement of the banks in mortgage lending. It also opened 
the door to more active personal lending, thereby facilitating equity investment 
in housing. 

INTEREST RATE CEILINGS REMOVED 

The 1969 removal of the interest rate ceilings for bank loans and NHA loans 
brought the banks back into mortgage lending and also made the supply of 
NHA funds less unstable. As interest rates in general rose during the 1950S and 
1960s, monetary restraint could be imposed on house building simply by "hold
ing the rate:' The private supply of NHA funds would diminish, and house 
builders and home buyers would have to turn to more costly combinations of 
conventional loans plus junior mortgage financing or defer their plans. The 
upwardly sticky rate disrupted house building, and as a (passive) selective credit 
control, it was inequitable compared to general monetary control. Research 
showed mortgage borrowing was interest-rate sensitive, and consequently, gen
eral monetary control would still have a significant effect on house building 
(Smith and Sparks 1970). 

SHORTER NHA MINIMUM TERM 

A longstanding objective of the Housing Acts was to replace the historic five
year renewable (rollover) mortgage with a longer, fully amortized mortgage. 
This reduced the borrower's risk from interest rate variations (interest rate risk) 
and risk from non-renewal. With rising and more variable interest rates, how
ever, banks, trust, and loan companies needed loans with maturities closer to 
those of their liabilities, that is, from demand up to five years, the maximum 
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term for which they could legally control prepayments, as noted above. Also, for 
borrowers concerned that interest rates might decline sometime in the not-too
distant future, the five-year rollover loan gives access to those lower rates with
out the cost of refinancing. Accordingly, in 1969 the minimum term for insured 
loans was reduced to five years, and it quickly became the predominant maturity 
in loans for home ownership. Interest rate risk was shifted back to the borrower. 
Subsequently, the minimum term was reduced to three years (1978) and to one 
year (1980). Shortening minimum term, however, was progress in a defensive 
sense; it did maintain the private supply of NHA funds. On the positive side, a 
wider range of options can be provided to borrowers should interest rate risk 
decline sufficiently to make long-term fixed-rate lending viable again. 

PRIVATE MORTGAGE INSURERS 

In 1970 federal legislation authorized private mortgage insurance, and from 1971 

to 1973 most provinces passed parallel legislation. By the mid 1970S three private 
insurers - Sovereign Mortgage Insurance Company, Insmore Mortgage Insur
ance Company, and the Mortgage Insurance Company of Canada (MICC) -
had a combined market share of about two-thirds of total NHA and conven
tional mortgage underwriting. Insmore and Sovereign merged in 1978, and 
Insmore and MICC in 1981; but by 1985 MICC had a market share of only 20% of 
insured lending. Nevertheless, the introduction of private insurance is a mile
stone of post-war progress in housing finance, partly because it created compe
tition for CMHC and partly for the issue it raises about how the mortgage insur
ance industry should operate in future. 

GROSS DEBT SERVICE RATIO 

In screening applicants for loans on owner-occupied housing, lenders calculate 
a gross-debt-to-service (GDS) ratio - the ratio of monthly mortgage payments 
plus municipal property taxes to the borrower's income. The GDS ratio is a 
lender's proxy for affordability, but it also affects accessibility. 

Since 1945 the maximum GDS ratio for NHA loans changed several times, 
from 23% to 27% (1957), to 30% (1972), to 32% including heating costs (1981). 

Also, many changes occurred in the variables affecting the ratio itself. Changes 
in loan sizes, interest rates, and amortization periods affected the numerator, 
and the rise in borrower incomes affected the denominator. Of all the changes, 
the most significant one occurred in 1972 when NHA lenders became authorized 
to consider any or all of a spouse's earnings rather than only 50% (introduced in 
1968) in calculating the applicant's GDS ratio. This recognized the already sig
nificant contribution to family money income made by married women. 

The GDS ratio was best suited to the traditional family in which only the hus~ 
band earned money income. The wife's contribution to the family's economic 
well-being in the form of the production of income-in-kind was recognized 
implicitly in the standards for acceptable GDS ratios. The situation changed 
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when wives entered the labour force in large numbers. How was the wife's 
earned income to be treated? Would she soon stop working to raise a family? On 
the other hand, if she was not earning money income at the time of the applica
tion, might she do so later, or in a financial emergency? As jobs for women 
increased, maternity leaves increasingly made the wife's earned income less ten
uous and more predictable, and more of it could be included in the GDS ratio. 

SCOPE OF NHA LENDING 

In 1979 two significant extensions were made in the scope of NHA lending. 
Existing rental housing became insurable, thirteen years after existing owner
occupied housing. So ended the link between government market housing pol
icy and employment policy symbolized by different terms of financing between 
new and existing housing. If NHA financing stimulated house building, it 
would be because it increased the attractiveness of housing, thereby inducing 
expansion in the stock, not because it induced house building when suitable 
housing was already available. 

The second extension involved the removal of maximum size limits on NHA
insured loans, allowing even housing for upper-income groups to be eligible for 
NHA financing. Limiting loan size made sense when NHA financing for market 
housing was subsidized, lender protection was provided free of charge, and 
mortgage money and housing were scarce. Those days were gone. Removal of 
the size limits appears to have been prompted by CMHC's desire to have more 
insurance business. Nevertheless, it signified that market housing conditions 
were now such that it was appropriate for the principal public program for 
assisting housing finance to include the rich, a situation which opened the ques
tion of the respective roles of government and private insurers. 

MORTGAGE INSURANCE AND CROSS-SUBSIDIES 

From 1954 until 1982 CMHC maintained the same application fees for mortgage 
insurance and a flat insurance premium structure. Application fees neither var
ied with the location of the property nor rose with inflation. In 1982 and again in 
1984, the level of application fees was raised to make application processing 
activities more self-supporting. The new fee schedule distinguishes between 
type of tenure, new and existing housing, and type of structure, but not between 
locations. Similarly from 1982-5, insurance premiums (as a percentage ofloan 
amount) were raised, and distinctions were drawn between type of tenure, new 
and existing housing, and loan-to-value ratio. Again, no distinctions were made 
on the basis oflocation. To the extent processing costs and loan risks vary with 
location, cross-subsidies remain in the pricing structure, even if the higher 
prices make operations profitable. 

MORTGAGE-BACKED SECURITIES 

The government has long wanted a liquid, long-term mortgage financing 
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instrument. Liquidity reduces the risk of not being able later to redeploy funds 
committed to mortgages on short notice, thereby reducing the interest rate nec
essary on new loans. For the same reason, a liquid instrument encourages lend
ing for longer maturities, thereby reducing borrower interest rate and renewal 
risks. 

The government has made several attempts to develop an active secondary 
market in mortgages. Early plans to develop a central mortgage bank were sus
pended because of World War II. In 1954, when NHA insurance replaced the 
previous guarantee, the insurance was linked to individual loans to make them 
more marketable. From 1961 to 1965 CMHC conducted thirteen auctions of 
NHA mortgages to familiarize investment dealers with the instrument, but the 
experiment ended before the dealers took up mortgage marketing on a continu
ing basis. In 1973 legislation was passed to enable the formation of a joint pub
licly and privately financed market maker, but private financing was not forth
coming. The costs of transacting were high; NHA loans became more liquid 
when their term shortened to five years; and lenders could increasingly rely on 
the developing money market to meet their liquidity needs. From 1981 to 1985 

secondary transactions in NHA mortgages averaged only $1.8 billion per year or 
5% ofNHA loans held outside CMHC in 1984. Many ofthese sales were between 
affiliated organizations, that is, were part of the loan origination process. 

In 1984 the government adopted a different approach in that it shifted to the 
liabilities side ofthe market. MBS are "pass through" claims issued against a spe
cific pool of mortgages. As borrowers make monthly payments of principal and 
interest, the total amount (less administrative charges) is passed through to 
security holders on a pro rata basis. If the pool consists of NHA mortgages, the 
security holders are protected against default risk. Issuers ofMBS may also guar
antee timely repayment. The guarantor takes responsibility for bridging any 
delays or interruptions of scheduled payments. Together, these arrangements 
create an investment akin to a term annuity, at an interest rate that is mortgage
based, and with risk close to that of a government bond. 

MBS for one pool can be made similar to those of another. A large amount of 
standardized "debt" can be created and distributed among many holders. Stan
dardized and with negligible default and low cash flow risks, MBS transaction 
costs should be low. The conditions then would be established for the develop
ment of a secondary market. 

MBS should appeal to individual investors and others who want assets with 
low default risk - in amounts greater and for terms longer than are protected by 
CDIC - and which are marketable. While investors may be willing to hold 
longer maturities, extending term also depends on the length of period for 
which borrowers are willing to borrow. In the case of home owner loans, a 
change in the Interest Act is needed to tighten up prepayment privileges after 
five years. This Act, in effect, precludes borrowers from binding themselves 
beyond a period greater than five years. 

Altogether, the changes described in this section converted a segmented and 
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somewhat isolated supply of mortgage funds into one that was more competi
tive internally and with other markets. The mortgage market thus became a bet
ter allocator of resources to the benefit oflenders, borrowers, and the economy 
asa whole. 

Market Growth and Structures 2 

Institutional residential mortgage lending surged in the post-war period and 
underwent big changes in structure. Mortgage loan approvals averaged $400 

million per year in the period 1949-53 compared to $18,636 million per year in 
the years 1981-5. This is an increase of over fortyfold, more than 90% of which 
occurred after 1969. Such growth is more than would be expected simply from 
rising population, income per capita, and housing turnover at rising prices. 
Undoubtedly, the institutional share of total residential mortgage lending rose 
at the expense of other lenders. At the same time, CMHC's lending declined -
$16 million in 1981-5, compared to an average of $82 million per year in 1949-53, 

and a peak of nearly $700 million in 1975. 
Within the institutional sector, market shares shifted from about half-and

half to one-third NHA and two-thirds conventional. Loans for new construc
tion declined from about three-quarters to one-quarter of total institutional 
approvals. This switch reflects an increase in housing standards, a decline in the 
rate of economic growth, and the extension ofNHA loans to existing ownership 
housing in 1964 and existing rental housing in 1979. These conditions suggest a 
decrease in the ratio of investment in new housing to the value of the housing 
stock. It is also possible that more loans were made for non-housing purposes in 
recent years. 

The market shares oflenders have changed since the early post-war years. In 
1949-53 life insurance companies accounted for 95% of NHA and 53% of con
ventionalloan approvals by lending institutions compared to shares of 6% and 
8% in 1981-5. This decline in importance was caused by the slow rate of growth 
of their assets, the entry of the banks into mortgage lending, and a shift in mort
gage demand to short-term loans. The rate of growth oflife insurance company 
assets suffered from loss of annuity market share to the trusteed pension funds, 
and from the response of individual investors to inflation that reduced the sale 
of traditional life insurance policies with savings features. Meanwhile, high rates 
of monetary expansion favoured growth of banks, loan and trust companies, 
and credit unions and caisses populaires. 

The structure of institutional mortgage lending varies among provinces 
(Figure 6.1). Shares of mortgage holdings vary provincially for all institutions, 
but mostly for credit unions and caisses populaires. These financial cooperatives 
are strongest in Quebec, Saskatchewan, and British Columbia. This strength is 
reflected in their shares of institutional mortgage holdings, 42%, 38%, and 20% 

respectively. Until recently, credit unions were noted for making loans that were 
completely open for prepayment without penalty at any time. This practice has 
declined in the face of increased interest rate risk. 
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FIGURE 6.1 Distribution of residential mortgage loans outstanding by 
type of lending institution: Canada and provinces, 1984. 
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NOTE: Bank data include holdings of residential mortgage loan subsidiaries; 
national total includes Head Office and/or International mortgages. Data 
for mortgage loan companies and credit unions/caisses populaires were 
estimated to isolate provincial residential holdings from large aggregates. 

Unresolved Challenges to Housing Finance 

Three unresolved challenges to housing finance emerged in the post-war period: 
interest rate risk, default risk, and the preemption by employer pension plans of 
savings among younger employees. 

INTEREST RATE RISK 

The inflation-driven rising trend and increasing variability of interest rates in 
the 19705 and early 1980s reduced access to housing and its affordability. Access 
fell insofar as inflation altered only the time pattern of the ratio of mortgage pay
ments to income of the borrower. A change in the expected long-term rate of 
inflation is quickly incorporated in the interest rate, whereas it affects borrower 
income year by year. Consequently, for an equal payment mortgage, the ratio of 
payments to income starts high because of the high rate of interest but declines 
year by year as income rises (the "tilt" problem). Affordability fell insofar as 
inflation raised real (inflation adjusted) interest rates rather than just nominal 
rates and shortened the term of available mortgages which made loans of a given 
size more risky. 
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Government responses to these problems included graduated payment 
mortgages (GPMs), the Mortgage Rate Protection Plan (MRPP), mortgage
backed securities and a direct attack on inflation itself. The last response was by 
far the most important, attacking the problem itself rather than simply its mort
gage market consequences. 

GRADUATED PAYMENT MORTGAGES, 1978 

GPMs, with their low initial monthly payments, raise access to housing espe
cially under conditions of inflation. But apart from their graduated payments, 
they do not help the borrower. They do not address the problem of interest rate 
risk, and they raise default risk compared to equal payment mortgages because 
the borrower's income may not rise as fast as payments. Also GPMs increase the 
risk that the loan balance will exceed the future value of the property. This can be 
offset by reducing the initialloan-to-value ratio, but this defeats the purpose. 
Lenders opposed GPMs (Clayton Research Associates Limited 1980). CMHC's 
loss experience appears to justify their concerns. 

A better instrument for lending in inflationary conditions is the Price Level 
Adjusted Mortgage (PLAM). The PLAM features a price index applied ex postto 
the outstanding loan balance. The balance is adjusted on the basis of realized 
movements in the index and through amortization payments. Indexation of the 
principal is in lieu of the inflation premium in the interest rate. Consequently, 
the interest rate is low, which helps to address the tilt problem. Widespread pri
vate use ofPLAMs would require large start-up costs, and borrower demand for 
them is not yet established. Nor is the market for indexed obligations which 
lenders would need to issue to undertake extensive indexed lending. Finally, 
interest rate risk would not be completely eliminated because housing prices do 
not closely track the rate of inflation (Pesando and TurnbuIlI983). PLAMs were 
tried in NHA lending to non-profit housing cooperatives. 

MORTGAGE RATE PROTECTION PLAN, 1984 

The MRPP was introduced to offer partial protection to borrowers against large 
increases in interest rates on loan renewal. The MRPP issued only twenty-six 
policies in 1985 (CMHC 1986a). One problem with the program is its pricing. 
The same premium is charged for policies with protection periods that differ in 
term and starting date. Also, the premium is fixed, while expectations about 
future interest rates change often. The low level of sales is consistent with expec
tations that interest rates will not move adversely by enough to justify the pur
chase of protection. Pesando and Turnbull (1983) have suggested a market-based 
approach to premium setting. The MRPP is functionally equivalent to making 
longer loans callable by the borrower, for example, a ten-year loan callable 
after five years. Iflenders issued ten-year non-callable obligations and ten-year 
obligations callable after five years, the difference in yields would provide a 
basis for establishing the "insurance" premium. Premiums for other renewal 
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arrangements could be established in the same way. A market-based approach 
to premium setting merits examination. 

INTEREST RATE FUTURES 3 

Recently, the government has become interested in another device for address
ing the problem of interest rate risk: financial futures contracts. These are rela
tively new members of a broad class of bilateral contracts between purchasers 
and sellers that provide for deferred delivery and settlement at pre-specified 
dates and prices. They are known as forward contracts. 

The raison d'etre for such contracts is the shifting of risk-bearing they allow. 
A lender who agrees to make a mortgage loan at a specific rate of interest on a 
designated future date faces the risk that interest rates might rise in the interven
ing period. As a result, the lender would either have to pay more to raise money 
to finance the loan, or invest existing funds at less than the then-prevailing 
mortgage rate. In either case, he would be worse off than if he had not commit
ted to lend in advance. But borrowers need such commitments. The lender can 
reduce his risk by entering a forward contract in which he agrees to deliver long
term federal government bonds at about the same date for a price close to 
today's price. Then, if interest rates rise by the time he must advance the loan 
funds, the price of the bonds will fall, and he can meet his forward contract at a 
profitable price. The gain on the forward contract helps offset his loss on the 
mortgage commitment. Alternatively, if interest rates fall, the margin between 
his lending rate and his borrowing rate will rise, but so will the price of the bonds 
he agreed to provide under the forward contract. Again, gain and loss are offset. 
Such "hedging" can also be used on the purchase side of transactions. 

Forward contract transactions are effected through dealer markets. Futures 
contracts incorporate standardized terms for the subject securities. The terms 
cover quantity, delivery date, location and method of delivery, and penalties for 
substitution by the seller in respect to any specified term. The Chicago Board of 
Trade is the North American leader in the development of financial futures and 
related products. Canadian exchanges have been slow to add financial futures to 
their list of traded products. The Toronto Futures Exchange (a subsidiary of the 
Toronto Stock Exchange) began trading in futures contracts on Government of 
Canada Treasury Bills and long-term bonds in 1980. Contracts on foreign 
'currency and the TSE 300 composite index were added in 1984. Because of the 
newness of these markets, trading is thin, and the maximum maturity on con
tracts is one year or less. 

The example cited above actually constitutes cross-hedging. The original 
commitment was in mortgages, whereas the hedge was in long-term federal 
government bonds. Cross-hedging involves a risk that prices (or yields) for the 
two instruments are not perfectly correlated. The more alike are the two instru
ments, the closer the yields will be matched. Hence, a futures contract for an 
instrument closer to mortgages would be preferable. Some day, MBS might fill 
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this role. MBS futures would be an improvement, although hedging imperfec
tions from quantity and maturity mismatching would remain. 

MORTGAGE DEFAULT RISK INSURANCE 

Default risk differs from interest rate risk in an important way. Mortgage inter
est rate movements across Canada are closely tied, and consequently have a 
broad systematic effect upon a national portfolio of mortgages. Default risk, on 
the other hand, is affected by numerous variables, some of which are indepen
dent from one loan to another (for example, family divorce), or from one local 
market to another (for example, personal incomes in Windsor and Saskatoon), 
or from one collection of local markets to another (for example, provincial 
political developments in Quebec and British Columbia). While some variables 
are national in scope (for example, mortgage interest rates as noted above), the 
nationwide variations are considerably smaller for other variables. The greater 
number and diversity of variables that affect default risk make it more insurable 
than interest rate risk. 

CMHC has provided mortgage insurance since 1954, first alone and then in 
competition with private insurers. Operations were generally successful until 
1979, although in retrospect, by that time an actuarial deficit had accumulated in 
the Mortgage Insurance Fund (MIF). But then, the crunch came. In a period of 
stagflation, interest rates rose to unprecedented heights. Regional variables 
affected property values, notably political developments in Quebec and the 
National Energy Policy in Alberta. Loans under two heavily subsidized pro
grams designed to help low-income groups, the Assisted Home Ownership Pro
gram (AHOP) and the Assisted Rental Program (ARP), proved vulnerable. By 
the end Of1984, the MIF had an actuarial deficit of$787 million of which AHOP 
C31%) and ARP (26%) loans accounted for 57% (CMHC 1986a). Of total claims 
on the MIF from 1954-84, 84% were made in the last six years. Faced with accu
mulating losses, from 1982-5 CMHC reduced its level of risk taking, raised insur
ance application fees to make them more cost related, raised premium struc
tures, and altered them to better reflect differences in risk. The MIF's accumu
lated deficit fell about $50 million in 1985. 

CMHC's underwriting practices can be improved (CMHC 1986a). The prob
lem with the Mortgage Insurance Program (MIP), however, lies in the nature of 
its objective and the constraints on its pursuit. The stated objective is: 

To insure borrowers in all parts of Canada have access to high-ratio mortgages 

under the same borrowing terms and conditions, subject to the following three 
constraints; 

(i) The funds being provided by private lenders; 

(ii) The program being operated at no cost to the government; and 

(iii) That NHA insurance be provided in a competitive environment with 
private insurance (CMHC (1986a, 9). 
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The objective and constraints (i) and (ii) date back to the start of the program; 
constraint (iii) to the introduction of private mortgage insurance. 

This objective is for loans that finance market housing. It is not clear why the 
"same borrowing terms and conditions" should be available for market housing 
"in all parts of Canada" when insurance application processing costs and default 
risks vary markedly from one locality to another. The cost of handling an appli
cation in a remote community may be five or ten times that of a large centre; risk 
in a single-industry community, for example, may be three times that in 
Toronto. CMHC's new fee and premium schedules are intended to be self-sup
porting and more cost and risk related than before. But they do not vary by loca
tion, so the possibility of cross-subsidization remains. 

In principle, borrowers in low-costilow-risk lending locations should not 
have to subsidize those in high costlhigh risk lending locations any more than, 
say, home owners in communities with low land costs should subsidize those in 
communities with high land costs. Important as they are, borrowing costs are 
only part of the cost of housing, and application fees and premiums are only a 
small part of borrowing costs. The locational pattern of other housing costs may 
differ from that of financing subsidies. A preoccupation with making "the same 
borrowing terms and conditions" available "in all parts of Canada" may aug
ment differences in the pattern of housing access, affordability, and security of 
tenure caused by other housing costs. 

Cross subsidization also has undesirable competitive effects. Private insurers 
cannot compete in subsidized markets. They are forced to concentrate on low
costilow-risk markets, a practice termed "cream-skimming." Cream-skimming 
is encouraged when CMHC runs a separator. Subsidizing borrowers in commu
nities with high lending costs or risks has a long tradition. It became established 
when housing policy was dominated by employment policy, when monetary 
policy was less flexible and fiscal policy less developed, when banks were not in 
the mortgage market and CMHC was a more active lender, and when loan size 
and interest rate ceilings were in force. Under current conditions, the policy is an 
anachronism. 

Another issue concerning the MIP is the optimum market configuration. 
What role should CMHC play? What role should be played by private insurers? 
The answer turns partly on the "contestability" of the market, that is, whether 
the threat of entry by new competitors keeps prices down. If so, then CMHC 
could withdraw from the market. Private insurers, however, are unable to cope 
with large, pervasive, systematic forces affecting default risk, for example, 
severe, widespread economic depression. Only the federal government can. 
Even if private insurers were to have the lion's share of the market, they would 
require a government backup agency as reinsurer. This is a role for CMHC. 

CMHC has reviewed a number of options for expanding the role of private 
insurers (CMHC 1986a). An attractive option from a social standpoint is provi
sion of a basic policy by a private insurer which gives less protection than cur
rently provided under NHA, with an optional additional policy offered by 
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CMHC to provide protection up to the current NHA scale. This option ensures 
that all borrowers who are willing to pay the premium(s) required by insurance 
costs and risks have access to high-ratio mortgage loans, and it relies on market 
forces to determine where government insurance should be targeted. Govern
ment insurance complements private insurance which would restore investor 
confidence in the mortgage insurance business. The risk is whether competition 
would be sufficient to keep prices down in the long run. 

EMPLOYER PENSION PLANS 

Pension plans as currently designed require the employee to divide his or her 
long-term savings year by year over the household life cycle. Unlike other invest
ments, the allocation is not made on the basis of expected returns relative to risk, 
but by preemption. An alternative approach might give households greater 
scope to apply annual long-term savings to the most productive uses at each 
stage of the household life cycle. Illustrative cost/benefit analysis suggests that 
for many households the optimum sequence of allocations is first, accumulate 
down payments and buy household "plant and equipment:' then clear debts, 
and finally concentrate on financial assets, including pension claims. For many 
of the households for whom this approach is appropriate, this sequence of allo
cations would increase real income, and hence the capacity to save for long-term 
purposes including retirement. They could have more housing and more retire
ment financing. 

The current approach to retirement financing reduces the accessibility and 
affordability of home ownership. For example, if the loan-to-value ratio is 90%, 
$10,000 preempted in pension savings (including the so-called employer contri
bution, and accumulated interest) reduces financing capacity as determined by 
this constraint by $100,000. If the GDS ratio is 32%, for every $100 of monthly 
income preempted, the amount of loan for which the borrower can qualify is 
reduced by $11,173 - at an interest rate of 10% and an amortization period of 
twenty-five years. 4 Alternatively, amortization periods could be cut roughly in 
half with access to pension savings. 

This conflict needs to be examined. One possibility might be a revived and 
extended form of Registered Home Ownership Savings Plan (RHOSP) 
integrated into pension plans. 

Lessons and Issues 
One lesson evident from the record of post-war housing finance is that insured 
high-ratio residential mortgage lending is feasible for lending institutions, 
including banks. The loans must be made at interest rates and maturities consis
tent with the risks borne by the lender, including default risk and interest rate 
risk. As the failures of the Canadian Commercial Bank and the Northland Bank 
emphasize, bankers must be careful in risk selection and ensure adequate multi
regional diversification of loan portfolios, and sufficient resources must be 
provided for regulatory supervision. 
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The lesson for the mortgage insurance business is that the government 
agency's operating objective must be appropriate, and consistent with the con
straints upon it. Maintaining the same terms and conditions of borrowing in all 
parts of Canada is questionable. Reducing inequality is reasonable; pursuing 
equality is extreme. An extreme objective is likely to be inconsistent with the 
constraint that it be pursued "at no cost to the government:' In the case at hand, 
it was also inconsistent with maintaining "a competitive environment with pri
vate insurance:' 

A corollary is that premium setting needs the consideration that the com
plexity of the underwriting situation demands. The accumulated deficit in the 
MIF was still large as of 1985 despite three decades of underwriting during which 
property prices surged throughout the nation. Not until 1982 was the MIF 
evaluated on an actuarial basis. Meanwhile, CMHC was required to turn "prof
its" over to the Consolidated Revenue Fund. 5 

If mortgage supply is to be improved by increasing the liquidity of mortgage 
financing, an indirect approach is better than a direct approach. Mortgage loans 
themselves are not readily amenable to trading. MBS offer a little more hope and 
would link the mortgage market closer to other long-term debt markets. 

Inflation taught two important lessons. First, the regulatory framework 
needed to be less constraining. NHA ceilings on loan amounts and interest rates, 
and the minimum limit on term to maturity, proved to be disruptive to the con
tinuity of supply of NHA funds. Second, when inflation has driven up the level 
of interest rates and interest rate risk is high, it is difficult to prevent a large 
increase in the interest rate risk faced by mortgage borrowers. The lending insti
tutions' own sources of funds shorten, and they must shorten the maturities of 
their loans. The MRPP, MBS, and PLAMs have potential to help but require 
development. And borrowers themselves often prefer to shorten term, speculat
ing on a future decline in interest rates. They become more vulnerable in the 
process. This is another argument for fighting the causes of inflation rather than 
the effects. It is also an argument for relying less on monetary restraint and more 
on fiscal restraint for the purpose. 

Finally, private lenders demonstrated that in the absence of undue con
straints on their activities, and with growing assets, they were capable of vastly 
expanding mortgage supply. 

In the light of the post-war experience and its lessons, two main policy issues 
emerge. First, on what basis should mortgage loan insurance be provided? Is a 
public agency politically free enough to be able to operate on a sound financial 
basis? Is it forced into excessive risk-taking (for example, AHOP and ARP) in the 
pursuit of social housing and non-housing objectives? Should it concentrate on 
reinsuring private underwriters, direct lending, and research? 

Second, given post-war progress in housing and its financing, should the 
focus of public interest be shifted from housing finance to household finance? 
The growing conflict between housing finance and retirement financing illus
trates the need for this broader perspective. Improving the management of 
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household finances creates better borrowers. It also improves their housing 
affordability. In the opposite direction, residential mortgage borrowing can be 
used advantageously to finance non-housing activities. Survey data indicate the 
ratio of mortgage debt to the market value of owner-occupied housing was only 
20% in 1984 (Statistics Canada 1984a). With an aging population, should we be 
extending our thinking to the role of housing in retirement financing, for 
example, to the potential role of reverse annuity mortgages? More broadly, 
should we think of housing as security for loans for any legal purpose? Should 
governments now distinguish between residential mortgages for housing and 
non-housing purposes? 

This brings us to a question that was purposely avoided at the start of the 
chapter. What is housing finance? We know housing transactions are not con
ducted in isolation. For example, a house buyer may take a larger mortgage loan 
than is necessary to buy the house to conserve funds to, say, buy a car, other dur
ables, or to finance post -secondary education. What we commonly call housing 
finance then is only partIy housing finance. Using data from Statistics Canada's 
1977 Survey of Consumer Finances, and defining mortgage finance as housing 
finance only insofar as a household's entire net worth is absorbed in housing 
equity, Jones estimated "nearly one half of outstanding home mortgage debt is 
supporting non-housing activities" (1984a, 22). 

In the light of post-war progress, has the time come to be less concerned with 
access, affordability, and security of tenure of housing per se so we can be more 
concerned with access, affordability, and security of consumption and saving in 
general? 

Notes 

1 Principal sources for this section are Poapst (1962, 1975) and CMHC (1986a). 

2 The data in this section represent market outcomes. They reflect the interaction of mort

gage demand and supply rather than supply alone. Nevertheless, they do convey infor

mation about the supply side of the market. 

3 David Novak, Ph.D. candidate in finance at the Faculty of Management, University of 

Toronto, assisted with the work on this section. His help is gratefully acknowledged. 

4 Pension contributions by employee and employer, plus interest earnings thereon are not 

taxed. These taxes would reduce the amount available for debt service, and hence this 

impact of preemption upon borrowing capacity. Alternatively, if arrangements were 

made by which pension savings could be borrowed to finance housing, the effect would 

be as shown. For an illustration of this arrangement see Poapst (1984). 

5 CMHC recently completed an impressive review of the Mortgage Insurance Program. 



CHAPTER SEVEN 

Regulation and the Cost of Housing 

John Bossons1 

REGULATORY INTERVENTION in markets is a fact of modern economic life. 
Few markets, if any, are completely unregulated; at the same time, few are sub
ject to the complex web of regulation found in the housing market. Other mar
kets are regulated, but in few are there as many interacting reasons for regulation 
as in housing. 

Government intervention in markets is ever changing, reflecting a kaleido
scope of conflicting political pressures. Regulation in the housing market has 
been no exception to this trend. Numerous federal and provincial task forces 
have been set up since 1945 to examine how regulation of the housing market 
might be made more efficient, and many of their recommendations have been 
implemented. The growth in regulatory intervention has not been uninter
rupted; there have been periods of consolidation and simplification. Neverthe
less, every decade of the post-war period has ended with more regulation of the 
housing market than it began. 

Regulation is an economically valuable service provided by politicians that 
reflects an underlying demand among voters and supporters. Relevant to the 
analysis of regulation, therefore, is not the narrow issue of its cost, but rather 
whether alternative forms of government intervention can provide less costly 
means of satisfying the underlying demand. By its nature, regulation redistri
butes risks and associated costs; much of the cost of regulation is typically borne 
by individuals other than those who benefit from the regulations. As a result, the 
issues raised by regulation of the housing market have as much to do with redis
tributive equity as with economics. A second important issue arises from the 
difficulty of regulating risks. It is not easy to design mechanisms to redistribute 
risks without creating unintended side effects, which in turn often generate 
demands for more regulation. 

Analysis of the effects of regulation requires precise specification of the 
housing markets wherein regulatory intervention occurs. Because ofthe dura
bility of housing capital, distinctions must be drawn between the markets for 
new and old housing, and between new housing built on vacant lots and 
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housing renovation. Because of the varying importance ofland costs and envi
ronmental impacts, distinctions must be drawn between inner-city and subur
ban housing in anyone urban area, and between metropolitan areas and smaller 
cities. Finally, in the case of rental housing, distinctions must be drawn between 
the market for rental services and the market for the corresponding capital asset. 
There is substantial regulatory intervention in each of these markets. 

The Growing Demand for Land- Use Regulation 

The key element of the economic case for land-use regulation is the potential 
existence of externalities. Externalities are effects of private decisions that 
directly impact on individuals other than the decision makers. An unregulated 
market economy with perfect competition, in the absence of externalities, can 
yield an efficient allocation of resources. 2 Central to this assertion is that deci
sion makers bear the entire cost and derive all of the benefits resulting from deci
sions that they make. Externality problems arise when this is not the case. 

For example, the source of the market failure in the case of a lead refinery's 
pollution is that the effect of air pollution on nearby residents and owners is not 
reflected in the market prices of the output of the lead refinery nor in the costs of 
inputs used in production. Put differently, the neighbours do not own clearly 
defined property rights in clean air, and a refinery can (in the absence of govern
ment intervention) avoid compensating its neighbours for the effects of its pol
lution. 3 Zoning by-laws represent ways in which individuals attempt through 
the political system to obtain property rights not otherwise provided or to 
enforce them more cheaply than in the absence of such regulation. 

Governments have other tools to ensure that land-use decisions take exter
nalities into account. One tool is the taxation of sources of negative externalities 
and compensation of affected neighbours. However, the taxation approach has 
its own problems. One is the general inability of regulators to determine the 
optimal tax rate on the production of a negative externality. The second is the 
practical difficulty and cost of monitoring the production of the negative exter
nality so that the tax can be imposed. It is often easier to come closer to the 
desired solution by regulation, since such regulation (at least in the case ofland 
uses) generally consists of defining permissible locations for noxious activities 
or imposing limits on total development, thus directly controlling the produc
tion of negative externalities. 

Another tool is to require land developers to obtain the agreement of nearby 
land owners to the specifics of a development scheme. A legal requirement for 
developers to obtain the agreement of neighbours would generally be deemed to 
be excessively restrictive. Nevertheless, one way of viewing the land-use regula
tory process is as a means of introducing incentives for developers to negotiate 
with neighbours and to find ways of minimizing negative externalities. 

In examining the sources of demand for land-use regulation, it is useful to 
distinguish among three classes of externalities: local, global, and fiscal. Local 
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externalities arise from a specific, identifiable land use; the externalities affect 
nearby properties and presumably decline in importance with distance from the 
specific source of the externality. Global externalities are associated with conges
tion and other spillover effects of urban growth that impact directly on the wel
fare of individuals. Finally, fiscal externalities from new development are causes 
of higher taxes that reduce private consumption. 

LOCAL EXTERNALITIES 

Controlling the location of land uses that have negative external effects is the 
oldest function of zoning by-laws, so-called because of restriction of these uses 
to certain areas or "zones:' Municipalities have been empowered to pass zoning 
by-laws since before the first world war in Alberta, British Columbia, and 
Ontario, and since the 1920S in most other provinces. 4 Land owners benefit 
from zoning by-laws principally by the reduction in uncertainty whether a pro
ducer of negative externalities can locate next door (and this may well translate 
into an attendant increase in property values). Political demands for more 
restrictive zoning have historically arisen when examples of the actual intrusion 
of undesired uses increase public awareness of the importance of these risks. 

The practical definition of a local externality is a political matter, even 
though an economic rationale may be provided. How nuisances are defined has 
changed with tastes, incomes, and political sophistication. Economic growth 
has affected the demand for local environmental controls aimed at preserving 
neighbourhood character as well as simply prohibiting incompatible land uses. 
The perceived importance of the quality of urban life almost certainly is a func
tion of rising household affluence. Moreover, the political sophistication of 
urban households has increased along with the awareness that government 
intervention can protect or enlarge an individual's range of consumption 
choices. 

Land-use regulations dealing with sources of local externalities are chiefly 
concerned with increasing certainty as to what nearby property owners may do 
with their land. Success creates its own problems of unnecessary rigidities, that 
in turn have led to the establishment of complex adjudicative processes to per
mit acceptable relaxations of standards. Often, these also ensure that neighbour
ing owners have an input into the site approval process. Nevertheless, the con
servative nature oflocalland-use regulation must be emphasized. Avoidance of 
uncertainty is inherently conservative. 

GLOBAL EXTERNALITIES 

Over time, the political demand for land-use regulation has come to include 
more than simply the regulation of local externalities. As urban populations 
have increased, political pressures have mounted to counter perceived negative 
consequences of growth, such as congestion and environmental degradation. 
During the rapid urbanization that has occurred after 1945, these pressures led 
to political responses ranging from major public investments in transportation 
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and services to support growth to attempts to channel or control growth. In 
addition, the growth in environmental concerns -largely since the mid 1960s -
has augmented political pressure for regulation. 

These broader concerns reflect negative externalities that are global in that 
they arise from the collective actions of all decision makers rather than from the 
decisions of one landowner. The social costs of growth borne by existing resi
dents and voters potentially include greater congestion and pollution, increased 
costs of travel between home and work (including the value of time spent in 
travel), and spillover effects on the quality of residential neighbourhoods. They 
also include costs arising from the impact of urbanization on surrounding areas: 
decreased access to recreation facilities and higher costs of recreation services -
for instance, longer travel time, environmental degradation, and higher prices 
of vacation property. Increased awareness of these costs heightened the demand 
for environmental regulation. 

This demand has also been fuelled by a fear among some that calculations of 
the impact of negative externalities give insufficient weight to the effect on 
future generations of environmental changes such as loss of farmland or of nat
ural flora and fauna. In economic terms, this fear reflects a perception that the 
social rate of discount which should be applied in evaluating the cost of environ
mental externalities may be appreciably lower than market interest rates. The 
appropriate weight to give the interests of future generations in evaluating 
important environmental issues is, of course, contentious. A case can be made 
for a zero rate of discount with respect to environmental changes that in the 
aggregate may have severe and irreversible impacts on the quality of life for 
future generations (see, for example, Solow 1974).5 Whether one agrees with 
such a position or not, such concerns have come to be politically significant and 
increase demand for land-use regulation. 

FISCAL EXTERNALITIES 

Many of the perceived social costs of urbanization and growth can be lessened 
through government expenditures on parks, transportation, and other services. 
But these expenditures may merely translate negative externalities into tax 
increases for existing voters. Fiscal externalities - tax increases for existing voters 
attributable to new development - may be as powerful a source of demand for 
regulation and for exclusionary zoning as are congestion and environmental 
effects. 

Except in those Maritime provinces where education is fully financed by pro
vincial governments, the current method of financing education is a source of 
fiscal externalities. A large fraction of education costs is paid for out of property 
tax revenues - in some municipalities, over 80% - and this creates a disincentive 
for municipalities to permit new residential development which would likely be 
occupied by low-income families with children. A strong argument for provin
cial assumption of responsibility for financing all education costs (and paying 
for them out' of general taxes such as the income tax), as was done in 
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Nova Scotia in the mid 1970s, is that doing so would remove the largest negative 
fiscal externality currently associated with low-income housing. 

One way of dealing with fiscal externalities is to impose special taxes on new 
development which are large enough to offset the costs and taxes which other
wise would be borne by existing taxpayers as a result of new development. Such 
taxes, currently imposed in the form of lot levies by municipalities in all prov
inces other than Quebec, provide an efficient means of offsetting negative fiscal 
externalities. The use oflot levies for this purpose is opposed by developers. Lot 
levies increase the price of serviced land relative to what it would otherwise be, 
and so are claimed to increase the cost of new housing. If municipal lot levies 
were held down by senior governments to levels which do not offset the negative 
fiscal externalities perceived to be associated with new development, municipal
ities might reduce processing of the supply of available land which could drive 
up the cost of new housing (and particularly the cost of new low-income 
housing). 

POLITICAL TRADEOFFS AFFECTING LAND-USE REGULATION 

It is not possible to prevent all potential negative local externalities or to elimi
nate the social costs of population growth. Moreover, welfare losses for existing 
residents may be offset by welfare gains for newcomers. The political pressure 
for regulation arises from the fact that the costs of new development are not all 
borne by those who gain. Regulation is the easiest way of diminishing the poten
tial for undesirable redistributive transfers from losers to gainers. As long as 
voters see themselves as potential losers in the absence of regulation, the political 
demand for land-use regulation will continue. 

The countervailing political force arises from the costs created by regulation, 
particularly as they are seen to arise from unpredictable red tape and delays. 
Nevertheless, while this creates a continued demand to make regulation more 
efficient, the continued existence of bureaucratic delay is a fact to which decision 
makers adapt. In addition, as developers and their advisers become expert with 
existing regulations, they have an advantage over new entrants and a vested 
interest in the status quo. This makes the forces countering regulation weaker 
than they otherwise would be. 

Land- Use Controls in Already Developed Areas 

Around 1945 municipal governments in Canada used zoning largely to maintain 
existing land uses. Most zoning by-laws separated residential from industrial 
and commercial uses and regulated the density and type of development per
mitted in neighbourhoods. These latter were thus typically divided into differ
ent zones, ranging from exclusively single-family residential through zones in 
which houses could contain apartments to zones in which apartment buildings 
could be constructed. A 1949 report prepared for CMHC described the existing 
system as "a concept of zoning which concentrates mainly on the fixity of 
land values by preventing changes in the established usages within an area" 
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(Spence-Sales 1949, 78). Zoning for existing neighbourhoods has largely con
tinued to adhere to this concept. 

Over the four decades since 1945, land-use controls in already developed 
neighbourhoods became more complex and sophisticated. In terms of com
plexity, regulation was extended over more and more details of the design of new 
development. In terms of sophistication, control techniques have been fine
tuned to permit a more graduated hierarchy of controls and to provide for area
specific differentiation in their rigidity. On one hand, this differentiation has 
resulted in increased rigidity of regulation in existing residential neighbour
hoods. On the other hand, where redevelopment is permitted, regulation has 
been made more flexible, though at the price of increasing the discretionary 
authority of municipal officials and politicians. 

The increased sophistication of land-use controls has increased their effec
tiveness. It has also increased the impacts of regulation. Increases in the com
plexity of regulation have been accompanied by and (some would argue) have 
been exceeded by improvement in the efficiency of the regulatory process. 
Increasing complexity has also progressively increased the importance of the 
role played by lawyers and professional planners in land-use regulatory deci
sions. 

ZONING IN INNER-CITY LOW-DENSITY RESIDENTIAL 

NEIGHBOURHOODS 

Perhaps the strongest evidence for the economic significance of land-use con
trols is the persistence oflow-density residential neighbourhoods in the central 
areas of Toronto and Vancouver. In both cities, the unanticipated intrusion of 
high-density residential developments in middle and upper-income low-den
sity neighbourhoods in the 1960s led to political pressures for more protective 
zoning. The result in both cities was a virtual cessation of high-rise development 
in existing low-density neighbourhoods 6 where, moreover, citizen pressure on 
politicians has led to the progressive enactment of increasingly detailed regula
tion oflow-scale redevelopment. 7 

The Vancouver and Toronto experiences provide illuminating evidence of 
the nature of the demand for certainty which underlies the pressure for zoning 
controls in existing neighbourhoods. On the margin, the shadow price associ
ated with the density constraints built into zoning regulations would appear to 
be high. 8 Nevertheless, the demand for inner-city land used for single-family 
housing has been increased by the perceived stability ofland uses in such areas, 
and this has encouraged substantial investment in the renovation of inner-city 
housing along with an increase in its market value. 

The value of single-family housing in inner-city low-density neighbour
hoods has been increased by restrictive zoning, whereas the value ofland assem
blies has fallen. Because of the risks inherent in land assembly, much of the 
return from redevelopment to higher densities accrues to speculators who 
assemble land. Without restrictive zoning, the difference between the value of 
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land in its current use (that is, fragmented ownership) and its potential value if 
redeveloped would be greater, hence increasing the profitability of redevelop
ment to higher densities. Without restrictive zoning, uncertainty regarding the 
timing and location of such redevelopment reduces the value of properties 
which are not redeveloped and discourages renovation and maintenance of 
existing low-density housing. 

The trend to increased protection of existing low-density inner-city neigh
bourhoods has occurred at the same time as a change in public perceptions con
cerning viability. In the 1950S and early 1960s, it was common to regard inner
city residential neighbourhoods as blighted and to assume that they would be 
replaced by new developments. This assumption was explicitly reflected in plan
ning for these areas, many of which were targeted for redevelopment. The resur
gence of demand for single-family housing in these areas by middle and high
income households over the past two decades has caused planners' assumptions 
of blight to be discarded. The increase in demand for owner-occupied inner-city 
housing has reinforced the demand for restrictive zoning in these areas. 9 

CONTROLS IN RECENTLY BUILT SUBURBS 

While economic pressures for redevelopment are greatest in inner-city neigh
bourhoods, there is substantial regulation of redevelopment in suburban resi
dential neighbourhoods. The relative rigidity of this regulation has become an 
important policy concern in rapidly growing metropolitan areas. In part 
because of the greater homogeneity of post-war suburbs, it is easier to enforce 
rigid regulations in these areas than in inner-city neighbourhoods. Moreover, 
the political demand for protection of property values has been more uniformly 
high in suburban areas than in the more socially mixed inner-city neighbour
hoods. For both of these reasons, land-use controls implemented in suburban 
areas have been more exclusionary and have made land-use intensification diffi
cult in post-war suburbs. 

The issues that arise in the analysis of political pressures underlying subur
ban land-use controls are not much different from those associated with the 
inner-city. In both cases, the strong demand from existing residents for protec
tion from the risks of possible negative externalities of new development makes 
it politically difficult to reduce the rigidity and complexity of current rules. In 
both cases, intensification would reduce the cost of new housing. 

EXCLUSIONARY ZONING IN BUILT-UP AREAS 

The use of land-use regulation to reduce uncertainty can take many forms. 
There is, however, only a subtle distinction between preventing noxious uses of 
nearby land and maintaining the social homogeneity of a neighbourhood. Zon
ing has been widely used to exclude low-income households from suburban and 
exurban municipalities in the US, primarily through legislated minimum lot 
sizes or minimum housing standards. 10 In part because local government is less 
fragmented in most Canadian metropolitan areas, there has been less use of 
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zoning for blatantly exclusionary purposes in Canada. However, the difference 
has been slight. 

Exclusionary objectives are an important element in Canadian zoning prac
tices, particularly in suburban municipalities. Maintaining the exclusivity of 
upper or middle-income residential neighbourhoods is accomplished through 
the exercise of discretionary powers in subdivision approval and through a vari
ety of zoning practices (such as minimum lot sizes and setback requirements) 
which put a floor under the land cost component of new housing. Other regula
tion (such as zoning requirements for minimum apartment sizes or prohibition 
of basement apartments) may in effect put a floor under the capital cost of new 
housing. In addition, particular classes of individuals may be excluded by spe
cial-purpose prohibitions (such as exclusion of group homes). 

An important difference between Canada and the US is that provincial gov
ernments generally exercise more control over local governments and have in 
some cases put pressure on municipal councils to change exclusionary zoning. 
Nevertheless, while intervention by higher-level governments has resulted in 
somewhat more uniformity in zoning practices than would otherwise be the 
case, provincial politicians are also subject to pressures from their constituents 
which reflect the demand for exclusionary zoning. Provincial intervention has 
not significantly reduced the occurrence of exclusionary practices. 

Exclusionary zoning practices raise difficult conflicts between objectives. On 
one hand, they provide a means by which fiscal externalities may be reduced and 
local property values increased. A study in the US published in 1974 provides 
some evidence on the external effect of investment in one property on nearby 
house prices, concluding that the return to nearby property owners is from 10% 
to 15% ofthe cost of housing investment in structures (Peterson 1974). This evi
dence is a specific instance of the well-known effect of neighbourhood quality 
on land prices. The return to property owners from investments in nearby pro
perties provides an economic rationale for zoning practices which increase the 
average investment in nearby houses; the economic or private-market optimum 
(from an efficiency viewpoint) is an allocation of housing to districts that maxi
mizes homogeneity. 11 

On the other hand, exclusionary zoning reduces the supply ofland available 
for low-income housing, relative to what would occur in a completely unregu
lated market (either by zoning rules or private agreements). It can thus increase 
the cost ofland used for low-income housing, particularly iflocal governments 
compete among themselves for high and middle-income residents who pay 
more taxes per household. At a minimum, such cost increases generate a need 
for greater subsidies for low-income housing supply. 

The difficulty in dealing with the effect of exclusionary zoning practices and 
minimum housing standards on the supply oflow-income housing is that there 
is an identifiable potential cost to locating new cheap housing next to existing 
housing that is more expensive. This cost arises from the potential reduction in 
the value of nearby properties, and so is borne by those properties. While this 



u8 John Bossons 

cost may be reduced by sensitive design, nearby property owners have no way of 
ensuring design quality and understandably fear the worst. 

The demand for minimum quality standards for neighbouring properties is a 
predictable political phenomenon which cannot be ignored. Though no pro
spective solution is ever easy, it is perhaps easier from a policy viewpoint to raise 
broad-based taxes to pay for more social housing subsidies to offset the cost 
increases incurred, than to attempt to reduce or eliminate minimum quality 
standards. 

This conclusion is strengthened by the likelihood that private exclusionary 
practices would tend to arise in the absence of exclusionary zoning, and indeed, 
they have done so in jurisdictions where zoning laws are weak. In Houston, 
Texas, widely cited as an example of a metropolitan area without zoning, private 
subdivision agreements are widespread. These typically include restrictive cove
nants registered on land titles, mostly limiting further subdivision of lots and 
restricting lots to single-family usage. Many also control uses in commercial 
areas adjoining residential subdivisions. The economic significance of exclu
sionary zoning or restrictive covenants as a means of reducing uncertainty is 
illustrated by the fact that the use of such covenants has been a condition of loan 
approvals for most new residential subdivision developments in Houston (see 
Siegan 1970, 94-5). 12 

One needs to be careful in analyzing the impact of exclusionary zoning. 
While zoning can be used to reinforce covert racial and social discrimination, 
there is a substantive economic rationale for exclusionary zoning that justifies its 
existence. The issue is how it is used. 

ALTERNATIVE FORMS OF CONTROL IN REDEVELOPABLE AREAS 

The City of Vancouver has been a pioneer within Canada in implementing a 
flexible land-use control procedure for areas in which redevelopment is antici
pated and encouraged. Provincial legislation passed in 1953 has empowered 
Vancouver to use a development permit system rather than zoning in designated 
areas; this system has been used in Vancouver's West End since 1956 and subse
quently for new neighbourhoods created in False Creek. Vancouver's West End 
contains one of the greatest concentrations of high-density accommodation in 
Canada. 

The development permit system used in Vancouver is one in which density, 
use and design are negotiated by the city and the developer. The process pro
vides discretionary authority to city officials who are responsible for the negoti
ations. In large measure, the initial use of this discretionary zoning procedure 
was similar to the use of site-specific rezoning in other jurisdictions. 13 Subse
quently, however, its use has been extended to include comprehensive develop
ment plans for new neighbourhoods in which discretionary authority is 
delegated to municipal officials in implementing the plans. 14 

The discretionary zoning system has been implemented in other jurisdic
tions. The City of Winnipeg Act has since 1971 provided for the establishment of 
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development control areas within which control is by negotiated site-specific 
development permits rather than through pre-defined zoning, subject only to 
the provisions of a previously-adopted official plan for the district. Similar 
powers have been extended to municipalities by planning legislation in Alberta 
and Nova Scotia. 

Conditional zoning and other innovative zoning techniques have been intro
duced to achieve more finely articulated means of control. In Toronto, a special 
form of zoning (so-called mixed-use districts) was adopted for areas of permis
sible redevelopment within the Central Area in 1976; the zoning provides flexi
bility in range of uses and has in practice provided room for negotiation of den
sity, while at the same time putting limits on the exercise of discretion. 15 

Transfers of development rights between locations have also been increasingly 
used as a device to permit the scope of negotiations with a developer to be 
widened. 

Other elements of discretionary land-use controls have been introduced 
through the widespread adoption of supplementary development controls to 
regulate development details not controlled by zoning ordinances. Legislation 
empowering municipalities to introduce such controls was passed in most prov
inces in the 1970s. At a minimum, these supplementary powers allow municipal
ities to control siting, setbacks, and access through development agreements 
negotiated with the developer. In Ontario, planning legislation specifically pre
cludes municipalities from using such controls to reduce permissible heights 
and density. However, in other provinces, supplementary municipal powers of 
development control are more broadly defined. Several provinces expressly 
empower municipalities to regulate matters of design. 16 

Supplementary development control powers should be distinguished from 
discretionary zoning, since (at least in concept) such powers merely supplement 
the more general specifications of permissible uses and density set out in a zon
ing by-law. Nevertheless, in practice the existence of any powers of discretion 
provides a basis for negotiations between municipalities and developers over 
any aspect of the development. The potential for arbitrary delay introduced by 
any discretionary system of development control provides municipal officials 
with substantial negotiating power, particularly in dealing with developers who 
expect to have to work with the same officials on subsequent proposals. Legisla
tive limits on the matters subject to municipal review are consequently seldom 
effective. 

INCREASES IN PROCEDURAL COMPLEXITY 

Since 1945 the process by which regulations are changed and administered has 
become more complex. As the rights of citizens have become better articulated, 
the costs of this process have risen. In virtually all jurisdictions, there is provi
sion for a local board to which individuals can appeal for minor variances. 
Where notice is provided to adjacent property owners and there is a public 
hearing of appeals, this process typically provides a reasonable forum for their 
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adjudication. Important procedural changes have also occurred in the amend
ment of zoning regulations. In all provinces, individual citizens have gained 
increased rights to intervene in rezoning or other modifications of land-use 
restrictions. Public notice of a proposed zoning by-law is mandatory in every 
province; public hearings by municipal councils are now mandatory in six prov
inces. 17 In Quebec, local public hearings are not mandatory, but zoning by-laws 
must be submitted to a local referendum if sufficient citizens object. 

In several provinces, decisions at the municipal level may be appealed to a 
provincial tribunal either by the developer or by citizens. 18 Because it is nor
mally necessary to have legal counsel and to hire expert witnesses in order to 
participate effectively in hearings before such tribunals, the costs associated 
with this process can be substantial, and the difficulty faced by citizen groups in 
raising the necessary funds biases the hearing process in favour of developers. 
However, this is partly offset by the fact that the time taken up can impose signif
icant costs on developers waiting for a decision and increase the pressure on 
them to negotiate a compromise with objecting citizens. 

While the growth in procedural complexity is often condemned by develop
ers as undue red tape, it has been a response to issues of individual rights which 
arise in the administration of discretionary authority by regulators. Canadian 
concepts of regulation have been heavily influenced by the US concept of 
rule-of-Iaw, which Makuch summarizes as follows: 

Since we are dealing with property rights, rule-of-Iaw values become paramount 

and the rules for controlling physical development must be set out in advance. 
Those rules should be clear, concise, predictable and understandable, and should 

be decided upon and applied by impartial arbiters (1986, 168). 

This concept is the central feature of the US approach to zoning, in which a 
distinction is made between legislative and judicial functions, and in which (at 
least in theory) political choices are legislative and confined to the determina
tion of general rules. The US rule-of-Iaw approach is different from the concept 
of regulation in most European countries, where government discretionary 
authority is more the norm. In England, for example, developments are 
approved on a case-by-case basis by the central government. 

Canadian regulatory practice is a compromise between US and European 
approaches. The post-war history of planning legislation and jurisprudence in 
Canada has reflected a continuing tension between a desire to adhere to the rule 
oflaw and the practical advantages of flexibility provided by reliance on discre
tionary authority. In many cases, it is unfeasible to attempt to control details of 
prospective development through pre-specified ordinances; the nature of the 
regulation required is too dependent on the nature of the development pro
posed. Moreover, if control on a site-by-site basis is ruled out, the next-best reg
ulatory response may consist of the imposition of excessive standards and regu
lations. Indeed, most of the legislative changes introduced in the 1970S to permit 
supplementary development controls were largely motivated by a desire to 
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reduce the extent to which municipalities achieved control through the other
wise unnecessary use of site-specific rezoning. 

At the present time, municipalities exercise substantial discretionary power 
in regulating land use. Case-by-case regulation is widespread. How is the arbi
trary exercise of discretionary power limited? Legislation controlling its exercise 
has generally relied on four methods: the first is to prevent conflicts of interest 
and to penalize corrupt practices; the second is to require that decisions affect
ing individual rights be made through a process which ensures that the affected 
individuals are given a fair hearing in accordance with generally-accepted 
notions of "natural justice"; 19 the third is to provide an appeal process; and the 
fourth is to require decisions to be made on a basis that either adheres to pre
scribed criteria or is consistent with applicable precedents. In land-use regula
tion, the courts have distinguished between the adoption of area-wide zoning 
by-laws and site-specific rezoning. In the former, the courts have ruled that a 
municipal council is acting legislatively, and that rules of natural justice do not 
apply in such cases. However, in cases involving site-specific rezoning or other 
narrowly-defined issues where a municipal council is adjudicating between 
neighbouring property owners, judicial decisions have established that affected 
parties have a right to a hearing that is subject to such rules. 20 

PLANNING AND THE REGULATORY PROCESS 

To encourage consistency in municipal zoning decisions over time, there has 
been a growing tendency for the provinces to require municipal zoning deci
sions to conform to an already-adopted official plan. A municipal official plan 
may be adopted for an entire municipality or for an area within it; and generally 
such a plan sets out policies and criteria for which the municipal council shall 
have regard in making subsequent zoning decisions. The use of both discretion
ary zoning and supplementary development controls have generally been 
required to be preceded by the adoption of official plans, with subsequent site
specific decisions required to conform to the policies set out in such plans. 21 

The preparation of official plans has been made a mandatory prerequisite to 
the use of normal (that is, non-discretionary) zoning powers only in Alberta and 
Quebec. 22 Nevertheless, most large municipalities have adopted official plans 
to guide development in areas where redevelopment proposals are frequent. 
Once an official plan has been adopted, subsequent municipal zoning by-laws 
are generally required to conform to the provisions of the plan. 23 

The use of official plans as a device to provide more certainty works only if 
such plans constrain subsequent site-specific regulatory decisions. While gener
ally the case, there have been frequent exceptions. Moreover, where site-specific 
official plan amendments have been adopted to relax constraints on municipal 
zoning, such amendments typically are subject to added approval requirements. 
In most provinces, the adoption and amendment of official plans is subject to 
provincial ratification. In British Columbia, official plan amendments require 
approval by a two-thirds majority of the municipal council. 
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Regulating New Suburbs 

Unlike land-use regulation in already developed areas, where the norm has been 
for regulation to be implemented through previously-enacted zoning by-laws, 
the control of new suburban development is almost entirely through the exer
cise of discretionary powers in the process of subdivision approval. Virtually all 
new suburban development requires the subdivision of existing lots into smaller 
lots. To ensure valid land titles for the owners of the new lots, developers must 
have their plans of subdivision approved by a government agency. 

Such approvals, together with applicable zoning by-laws, are an additional 
instrument of regulatory control. While originally such approval was concerned 
with little more than the accuracy of surveys, governments had used the require
ment for approval as a means of imposing land-use controls on new suburban 
development even before World War I. 24 Early concerns reflected the effect of 
smaller lot sizes on the adequacy of septic tank waste disposal systems as well as 
other considerations. By 1945 subdivision control had become an important 
component ofland-use regulation in all provinces. However, the approval pro
cess focused on the adequacy of roads and municipal services. The use by muni
cipalities of subdivision approval powers to control the location of new develop
ment emerged as a response to the pressures on municipal services created by 
the rapid growth that occurred in the years following 1945. 

Although the nature of subdivision control varies from province to province, 
the basic features of such control are the same. An applicant must submit a plan 
showing the location and boundaries of lots, roads, parks, school sites, water 
mains, sewers, and other services. The plan must also show the uses to which lots 
shall be put. The importance of subdivision plans is not in what they contain but 
in the requirement for approval. Unlike zoning regulation, which defines pre
established rights of use for existing lots, there is no pre-defined right to subdivi
sion approval. The approving agency, whether municipal or provincial, has dis
cretion to approve or reject a plan. 

Where provincial legislation constrains such discretion, it is to define cir
cumstances in which a plan must be rejected. 25 Discretionary powers are gener
ally used to delay approval of proposed subdivisions to stage new development 
in accordance with municipal servicing plans. Indeed, the Ontario Planning Act 
explicitly requires approving agencies to consider whether proposed develop
ments are premature or in the public interest. In all provinces but Quebec, sub
division approval may be withheld unless adequate municipal services have 
been installed up to the site to be subdivided. 

While the principal control tool for new suburban development is the subdi
vision approval process, zoning by-laws also apply to such development. In 
effect, subdivision approval plays the same role in the process (though with 
greater discretionary authority for the approval agency) that supplementary 
development review does for redevelopment in existing built-up areas. Zoning 
by-laws normally impose pre-specified limits on density, as is the case in 
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already-developed areas. Moreover, they are of course required to control subse
quent land-use changes once a subdivision is built. 

The different process required for the enactment of subdivision zoning 
by-laws (often done at the same time as subdivision approval) has resulted in a 
seemingly complex system of development control. Some observers have pro
posed an integrated system of development permits in place of the existing dual 
control system. 26 It is not obvious that an integrated system would be prefera
ble. While an integrated system could conceivably result in a system in which 
fewer approvals were required, it would be necessary to strengthen the role of 
municipal plans to maintain the protection of existing interests now provided 
by the zoning approval process. 

In many cases, municipal plans and zoning are not set out for undeveloped 
areas prior to the submission of a development application. In part, this reflects 
a desire to avoid prematurely committing a municipality to a particular form of 
development. In addition, the approval of secondary official plans and zoning is 
often delayed for particular areas so as to direct growth to areas in which the 
municipality intends to provide servicing infrastructure (see, for example, 
Proudfoot (1980,45-7).27 The length of time required for approval of new sub
divisions generally is considerably longer for land for which secondary plans 
have not been prepared. 

Analysis of the lag between submission of a proposed subdivision plan and its 
approval indicates both that the average time required for a decision increased 
during the 1970S and that there is uncertainty as to the length of approval 
time. 28 The increase in the average length of time required for approvals seems 
primarily to have reflected two closely related factors: an increase in the number 
of provincial and municipal agencies which review subdivision applications; 
and an increase in the number of points of detail subject to negotiation with 
these agencies. In addition, requirements imposed in Ontario, Alberta, and 
other provinces for the preparation of regional plans temporarily slowed down 
the processing of subdivision applications affected by such plans. 29 

While the length of time required for subdivision approval may have some 
marginal effect on the concentration of ownership of developable land, it is 
likely to have little long-run effect on the supply and cost of new housing. The 
primary potential effect of an increase in approval delays is a one-time reduction 
in the value of non-approved developable land. Put differently, the long-term 
incidence of the cost of approval delays is borne primarily by land speculators 
rather than by prospective home buyers. 30 However, increases in average appro
val times can have a significant impact on short-run market responses to unan
ticipated increases in demand for new housing or to changes in the composition 
of such demand. 31 Whether temporary price increases occur depends on the 
size of the buffer stock of previously approved unbuilt subdivisions. The inven
tory of approved land on which building permits have not yet been taken out is 
normally sufficient to absorb most fluctuations in demand. 32 
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The planning .of maj.or public infrastructure investments in expressways, 
regi.onal public transit, and regi.onal water and sewer mains has a greater impact 
.on l.ot prices than d.oes the subdivisi.on approval pr.ocess. F.or example, in the late 
197.os Calgary froze the devel.opment.of .over twelve square kilDmetres Dfland .on 
the sDuth side .of the city because .of inadequate transpDrtatiDn facilities. The 
OntariD prDvincial gDvernment similarly froze mDst devel.opment nDrth .of 
TDrontD fDr a periDd .of fifteen years until a majDr water and sewer trunk servic
ing scheme was implemented in the early 198DS. In British C.olumbia, a freeze .on 
cDnversiDn .of agricultural land tD hDusing in the LDwer Fraser Valley was imple
mented thrDugh the establishment .of the Agricultural Land C.ommissiDn in 
1972. Such freezes potentially have bDth tempDrary and IDng-run effects .on l.ot 
prices, as have plans fDr green belts and regiDnal envirDnmental plans in .other 
areas. The extent .of the impact .on IDt prices depends .on investDr and develDper 
expectatiDns as tD the durability .of the freeze as well as .on the supply .of develD
pable land nDt affected by the freeze. 

DEVELDPER CONTRIBUTIONS TO MUNICIPAL COSTS 

By the end .of the 196DS, it had becDme nDrmal practice in all provinces .other 
than Quebec fDr subdivisiDn apprDvals tD be made cDnditiDnal .on the provisiDn 
by the develDper .of required .on-site services and .on the dDnatiDn .of land fDr 
roads, parks, and .other public purpDses such as SChDDI sites. In additiDn, devel
Dpers are frequently required tD pay IDt levies tD .offset .off-site municipal CDStS. 33 

Such cDnditiDns are nDrmally detailed in supplementary agreements between 
the municipality and the develDper. 

Requiring develDpers tD pay IDt levies and tD pay fDr the installatiDn .of 
required .on-site services has shifted mDst .of the public CDStS assDciated with new 
residential develDpments tD the purchasers .of the new hDusing. This is almDst 
certainly the mDst efficient way .of distributing the CDSt .of servicing new devel
.opments. If municipalities were required tD increase taxes .on existing residents 
tD subsidize new develDpments, the cDnsequent vDter resistance tD new develDp
ment cDuld shrink the amDunt .of new residential develDpment approved, lead
ing tD higher land prices f.or apprDved land. 

The c.osts impDsed .on develDpers have been the subject .of much cDntrDversy. 
Since municipalities are respDnsible fDr the maintenance .of services .once 
installed, there is an incentive fDr municipalities tD require a high standard .of 
installed services. The resultant proliferati.on .of "gDld plated" standards f.or 
develDper-financed services has been widely criticized by the develDpment 
industry. The practice may be efficient frDm a sDcial viewpDint. 34 Nevertheless, 
little analysis has been dDne .of the reallDng-run marginal CDStS assDciated with 
alternative servicing standards. As HamiltDn (1981, 63) nDtes, "It's surprising 
that mDre prDvinces have nDt required that SDme careful [CDSt benefit] analysis 
be undertaken tD justify current subdivisiDn standards:' 35 

The nDrmal requirement (.outside Quebec) that develDpers pay at least the 
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direct costs of roads and services within a development has the merit ofinternal
izing the effects of varying development patterns on servicing costs. The added 
servicing costs associated with larger lot sizes and frontages are thus borne by 
the purchaser of the lots, as they should be. To the extent that higher servicing 
standards yield an efficient substitution of capital costs for subsequent mainte
nance costs, as Goldberg (1980) argues, then this results in further internaliza
tion of subsequent direct cost differentials. 

A second advantage of requiring that developers pay all direct costs is that, for 
institutional reasons, it is easier to finance them through the new home pur
chases than by municipal borrowing. Municipalities tend, to a greater extent 
than federal or provincial governments, to balance annual budgets on a cash
flow basis. A requirement that direct servicing costs be paid for by municipali
ties out of current revenues would force taxes on existing residents to be 
increased, generating greater taxpayer resistance to new development. 

Even in British Columbia, where legislative changes have limited developer 
payments to costs directly attributable to new subdivisions, the presump
tion that developers should pay for the direct costs of services installed within 
a new development is generally accepted. The question from a policy view
point is the extent to which developers should also be required to make pay 
ments (lot levies) as a contribution to the indirect costs of servicing a new 
development. Such contributions have been normal practice in all provinces 
but Quebec. 

Little analysis has been done of the marginal costs to existing residents of new 
developments. 36 Analytically, the case for lot levies must be that they roughly 
correspond to the difference between the present value of added costs borne by 
existing residents of the municipality and the present value of incremental tax 
revenues attributable to the new development. The costs borne by existing resi
dents include privately borne costs associated with growth (the negative global 
externalities described above) as well as the tax-financed costs of services 
required by residents of the new development. The effect of new development 
on existing residents in a municipality depends on many factors, including the 
aggregate rate of development in a region and the extent to which previous 
infrastructure investments can accommodate more growth. The social costs 
associated with growth will vary from region to region, and also among munici
palities within a region. It is consequently difficult to generalize about the 
appropriateness of current lot levies without detailed analysis of the circum
stances of specific municipalities. 

One general point should, however, be emphasized. From· an efficiency 
viewpoint, the social costs of growth should be internalized in the prices paid for 
new housing. While this has the undesirable side effect of increasing the cost of 
new low-income housing, it is better that the true costs of new development be 
faced explicitly (and reflected in private choices of alternative development 
forms). The subsidies required to make new social housing viable should be 
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financed by all taxpayers. Attempts to reduce such subsidies by making neigh
bours bear some of the costs will merely engender more political opposition to 
the construction of social housing. 

EXCLUSIONARY ZONING IN NEW SUBURBS 

The most important impact of suburban land-use controls on housing markets 
has occurred through the imposition of minimum quality standards on new 
suburban housing developments. Minimum lot sizes and other land-use stan
dards have become a significant barrier to the construction oflow-cost housing. 

As noted earlier, there is a justification for imposing minimum quality stan
dards on new construction in existing neighbourhoods to protect the value of 
existing housing and so maintain incentives for residential improvements. 
However, the potential for negative local externalities is reduced in the case of 
new suburban developments in which all of the housing is constructed at the 
same time. In addition, the discretionary powers built into the subdivision 
approval process provide ample room for the imposition of site plan controls 
through which a municipality can ensure that local externalities are minimized 
for properties adjacent to the new subdivision. 

A better justification for exclusionary zoning in new suburbs is the existence 
of fiscal externalities arising from the use of property taxes to finance education 
costs. Because low-cost housing is likely to be occupied by younger families with 
children, education costs may be increased by new low-cost housing develop
ments to a greater extent than is the property tax base. This can result in prop
erty tax increases for existing residents, particularly in wealthier suburban mun
icipalities in which an above-average fraction of education expenses are 
financed from local property taxes. This source of fiscal externality could be 
eliminated by a reform of education financing to eliminate the current degree of 
reliance on local property tax revenues. 

In the absence of such reform, fiscal externalities could of course be elim
inated by increasing lot levies sufficiently to cover the present value of the added 
taxes which would otherwise have to be raised from existing residents. Alterna
tively, provincial governments could provide larger grants to subsidize the costs 
of educating children in new low-income housing developments. In either case, 
the cost to government of building new low-cost housing is increased. 

Even if fiscal externalities were eliminated, it is unlikely that the political 
pressures for exclusionary zoning would ease. Such pressures arise from many 
sources and motivations, only a few of which are economic. These pressures are 
reflected in the actions of municipal politicians. Any attempt by a higher-level 
government to force municipalities to become less exclusive will generally be 
politically costly. 

The prevalence of minimum lot size restrictions and other minimum 
housing standards in new suburban housing developments imposes a serious 
constraint on the supply of low-cost housing. This constraint is particularly 
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important in rapidly growing metropolitan areas. While finding ways of over
coming this constraint is important, a frontal attack on existing minimum qual
ity standards will require an investment of political capital. 

Other Supply-Side Intervention 

Government intervention in the housing market is not confined to land-use reg
ulation. It also includes regulation of new construction and of renovation 
through building codes, the licensing of tradesmen who work in the building 
trades, and a variety of tax incentives and direct subsidies. Changes in subsidies 
and tax preferences extended to the housing industry have had a particularly 
important effect on the supply of new housing since 1945. 

REGULATION OF BUILDING QUALITY 

Governments regulate construction primarily to protect the purchasers of new 
homes from unobservable quality defects. This is unlike land-use regulation 
which is most often concerned with avoiding negative externalities. Economists 
characterize the problem confronting consumers as primarily one of moral haz
ard. Where buyers cannot distinguish easily between construction of differing 
quality, market pressures may force quality standards to a lowest common 
denominator. 37 

Liability laws provide, in theory, an alternative to government -enforced min
imum quality standards. However, for these to be effective, it is necessary to 
remove the protection provided to shareholders by the limited liability of corpo
rations. Doing so is neither practical nor desirable. The effects that governments 
seek by regulation could be achieved in other ways, for example by requiring 
performance bonds from builders or by compulsory liability insurance. The lat
ter would result in the imposition of quality and inspection standards by private 
insurers as a condition of insurance. 38 

Some provincial governments have introduced warranty schemes. These 
schemes also generate problems of moral hazard and cross-subsidization. The 
moral hazard problem arises from the potential incentive effects of such 
schemes for high-risk producers. Even without such incentives, it is difficult to 
design an industry-financed warranty scheme which does not force low-risk, 
high-quality producers to subsidize high-risk, low-quality producers. Regula
tion limits the scope of such problems. 

Since 1945 there has been some rationalization of building codes through 
replacement of local by provincial codes. In addition, more relaxed standards 
have been promulgated for renovations of older housing which does not con
form to the codes applied to new housing. Though criticisms of the rigidity of 
building codes and their bias against the introduction of new building-systems 
and other innovations in construction technique are commonplace, it is inevit
able that such rigidity and biases exist. Similar biases would exist in standards set 
by private insurers in an unregulated market with compulsory liability insur-
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ance. Presuming that the risks associated with innovation are not to be borne in 
ignorance by the consumer, it is necessary for innovators to bear the costs of per
suading regulators to develop standards that permit the proposed innovation. 

TAXES AND SUBSIDIES 

Governments intervene in the market for newly constructed housing primarily 
through tax preferences and direct subsidies. These tools have been applied on 
both the supply side and the demand side of the market. On the supply side, the 
most important have been federal tax incentives and direct subsidies for the 
construction of rental market housing (MURBs and the ARP program and its 
successors) and social housing. On the demand side, the most important have 
been the federal tax preferences for owner-occupied housing (the tax exemption 
of imputed rental income and capital gains on owner-occupied houses) and a 
variety of special-purpose schemes (for example, RHOSP). The most important 
effect of these tax and direct subsidy programs has been a distortion of the taxa
tion of savings and investment, causing aggregate investment in housing to be 
greater than it otherwise would have been. This distortion in favour of housing 
has more than offset any aggregate effects of land-use regulation on the size of 
the housing stock. 

Regulation of the Rent Market 

In the 1970S two related forms of provincial regulatory intervention in rental 
markets were introduced in all ten provinces. These were rent controls and a 
substantial expansion in tenants' rights. 39 Some of the regulation was tempo
rary, notably in most western provinces, where rent controls were removed in 
the 1980s. Rent regulation, in various forms, continues in Saskatchewan, 
Manitoba, Ontario, Quebec, Nova Scotia, Prince Edward Island, and New
foundland. 

The reasons for rent regulation are different from the reasons for land-use 
regulation. In land-use regulation or the establishment of construction quality 
standard, the substantive economic rationale for regulatory intervention is allo
cative failure in an unregulated market. It is difficult to argue that there is an 
allocative failure which justified either rent controls or tenant protection. 

THE POLITICAL DEMAND FOR RENT CONTROLS 

As discussed in Chapter 1, the average real rental price of apartments has 
declined over most of the post-war period. Indeed, during the 1970-5 period 
leading up to the introduction of rent controls, average rent rents fell by almost 
20%. It is difficult to make a case for rent controls on the average behaviour of 
rental prices prior to the introduction of rent controls. 

The political demand leading to the introduction of rent controls was largely 
a result of the high dispersion of changes in rents in the early 1970S. Neither the 
magnitude nor the duration of the inflationary upsurge in the early 1970S was 
anticipated by investors. 40 The consequence was a substantial variance in price 
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increases, particularly for rent. The sudden, large increases in rents that 
occurred for a number of tenants was interpreted politically as "rent gouging:' 
Fear of being subject to further such increases led to strong demands by tenants 
for protection from the perceived potential for abuse. 

Had rent controls not been established, it is likely that average real rents 
would have risen over the 1975-85 decade. Important supply-side investment 
incentives were withdrawn, most notably the cancellation of MURBs i~ 1979. 
More important, interest rates rose through the 1970S and early 1980s, resulting 
in a sharp increase in the supply price of new rental units. 41 

The joint effects of rent controls and the increase in the real supply price of 
new rental units had created a serious disequilibrium in some metropolitan 
rental markets by the early 1980s. Such disequilibrium became particularly 
severe in Ontario, which experienced substantial population growth in 1980s. 
The major exceptions were Calgary, Edmonton, and Vancouver, where severe 
regional economic contractions reduced the demand for rental units in the early 
1980s. 

It is unlikely that rent controls can be eliminated in central Canada unless 
and until the current market disequilibrium is eliminated through the creation 
of a (temporary) excess supply of rental units. The conditions under which it is 
politically possible to eliminate rent controls can only arise through reductions 
in real interest rates, through subsidies of new rental construction, or through 
recession-induced reductions in aggregate demand for housing. 

RENT REVIEW AND COST PASS-THROUGH 

The predominant form of rent control, outside Quebec, has been "rent review." 
In effect, there is a two-stage process of rent control: rent increases up to a speci
fied limit can occur by right, but increases above this limit may be permitted 
after review. The flexibility introduced by discretionary authority has permitted 
rent controls to be looser than otherwise would have been the case. 

One of the more important elements of looseness in rent controls has been 
the allowance of "cost pass-through."42 In particular, increases in financing 
costs arising from an involuntary refinancing have generally been deemed to be 
a basis for approving rent increases. Unlimited cost pass-through provides an 
incentive for transfers of ownership of old rental buildings that cause financing 
charges to be based on the current market value of the building. Since the bene
fits to the new owner from cost pass-through are likely to be capitalized in the 
price, rent increases attributable to such "voluntary" changes in financing costs 
have been limited. 43 

It is clearly desirable to permit landlords to pass increases in operating and 
maintenance costs through to tenants along with amortized capital expendi
tures. Without such flexibility, a rigid system of rent control would create 
serious disincentives for landlord investments in maintenance and renovation. 
Most existing rent review schemes provide limited opportunities for such 
recovery. 
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THE EFFECTS OF RENT REVIEW 

The most important effect of rent controls has been to reduce the supply of new 
rental buildings, particularly as rent controls have been made tighter in recent 
years (in provinces where they are effective). This has shifted part of the welfare 
losses from rent controls to newly-formed households and to residents who 
move to rapidly growing metropolitan areas. 

The side effects of rent control have magnified this effect. There has been a 
substantial incentive to renovate old buildings and to convert them to condo
miniums, thus reducing the supply of rental housing. (This has led to further 
regulation of condominium conversions in some jurisdictions.) In addition, 
since rent review is less effective in its application to new tenants, there has been 
an incentive for landlords to evict tenants in order to raise rents. 44 

An important by-product of rent control has been an increase in the demand 
for tenant protection. Until the early 1970S landlord and tenant regulation was 
primarily concerned with the enforcement of contracts against a tenant. How
ever, in the 1970S there was a substantial increase in tenant protection, in part 
predating the introduction of rent controls and in part resulting from their 
introduction. In some jurisdictions (for example, Ontario), residential tenant 
protection now virtually accords tenants a right to indefinite occupancy of an 
apartment (at rents in accordance with rent guidelines) following the expiration 
of a lease. The consequent difficulty of removing an undesirable tenant has 
resulted in further decline in the supply of rental units, particularly of rooms 
previously rented to lodgers in owner-occupied housing. The net return from 
renting has become more uncertain, causing further increases in the required 
rate of return on new rental units. 

Conclusion 

Regulatory intervention is inevitable. The political demands by voters for regu
lation is deeply rooted in perceptions and buttressed by desired allocative effects 
which increase the aggregate welfare of the community. Nevertheless, there are 
opportunities for improvements in the efficiency of regulation. In land-use reg
ulation, the most fruitful avenue of reform is likely to be through the use of offi
cial plans as quasi-constitutional instruments through which to reduce uncer
tainty. Such instruments can, if properly used, also serve as the basis for making 
implementing decisions more expeditiously. In construction standards, reform 
is likely to come through development of a better process for incorporating 
innovations in building technology standards. 

It is difficult to foresee complete elimination of the significant tax distortions 
favouring home ownership. Indeed, the relevant political issue is to attempt to 
ensure that these distortions are not exacerbated by periodic pressure to allow 
the deductibility of mortgage interest and other expenses of home owners. 
Nevertheless, the magnitude of the tax distortions are currently enhanced by the 
effect of inflation on the tax system, and it is possible to eliminate this source of 
distortion by adjusting all income from capital for the effects of inflation. 
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In all of these endeavours, policy makers need to know more about the effects 
of regulatory intervention. In the case ofland-use controls, important research 
issues concern the evaluation of indirect costs and benefits to existing residents 
from new residential development, both in new suburbs and in inner-city rede
velopment. In the case of construction standards, there is a need for research on 
the effect of such standards on the cost of innovation and on the distribution of 
risks. Other key research questions include the evaluation of the interaction 
between the distribution among governments of fiscal instruments and the con
sequent incidence of fiscal externalities. 

The impact of tax preferences and direct regulation on the housing market 
has important effects on society. There are potentially large returns to research 
that increases our collective understanding of the complex ways in which gov
ernment interventions interact with one another and affect individuals in the 
economy. 

Notes 

1 I am indebted to John Hitchcock for his contributions to this chapter and to George 

Fallis, Jim Lemon, John Miron, John Todd, and an anonymous referee for their com

ments on an earlier draft. 

2 "Efficiency" is here defined as the maximization of individual satisfactions given the ini

tial distribution of human capital and other resources. The assumption that no externali

ties exist is but one element of a more general assumption made in deriving this neo-clas

sical welfare proposition. The more general assumption is that the consumption alterna

tives available to each individual (and their utility to each individual) is independent of 

choices made by other producers and consumers. See, for example, Koopmans (1957, 

Sections 1.3 and 2.2). 

3 In some cases, it may be possible for a property-owner to prove damages and so enforce a 

right to the "untrammelled enjoyment" of his or her property. However, the high costs 

and uncertainty oflegal action rule this out in most instances. 

4 A useful summary of early land-use legislation in Canada is provided in Hamilton (1981, 

Appendix V). Comprehensive zoning was introduced about the same time in the US. The 

first major use was in New York City in 1916, though widespread use of zoning ordinances 

did not occur in the US until after a 1926 Supreme Court ruling (in Village of Euclid v. 

Amber Realty Co.) that zoning was a legitimate use of police power not requiring com

pensation of injured property owners. 

5 The case is essentially a negative one and is due to an influential paper by Ramsey (1928): 

Can one find an ethical ground for giving less weight to the utility of future generations' 

consumption than to that of the current generation? As do most ethical questions, this 

question raises complex issues. 

6 In the City of Toronto, no privately-owned assembly of already-developed land in an 

existing low-density residence area has been rezoned to permit high-rise development 

since the early 1970s. Restrictions in Vancouver have not been quite so severe. 

7 For example, in the City of Toronto the additional matters regulated in low-density 
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residence areas since the early 1970S include height, the length of buildings, and restric

tions on the number of group homes (through enactment of a minimum distance 

between group homes). In addition, permitted densities have been reduced and mini

mum lot frontages increased in a number oflow-density residence areas. Infill projects 

are prevented by a general prohibition of residential units behind other residential units; 

ways in which this prohibition could previously be avoided have been ruled out. Finally, 

additional regulation of design details of new developments has occurred through the 

extension of development review procedures to many inner-city neighbourhoods. These 

regulatory changes have been supported by the adoption of secondary official plans in 

the areas potentially most subject to redevelopment pressures. The effect of the plan 

adoption in the context .of Ontario planning legislation is to make the regulations more 

difficult to change. 

S For example, in upscale inner-city residential neighbourhoods in Toronto's Central Area, 

the potential net return from a zoning change which would permit high-rise residential 

development at the residential densities permitted elsewhere in the Central Area is cur

rentlywell in excess Of$lOO per square foot of developable f1Dor space. The current values 

ofland assemblies in these areas are less than half of what they would be ifland uses were 

unregulated. Indeed, since the value of assembled land is now little different from the 

value of that land in fragmented ownership, land assemblies in Central Area low-density 

residence areas have virtually disappeared. 

9 Inner-city regulation has permitted an expanding variety of uses within low-density 

neighbDurhDods, including group homes and halfway houses. In additiDn, medium den

sity redevelopment has been permitted on the fringes. Inner-city pDlitical decisions have 

generally reflected more cDmpromises between protection of property values and other 

social CDncerns than has been the case in newer suburbs. 

10 Limits on the use of zoning for blatantly exclusionary purposes have been imposed in a 

1975 decision of the New Jersey State Supreme Court (Burlington NAACP v. Mt. Laurel 

Township), in which the Court ordered the community to change its zoning practices to 

enable a fair share of the region's poor to live in the community. Exactly what practices 

constitute "unfair "exclusion is a difficult question. The Mt. Laurel zoning law declared 

invalid by the Court included particularly offensive features such as a minimum floor 

area for single-family homes, severe limits on the number of apartments with more than 

one bedroom, and quality standards such as mandatory air conditioning. 

11 This efficiency argument is in fact increased in an environment of fragmented local gov

ernment, since it reinforces the well-known conclusions of the Tiebout model regarding 

the efficient provision .of public goods; see Tiebout (1956). The TiebDut model is an appli

catiDn ofthe theory of clubs (non-profit cooperatives); this interpretation is set out in 

detail in HendersDn (1979), in which it is shDwn that it is efficient for a suburb tD be 

hDmDgeneDus. The essence .of the Tiebout-HendersDn mDdel is that aggregate welfare 

losses assDciated with the provision .of IDcal public gDDds are an increasing functiDn .of 

the average absDlute deviation DfvDter preferences fDr tax-financed public gODds from 

those .of the median vDter. Municipal fragmentatiDn and exclusiDnary zoning are bDth 

devices through which such welfare IDsses can be reduced. 

·12 Even thDUgh zDning ordinances have twice been rejected in city-wide referendums in 
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Houston, a number of other land-use regulations have been implemented. These include 

setback and parking requirements for new apartment and commercial buildings along 

with subdivision controls that include minimum lot frontages and setback requirements. 

Moreover, all land in a 2,000 square mile region surrounding the city is subject to Hous

ton's subdivision controls (Siegan 1970,76-7,99,116-7). 

13 Spot reroning (site-specific zoning by-laws) was declared legally valid in a 1959 Supreme 

Court decision (Scarborough Township v. Bondi). Since then, site plan by-laws have 

become the predominant land control tool in areas subject to extensive redevelopment. 

14 Corke (1983) provides a detailed description. 

15 Permissible density is regulated by height as well as by a prescribed relationship between 

the maximum number of residential units and commercial floor space. In addition, den

sity bonuses may be awarded for the preservation of buildings designated as historic by 

the municipal council and for the provision of agreed-upon community services. Den

sity transfers between sites are also permitted. 

16 Hamilton (1981) cites Alberta, British Columbia, New Brunswick, Prince Edward Island, 

and Nova Scotia legislation authorizing municipal design control. 

17 The six provinces are New Brunswick, Nova Scotia, Ontario, Saskatchewan, Alberta, and 

British Columbia. Requirements for public hearings by municipal councils on zoning or 

official plan amendments were enacted in Ontario in 1983 and in British Columbia and 

Alberta in the 1970S. 

18 Appeals to provincial hearing agencies are provided for in Nova Scotia, Ontario, and 

Manitoba; in Alberta and British Columbia, there are provisions for appeal to the provin

cia� Minister. (In the case of British Columbia, the provisions for appeal apply only to 

municipalities other than the City of Vancouver). 

19 Such rules generally are interpreted to include rights to adequate notice, to information 

concerning a prospective decision, and to a hearing before all members of a decision

making body. In such a hearing, "natural justice" is normally presumed to imply that an 

affected individual should be able to present evidence, cross-examine opposing claims, 

and be represented by counsel. 

20 See, for example, Re McMartin et al. v. City of Vancouver (1968), 70 D.L.R. (2d) 38 and 

Wiswell v. Metropolitan Corporation of Greater Winnipeg (1965), 51 w.w.R. 513. The 

courts provide a remedy only for extreme violations of natural justice. Generally, the 

courts are reluctant to intervene in municipal political decisions. 

21 See for example the British Columbia Municipal Act, the City of Winnipeg Act, and the 

Alberta and Nova Scotia Planning Acts. Ontario is an exception, in that prior adoption of 

criteria in official plans is not required to use supplementary development control 

powers. However, the supplementary powers are more restricted than in other provinces, 

and the empowering legislation provides a right of appeal to the Ontario Municipal 

Board: 

22 The preparation of municipal official plans was mandated by Alberta in 1977 and by Que

becin 1980. 

23 The requirement that by-laws conform to official plans has been successfully used as the 

basis for appeal to the courts to have a municipal by-law disallowed. See, for example, 

Holmes et al. v. Regional Municipality of Halton (1977), 2 MLPR 149. 
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24 In Ontario, for example, the Ontario City and Suburb Plans Act of 1912 required that any 

plan of subdivision for land within five miles of a city having a population of more than 

50,000 be submitted to the predecessor of the Ontario Municipal Board for approval 

prior to registration. 

25 For example, the Alberta Planning Act of 1980 specifies that a plan of subdivision must be 

rejected unless the land is suitable for the intended uses and the proposed subdivision 

conforms to municipal and regional official plans. 

26 The Ontario Planning Act Review Committee (1977, 101) proposed that a separate study 

be undertaken of the implications of instituting such a system. While it advocated con

sideration of an integrated development permit/zoning approval system as a means of 

reducing the "substantial inefficiencies" of the current system, it was not itself able to rec

ommend a substitute. 

27 In many provinces, a two-stage planning process is followed. The first stage is the prepa

ration of a regional plan, which identifies the areas of potential development and is used 

as the basis for planning major regional infrastructure investments. The second stage is 

the preparation of a so-called "secondary" or "local" plan, which sets out local roads and 

zoning. 

28 See McFadyen and Johnson (1981) and Proudfoot (1980). For an earlier analysis, see 

Greenspan et al. (1977,125-30). 

29 Proudfoot (1980, 46) notes evidence from Waterloo that secondary plans there took an 

average three years to process. 

30 The approval process normally occurs in two stages (formal approval in principle of a 

draft plan, followed by subsequent final approval after all associated agreements have 

been entered into, lot levies paid, and performance bonds posted for developer under

takings. Consequently, the inventory most likely to be affected is developments which 

have received draft approval. 

31 Greenspan etal. (1977, 128-9) suggest that this may have been an important factor affect

ing the rapidity of the rise in lot prices that occurred in the early 1970s. However, other 

factors were probably more important, notably the upsurge in expected inflation and the 

increased incentive for home ownership provided by the 1971 tax reforms. 

32 For example, in Mississauga in 1978, the inventory of undeveloped lands which had 

received at least draft plan approval amounted to approximately 60,000 units, more than 

four times the number of units for which building permits had been issued. See Proud

foot (1980, 47). 

33 The provision of services is entirely the responsibility of municipalities in Quebec, 

though the fiscal consequences of this are ameliorated by provincial grants to municipal

ities. More generally, there has been a lower rate of investment in servicing infrastructure 

in Quebec. As the long-term consequences of past under-investment become increas

ingly a political concern, political pressures may also mount to shift the financing of ser

vices for new development to developers. 

34 Goldberg (1980) uses City of Vancouver engineering data to suggest that the present value 

of total social costs may be minimized by high servicing standards. 

35 Hamilton (1981) refers to British Columbia as the one province in which such a require

ment has been legislated. However, the 1977 amendment which constrained municipal 
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lot levies and servicing standards merely restricted them to "direct capital costs" (British 

Columbia Municipal Amendment Act, 1977, Section 702C). 

36 Volume 2 of the Greenspan Report summarizes the results of several studies; see Green

span et al. (1977, 135-8). The majority of these studies concluded that new residential 

developments generate more tax-financed costs than they provide in additional reve

nues. 

37 This process of adverse selection, if not limited by other factors, can lead to continuous 

decline in product quality and, in the limit, to disappearance of markets. See for example 

Akerlof(1970) and Hirschleifer and Riley (1979, Section 1.2.2). 

38 This is indeed the case in France, where there are no comprehensive building codes but 

designers and contractors are liable for ten-year period for major defects. Liability insur

ance is almost universal, and the design and inspection requirements of insurers result in 

a system that is, at a practical level, "comparable with building control systems else

where" Silver (1980, 5). 

39 Quebec and Newfoundland have systems of rent regulation that predate those intro

duced by the other eight provinces. 

40 The best empirical evidence for this is that even real pre-tax short-term interest rates 

were negative throughout the early and mid 1970S. 

41 The rise in interest rates was at first an increase in nominal interest rates and only subse

quentlyan increase in real interest rates. However, for institutional reasons (notably the 

design of conventional mortgage instruments and the application of traditional loan 

evaluation techniques), both types ofincrease have a contractionary effect on the private 

provision of new rental housing units. High nominal interest rates that translate into low 

after-tax real rates for developers have, because of lending practices, translated into 

higher lender requirements for initial cash flow incomes from rental projects. Higher real 

rates have resulted in higher required economic rates of return for the developer. 

42 In Ontario the 1979 Act revising rent review explicitly provides that increases in operating 

costs, amortized capital expenditures, and changes in financing costs may all be used to 

justify a rental award by the Residential Tenancy Commission. 

43 Changes in financing costs arising from a change in ownership have not been allowed as a 

basis for rent increase awards in Ontario since December 1982; this change resulted from 

the much publicized sale and resale at much higher prices of 11,000 Toronto rental units 

owned by a single company in transactions whose sole purpose was to provide the basis 

for an increase in capital costs and hence financing charges. 

44 Changes in Ontario legislation (notably the implementation of a rent register) in 1986 

reduced this incentive and made rent regulation tighter. 



CHAPTER EIGHT 

Building Technology and the Production Process 

James McKellar 

THE RES IDENTIAL construction industry in Canada has evolved since 1945 with 
a minimum of capital investment, little standardization, varying skill levels in 
the labour force, an aversion to technological innovation, and a reliance on a 
myriad of subcontractors, suppliers, and material producers. It is an industry 
that has a complex organizational structure, is fragmented, is subject to major 
cycles in the economy, and is regional in character. It may be argued that these 
are also its long-term strengths. 

Housing stock producers have seldom operated nationally, and the regional 
and local variations in the way housing is built across the country are more sig
nificant than apparent similarities. The local nature of the industry hinders 
attempts, such as this, to understand the broader picture as it has emerged over 
time. Many pertinent facts have likely been overlooked or omitted. From owner
builder in Moncton, New Brunswick, to small housing manufacturer outside 
Montreal, to mobile home manufacturer in Red Deer, Alberta, to merchant 
builder on the outskirts of Toronto, those who build or manufacture housing 
across the country may fault the level of generalization that the current data and 
information can sustain. 

The housing stock production process has not significantly changed over the 
last thirty years, nor will it likely change in the years ahead. Yet, this is a process 
that is relatively robust and efficient, adaptable and responsive to changing con
sumer needs and demands over time. 

The changes in the residential construction industry through the years have 
been small and incremental. The industry has not been well studied and much 
of what is documented is anecdotal. Much residential construction-specific data 
is lacking. The available literature explains why certain changes might or should 
take place, but few data exist on what actually happened. Quantitative informa
tion is scarce, particularly time series data on the component costs. 1 Investiga
tions of the production process are further hampered by a lack of research and 
development activity within the industry itself and an almost exclusive reliance 
on government statistics with which to measure industry performance. Thus, 
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any attempt to study housing production and the technical changes in the 
industry must be qualitative and judgmental. 

Post-War Origins of the Industry 

The residential construction industry, as we know it today, arose out of the exi
gencies ofthe war, and its birth coincided with the founding ofCMHC on 1 Jan
uary 1946. In the words of CMHC's first president, David Mansur, the "primary 
duty" of the new corporation would be "finding ways and means for private 
enterprise to look after needs in the economic (housing) field." He asked that 
success be measured "by the amount of activity not undertaken" by government 
agencies "in the public housing field." 

CMHC's Integrated Housing Plan initiated the post-war era of single-family 
detached housing (CMHC 1970, 12). In this scheme, speculative builders under
took to sell houses at a price previously agreed upon, and in turn, CMHC under
took to buy back unsold houses. This program also forged CMHC's close ties 
with building materials producers and suppliers since one of CMHC's early 
responsibilities was the issuing of priority certificates for the use of critical 
building materials such as cement and plumbing fixtures. Some CMHC branch 
offices even held bulk supplies of nails to be sold directly to priority builders. 

This "integrated" plan gave encouragement, security, and confidence to the 
many small builders who were entering the house-building industry for the first 
time. Enthusiasm, and a few hand tools, were convenient substitutes for skills 
and experience. In 1947 and 1948, as many as 491 builders took part in this plan, 
and each year produced more than 5,000 units or nearly half of all NHA
financed housing in those years. Although annual starts were about 90,000 

units, success was short-lived. The effect of the Korean War was reflected in 
housing starts that plummeted to 68,000 units. The number ofNHA builders in 
Toronto fell from 500 in 1950 to 170 in 1951 (CMHC 1970, 15). 

Development of the Industry 

Chartered banks were authorized to make NHA loans starting in 1954. This ini
tiative was coupled with NHA amendments that introduced "insured loans" to 
guarantee against default risk. These actions made insured mortgages more 
available in many small and remote communities where banks had branches. 
Such actions reduced the risk of speculative building; borrower affordability 
and accessibility to the housing market was improved, and financial risk to 
builders was diminished. The era of the small builder, even in remote locations, 
was launched. The fortunes of the residential construction industry now rose 
and fell with interest rates. 

Parallel to its initiatives in housing finance, the federal government sought to 
encourage housing construction more directly through the 1954 NHA amend
ments. In administering the Act, CMHC promoted national construction 
standards and sought to raise the quality of construction with its own force of 
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building inspectors. A legacy of these initiatives was improved material perfor
mance for a form of residential construction that was to endure right across the 
land. Today "wood frame platform construction;' utilizing the nominal two by 
four (and now the two by six) is as firmly entrenched as it was three decades ago. 

An industry that began with government assistance to small builders 
through WHL, the Integrated Housing Plan, and the 1954 NHA amendments 
came to include, in the 1960s and early 1970s, large diversified real estate compa
nies capable of undertaking land development as well as both single detached 
and multi-family housing. These firms focused on less expensive homes, offer
ing more space at less cost through standardized designs and increased market 
share. Names such as Bramalea, Markborough, Cadillac-Fairview, Nu-West, 
Genstar, and Campe'au dominated the residential land and construction scene 
in certain regions to the extent that critics hinted of oligopolies and called for 
intervention. Diversification for many of these large companies was both geo
graphic and product-oriented. Nationally-recognized names emerged in the 
home-building industry. These same names began to appear on apartment sites, 
office developments, regional shopping centres, and industrial buildings in 
Canada and the United States with increasing frequency throughout the 1970S. 2 

Neither industry nor its forecasters, ensconced in the building boom of the 
late 1970S, foresaw the immense changes that were about to occur; 1976 was a 
watershed year; a drop in activity followed and the recession of the early 1980s 
caused a trauma that was still being felt in the mid 1980s in certain major market 
segments, particularly in western Canada. Many of the large companies with
drew entirely from residential construction and land development business, 
leaving the field to myriad small home-builders who had survived on larger cus
tom homes and the home renovation market. Land was left in the hands of the 
banks or the pension funds that had bank-rolled the developers. In Calgary, 
there were few holdovers by 1985 from the 1981 list of top ten house builders. The 
new list had many names that were not even in business in 1981. The industry 
changed radically right across the country. 3 

Since 1976 there has also been a steady increase in the amount of total resi
dential renovations and a progressive decline in the real value of new residential 
construction. Total spending by Canadian home owners on repairs and 
improvements increased 23% over the period 1982-4 to an estimated $9.7 bil-, 
lion. 4 Total dollar spending in seventeen metropolitan areas jumped from $1.7 
billion to $4.1 billion in just six years (1978-1984), and 65% of this spending was 
for improvements. Contractors accounted for 71% of this value. Renovation, 
which includes both improvements and repairs, has emerged as a big business in 
Toronto (29% of this 1984 total), Montreal (24%) and Vancouver (15%). How
ever, the majority of renovation spending is still done by home owners beyond 
these seventeen metropolitan areas (58% of the 1984 total). 

It is only a matter of time until the value of renovation construction exceeds 
the value of new residential construction (CMHC 1985a). Figures already show 
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that renovation accounts for a larger proportion of the total residential con
struction employment than new work, although new construction still gener
ates greater total employment because of the materials requirement. 

In the future, large builders will likely playa reduced role in residential con
struction and, after winding down their land inventories, will likely concentrate 
on specific regional markets such as Toronto and Montreal. Even in these mar
kets, profits have not reflected the early 1980s inflation in house prices, and this 
raises further questions as to the advantages, if any, of size. 5 The residential con
struction industry is expected to become one made up increasingly of small to 
medium-sized firms. Innovation will never be a trademark of this group; it will 
be a reactive industry, treading cautiously on new ground, adopting changes in 
building practice only when absolutely necessary and pursuing an approach to 
building that could be termed "business as usual." Its main lines of activity will 
split into those firms which concentrate on new construction and those which 
specialize in renovation. 

The Industry in 1984 

A 1984 survey of the home-building industry found that only 63 firms had 
annual revenues of $10 million or more; these firms accounted for 25% of total 
home building industry revenue and averaged thirty-three salaried employees 
(Clayton Research Associates Limited 1987). Ontario had 62% of these large 
firms. There were 409 firms with revenues from $2 million to $10 million, and 
Ontario and Quebec shared 68% of this category. These medium-sized firms 
averaged only five salaried employees. The 1984 survey also found that average 
before-tax profit revenue was just 3.6% of the total, down from 8.0-9.5% in the 
mid 1970S. 

Within the industry, residential general building contractors (RGBC) have 
continued to specialize in single-family detached housing: on average, 71% of 
output from 1977 to 1982. Since this group is the single largest sub-component of 
the industry, it gives rise to the claim that the residential construction industry is 
primarily oriented toward the production oflow density, single-family housing 
by small companies. Other sectors of the industry do not threaten this predomi
nance. For example, the activities of real estate developers declined from 50% of 
housing starts in 1977 to 24% in 1982 (in step with the decrease in multi-family 
housing starts). In spite of the prominence of small firms (builders averaged just 
9.9 homes in 1985), the 241 medium and large-size builders (4.8% of all builders) 
together accounted for one-half of all houses built by builders in 1985 (Clayton 
Research Associates Limited, November 1986). 

A significant portion of new houses built every year in certain provinces and 
regions are owner-built or owner-contracted. In rural areas of the Maritimes, 
almost all houses are owner-built; in Saskatchewan, approximately 30%; in 
Sault Ste. Marie, 60%; in Prince George, British Columbia, roughly 80% 
(CMHC 1985a). 
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The Housing Production Process 

Despite the diversity of firms and their local scale of operation, residential con
struction is practised according to a few common styles throughout much of 
Canada. While it is difficult to describe a Canadian residential construction 
industry, even on a regional basis, it is not difficult to describe the means of 
housing production and the building technology upon which this production is 
based. This description will focus on the construction process for new construc
tion and concentrate upon low-rise wood frame construction. That is not to say 
that high-rise construction and renovation are not important. High-rise con
struction is not going to command the importance it once had in the 1960s and 
1970S, and we are only on the threshold of technological innovations in the reno
vation field. Renovation will see an increasing volume and an increasing sophis
tication in firms taking on this work. 

The housing production process used for single detached and low-rise, 
multi-family wood frame housing can best be described as the "assembly line in 
reverse." As opposed to the traditional assembly line process whereby the prod
uct moves past stationary workers, the residential builder has kept the product 
stationary and scheduled the flow of tradesmen past the house. This process has 
been ideal for large-scale tract housing that has characterized so much of the 
industry since World War II. As a process, it stands in marked contrast to the 
"systems builders" of Europe who rely on factory-built housing predicated on 
the traditional assembly line process. 

The traditional building practices upon which the early merchant builder 
thrived were refined but not replaced during the period of war-time housing. 
Shortages of materials and labour, and the need for quick erection time, led to 
significant improvements over pre-war housing techniques. The house plans 
and sequential production practices that were introduced by WHL to meet pro
duction quotas mark the beginning of the modern residential construction era 
in Canada. 

The quintessential Canadian home is perhaps the "Type C" unit, a storey
and-a-half model used across Canada by WHL in the period 1941-5, in the Veter
ans' Rental Housing program after the War, and by the early NHA builders. The 
Veterans' Rental Housing program produced 25,000 of this particular unit in the 
three years following 1947 (CMHC 1970). The Type C house utilized platform 
wood-frame construction in an approach that still accommodated a high pro
portion of site-applied, traditional materials such as lumber, brick, cement, and 
plaster. The innovation had more to do with arranging and deploying the con
stituent elements of labour and materials to cope with production schedules. 
Platform construction was nothing more than the sequencing of the building 
trades required to complete a house: the innovation being to first complete the 
sub-floor assembly upon which the walls could be accurately framed horizon
tally and then lifted into place. There was no major breakthrough in the use of 
materials, and these first houses had virtually no pre-assembled or factory-built 
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components other than the plumbing fixtures and the convection air furnace. 
In the late 1940S and the early 1950S, a good builder used from 1,500 to 1,700 

person-hours on-site to build a typical wood-frame, wood-sided bungalow 
(Scanada Consultants Limited 1970). By 1970 this labour component fell to 920 
hours for a comparable house with better landscaping, cabinetry, and finishes. 
These savings can be attributed primarily to the building materials industry and 
the introduction of an increasing number of "high factory content" materials 
and "value added products" such as plywood, gypsum wall board, floor tiles and 
carpeting, window and door assemblies, two-coat paints, transit-mixed con
crete, prefabricated kitchen cabinetry, and light weight structural roof and floor 
trusses. In addition, power tools, fork lift trucks and truck-mounted hoists, job 
management and "assembly-line" sequencing of trades have yielded increasing 
efficiency on the actual job site. 

However, these on-site efficiencies are not uniform across the country and 
reflect the local availability of building products and differences in skill levels 
and wages. For example, the same bungalow that averaged 920 hours oflabour 
required 1400 hours in the Maritimes; seasonality can further distort this range. 
Labour practices are difficult to track, but from 1949 to 1969 the average annual 
productivity change was in the order of a 1.0 to 1.5% increase (Scanada Consul
tants Limited 1970). Productivity lagged during the 1970S, and labour and mate
rials costs soared. 6 Over the decade 1971-80, the increase in output per person 
employed (labour productivity) averaged 0.8% per annum in the construction 
industry overall (Clayton Research Associates Limited 1983). This was similar to 
productivity gains recorded overall by non-agricultural industry in Canada, but 
less than productivity gains in manufacturing and goods-producing industries. 

In examining the cost breakdown for a new single-family home, a 1982 study 
confirmed for the US market what also seemed true of the Canadian housing 
market during the 1970S: between 1970 and 1980 in the US, the cost of a serviced 
lot increased dramatically, by 248%, to consume 24% of the total cost of the 
house (Merrill Lynch 1982). Labour and materials for the house itselfboth fell as 
a percentage of total cost in the same period, from 19% to 16% for labour, and 
from 37% to 34% for materials. Financing costs for the builder rose from 7% to 
14% and overhead and profit dropped from 18% to 14%. 

The picture in the 1980s has been different for both Canada and the US. In 
Canada, the rate of increase in labour, materials, and land costs all dropped sig
nificantly through the early 1980s. In the mid 1980s land was approaching a 10% 
annual increase; labour held relatively steady at 4%; and material costs had 
dropped to the same range. In the period 1981 through 1986, according to Statis
tics Canada (1987), residential construction material prices rose nationally by 
29%; union wage rates rose 32%; conventional mortgage lending rates dropped 
39%; and land costs increased 8%. 

However, parts of the country have experienced dramatic decreases in build
ing costs. Construction costs for a typical bungalow in most centres of Alberta in 
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1986 were close to those in 1981 (0.4% drop), in nominal dollars (Alberta House 
Cost Comparison Study 1986). In terms of inflation-adjusted 1986 dollars, con
struction costs in Alberta have fallen dramatically (22%) since 1981. 

Innovations in the Process 

Construction techniques, equipment and materials have certainly changed 
since the 'lYpe C unit was first introduced, but caution has prevailed. There is a 
perception in the industry that the firm that entertains minor variations from 
the norm courts disaster. This shared view is a strong disincentive to the advo
cates of new ways. Two deviations are worth mentioning - one unsuccessful and 
the other quietly successful. The first was in response to the growing enthusiasm 
in North America in the mid 1960S for European "system building" techniques. 
In the US, this prompted "Operation Breakthrough:' a federal program 
designed to encourage industrialized building of multiple dwellings as a means 
to solve the affordability problem. In Toronto, from 1968 to 1970 four companies 
were founded, two using proven European concrete slab systems and two adopt
ing more experimental concrete box module approaches. A fifth company 
acquired the rights to a Swedish panel system, but later abandoned the venture. 

This was a period characterized by a rapid expansion of apartment construc
tion, with starts more than doubling from 1963 to 1968. Profits were high, the 
stock market decidedly bullish, and the overall economic outlook bright. There 
was concern that, at least by North American standards, conventional construc
tion techniques had reached the limit of their efficiency. For a number of rea
sons, some of the largest Toronto developers ventured into large-scale systems 
building. Market conditions could not have been better. 

In summarizing the experience of these companies, it can be succinctly stated 
that, in the years 1968 to 1974, system building failed in the Toronto market (Bar
nard 1974). Ofthe four companies that entered the industry, none demonstrated 
the capability to compete with the conventional industry. Two reasons can be 
cited: first, despite generally higher quality and somewhat faster erection times, 
none of the companies showed the overall cost savings that were originally 
expected; and second, none of the companies was able to obtain sufficient orders 
to maintain continuous production, thus losing economies of scale and adding 
to the cost problems. 

The second deviation deals with the little known success of factory-built 
housing by two companies in Calgary, Alberta that, between them, dominated 
regional markets for single detached housing during the 1970S. Engineered 
Homes was founded in 1959 and grew out of Muttart Homes that got its start in 
1943 through WHL. 7 Engineered Homes first offered its wood panel, factory
built system in 1960. From 1971 to 1976, the peak years, it shipped products to 
fifty-two dealers throughout British Columbia, Alberta, Saskatchewan, and 
Manitoba, and as well as to Wales, France, and Germany. By 1974 it had pro
duced a total of 50,000 houses. The company was purchased by Genstar in 1972, 

and when Genstar closed the plant in April 1984, it had recorded some 70,000 
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units over its twenty-four year life span. The factory was virtually a self-con
tained operation, producing windows and doors, trusses, wall sections, kitchen 
cabinets, and stairs. The only site work was drywall, roofing, mechanical and 
electrical systems, plumbing, and finishing. This was a total package that went 
from factory production to land development and retailing. Its final demise was 
caused by the drastic downturn in residential construction during the 1980s. 

A local competitor was Qualico, a privately-owned company from Winnipeg 
that entered the prefabrication business in 1959 and operated factories in both 
Calgary, to serve the Alberta market, and Winnipeg, to serve Saskatchewan and 
Manitoba. 8 Production was for their own consumption, exclusively, and 
although the Calgary factory peaked at 1,250 units, including multiples, it nor
mally ranged from 250 to 450 units annually. The production system was charac
terized by its simplicity, its astute attention to cost and inventory control, and its 
reliance on long-term employees, some with over twenty years experience in the 
same plant. The Calgary plant was closed in 1984. 

In contrast to the Toronto experience with "systems" building, Engineered 
Homes and Qualico exemplified a highly sophisticated form of "mixed mode" 
technology that depended more on the organization and management of the 
total building process than on factory production per se. They combined factory 
production of value-added components with on-site construction, and they 
had the capability to vary the mix according to market conditions. The factory 
work merely duplicated field practice under one roof. Neither Genstar nor 
Qualico sought technological breakthroughs in their production processes; they 
simply adapted standard practices to more cost effective production techniques. 

From the foundation to the roof, the quality of home-building components 
and the assembly of these components has improved considerably over the 
decades. In the early 1950S pre-assembled aluminium sliding windows were 
introduced and eventually led to the various pre-finished energy-efficient win
dows in the market today; pre-assembled kitchen cupboards with post-formed 
plastic laminate counters appeared in the late 1950S, and gypsum wallboard 
overcame initial trade resistance to gain widespread use by the mid 1950S. Roof 
trusses also appeared in the 1950S, and floor trusses in the 1960s, although nei
ther substantially penetrated the market until a decade later. Plastic plumbing 
lines followed the introduction of copper after the war and became the standard 
in the 1960s for drain, waste, and vent plumbing. Concern with energy efficiency 
in the 1970S led to insulation improvements including introduction of 2x6 fram
ing to accommodate more insulation and promotion of the R-2000 standard in 
the 1980s for energy efficient construction. 

New construction practices were made possible by such labour saving 
devices as hand-held power tools, the pneumatic nail gun, and the concrete 
pump. Concern with the overall performance of the building enclosure led to 
studies to control condensation in walls and attic spaces, the use of polyethylene 
vapour barriers, and the airtight drywall approach (Alberta House Cost Compar
ison Study 1985). Some innovations thrived and others failed to realize their full 
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potential. Waferboard was a great success (Salomon Brothers 1986). This was the 
first alternative structural panel to plywood and was developed and produced in 
Canada starting in 1966. The Government of Alberta, in looking for ways to cap
italize on its abundant, but previously unused, Aspen wood source encouraged 
the development of waferboard technology. By 1985 over 150 different panels had 
received performance ratings from the American Plywood Association, and 
waferboard and oriented strand board (OSB) sales increased more than tenfold 
from 1980 to 1985. 

Permanent wood foundations, on the other hand, have never threatened the 
viability of masonry or concrete foundation walls. In spite of their economic 
competitiveness, proven performance in preventing sub-surface leakage, and 
acceptance of plumbing, wiring, insulation, and drywall for finished basement 
spaces, they have not gained the confidence of the industry. Thirteen years after 
their initial introduction, permanent wood foundations are a good example of 
the resistance of home building trades to materials and techniques that funda
mentally depart from current norms (Shaw 1987). For example, it is not only 
trade resistance that one must contend with. Wood foundations are a good 
example of the strength of consumer resistance to unfamiliar practices. The sub
stitution of wood for concrete underground is not something the consumer can 
readily accept. 

The industry has a history of moving cautiously toward innovation. Innova
tion must be compatible with existing building practices, must require relatively 
little or no capital investment, and must simplify the task at hand (Shaw 1987). 

For example, pre-hung doors were disseminated into the industry within three 
years, while roof truss systems, involving greater complexity, took some twenty 
years to be fully disseminated. David MacFadyen, president of the National 
Association of Home Builders Research Center in the US, estimates that "for a 
construction innovation, the mean time to adoption is typically 15 years." The 
experience in Canada is not likely very different since the countries share similar 
information sources and networks. 

Research and Development in Residential Construction 

The highly-fragmented and regional nature of the residential construction 
industry is not conducive to the type of industry research expected of a consu
mer products manufacturer. It is highly unlikely that the small builders who 
dominate the field will even collect market data or systematically gather infor
mation on new products, let alone support a research program. Most housing 
research in Canada, particularly of a technical nature, has been carried out 
largely by, or with, the financial assistance of the federal and provincial govern
ments. Even the trade associations have turned to governments to fund their 
research agendas. 

The federal role in technical research was prompted by the 1944 NHA, specif
ically Part V, that came under the jurisdiction of CMHC in 1946. Even today, 
Part V provides federal funds to conduct research into the social, economic, and 
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technical aspects of housing and related fields, and to undertake the publishing 
and distribution of the results of this research. Part V refers to research under
taken external to CMHC, and through this external research program, resources 
have been directed at technical subjects covering almost every aspect of housing 
performance. 

The NRC Division of Building Research established an international reputa
tion for its technical research directed at component performance and did much 
to improve the understanding of wood frame construction. A combination of 
the NRC, CMHC, and the Forest Products Laboratory first undertook to 
develop and promote roof trusses in Canada. The Division of Building Research 
had the critical task of updating the National Building Code and therefore 
played a crucial role in promoting change and innovation through its regulatory 
influence. In its present form, as the Institute of Research in Construction, this 
organization has redirected its efforts to contract research on behalf of industry 
and government and has foregone some of its traditional role in code-related 
research topics. 

In the 1980s there has been a marked increase in the activities of various pro
vincial agencies with a direct interest in technical research and development. 
The Ontario Research Foundation supports building-oriented research; the 
Ontario Ministry of Housing has promoted research in codes and regulations 
affecting renovation, assessment of renovation strategies, and forms of direct 
industry assistance; the Saskatchewan Research Council, a field station of the 
NRC, is noted for its work in energy efficient housing, notably the R-2000 
house; and Alberta's Department of Housing has stressed product development. 
Fortunately, there is still the impetus for federal-provincial collaboration at var
ious levels. For example, the degradation of concrete garages resulting from salt 
action is now the focus of a coordinated effort involving provincial govern
ments, CMHC, NRC, the Department of Public Works, CIPREC, and the Con
crete Manufacturers Association, among others. 

Technical research within the private sector is almost exclusively the purview 
of the building products industry. A notable exception was the "The Experi
mental Housing Program" of the National House Builders Association, Techni
cal Research Committee, started in the 1950S.9 Under this program a series of 
experimental houses were constructed, with the support and cooperation of 
CMHC, NRC, Department of Forestry, Canadian Wood Council, and the Ply
wood Manufacturers of British Columbia The "Mark" series spanned the years 
1957 through 1968 and were primarily directed at introducing new materials, 
new methods of erection, and changes to residential building standards and 
building regulations. 

The Mark I, constructed in Hespler, Ontario in 1957, prompted changes in 
2X4 wood framing, reduced the thickness of sub-floor, exterior wall, and roof 
sheathing, and introduced the heated crawl space in lieu of a basement. Two 
years later, the Mark II built in Calgary, Alberta, introduced lightweight 2X4 
wood roof trusses and 1/2 inch thick drywall throughout the interior. In 1961, the 
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Mark III, built in Ottawa, utilized preserved wood foundations and plastic sup
ply and waste pipes, and was followed in 1963 by the Mark IV that had the first 
all-wood basement to be built in Canada. The Mark V was a departure from its 
predecessors in that it sought to reduce costs by using different construction 
methods within the realm of existing building regulations. Observations of the 
Mark V house showed that materials accounted for 74%, labour 24%, and 
equipment rentals 2% of the on-site costs. The labour content of individual 
operations varied from 77% for painting to 14% for the installation of electrical, 
plumbing, and heating services. As a point of comparison, the 1986 Alberta 
House Comparison Study indicates a breakdown of 25% for labour and 75% for 
materials for CalgaJY and Edmonton (Alberta House Cost Comparison Study 
1986).10 

The final house in the series, the Mark VI, was built in Kitchener, Ontario in 
1968, and as the only two-storey unit, it reflected the concern with increasing 
land cost. This experiment demonstrated numerous materials and practices not 
yet approved under existing building codes, including precast concrete base
ment walls and footings, steel floor joists, electric cable heating integrated into a 
drywall "sandwich" panel, a prefabricated bathroom unit and plumbing "tree:' 
and the use of vinyl siding, soffit, fascia, eavestrough, rain water leaders, and 
shutters. 

Unfortunately, this type of applied building research, combining both pri
vate and public initiatives, did not continue in the same systematic fashion 
through the 1970S. The 1970S became the era of the home warranty program and 
energy efficiency. Attention turned more and more to issues of land develop
ment and subdivision regulation as the price of residential land continued to 
escalate. Beyond product research, much of which takes place south of the bor
der in the laboratories of such companies as Boise Cascade, W.R. Grace, Owens 
Corning Fiberglas, or Weyerhaeuser, the thrust of research in the private sector 
in Canada is directed at evaluating, establishing, and revising government poli
cies and regulations affecting the industry. An exception is the activities of the 
wood industry in Canada, much of which has now been consolidated under 
Forintek Canada Corporation. 11 

The Products of the Industry 

The storey-and-a-half, Type C, unit of the 1940S provided two bedrooms and a 
half-bath upstairs and a living room, bedroom, full bath and eat-in kitchen 
downstairs, all in approximately 88 square metres (Doherty 1984). This particu
lar unit became the backbone of immediate post-war housing production and 
typified the issues of the day (Galloway 1978). New housing prototypes appeared 
by the late 1950S, along with more sophisticated attitudes to community plan
ning and design. 

The much-favoured three-bedroom "ranch style" bungalow that appeared in 
the late 1950S, closely resembled the two bedroom bungalow, Type B, produced 
during the war. By the early 19605, the "split-level" and "bi-Ievel" were in 
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wide-spread use and afforded better use of the basement space. In the late 1960s, 
with the increasing cost ofland, two-storey units enjoyed considerable success. 
For the first 25 years after the war, most single detached housing was a variation 
on these three generic types, the bungalow, the split-level and the two-storey 
unit, in two, three, and four bedroom versions. 

While average house size increased with the years, neither house type nor size 
indicate the immense change in lifestyle that accompanied these years. Signifi
cant qualitative changes were better reflected in the myriad of housing designs 
and floor plan layouts that began to appear. Emerging lifestyles required first a 
single and then a double garage, sodding and fencing, landscaping, washer and 
dryer, complete interior finishing, carpeting throughout, larger lots, forced air 
heating, and sometimes air conditioning. Inside the home, two new rooms 
appeared: a utility room next to the kitchen and opening to a side or backyard, 
and a family room to house the television set. The kitchen expanded to accom
modate an eating area and an extension for children's play. Walls separating the 
living room, dining area, and kitchen were eliminated to create a more "open" 
plan and to introduce new activity areas. The picture window and then sliding 
glass doors gave the interior a brighter appearance, and consumer demands for 
more amenities led to laundry chutes, linen closets, built-in appliances, and 
other features that were well beyond necessity and the need for shelter. Many of 
these features were factory made or assembled and therefore placed few 
demands for new skills on the on-site labour pool. Pre-assembled kitchen cabi
nets in various styles introduced a new luxury into the kitchen, and bathroom 
features followed shortly thereafter. 

Changes were not only reflected in the design and production of the house 
itself. The dramatic rise in the cost of serviced lots was driven, in part, by the 
consumer's interest in better neighbourhood planning with improved street 
lighting, curbs and gutters, sidewalks, underground utilities, parks and play
grounds, bicycle and walking trails, and community centres. Local municipali
ties adopted neighbourhood standards that made many of these "amenities" the 
norm and provided the engineering standards that would ensure the longevity 
of this infrastructure. These costs were assigned to the cost of the serviced lot, 
except in Quebec where they showed up as a local improvement charge on the 
home owner's annual property tax. 

The approval process no longer dealt only with lot size and setbacks but now 
required provision of school sites, more sophisticated methods to handle storm 
drainage, hierarchical road networks, public transportation routes, landscaping 
and irrigation of dedicated public open space, and designation of sites for neigh
bourhood facilities ranging from daycare to convenience retail. More of the real 
costs of growth, including provision of police and fire stations, new sewer and 
water trunk lines, upgrading of vehicular routes, regional park systems, and 
school buildings, also found their way into the cost of the serviced lot through 
off-site charges assessed on an acre basis against lands being subdivided for 
new development. The approval process became more complex with citizen 
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participation and environmental review, and the lengthening of this process 
also carried a cost. 

The new communities and planned neighbourhoods of the 1970S and 1980s 
reflected a different set of consumer expectations from those that shaped the 
housing tracts of the 1950S. The cost of the serviced lot reflected the charges for 
meeting a broader set of consumer expectations, as well as the municipality's 
charges for incorporating the lot into the fabric of the then-existing community. 
The complexity and cost ofland development was now far beyond the capability 
of most home builders. This gave rise to a segment of the industry, mainly large 
companies, whose product was not only houses but also the retailing of serviced 
lots to other build~rs. 

Through the 1970S and the early 1980s, a multiplicity of detached housing 
types, forms, and styles evolved. Such architectural features as two-storey 
spaces, loft spaces, and cathedral ceilings were in great demand and made pos
sible by more variety in truss designs such as the "scissor" truss. Bathrooms and 
kitchens became the focus of attention in number, size, and design, and they 
were increasingly being customized to suit particular segments of the market. By 
the late 1970S builders discovered the move-up market, the luxury market, the 
"empty-nester:' and the young professional market, and product differentiation 
was noticeable. 12 A limited range of stock plans gave way to in-house design 
departments, and by the late 1970S Canadian builders were making the annual 
pilgrimage to the convention of the National Association of Home Builders in 
the US, with a side trip through the California show homes to see what trends 
were shaping the market place. Show homes, sales pavilions, consumer prefer
ence studies, and media campaigns became part of the business. The industry 
took on new dimensions in marketing and sales. 

Changes in single-family detached housing were still modest when com
pared to the introduction of fundamentally different housing forms to accom
modate the growth of multiple-unit rental housing in the 1960s and 1970s. The 
majority of new apartment units in the Toronto market were built by some half 
dozen developers, companies which were fully integrated in land, construction, 
sales, and property management, and often with annual volumes in excess of 
1,000 units. The key to their success was the emergence of highly efficient sub
contractors (Barnard 1974), particularly in the structural trades of concrete 
forming, reinforcing bar placement, and concrete casting. 

During the 1960s these building trades benefitted from a new sophistication 
in high-rise building techniques and a large influx of immigrant labour. The 
advances in high-rise residential construction techniques fall into two 
categories, standardization and innovation (Barnard 1974). The products of 
these apartment builders were highly standardized in design, unit layout, struc
tural systems, finishes, and even overall appearance. This in turn allowed com
ponents such as partitions, kitchens, and bathrooms to evolve to standard or 
near standard designs. Prefabrication was made possible by economies of scale, 
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and both on-site advances in standardization and off-site prefabrication were 
seen as the most effective means to stabilize costs. 

Competition among these few large-scale companies promoted capital
intensive new processes in the search for efficiency and, on one of the rare occa
sions, innovation in construction techniques was aggressively pursued. Two 
results were the refinement of the "flying form" by Tridel in Toronto and the 
introduction of the "climbing crane." The flying form technique, involving a 
pre-assembled, pre-engineered forming system, streamlined the process of 
on-site concrete pours and achieved construction rates of over one floor per 
week. The climbing crane, a European feature, increased the versatility of 
on-site labour crews and allowed greater prefabrication and preassembly of 
larger, heavier components. Innovations from this period soon became industry 
standards throughout North America and the "flying form" was to high-rise 
residential construction what "platform construction" was to single detached 
housing. 

However, high-rise buildings did not account for the majority of multi
family units built across the country. The production of townhouses, duplexes, 
semi-detached, triplexes, and three-storey walk-up apartments (wood frame, 
or "combustible" construction) has always exceeded mid to high-rise apart
ment construction ("non-combustible" construction). Similarly, single-family 
detached housing starts have traditionally exceeded multi-family starts, 
although in 1964 for the first time, more apartments (60,435) were built in Can
ada than detached houses (50)475). Detached starts declined, as a percentage of 
total starts from 69 in 1973 to 63, in 1982, but this figure has risen through the 
1980s and is estimated at 66% for 1987. 

This decline in multi-family starts is reflected in the collapse of new rental 
housing construction in the 1970S. From 1963 to 1970, 85% of all rental starts, 
which in turn accounted for 47% of all housing starts, were private, non-govern
ment-assisted starts. A decade later, by 1980-1, private rental starts had fallen to 
10% of total starts. Four structural shifts precipitated this collapse of new rental 
construction: first, a drastic change in the tax incentives which had encouraged 
private rental housing; second, a gradual shift in emphasis to government-sup
ported home ownership and social housing; third, a growing view that inflation 
would persist and even accelerate; and finally, the impending threat of rent con
trols (Smith 1983). The impacts of this decline were most severe on the large 
apartment builders who dominated high-rise construction. 

One product that has not met with continued success in the Canadian mar
ket is the manufactured house, particularly the mobile home. 13 The volume of 
manufactured housing in Canada dropped from 49,000 units in 1974 to less than 
10,000 units in 1984 (CMHC 1985a). Canada's 21 home producers shipped just 
3,191 units in 1984, according to Statistics Canada, a 250/0 decline from 1983. The 
remnants of an industry which once produced more than 25,000 units annually 
(1973) are centred in Alberta and British Columbia where nearly half of the 



150 James McKellar 

country's producers are located (Clayton Research Associates Limited, 
November 1986). The "prefab" industry that factory-produces sections, com
plete units, or components for on-site erection consisted of just 81 producers in 
1984, down from 87 in 1983 and 97 in 1982 (Clayton Research Associates Limited, 
January 1987). Total shipment of larger firms amounted to 4,694 units in 1984, 
down from 4,694 the previous year. Only four firms had more than 100 employ
ees, and these four accounted for 36% of all production. The average firm 
employed 25 workers and shipped $2.3 million of product. 

For an industry that is locally or regionally-based, often fragmented, cau
tious to introduce new ways of building and new building materials, and usually 
dependent on many small and medium-sized builders and sub-contractors, it 
has shown a remarkable ability to adapt to changing consumer demands and 
preferences over the years. The industry has the capacity to react, but slowly. It 
still has the capability to produce a wide range of housing options in response to 
evolving aspirations, changing population mix, and different patterns of con
sumption among buyers. 

Prospects for the Future 

The social system of the home building industry is comprised of the material 
supplier, the home builder who assembles these materials, the home-owner who 
purchases the value-added product, and government that regulates the process. 
Technology and the production process must be viewed within the context of 
this system, and any prospects for the future are likely to be bound by the system 
as we know it today. Opportunities for technological change and innovation 
within the residential construction industry are most likely to be found in, and 
integrated with, current industry practices and approaches. 

There will be new incentives on the demand side, particularly the need to find 
more cost -effective ways to provide affordable housing and to address a growing 
home renovation market. However, these incentives will apply to improving 
conventional forms of building, and consistent with historical trends in the 
industry, changes will be evolutionary, not revolutionary. We are not likely to see 
major breakthroughs in cost savings as a result of anyone particular technology, 
and as in the past, conventional forms should prove as cost effective as factory
built housing systems in the long run. Most research and development 
motivated by the desire to reduce costs will be directed to improving these con
ventional systems with the basic intent of improving reliability, simplifying 
on-site erection, and reducing the on-site labour component. 

The demands of increasingly differentiated markets for greater choice and 
improved quality will define new product opportunities for factory-produced 
components and assemblies. The factory environment can encourage systems of 
quality control, the introduction of more diverse materials and specialized 
trades, and greater variety of product type. In the past, so many of the value
added components have been wood products such as pre-hung doors, floor and 



Building Technology and the Production Process 151 

roof trusses, kitchen cabinets, and stair assemblies. These products have capital
ized on cheaper labour sources and have been a means to effect labour savings, 
particularly in periods of labour scarcity. New value-added products may 
address the need for more customized interior and exterior finishes and trims, 
reduced maintenance, lower operating costs, increased flexibility, home secu
rity, or retrofitting of existing space. These products are likely to be directed at a 
discretionary market and not necessarily at lowering costs. 

Opportunities for research and development of technical innovations can be 
categorized in five areas. The most obvious is the increased development of 
value-added prefabricated components and systems, particularly composites. 
Related to this is the development of engineered structural and non-structural 
components and systems derived from plastics and reconstructed wood prod
ucts. Promotion of new materials can be expected from companies not tradi
tionally viewed as construction industry suppliers, particularly in the area of 
synthetics. There is certain to be increased interest in manufacturing and pro
cess technology, including the development of prefabricated and factory 
mechanization process and equipment using computer-driven controllers. 
Finally, product manufacturers will continue to pursue the increasing utiliza
tion of construction coatings, sealants and adhesive materials. 

In the US, the National Association of Home Builders anticipates a gradual 
shift from traditional craft skills to industrial-type assembly skills as prefabrica
tion of building components intensifies. Prefabrication, including larger basic 
building components, will expedite the construction process and increase 
labour productivity among more specialized and skilled construction workers. 
Several trends are foreseen: new sources of supply will be available in the elect
ronics, plastics, and fabrics industries not previously oriented toward construc
tion; joints and connections will become increasingly easy to install and more 
maintenance-free; computer-controlled, factory-produced components will 
compete with conventional assemblies in an increasingly diversified and cus
tomized residential market; craft skills will be in highest demand in a limited 
market for retrofitting, conversion, rehabilitation, and historic preservation; 
building components will carry a manufacturer's warranty; and plug-in, zip-in, 
and hook-up connections for telephone equipment, plastic plumbing, heating 
and electricity will reduce maintenance and servicing needs (NAHB 1985). 

The demand is growing for even more energy-efficient building systems and 
equipment. Energy-efficient products that may find their way into the home 
include: coatings that can both absorb and reflect heat; window glazings with 
adjustable thermal and lighting characteristics; devices to reduce indoor air pol
lution in tightly sealed houses; and various thermal and structural components 
integrated with microcomputer control systems to provide optimal levels of 
energy efficiency. Product development may even extend to some of the more 
common problems of moisture damage in wood frame houses, deteriorating 
concrete parking structures, and cracked basement walls. 
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The renovation market could be a fertile area for innovation, and it is the 
market with perhaps the greatest growth potential (Clayton Research Associates 
Limited, May 1986). But there are caveats. Barriers to entry into this field are 
largely non-existent. This has important consequences for the competitive posi
tion of firms that try to adopt sophisticated techniques - customers will have 
considerable choice from among contractors with varying levels of skill. This is 
also a market comprised of relatively small jobs, scattered throughout existing 
stock, and often contracted on an informal basis. While structural additions to 
existing homes are estimated to be an $850 million dollar business today, it will 
not be an easy market to access with new products and processes (Clayton 
Research Associates Limited, January 1987). The renovation market is still rela
tively immature in spite of its apparent size. 

Unlike the automobile industry, agriculture, or for that matter, many of the 
consumer markets, quantitative data on the residential construction industry 
are scarce. Time series data that could provide a better understanding of how the 
industry has performed in relation to the business cycle, rising costs, competi
tion, market demands, or regulation and housing policy are difficult to 
assemble. The lack of housing research by other than government agencies has 
not placed the industry on a strong footing to meet emerging opportunities. 
Lack of data on renovation activity is a prime example. In spite of the high vol
ume of expenditure in this segment, there is scant evidence that the industry is 
cognizant of this opportunity, nor that it has a strong interest in capturing the 
major share of this construction activity. 

Government could playa key role in removing or alleviating impediments to 
the acceptance of worthwhile innovations. The fragmented nature of the indus
try, particularly the renovation sector, is a barrier to the effective identification, 
development, evaluation, and dissemination of innovation. It is a barrier that 
industry participants on their own, or even through their trade associations, are 
not likely to overcome. Governments, and particularly the federal government, 
could provide a national forum to promote innovation and the transfer of tech
nology within the industry. Without this assistance, the industry will be increas
ingly susceptible to the information sources associated with the larger markets 
to the south and off-shore producers, as evidenced by Canadian interest in 
Swedish prefabricated panel production systems and Japanese prefabricated 
housing. 14 

At present, it is difficult to advance a strong argument in support of some of 
the foreign prefabricated building systems that are catching the attention of the 
trade press (McKellar et al. 1986). The Japanese prefabricated house, the Swedish 
wood panel system, or the US mobile home industry have limited applicability 
in Canadian markets. There are not the profit margins to justify the initial capi
tal outlay for plant and equipment and to support the on-going overhead during 
downturns in the building cycle (Gietema and Nimick 1987). These foreign 
competitors, even today, seldom match the level of sophistication that Qualico 
and Engineered Homes brought to the Canadian market. In fact, Mitsui and 
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Mitsubishi, two of the foremost names in Japanese industry, have embarked 
upon house building operations that closely parallel the operations of these two 
Canadian companies. Both Japanese producers utilize the Canadian approach 
of wood frame platform construction using on-site erection of "2X4" walls 
(McKellar 1985). 

Future prospects for the Canadian residential construction industry lie nei
ther with foreign competitors nor with neighbours to the south. The post-war 
residential construction industry in Canada has evolved over the years in 
response to the demands of this country, and there is every evidence of solid 
ground upon which to improve the production and delivery of housing to meet 
future needs. The "assembly line in reverse" has served the residential construc
tion industry well since its introduction in the mid 1940S and, through incre
mental improvements, it has become in its own right a highly sophisticated 
building system. No doubt, it will be necessary to embellish or supplement this 
"assembly line" with advancements in product research and development, fac
tory mechanization and control systems, or new managerial skills. 

The residential construction industry has proven its ability to adapt, to shed 
the lure of foreign approaches to "systems" building and, in fact, has devised a 
building technology and production process that is highly regarded and now 
emulated in other countries. If there is one future or one frontier yet to be 
explored, it is the international market. Perhaps it is now time for the Canadian 
residential construction industry to meet the challenge of the Japanese or the 
Swedes in off-shore markets where long-term potential may be the greatest. 

Notes 

1 A large information base is available, both nationally and regionally, dealing with the 

output and production processes of the housing industry over the entire post-war period 

(Statistics Canada, CMHC, and the National Research Council). As is often the case, 

there is greater information available for the later years. Considerably less, and more 

fragmentary, information is available in statistical or published form, on the topics of 

industry structure and cost, land and technological change and transfer in the housing 

industry. 

2 The international trend was perhaps a logical extension of the success of these firms 

through the late 1960s and early 1970s, and not unrelated to the subsequent decline in 

Canadian demand and rising opportunities in the US south-west and elsewhere. Also, 

large-scale commercial real estate and land development began to dwarf the residential 

activities that had given birth to many of these companies. 

3 By mid 1987 the stage had once again been set for a cycle that last occurred a decade ago. 

The pace of housing production in 1987 surpassed all expectations and the warning signs 

are out. Ontario and Quebec continue to dominate the industry with 70% of all starts in 

1987, and single-family starts are providing the principal momentum for a market 

estimated at a seasonally adjusted rate of 262,000 units. See Clayton Research Associates 

Limited (August 1987). The housing industry, in spite of past experiences, is once again 
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about to ignore the fundamental economic and demographic factors that shape demand. 

It is not an industry that believes in numbers; it reacts to what it sees, when it sees it, and 
not before. 

4 When allowance is made for renovations to the rental stock, the total amount of renova

tion spending in 1984 exceeded spending on new residential construction. See Clayton 

Research Associates Limited (May 1986). 

5 Annual reports for two prominent Toronto-based publicly traded home builders show 

little or no increase on gross profit margins from 1985 to 1986, a period of unprecedented 

increase in housing starts and "exploding" prices in the Toronto region. See Clayton 

Research Associates Limited (April 1987). The number of single-detached house builders 

in Canada's twenty-four CMAs increased in 1986 after falling in 1985, a pattern that 

reflects the increase in single-detached starts. See Clayton Research Associates Limited 

(November 1986). There were 4,989 firms in 1985; 80% constructed fewer than ten houses 

that year. These 3,976 firms accounted for just 21% of all houses built by the industry. 

6 The average annual rate of increase in building labour costs in Canada from 1971 to 1977 

was near 12%; worse than in the US (6%) and Sweden and Switzerland (10%); compar
able to Finland and Denamrk, and better than Portugal (14%), the United Kingdom 

(15%), and Austria (17%). The average annual rate of increase in building materials costs 

in Canada from 1971 to 1977 was near 9%; worse that in West Germany (4%) and Austria 
and Japan (8%); comparable to the US and France, and better than Asustralia (12%), Bel

gium (16%), and the UK (17%). Data are drawn from the Annual Bulletin of Housing and 
Building Statistics for Europe and the Monthly Bulletin of Statistics (various years), both 

published by the United Nations Economic Commission for Europe. 

7 Interview with Gordon L. Magnussen, former president of Engineered Homes. Calgary, 

Alberta. 

8 Interview with Maurice Chornoboy, former Senior Vice-president, Qualico Develop

ments Ltd. Calgary, Alberta. 

9 Interview with William M. McCance, former Director Technical Research, National 

House Builders Association (NHBA), Toronto. The "Mark" series of experimental proj

ects is summarized in a small brochure "The Experimental Housing Program of the 

National House Builders Association Technical Research Committee;' (not dated). 

10 The Alberta House Cost Comparison Study has been carried out annually since 1979 and 

serves as an excellent source for consistent construction cost data, over time, for selected 

urban centres in Alberta. 

n Forintek Canada Corp. was formerly a Crown agency but was subsequently transformed 

into a for-profit corporation and is now supported by research income. 

12 Product differentiation and its impact on design and construction is examined in a 

research publication Design Preferences and Trade-Offs for Moderately Priced Housing In 

Alberta. Alberta Department of Housing. November 1985. 

13 See Bairstow and Associates Consulting Limited (1985) for an examination of the oppor

tunities for manufactured housing in Canada. 

14 See McKellar (1985) for an in-depth analysis of the Japanese prefabricated house and its 

applicability to other markets. 



CHAPTER NINE 

Net Changes in Canada's Post-war Housing Stock 

A. Skaburskis 

DESPITE THE data shortcomings, Canada's housing stock and flow statistics 
have improved over the past four decades. The completions series now better 
reflect additions to the stock. Demolitions and conversions are now being 
counted and monitored at local levels and summarized by Statistics Canada. 
Quality control procedures have become more sophisticated. 

This chapter reviews the evolution of census definitions and procedures in 
enumerating the housing stock. Also considered are the methods used by Statis
tics Canada to measure the annual flows of units into or out of the housing 
stock. The chapter then considers determinants of stock changes focusing on 
demolitions, conversions, and abandonments. Finally, the chapter considers 
progress since 1945 in the measurement of stocks and flows and discusses future 
data needs. 

Stock Definitions and Statistics 

A census takes a snapshot of the stock of housing in Canada at a particular date. 
In doing so, Canadian censuses divide the stock between private and collective 
dwellings. Private dwellings are "structurally separate sets of habitable rooms 
with a private entrance ... giving access ... without having to pass through 
another dwelling:' The difficulties in applying the definition yield errors that are 
small in comparison to the numbers depicting the total size of the stock. The 
errors, however, are large in comparison to the number of units added each year 
through completions or conversions. They are large in comparison to demoli
tions and, when combined with other errors, they overwhelm attempts to esti
mate stock losses by census and completions reconciliation methods. A 2% error 
in classifying building type will swamp attempts to measure events affecting 
0.2% of the stock. 

The 1986 Census identifies 9,515,930 private and 19,800 collective dwellings. 
The former includes 469,000 unoccupied private dwellings (but does not 
include unoccupied seasonal or marginal dwellings) and 55,265 dwellings 
occupied only by temporary or foreign residents. This chapter is concerned 
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exclusively with the stock of private dwellings. The Census distinguishes unoc
cupied private units that are available for rent or sale from those that are not 
available. 

Canadian censuses also categorize dwellings by type of structure: for 
example, single detached dwellings, double houses, row houses, other attached 
houses, duplexes, apartments, and movable homes. Unfortunately errors in past 
censuses and changes in the magnitude of these errors mar the usefulness of 
available building type statistics. In 1951, 

... there had been some misunderstanding on the part of the enumerators as to the 

application of the definition for single-attached dwellings. This misunderstand

ing appeared to be such that in 1941 too large a number of single-attached dwell

ings were reported. In 1951, the reverse appeared to be true, with enumerators 

tending to report too many apartments and flats (Census of Canada 1951, 10: 362). 

The switch to self-enumeration in 1971 introduced new procedures and new 
sources of error as indicated by the 1976 caution: 

... owing to a significant response bias in the 1971 figures for structural type of 

dwelling, particularly in the larger urban centres of Quebec, the comparability of 

1976 and 1971 data should be viewed with caution. Different studies were under

taken to evaluate the extent ofthe error. It was found that in the identified problem 

areas in the Montreal core, the 1971 figures for "single attached" were overstated at 

the expense of the "apartment" category, which was underestimated by 36% (Cen
sus of Canada 1916, 3.1: 31). 

In 1976 census, enumerators identified the building type on the outside of indi
vidual census forms. While the procedure appears to have given reliable mea
sures, it was not replicated in the 1981 census. A return to 1971 procedures led to 
response bias and the new warning. 1 

From the structural perspective the counts for apartments in buildings with five or 

more storeys are believed to be relatively accurate. Counts for other types of dwell

ings in multiple unit structures (for example, apartments in buildings ofless than 

five storeys and row houses), on the other hand, may contain varying degrees of 

error. For these dwellings there have been two types of misclassification. First, 

there are misclassifications among various types of the multiple unit structures. 

For example, apartments in buildings ofless than five storeys have frequently been 

classified as row houses and semi-detached. Second, there are some misclassifica

tions between multiple and single structures. For example, a duplex may have 

been misclassified as a single detached. 

Both the magnitude of the errors and the variation in their size are important. 
Their large size precludes accurate estimation of the changes occurring as a 
result of conversions that add units within the existing stock. Thus, we are least 
able to measure changes in the stock most often occupied by the housing-disad
vantaged. 



Net Changes in Canada's Post-war Housing Stock 157 

Table 9.1 

Conventional housing stock by provincet: Canada, 1941-1986 

('ooos of conventional dwellings) 

Atlantic Prairie British 
Canada provinces:j: Quebec Ontario provinces Columbia 

All dwelling types 
1941 2,638 243 659 932 578 226 

1951 3,512 376 882 1,204 70 3 348 

1961 4,725 437 1,243 1,695 866 475 
1971 6,247 515 1,684 2,299 1,060 676 

1981 8,416 666 2,243 3,053 1,466 969 
1986 9,516 773 2,516 3.357 1,184 1,160 

Single-family dwellings 
1941 1,904 194 311 681 523 196 

1951 2,362 296 354 845 581 287 
1961 3,086 340 486 1,171 704 379 
1971 3,704 381 662 1,395 790 467 
1981 4,883 501 978 1,728 1,026 636 

Other dwellings 
1941 734 50 348 252 54 30 

1951 1,150 81 528 359 120 61 

1961 1,638 97 757 524 163 95 
1971 2,543 135 1,022 904 270 209 

1981 3,533 165 1,265 1,324 439 332 

SOURCE Statistics Canada: Current Investment Indicators, Science Technology and 
Capital Stocks Division. 
t Data are given for census years. 1986 counts by dwelling type are not available. 
:j: Data unavailable for Newfoundland prior to 1949. 

Table 9.1 presents the best estimates of the conventional housing stock by 
region available at this time. 2 Conventional housing consists of dwellings whose 
foundations form an integral part of their structure. These differ slightly from 
census counts because they exclude mobile homes. 

Flow Definitions and Statistics 

In addition to census stock counts, Statistics Canada uses other survey data 
to estimate the stock flows that change the size and character of the housing 
stock. Four types of flows add units to the stock: completions, conversions to 
residential use, recovery (from abandonment, temporary loss, or temporary 
conversion), and reclassification (including temporary to permanent dwell-
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ings, and definitional changes). Other flows result in losses (for instance, tem
porary mergers, conversion to non-residential use, damage that makes a dwell
ing uninhabitable, and demolition). Net change in the stock can, in principle, be 
estimated by adding the flows that increase its size and subtracting losses. In 
practice, net change is also measured by comparing consecutive census counts. 
If data on all flows were available, then both should yield the same numbers. 
That they do not points to errors in the counts and differences in coverage or 
definition. These discrepancies are easily observed when we attempt to reconcile 
stock and flow data. 

Statistics on completions are developed monthly by CMHC. Their Starts and 
Completions Survey (SCS) collects building permit summary statistics monthly 
from all urban areas with more than 10,000 people. The rest of the country is 
sampled quarterly to complete the data set. Excluded from the SCS definition of 
additions are mobile homes, tents, trailers, and the other miscellaneous build
ing types where counted by the census as the occupants' usual place of residence. 
The SCS does not cover conversions or additions to existing buildings. It 
excludes temporary dwellings and seasonal homes, some of which may become 
usual places of residence and hence be included in census stock counts. The 
CMHC survey yields good counts of permit-obtaining completions by building 
type, as presented in Figure 9.1, but excludes dwellings built without permits. 

New conversions are a separate category of additions. These are units built 
intentionally for immediate conversion. For example, the "Vancouver Special" 
is a large single-family dwelling (SFD) built in a neighbourhood zoned for 
single-family houses which may be converted immediately after the last build
ing inspection takes place. With minimal effort, the house is turned into a 
duplex. In Calgary, new permit -obtaining duplexes have been turned into quad
ruplexes. In Toronto, one-bedroom apartments became a larger number of 
"bachelorette" units. New conversions are often completions done without per
mit and should be treated as unreported additions. Using only permit-obtain
ing completions statistics understates the number of new units added to the 
stock. 3 

The housing stock can also be augmented by physical conversion within the 
existing stock or by conversions from the non-residential stock. 4 For example, 
single-family houses are converted into duplexes and triplexes. In so doing, the 
habitable space of such houses is typically increased - for example, by finishing 
off basement or attic areas. Such activity expands the physical stock and increase 
its value, but often is not recognized in published flow series. Many large old 
single-family houses in the inner city were converted to rooming houses during 
and after World War II and later reconverted to small apartments as the housing 
preferences and needs of small households changed. The extent of the physical 
conversion that has taken place in the inner areas oflarge cities, and its relative 
importance in providing low,.income housing, has led housing analysts to 
recognize the multiple converted dwelling (MCD) as a distinct building type. 
The flexibility offered by MCDs is an important means by which the supply of 
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FIGURE 9.1 Annual dwelling completions by type: Canada, 1951-1986 . 
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low-income housing can be adjusted and expanded. Loss of these units, through 
demolition or deconversion to single-family houses, reduces the housing stock 
available to low-income people. That their loss can fuel future housing prob
lems of this kind makes it important to monitor this component. 

The conversion of seasonal dwellings to year-round use, the sale of a second 
home, and the transfer of group housing or foreign-owned dwellings to a pri
vate household can show up in the census as an addition to the stock. 
Previously-vacant "temporary dwellings" are added to the census count when 
they become someone's usual place of residence. If not taken into account in 
stock and flow reconciliation, they introduce errors and show up as large 
residuals. The residuals also contain the errors mentioned earlier and cannot 
therefore shed light on the extent of the net changes from anyone particular 
kind of flow. 

One can also distinguish between permanent and temporary losses. Perma
nent losses are caused by the demolition and abandonment of buildings because 
of fires and other hazards and disasters. Retrievable losses may result from a 
temporary merger of units or from the conversion of dwellings to non-residen
tial use. Reclassification of a building'S use can also appear as a component of 
stock change. The conversion of a single-family house into a group home will, 
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Table 9.2 
Completions, conversions and demolitions of conventional dwellings: 

Canada, 1946-1985 

Net stock Completions Conversions Demolitions 
Total % Single Total % Single Total Total % Single 

1946 2,998,018 68 60,500 76 6,868 8,424 71 

1951 3,563,665 67 81,059 74 2,868 10,112 68 

1956 4,159,168 66 135,700 70 5,242 12,362 66 

1961 4,794,776 65 115,608 66 2,706 11,157 57 
1966 5,469,090 62 162,192 46 2,655 16,064 52 
1971 6,375,126 59 201,232 41 2,751 14,299 54 
1976 7,500,633 57 236,249 54 1,931 11,888 69 
1981 8,521,485 58 174,996 56 2,112 14,252 64 

1985 9,090,936 58 139,106 61 6,307 9,680 71 

SOURCE Statistics Canada:Cllrrellt II/vestment Indicators, Science Technology and 
Capital Stocks Division. 

for example, show up as a loss in the census count of private housing units (and 
an increase in the count of collective dwellings). The loss may be temporary as 
the boarding house may eventually be changed into a MCD or converted back to 
its single-family use. 

Table 9.2 presents the Statistics Canada estimates of stock size for each year 
since 1946. It also lists statistics on permit-obtaining completions, demolitions, 
and conversions. The annual stock estimates were developed with the help of 
population statistics and estimates of average household size. Table 9.2 shows 
single dwellings falling as a proportion of the total stock (and as a proportion of 
completions) during the 1950S and 1960s. The estimates of recorded demolitions 
show no systematic change in type of building lost since 1946. The proportion of 
demolished single dwellings within the series, however, is suspiciously high. In 
case studies carried out in Vancouver and Saint John, most demolitions 
recorded as single dwellings actually contained more than one dwelling and 
should properly have been registered as MCD losses. 5 That Statistics Canada 
demolitions series are usually underestimates is partly a result of units not being 
properly recorded on demolition permits, and partly a result of the pervasive 
confusion ofMCDs and single dwellings. 

Table 9.3 summarizes the flow data and reconciles them with census counts. 
The table shows the "residual:' that is, the mismatch between the two sets of 
data. The residual is a net difference; it understates the magnitude of the errors 
in each of the stock flow series that are caused by unrecorded gross demolitions 
cancelling out unrecorded gross conversions. The magnitudes of these errors 
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Table 9.3 

Reconciliation of conventional stock and flow statistics: 
Canada, 1941-81 

('ooos of dwellings) 

Atlantic Prairie British 
Canada provincest Quebec Ontario provinces Columbia 

1941 Census stock 2,638 243 659 932 578 226 

1941-51 Flows 
Completions 604 39 169 216 109 70 

Demolitions 85 8 22 30 19 8 

Conversions 49 3 14 18 9 6 

Residual 233 26 61 68 25 53 

1951 Census stock 3,512 376 882 1,204 703 348 

1951-61 Flows 
Completions 1,118 62 324 4,146 200 123 
Demolitions 117 13 31 43 23 12 

Conversions 32 2 10 11 4 6 

Residual 133 10 57 77 9 10 

1961 Census stock 4,725 437 1,243 1,695 866 475 

1961-71 Flows 
Completions 1,558 93 400 603 260 203 

Demolitions 160 18 54 45 24 19 

Conversions 27 3 11 7 2 4 
Residual 94 0 84 41 12 14 

1971 Census stock 6,247 326 1,684 2,299 1060 676 

1971-81 Flows 
Completions 2,285 166 508 818 467 325 
Demolitions 136 11 39 37 26 23 

Conversions 24 3 11 5 3 
Residual -12 -8 78 -33 -37 -12 

1981 Census stock 8,416 666 2,243 3,053 1466 969 

SOURCE Statistics Canada: Current Investment Indicators, Science Technology and 
Capital Stocks Division. Residual was computed by taking the difference between the 
1951 stock and the (1941 stock plus completions-demolitions plus conversions for 
1941-51). 
t Data unavailable for Newfoundland prior to 1949 unification with Canada. 
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can be revealed only by special surveys using trained interviewers. The large 
errors obscure those changes in the existing stock that affect the least well
housed Canadians. Knowledge of the size of this stock component can be 
improved through monitoring procedures such as those carried out in the US 
Annual Housing Survey. 

Table 9.4 presents the best estimates of net stock losses available at this time. 
Presented in Table 9.4 are estimates of "net losses" - the losses within the existing 
stock, net of the additions within this stock, that are the result of physical con
version. These loss statistics were developed by comparing the relevant 
period-of-construction (POC) data from the census with the total number of 
units counted in an earlier census. These estimates seem low; note for example 
the especially small losses estimated for Quebec and Ontario. 

Net stock loss rates corresponding to the dwelling counts presented in Table 
9.4 are presented in Table 9.5. Stock losses in the 1970S were generally higher than 
in previous decades. An average of 47,000 housing units were lost each year 
across Canada, representing an annually-compounded stock loss rate of 0.8%. 
Losses and loss rates increase as the housing stock ages and as cities grow larger 
and are less able to accommodate further growth without demolishing older 
buildings. The future rate of stock loss is expected to increase as a progressively 
larger proportion of the stock enters its last phase of useful life. Table 9.5 shows 
the highest loss rates to be in the prairie provinces. This illustrates the impor
tance of rural losses and helps to explain part of the difference between the net 
loss statistics presented here and the demolition series listed in earlier tables. 
Stock losses in rural areas are rarely recorded on demolition permits. Rural 
losses often occur through the abandonment of buildings that are no longer 
needed. 

The Determinants o/Stock Change 

Case studies for Vancouver, Calgary, Toronto, Montreal, and Saint John help to 
explain the direct causes of demolitions, conversions, and abandonments 
(Vischer Skaburskis, Planners 1979a). 

DEMOLITIONS 

Current demolition and conversion rates in Canadian housing are affected by 
the factors that influence the effective demand for new housing. 6 The determi
nants of demolition rates are the forces that increase the value of inner city land. 
The factors affecting the demolition of particular buildings are those that give 
rise to their owners' expectations of more profitable land uses. At more general 
levels, the rate of demolition is affected by city growth rates, city size, age of 
stock, and local development policies. It is affected by government housing poli
cies that stimulate new construction. Case studies in Vancouver have shown one 
unit is lost for every four new units built in the inner city. Demolitions also result 
from fires and other hazards. 

Public works have brought down many old buildings since 1945. Approxi-
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Table 9.4 

Permanent stock losses: Canada, 1946-1981 

('ooos of dwellings) 

Atlantic Prairie 
Canada provinces Quebec Ontario provinces 

1945 stock 
In 1961 Census 2,633 285 687 964 466 

Actual 2,824 314 696 978 588 
Net loss 191 29 10 13 122 

1960 stock 
In 1971 Census 4,437 402 1,191 1,641 754 
Actual 4,692 434 1,231 1,681 864 
Net loss 255 33 40 40 110 

1970 stock 
In 1981 Census 5,779 471 1,575 2,178 931 

Actual 6,245 519 1,671 2,285 1071 
Net loss 466 50 95 107 142 

SOURCE Vischer Skaburskis, Planners (1979a, Table 2). 

Table 9.5 

Annually-compounded net stock loss rates: 
Canada, 1945-1981 (%) 
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mately 40% of all demolitions in Montreal during the 1960s and 1970S were the 
result of public works projects. Transportation projects caused much of the loss 
- 6,822 units made way for improved road systems. Urban renewal in Saint John 
removed some 300 units a year throughout the 1960S; some of these dwellings 
had earth floors (Vischer Skaburskis, Planners 1979a). Calgary cleared much of 
its downtown low-income stock to make way for public buildings, parks, and 
future development sites; no count of losses was taken. Vancouver inner-city 
neighbourhoods had large tracts ofland cleared to make way for public projects, 
and again did not count lost units. Urban renewal as a factor affecting stock loss 
rates has decreased in importance since the early 1970s. 

City policies also affect stock loss rates. A drive to enforce by-laws can lead to 
the removal of dilapidated buildings and thereby help preserve the neighbour
hoods and keep other buildings from following suit. Fire and health by-laws, 
property standards by-laws, minimum maintenance ordinances, and building 
codes have been enforced to keep up standards. Fire and health by-laws appear 
to have been effective in dealing with dangerous and unsanitary dwellings, but 
their enforcement tends to lead to building closure and eventual demolition. 
Case studies have shown that property standards and minimum maintenance 
by-laws are not effective tools for stock maintenance (Vischer Skaburskis, Plan
ners 1979a). City officials have been cautious in trying to enforce such habitabil
ity standards, being uncertain of success in legal challenges. Vancouver planners 
have concluded that the enforcement of property standard, health, and fire 
by-laws do not, by themselves, do much to help conserve the existing stock. 7 In 
Montreal, subsidies were used to restore and upgrade some 7,000 housing units 
during the 1970S.8 Attempts to reduce loss rates by instituting demolition con
trol by-laws have usually led to the conclusion that legislating the preservation 
of economically obsolete buildings is futile. 9 

Municipal governments have tried to reduce the incentives for demolishing 
low-income stock by means of zoning legislation. Smith and Tomlinson 
describe Toronto's experiment: 

In an attempt to prevent conversion by demolition and rebuilding; the City of 

Toronto responded by imposing land-use restrictions on land that previously 

contained rental apartment units. In October 1980 the City passed a by-law limit

ing every site in the City occupied by an apartment building 20 years of age or 

older to a maximum building density of one times lot area and a maximum build

ing height of 11 metres (37 feet). For most sites, this meant replacement buildings 

were substantially down-wned, which reduced land values for alternative uses 

and reduced the likelihood of demolition applications ... (1981,110). 

They conclude that the long-term maintenance of this policy would have had a 
significant adverse effect on land-use efficiency. Silzer updates this policy initia
tive: 
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The City's efforts to save rental apartments from the wrecker's ball began in 1980, 

when council passed the first of several restrictive by-laws. Council's intent was to 

discourage demolitions by limiting the size of building that could be built on sites 

occupied by rental apartments. The courts quashed this by-law on the grounds 

that the Provincial Planning Act does not give local councils the right to use their 

zoning authority to preserve existing buildings. In effect, councils are only allowed 

to delay demolitions until building permits have been issued. They cannot with

hold permits if plans conform with zoning regulations (1985, 8). 

CONVERSIONS 

Tight housing markets make the conversion of basements and attics into 
"in-law" suites more attractive to home owners. Housing shortages create the 
demand for converted units. This demand, in turn, creates the revenue potential 
that allows some home buyers to add suites to help them pay for the high-priced 
housing. These additions help low-income people by expanding their stock of 
housing. While economic factors explain the motives for physical conversions, a 
number of other considerations affect the rate at which conversions occur. 
Restrictions imposed by city hall, neighbours' attitudes, and financial con
straints can restrain conversion activity. Organizational factors, building char
acteristics, and stock conditions also affect conversion rates. 10 

While conversions add low-priced housing units, they may also add low
quality units that raise health and safety concerns. Neighbours often dislike the 
congestion created by the increase in local traffic and parking problems. Cities 
have tried, often unsuccessfully, to reduce the extent of conversion activity. 
Building codes and zoning ordinances appear to be relatively ineffective means 
for reducing conversion activity. City councils have been reluctant to ban low
priced housing units during periods of housing shortage. While the City of Van
couver Planning Department tried to monitor some 6,000 illegal units during 
the 1970S, they could do little to change the situation. Neighbours prefer the ille
gal status since they have recourse to threats oflegal action if the tenants become 
a problem. 11 

The deconversion phenomenon associated with the gentrification of inner
city neighbourhoods is explained by the economic and demographic factors 
that bring wealthier households back to the inner city. 12 Gentrification is a 
land-use change that keeps the exterior building envelopes intact. It changes the 
housing services offered by existing stock and reduces the need for replacement 
construction in inner city neighbourhoods. Gentrification, of course, reduces 
the low-income housing stock. 

Attempts to preserve low-income stock have also failed to achieve their ends 
by encouraging deconversion activity. In the mid1980s, staff in the Toronto City 
Planning Department observed that rent controls increased the rate at which 
this city's inner-city housing was being changed back to single-family use. Silzer 
(1985) saw owners trying to evade rent controls by converting their units to hotel 
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accommodation, and notes: "Conversion to tourist accommodation accounts 
for almost another third of the rental apartment losses." 

The issues raised by conversion and deconversion activities are serious and 
multi-faceted. They pose questions as to the efficiency of land use, the conse
quences of constrained housing markets, and the equity consequences of func
tioning markets. They touch local political nerves. They can affect the growth 
and form of the city. The issues surrounding conversion activity continue to be a 
topic on the political agenda in Canada's larger cities. The ability of a city to 
respond to these issues might be improved by developing statistics that show 
and monitor the number of its converted dwellings and their units' and occu
pants' characteristics. 

ABANDONMENTS 

Urban abandonments are usually the result of a reduction in housing demand 
(for example, the migration of middle-income families to the suburbs) aggra
vated by the aging and deterioration of the stock. Under-maintenance brings 
down their physical quality and the trend affects the neighbourhood and dis
courages investors. The lack of demand for housing keeps rents and resale 
opportunities low. Eventually faults develop in the buildings, and these bring 
building inspectors: the by-law citation is often a key step in the abandonment 
process. Owners are likely to try a quick sale unless they have already moved to 
another city. When the sale does not materialize, and if the building inspectors 
are persistent, then the owner may give the building to the city or simply let it go. 

Factors affecting the rate of abandonment cause a reduction in housing 
demand. Other factors include such considerations as the owner's knowledge of 
rehabilitation potential and ability to engage contractors. The Saint John study 
identified abandonments that were the result of elderly owners being surprised 
by a code violation, unable to look after or pay for repairs, and unable to sell 
their buildings after a half-hearted attempt. 13 RRAP was the saviour of many 
houses in the inner-city of Saint John: "60% of the stock would have been lost 
had it not been for RRAP" was the view of one building inspector. RRAP also 
helped weed out the worst buildings and was reported to have brought about a 
few abandonments. The better structures could be rehabilitated with RRAP 
assistance, and their owners would then offer the improved housing at rents that 
would attract tenants from buildings that were in too poor a condition to be 
rehabilitated. The reduced revenues from the increased vacancies in those 
buildings discouraged the owners into abandonment when they found that 
their buildings could not be sold and that they could not maintain a positive 
cash flow. 14 

Post-War Progress in Stock and Flow Statistics 

Stock and flow statistics, when linked with data on housing needs and demands, 
playa role in motivating, directing, analyzing, and evaluating the policies that 
favour housing progress. Progress in the sense of a regular pattern of change is 
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Table 9.6 
Net additions and completions 

to the conventional housing stock: 
Canada, 1881-1981 

('ooos of dwellings) 

Completions 1945 stock Surviving 
Conventional between plus 1945 

net stock censuses completions stocks Residual 

1881 797 
1891 950 
1901 1,080 

1911 1>478 
1921 2,137 
1931 2,373 
1941 2,677 
1945 2,804 2,804 ° 1951 3,519 418 3,222 2,633 407 
1961 4,724 1,266 4,488 2,632 408 
1971 6,247 1,614 6,102 2,366 504 
1981 8,416 2,285 8,387 2,016 817 

SOURCE Verges-Escuin, 1985, Table xii. CMHC CHSI945-81. 
Residual = Net Stock - Surviving 1945 Stock - Completions. 

clearly illustrated in the Table 9.6 stock statistics. The first column of numbers 
shows the housing stock to have increased since 1881 at a growing rate. The rec
onciliation of past stock and flow statistics is an indicator of progress in the 
accuracy of past data-gathering efforts. The completions statistics for Canada 
are given in the second column of Table 9.6. The third column adds these to the 
1945 stock and yields a shortfall: the 418,000 recorded additions would yield a 
1951 stock of 3.221 million. The 1951 census enumerators, however, found 297,000 
units that had not been recorded in the additions series or had been missed in 
the earlier census. 

The fourth column of Table 9.6 presents the counts of surviving 1945 stock 
identified in each successive census. The period of construction statistics devel
oped in the 1961 and 1971 censuses are accurate because the enumerators were 
trained to identify the age of buildings in their assigned neighbourhoods. While 
the switch to self-enumeration in 1981 is expected to have increased the number 
of errors, they are still not expected to be serious: not many buildings were con
structed during the 1940S, and the war created a memorable event which helps 
people identify the pre-1946 dwellings. The fourth column of Table 9.6 shows 
that the pre-1946 stock has shrunk 600,000 units since the war. This number 
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understates the total loss from demolition, abandonment and conversion by the 
number of units that were added within the older existing stock through physi
cal conversions. Nevertheless, the net loss estimates yield useful information on 
the extent to which past completions were under-counted. 

The last column of Table 9.6 presents the difference between the census stock 
counts and the surviving 1945 stock, plus the recorded permit-obtaining com
pletions. By 1981 the census stock counts exceeded the 1945 surviving stock plus 
completions by 816,652 units. This discrepancy is not explained by improve
ments in census coverage because improvements would also increase the count 
of the surviving 1945 stock. One explanation for the large discrepancy in the 
stock and flow statistics suggests the under-counting of completions during the 
early post-war years. A part of the residual can be explained by the rehabilitation 
and conversion of older stock to the extent that its residents report the building 
as being new. 

The reduction in size of the residuals over several decades is due to improve
ments in data quality, reflecting progress by showing how both our ability 
to measure the size of the stock and our care in monitoring the stock have 
increased. The large size of past errors points to areas for further historical 
research. Were they the result of sampling error? Or do they represent a healthy 
informal economy producing non-permit-obtaining completions during the 
early post-war period? 

Progress has also been achieved in the definition and monitoring of stock 
changes. Since 1945 a more detailed classification of building types and occu
pancy patterns has been introduced. Vacant units are explicitly considered and 
classified according to the reasons for their vacancy. The inclusion of seasonal 
and temporary houses, the concern with mobile homes, and distinguishing resi
dential units that are attached to commercial structures all demonstrate a grow
ing awareness of the diversity of the stock and, indirectly, may signal progress in 
our concern for stock-related issues. Statistics Canada's decision to gather and 
monitor demolition and conversion statistics, as well as its concern with ongo
ing stock estimation processes, confirm the view that progress is being made in 
government's ability to deal with stock-related issues; the agency's newly
created Technology and Capital Stocks Division is to monitor housing stock 
changes, illustrating the importance that is now being attached. 

Future Data Needs 

The data needs of future policy makers will be varied. Information needs change 
as new problems are identified, as policy options develop, and as programs are 
designed and evaluated. 

During the initial phases of problem identification, an important purpose of 
information is to motivate people to form a constituency that will seek the polit
ical commitment to deal with the problem. Aggregate and summary statistics 
generally do not do this unless they are accompanied by good narrative. Instead, 
studies showing pictures and telling stories may be more important in the 
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problem identification stage. Improvements in national summary statistics will 
not reveal the drama behind the apartment owner's sledge-hammering walls as 
he tries to reduce unit counts on a demolition permit application. Improve
ments in central data-compiling procedures, even by accident, will not explain 
why a city, apparently intent on stock preservation, has had to order the demoli
tion of boarded-up houses. At the same time, stories alone are not enough; 
anecdotes can be shrugged off. 

Local studies of stock conditions and rates of change are more suitable as we 
move to develop the context for the policy problem. Studies of stock conditions 
can demonstrate the extent of the problem, showing that it is broad enough to 
merit policy, rather than ad hoc intervention. While studies can illustrate the 
magnitude of the problem, more broadly-based information is needed to deter
mine whether the problem is sufficiently manageable to be recognized on the 
policy agenda. A data-generating process is even more valuable when it helps to 
identify policy alternatives. Local counts of demolitions can easily generate 
information, for example, on the determinants of local stock losses. The direct 
determinants of stock losses discussed earlier in this chapter, for example, were 
developed by means oflocal studies. 15 

More comprehensive views of the factors affecting stock changes need data 
that are more broadly based. Cross-sectional analysis of data from all major 
Canadian cities can best reveal and measure the effects of indirect factors. Esti
mates of net stock losses attributable to shifts in housing demand, for example, 
require the examination of patterns of change within a broad range of cities 
experiencing different types of pressures. An expanded and routinely admin
istered Survey of Housing Units can be of value in developing the data needed to 
explain the determinants of stock change and the knowledge oflikely impacts of 
alternative housing policies. Repetition of the survey, however, is essential to 
develop data that show how the stock changes over time. 

The federal government's increasing focus on collection of accurate local sta
tistics will help policy development at all levels of government. 16 Improved 
accuracy helps the government anticipate, for example, the problems brought 
about by rising stock loss rates. The increased federal demand for accurate local 
statistics can, indirectly, help local officials develop their own awareness of issues 
and opportunities for their own policy interventions. The demand for better 
statistics changes the nature of their work and shifts prestige and power. Federal 
use of summary statistics shows local government officials who develop the data 
that their work is important and that its quality matters. 

Accurate statistics describing the nation's housing stock and flows are essen
tial to the design of efficient and fair programs. Broadly-based statistics devel
oped by the federal government are important in determining the spatial target
ing of programs and in allocating government funds. The drawback of routinely 
gathered data is the impossibility of tailoring the definitions used to specific pol
icy problems. 17 This drawback is compensated for by gains from the data's uni
form quality. Problems of systematic errors can be overcome by using the stock 
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and flow statistics as indices showing the relative size of the stock or level of flows 
in different parts of the country. If national or provincial programs are to 
address concerns related to stock losses, the relevance of census and CHS data 
helps ensure the equitable distribution of program benefits. 

Post-war policies gave rise to programs that would expand the housing stock 
available to low and middle-income Canadians. Correspondingly, the focus in 
data gathering was on description of the stock and of the process that added new 
units. The next generation of data improvement will recognize the increasing 
importance of redistribution consequences. The ability to monitor these can be 
increased by spending more on developing accurate counts of dwellings by 
building type and by POCo Improvements can also be made by identifying 
MCDs as a distinct building type and by ensuring that the census statistics 
reflect the definition. This will probably require a redrafting of current data col
lection procedures. 

As the complexity of housing markets becomes more broadly recognized, the 
importance attached to reliable stock and flow statistics will increase. Statistics 
will be needed to monitor changes occurring at local levels and trace the effects 
of policy and of market processes. The ability to compare the local area housing 
statistics developed during consecutive censuses can greatly advance our analyt
ical capabilities. Improvements in the statistics used to identify and explain the 
redistributions and transitions that are taking place within the stock will yield 
increasingly greater payoffs. The housing industry's increasing reliance on reha
bilitation and renovation work will increase its demand for stock statistics. Pol
icy makers will want to know of possible housing adequacy problems and may 
want the capability to recognize emerging problems. Future analysts will want 
to monitor housing progress, and will need the data to explain the changes that 
have taken place. 

Notes 

1 "Cautionary Note on Data Quality - Structural Type" attached to Census of Can ada 1981. 

Occupied Private Dwellings: Type and Tenure. Catalogue #92-903. 

2 The numbers were made available in 1985 by Robert Couillard, Chief of the "Current 

Investment Indicators Section" of Statistics Canada. 

3 Their prevalence, however, causes the same kind of neighbourhood problems that are 

brought about by physical conversion of the existing stock, with their effect of increasing 

the demand for parking currently being the most significant. 

4 A church in Montreal was recently changed into a condominium; schools have become 

elderly housing projects; warehouses have been turned into luxury suites. 

5 Case studies comparing estimates of losses to losses recorded on demolition permits 

show the summary series on demolitions to understate true losses by 0.96 in Montreal, 1.5 

in Toronto, and 2.7 in Calgary. See Vischer Skaburskis, Planners (1979a, Volume 2). The 

unusually low Montreal ratio may be explained by the fact that a large proportion 
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of recorded losses was incurred through fires and other events not requiring demolition 

permits. 

6 Architectural history shows that most major monuments that have been demolished 

were removed during the periods of a nation's greatest self-confidence when it was cer

tain of its historic role in developing a new world. Old Rome was demolished, stone by 

stone, to provide the material for Renaissance and Baroque accomplishments. The forces 

generating demolitions are closely related to the events that mark progress. 

7 Dr. Ann McAfee, senior housing planner for the City of Vancouver, has often advocated 

the use of a "stick and carrot" approach that links code enforcement drives with rehabili

tation subsidies. 

8 The Saint John building inspectors interviewed in 1976 believed that 60% of their inner 

city housing would have disappeared had it not been for the Rental Rehabilitation Assis

tance Program. See Vischer Skaburskis, Planners (1979a, Volume 2). 

9 A broken water pipe can bring down a vacant apartment building in one cold winter day; 

the broken pipes have made questionable structures in Saint John not worth repairing. 

Fires in Montreal are the legendary means of avoiding difficulties with demolition permit 

applications. A Victoria landlord was known by that city's building inspector to have 

rented his house to students who agreed to "feel free" on the premises and soon had the 

neighbours petitioning the Municipal Council for the demolition permit that had previ

ously been refused. 

10 The growth of rehabilitation/conversion sectors within the building industry was 

included by Damas and Smith Limited (1980) as another factor affecting conversion 

activity. 

11 Dr. Ann McAfee has described the incentives that help maintain the illegal stock in the 

underground economy. Their illegal status keeps the tenants from demanding too many 

improvements lest the unit be closed. 

12 Stock characteristics also affect conversion rates. Jim Anderson, Director of the Calgary 

Housing Department, observed that Calgary conversions used to take place primarily in 

inner-city neighbourhoods that had large houses. Much of the city's older stock was seen 

as not being convertible because of the units' small size and "unromantic" appearance. 

The planners expressed concern over the long run effect the demolition oflarge inner

city houses would have on the flexibility of future stock. If most of the old houses were to 

be replaced by more efficient new buildings, the stock would be less able to respond to 

sudden changes in housing demand. 

13 Abandoned buildings were seen by Mr. Sid Lodhi, Chief Building Inspector in the City of 

Saint John, as a determinant of abandonment rates. Abandoned buildings were quickly 

destroyed by vandalism and the cold winter weather. They destroy the immediate envi

ronment, and unless they are taken down by a city-sponsored demolition, they infect 

their neighbours and cause a rash oflocal abandonments. 

14 In the Saint John study, other causes of abandonment were found to include: an increas

ing prevalence oflease-held land; conversion to rooming houses during the 1975-6 over

building; a property tax policy that penalized owners of rental accommodation; accep

tance of reduced housing quality by owners and tenants, leading to more deterioration; 

reluctance of financial institutions to mortgage inner city property; increasing age and 
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death of owners; absentee ownership of inner city buildings; increasing cost of heating; 

increasing cost of demolition; RRAP-induced speculation in deteriorating buildings; 

ARP-inspired starts elsewhere and the flooding of the rental market; turnover in tene

ment ownership and changes in the owner's expectations and plans for their properties; 

lack of rehabilitation incentives prior to RRAP; the domino effect of abandoned, 

deteriorated buildings; and code enforcement drive triggering the finding that abandon

ments of buildings by their owners are increasing. 

15 However, the studies were funded by CMHC as part of a national study of demolitions, 

conversions, and abandonments. 

16 The demand for local information has also been sparked by Statistics Canada's starting to 

compile demolition and conversion series. 

17 Also, federal program administration and evaluation requires that statistics of equal 

quality be developed for all parts of the country. 



CHAPTER TEN 

Measuring Transitions in the Housing Stock 

E.G. Moore and A. Skaburskis 

NEW HOUSING was just 50% of all housing investment in Canada in 1986, down 
from 69% in 1951; the percentage attributable to major improvements was 33% 

in 1986, up from 24% in 1951 (Table 5-1). As modifications to the existing stock of 
housing - whether conversions or deconversions, depreciation or renewal, or 
additions or improvements - become ever more important in changing the 
stock, so too does public debate regarding its management. Conversions and 
deconversions alter the size and number of dwellings in the housing stock. 
Depreciation lowers the quality of dwellings, while normal market transactions 
and renewal often shift patterns of ownership. Investments in additions and 
improvements slow down or reverse the deterioration of the stock. 

This chapter discusses "transitions" in the stock. Transitions refer to events 
which change the status of a particular physical entity. To narrow the focus fur
ther, we consider only those transitions which occur to structures and dwellings 
in the existing stock. For a stock distributed over categories defined in terms of 
tenure, quality, or value, the flows into and out of each category in a given period 
of time produce the observed change in overall distribution. 

The importance of changes within the existing stock increases as population 
growth subsides, and the need for net additional built space declines. Rising 
incomes generate demand for different housing attributes, the growth in two 
wage-earner households increases the desire to live in the inner city close to 
work, and the postponement of childbearing increases the significance of access 
to downtown amenities. The pressure to modify the existing stock increases and 
the number of transitions will grow through such actions as the purchase of 
older houses, deconversion and addition. Transitions are also sensitive to broad 
shifts in the patterns of demand arising from demographic change; for example, 
the growing number of elderly households (who typically cannot afford to 
spend much on property maintenance) increases the demand for government 
support for maintenance of the quality of the housing stock (in 1981 the average 
age of urban recipients ofRRAP loans was over 58 years). 

Transitions define how the stock changes over time. Individual flows identify 
the particular types oftransaction (such as own-rent conversion in row houses) 

173 
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Table 10.1 

Changes in tenure of individual properties: 
City of Toronto, 1976-1985 

Tenure of unit in 1985 

Owner-
Tenure of unit in 1976 Owner tenant Tenant Vacant Total 

Owner 57,193 2,704 4,635 1,229 65,761 

Owner-tenant 10,132 11,069 3,104 328 24,633 
Tenant 6,192 2,388 14,431 1,044 24,055 
Vacant 1,746 295 1,335 401 3,777 
Total 75,263 16,456 23,505 3,002 118,226 

SOURCE City of Toronto Planning Department special tabulations, 1986. 

that contribute to change, and thereby inform public debate. For example, Table 
10.1 describes the changes of status of individual properties in the City of 
Toronto for 1976 and 1985. Of the 65,761 properties which were owner-occupied 
in 1976, 57,193 were owner-occupied in 1985, while 2,704 had changed to mixed 
owner-tenant occupancy. Of the 118,226 properties which remained in the stock 
over this decade, 30% were in a different tenure in 1985 from 1976. The net effect 
was a significant increase in owner-occupied units and a decrease in owner
tenant units. 

Table 10.1 shows that, between 1976 and 1985, 41% of owner-tenant properties 
had become solely owner-occupied and 13% had become solely tenant-occu
pied. Such transition rates can be manipulated by public intervention. For 
example, the imposition of rent controls may increase the transition rate from 
rented to owned properties and reduce the rate of transition from owned to 
rented. However, the net effect of these changes will depend on the number of 
dwellings which start out in each of the tenure categories as well as on the rates. 

The role played by these rates is also important to analysis of future distribu
tions of attributes of the housing stock. If we assume that the rates remain con
stant over successive time periods, we can project future distributions of hous
ing attributes (ownership, quality, size, and composition) using standard mar
kovian methods (Emmi 1984).1 If, however, we can identify the ways in which 
interventions such as the imposition of rent controls affect transition rates over 
time, we can create future scenarios characterizing housing attributes using 
simulation models incorporating plausible shifts in transition rates. 

Post-War Transitions 

In examining the trends in post -war transitions, each of the three different types 
of status change are considered in turn. Numerous problems of data adequacy 
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FIGURE 10.1 New units from conversions as a percentage of new 
construction: Canada and selected cities, 1964-1982. 
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SOURCE: CMHC special tabulations. 

discussed in the next section, and often the available data only permit state
ments to be made about the aggregate number of transitions rather than their 
detailed structure. 

PHYSICAL CONVERSIONS 

Migration during World War II brought many single people from central Can
ada to the coastal cities. Their housing needs were met by the conversion to 
rooming houses of the larger houses in the deteriorating inner neighbourhoods 
of these cities. Studies of such conversions show many thousands of units being 
added to the "collective" housing stock of cities such as Vancouver and Halifax. 
This stock remained through the 1950S and became the subject of code enforce
ment drives in the 1960s. Much of it was removed through urban renewal proj
ects, public works, and the enforcement of fire and safety by-laws. 

Change in income level and lifestyle made the old rooming houses function
ally obsolete even though more adults were living outside family units. More 
young people came together so they could afford to rent more-traditional hous
ing. Unrelated people formed households and generated demand for the smaller 
units found in central cities. The demand for small, less expensive dwellings in 
Vancouver increased tremendously during the 1960s, while the demand for 



FIGURE 10.2 Dynamics in the occupied housing stock: City of Toronto, 
1976-1984. 
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rooms virtually disappeared. The inner city stock underwent a major transition 
during this period in response to changing norms and increasing affluence. 

Nationally, how important have conversions been in the overall stock? One 
measure is provided by the national building permit series (Statistics Canada, 
Catalogue 64-001, 1963-83) which identifies the relation between conversions in 
the existing stock and new construction. Figure 10.1 indicates this relation for 
Canada as a whole and for the metropolitan areas of Halifax, Montreal, Toronto, 
and Vancouver for the twenty-year period. While only providing a general 
guideline, it does indicate the dramatic increase in importance of conversions 
during the late 1970S, especially in the older metropolitan areas where housing 
of pre-war vintage is concentrated. It was truly an urban phenomenon, with the 
rates for Canada as a whole increasing only modestly during this period. 

An indication of the degree to which conversions impinge on the stock is pro
vided in Figure 10.2 which is based on data from the City of Toronto for the 
period 1976-81. While there has been a consistent net loss of dwellings during 
this period, the total number of transitions has been substantial in each year. 
Only small proportionate changes in specific transitions would be sufficient to 
produce large shifts in the net change components. 

The most detailed study of conversions comprised five case studies in Cal
gary, Montreal, Saint John, Toronto and Vancouver (Vischer Skaburskis, Plan
ners 1979a). That study demonstrated that conversion activity was strongly 
dependent on the character of the local housing stock. In Calgary, for example, 
the importance of conversions from the existing stock was limited by the fact 
that most of the older properties were small and unsuited to subdivision, in 
sharp contrast to the situation in parts of the City of Toronto. The implication is 
that the initial impetus for analysis needs to come at the scale of the individual 
housing market: aggregation across markets, at least in the first instance, may 
obscure rather than clarify impacts of specific public interventions. 

At the substantive level, after much conversion activity immediately after 
World War II involving the transition of older large homes to lodging houses 
(particularly in Vancouver), the frequency of conversion fell dramatically in the 
face of the massive efforts to increase new construction. It was not until the 1970S 
that conversion activity increased again; upward pressures on housing prices 
created both a need for some home owners to pass on the costs of ownership to a 
tenant and a situation in which inner-city redevelopment became cost competi
tive with new construction. 

A major problem in Vancouver and Calgary in particular is the occurrence of 
"new conversions" in which newly-constructed buildings are converted to 
multi-unit structures prior to occupancy; this phenomenon reflects an incom
patibility between current zoning and owner/developer desires for more intense 
land use and, hence, higher rates of return on investment. Not only are inspec
tion and enforcement problems raised, but it takes time for corrections to be 
made to the property inventory in the city. 

With respect to the existing stock, the problem again is primarily one of the 
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incompatibility between local zoning or other by-laws and current market 
demands which leads to illegal conversions and poor information regarding the 
adaptability of the stock. In Saint John, the fact that rented units are taxed at a 
higher rate than single-family owner-occupied units is a disincentive to report 
conversions. In Toronto, the growth of the illegal "bachelorette" reflects both a 
reaction to stringent rooming-house controls in the face of strong demand for 
singles accommodation and a desire to avoid the parking requirements associ
ated with many inner city neighbourhoods. At the same time, as many units are 
added to the stock, however, these units also become targeted to a specific socio
demographic group, and the larger units they replace become unavailable for 
other low-income groups such as childless couples and small families. This dis
cussion suggests, therefore, that some measure of dwelling size might be partic
ularly important in assessing the effects of conversion activity on the availability 
of housing for specific groups within the city. 

TENURE TRANSFERS 

Many conversions or other modifications or improvements are associated with 
shifts in tenure. Much of the early post-war conversion activity involved transi
tions from previously owned single-family structures to multiple-unit rented 
apartments and, in some cases (especially in Vancouver) to lodging houses. A 
subsequent upsurge in conversion activity, however, has seen an increase in 
transitions in the other direction, from rental property back to owner-occu
pancy. Between 1971 and 1981 there was a small, but widespread, decline in the 
proportion of rental units, particularly among single family dwellings. 

The small net shifts in rental proportions, however, are the outcome of a 
more dynamic situation as indicated above for Toronto in Table 10.1. In that 
sample, 30% of the units changed tenure status, and significant shifts were expe
rienced from owner-tenant status to solely owner-occupied. As Steele and 
Miron (1984) have argued, the growth in condominium conversions and other 
transfers from rental to owner-occupancy reflect the increase in incomes, par
ticularly among urban two-earner families, and the associated desire for owner
ship, tax advantages from home ownership that increase with inflation, the 
imposition of rent controls, and general market pressures for redevelopment. To 
pursue the analysis more rigorously, we would have to show how specific transi
tion rates changed as a result of anyone factor. Without a systematic accounting 
procedure, it is difficult to assess the direct and indirect effects of public inter
ventions. While it is possible to show that direct imposition of condominium 
conversion controls, for example, constrains some kinds of transitions, it is diffi
cult to identify how the stock might adjust in other areas or sectors to conse
quent market pressures. 

CHANGES IN QUALITY 

Changes in housing quality arise from four factors: the addition of new units 
of higher quality, the demolition of units of lower quality, the progressive 



Measuring Transitions in the Housing Stock 179 

deterioration of the stock with age, and investment in improvements. Unfortu
nately, there is little empirical evidence to measure such transitions. For 
example, it is often claimed that urban renewal failed to remove the poorest 
housing, but no data exists to assess the rates at which different quality units 
were removed from the stock as a whole in any city. The existing data does focus 
on two issues: the net effects of all four factors and the amount of investment in 
the existing stock, whose effects are assumed to be positive. 

With respect to the first issue, the evidence on overall improvement in quality 
is clear. Although there was debate over measures of quality in the Census 
returns of 1951 and 1961 (see Dennis and Fish 1972, 42), the 1971 review of housing 
by CMHC showed that the number of units in need of major repair had declined 
from 545,000 in 1945 to 118,000 in 1970. Similar improvement was reported with 
respect to the percentage of units with basic amenities such as piped water, flush 
toilets, and separate bathrooms and kitchen. Numerically, the major impact on 
aggregate quality stemmed from additions and removals rather than investment 
in upgrading. However, as the major deficiencies were reduced, the more subtle 
battle against progressive deterioration became joined. 

Since 1944 the National Housing Act has been "an Act to Promote the Con
struction of New Houses, the Repair and Modernization of Existing Houses, 
and the Improvement of Housing and Living Conditions." However, actual 
spending under the act was dominated by new construction programs for a 
quarter of a century and even urban renewal provisions were primarily inter
preted as simply meaning slum clearance (Dennis and Fish 1972). The main 
federal rehabilitation initiative was in providing guarantees for home improve
ment loans from approved lenders. Among provincial governments, only Que
bec showed interest in developing its own rehabilitation initiatives. 

Direct entry into the rehabilitation grant and loan arena did not occur until 
the implementation ofRRAP in 1973. RRAP expenditures grew rapidly through 
the 1970S, peaking in 1983 and then declining (Figure 10.3). Unlike conversions, 
publicly-subsidized rehabilitation became disproportionately represented in 
small towns and rural areas, particularly in Quebec. In 1975, the first full year of 
the program, 91% of both owner-occupant and rental loans were in urban areas; 
by 1981, 67% of owner-occupant and 22% of rental loans comprising 58% of the 
total loan value were to rural areas. In the dominant owner-occupant sector, 
44% of loans were made in Quebec. Even though the RRAP program em
phasizes the rural component, the amount of renovation activity is likely to be 
underestimated to a greater degree in rural than urban areas because of the 
greater incidence of sweat equity in rural compared to urban areas. 

The degree to which transitions to better quality have been achieved by these 
programs is open to some debate. While, in general, there is no question that the 
money has been allocated to the appropriate target groups and spent on work of 
acceptable quality, half of the owner-occupant RRAP units and more than 40% 
of the rental RRAP units still possessed substandard elements after work was 
completed (CMHC 1986c). Since the primary recipient group is the older home 
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FIGURE 10.3 RRAP units by urban/rural areas and tenure: Canada, 
1974-1985. 
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owner, the question also arises as to whether the loan expenditures constitute 
real improvements in the expected life of the unit or merely concentrate future 
maintenance expenditures at a particular point in time. Evaluation of these 
longer-run consequences depends on building appropriate data series with a 
longitudinal component. 

In contrast to the transition to higher quality is the progressive deterioration 
of the stock. Many earlier studies of changes in quality were concerned with the 
concept of filtering which comes from the "observable process in which a dwell
ing occupied by a higher income household depreciates and is passed down to a 
household with a lower income" (Davies 1978). The concept thus embraces both 
change in condition and change in occupancy and is perceived to have positive 
redistribution benefits (Sharpe 1978). However, few have examined the changes 
that actually occur in the buildings, namely the deterioration, obsolescence, and 
transitions in value that accrues to particular buildings in particular locations. 
Often the idea of filtering has been accepted uncritically and analysis pursued 
with simulation models based on inadequate data. During the late 1960s studies 
of filtering were popular, as analysts attempted to depict and explain the process 
by which the stock deteriorated with associated changes in occupancy from 
higher to lower income groups. The studies tended to be marred by the lack of 
empirical evidence and often resorted to an aggregate, ecological approach 
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using census data on housing value (Maher 1974). This lack was in part due to 
the cost of establishing a proper accounting system. in part to the time needed to 
develop the data series as well as the commitment of the analysts and their client 
policy makers to market processes and allocation systems. Filtering had to work. 
It was the only way the market would supply housing to most people. and if it 
did not work. the virtue of housing markets would be suspect. An ideological 
commitment to the concept of filtering encouraged the theoretical study of its 
efficiency. 

Now there is strong evidence that even the dominant downward direction of 
the transition process embedded in filtering theory lacks empirical support. Ris
ing incomes, declining household sizes. and changing locational preferences 
have led to the deconversion of multiple converted dwellings and the regenera
tion of old neighbourhoods. No longer is filtering producing an "excessive sup
ply" of low-priced housing. The reversal of the process in many neighbour
hoods (Laska and Spain 1980) illustrates the durability of the stock and its adapt
ability; at the same time. it reduces the housing supply for lower income house
holds as both rich and poor engage in a predetermined battle over whose dollars 
will move the market the most. The ideologically-inspired view of filtering. 
showing how the poor get better housing through the operation of the market. is 
no longer tenable and forces us to re-examine past assumptions. 

The Data Issues 

Discussions of how to measure "progress" in the housing field or how to evalu
ate the effects of public interventions are replete with comments regarding the 
inadequacy of available data. A similar case can be made. only more strongly. in 
regard to transitions. As has been argued elsewhere (Moore and Clatworthy 
1978; Moore 1980). there is a fundamental relation between the types and quality 
of data collected and the substantive questions which can be addressed in a plan
ning or policy context. 

Prior to the development and use of property-based information systems, 
data for studies of housing dynamics were obtained from three main sources: (1) 
the decennial and mid-decade censuses which could be used to provide esti
mates of conversions using "residual" methods (Skaburskis 1979); (2) event data 
- primarily building permits, rehabilitation loans records. and sale-resale data
which were used to identify change data directly (for example. Statistics Canada 
Catalogue 64-001 Series; the CMHC Annual Housing Statistics Series; Morrison 
1978); and (3) assessment files (McCann 1972) and city directories (Peddie 1978). 
Each source has limitations in terms of reliability. bias, and coverage (Vischer 
Skaburskis, Planners 1979a). although some sense of dynamics can be provided 
from a judicious use of these sources. 

A good example of data concerns is provided by the Vischer Skaburskis. 
Planners (1979a) study of conversions in five major cities. The authors encoun
tered serious problems in trying to measure conversions in each city. although 
they tend to be compounded in higher density, inner city environments. 
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Table 10.2 

Conversions from single to multiple units and residual error 
in federal housing statistics 

Conversions 

Newfoundland 44 
Prince Edward Island 0 

Nova Scotia 209 
New Brunswick 141 
Quebec 1,072 

Ontario 576 
Manitoba 5 
Saskatchewan 11 

Alberta 94 
British Columbia 376 

1971 1,605 

1972 2,321 

1973 2.441 

1974 3,417 

1975 2,073 

1976 1,931 

1977 2,242 

1978 2,137 

1979 2,442 

1980 2,528 

Residual error in housing counts 
Single Multiple Total 
units units 

(a) By province, 1980 

1,386 -713 

3 -142 

906 -1,088 

635 304 

9,871 -3,222 

9,740 -12,730 

695 -1,219 

1,585 -2,461 

5,892 -4.444 

2,955 -3,955 

(b) For Canada, 1971-1980 

-6,598 8,447 
-13,222 12,134 

-15,759 13,202 

-17,678 12,168 

-15,934 11,577 

28,843 -25,684 

49,061 -50.471 

42,062 -52>368 

44,122 -42,245 

33,668 -29,670 

units 

673 

-139 
-182 

939 
6,649 

-2,990 

-524 
-876 

1,448 

-1,000 

1,849 
-1,088 

-2,557 

-5,510 

-4,357 

-3,159 

-1,410 

-10,306 

1,877 

3,998 

SOURCE CMHC special tabulations 1971-1981. 

Building permits constitute the prime source of data; in many cases, the work to 
be done is not set out on the permit, making it difficult to tell if new units are 
being created. Inconsistencies exist between dwelling-oriented and property
oriented records in different cities. Finally, the fact that many conversions, par
ticularly the addition of basement apartments, are illegal erodes the confidence 
in many published counts of conversion. For example, in 1978 Vancouver had a 
list of over 6,000 properties which were identified as having illegal conversions; 
Calgary had many illegal duplexes and quadruplexes which were being created 
immediately after completion of new units built for lower densities. This 
recording problem will continue to be of concern and its impact needs to be 
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assessed in the context of any data development scheme, whether automated or 
not. 

At the aggregate level, published statistics provide little useful insight into the 
dynamics of change. Table 10.2 provides examples from CMHC statistics on 
conversions by province. A simple equation should link the stock in successive 
years (Sp StH) to the number of completions (C), demolitions (D) and conver
sions (V); in other words, StH = St + C - D + V. Yet, when this is done, there is a 
residual error (R) which indicates the degree to which the equation is not recon
ciled in each year. Table 10.2 shows not only that this residual error is large rela
tive to the recorded number of conversions but that the relative error increases 
when the stock is separated into single and multiple unit structures. Further
more, even the direction of the error has changed during the 1970S, with the 
number of single units overestimated prior to 1976 and underestimated after
wards as the momentum of deconversions increased. 

The issue here is that without a greater commitment to measuring the transi
tions in the stock, as opposed to marginal distributions, how are we to identify 
the mechanisms which contribute to change? The further implication is that we 
cannot assess the longer-run consequences of current dynamics or the impacts 
of interventions whose primary function (as opposed to intent) is to change 
transition rates rather the resultant distributions. 

The Development of an Accounting System 
In pursuing the goal of improving the measurement and monitoring of transi
tions, two related challenges have to be met: (1) to establish appropriate proce
dures for measuring transitions such that we can document change at different 
spatial scales and for different segments of the housing market within a time 
frame appropriate to the analysis of public policy impacts; (2) to build a theoret
ical structure for integrating processes of physical conversion, tenure change, 
and investments in residential improvement within a more general theory of 
housing supply-demand relationships. 

These two challenges are interdependent for, on the one hand, one cannot 
design appropriate measurement and data collection procedures without some 
idea of the theoretically relevant categories for which data are needed while, on 
the other hand, theoretical development is dependent on the availability of data 
on the nature and magnitude of transitions in the housing stock. 

An important step at the scale of the local jurisdiction is to establish a set of 
housing accounts which identify the stocks and flows within the housing market 
(Byler and Gschwind 1980). The motivation for the establishment of accounts at 
this scale is that mismatches between supply, which is largely immobile in the 
short-run, and demand occur at the local level and "making progress" is essen
tially defined by the ability to promote more effective utilization of the stock 
(Merrett and Smith 1986). 

Many of the effective instruments for generating change in the local housing 
stock, such as zoning by-laws, building permits, and inspections, are exercised 
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locally and with some specificity with regard to the neighbourhood, structure 
type, and tenure. Assessing the effectiveness of specific local interventions 
requires that changes in the stock be monitored both before and after interven
tion; in particular, an evaluation is often needed of the types of transition being 
generated by new sets of controls, regulations, or incentives. The ability to 
undertake such evaluations is dependent on building appropriate data bases 
capable of documenting the relevant transactions. 

An important corollary of this perspective on local intervention is that hous
ing accounts need to be built from the "bottom up"; the foundation of the 
accounting system must comprise effective local accounts which contain the 
capability of monitoring local change. The ability to produce aggregate accounts 
for larger regional entities depends on the consistency of accounts across lower
level jurisdictions. The role of central agencies, whether federal or provincial, is 
vital since consistent aggregation depends on rigid definitional standards being 
established for a wide range of measures (Byler and Gschwind 1980). The central 
agencies must take an active role in setting these standards. 

The ability to build a coherent set of accounts is a task which can only be con
templated with modern information system technology. The number of annual 
transactions even in a modest-sized housing market is beyond the scope of most 
local authorities to handle without recourse to computing facilities. To combine 
accounts across jurisdictions requires not only access to further computing 
resources but also demands that a wide range of definitional issues are recon
ciled. This is unlikely to occur without significant leadership from a central 
agency such as CMHC. 

The basis of any accounting framework is the identification of the units of 
observation and the categories into which the units can be placed at any given 
point in time (Byler and Gale 1978). In the case of housing, there are a number of 
possibilities which reflect different questions of concern. For example, analyses 
of quality change are most readily undertaken using the dwelling as the basic 
observation, while physical conversion is defined most appropriately at the 
structure or property level. Two factors favour using the property as the basis for 
accounting. First, most investment decisions are made with respect to the prop
erty rather than the dwelling, and therefore, this approach has greater theoreti
cal appeal. Second, the building block oflocal information systems is the assess
ment or property file. 

The basis for future accounts is beginning to emerge. A number of cities and 
regions have developed computerized property information systems (Mclaugh
lin et al. 1985; McMaster 1985; Nuttall and Korzenstein 1985). To date, however, 
the use of these systems has been directed primarily at administrative as 
opposed to planning functions as these are seen to generate the most immediate 
returns. The design of each system, while taking advantage of technical innova
tions of a more general nature, is tailored for local needs. As yet, there are few 
widely accepted definitions to secure the comparability of data across juris-
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dictions and form the basis of sensible aggregation. More importantly, however, 
the requirements of administrative systems do not necessarily guarantee the 
quality of data for planning purposes. Only through the demonstration of the 
utility of data obtained from various sources as inputs to decisions can reliability 
be improved. The development of effective accounts is not just a question of 
commitment to technology but also to the infrastructure needed to provide reli
able inputs to that technology. 

Why are we concerned with more detailed accounts at all? Surely, the moun
tain of statistics currently produced by federal, provincial and municipal agen
cies is sufficient for decision-making purposes. As long as the emphasis is on 
increasing the supply of housing to meet growing demand under expansionary 
economic and demographic conditions, existing statistics are probably suffi
cient. This growth scenario dominated most ofthe 1950S and 1960s; however, in 
the 1970S, and particularly towards the end of the decade, changes in the demo
graphic character ofthe nation, coupled with a slow-down in the economy, pro
duced conditions in which adjustments in the existing stock became more 
important. This was especially evident in metropolitan areas and was important 
not only in absolute terms but also, and perhaps more significantly, in the public 
policy domain. 

As population growth has slowed, household growth has been sustained by 
increased propensities for both young and old to live alone, coupled with 
increasing rates of separation and divorce (Miron 1988). At the same time, as 
demand for smaller dwellings has grown, the rise in two-income families has 
produced an increased spread in the nation's income distribution; average 
income has risen, but so has the proportion of the population in financial diffi
culty. We see, therefore, both more demand for specific forms of ownership such 
as condominiums and greater pressures to provide sufficient housing for low
income households. 

The variation in housing conditions from one locale to another means that 
aggregate statistics for the region or nation often provide a poor guide to what is 
happening in specific communities; they need their own data to inform local 
decision-making. Not only have the demographic and labour force pressures 
been felt predominantly in metropolitan areas, but rates of growth, increases in 
house prices, and the adaptive potential of the housing stock varies appreciably 
between cities. For example, newer urban areas such as Calgary have far fewer 
old large properties capable of being converted to multi-unit structures (Vischer 
Skaburskis, Planners 1979a). Meanwhile, as is illustrated in Figure 10.3, the rural 
stock is also undergoing change although its character is somewhat different 
from the city with a greater input of sweat equity. 

The essence of measuring progress is more subtle that in earlier growth 
periods. National progress is essentially a collage oflocal successes and failures, 
for an aggregate gain assumes that a loss or deficiency in one locale can be offset 
by a gain elsewhere. At least in part, progress must be measured in terms of the 
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development of policy instruments which facilitate the better adjustment of 
detailed housing supply and demand in specific locales, as market conditions 
change rapidly and mobility cannot resolve states of disequilibrium. 

Progress in the sense defined above depends critically on developing a better 
understanding of the relation between stock flexibility or adaptability and sup
ply-demand relations in individual housing markets. At present, the ability to 
assess whether specific intervention strategies, such as CHIP or CHRP or pro
vincial rental conversion programs are being effective is largely informal; if 
planners are to determine whether particular by-laws, zoning ordinances, or 
other interventions are having desired (or undesired) effects, there must be a 
commitment to more critical levels of measurement over longer periods of time. 

Public Policy and Housing Accounts 

Local governments must cope with changing housing needs and mismatches 
between local supply and demand. On many policy issues, net measures are sim
ply misleading. Local governments need a sound base for monitoring transi
tions in the stock and for identifying the contributory courses of change. Fur
thermore, modifications to the existing stock are becoming progressively more 
important, although to different degrees in different jurisdictions. We need to 
understand better the processes of physical conversions and investments in 
improvements, and the types of interventions that will promote effective stock 
use. Even large-scale surveys, such as that undertaken by the Community Devel
opment Strategies Evaluation (1982) of the US community block grant pro
gram, have been less than conclusive, for the truth is that surveys just cannot 
identify the richness oflocal environments which interact with the wide range of 
possible local interventions. 

One path to the future is to make a stronger commitment to the integration 
of monitoring, evaluation of program impacts, and detailed analysis of housing 
dynamics in individual markets. This also implies sufficient standardization to 
permit extraction and aggregation of selected accounts. A number of jurisdic
tions have already made a start at this. What is needed is a central set of guide
lines with respect to issues, such as common definitions of housing categories, 
methods of linking dwelling and property data, and procedures for improving 
the quality of building permit data. Only when comparability is established can 
the relations between interventions and account parameters be analyzed across 
jurisdictions and over time. 

To be better able to cope with localized mismatches between supply and 
demand, local governments must be able to identify the conditions under which 
specific controls (such as zoning changes or rigid code enforcement) or incen
tives (such as rehabilitation subsidies) are effective. This is beyond the ability of 
existing theory or of survey methods to achieve in a cost-effective and practical 
manner. Improved measurement has had an impact on theory and practice in 
most areas of scientific activity. Economic arguments about household 
behaviour, for example, were revolutionized by large-scale micro-level 
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household surveys of the 1960s that led to advances in the modelling of dise
quilibrium (Hanushek and Quigley 1978), while the development of the Survey 
ofIncome and Program Participation (SIPP) in the US had impacts on theories 
of family and household behaviour. To improve theories of housing dynamics 
and the impacts of stock intervention, analysts need data on housing accounts: 
the same data needed by local governments for day-to-day stock management. 
For provincial and federal governments, the primary concern should be to 
improve the allocation of public funds and to ensure that policies and interven
tions are appropriate to the s.tock management problem. 

Central agencies can play an important role in the development of housing 
accounts. They can provide support to municipalities in system development, 
help integrate the adoption of common definitions and standards, and favour 
submissions for program funding by local governments that make use of a sys
tematic accounting of local housing conditions and change. It is to be hoped 
that such initiatives will be taken by federal and provincial agencies in Canada. 

Notes 

1 In the Toronto case, if the structure of transitions were to remain constant for the indefi

nite future, eventually 71% of properties would be owner occupied, 18% tenant-occu

pied, 9% owner-tenant and 2% vacant. 



CHAPTER ELEVEN 

Housing Form and Use of Domestic Space 

Deryck W. Holdsworth and Joan SimonI 

POST-WAR CHANGES in the housing of Canadians are manifested principally in 
three respects: the changing size of the suburban single-family house and its 
varying layout in subdivisions; the increasing proportion of residents living in 
high-density, and increasingly high-rise units; and changing programs of social 
housing that have similarly varied in scale, massing, and density. Each of these 
has facade variations across the country, but generally innovations and stan
dards developed in the Toronto region have provided the model for national 
plans (with the exception of a "west coast" variant that percolated from Van
couver onto the Prairies, and the persistence of a Montreal style of duplex hous
ing). 

These changes in housing form can be seen in four broad time periods: a 
period of housing crisis extending from 1945 to the early 1950S; a phase from the 
early 1950S through until 1961 in which the modern residential construction 
industry became established; a period through the 1960s in which the industry 
was confidently meeting goals; and a phase of retrenchment beginning in the 
early 1970s. In outlining the distinctive and salient changes to form and appear
ance among three types of housing in four periods, it is intriguing to see the 
extent to which (1) British, American and Canadian models provided inspira
tion over time; (2) the institutional/bureaucratic framework of CMHC has 
enhanced, prescribed, or prohibited changes in form; and (3) demographic and 
lifestyle changes are reflected in or influenced by changes in housing form. 

Salient Aspects of the Pre-1945 Stock 

The heritage of housing stock and attitudes related to housing earlier in the 
twentieth century is an important prelude to consideration of post-war prog
ress. Additions and changes do not occur in a vacuum, either locally or in the 
broader international context. Dominating the stock of urban housing in pre
Depression Canada is a series of increasingly suburban environments for family 
life in detached houses (Doucet and Weaver 1985; Holdsworth 1977, 1986; 
Marson 1981; Spelt 1973). These could be small cottages and cabins or elaborate 
four-bedroom, two-storey houses; they could be on small lots of 7.6 metres 
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(25 feet) frontage or verdant 18.3 metres (60 feet) lawns; they could be close to 
workplace or separated by streetcar or automobile journey. Notwithstanding 
the tenements, bunkhouses, and rooming houses of central city areas, and a 
stock of Victorian housing that was already becoming inadequate through over
crowding or conversion, most Canadians had an image of the ideal house as a 
cosy cottage set within its own garden surrounds. The home thus had a physical 
and a psychological moat. Cheap land on the fringes oftowns and cities that was 
accessible through an evolving road network made attainment of such an ideal 
feasible for most - even if, for some, the housing was minimal and completion 
required an investment of sweat equity (Harris 1987). Only a few Canadian 
urbanites embraced the notion of high-rise apartment living as an acceptable 
alternative. Most occupants of the apartment blocks of the 1910S and 1920S were 
single, and likely clerical workers working downtown; the apartment zones of 
Vancouver, Toronto, and Montreal were encroachments on former Victorian 
elite districts that have been abandoned as newer suburbs grew up (McAfee 
1972). 

In rural areas, generations of folk and vernacular housing had accumulated 
into an architecturally rich and varied stock prior to 1945. The Prairie region had 
the most marginal housing; many homes there remained little more than the 
pioneer house awaiting more prosperous times that never came. Company 
housing was the norm in resource extraction areas and - given the ephemeral 
nature of many of these settlements - was rarely innovative in style or comfort. 

Throughout the twentieth century, Canadian housing design was driven by 
the residential construction industry's focus on the job of subdividing raw land 
into lots and building housing. An important but minor theme has been the 
attempt by reformers to get Canadians to build better communities for all and 
better dwellings for the poor. Theories about housing design and site layout 
were tied to health concerns that had both physical and social dimensions. 
Before 1960 the physical health hazards of slum housing dominated arguments 
for housing reform. As the worst housing was torn down, water and sewage ser
vicing became almost universal, and medical advances wiped out tuberculosis 
and other contagious diseases, social health questions moved to centre stage. 

Housing reformers attempted to establish minimum acceptable standards 
for Canadian workers and their families in the early twentieth century. In 
Toronto, the campaign to attack the environmental evils brought by industriali
zation and urbanization was initiated by Dr. Charles Hastings, the city's Medical 
Officer of Health. G. Frank Beer, a prominent Canadian clothing manufacturer, 
sold the idea of housing reform to his fellow businessmen on the basis that bad 
housing affected the physical health of workers, reducing their output; hence 
good housing was good for business. 2 Under Beer's leadership, the Toronto 
Housing Company was created, and the limited dividend concept was intro
duced to Canada (Spragge 1979). Their first project, Spruce Court, was built in 
1914· 

In the same year, Prime Minister Borden enticed Thomas Adams, the leading 
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town planner, to move from England to Canada to advise the Commission of 
Conservation. Adams was a housing reformer and Garden City advocate who 
linked housing design and site layout. This design approach maximized the use 
of the available space and it is one of the visual features which initially dis
tinguished social housing from market housing. 3 This Garden City influence 
can be seen in Toronto's Spruce Court, Ottawa's Linden Lea, Halifax's Hydro
stone development, and in some company towns during the 1920S (Saarinen 
1979; Delaney 1991). 

The Toronto Housing Company's Spruce Court units are the earliest defini
tion of minimum acceptable standards for workers' housing. Given the average 
monthly wage of a skilled worker, not everyone could benefit from such a 
scheme; nor given the cost ofland in the inner city, could developers deliver such 
housing on a broad scale. From this earliest attempt until today, housing 
reformers have been plagued by the dilemma of creating adequate decent new 
housing at a price affordable to the low-income earner for whom the housing is 
intended. 

Adams was instrumental in establishing criteria for the design of housing for 
veterans under the first national housing program - the $25 miJIion Federal
Provincial Housing Loan scheme in 1919. These were intended to be houses 
which workers could afford to buy, but the spirit of patriotism that fuelled the 
desire to provide adequate "Homes for Heroes" was dampened by economic 
realities. Rural soldier settlement schemes were more numerous than urban 
projects and were typically built on poor land that farmers had ignored to that 
point. The image of a house on land was paramount, rather than higher-density 
urban schemes. 

During the Depression of the 1930S, the question of housing adequacy and 
affordability came to the fore. High unemployment and poverty focused atten
tion on the slum areas of major cities. Many observers were reluctant, however, 
to come to terms with the broader implications of socially-assisted housing, 
recognizing on the one hand housing as but one element of a broader package 
that included medicare a.nd minimum incomes, and on the other hand, that the 
Canadian social model did not necessarily have to embrace the idea of state-pro
vided housing. The emphasis was more on assistance to the private sector, assist
ing private mortgage companies and owners with joint loans (as for example, in 
the 1935 DHA provisions). The block unit, in the fashion of British, German, 
and other experiments of the 1920S, clashed with the North American ideal of 
single-family housing. Ironically, New Deal block housing schemes in Pitts
burgh and Cleveland were to provide important models for Canadian post-war 
architects and planners. 4 The Garden City principles were re-introduced after 
being transformed by the American greenbelt experiments of the 1930S. 

Wartime Housing Limited (WHL) introduced a new standard in Canadian 
housing design. The crown corporation drew the country's leading architec
tural, engineering, and construction industry talents together to design and 
build houses for the average working man. They applied scientific principles to 
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the planning and manufacture of temporary housing for war workers that could 
be removed at war's end when the war factories were no longer needed. At the 
same time, they had to alleviate the municipalities' fears that the housing would 
deteriorate into slums. The simplified "1930S Cape Cod" designs were consid
ered by many to be progressive, experimental, and distinctive, but by others to 
be "packing cases" and eye sores. These standard two or four-room, one
and-a-half storey houses created a distinctive "Canadian House" which can still 
be found from coast to coast (Wade 1986). 

The drab vistas of rows of "little boxes" 5 were dictated by the existing servic
ing to the rented lots, by provincial laws requiring that houses must face onto a 
20.1 metre wide street, and by setbacks that were usually fixed by local zoning. 
Lot widths were usually a uniform 12.2 metres to provide a 4.9 metre fire separa
tion between houses. WHL prohibited the erecting of fences or garages, causing 
consternation among the tenants and contributing to the bleakness of the site. 

The Post-War Housing Crisis 

Veterans' housing became an urgent concern in the immediate post-World War 
II period, but this was only a part of the million houses thought to be needed in 
the decade after the war. A large residential construction program was also seen 
as an important source of employment by a government fearful that war's end 
could lead to higher unemployment and a return to the Depression. WHL was 
wound down and CMHC, created in 1946, began to take over responsibility for 
housing; a number of the staff moved to the new crown corporation. The build
ing program quickly shifted from rental houses to home ownership. The war
time designs continued to be built, but now on (unfinished) basements because 
these were permanent dwellings. The "Cape Cod" strawberry boxes were similar 
to the architect-designed "dream homes" for affluent clients and could be 
related to either a French or British heritage (Page and Steele 1945). CMHC con
tributed to a longstanding tradition of influencing mass design by pattern
books when they developed and promoted a series of plans for bungalows and 
ranch-style houses in the late 1940S. 

The popular "house and garden" magazines and the technical architectural 
press envisioned modern houses built with new materials and new industrial
ized technologies - scientifically lit, heated, and air and sound conditioned - but 
the houses actually built were traditional bungalow designs constructed in tra
ditional ways. The demand for houses was strong, and subtlety of design was not 
a dominant concern among buyers. Although the houses were small, the fami
lies were soon large by today's standar4s. The baby boom had begun and subur
bia, away from urban overcrowding with ample light and air and at least a prom
ise of trees in the future, was seen as the ideal environment for child-rearing. 

The Wildwood development in Winnipeg was an exception to this cautious 
approach. Wildwood was a model community that used design principles advo
cated by Stein and Wright and demonstrated in their Radburn, New Jersey, 
development (CMHC 1986d). Pedestrians and vehicles were separated so 
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children could go to school and play without parents worrying about traffic; 
local services, grocery shopping, and recreational facilities were within walking 
distance of everyone (CMHC (1986d, 36). Veterans were surveyed to determine 
their preferences for size (58% wanted 3 bedrooms), style (42% preferred 
one and a half storeys), and heating (73% requested forced warm air) (CMHC 
1986d,42). 

As the housing shortage eased and families became more prosperous, units 
became larger, and there was more scope for innovation and novelty. By 1951 
house builders such as the Shipps in the Kingsway area of Toronto were becom
ing land sub-dividers, and before the end of the decade, they would be part of 
the new development industry. They purchased a 101.2 hectare orchard and 
started to build Applewood Acres just west of Metropolitan Toronto. Within 
four years, 800 families were living in homes built from one of the eight archi
tect-designed plans available on MacIntosh Crescent, Russet Road, or Greening 
Drive. Their typical buyer was a 38-year-old salesman with an annual income of 
$6,600, a wife, and two children, aged 10 and 6 years. This was the second house 
they had owned; they had made a down payment of $55 and were carrying a 
$11,000 mortgage. They owned one car (although 20% of their neighbours 
owned two cars), and a television set. The house was designed to appeal to the 
wife. White, enamelled-steel kitchen cupboards with a maple chopping block 
incorporated into the countertop, a stainless steel sink with a pull-out attach
ment for rinsing dishes, vinyl tile floors, and the hood for the kitchen stove made 
these "state of the art" kitchen designs. The four-bedroom brick house had a full 
basement and an attached garage. The 18.3 metre wide lot had been sodded by 
the builder and came complete with an apple tree. The new owners were likely to 
put in a patio and back yard barbecue. The back yard had become an outdoor 
summer living room. The suburbs' two schools were jammed to bursting, and 
the one church had to conduct Sunday services on shifts. The suburban lifestyle 
was in place (Fillmore 1955). 

In less well-planned subdivisions, rows of bungalows continued to march 
across the agricultural landscape on the outskirts of most Canadian cities. But as 
the housing shortage eased, home buyers began to demand neighbourhoods 
rather than stark tracts. CMHC used its leverage as mortgage approvers to get 
smaller builders to improve site design. Layouts were recommended to improve 
the visual quality of the housing areas and also traffic safety, especially for chil
dren playing (Kosta 1957). This was an era when municipal planning was still in 
its infancy. CMHC sought long-term solutions to the quality of planning by 
encouraging the establishment of departments of urban and regional planning 
in universities. To fill the gap, British planners were encouraged to immigrate 
and their ideas and preferences would invariably influence subsequent design 
work. 

There was little government concern for those who could not afford to 
become home owners. A few small apartment buildings were built by non-profit 
sponsors. In 1948 the citizens of Toronto voted to allow the City of Toronto to 
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finance the construction of Regent Park North in an area which had been identi
fied as a slum in the Bruce report Of1934 (Rose 1958). When the Section 35 provi
sion for rent subsidies was added to NHA in 1949, the stage was prepared for an 
ongoing program of assisted housing. In 1951 Newfoundland became the first 
province to complete a project. Both Regent Park North and the pioneering 
scheme in St. John's, Newfoundland used a nineteenth-century design solution 
which had virtually disappeared in Canada after the First World War: row hous
ing. In Toronto, the row houses were introduced into a walk-up apartment 
scheme because the residents of the area had complained that they were being 
moved out of dwellings which had front and back yards into apartment build
ings. Also many of the families to be rehoused were large: five to ten children 
were not uncommon. Two-storey houses were the most compact design solu
tion, and row houses were more economical than detached dwellings. 

Regent Park North also introduced the notion of the "superblock" into Can
adian planning. The existing development pattern was considered to be over
crowded, and overcrowding was seen as the root cause of slum housing. The 
clearance oflarge areas had been recommended in the City of Toronto Plan of 
1944. Redevelopment, it was argued, had to be organized so that large areas of 
"blight" would be removed. The Toronto planners, supported by federal financ
ing under the new NHA urban renewal program, sought to create a "modern 
type of residential development" which would have permanent amenities (Rose 
1957). The requirement to retain the arterial roads which form the site bounda
ries was recognized because people needed to move easily across the city and to 
and from the site. Existing small streets were eliminated to remove the hazards 
of through traffic from an area designated for families; closing streets would add 
to the open space for play. Trees and grass were virtues needing no explanation. 
When it opened, Regent Park was the symbol of reform success: a new and green 
landscape which would help people build new and successful lives for them
selves and particularly for their children, despite the wise voices who recognized 
that housing was only one of the social problems facing the tenants. The new 
housing did improve the physical health of the inhabitants, but it was also touted 
by some as a quick fix for social problems. The social experiment was well stu
died, the lessons documented, but few listened. Within a decade this redevelop
ment would become the symbol of failure. 

Housing Mix in Community Development 

During the mid 1950S the residential construction industry got going, and 
CMHC turned its attention to questions of quality and design. CMHC stimu
lated public and professional awareness of planning as a social concern by 
underwriting the creation of the Community Planning Association of Canada. 
They sought to improve the architectural design of houses by encouraging 
architects to get involved in house designs, and by creating the Canadian Hous
ing Design Council to give awards for good design, they tried to raise public 
awareness of design. The Building Research Division of the National Research 
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Council was charged with improving the quality of the material and techniques 
used in house construction (Bates 1955). 

In the private sector, Toronto's Don Mills set the standard for suburban 
development across the country. A neighbourhood concept was introduced 
with higher density dwellings near the core. Initially, these were three-storey, 
walk-up apartments, but as development proceeded the scale of the apartments 
grew. The combination of apartments, townhouses, and detached housing in 
Don Mills was instrumental in fabricating a distinctive Canadian suburban 
landscape. Unlike in the US where the work was done by engineers, subdivision 
layouts became a standard part of professional planning practice. 6 

Don Mills Developments also acted as the matchmaker between architects 
and builders of tract housing. It was a traumatic encounter for both groups. 
Builders had to learn the virtues of design, and architects the reality of the mar
ketplace. The marriage, when successful, resulted in a standard of environmen
tal quality in mass housing that was unusual in North America. 

The single family housing component of Don Mills was laid out on lots that 
were wider and shallower than current practice, with the result that there is a 
sense of spaciousness, enhanced by retained vegetation and enriched by exten
sive planting. With increasing affluence, the standard bungalow grew larger and 
split sidewards. The garage was moved out of the back yard to free the space for 
outdoor living. Wide lots allowed room for the ranch house plan with all the 
rooms on a single floor as well as space for an attached car-port (or later an atta
ched garage) beside the house. Inside, the space opened up: dining rooms 
became dining areas and were used for multi-purpose activities. Kitchens were 
"strategically" located to oversee children's play, and they increased in size to 
make room for the new appliances which were touted as making housework eas
ier. Utility rooms were the latest feature with space for the new electric washers 
and dryers. Because oil had replaced the coal furnace, the basement space was 
free to become the "rec-room" for the growing children. Gradually, the rec
room crept upstairs and was renamed the family room. This new feature aided 
parents in their search to maintain the living room as an adult-only space which 
was needed as suburbanites struggled to attain a "gracious living" lifestyle. 

An equally influential source of design ideas in this period came from CMHC 
itself, whose deliberate intentions of promoting high standards of site design to 
establish role models led to some intriguing mixed-density projects. In 
Toronto's Regent Park South, the federal extension to the city-initiated slum 
clearance program and in Warden Woods and Thistletown on the fringe of the 
metropolitan area, the British row-house model was combined with high-rise 
apartments. The planning and design was in the mainstream of the Interna
tional Tradition of modern architecture which drew upon Le Corbusier's ideas 
of how to rebuild Paris for the promised new world after World War I. The pub
lic housing projects had a British flavour; indeed, many were designed by Brit
ish-trained architect-planners imported by CMHC. 7 Westwood Park in Halifax 
and Jeanne Mance in Montreal are similar examples, in materials, scale and 
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proportion, and appearance. On the west coast, Vancouver's Little Mountain 
project also used the row house, but the 224 units were stucco-clad in contrast to 
the brick used in the east. 

In the private sector, the work of Murray, Fliess, Grossman, and later Klein 
and Sears fabricated a Canadian vernacular for higher-density units that was 
distinct from the British model. The Canadian version was designed for the pri
vate rental market. As a consequence the space norms were higher, the group
ings smaller and more diversified in design, and the amount of car parking pro
vision much greater. As early as 1955, Rogers Enterprises had identified a market 
composed of several groups: those who wanted to live in a house but were not 
prepared to buy, older people with grown children who had left home, and fami
lies with three children who could not squeeze into the standard two-bedroom 
apartment. Rogers had visited Chatham Village in Pittsburgh and came away 
convinced that this beautifully landscaped 1932 development planned by Wright 
and Stein would be attractive to Canadian tenants. Accordingly, Murray and 
Fliess designed Southhill Village in Don Mills in 1955. The split-level row house 
plan was a North American first. All units had their own private gardens, three 
bedrooms and many had a bath and a half (Bowser 1957). 

A Change of Scale and Pace 

By the early 1960s the established residential construction industry was poised 
to open a new era of construction and development across Canada, extending its 
expertise in the suburban market and also diversifying to take advantage of the 
new limited dividend (rental) schemes brought in after 1962 by CMHC. The 
pace of change was dramatic. 

In the suburbs, big houses on big lots were the norm, although through the 
1960s and into the early 1970S the constraints of land prices and servicing costs 
began to squeeze lot sizes. As lot sizes decreased, the garage (now frequently for 
two cars) began to edge forward. Semi-detached houses allowed builders to con
struct two houses on one lot, which was usually 15.2 metres wide. Because house 
buyers preferred detached dwellings, many semi-detached were split above 
grade, but continued to be joined at the foundation level. Escalating house 
prices actually contributed to the growth of the dwelling itself: people wanted to 
feel they were getting their money's worth. The early row-house schemes pro
vided parking in corral areas. When the provincial strata title and condominium 
acts made it possible to own a townhouse, buyers demanded that the car had to 
be next to the house. Townhouses began to sit on top of garages. McLaughlin's 
schemes in Mississauga, Ontario are typical of suburbia of the time, while 
Bramalea, Ontario was a harbinger of the newer high-density row housing. Both 
were essentially offsprings of the Don Mills model, where later quadrants of the 
development were also adjusted to the new cost constraints and houses were 
located on smaller lots. In Vancouver, the growth of the house took on a slightly 
different appearance: sidestepping zoning by-laws, contractor/developers 
erected barn-like duplexes, the lower floor being justified as a unit for the 
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mother-in-law; in reality, the house was two units, and the upper unit typically 
had an apartment-style balcony across the street exposure. These "Vancouver 
specials" filled much of the lot, and since they were usually in fill housing on a 
vacant lot or a replacement house, they rarely harmonized with the smaller bun
galows and cottages around them. 

Under limited dividend schemes, developers were also locating blocks of six
storey rental apartments in areas beyond the inner city. Initially, these were 
rather stark and with minimal decoration on the exterior, but as CMHC gave 
"bonuses" for amenity items, balconies began to develop as the dominant fea
ture of these structures. Adjustments by CMHC to the condonable size of a bal
cony that would qualify as an amenity make it possible to date many of these 
rental apartment blocks. At first, the balcony was barely wide enough for a pot
ted plant; then, after 1977 balconies had to be at least two metres wide and partly 
recessed in order to qualify. 

Perhaps the most dramatic aspect of this new development phase, and one 
that would eventually raise alarm bells in community and political arenas, was 
the clustering of these apartment blocks. No longer six-storey clumps but 
twenty-or-more storeys high (facilitated by the development of the hammer
head climbing-crane), the resultant densities soared to 300 persons per acre in 
Vancouver's West End and Toronto's St. James Town. These new buildings were 
aimed at a new market, the "swinging singles": young adults in this era wanted 
to get out of the suburban family home and live on their own, preferably near 
urban attractions. Many newly-weds were attracted too by the amenities and 
location before starting a family. Over the years the formula was refined, and the 
apartments were marketed to a more mature and affluent population. As the 
apartments soared and densities increased, community open space, shopping, 
and transportation facilities became over-loaded. Many municipalities began to 
question the economic cost to the community of this form of development. 
Multiple-unit starts surpassed family-housing starts, and many citizens began 
to question this form ofliving, with concern being particularly strong about the 
effect of high-rise living on children. Internationally, it became the agreed norm 
that young children should not live higher from the ground than they could 
comfortably climb: four storeys. As a result, the public sector moved to curtail 
the construction of high-rise family apartment buildings, but the private sector 
continued to build them. 

Apartment layouts were dictated by car widths. The structural grid was 
determined by the most economical dimensions for the parking garage, and 
these were then projected upwards: apartments were slotted into the projections 
of the parking spaces. Living and dining-room "L's" were wrapped around gal
ley kitchens; the only variation seemed to be whether the two bedrooms and 
bath were to the left or right of the apartment door. 

Throughout the 1960s apartment buildings continued to be sited on large 
lots and well back from the street. In lower-cost projects, the uncovered land was 
often a parking lot, but in more luxurious developments this space was used for 
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increasingly elaborate recreational facilities and extensive landscaping. Fre
quently, the only features which distinguished the buildings from one another 
were the details on the balconies and the design of the fountain by the front 
entrance. The physical design on buildings changed little over the next decade, 
but the economics changed radically. It became increasingly difficult for private 
developers to build rental accommodation to serve the low end of the market. 
Some developers turned high-rise buildings into condominium projects and 
tried to attract a luxury market. For example, the Shipps, still building in the 
same area of Toronto, built a 442-unit high-rise tower called Applewood Place. 
They were still selling a lifestyle concept, but now to singles and childless 
couples. The closed-circuit television and sophisticated electronic security sys
tem was a selling feature. Residents had access to hobby rooms, party rooms, 
separate card rooms for adults and young adults, two health clubs, a roof-top 
swimming pool, whirlpool, sauna, gym, and sundeck. Outdoor recreation facil
ities included three tennis, two badminton, and two shuffleboard courts. 

In the public housing arena at the same time, CMHC pushed for a high stan
dard of design. Good design was seen as a way of overcoming public opposition 
to this form of development. Some outstanding projects, such as Malcolm Park 
in Vancouver or Alexandra Park in Toronto were created. However, there was a 
basic ambivalence. Many, including those working in public housing authori
ties, believed that poor people should live in poor housing. Public housing could 
not look good - row housing and point blocks rather than single dwellings were 
inevitably the norm - and cost constraints limited attempts to provide attractive 
settings for such shelter. The scale of redevelopment projects triggered commu
nity debates about the appropriate density of new housing as well as the preser
vation of existing neighbourhoods. In Toronto, Trefann Court, the only rem
nant remaining uncleared from the two massive Regent Park projects, came to 
symbolize the public's reaction against the bulldozer approach and a transfor
mation of emphasis from renewal to rehabilitation (Fraser 1972). On the fringe 
of the city, large-scale, high-density point blocks at Jane and Finch brought what 
social planners had so far labelled as "inner-city" social problems to peripheral 
locales (Social Planning Council of Metro Toronto 1979). 

The Search for Vernacular Conformity 

From this decade of rampant growth and some excesses of scale and juxtaposi
tion, the period of the 1970S began a phase of retrenchment. Inflation began to 
nibble away at the suburban dream. Between 1971 and 1976, the price of the aver
age house doubled in a number of Canadian cities. The land component of the 
house price was identified as the primary cause of the price escalation. Suburban 
sprawl was attacked as wasteful, and smaller lots were advocated to produce 
more efficient subdivision layouts. 

To keep alive the middle-class expectation of home-ownership, both federal 
and provincial governments experimented with assisted home ownership 
schemes. Individual families responded to the higher prices by housewives 
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returning to the paid labour force. The new family lifestyle spurred the return to 
urban living and encouraged the creation of infill housing schemes. 

Socio-political as well as economic-political pressures brought forth a set 
of smaller-scale, neighbourhood-sensitive schemes, almost the only things 
tolerated in the face of earlier excesses. New federal programs created coopera
tive and non-profit housing programs. Heritage and tenant groups in the Mil
ton Parc area of Montreal combined forces to stop the march of Concordia 
Estates' high-rise complex, La Cite. Using mortgage funds provided by CMHC, 
700 dwellings were bought from developers who had planned to demolish the 
buildings. Resident-owned and controlled cooperatives rehabilitated the 
tenements and built new small-scale, in-fill projects with the goal of retaining 
the existing population in the revitalized inner-city neighbourhood (Helman 
1981). 

In Vancouver, the architectural firm Downsl Archambault attempted to 
adapt the west-coast shed style that had become popular for expensive North 
Shore houses into clusters of social housing (for example, Champlain Heights). 
On the South Shore of False Creek, the city used CMHC land-banking funds to 
transform a derelict railroad and industrial area into one of the city's most desir
able neighbourhoods. The pods of stacked townhousing and medium-rise 
apartments, interspersed with parkland, are arranged along a sea-wall prome
nade. Cooperative housing for low and moderate-income families is juxtaposed 
with luxury condominiums (Hulchanski 1984). 

The St. Lawrence neighbourhood, Toronto's post-industrial redevelopment 
scheme, also used federal land-banking, as wen as the cooperative and non
profit housing programs, to revitalize a decayed industrial area adjacent to the 
city's core. Mews townhouses and mid-rise apartments, built at twice the den
sity of False Creek, line streets laid out to echo the traditional grid street pattern. 
The new neighbourhood has attracted young working professionals as well as 
the low and moderate-income families targeted by the government housing 
programs. . 

Under the non-profit program, community groups across the country have 
been challenged to meet the needs of special groups. During the 1970S a new 
type of accommodation appeared, such as Transition or Interval houses that 
provided refuge for women and their children from violent family situations 
while they re-establish their lives in a new permanent home. Finding a decent 
place to live for women, especially those with children, has become problematic 
as vacancy rates in many Canadian cities have approached zero. Cooperative 
housing has been particularly attractive to single parents to cushion the down
ward mobility which is frequently associated with divorce (Simon 1986). Hous
ing specially designed to meet the needs of the disabled have also been created 
using the federal housing program and the needs of those requiring the more 
supportive living environment of group homes have been addressed. 

High-density low-rise became the fashion, but rising urban land values 
imposed increasing densities. The miniaturized versions of traditional housing 
which resulted (smaller units, smaller gardens, reduced neighbourhood 
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amenities) continued the trend to internalize and privatize space which tradi
tionally had been open to the whole neighbourhood (Simon and Wekerle 1985). 
As of the mid 1980s some schemes went back to the high-rise form but without 
the 1960s landscaping that went out of fashion in the architectural profession. 
One of the most visible facade changes was a transition from the "bonus bal
cony" to an enclosed "solarium" (named a "Florida" or "Hawaii" room depend
ing on the local sun-destination), perhaps a sensible acknowledgment of the 
reality of the Canadian climate. The extended use of glass was accompanied by 
other glittering details inside and outside the unit. Private developers also 
rediscovered the city centre was a place in which couples wanted to live. Infill 
townhouse projects as well as condominium construction housed the more 
affluent. Gentrifiers were upgraded to a new rehabilitation and restoration 
industry as individual sweat equity gave way to more widespread and well
financed transformation of urban neighbourhoods. The Anglo-Irish slum dis
trict of Cabbagetown was the first Toronto neighbourhood to be gentrified. 
Typically, interior walls were removed and spaces opened up, then refitted with 
European-style kitchens and spacious bathrooms as stage sets for conspicuous 
consumption. As the well-heeled repossessed the central locations, the poor 
were pushed out into less-central locations. The process has been repeated 
across Canada in pockets of desirable and historic (at least in local terms) neigh
bourhoods such as the South End in Halifax or Kitsilano in Vancouver (Ley 
1986). 

Gentrifiers were not alone in renovating inner-city Victorian housing. Post
war immigrant groups, such as the Italians and Portuguese in Toronto and 
Montreal and the Greeks in Vancouver, contributed to the retention and 
upgrading of earlier housing stock. They too altered the fabric, both inside and 
out, in making a more appropriate setting for home and neighbourhood life. 
Thus, the sweat equity approach to house building and house renovation, so 
important to rural Canada, is now also an important segment of the urban mix. 
Indeed, it helps to define the vernacular quality of this phase. 

As of the mid 1980s there was the beginning of a nouveau suburban revitaliza
tion, with big two or three storey houses filling small lots in inner suburbia 
(Dunbar Heights in Vancouver and East York in Toronto, for example). Again, 
the process involves a mix of individuals (often contractors exploiting informal 
sector labour) and more organized property capital. Like the earlier Vancouver 
specials, these new houses added a jarring feature to a relatively homogeneous 
low-scale suburban streetscape. 

Suburbia did not decline. Erin Mills, the offspring of Don Mills, together 
with its clone, Meadowvale, continued to set the standard for well-planned sub
urbia. The lots got smaller and the garages doubled. Now the streetscape is a 6.1 
metre expanse of paving in front of a two car garage, with a token strip of plant
ing to remind one of the traditional front yard; the front door is almost in an 
alleyway. Inside, the number and size of bath rooms have proliferated. When 
houses were small, careful planning for the efficient use of space was an impor
tant criterion. Today, dream fulfilment seems the design determinant; curving 
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staircases link expansive front hallway to the private domain of upstairs bed
rooms, and route visitors to elaborate kitchen/dining rooms, rec rooms, and liv
ing rooms. New housing in suburban tracts of Richmond, near Vancouver or 
O'Brien's Hill on the edge of St. John's, Newfoundland and any city in between 
exhibits the same garage-dominated mass; the same revivalist tudor/Span
ish/colonial details are thinly added to the remaining front facade. 

Rehabilitation and renovation of older housing within the city have returned 
older neighbourhoods to families. The appeal of urban attractions combined 
with the schedules of working wives made city-living popular. Condominium 
construction in the inner city has assumed a strong neo-vernacular flavour as 
part of the post-modern fad invoking various streamlined and glittering 
moderne/art deco signifiers. This is noticeable especially on the Fairview slopes 
above Vancouver's False Creek and in Toronto's Harbourfront development. 

The Future 8 

The single-family suburban house is still undeniably a goal for many Canadians. 
That new households have to work their way up the housing ladder from starter
homes (that are now likely townhouses rather than the strawberry box semi-fin
ished house of the early 1950s) and that they may trip through mortgage over
load or divorce (and stay forever in a townhouse or apartment complex) does 
not deny the fact that the industry and consumer alike still view the home as 
castle. Agricultural land is still being transformed, suburban "communities" are 
manufactured, and streets of new housing slowly develop the subtle signatures 
of occupancy rather than mere purchase. Insofar as several decades of mixed
density and mixed-tenancy models have evolved for Canadian suburbia, in the 
wake of Don Mills, among others, and that the current restructuring of metro
politan workplaces has developed nodes of office and manufacturing employ
ment near the urban fringe, then the housing future may well be evolutionary 
rather than revolutionary. More of the same is in fact more of a mix, and the 
intersect of private industry production and local planning facilitating can 
mean that many Canadians will be able to think they have successfully attained 
home-ownership - or at least sovereignty over some semi-private space. The 
embryonic resurgence of the bungalow and other single-storey house forms in 
some suburban tracts might be a hint that builders will again "feed" the starter 
home buyers in more conventional means, rather than just build link-detached 
townhouses. As such, the limits of miniaturization and internalization may well 
have been reached. 

Even so, the other aspect of the Canadian housing mix, social housing, is 
likely to get short shrift. After a decade or more in which assisted housing in the 
form of cooperative schemes of various kinds has been perceived in some quar
ters as being subsidized housing for trendies in inner-city locations, the broad 
political capital for low-income housing has been largely exhausted. What 
assisted housing there will be in the near future is likely to be cheaply built and 
almost deliberately designed to look cheap. Only when a generation of nascent 



Housing Form and Use of Domestic Space 201 

slum areas develops, and with it a consciousness ofindignation or fear, will there 
likely be another round of reformist design principles that could energize new 
housing programs. As such, the redefinition of basic adequacy has to be recon
stituted anew. That extreme statement needs to be modified regionally, of 
course, and as the Canadian space-economy adjusts differentially to booms and 
busts in resource extraction and resource processing, what will define the social 
debate in municipal and provincial arenas will vary considerably. Space and 
massing will likely revert to earlier solutions. The hardening of attitudes towards 
social and tenancy mix is further reflected in less liberal postures towards chil
dren in adults-only buildings, or children near seniors' complexes. 

Finally, it is likely that the renovation and rehabilitation industry will con
tinue to grow and that existing streets and neighbourhoods will see dramatic 
piecemeal renewal. The densification of suburbia - replacing strawberry box 
bungalows with large four-bedroom-and-winding-staircase houses - will accel
erate, and probably create as much tension as that which accompanied the inva
sion by townhouses and apartments a decade or so ago. Those apartments and 
townhouses will likely need a significant input of rehabilitation money both for 
the public sector and the private sector stock. Rent control has likely created the 
need for massive repair programs, since incremental repair work funds dried up 
or were deliberately withdrawn. The longer those repair funds are withheld, the 
more likely it is that a new generation of slum housing will develop, necessitat
ing a crisis response from various levels of government. And existing single
family housing will attract continued attention from renovators. One challenge 
will be to create a set of regional restoration vernaculars within the technical 
information industry, so that owners and developers can modernize while 
maintaining the historical and regional nuances of older housing stock. 

Notes 

1 This essay was drafted in 1986, prior to Joan Simon's untimely death. Through several 

months of discussion, and especially through our joint interviewing of some leading 

contemporary practitioners in the Canadian housing design field, we evolved the per

spective that is presented here. Our evidence is different than that preferred by some 
data-driven social scientists, but our intent from the outset was to look at housing form 

and housing design in a more humanistic manner. Joan had only just begun to insert her 

own considerable practical· perspective into this essay, and I have been loath to tamper 

with it in ways that would detract from what we believed an essay in such a volume 

should look like. 

2 A half century later, when non-profit and cooperative housing programs were intro

duced, the responsibility for social housing would again devolve to the private sector. 

3 Until recently, more expensive housing continued to use space on the lot to compensate 

for design deficiencies; rising land costs changed the picture. 
4 Interview with Henry Fliess, architect and planner, Toronto, April 1986. 

5 This and other aesthetic opinions expressed throughout this chapter draw on the 
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opinions of architects and planners as recorded by the authors during interviews in the 

winter and spring of 1986. 

6 Interview with John Bousfield, architect and planner, Toronto, March 1986. 

7 Interview with Wazir Dayal, architect, Toronto, January 1986. 

8 Joan Simon, always pragmatic and rooted in the problems of the present, balked at pre-

dicting the future. Her comment was: 

Cheap and nasty for the poor, the only people to have targeted housing, tax -incen

tive schemes for the middle income and the on-going fascination with revivalist 

castles for the rich will explore the wonders of art deco, tudor, georgian colonial. 

Canadians will use the new technology to remain in the hot tub 24 hours a day 

with sushi delivered. 



CHAPTER TWELVE 

Substandard Housing 

Lynn Hannley 

HOUSING ONCE considered standard may now be considered substandard. To 
identify what is substandard requires some widely-accepted standards against 
which a dwelling can be compared. A historical approach contributes to an 
understanding of how and why standards have changed, and hence the percep
tion of the substandard housing problem. 

Early settlement patterns were primarily based on private initiative and not 
constrained by publicly-defined standards. As a result, housing was sometimes 
developed with little regard for public health, safety, or comfort. Shanty towns 
developed around most major urban areas, some by owners on an incremental 
basis depending upon their resources. Surface sanitary facilities were often in 
close proximity to the outdoor wells that provided drinking water. This soon 
created problems that affected the general public. In Winnipeg, for example, 
unsanitary conditions and outdoor privies were partly responsible for a typhoid 
outbreak in 1904-5. 

An urban reform movement matured in the period from 1905 to 1920, with a 
focus towards housing health and safety standards. Municipal expenditures on 
infrastructure and services rose quickly with the rapid urbanization of Canada's 
population in the first two decades of the twentieth century. Urban centres in 
western Canada developed from nothing, while those in Ontario and Quebec 
expanded on existing infrastructure. 

The extent of municipal expenditure on services in western cities is illus
trated by Artibise: 

In 1906, Alberta's cities spent only $2 million; in 1912 they spent $16.6 million. The 

total surged to a high of$36.5 million in 1913 (1982, 136). 

Much of this expenditure was anticipatory, funding the servicing of subdivi
sions that were yet to be built. However, in part expenditures were also made to 
improve conditions in existing built-up areas; in Winnipeg, for example, the 
6,500 outdoor privies blamed as a cause of the typhoid epidemic in 1904-5 had 
been reduced to 666 by 1914. By the end of World War I, sanitary conditions and 
services were improved within the urban core of most municipalities. 
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During the 1930S determination of housing standards shifted from the pri
vate to the public domain. With the passage of the DHA in 1935, the federal gov
ernment became actively involved in housing issues and after the passage of the 
NHA in 1938 began to work on a national building code. Indicators of substan
dard housing focused on the physical aspects of housing; vermin, the lack of 
appropriate sanitary facilities, water within the unit, appropriate ventilation, 
and electrical power. In addition, a household's unit was considered substan
dard if they were living under crowded conditions. The Bruce Commission in 
1934 developed two minimum sets of standards; one to determine minimum 
health and safety standards and the other to establish minimum internal/exter
nal amenities. 

The 1941 census gathered data on the need for external repairs. 1 Data were 
also collected on inside running water, bath and privy, electrical power, and the 
type of heating and cooking fuel. In addition, households with more than one 
room per person were considered to be crowded. The 1941 census data, as well as 
the work done by local municipalities in assessing their housing stock, were used 
in the Curtis Report of 1944 to develop several indicators of substandard hous
ing. One indicator was the need of a unit for exterior repairs (as defined by the 
1941 census), a flush toilet, or a bathroom. 2 The Report also recognized that, 
while a unit's condition may not be substandard, the neighbourhood may be. 3 

As the physical standards of housing increased across the country, expecta
tions about "acceptable" housing changed. In the 1951 census, the definition of 
"in need of major repair" was modified to include an interior badly in need of 
repair, that is, large chunks of plaster missing from walls or ceilings. The 1971 
Federal Provincial Task Force on a Developmental Approach to Public Assis
tance proposed indicators of physical adequacy and occupancy standards that 
were considered necessary for safety, health, social, and personal well-being. 
Rather than just using the number of persons per room to determine these, the 
Task Force took into account household type, age of occupants, per capita floor 
area, minimum floor areas for specific interior spaces, and access to play space 
by children. 

Substandard Housing Prior to 1945 

The Curtis Report found that much of the Canadian housing stock in commu
nities of over 30,000 in 1941 was substandard. Using three indicators (needs 
external repairs, lacks exclusive use of indoor flush toilet, and lacks exclusive use 
ofinstalled bath), 31% of the total stock were classified as substandard. The stock 
in centres of under 30,000 was also less than adequate; 25% (of 626,466 dwell
ings) needed major repair; 31% lacked a flush toilet; and 44% lacked an installed 
bath. Of 469,247 rural non-farm dwellings, 40% had no electricity; 69% lacked a 
bath; 67% lacked a flush toilet; and 30% were in need of major repairs. In addi
tion, 39% of 729,744 farm dwellings were in need of major repairs, and only 20% 

had electricity. While some housing can be brought up to standard through 
simple renovation or the installation of a bath or toilet, in all 298,000 sub-
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standard dwellings required immediate replacement according to the Curtis 
Report. 4 

Regionally, the incidence of substandard housing was higher in the Prairie 
and Atlantic regions, parts of northern Ontario, and selected communities in 
Quebec. In part, this difference was due to a lack of municipal services (that is, 
piped running water) necessary for flush toilets and other bathroom facilities. In 
other cases, dwellings were built initially with an indoor flush toilet, but added 
installed bath facilities only later as the household could afford it. 5 As well, the 
metropolitan stock was in greater need of replacement. 6 The metropolitan 
stock was older, originally of poor quality, and some of it had deteriorated to the 
point of being considered slum housing, while the stock in the smaller commu
nities, much of which had been built by home owners, was newer and of better 
quality. 

The substandard housing problem prior to 1945 was not just one of poor 
quality units; it was also one of poor quality neighbourhoods, crowding, and 
unsanitary conditions. Despite progress made prior to 1945 in municipal servic
ing and the articulation of physical standards for housing, limited residential 
construction during the 1930S and World War II, as well as the growing demand 
for housing, 7 left many households living in substandard conditions. 

Many Canadian households with low incomes were living in poor quality 
housing under crowded conditions. The Curtis Report estimated that approxi
mately 50,000 or 28% of low-income renter households were crowded (based 
upon an occupancy standard of 1 person per room including the kitchen). Some 
40% of households with annual incomes of under $499 were crowded, com
pared to just 12% of households with incomes over $2,000. The Report 
estimated that 150,000 units were needed to house crowded families (110,000 in 
metropolitan areas and 40,000 in the smaller communities.) As well, 44,000 
units were required to house crowded non-family groups (32,000 in metropoli
tan areas and 12,000 in smaller communities. 

Post-War Housing Policies and their Effectiveness 

The Curtis Report proposed the development and rehabilitation of housing to 
service the needs of all Canadians regardless of income (a plan that included 
low-rent projects, cooperative housing, and private ownership), the institution 
of comprehensive town planning, and the introduction of a residential section 
of NRC's Building Code. It suggested that the provision of municipal services, 
the setting of building codes and standards, and housing production were the 
best ways to attack the substandard housing problem. 

Although the preamble to the National Housing Act of 1945 indicated that it 
was "An Act to Promote the Construction of New Houses, the Repair and Mod
ernization of Existing Houses, the Improvement of Living Conditions, and the 
Expansion of Employment in the Post-war Period:' initial post-war programs 
focused only on production of new housing units. During the early post-war 
years, the physical quality of housing was affected by four policy directions that 



206 Lynn Hannley 

were being pursued by CMHC. These included the development and manage
ment of public housing, urban renewal/redevelopment, support for privately 
owned and operated limited dividend corporations, and support for home 
ownership. 

PUBLIC HOUSING 

The first housing units developed and managed by CMHC were for veterans and 
their families. Of relatively good quality for their time, they were seen to set a 
standard of appropriate housing and neighbourhood development. Although 
some thought that these publicly owned and operated dwellings should be con
verted to low-income units once they were no longer needed for veterans and 
their families, they were eventually sold off. This program was terminated in 
1949 in favour of a low-rent housing program shared 75% to 25% (capital costs 
and operating losses) between the federal government and a province or munic
ipality. The first project under this program was completed in 1951, and only 
11,624 units were built altogether from 1951 to 1963. After the program was 
amended in 1964 to provide for a loan of 90% of the capital costs of the project 
and 50% of the operating losses paid for by CMHC, production surged. From 
1964 to 1978, 145,183 dwellings were built under the 90% federal loan program. 

Although public housing was likely more adequate (physically) than the 
existing stock it replaced, it was not without problems. Public concern was 
raised about building size and quality, as well as social segregation. Even existing 
tenants were not satisfied with the product. In a user study of public housing, 
Martin Goldfarb Consultants identified a number of concerns. As illustrated by 
some of the points raised by the tenants, a physically adequate dwelling unit still 
did not adequately meet their needs. 

Alone, shelter itself is not a solution to the housing problem; tenants are looking 

for a "home': ... 

People accept public housing as a last resort and expect to stay for only short 

periods of time. Prolonged duration of residence increases frustrations regarding 

the lack of a "home." (1968,37) 

Often, from the tenant's perspective, the problem with public housing is that 
it fostered social dependency, rather than encouraging self-reliance and 
creativity. This situation is succinctly relayed in the following statement from a 
study conducted of Vancouver public housing tenants: 

Tenants of public housing, unlike tenants of privately owned houses, are for the 

most part forbidden to erect fences or ... any other protective device affecting the 

appearance of their project. [The) individual tenant ... cannot set up store

bought play equipment for the use of his own family. Ifhe did, (a) it would be des

troyed by children too large or too undisciplined to be using it; or (b) it would fig

ure in an accident to someone else's child, for which the tenant would be held 

responsible. If one keeps this in mind, one will avoid resorting to the popular but 
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unrealistic stand that people are being shiftless and grabby when they ask for 

essential facilities which they are not free to provide themselves (Adams 1968, 31). 

Public housing was meant to be temporary housing; to be occupied by 
households only until they were able to afford home ownership. In addition, 
there was a concern that public housing not be built to a standard that would 
compete with the private sector. This perception of public housing is reflected 
by the following statement by a senior government official and member of the 
Board of Directors of CMHC, in response to a proposed public housing policy 
statement . 

. . . public housing projects should also be at a minimum standard as far as accom

modation is concerned, but not as far as external design, siting, etc. are concerned. 

In other words they should improve the community but only provide a bare mini

mum of housing for the occupants .... This should be deliberately used not only to 

achieve economy, but to make clear that we are not competing with private enter

prise who we assume will be building a more attractive product intended for those 

who can afford it (Dennis and Fish 1972, 174). 

Surrounding communities reacted negatively to early public housing projects 
specifically because the projects were designed to provide temporary housing 
and not to compete with the private sector. As a result, the Hellyer Task Force 
recommended: 

The Federal Government initiate a thorough research program into the economic, 

social and psychological issues of public housing. Until such a study is completed 

and assessed, no new large projects should be undertaken. (Canada 1969, 55) 

By the mid 1970S a number of provinces, including Ontario and British Colum
bia, had discontinued production of family public housing. 8 Public housing 
certainly can be criticized because it addressed only one facet of housing stan
dards (that is, the provision of basic accommodation built to minimum stan
dards) and did not address other goals (that is, social aspects and consumer 
choice and control); however, it did and continues to provide affordable hous
ing for some of the lowest income Canadians (Canadian Council on Social 
Development 1977). 

The commitment to provide adequate housing for low-income households 
did not vanish with the end of new public housing schemes; rather it shifted to 
the development of non-profit, mixed-income communities, developed, and 
managed through municipal and private non-profit corporations. These proj
ects provided housing to low-income and moderate-income households. 
Unlike many previous public housing projects, the new non-profits were often 
family-oriented (much of the later public housing constructed was for seniors) 
and built to be marketed to households who would pay market rents, as well as 
to those who would pay on a rent-to-income basis. From 1978 to 1985, 85,041 
non-profit housing units were developed (CMHC 1985b). Non-profit housing 
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was built in every region of the country. These projects, smaller in scale and built 
to fit the existing neighbourhood, did take into account some of the social 
aspects of housing. 9 In December 1985 the Minister in charge of CMHC indi
cated that all federal social housing expenditures would be directed to those in 
need. This policy direction could effectively curtail income mixing within non
profit projects, as the intention of the policy is to house only those below certain 
income levels. 

URBAN RENEWAL/REDEVELOPMENT!IMPROVEMENT 

Slum clearance was not a new issue in 1945. The condition of the urban poor had 
been a concern of the urban reform movement in the 1920S. Much of the activity 
directed towards slum clearance before and after 1945 resulted in the razing of 
the existing neighbourhoods and the development of large publicly-owned 
housing projects. Prior to 1956 federal enabling programs required that land 
acquired in a clearance area be replaced with low-income housing projects. The 
inappropriateness of the bulldozer approach to urban renewal was eventually 
recognized; and in 1956 the National Housing Act was amended to provide 
federal support for locally originated urban renewal studies and to remove the 
restrictions on the use of the land acquired in a renewal area. Most municipali
ties initiated such studies. 

Certainly, the housing stock produced under these relocation schemes was 
better in quality than the original stock, but questions were raised about the 
other aspects of the community to which redevelopment and relocation were 
not very sensitive; and by 1968 the federal government imposed a moratorium 
on all new urban renewal approvals. 

In 1973 the concept of neighbourhood improvement was introduced through 
a cost-shared program between the federal government and the provincial and 
municipal governments. This approach included the rehabilitation of housing 
stock within an existing community, through RRAP and the complementary 
upgrading of local services, facilities, and infrastructure through the Neigh
bourhood Improvement Program (NIP). In addition, provision was made for 
the acquisition of land for new social housing within the community. Neigh
bourhood improvement was a program with great potential that was widely 
expected to address the failings of urban renewal. 

NIP had a short time horizon; the program itselflasted for five years, with a 
three-year time frame for plan development and implementation. 10 As such, it 
could not be expected to result in many comprehensive plans for neighbour
hood improvement and revitalization. Nonetheless, NIP proved to be a limited 
success. The improvement approach was considered by most to be more pro
gressive than urban renewal; however, the expectations that many had for NIP 
were not realized. Critics argue that too much emphasis was placed on the 
improvement of municipal infrastructure and not enough on housing renova
tion and redevelopment. 11 This focus of expenditure on infrastructure was in 
part one of the problems of the old urban renewal program. 
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There were other problems with NIP. Not all older communities were elig
ible. For example, the Edmonton inner city area did not qualify because of 
unstable land uses and some zoning that did not conform to CMHC criteria. 
That area, which had some of the poorest quality older housing stock, did not 
receive any federal/provincial or municipal assistance; and in 1986 the area still 
suffers from a deteriorating housing stock. Another failing of urban renewal that 
neighbourhood improvement was to address was the involvement of the user in 
planning and implementation. Here, the degree of success depended on the 
nature of the indigenous organizations within the community. Effective com
munity involvement requires an organized community group with the skills and 
resources to make decisions and direct the planning process. Mechanisms are 
needed to enable community groups to deal with competing objectives and 
power elites. NIP was a program that required a degree of community consen
sus, energy, and political sophistication; yet community development was not a 
program component. 

RRAp, NIP's companion program, however, did improve the standard of 
existing housing stock, albeit in a limited way. RRAP provided assistance to 
improve the quality of the housing stock in designated NIP areas. During 1974-8, 
25,464 owner-occupied units as well as 26.446 landlord-owned units received 
RRAP loans; an additional 257,773 units (excluding hostel beds/non-profit 
units) received RRAP assistance from 1979 to 1985 (CMHC 1985b). The policy 
focus ofRRAP was modified in 1986 from one of stock improvement to a social 
housing program targeted to those in need. While both owner-occupants and 
landlords are eligible, only owner-occupants in core need are eligible, and to 
receive the full assistance, landlords must agree to post-rehabilitation rents that 
are 50% of average market rents. Whether this new policy thrust will serve to 
retard the rehabilitation of existing stock has yet to be determined. 

LIMITED DIVIDEND 

Under the Limited Dividend Program, CMHC provided direct loans to private 
corporations to provide low-rent housing. Much of the initial housing pro
duced under this program was not adequate (Dennis and Fish 1972). A review of 
the design and layout of a number of projects by CMHC in 1960 indicated that 
many projects lacked landscaping and play areas. In addition, many projects 
were large and contained a high proportion of one-bedroom units. Although 
CMHC attempted to regulate the quality, size (maximum 100 units), and unit 
distribution (averaging 2.5 bedrooms), the overall quality of these developments 
did not improve; developers continued to build projects at minimum standards, 
and some were poorly located. Other problems with the Limited Dividend Pro
gram related to the management of the projects, the failure of the project man
agement to prevent under-utilization, and the income verification require
ment. 12 In the mid 1970S there was a shift away from entrepreneurial housing 
for low-income households to provision through non-profit corporations, a 
trend which had started in the mid 1960s. 
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HOME OWNERSHIP ASSISTANCE 

Post-war housing policy was heavily directed towards private home ownership. 
The introduction of mortgage insurance and high-ratio mortgages enabled 
households with little wealth to purchase a home and changed perceptions 
about home ownership. Historically, many households had built their own 
homes on an incremental basis as resources allowed. That pattern changed; 
households now sought to purchase a home that was already fully developed, 
and municipalities no longer tolerated partially-built units. 

The emphasis of early post -war policy was on the production of new units for 
the more affluent; existing housing would then filter down to households who 
could not afford to purchase new. Ownership has been favoured by Canadians 
in part because it provides the consumer with control. In the 1970S new policy 
thrusts provided effective and previously-unavailable choices to modest
income consumers both with regard to type of housing and tenure. Govern
ments at all levels introduced programs to assist modest income households to 
afford new housing. These programs included grants for first time home own
ers, subsidized mortgages for low cost housing for low-income purchasers, 
reduced lot prices in government land developments, programs to assist owners 
build their own housing, direct NHA financing when private funds were not 
available, rural and Native ownership programs and programs for cooperative 
housing. 

While by the 1980s, the majority of Canadians enjoyed physically adequate 
housing and had a choice both with regard to housing form and tenure, there 
still remained pockets of households occupying physically inadequate housing 
and lacking consumer choice; many of them in communities without effective 
housing markets, for example in rural and remote areas and on reserves. As 
illustrated in Figure 1.2, in 1981, 23% of Native households on reserves lived in 
units that needed major repair as compared to 7% of non-Native households; 
51% had no central heating as compared to 9% elsewhere. The situation was 
similar for off-reserve status Indians, non-status Metis, and Inuit. In addition to 
the lack of basic facilities, such as plumbing and central heating, crowding is also 
an issue. Based upon one person per room, one in six Native households were 
living in crowded conditions, as compared to I in 43 for the rest of the popula
tion. Inuit households faced the worst crowding situation, as 40% of the house
holds had more than one person per room, and approximately 8% had more 
than two people per room. 

In some instances, government intervention to improve the physical ade
quacy of the housing effectively reduced consumer choice, as George Barnaby of 
Fort Good Hope indicated in his presentation to the Northwest Territories 
Special Committee: 

.. , there has always been a problem with housing, especially since the territorial 

government got involved in it. [Before] the government moved North, I mean 

everybody owned and built their own houses and had responsibility for every-
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thing they decided. They did it for themselves. About 1968 or 1969 there was a big 

push by the government to change everything around .... There was lots of time 

and money spent introducing a new rental program of housing. At that time 

people were promised that they would pay a couple of bucks a month and they 

would have a lower rental unit, that is what they were called. So that was a pretty 

good deal, you get all your electricity and fuel oil plus the house for two dollars a 

month . 
... So a lot of houses were destroyed, some ofthem were pushed over with cats, 

some of these people still do not have houses. Their houses were never replaced. 

And they would have no choice but a rental house, that means their houses were 

taken away from them and then they would have to rent from the people who took 

them away (Northwest Territories 1984, 36). 
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For these households, living in substandard, crowded conditions, there has 
been little progress in the post-war period. Housing policies that are predicated 
on filtering require a market and a sufficient stock of housing; both are non
existent in these communities. Housing programs, targeted to provide owner
ship opportunities to moderate income households, require households to have 
an income and to carry at least a portion of the debt service. Many residents in 
these communities have incomes that would not even cover the cost of operat
ing the housing units. In many communities in the Northwest Territories, for 
example, the majority of census families in 1981 had incomes under $15,000 per 
year (Census of Canada 1981). Progress has also been inhibited by the fact that 
these households have had limited political power; they are few in number com
pared to the total population and not visible for the most part to those who, like 
the early members of the urban reform movement, would have championed 
their cause. 

The Municipal Role 

One indicator used in the Curtis Report to classify a unit as substandard was the 
lack of indoor flush toilet and bath facilities. By this measure, the policy thrust to 
install and improve municipal piped services helped ameliorate the substandard 
housing problem. In addition, rural electrification and the development ofindi
vidual mechanical systems (for example, septic tanks and cisterns) had a posi
tive impact on the substandard problem in rural areas. There has been a signifi
cant overall improvement in the housing stock from the perspective of plumb
ing facilities; nationally, only 86,000 households lacked flush toilets by 1983. 13 

The development and introduction of building codes and other standards 
also had a positive impact on improving both the housing stock and the urban 
environment. The National Research Council of Canada developed a uniform 
code for building standards in the 1930S, but not until three decades later did 
such standards became widely implemented by the provinces. 

Prior to their use at the local level, uniform building standards were imple
mented primarily through the efforts of CMHC. In 1947 CMHC produced 
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Building Standards and Apartment Standards which, while modelled on the 
National Building Code, included additional requirements thought to be 
important for good quality residential development. In 1957 the Building and 
Apartment Standards were transferred to NRC's jurisdiction, which published 
them in 1958 with the Building Standards renamed as Housing Standards. Until 
1965 housing projects that received CMHC mortgage funding or insurance had 
to meet the requirements outlined in these documents. In 1965 the Residential 
Standards were prepared by the NRC; these were a combination of the current 
Housing Standards, Apartment Standards, National Building Code, and some 
additional requirements considered important by CMHC. However, it did not 
include site planning requirements. Therefore, CMHC developed their own site 
planning criteria. The site planning standards, set out in the various CMHC 
publications from 1966 to 1980, set the standards of residential development for 
all of the projects CMHC funded and insured. In 1980 these standards became 
advisory rather than mandatory for all the Corporation's market housing proj
ects. Critics considered this move regressive because it reduced the Corpora
tion's ability to control the quality of residential development. However, by 1980 

most urban municipalities had developed their own site planning criteria, some 
more restrictive than CMHC's; in any case, the void in local controls that existed 
when CMHC developed its criteria no longer existed. 

Mandatory standards in housing and residential development helped ensure 
that newly-built housing was not substandard. However, many might not agree 
with the extensive nature of the standards and requirements. It could be argued 
that increased standards have increased the cost of housing, thereby contribut
ing to the problems of affordability. Furthermore, some owners wanting to con
vert existing housing into smaller suites or a rooming house, for example, will 
do the work without obtaining a permit, and as a result the housing may not 
meet basic fire and safety standards. In addition, in some situations there is a 
reluctance to have existing health and safety regulations enforced for fear of pos
sible loss of stock. 

The Curtis Report (Canada 1944, 16) recommended the initiation of an 
extensive process of town planning. The committee also recommended the 
establishment of a Dominion Town Planning Agency "that would be equipped 
with all the necessary facilities for the promotion and co-ordination of town and 
community planning throughout the country"; however, since planning, like 
codes and standards, was under provincial jurisdiction, the realization of such a 
body was problematic. 

The initial post-war challenge was the development of enabling legislation to 
ensure appropriate community planning as well as the development of a pool of 
planning professionals. During this period existing planning legislation was 
revised and the necessary structures were developed to enable town planning; 
planning schools were established; and associations such as the CPAC and 
CHDC were organized. 
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In the early post-war period, CMHC played a role similar to that envisioned 
in the Curtis Report, albeit limited. CMHC encouraged municipalities to 
undertake studies and plans of potential urban redevelopment areas and pro
vided grants to determine slum areas in need of urban renewal, required com
munity plans, provided assistance to municipalities through the review of pro
posed housing developments, and provided information resources to builders 
through the Builder's Bulletin which addressed, among other subjects, ways to 
achieve variety in new subdivisions at no extra cost. Community planning was 
not coordinated by a national body; rather planning and plan implementation 
became a function of local and regional government. The implementation of 
provincial planning legislation was facilitated by changes in the nature and 
organization oflocal government as well the development of regional structures 
which enabled the development, control, and financing of communities on a 
planned basis. By the 1960s most local jurisdictions had planning departments 
in place. 

The focus of community planning has evolved since 1945. The initial focus 
was to ensure orderly and controlled growth. The development of zoning and 
land-use controls and the provision of municipal services (sewers, roads, and 
sidewalks, for instance) were the main focus of community planning during the 
first two post-war decades. 

However, in the late 1960S community planning also had to address concerns 
over quality oflife. Continued growth was no longer a common social goal, and 
citizen opposition to major public and private development was common 
across the country in the late 1960s and in the 1970S. For example, citizens 
opposed the Spadina Expressway in Toronto, the Third Crossing in Vancouver, 
and high-density redevelopment of older neighbourhoods in Edmonton. Mun
icipalities also used their power to expropriate to realize public projects. 
Toronto, for example, attempted to expropriate five home owners living in an 
urban renewal area in order to implement a plan whose purpose was to improve 
areas residents' housing conditions, and Winnipeg expropriated a resident to 
make way for a sewage treatment plant (Lorimer 1972). This period can be 
characterized by citizen distrust of planners, developers, and the planning pro
cess; publications with titles such as Forever Deceiving You, Up Against City Hall, 
Fighting Back, and The Revolution Game were published. By the late 1970S plan
ners began to recognize that planning had to take place in the public arena and 
that citizen participation was an essential component of the planning process. 

Community planning in the 1980s is much more complicated than it was in 
the early post-war years since it must address a variety of competing goals and 
objectives from different interest groups. 

While some might argue that the planning process is too bureaucratic and 
the standards have become too high, it would be difficult to argue that com
munity planning has not resulted in overall housing progress. Amongst other 
factors, the provision of green space within planned urban environments, the 
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transpDrtatiDn netwDrks, and play spaces fDr children certainly have resulted in 
an environment that is an improvement Dver the slums Df the past which, as 
described by the Bruce CDmmissiDn, lacked basic amenities: 

... the extensive use of trucks which clutter up the streets and make it unsafe for 

children. Dwelling units are edged in between junk yards, sheds and commercial 

buildings .... The sordid appearance of the district is largely unrelieved by trees 

and grass (Ontario 1934, 29). 

Future Indicators of Substandard Housing 

Future indicatDrs Df substandard hDusing will be effective Dnly insDfar as they 
reflect sDciety's fundamental gDals. SDcial gDals that are impDrtant in the devel
Dpment Df future measures DfhDusing quality include the fDIIDwing: enhancing 
equity Df DppDrtunity, preserving the dignity and privacy Df the individual and 
the family, prDmDting diversity, freedDm Df chDice, enhancing health, safety, and 
quality Dflife, fDstering a sense Df cDmmunity, and preserving the natural envi
ronment. Future measures DfhDusing quality shDuld nDt Dnly take into. aCCDunt 
indicatDrs Df physical adequacy but also. sDcial adequacy and CDnsumer chDice 
and cDntrol. 

INDICATDRS DF PHYSICAL ADEQUACY 

Macro indicatDrs that have been used to. identify substandard hDusing include 
need fDr repair, lack Dfbasic facilities, the physical quality Df the residential envi
rDnment, and crowding. In the 198DS, hDwever, the develDpment Df a macro. def
initiDn applicable acrDSS the cDuntry is a mDre challenging exercise. There are 
three general CDncerns to. take into. aCCDunt in develDping such a definitiDn. 

One is that a single "macro" standard fDr the natiDn may be less appropriate 
than "micro" standards that vary amDng regiDns Dr by categories DfhDusehDlds 
acrDSS Canada. HDusing needs and standards vary with climate. They also. vary 
with the sDcial and demDgraphic characteristics, hDusing needs, and aspiratiDns 
Df the Dccupying hDusehDld. 

A secDnd CDncern is the weighting Df the indicatDrs to. distinguish between 
units that are physically inadequate and thDse that are substandard. A cDmpre
hensive appro.ach, taking into. aCCDunt bDth exteriDr and interiDr cDnditiDns and 
facilities as well as their level Df DperatiDn, wDuld be useful fDr hDusing assess
ment in the future. The US Department Df Housing and Urban DevelDpment 
has develDped criteria fDr distinguishing between physically inadequate and 
seriDusly inadequate. This definitiDn includes bDth absDlute and relative mea
sures and takes into. aCCDunt the number Df times the tDilet, heating, and elec
trical systems broke dDwn Dver a periDd Df time. In additiDn, Co.st Df DperatiDns 
may be an indicatDr Df physical adequacy that may be significant in the future. 
Fo.r example, a unit that is extremely expensive to. heat may be co.nsidered sub
standard. 

A third CDncern is the reliability Df any data base. Much Df the basic hDusing 
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data has been gathered through the Census, which currently is self-admin
istered. While hard data on physical facilities and number of rooms are likely 
reliable, data on the quality of the unit and its overall state of repair may be less 
so. 14 In addition, it is important to determine the basis on which units will be 
counted, as the definition of dwelling has an impact on the magnitude of the 
substandard housing problem. A count based upon the Census definition of 
dwelling unit as "a structurally separate set of living quarters" will yield fewer 
substandard units than one that allows living quarters with shared facilities. For 
example, the Survey of Housing Units indicated substantially more dwelling 
units with shared toilet facilities than did the 1971 Census. This discrepancy may 
be a result of the SHU staff being more likely to classify units such as 
bachelorettes and basement suites as separate units than were Census staff. 
There are many cases where the definition of dwelling is not clear, including 
basement/attic suites occupied by lodgers and rooms in a rooming house or a 
bachelorette. The definitional problem needs to be addressed to ensure data 
base consistency. 

INDICATORS OF ENVIRONMENTAL INADEQUACY 

Factors that may be significant in the future are (1) the immediate environment 
created by a specific housing development, (2) the physical form of housing, its 
location, and its relationship to other residential and non-residential develop
ment, and (3) the overall quality of the municipal infrastructure. 

A number of high-density, high-rise developments were built in the 1970S, 

some of which were publicly-owned and occupied by families with children. 
Play is considered by many educators/psychologists as a primary medium for 
development during early childhood. For these children, whose play activities 
may be constrained by lack of available play space, such housing may be envi
ronmentally inadequate. 

The overall design of housing environments has an impact on people's lifes
tyle and behaviour. The idea of planning for defensible space was a response to 
high crime rates and vandalism in high-density projects. High crime levels as 
well as a fear by residents of walking their neighbourhood streets are indicators 
of an environmental inadequacy. While the first indicator can easily be quanti
fied, the second, because of its subjective nature, is more difficult to measure. 
Subjective measures will be important in the future, and there is a need to 
develop more techniques that will facilitate them. 

Concern over air quality, heating costs, and the potential dangers of nuclear 
power plants could make solar power more attractive. The attendant need for 
improved access to sunlight has design implications both for housing and urban 
form. For example, in many Canadian cities, it would be difficult for the resi
dents to convert to solar energy simply because subdivision layouts make roof 
orientations inappropriate for conversion. An inability to convert to solar power 
may well be a future indicator of substandard housing. Lack of access to direct 
sunlight for a predetermined number of hours a day (a requirement which 



216 Lynn Hannley 

currently exists in Sweden) could also be a future indicator of substandard hous
ing. Much of the high-density housing developed in the late 1960s and 1970S did 
not consider shadowing of adjacent properties to be significant, with the result 
that a number of buildings have very limited hours of sunlight. 

The location of housing next to major roadways or industrial developments 
has come to be viewed as inappropriate and to be avoided where possible. How
ever, in addition, there are also factors that affect environmental quality with less 
regard for location, for example, polluted air. The lack of clean air may well be 
considered an indicator of environmental inadequacy in the future, as may 
proximity to toxic waste disposal sites. 

SUITABILITY 

Crowding has been the most common indicator used to determine the suitabil
ity of housing. However, future indicators must take into account changing 
lifestyles and expectations as well as specific needs of particular groupslindivid
uals. A more precise measure of crowding should take into account household 
configuration, including the age and sex of the occupants. For example, a two
person household consisting of husband and wife could be considered suitably 
housed in a one-bedroom, two-room unit, while one consisting of a single par
ent mother and teenage son would not. The National Occupancy Standards -
used in the allocation of federal social housing funds - recognize in a limited 
way the needs of different types of households. For some households, housing 
suitability is not just dependent upon built form but also upon the availability of 
support services. Many ex-psychiatric patients, for example, will not be suitably 
housed unless they have access to such services. Changing needs, expectations, 
demographic trends, and cultural patterns will all impact on future indicators of 
housing suitability. 

CONSUMER CHOICE AND CONTROL 

From the perspective of the consumer, lack of effective choice is an indicator of 
housing inadequacy. Effective choice does not exist if a household has no real 
decision-making power over form oftenure, form of housing, location ofhous
ing, and the adaptation of interior and exterior living space to meet individual 
needs. As previously indicated, many tenants living in public housing consider it 
housing of the last resort - a unit that provides a minimum level of physical 
comfort at an affordable price but not a place to call home. Historically, effective 
choice was a function of a household's income: more income, more choice. In 
the future, however, effective choice may not be so dependent upon a house
hold's income, as the new and emerging forms of owning and renting become 
more widely available. 

Lack of control and security are also indicators of inadequate housing from 
the perspective of the consumer. This concept includes control over a house
hold's expenditure on housing and an ability to have a say in the management of 
the home and its immediate environment. For example, although limited by 
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ability-to-pay, owner-occupants have control over the choice to repair and 
maintain their unit, a tenant does not. If a unit is in poor shape and the owner 
will not repair it, a tenant can either choose to live under those conditions or 
find alternate accommodation. Security of the home includes protection from 
external forces that would result in the loss of the home by the resident; it could 
include factors such as an income loss that affected the household's ability to 
maintain its housing payments, eviction from the home because of a lack of 
security of tenure, or the development of noxious industry adjacent to the 
home. While many Canadian households have security of home, some have 
none; for example, in most jurisdictions, roomers and boarders are not covered 
by landlord and tenant legislation, and those occupying the temporary shelters 
have no permanent home. 

Future Approaches to the Substandard Housing Problem 

Of the housing stock in Canada, 46% is more than twenty-five years old; of this 
stock, approximately 22% was built prior to 1941 (Statistics Canada 1983). 

CMHC's own projections, published in 1985, indicate that 75% of the housing 
stock that will be available in the year 2001 has already been built. An article in 
the Toronto Star in 1986, which addressed current housing problems, indicated 
that "tens of thousands of people are estimated to be poorly housed - in sub
standard apartments, public housing projects, rooming houses, hostels, and 
drop-in centres" (Harvey 1986). While journalistic style has a tendency towards 
exaggeration, there is a growing stock of units that can be classified as substan
dard. In part, this physical deterioration of some stock is related to a general lack 
of maintenance and ongoing replacement of short life items. 

If the trend towards polarization identified in Chapter 4 continues, a large 
proportion of the rental stock will be occupied by the low-income groups. Will 
the market incentive be there for owners to maintain or improve rental housing 
without government assistance? Initially, inadequate construction is also 
another reason for physical deterioration. Some of the early limited dividend 
projects, as well as some of the earlier public housing projects, will require major 
repair and maintenance in the near future. In addition, a number of older 
mobile homes and parks may require extensive renovation or replacement. 

In order to address these future problems, a comprehensive rather than a 
pragmatic approach is necessary. A comprehensive approach is best undertaken 
at the local municipal level. Within each metropolitan area a process should be 
put in place to get existing interest groups to work together with the municipal 
government, first to determine the scope of the problems within the commun
ity, and then to establish an action plan that would ensure the equitable distribu
tion of resources. At the same time, the financial support of senior levels of gov
ernment is needed; municipal governments lack the capital necessary to imple
ment such plans. 

While some existing approaches will be used in the future, the scope of poli
cies and programs will probably be broader. Rehabilitation programs, for 
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example) should not only address the structural and mechanical components of 
a dwelling unit but also its overall design and layout to ensure defensible space. 
Projects that cannot be renovated to provide defensible space may have to be 
replaced. It is suggested that provincial and municipal planning legislation and 
regulations probably will be modified to take into account access to sunlight to 
permit the use of solar energy. In developing new stock) especially in rural areas 
and Aboriginal communities) it is essential that environmental and cultural 
considerations be taken into account and that the end user direct the policy and 
program approaches. Housing policy should take into account the special needs 
of households. In addition, our approach to the measurement of physical ade
quacy should expand in the future from one oflack of basic facilities to one that 
takes into account performance and cost of operations. 

Notes 

I A dwelling that exhibited one or more of the following characteristics was considered to 

need external repairs: sagging or rotting foundation causing the walls to crack or lean, 

shingled roofs with warped or missing shingles, chimneys cracked or with missing 

bricks, and unsafe outside steps or stairways. 
2 In developing this indicator, the Subcommittee wanted to determine the proportion of 

the housing stock needing replacement, rather than rehabilitation. 
3 One method considered was developed by the Committee on Hygiene of Housing of the 

American Public Health Association. That Committee used a detailed rating system 

(from 1 to 30 points) of a variety of deficiencies, including the need for major repairs 

(interior and exterior), lack of basic facilities (electric light, flush toilet, and bathing facil

ities), defective facilities (worn out pipes), totally unsatisfactory building design or con

struction (completely inadequate fire escapes), infection with vermin, lack of the mini
mum interior space requirements or outside layout needed for healthy housing, and 

location within a slum area. 

4 This included 125,000 units in metropolitan areas, 50,000 in smaller communities, and 

123,000 rural units (100,000 farm units and 23,000 non-farm units). 
5 For example, the City of Edmonton, which showed 46% substandard units if all three 

indicators are considered, showed just 24% substandard units based upon the need for 
external repairs. The same pattern holds true for Halifax, Saint John, Quebec, Trois 

Rivieres, and communities in northern Ontario. 

6 The Curtis Report found that approximately 15% of the substandard stock in major cities 

needed replacement, compared to 8% in the smaller communities. 

7 Although housing construction peaked in the late 1920S, by 1932 the market had col

lapsed. In Montreal, for example, fewer units were built from 1932 to 1939 than in 1928 

(Archambault 1947); while in Calgary, residential permits from 1930 to 1939 were less than 

in 1929 (Safarian 1959). This situation was common across the country. During the 1930S 

the birth rate and net family formation declined, and immigration was at an all-time low. 
There is debate about the number of units built during this decade, and the comparison 

of some estimates of dwelling starts and net family formation would indicate an over-
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supply of units as compared to net family formation during the 1930S. However, supply 

was inadequate to meet the potential demand for housing; doubling up was common; 

and many households were living in crowded conditions. In Montreal, for example, 

fewer dwellings were built from 1932 to 1939, than there were marriages in 1938 (Archam
bault 1947). The shift in population into war-time centres such as Halifax, Ottawa, and 

Montreal heightened demand for housing in these communities. 
8 Although others, including Saskatchewan, Alberta, Newfoundland, Nova Scotia, Prince 

Edward Island, and the Northwest Territories, continued to develop family projects. 

9 While still tenants, many occupants considered living in a non-profit housing project 

more acceptable than traditional public housing. Perhaps because this new form ofhous

ing received greater public acceptance, the massive studies relating to neighbourhood 

acceptance and user satisfaction that were conducted on past projects have not been 

repeated. 

10 The NIP Program expired on 31 March 1978, although the approved NIP boundaries con

tinued to define the only areas eligible for RRAP funding. 

11 Much of the funding in a NIP Project in Winnipeg went toward sewers, water mains, 

street reconstruction, sidewalks, and street lighting. 

12 The intent of the program to provide housing at low rent to households with limited 

incomes. While income verification was required upon initial occupancy, it was often not 

subsequently obtained, and in some instances, households of higher income remained 

resident in LD projects, although theoretically they were no longer eligible. 

13 Such improvements have not been evenly distributed, in that a greater proportion of the 

overall housing in the Atlantic region lack a flush toilet. This region has approximately 

8% ofthe total housing stock, but its housing stock accounts for 24% of all units in Can

ada without flush toilets. Although not all housing lacking basic plumbing facilities in 

Atlantic Canada was rural, one of the factors for their disproportionate number is the 

rural nature of this region. 

14 The Atlantic Housing Survey, which tested alternate means of assessing dwelling condi

tions through respondent assessment, interviewer appraisals and CMHC inspections, 

found that the assessments varied considerably between the approaches. As Streich (1985, 

17; TEEGA 1983, 63) indicat~s, 

... occupant assessments matched inspectors' assessments 76% of the time on 

structural deficiencies, 45% of the time on general exterior condition. Interview

ers' assessments were more consistent with inspectors' appraisals with reference to 

structural condition than with regard to overall condition. 



CHAPTER THIRTEEN 

Housing as a Human Service: 
Accommodating Special Needs 

Janet McClain 1 

THE NEED for shelter is often measured in terms of average amounts (such as 
rooms and floor area) required by age group or size of household. However, 
such measures do not reflect particular requirements of the "special needs" con
sumer. In housing, these needs may include ground-level construction with off
street entrances and access ramps instead of stairs, wider doorways, open-space 
planning in the kitchen and bathroom, and up-graded electrical circuits for 
health and mechanical devices. Given the limited mobility and perception of 
some special needs housing consumers, in-house laundry and recreational 
space are also important. Convenient access to grocery stores, pharmacies, 
banking, and child care is also important, as well as proximity to neighbours and 
friends with compatible lifestyles. Access to on-site building maintenance, per
sonal security, and attendant care or assistance is also important. Ideally, hous
ing should be located within an envelope of community support and social ser
vices that provides both occasional assistance as well as ongoing service and 
treatment programs as needed. 

At times, these distinctive housing qualities reflect the needs of almost every
one. At one time or another, upon being confined by illness or injury or limited 
by immobility or income, people join the ranks of special needs consumers, 
with some staying much longer than others. If the condition is temporary, the 
lack of choice and the inability to search for alternative accommodation may not 
be such a hindrance; in that case, the daily frustration ofliving in housing with 
more "handicaps" than its residents may be less appreciated. Many special needs 
consumers are not fully mobile. Their needs - changing as they do with age, 
household and family composition, economic resources, and health condition
often cannot be accommodated because their present housing is not directly 
linked to support services. A trade-off may have to be made: newaccommoda
tion that is better suited to their physical needs at the expense of proximity to 
one's support community. 

Since 1945 Canada has experienced a growing special needs population. 
These needs are a result of improvements in health care and longevity, changing 
social policies, decreasing long-term care in institutions, the desire for more 
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independent lifestyles, and more openness in society about physical and mental 
disabilities and social problems. As well, reliance on an informal network of 
family and friends in one's home community, though still the primary base of 
support, may be less of an option for persons with special needs than it once was. 

Outside of an institutional setting, dwellings with a component of care or 
special services were scarce in Canada prior to the 1960s. Up to 1966 publidy
funded social services were solely the responsibility of the provinces and muni
cipalities (except for vocational rehabilitation programs for disabled persons). 
The 1966 Canada Assistance Plan (CAP) introduced federal cost-sharing of 
social services, intended to expand the scope of these services. There was a shift 
toward prevention and more community and personal development-based ser
vices away from protective and institutional care. As a result of CAP, the provin
cial and municipal role in social services was expanded to include information, 
counselling, referral, crisis intervention, and family planning. Developmental 
services were made available such as group homes for children and young 
adults, rehabilitation and accessible transportation for disabled persons, home
maker's services and meals-on-wheels, halfway houses and Native Friendship 
Centres, and daycare for young people and adults (Guest 1980, 195). Informa
tion, referral and crisis intervention services are made available without charge 
on request; other services such as rehabilitation or homemaker's services have 
charges unless recommended as part of an aftercare treatment program. Other 
services such as daycare and group homes have user charges which are means
tested (Guest 1980, 195) 

The level and quality of social services under CAP were improved by the 
introduction in 1966 of the Medical Care Act and the Hospital Insurance and 
Diagnostic Services Act. These Acts provided comprehensive coverage of health 
care needs. CAP paid for health care services in homes for the aged and nursing 
homes which were facilities not covered by the new medical care and hospital 
insurance legislation (Hum 1983, 69-71; Hepworth 1975 4, 6). Provincial leader
ship was also important in the adoption of innovations in preventive health care 
(Alberta), child welfare (Ontario), and homemaker's services and seniors' wel
fare programs (Quebec) (Chappell et al. 1986, 91-92; Hepworth 1975, 4, 6). 

The Hellyer Task Force in 1969 gave public recognition to the critical housing 
needs of low-income singles and families and, for the first time, the housing 
needs of disabled persons were acknowledged. Many provincial governments 
established special commissions and task forces in the mid 1970S to address the 
concerns of disabled persons and their advocacy groups as well. Special offices 
such as the L'Office des personnes handicapees in Quebec were established and 
laws were instituted or amended to assure basic rights of access and self -deter
mination (Quebec 1988, 156-8). 

Many of the changes in the 1960s assumed that the existing housing stock was 
both readily available to persons using social services and appropriate for com
munity-based service delivery. However, only when RRAP and the Nonprofit 
Housing Programs were revised in the mid 1970S was there a firm commitment 
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to the rehabilitation and production of accessible units. In addition, coopera
tive, municipal and community-sponsored non-profit housing organizations 
used the new federal government financing under NHA Section 56.1 to expand 
the stock of special needs housing for senior citizens, disabled persons, and 
single mothers. 

The Need for Supportive Housing 
The development of housing for the elderly in Canada eclipsed the provision of 
all other forms of special needs housing both in terms of unit production and as 
the focus for much of the housing research and social policy literature. The 
objectives in building and developing self-contained and hostel housing for the 
elderly were to lower shelter costs, to provide accommodation more designed 
for the changes and infirmities of aging, and to promote access, security of ten
ure, and independence. 

Most of the housing literature focused on the needs of an aging population; 
little had been written on disabled persons, women, and the homeless prior to 
the mid 1970S. The United Nations International Year of Women (1975) and the 
Year of Disabled Persons (1981) prompted the funding of research and motivated 
governments to make public statements about the needs of these groups. Dur
ing the Year of Disabled Persons, for example, the federal government incor
porated into NHA programs provisions to make social programs, facilities, and 
services more accessible to the disabled community. 

SENIOR CITIZENS 

From 1946 to 1981 approximately 146,000 senior citizen dwellings were financed 
under NHA programs. Of this total figure, all but 3% of the units were new con
struction. Some 47,000 hostel bed places were also constructed primarily by 
non-profit corporations, municipal governments, and provincial housing cor
porations. This production makes up the largest proportion of publicly
financed housing stock provided to any client group in Canada. Prior to 1970 a 
fairly even mix of family and senior citizens housing stock was built by provin
cial housing corporations. During the early 1970S the production of seniors' 
housing soared; many of the larger-scale apartment projects and complexes 
were constructed at that time. 

Who needed this housing and why did the federal and provincial govern
ments show preference for the construction of seniors housing? By the early 
1970S the need had been well-documented. Several studies had highlighted the 
surge in Canada's elderly population (Bairstow 1973; Yeates 1978; Stone and 
Fletcher 1980; Marshall 1980). Similarly, the low-income status, pension cover
age and housing affordability problems of elderly widows, singles, and couples 
had been noted by many researchers (Bryden 1974; Gutman 1975-6; Bairstow 
1976; Huttman 1977). Major studies called attention to the housing needs of the 
elderly poor and emphasized the need for housing rehabilitation and mainte
nance programs for elderly renters and home owners. The reports also pointed 
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to inadequate OAS/GIS and CPP benefits and the need to improve provincial 
income supplement and housing assistance programs (National Council on 
Welfare 1984; Social Planning Council of Winnipeg 1979; and Social Planning 
Council of Metro Toronto 1980a). Furthermore, various studies had begun to 
identify a growing population of older women who were living alone without 
adequate financial resources and few housing options. The needs of this popula
tion were identified in the 1970S but were not articulated until the 1980s when 
national statistical information on housing tenure, cost, and living arrange
ments was analyzed by gender and household composition (see Stone and 
Fletcher 1982).2 

The housing problems of the elderly shaped housing programs and policies 
throughout the 1970s. Over the last decade this population has aged along with 
their self-contained public and private dwellings. While a small proportion of 
the residents in subsidized housing, for example, needed on-site care and social 
services in the 1970S, now a greater proportion of this population has infirmities 
and limitations in mobility which increase their requirements for supportive 
services. This "aging in place" phenomenon (Gutman and Blackie 1986) has 
generated debate among housing and social service providers. 

Institutionalization and Homes for Special Care 
Canada has a fairly high rate of institutionalization of the elderly - close to 9% 
receive some form of institutional care - compared to the United States, Eng
land, and Wales. 3 The reasons for the predominance of institutional care are 
many. Homes for special care were a significant part of the housing stock pro
duced for elderly persons across Canada (Table 13-1). Up to the mid 1970s, the 
number of rated beds in homes for special care was over 40 per 1,000 population 
(age 65 years and over) in the provinces of Prince Edward Island, Quebec, 
Ontario, Saskatchewan, Alberta, and British Columbia. Then, in 1975 the num
bers increased significantly to as much as one bed for every ten older residents in 
Prince Edward Island and Alberta. 

In many small towns and rural areas, there are few alternatives to special care 
homes. Hostel residences with specific levels of care were often constructed by 
provincial and private sponsors because to offer a particular level of care to a 
potentially small population base was less expensive than to offer individualized 
primary support care covering a wide range of needs. Often individuals were 
placed in special care homes who could have been sustained independently with 
home help services or through congregate housing that offers a minimum level 
of on-site services. Older women in rural areas were sometimes institutionalized 
prematurely because no one was around to look after them (Baum 1974; Cape 
1985). Many provinces have now questioned the effectiveness of their evaluation 
of seniors housing needs in non-metropolitan areas. 

Early research found that almost half of the older persons in expensive insti
tutional care in Montreal could lead independent lives. One of the main reasons 
for institutionalization was the lack of readily available alternatives (Zay 
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Table 13.1 
Number of rated beds in homes for special care: 

Canada, 1966-1985 
(per thousand population) 

1966 1975 1980 1985 
20-64 65+ 20-64 65+ 20-64 65+ 20-64 65+ 

Canada 6·3 47·0 11.4 85.7 11.8 82.9 10·9 74·2 
Newfoundland 3-4 28.0 8.3 70.3 8.0 63·4 7·4 54·9 
Prince Edward Island 8·9 45·7 18.6 102·4 17·9 99·0 17·1 92·4 
Nova Scotia 4·7 29·7 11·5 75·1 13·5 83-] 13·1 79·1 
New Brunswick 5·6 36.6 10·4 70·4 15·1 99·9 12·7 79.6 
Quebec 5·7 52.7 7.8 65.9 7·7 60·5 7·4 54·8 
Ontario 5·7 41.7 12·9 96.2 13.1 90.5 11.8 78·9 
Manitoba 7·9 50.8 13·1 82.1 13·8 79·8 14·1 79·1 
Saskatchewan 7.0 43.2 14·4 81.4 14·3 79·8 13·6 74·2 
Alberta 9.1 71.7 14·3 115·7 13·2 112.2 11·3 97·9 
British Columbia 8.0 51·4 12.6 87·4 13·5 87·1 13·4 81.2 
Yukon 22·3 662·5 19·0 316.2 14.2 267.5 
N.W.T. 4·2 84.4 3·0 50.1 3·5 77·7 

SOURCE Health and Welfare Canada (various years); Hepworth (1985. 152-63); and 
special tabulations (1987). "Rated Beds" are rated for cost-sharing under CAP. 

1966b, 17 ).It is paradoxical, at a time when there is general support for commun
ity care and helping older people remain in their homes, that the share of gov
ernment resources going to hospitals and residential care institutions has 
increased (Townsend 1981, 21-2). 

Assessing Levels of Need for Supportive Services 
There are many difficulties in measuring functioning and in estimating levels of 
services and the need for supportive housing (Heumann and Boldy 1982,28-30). 
The methodology and practice of assessing physical and mental functioning, 
mobility, and self care have changed over the last twenty years. There is still 
debate in the gerontology literature about assessing the ability of older persons 
to maintain independent households or to remain in their own homes (Gutman 
1975-6; Lawton 1976; Wigdor 1981; Connidis 1983). While assessment of the 
activities of daily living is relatively straightforward when done by experienced 
persons, the decisions about whether a senior can continue these activities is 
more complicated. Although a person may be frail, their ability to function and 
maintain daily activities is contingent on availability of family members and 
community support services. 

In a 1982 study of environmental competence among independent elderly, 
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72% of the survey's respondents felt that maintaining independent living was 
important (Morgenstern 1982). Almost half the respondents recognized the 
possibility of having to move because of need for care as health deteriorated. 
Despite financial difficulties or loss of a spouse, these respondents were commit
ted to maintaining their own households. Thus, the ability to care for themselves 
was "crucial to their independent lifestyle" (Morgenstern 1982, 1-2). 

A 1982 study oflife satisfaction and the living arrangements of older house
holds in Quebec City found that "la vie active" is fostered by contentment with 
the conditions and quality of housing (Bernardin-Haldeman 1982). Mediocre 
living arrangements can lead to health, mobility, and functional problems, pos
sibly creating a need for hospitalization or treatment of mental health problems. 
Older persons spend much of their days at home - a fact consistent with findings 
in the Beyond Shelter study (Canadian Council on Social Development 1973) 

and subsequent studies. Thus, older residents in apartment and row housing are 
more aware than younger residents of the physical limitations and shortcomings 
of their buildings and the management. Because of limited mobility, they are 
also more aware of the quality of services in the immediate neighbourhoods. 
Older persons in many ways may be our most experienced and critical housing 
consumers. 

The Provision of Housing Stock for Seniors 
The amount of stock and size of self-contained and hostel housing develop
ments varies by region (Table 13.2). Not surprisingly, since 1946 the largest stock 
of self-contained dwellings was produced in the provinces with the largest pop
ulations of seniors: Quebec, Ontario, and British Columbia. The Atlantic and 
Prairie provinces along with Quebec have the largest stock of small and 
medium-size seniors' buildings. On the other hand, British Columbia and 
Ontario have most of the large-scale, high-density housing complexes. On aver
age in Canada, self-contained apartment developments in the early 1970S were 
fairly small (up to forty residents), while hostel residences were almost twice as 
large. Since that time, the economics of housing finance and development has 
changed considerably, particularly in urban areas. There has been a shift to 
medium and high-rise buildings (100 or more units) compared to the early 
1970S when only 17% of the housing stock was high-rise. 

There has been a change in location and concentration of housing as well. In 
the early 1970S some seniors' housing developments were visibly segregated or 
concentrated, and in the Prairies, British Columbia, and Ontario, they were 
often located in the suburbs. In contemporary public and non-profit housing, 
some seniors' housing is located in more central locations and not exclusively in 
age-segregated projects. The inclusion of apartment units or separate buildings 
for senior citizens within family housing has become more common. 

Styles and attitude toward housing development have changed. Features 
such as income and age integration, neighbourhood quality, access to public 
transit and central location are more important. The range of housing stock 
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Table 13.2 

NHA loans for production of elderly persons' accommodation 
and total production, by type of housing unit: 

Canada, 1946-1981 

(new and existing) 

Total production, 1946-1981 Total 
Loans Self-contained Hostel beds expenditure 

(#) (%) (#) (%) (#) (%) ($000) 

Newfoundland 39 1,179 1,246 3 38,279 
P.E.!. 62 750 272 13,569 
Nova Scotia 289 8 6,289 4 2,324 5 129,914 
N.B. 162 5 3,256 2 2,574 6 97,384 
Quebec 638 18 23,453 16 14,910 32 643,787 
Ontario 988 27 65,958 45 6,356 14 1,106,008 

Manitoba 350 10 12,025 8 4,733 10 220,381 

Saskatchewan 499 14 10,302 7 4,354 9 229.456 
Alberta 106 3 4,849 3 1,718 4 91,261 

B.C. 466 13 17,806 12 8,179 18 384,283 
Yukon 3 0 32 0 994 
N.W.T. 11 0 171 0 3,993 

Canada 3,613 146,070 46,666 2,959,309 

1946-1955 27 800 2,970 

1956-1965 325 9 11,047 8 2.408 5 71,149 

1966-1971 933 26 36,217 25 24,534 53 504,019 

1972-1977 1,561 43 73.575 50 13,049 28 1,467,977 

1978-1981 767 21 24,431 17 6,675 14 913,194 

All Canada 3,613 146,070 46,666 2,959,309 

SOURCE CHS (1981, Table 63). Production under NHA includes Loans to 
entrepreneurs and nonprofit corporation (Section 6, 5 & 15.1), Cooperative Housing 
(Sections 6 & 34.18), Public Housing (Section 43) and FederaUProvincial Rental 
Housing (Section 40). 
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provided has been broadened by the use of cooperative and non-profit housing 
(NHA, Section 56.1). New forms of tenure and living arrangements have also 
been accommodated and special income supplement and shelter allowance pro
grams have been targeted to seniors in the provinces of British Columbia, Mani
toba, Quebec, and New Brunswick. 

The increased provision of self-contained apartments for seniors also eased 
the need for beds in homes for special care; 83 per thousand seniors in 1980 
across Canada, down from 86 per thousand in 1975 (Table 13.1). Fewer older per
sons in younger age groups entered homes for special care and the average age 
for admission to facilities increases. The average age of admission to Ontario's 
Extended Care program has increased progressively (to 83 years in the mid 
1980s) reflecting increased longevity, new health and social services, and greater 
availability of housing alternatives (Ontario, Ministry of Community and Social 
Services 1986). 

DISABLED PERSONS 

Before the mid 1970S only a few reports pinpointed the variety of housing needs 
of disabled persons. As Brown (1977) noted, "a decade ago, a section in a report 
dealing with accommodation for the disabled would have been directed almost 
entirely to institutional care:' Disabled persons and community service organi
zations articulated the need for alternative living arrangements, accessible com
munity services, and greater personal mobility through special transportation 
services. Above all, these groups advocated housing dedicated to an indepen
dent lifestyle. 

The need for alternative living arrangements was acute for younger and 
middle-aged disabled persons. Many young disabled persons requiring only a 
minimum level of assistance were confined to extended care hospitals, private 
nursing homes for seniors, or rehabilitation units or acute care hospitals. Often, 
custodial care was the only service offered in nursing homes, a type of care that 
made it difficult for the disabled to achieve self-sufficiency (Brown 1977). 
Another kind of difficulty was faced by disabled persons who, after being wholly 
dependent on their families and/or guardians for care, find one day that 
these caregivers are unable to carryon. Similar concerns arise about the prob
lem of dislocation from family and one's community because special kinds 
of care, treatment, and rehabilitation programs are not available in the local 
community. 

Disability Status 
Using World Health Organization classification, disability is a functional depar
ture from the norm falling between "impairment" - which is any interference 
with the normal structure and functioning of the body and "handicap" - which 
reflects the value attached to an individual's status when it departs from the 
norm. Disability then becomes the loss or reduction of functional ability and 
activity resulting from impairment (Wood 1975). Health and Welfare Canada 
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has participated with the OEeD in extending the definition of disability status 
further to "the consequence of the effects of ill-health on activities essential to 
daily living" (McWhinnie 1982, 12-5). Many disabilities are short-term or epi
sodic in nature, and thus do not always fall within the exact time-frame of data 
collection. Therefore, disability status reflects three dimensions: time, severity, 
and deviation from the usual level of functioning. As of the late 1980s, other 
terms such as "physically" or "mentally" challenged" have been used to replace 
disability. 

Reporting on the Population with Disabilities in Canada 
In 1983-4 the Canada Health and Disability Survey showed a little over 2.4 mil
lion disabled persons in Canada, the largest proportion of which is age 65 years 
and over. Approximately 39% of the population in this older age group were dis
abled (Statistics Canada 1985, Table 1). Given the larger number of older women 
in the population, there were also more women with disabilities. In the age 
group under 65 years, only about 9% of the population is disabled. In terms of 
type of disability, mobility problems are the most prevalent, followed by prob
lems of agility and hearing (Statistics Canada 1985, Table 10). Of the total dis
abled population, only 8% reported using special exterior accessibility features. 
Similarly, only 8% reported using inside aids such as handrails or lift devices 
(Statistics Canada 1985, Tables 19 and 20). 

The survey data must be put into perspective. These figures are drawn from 
self-reporting in a single time period and as such do not represent the total pic
ture of the nature and degree of disability experienced by the survey population 
over time. Second, it is important to remember that many people have multiple 
problems so they may be counted more than once in the categories by nature of 
disability. Third, the classification of disability status must be considered as well 
as how assigned status allows access to federal and provincial income supple
ment as well as supportive housing and service programs. The survey data do 
not provide the linkage to these areas of concern. 

Housing Policies Promoting Independent Living 
In the early 1970S a philosophy of normalization (Wolfensberger et al. 1972) was 
adopted by many provincial and local governments and community service 
organizations. Normalization promotes the integration of disabled persons into 
the mainstream of social and economic activity. Normalization can be compre
hensive, providing a home environment that satisfies all needs with accompany
ing support services and opportunities for training, education, and gainful 
employment. The aim of normalization is to eliminate existing unproductive 
activities and inefficient programs which overprotect and segregate disabled 
persons. The majority of disabled persons have a physical limitation that is both 
permanent and stable which they learn to accept. What the persons and organi
zations helping the disabled must learn to accept is that almost all disabled per
sons are willing and able to rise to the challenges and risks of a normal lifestyle 
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(Falta and Cayouette 1977). These challenges and risks are clearly articulated in 
the housing environment. Housing policies to promote independent living 
embrace three different areas of concern: 

Adding Support Services: Integration of support services into housing often 
shifts responsibility from health and social service agencies to municipal and 
provincial housing corporations or to community non-profit providers. Inte
gration broadens the possible combinations of community services and living 
arrangements. Provision of housing becomes a shared responsibility between 
housing providers and social service agencies that requires more collaboration 
among providers, disabled persons, and their families. Different disabilities 
have differing requirements for support services. As an example, not all acces
sible units need ground floor access or adherence to high-level fire codes and 
housing standards. 

Small Group Living Arrangements: Cooperative and small-group living in a 
semi-integrated setting may be included in communal residences, group homes, 
halfway and transition houses, and residential treatment or care facilities. Such a 
living arrangement is an option for some physically and psychiatrically disabled 
persons. It is most appropriate for those who need a maximum level of supervi
sion, constant companionship, or attendant care. It is also appropriate for those 
who want to live within a more communal arrangement for longer periods of 
time where some housekeeping and food services are provided. 

Home and Community Adaptations: For many years, these adaptations were 
achieved through personal arrangements or charitable community projects. In 
home adaptation, physically disabled persons remain with families or friends in 
their own homes or apartments. Over the last fifteen years, CMHC and other 
agencies have produced design and planning guides to aid selection of options 
for home and community adaptations. Modification, renovation, or upgrading 
of the dwelling can be undertaken to make it more suitable for the disabled per
son's requirements. The renovations may be fairly extensive including an elevat
ing device or an accessory apartment to accommodate a live-in companion or 
assistant. The delivery of support services must also be considered. Home
delivered community services are needed, but the adequacy of service provision 
may depend on location and distance. Hospitals, rehabilitation, and treatment 
centres are often concentrated in one area of a community, and few outreach 
services are provided for necessary maintenance, monitoring, or therapy pro
grams that disabled persons may need in their own homes. 

As the 1981 Obstacles Report suggests, independent living is more cost effec
tive over the long run, and housing providers now have a mandate within the 
NHA to build integrated housing. The most suitable funding source for groups 
building for disabled consumers continues to be the non-profit housing pro
grams and the cooperative housing programs. However, other programs such as 
residential rehabilitation assistance can be just as suitable. 

For integrated housing to be successful, it must facilitate self-sufficiency and 
entry into the mainstream of social existence - recreation, employment, and 
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education - the ability to interact and share with others. The key to this objective 
is mobility, accessibility, and sensitivity. Sensitivity to personal needs is 
emphasized in the Mayor's Task Force report in Toronto (1973): "The handi
capped and the elderly, like the non-handicapped ... should be able to visit 
friends and relatives without running into embarrassing, sometimes insur
mountable problems of entry, getting around inside, using the bathroom, etc:' 
Sensitivity goes further to include promotion of greater understanding of physi
cal and mental disabilities and support for community service programs from 
within housing development sectors, local governments, as well as among con
sumer groups. 

Psychiatrically Disabled Persons 
The needs of psychiatrically disabled persons are different from those of the 
physically disabled. More than any other segment of the disabled population, 
those with psychiatric problems have been part oflarge-scale social integration 
experiments in most provinces that have led to more outpatient treatment and 
deinstitutionalization. The impetus for deinstitutionalization came from par
ents and families, mental health professionals and care providers, and provincial 
governments convinced that homes for special care were not cost effective for 
this group. In British Columbia, for example, well-monitored community and 
small home environments were preferred because these could be seen as "an 
individual's home," and because persons with mental disabilities needed to be in 
a residential environment (Canadian Council on Social Development 1985, 13). 

Attitude and preferences for accommodating the psychiatrically disabled 
changed quickly, starting in the late 1970S. There was little time to develop and 
promote integrated and semi-integrated housing stock with a more normalliv
ing environment and established links to support services. As a result, how well 
the psychiatrically disabled are housed is still an open question. In a 1979 posi
tion paper, the Toronto-based organization, Community Resources Consul
tants, stressed that between 1960 and 1970, "new methods" resulted in a 40% 

reduction in hospitalized patients. This led to a growing gap in the provision of 
housing and community care for a group of adults who needed transitionalliv
ing arrangements and better aftercare services. As shown in a 1982 report on 
deinstitutionalization, the psychiatrically disabled have had to rely on boarding 
homes and rooming houses (Parker and Rosborough 1982). Boarding homes 
vary in size and focus. Homes for special care offer room and board, twenty
four-hour supervision and are licensed by the Ontario Ministry of Health. Only 
those discharged from a psychiatric hospital may live there. Domiciliary hostels 
also offer room and board and twenty-four-hour supervision, but are unli
censed. Commercial boarding homes are unlicensed and vary in price, usually 
offering only room and board. In addition, a few halfway houses and group 
homes are operated by non-profit organizations in smaller-scale, more individ
ual-oriented settings. Some of these residences restrict length of stay from six to 
eight months. Privately-owned rooming houses vary in size, condition, and 
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quality ofliving arrangements. Municipal non-profit housing corporations in 
Montreal, Ottawa, and Toronto, for example, have begun to develop and 
upgrade existing rooming houses, improving living conditions for disabled per
sons dependent on this housing stock. 

The Special Needs of Disabled Women 
The female population forms over 50% of the population with one or more disa
bilities in Canada. Younger women have more problems with mobility, agility, 
and sight. The lives of disabled women are also governed by life changes includ
ing marital, social, and economic influences. Younger women want to move out 
of protective institutional environments, and increasingly, disabled women 
want to live on their own. In the planning and development of supportive hous
ing for disabled residents, a number of women's needs have not been adequately 
considered: parenting alone, location close to work, family, and friends, and the 
need for privacy (McClain and Doyle 1984; MacDonnell 1981). Because of the 
demands of employment and family life, disabled women also need to travel and 
to move to other communities for opportunities like everyone else. Supportive 
housing for disabled women must encompass a broad range of services with 
enough flexibility in management and organizational structure to accommo
date changes in a disabled woman's life and lifestyle. 

WOMEN AS VICTIMS OF DOMESTIC VIOLENCE 

A 1982 brief by the Canadian Advisory Council on the Status of Women esti
mates that one in ten Canadian women will be abused or battered by her hus
band over her lifetime. The incidence of battering cuts across social, economic, 
cultural, and geographic lines. The degree of injury varies, but it is known that 
some women are battered while pregnant or after birth of a child, and many 
women suffer repeated assaults. Some women become disabled; others are 
already disabled. In one of the first major books published on domestic violence, 
Martin (1976) outlines a compelling argument for why some women suffer 
repeated abuse - they find the alternatives of no place to go with their children, 
or ofliving alone, more frightening. 

Several conferences in the mid 1970S and local community efforts have 
resulted in the growth of specific services for abused women and in the develop
ment of a network of emergency shelters and transition houses across Canada. 
Shelters offer temporary housing usually up to a maximum of three to four 
weeks. Supportive services such as crisis intervention, legal counselling, and 
referral to social services and social welfare assistance programs are usually 
offered as part of shelter programs. Transition houses offer longer-term accom
modation usually from two to six months. They are often better equipped to 
help care for children and to provide anonymity and safety, as well as training 
and education. Often, women remain in transition houses longer than expected 
because suitable permanent accommodation cannot be found. Shelters and 
transition houses usually have few paid staff and operate with a large contingent 
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of dedicated volunteers for daily services as well as for management and fund
raising. The funding and development of transition houses, like sexual assault 
centres, has been difficult and unstable. (Norquay and Weiler 1981; Allen 1982) 

The first women's shelters were provided by charitable organizations such as 
the Red Cross, YWCA, and religious groups primarily in Canada's largest cities
Vancouver, Toronto and Montreal. With the focus on women's needs provided 
by the 1970 Royal Commission on the Status of Women and 1975 International 
Women's Year, new attention was brought to women's legal rights and family 
violence. Out of these discussions came the initial federal and provincial fund
ing for women's emergency shelters and support services. CAP provides for 
equal federal cost sharing of operating expenses with the provinces. 

As of 1982 the National Clearinghouse on Family Violence estimated 145 shel
ters and transition houses in various stages of development across Canada. 
CMHC statistics on women's shelters and transition houses combined with fig
ures from the Solicitor General show a slightly lower total figure of 113, with 6 of 
these shelters directly serving Aboriginal women. Ontario and Quebec have the 
largest number of shelters; Saskatchewan has the most facilities per capita. 

Because shelters are still largely concentrated in urban centres, they face 
increasing demand for services. Social values about the benefits of reporting 
have changed; there is better follow-up of child abuse and assault victims whose 
cases may uncover a history of domestic violence; and these centres must 
accommodate forced migration because of a lack of services in smaller towns 
and rural areas and increasing cases of homeless ness resulting from displace
ment. According to the Advisory Council on the Status of Women (1982),45% of 
the Canadian population in 1980 lived in areas without access to transition 
houses or shelters. Women and children in rural or isolated areas have few alter
native institutions available. Where shelters have been developed, they are fre
quently overcrowded - turning women and children away - depending on the 
time of year, availability of social services, and other factors. Allen (1982) notes 
that in 1981,33 transition houses in Ontario accommodated 10,332 women and 
children and turned away another 20,000. The provincial organization for shel
ters and transition houses in Quebec estimated that only 12% of the women and 
children needing services are accommodated by member facilities (Canada 
1982). 

Part of the problem with lack of transition houses and shelters results from 
uneven demand. There is much variation from one night to the next. Occasional 
local publicity about domestic violence may serve to increase temporarily the 
number of women seeking assistance. Cost reimbursement is a second problem 
because it comes mostly from per diem payments for room and board to women 
and children eligible for emergency and social assistance. Amounts of reim
bursement and the determination of levels of service vary by province and 
municipality, based on cost-sharing arrangements. Some women meet eligibi
lity requirements for social assistance better than others. If women have 
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travelled to seek shelter from outside a particular jurisdiction, then they may not 
meet the residency requirements. Another problem is the inability to relocate 
once women have used up their tenure in transition houses. It is expected many 
women need to stay up to three months in a transition house, but many more 
need additional time to search for employment, to participate in job training, 
and to sort out complicated legal problems and the status of their children. 

Second-stage housing has been developed for women with longer-term 
housing needs. Cities such as Halifax, St. John's, Winnipeg, Regina, Calgary, and 
Vancouver have second-stage housing (Klodawsky and Spector 1985). Second 
stage housing provides a supportive living environment for displaced women 
and, given availability, it offers more extended residency depending on their 
needs. An independent living situation is provided in second-stage housing for 
women needing job and life skills training and an opportunity to rebuild con
nections with family and friends. 

THE HOMELESS AND DISPLACED PERSONS 

In a 1961 study of homeless transient men, the Canadian Welfare Council 
characterized the majority of the population as "on the move" both within prov
inces and across Canada. These men passed through a community only staying 
for a short period of time. Some men adopt the traditional transient lifestyle and 
are cut off from family and friends. Others are migratory or seasonal workers 
transplanted from their home community because of poverty, lack of work, or 
unsuitable living conditions. During periods of recession and economic boom, 
the numbers of migratory workers increase considerably in some Canadian 
regions. The same situation occurs in rural communities during peak harvest 
time. A third group consists of unattached residents in urban core areas who 
have made skid row their home. The 1961 study differentiates between mobility 
and transiency of this population. Essentially, persons with a certain amount of 
mobility usually have expectations, plans, and independent means to under
write their plans. Thus, migrant and seasonal workers have mobility to a limited 
extent while transients move without plans or because they have little income, 
no security, or chronic problems. 

These definitions symbolized the population for whom the early municipal 
shelters and charitable missions were established. Since this time, urban core 
areas have undergone significant redevelopment, and the nature of the popula
tion without secure housing has changed considerably. The number of people 
with no secure housing or with chronic housing problems has reached record 
levels comparable to the Depression era. Skid row can no longer be confined to 
specific neighbourhoods or represent a particular "way of life" (Ward 1985). 

Homelessness represents a multitude of problems today that have a cumulative 
effect on cities and the providers of emergency housing assistance. Canada does 
not have a federal policy directed at the needs of the homeless. Responsibility 
falls on municipalities, non-profit organizations and a network of volunteers to 
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provide the bulk of housing assistance. In the 1980s municipal non-profit hous
ing corporations have also become more involved in providing housing. If the 
homeless are eligible, then provincial social assistance and social service pro
grams provide the major means of support, in addition to federal pensions, old 
age security, and vocational rehabilitation assistance programs. Some homeless 
persons work most often in short-term, low-paying jobs. 

Single Men Still a Majority 
In Metro Toronto's profile of the homeless population, No Place To Go, (1983) an 
estimated 3,400 homeless were documented with no fixed address through a 
survey of existing shelters, hostels, and social service agencies in Toronto. Single 
men accounted for 77% of all hostel residents. Persons aged 18 to 24 years made 
up the largest proportion of hostel residents and agency clients. Most of the hos
tel residents came from within the boundaries of Metropolitan Toronto, giving 
unemployment or transiency as their main reason for seeking hostel accommo
dation. Less than 10% of hostel residents reported they were post-psychiatric, 
alcohol or drug treatment clients. Given the young age of this group, it was 
surprising that only 8% originated from family homes. Most young homeless 
men had lost private rooming house accommodation due to eviction or rent 
increases. A 1985 survey of men in an Ottawa Salvation Army hostel confirmed 
these results. Approximately 47% of the users were under age 30, 54% of this 
group had some high school education, and 78% reported drinking problems 
(Ontario, Ministry of Housing 1986, 56). 

A 1979 study by the Downtown Eastside Residents Association of their Van
couver neighbourhood noted a decline in the number of rooming houses from 
1,200 in 1973 to 495 in 1979. Generally housing conditions were poor. The major
ity of rooms averaged less than 120 square feet (10.89 square metres) with no pri
vate bath and inadequate wiring. Over half the population was older men over 
age 50 years, and most had lived in the area for at least 13 years. At least 10% of the 
male population was difficult to house, even in older hotels or rooming houses, 
because they were chronic alcoholics. Women were a small minority of the pop
ulation in this area. Most women were over age 35 years, and more than halflived 
alone. Despite the higher mortality rate of women in the area compared to men, 
they remained because of "the small town atmosphere and drop-in centres" 
which provided more of a feeling of home than other parts of the city. In addi
tion, many of these women were too young for subsidized seniors housing and 
had a lifestyle or problems which prevented them from finding more secure 
accommodation (Hooper 1984). 

Developing Permanent Accommodation 
The 1983 brief by the Social Planning Council of Metropolitan Toronto states 
that the problems for the homeless are no longer temporary or emergency con
ditions; they are long-term and "no single type of permanent accommodation 
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will meet all needs." A range of housing options is needed, including renovation 
and new construction of rooming houses and flop houses; low-cost subsidized 
apartment housing suitable for singles and families; and cooperative housing or 
communal residences which provide direct supportive services. As well, alterna
tive housing must be provided that accommodates the longer-term, dependent 
population residing permanently or repeatedly in emergency shelters and hos
tels. These residents take up what little space is available for crisis housing. 

Many homeless are housed by social service agencies in unsuitable accom
modation that is sometimes too costly or in poor condition. Agencies may end 
up housing women with children on a temporary basis in hotels or motels not 
located in the safest of locations. Often, the homeless lack social and life skills 
which make them incompatible with other roomers or tenants. This lack of 
skills also presents difficulties when dealing with private landlords or public 
housing authorities. Trying to search for a job when your home is a hostel pres
ents innumerable difficulties resulting in further discrimination against the 
homeless. 

Where the gaps continue to exist is outside of Canada's largest cities for fami
lies, particularly women with children, and for those who face chronic unem
ployment. There are few housing services for the homeless who are confined to 
smaller towns and rural and remote areas. The difficulties of securing family 
rental housing in urban and rural areas have increased as well. Women with chil
dren face discrimination in tighter rental markets because of their children. The 
rental allowance limits under social assistance payments also make finding 
housing more difficult (Mellett 1983, 32). In rural areas, few organizations are 
able to develop low-cost alternative housing. 

Unique Special Needs Housing Projects 
What follows is a brief description of selected housing projects developed across 
Canada. These projects represent a range of housing types, and while this list is 
not exhaustive, it exemplifies projects with unique characteristics. 

Cheshire Homes 1972-86: Canada. Semi-independent homes for young physi
cally disabled persons modelled on small-scale homes, these are found in British 
Columbia, Saskatchewan, Ontario, Quebec, and Nova Scotia. Newer residences 
have separate units and several apartments to promote independent living. Ten
ants live alone or in a more communal setting and participate in the operation of 
the home. 

Regina Native Women's Centre 1971: Regina. A network of 47 single detached 
dwellings dispersed throughout the City of Regina, most homes are rented to 
single Aboriginal women with children, but services are offered to all women. 
Housing support, employment, education, health, and social services are pro
vided. 

Kuanna Housing Cooperative 1977: Edmonton. A non-profit cooperative that 
provides housing and a supportive environment in an integrated setting for 
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physically and mentally disabled persons. Care and assistance is provided by 
live-in non-disabled residents. All residents participate in management and 
serve on the board and committees which control the small-scale, linked dwell
ings. 

Jack's Hotel 1979: Winnipeg. Jack's is a renovated single room occupancy hotel 
serving mostly older men. Currently, the non-profit residence is run in coopera
tion with a resident's association. 

Constance Hamilton Cooperative 1982: Toronto. This cooperative housing 
project, a 31-unit townhouse complex near downtown Toronto, was designed 
primarily for women with young children. All units can accommodate families 
and have a large combined kitchen and dining-room area. The cooperative also 
has a six-bedroom second-stage housing component that allows women-in
transition to stay from six months to a year. 

Homes First Society 1985-6: Toronto. Each floor of the 17-unit high-rise build
ing has two large apartments housing from four to six residents. Some of the 
apartments house older and younger singles (both men and women), and one 
cooperative apartment is for women with children. While there is no specific 
programming in the building, several centres and services are nearby. 

Residence Esplanade II 1983: Montreal. A unique residence for severely dis
abled adults, twenty adapted apartments are located on two floors in a recycled 
school building of recent vintage. Care is provided on almost a one-to-one basis 
by jail inmates (both male and female) who work for community service points 
toward their parole. 

Adsum House 1983: Halifax. Accommodating up to eighteen women daily, its 
clientele are primarily single women (over 16 years of age) who are homeless and 
transient - the only shelter primarily serving this clientele in Atlantic Canada. 
The house offers short-term accommodation and houses a few women in tran
sition from the Halifax County Correctional Centre for up to three months. Ser
vices offered include counselling, referral, and assistance in finding permanent 
accommodation. 

Conclusions and Recommendations 

Only recently have governments in Canada recognized special needs consumers 
as targets of housing policy. Governments have moved towards adapting and 
developing housing to fit the special needs and requirements of these consu
mers. Complementing this, philosophies of care and service delivery have 
changed considerably over the last forty years. Governments now provide a 
spectrum of support in care and services: for example, re-established care facili
ties in existing higher density housing, integrated housing with on-site support 
services, and existing residences adapted to accommodate consumer needs. 
They have expanded their commitment to de-centralized, home-based care and 
service delivery, and they increasingly recognize that the circumstances of spe
cial needs consumers may change over the course of their lifetime. 
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Developing housing aimed at special needs consumers is a difficult task 
because the population is diverse. The primary groups are different in age, 
health condition, and mental health status; and the groups differ in access to 
employment and income support. Nonetheless, the problems of securing per
manent housing with adequate levels of support services are much the same in 
these groups. The existing private-sector low-income rental housing stock con
tinues to shrink; the public and non-profit sectors are unable to keep up with the 
demands for housing by displaced residents; and de-institutionalization has 
swollen the population of special needs consumers in some communities. While 
some progress in developing supportive housing has been made in Canada, 
much remains to be done to achieve access, security, and independence for spe
cial needs consumers. 

To ensure that special needs consumers are considered in housing policy and 
program development, better research data and documentation are needed. 
Information about tenure in the stock of accessible housing and access to the 
delivery of supportive services is lacking. Also little is known about how special 
needs consumers access housing and support services. Information in the exist
ing local community case studies and program evaluation reports needs to be 
collected systematically and shared across Canada. As well, much of the research 
on public and non-profit senior citizen housing is now dated. A new look needs 
to be taken at how senior housing has aged along with its residents. Similarly, 
congregate housing and small group living arrangements for older adults and 
younger people need to be the focus of research so that their effectiveness as 
long-term care facilities and distinctive types of housing services are better 
monitored. 

The assessment of social housing policy and programs has to be recast to 
meet the challenges posed by community-based delivery of care and support 
services. Housing takes on new meaning and functions, and standards and fea
tures must be adapted accordingly. To point out just one difference, care deliver
ers are as much users of the housing as the residents. Also, each housing type has 
its strengths and the ability for individual consumers to choose is important. 
Beyond bricks and mortar, consideration in future program development must 
be given to financial arrangements; improved maintenance and repair; access to 
home adaptations in private as well as publicly-subsidized housing, access to 
childcare, food services, and other community services; and access to a system of 
social supports that evolves with changing needs. These are essential to hous
ing's future performance as part of a human service network fostering indepen
dent living for all special needs consumers. 

Notes 

1 I would like to express my gratitude to the following people for their thoughtful 
comments: Peter S.K. Chi (Cornell University); and consultants Novia Carter (late of 
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Winnipeg), Ladia Patricia Falta (Montreal), Sylvia Goldblatt (Ottawa), and Myra Schiff 

(Toronto). 

2 According to Priest (1985), the divergence in the choices of living arrangements among 

elderly men and women is "due largely to differences in their marital status." His analysis 

of the 1981 Census shows an increasing proportion of widows and widowers in the oldest 

age groups. Among older women, more live alone among those aged 55-59 years and age 

75 years and over. 

3 Schwenger and Gross (1980, 251) report that the corresponding rates were 5.1% for Eng

land and Wales (1970-1) and 6.3% for the US (1973-7). See also Schwenger (1977). 



CHAPTER FOURTEEN 

Post-war Social and Economic Changes 

and Housing Adequacy 

Damaris Rose and Martin Wexler! 

THE HOUSING environment has been profoundly influenced by three changes 
in Canada's social and demographic structure since 1945: (1) the growing num
ber of elderly; (2) increased labour force participation among married women 
with children at home; and (3) the growing number of mother-led families. A 
consideration of the scale, scope, and impact of these changes on the housing 
environment, in turn, raises questions about the extent to which housing and 
neighbourhood design can respond to changing needs, about the new aspira
tions of the groups affected by social and demographic change and how they 
have adapted to existing residential environments, and about what generally 
constitutes adequacy of housing and neighbourhood. 

In Canadian cities, it has been commonplace for households in different life
cycle stages to live in distinct neighbourhoods. Moreover, it is often assumed 
that there is a best form of housing for each stage of the family life cycle; with 
transitions between stages, the household is expected to move to a "more suit
able" location (Stapleton 1980). In contrast to the dramatic social and demo
graphic changes, much of the new post-war housing and many new post-war 
neighbourhoods were designed and sited for the life-cycle stage in which one 
adult stays home full-time to take care of a family. However, the traditional 
nuclear family with a male breadwinner, young children, and a full-time house
wife is today in the minority. 

The increased diversity of household types and flux in ways ofliving necessi
tate a reconsideration of the appropriateness of current housing and neighbour
hood design. What should and can be done to increase the flexibility of residen
tial environments, to allow for a greater range of choice in living arrangements, 
and to provide social support for major life-cycle transitions? As their needs 
have changed, the aforementioned three groups have developed different stra
tegies to adapt existing housing and communities or have acquired new housing 
aspirations. In discussing how the three groups have coped, it is assumed in this 
chapter that these strategies or aspirations reflect a degree of choice, whether 
individual or collective. 2 

239 
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Housing and the Elderly 

Over the past half-century the population aged 65 years or older in Canada has 
burgeoned - up fourfold to more than 2.36 million in 1981 compared to 1931. The 
number aged 75 years or older rose even faster - up fivefold over the same 
period. This aging of Canadian society will become even more important over 
the next half century as the post-war baby boomers eventually move into this 
age group. 

The number of households with an elderly maintainer or head also increased 
significantly: up 832,000 households in 1981 over 1951.3 The importance of this 
increase does not simply lie in a need for additional units; many elderly already 
had homes and often wished to remain in them. As important is the use of exist
ing environments or creation of new ones to meet the needs and lifestyles of this 
aging population. 

The stage of the conventional life cycle that follows child rearing is often 
divided into two phases (largely resulting from the standardization of retire
ment age and from increasing longevity, especially among women). The first 
represents the time when both spouses are alive and generally in good health. 
The second is typified by the death of the male spouse and by onset of chronic 
health problems. This phase may, in some instances, be longer than the period of 
employment or the period that the couple lives together. 

As the number, proportion, and typical age of the elderly increase, the resi
dential strategies used to cope with aging and concomitant economic, social, 
and physical changes have heightened significance for the use and adequacy of 
existing housing and neighbourhoods. Possible strategies include aging in place, 
living alone, and living in institutional environments. 

AGING IN PLACE 

Although many elderly move to smaller, possibly more convenient dwellings, 
the elderly as a group are less mobile than the rest of the population (see Stone 
and Fletcher 1982). And while the phenomenon of aging in place is not limited to 
elderly home owners, greatest attention has, in the past, been paid to this group 
(see Wexlerl985). A majority of elderly households (63%) were home owners in 
1981.4 Even among elderly living alone and elderly aged 75 years or over, about 
one-half were owners in 1981 (Census of Canada 1981). 

Why do so many elderly stay on in a family home for as long as possible? The 
elderly often have strong emotional attachments to their homes and are accus
tomed to familiar surroundings. For owners, the out-of-pocket costs of their 
housing may be low. Also important are the stress, effort, and cost of finding 
more suitable housing, of disposing of or moving possessions acquired over a 
lifetime, and of setting up the new home. Owners experience the additional 
stress of having to sell their homes. Finally, the options available may, unless 
subsidized, be no more attractive or inexpensive than their present homes. 

Aging in place is, of course, just one alternative. Increasing numbers of 
elderly are choosing to purchase condominiums and to move to retirement 
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communities. While these tendencies are important, especially among elderly 
living in major urban centres, aging in place will probably continue to represent 
the preferred choice for many elderly. 

It is sometimes argued that elderly occupy more space than they need, want, 
or can afford. In so doing, it is claimed, they continue to live in units that are 
unsuitable for their needs, and thereby inhibit a more efficient allocation of 
housing, especially the use oflarger dwellings by young families (Myers 1978). At 
the community level, it is thought that aging in place results in an inefficient use 
of community and service infrastructure (Lewinberg Consultants Ltd. 1984). 

In terms of selling price, elderly owners consume only modest amounts of 
housing. Stone and Fletcher (1982) show, using the 1974 Survey of Housing Units 
microdata sample (SHU), that 28% of owners aged 75 years or older reported an 
expected selling price under $4,000 per room. 5 Part of the explanation for this is 
that the dwellings owned by the elderly are older. Brink (1985) reports, for 
example, using the 1976 Survey of Consumer Finances, that half of all elderly 
owners live in dwellings built before World War II. 

However, available data indicate that the elderly use more space (in terms of 
quantity if not necessarily quality) than do the younger population. Stone and 
Fletcher (1982), for example, use square footage counts obtained from SHU to 
show that elderly individuals consume more space on a per person basis than do 
the younger population. 6 Using bedroom counts, Stone and Fletcher (1982) and 
Brink (1985) show again that elderly use more space. According to SHU, 780/0 of 
elderly households have at least one bedroom per person in contrast to only 45% 
of non-elderly households. 7 Further refining this measure, Brink suggests that 
500/0 of elderly owners in Canada in 1976 were over-housed based on a standard 
of one bedroom per person. 8 

Rather than moving to cheaper or easier-to-maintain dwellings, elderly 
people may decrease out-of-pocket expenditures by reducing maintenance. 
This practice may reflect limited know-how (especially in the case of older 
widows) or merely the decreased saliency of building maintenance to the elderly. 
Based on US data, Struyk and Soldo (1980) suggest that elderly owners under
maintain their homes. Available Canadian data, however, do not indicate that 
elderly owners do less maintenance than the younger population. Based on 
SHU, identical proportions (920/0) of elderly and non-elderly home owners liv
ing in urbanized cores of major census metropolitan areas report their dwellings 
to have "good" exterior conditions (Stone and Fletcher 1980). Similar results are 
observed in the 1982 Household Income, Facilities, and Equipment microdata 
sample HIFEJ in which 120/0 of elderly and 130/0 of non-elderly households report 
their dwellings to be in need of major repairs (see CMHC 1986c). 9 

LIVING ARRANGEMENT AND AFFORDABILITY 

Women predominate among the elderly, and many of these women live alone. 
The reasons for this have been well documented by Stone and Fletcher (1982). 
Our understanding of the "preference" for living alone or for privacy is, 
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however, less well developed. Certain other living arrangements, such as board
ing and lodging, have become less commonplace (Modell and Hareven 1973). 
The elderly also have more money available for housing-related expenditures as 
a result of increased income through not only direct sources such as improved 
pensions, property tax rebates, and housing allowances but also other, more 
indirect sources such as free medication and reduced public transportation 
fares. In addition, the need to save to pay for health and medical care has been 
reduced by medicare, while even nursing and home care is covered in certain 
provinces. 

The public and non-profit housing programs, which have resulted in the 
construction of over 200,000 purpose-built units since 1953, have also contri
buted to the stock of highly affordable bachelor and one-bedroom units 
reserved for the elderly. 10 Numerous other federal and provincial programs 
have also been developed to make housing more affordable to the healthy 
elderly, including rent supplements and cooperative housing. 

LIVING IN AN INSTITUTION 

Although the vast majority of elderly continue to live in private dwellings, a 
growing number will spend at least some time in an institution even though a 
significant proportion of those living in institutions have been shown to be no 
more dependent than those in private dwellings. Institutional shelter in Canada 
consumes the largest part of provincial funds devoted to housing for the elderly 
(as shown by Corke 1986 and Renaud and Wexler 1986), although other coun
tries have found ways of delaying or avoiding institutionalization through com
munity support services and the availability of sheltered housing, that is, hous
ing provided with supplementary services. 

Although the proportion of institutional beds occupied by the elderly has 
kept pace with their growing numbers, or has even increased slightly, this 
increase is not dramatic, especially in view of the larger number of elderly 75 
years of age and over and other factors, such as the reduced availability of daugh
ters to assist their aged parents (Schwenger and Gross 1980).The numerical 
increase is nonetheless remarkable. During the period 1962-3 to 1976, 58,600 
institutional beds for the elderly were added, representing a 53% increase; from 
1976 to 1981-2 a further 53,400 beds were added representing a 32% increase. 
These figures represent significant capital expenditures (in which CMHC has 
played an important role) as well as important operating costs both now and in 
the future. 

Again, however, the context has changed. There are more elderly living to a 
great age. Sometimes, their children are themselves aged; in other cases, their 
children are all in the paid workforce; and in such cases, professional care-pro
viders typically assume much of the responsibility for the frail elderly. 
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FIGURE 14.1 Married women in the labour force by age of youngest 
child, as a percentage of those with employed husband: 
Canada, 1976-1985. 
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Housing and Two-Earner Families with Dependent Children 

In 1961 in only 18% of husband-wife families (with at least one child aged 15 years 
or under and with at least one parent in the labour force) 11 were both-spouses 
wage earners (Census of Canada 1961, Catalogue 93-520, Table 93). Yet as the 
1960s progressed, "consumerism" spawned a need for higher household 
incomes to maintain the middle-class lifestyle, and expansion of the service 
economy created new jobs into which married women increasingly slotted 
(usually on a part-time basis, and once children were in school) (for example, 
see Armstrong 1984, Chapter 3). The decline in fertility and compression of the 
child-bearing years reinforced this trend. The result was an acceleration of the 
steady increase in married women's labour force participation rates that began 
in the early 1940S, when only about 5% of married women had paid employment 
(Eichler 1983,44). 

The increase in labour force participation of married women (with children 
under 16 years of age) became a social trend in the 1970S (Figure 14.1). Labour 
Force Survey data show that the participation rate of wives with at least one child 
under 16 years of age stood at 57% in 1984, up from 44% in 1977 (Statistics Can
ada 1977-84).12 During the early 1970S most of the increase in married women's 
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labour force participation was among by women without pre-school children, 
but since 1976 labour force participation has surged among married women 
with children under 3 years old (Figure 14.1). Well over half ofthis group are now 
in the labour force despite the shortage of daycare, and the difficulty of juggling 
job and family (Truelove 1986). The growth in importance of two-earner fami
lies with pre-school children may in part have been a coping strategy for the 
decline in real earnings of male spouses experienced since the late 1970S 
(Gingrich 1984; Pryor 1984), and the rising real costs of home ownership in the 
late 1970S and early 1980s (Langlois 1984; Social Planning Council of Metro 
Toronto 1980).13 

SETTING UP HOUSEHOLD IN WELL-SERVICED NEIGHBOURHOODS 

For the dual-earner family, an efficient organization and division of time 
between waged work, domestic labour, child care (possibly also the care of an 
aging parent) and other household maintenance activities is crucial. Given the 
spatial separation of homes and neighbourhood units from workplaces as well 
as commercial and community services in larger urban areas, this need to man
age time carefully may well have shaped household residential location stra
tegies (see for example, Michelson 1985). 

Accessibility to good daycare and after school care can be important to 
women's decisions to enter the labour force and to whether they work full-time 
or part-time (Michelson 1983). In the absence offormal daycare in suburbs and 
smaller communities, another strategy entails the use of informal childcare net
works and unlicensed daycare centres, which often exist in contravention of 
zoning regulations (Mackenzie 1987). Such informal childcare is dependent on 
the presence of non-employed women in a nearby location (as pointed out by 
Truelove 1986); an increasingly scarce resource in many suburban areas. 

Given these requirements for well-serviced neighbourhoods with good pub
lic transportation, two-earner families tend to gravitate toward higher-density 
areas. In practice, this often translates into the older, inner housing stock in 
larger cities (Wekerle 1984), neighbourhoods whose relative location itself facili
tates time management in a schedule built around multiple roles; although one 
American study points to similar advantages of nucleated "exurban" communi
ties (Genovese 1981). 

PHYSICAL CHANGES TO THE HOUSE: RENOVATING OLDER BUILDINGS 

The selection of a housing unit whose design is more efficient for the carrying 
out of household tasks can be another way to manage time. Within the older 
stock, this may involve remodelling of kitchens to include an eat-in area and to 
make space for appliances such as a dishwasher and a microwave oven. 14 Gent
rification is partiy a response to the lack of flexibility in suburban neighbour
hood design to accommodate the schedules and lifestyles of two-earner families 
(Rose 1984; Wekerle 1984) or, indeed, families with adolescent children not old 
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enough to drive (Social Planning Council of Metro Toronto 1979). Unlike in the 
US, Canadian "gentrifiers" are more likely to be families with children (Rose 
1986). New townhouses in the inner city- one kind of gentrification - tend to be 
built for two-earner, childless couples and are often located on redevelopment 
sites close to the CBD; these offer fewer facilities for the two-earner family with 
children than does a renovated older house (or large "plex" apartment) in an 
inner-city neighbourhood well-equipped with small parks and community ser
vices (Klodawsky and Spector 1984). 

Housing and Lone-Parent Families Headed by Women 15 

In 1981 there were 397,000 mother-led families with at least one child under 18 

years old at home in Canada. The age structure and marital status oflone moth
ers with minor children have changed, especially since reform of federal divorce 
legislation in 1968. In the Montreal CMA, for instance, the proportion of all 
single mothers who are under 35 years reached 41% in 1981, up from 34% in 1971. 

By 1981 two-thirds oflone mothers with minor children were either separated or 
divorced, whereas previously many had been widows (see Rose and LeBourdais 
1986).16 Although many women do eventually remarry, remarriage tends to 
occur after many years oflone parenthood (Klodawsky, Spector and Rose 1985, 

Chapter 4) 
Mother-led families are poor, and lone mothers under 35 years are the 

poorest among these (Klodawsky, Spector and Rose 1985, Chapter 5).17 A family 
with school-aged children that experiences the loss of the husband often must 
choose between staying in place (often in a suburban home) or moving. 
Whether the family continues in owner occupancy depends partly on the 
monthly payments given what is usually a reduced family income, and partly on 
whether the lone parent can physically handle the maintenance of their dwell
ing. In spite of the difficulties, the lone mother left with the family home may 
well simply accept "excessive" housing expenditures because no cheaper accom
modation is available in the area. For lone parents who work downtown, the 
alternative may be to move to the inner city in the quest of affordable (if smaller) 
quarters and socially supportive environments. 

Mother-led families are rarely able to buy their way out of the problems of 
inadequate community environments. Low incomes mean that they are less 
likely to own a car, or even a washing machine, the most time-saving of all 
household appliances. lB. Low rates of ownership of those commodities under
line the importance, for this group, of proximity of the home to public transpor
tation and commercial services. 

Younger, never-married or separated lone parents suffer the worst affordabil
ity problems: for instance, in Montreal in 1981, 50% of separated lone mothers 
paid over 35% of their income in rent, and one-third, over 50% (Rose and 
LeBourdais 1986). Doubling-up with parents or other relatives (often in single
family houses in the suburbs) is one strategy used by the recently-separated for 
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economic and emotional support; interestingly, in the Montreal region, 
separated lone parents predominated among those living as "secondary fami
lies" (that is, living in a dwelling where others are responsible for major house
hold payments), and one in ten separated lone mothers headed a secondary 
family. 19 

Among lone-parent family home owners under 35 years of age, 11% own con
dominiums, compared to only 3% for young husband-wife families (Statistics 
Canada 1984a). A sample study in a few "gentrifying" neighbourhoods in Mont
real found that 10% of the purchasers of renovated condominium and undi
vided co-ownership units were middle-income female-headed families (Choko 
and Dansereau 1987). 

Non-profit housing cooperatives provide modestly-priced housing to a 
socially and economically-mixed clientele. 2o This sector, though small, pro
vides significant housing opportunities for lone parents. Cooperative housing 
can also offer a rent-geared-to-income subsidy for low-income lone parents. Yet 
many lone parents of modest incomes (in between those oflone mothers in con
dos and those in public housing) live in cooperatives without receiving an indi
vidual subsidy. This is especially the case in cooperatives converted from exist
ing rental units, which are the most common form in the Maritimes and Quebec 
and especially in the Montreal area where, furthermore, more than one in five 
cooperative households was a female-headed lone-parent family in 1982 (Klo
dawsky, Spector and Rose 1985, Chapter 10). In renovated cooperatives, rents 
have typically been lower than in the new construction cooperatives which pre
dominate elsewhere in Canada (Simon and Wekerle 1985).21 Cooperatives have 
the great merit of almost absolute security of tenure and predictable housing 
expenditures, both of which are important for a lone-parent family. 

Non-profit housing corporations, run by municipalities or private bodies, 
also form part of Canada's social housing sector and have also played a small but 
valuable role in offering housing alternatives for lone-parent families. Unlike 
cooperatives, these corporations are run by a management board without any 
requirement for resident involvement. They tend to be larger bodies than coop
eratives and may thus be able to acquire land and negotiate with developers. In 
Halifax, for example, the municipal Non-profit Housing Society has been suc
cessful in providing low-cost housing for local residents on low incomes, about 
40% of whom are lone parents (Klodawsky, Spector and Rose 1985, Chapter 9). 
Some lone mothers, especially those coming out of a crisis-ridden domestic sit
uation, may prefer this type of non-profit housing to a cooperative in which they 
have to be involved in management and maintenance from the outset. Thus, 
non-profit housing corporations also have a particularly important part to play 
in second-stage housing for battered women needing to live in an environment 
providing multi-faceted support but permitting personal autonomy (Wekerle 
1988b, Chapter 6). 

Many lone-parent families remain dependent on the private housing market. 
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There is an increasing spatial dispersion of lone-parent families within metro
politan areas: the growth of lone-parent populations in suburban apartment 
areas is a striking phenomenon, for instance (Rose and LeBourdais 1986). Yet 
many still come from inner city neighbourhoods and want to stay in them for 
the services they offer; in contexts of gentrification and inflating rental housing 
markets, they are vulnerable to displacement. Strategies adopted include apart
ment sharing with people not related by kin, for instance, another lone-parent 
family. Such strategies are more difficult where family-sized apartments are 
scarce or where sharing is not permitted. 

For female-headed families, all of these housing strategies have a social sup
port element. Further research is needed on this topic, but it may be that, for 
those purchasing condominiums, price is not the only consideration, particu
larly in the case of relatively inexpensive undivided co-ownership property in 
well-serviced neighbourhoods (particularly favoured by women purchasers, 
according to Choko and Dansereau 1987); in Montreal, for instance, social net
working and exchange of services are facilitated by the "plex" format (that is, 
superimposed flats with separate outside entrances) of much of the newly-con
verted co-ownership units (Dansereau and Beaudry 1985). 

For other lone parents, the cooperative formula may fulfil similar needs and 
provide similar security, while in addition often enabling creation of improved 
facilities for children, such as shared outdoor play areas easily supervised by 
adults (Klodawsky, Spector and Rose 1985, Chapter 10; Rose and LeBourdais 
1986). Farge (1986), Wekerle (1988a), and Simon (1986) discuss the active role of 
women in organizing cooperatives and the benefits of this form of self-manage
ment, especially to those with little experience in the world of employment. 
However, the frugal standards to which many new construction cooperatives are 
built and their often-peripheral locations do much to undermine these advan
tages, which can be seen much more strongly in renovation cooperatives in 
inner-city Montreal. Furthermore, although daycare is heavily used by lone par
ents, efforts to include daycare centres in cooperatives have usually been frus
trated, mainly because of funding criteria which place tight restrictions on non
shelter components within a project (Simon 1986; Wekerle 1988b, 157). 

In contrast, the present way that public housing is organized in Canada does 
not offer these same advantages of control over one's environment and a sense of 
empowerment, although social support networks do exist (Klodawsky, Spector 
and Hendrix 1983). Nor has there been much progress in establishing daycare 
and other community services in larger older projects in which large concentra
tions oflone-parent families live. Nonetheless, in 1981, over one-quarter of pub
lic housing tenants were female lone parents (unpublished CMHC data). How
ever, women have been in the forefront of public housing tenants' campaigns for 
greater involvement in management of their housing and for services appropri
ate to families (FRAPRU 1984; Klodawsky, Spector and Rose 1985, Chapter 9; 
Sirard et al. 1986, 61-8). 
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Discussion 

The growing numbers of elderly Canadians, of two-earner families with chil
dren, and oflone-parent families reflect and illustrate the diversification of fam
ily and household types. These three should not be considered narrowly as client 
groups as regards housing issues. The sheer numbers of elderly, for example, 
point to the importance of accepting that aging is not a special circumstance and 
that becoming physically frail is not abnormal. 

Getting away from the concept of client groups brings into question the 
notion that the elderly or lone parents, for example, act irrationally in order to 
stay where they have been living, or because they have to pay a premium for a 
particular location that suits their combinations of roles. This mode of analysis 
shifts the focus and the onus to the environments that are built or that have been 
inherited. To what extent are housing and neighbourhoods inappropriately 
designed for a growing number of Canadians? Do zoning and other planning 
controls, set up to ensure rational development, prevent or inhibit adaptation 
within existing communities? 

Important strides have been made in providing for privacy within the self
contained unit; yet we have inadequately provided for community at the scale of 
the building and the neighbourhood. Examples may be found in non-profit as 
well as public housing. Even though such housing is possibly the largest source 
of purpose-built housing for the elderly population, these units were built with
out the provision of support services and are only available on a limited individ
ual basis in those provinces which have developed home-care services. Once 
tenants living in such housing become frail, they are expected and in some 
instances forced to leave. One of the reasons for this is that the definition of 
housing adequacy in the case of public housing was and continues to be limited 
to affordability. Criticism could also be made of public housing now used by 
many lone-parent families. Public housing, unlike cooperatives, lacks a tradi
tion of encouraging mutual service exchanges and social support and rarely pro
vides needed community services such as daycare. 

Much of our existing housing and neighbourhood design and planning were 
initially predicated on a view of a rigid correspondence between life-cycle and 
an "appropriate" type of residential environment, and also, less explicitly, on a 
particular gender-based division of labour within the family between employ
ment or "career" and the day-to-day running of the household, rearing children, 
and attending to aged parents. All of these themes have been reflected and rein
forced in the physical structure of building types and community forms and in 
the functional and spatial separation of homes and neighbourhood units from 
the activities of work and commercial, and community services (Wekerle and 
Mackenzie 1985: Willson (n.d.). Zoning regulations determined by municipali
ties have often reinforced generational as well as socio-economic segregation 
and have prevented neighbourhoods adapting as new demands have been felt. 

The support and backup needed by elderly living alone, by frail elderly or 
families caring for frail elderly, by two-earner families with children, or by 
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lone-parent families exceed those typically provided in most buildings or 
groups of buildings and communities. Some of the alternatives such as institu
tionalization have been found inadequate and costly. Providing single-type, 
age-concentrated environments for the elderly or for lone-parents, despite the 
possibilities of group solidarity and cohesion, presents problems that can only 
be resolved through integrated environments. For example, the effect of aging in 
unison of elderly living in public and non-profit housing has reached near-crisis 
dimensions in certain provinces. 

In spite of this criticism of ghettoization, powerful arguments can be made 
for the value of social solidarity and mutual caring among those with similar 
problems. Spatial concentration may enhance such networks. These points have 
been made by organizations oflone parents and public housing tenants' associa
tions (Klodawsky, Spector and Hendrix 1983; Klodawsky, Spector and Rose 
1985). Similarly, many elderly prefer age-concentrated environments to mixed
age communities. 

One of the common themes linking the three groups considered here is the 
need for environments that reduce the time, cost, and effort often required to 
manage tasks of everyday living. For two-earner and lone-parent families, it is a 
priority to use time efficiently and, for the latter, economically; for the elderly 
who often have surplus time, priority is given to the ability to circulate easily and 
safely, which is especially difficult in winter, as well as to cost. Yet the way that 
residential environments have been organized and managed rarely reflects these 
concerns, with the exception of the elementary school (see, for example, Social 
Planning Council of Metropolitan Toronto 1979). 

Conclusions: Common Principles 

One of the certainties that can be drawn from this chapter is the difficulty in pre
dicting and responding to social and economic changes that affect housing and 
community. This is reinforced by a document published in 1970 by Central 
Mortgage and Housing Corporation on its 25th anniversary which recognized 
that 

... amongst the factors that have affected the design of housing and the content of 
what is built, surely nothing has been more important than changes in the role of 
women. The married woman still remains the central figure in the family home 
but now the single woman has gained independence to set up another kind of 
household, living alone or with a friend or group .... Women have become the 
principal tenants of the new volume of apartment houses (1970,34). 

Remarkably, the authors failed to recognize the growing importance of the par
ticipation of women with young children in the labour force and of elderly 
women living alone, both trends already well advanced in 1970. 

The three groups discussed in this chapter were chosen because of their 
quantitative importance and as an illustration of the need to evaluate critically 
and, where needed, to reorient our thinking about housing and neighbourhood 
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design to make them responsive to the changes and needs outlined in this chap
ter. The elderly, for example, continue to age. With increasing age, they experi
ence various types of losses which affect their capacity to live independently. 
These losses can be compensated for by various physical, service, and emotional 
supports. While many elderly prefer to move to smaller units or to environ
ments with more formal support services, the vast majority prefer to remain for 
as long as possible in their own home, in which they may have lived for many 
years. When they do move, it is generally within the same neighbourhood. 

With the growth in importance of two-earner families, a restructuring of 
"family time" and "work time" is taking place. Families need more options for 
time management and task sharing between household members. They need 
accessible community services that can totally or partially replace work formerly 
done by full-time homemakers and nurturers. Where the physical environment 
imposes time-space constraints and limits such access, it is typically only the 
more affluent who can purchase solutions (such as two cars, a renovated single
family home in a centrally-located neighbourhood and with a designer kitchen, 
and individualized childcare services). Those of more modest resources juggle 
their time and struggle to adapt their living environments as best they can. 

Mother-led families have similar accessibility needs but their low incomes 
give them less choice and flexibility. In the initial period after relationship break
down, social support services are particularly important, and a sheltered envi
ronment is sometimes needed. After this transitional phase, the family is likely 
to be more stable but often still economically vulnerable for many years before 
remarriage occurs. A range of inexpensive residential choices appropriate to dif
ferent phases of the lone-parent experience, and permitting the flexibility to stay 
or to move, is therefore desirable. 

All of these groups have adopted strategies that permit them to satisfy their 
needs and ambitions, often despite physical, regulatory, or administrative con
straints. 

We consider flexibility a principle rather than a response to particular "client 
groups." During the period discussed, these client groups have changed, while 
the houses and communities that have been built, and are still being built, con
tinue. Moreover, one aspect of consumer adequacy must be the choice between 
continued residence either in the same dwelling or within the neighbourhood, 
and a number of reasonably attractive mobility alternatives. 

Although in practice it is often impossible to distinguish between these two 
options, in this section we make certain recommendations about them. For 
instance, addition of an accessory unit to a single-family home for a divorced 
daughter and her child represents a type of physical flexibility (and flexibility in 
terms of municipal regulations), as well as providing for a more supportive liv
ing arrangement for all three generations. Our recommendations are far from 
exhaustive. They are intended to stimulate further debate, research, and experi
mentation at all levels of government, within the private sector and from the 
"grass roots." 
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Encourage new housing prototypes that facilitate more supportive living arrange
ments: Sheltered housing, group homes, housing complexes designed by and for 
lone parents to live in proximity to one another, and units to be shared by two 
unrelated adults (for instance, two divorcees each with a master bedroom but 
sharing kitchen and living room), represent special housing types which permit 
the creation of "families by choice:' Not only do such arrangements facilitate the 
delivery of formal support services, they make possible informal services such as 
sharing of facilities and exchange of household services. 

Encourage innovative ways of designing for kinship without forcing relatives to live 
together: There exists a richer range of kin groups and ways of housing them
superimposed plexes, accessory apartments, granny flats, and bi-family units
than has been considered in the past. New options will have to be considered as 
the role of women as kin-keepers changes and as the number of children avail
able to care for aging parents declines. 

Allow and encourage communities of mixed age and household type: There are 
numerous reasons for favouring such mix. Service needs can be "averaged out" 
and a wide range of community facilities furnished. If a choice of unit types is 
provided within a single community, people can remain despite changes in life 
cycle, income, and health status. Intergenerational contact and service exchange 
may be promoted, while social polarization may be reduced. The apparent con
tradiction between mixed and homogeneous residential environments can be 
resolved, so to say, "on the ground." Parts of or entire buildings or groups of 
buildings of moderate size can be geared toward a single group, while the com
munity as a whole is heterogeneous. Land-use zoning is, however, a crude tool 
for obtaining such a mix, although certain innovative techniques are being tried 
such as performance or impact zoning and incentive, inclusionary, and age
restrictive zoning. Other land-use and architectural approaches that would pro
vide mixed neighbourhoods also need to be adopted. An example of an architec
tural approach is the St. Clair-O'Connor Community in Metro Toronto which 
combines housing for different age groups and has different levels of support 
services within a single complex. 

Provide better physical integration of housing and community services: Integration 
of housing and community services is especially important in suburban areas, 
both as they age and as families change. For example, planning requirements for 
new subdivisions should include provision for daycare, and subdivisions should 
be designed and located with access to public transportation in mind. Further
more, services should be tailored to the evolving needs of the local population. 
For instance, locally-based health care, home care, and improved snow removal 
need to be made available as the population ages. 

Encourage physical adaptations to housing and to the use of housing by people who 
want to remain in their homes, for example, the elderly and the lone mothers in 
the suburbs with teenage children: While the professional "ideal" has been to 
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presume that households move when there is a change in their situation, many 
households modify or alter their homes or occupancy in order to remain (Teas
dale and Wexler 1986). Public policy makers and planners must not only begin to 
acknowledge and tolerate such modification; they must facilitate and encourage 
physical adaptations to private owner-occupied and rental housing, favouring 
flexible housing forms that can accommodate shifts in life-cycle and income. 
Home sharing could thus, for instance, become a more widespread option. 

Modify zoning and building occupancy regulations to permit dwelling modification 
and diversification of uses: Zoning and building occupancy regulations fre
quently constrain the use and modification of single-family homes: for 
example, in prohibiting or making extremely costly the addition of an accessory 
apartment or the use of one's home as a place of self-employment, community 
enterprise, or service such as a daycare facility. Households frequently make 
such adaptations - and now do so illegally - to accommodate various changes in 
the life-cycle and important ruptures in the family. Such adaptations represent 
often successful strategies for obtaining additional income or social support. In 
some cases they may permit households to remain in their homes where they 
would not otherwise have been able to do so. 

Existing public housing needs to be restructured: As the largest source of purpose
built housing for the elderly and as currently used by lone-parent families, pub
lic housing should be restructured to respond to the evolving needs of these 
populations. It is important, for instance, to offer secure tenure to lone parents 
whose children have left home; presently, such tenants often suddenly lose their 
right to public housing and have no satisfactory alternative options. The French 
experience in improving public spaces, developing a full range of services and 
democratizing the management of "les grands ensembles" - vast suburban 
complexes of public housing, usually constructed in large slab or tower blocks
has shown that thoughtful renovation and adaptation of existing public housing 
projects can result in supportive environments with cost-effective on-site ser
vice delivery for low-income lone-parent families (Klodawsky, Spector and Rose 
1985). Current experimental programs in public housing in Ontario, through 
the creation and support of group living arrangements, offer promising alterna
tives (Corke and Wexler 1986). 

Encourage experimentation by cooperatives and non-profit housing corporations to 
provide housing that includes a service element, especially in inner-city areas 
undergoing gentrification and other neighbourhoods close to jobs and services: 
Given adequate funds, and within the limits of community resources, coopera
tives, and other non-profit housing corporations have often provided innova
tive and supportive housing solutions for certain groups within the lone-parent 
and elderly populations, with respect both to housing design and the delivery of 
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social services and health care, in addition to an environment that fosters infor
mal social networks (Hayden 1984, Chapter 9). As well, non-profit housing in 
inner-city areas can be a means of allowing such groups to stay in place in spite 
of gentrification. We do not see "third sector" housing as a replacement for fully 
subsidized housing for these groups but rather as a complementary mode of 
provision deserving of strong financial and institutional support by all levels of 
government. 

How successfully has post-war housing adapted to changing social needs? A 
succinct response to this question would be, "very unevenly:' The actual physi
cal structure of single family and plex housing, at least, is adaptable (Teasdale 
and Wexler 1986). Yet the capacities of the public and private sectors are 
restricted by perceived, although not necessarily real, market limitations. Proba
bly more important still are the effects of zoning and building occupancy regula
tions. In the case of social housing, innovation has been limited by NHA provi
sions and by an orientation that emphasizes only physical adequacy, affordabil
ity, and suitability. The new federal-provincial housing agreements, that since 
1986 have replaced previous modes of provision of social housing, may lead to a 
more flexible approach adapted to local conditions and particular clienteles. 
However, continued financial restraints do not give cause for optimism that 
adequate resources will be channelled into supportive services as well as into 
modestly-priced housing. With respect to the other sectors, zoning and public 
attitudes toward zoning, at least in major urban centres and in particular in 
areas dominated by single-family housing, seem to constrain adaptation and 
neighbourhood mix. Changing these attitudes - as has been attempted, for 
instance, by the Vancouver Planning Department (Vancouver 1986) - seems to 
require innovative physical and social design, a greater concern with coordinat
ing housing and other services, and a rethinking of how neighbourhoods are 
viewed and managed. 

Notes 

1 The authors are equally responsible for this chapter. We thank Michael Ellis for research 

assistance on some statistical sources, and the editor and anonymous referees for com

ments on an earlier draft. 

2. Significantly lower proportions of elderly in countries such as England and Wales, 

Sweden, and the Netherlands are housed in institutions compared to Canada, despite 

their generally older populations. See Schwenger and Gross (1980) and Brink (1985). In 

these countries, subsidized home-care services are more broadly available to elderly liv

ing in the community. As noted by Schwenger and Gross (1980, 2.53), "we have asked older 

people to pay for community-care services, while we have made it easy and cheap for 

them to go into hospitals. The incentive has been almost irresistible." Despite this incen

tive, institutionalization remains an undesirable situation for most households, to be 

accepted only when informal supports have been exhausted or are unavailable. 
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3 While the overall proportion of households with an elderly head remained about the 

same, the proportion of elderly varied over time and among provinces. In 1981, for 

example, the highest proportions (about 22%) were in Saskatchewan and Prince Edward 

Island, the lowest (15%) in Quebec. Somewhat surprisingly, the incidence of home own

ership among elderly households decreased from 77% in 1951 to 63% in 1981 (calculated 

from Census of Canada 1951, 2: Table 100 and Census of Canada 1981, Catalogue 92-933, 

Table 9). This decline is probably linked to the increasing number of elderly aged 75 years 

or over, to urbanization ofthe elderly, and to migration toward more preferred climates 

within Canada. 

4 See Census of Canada 1981, Catalogue 92-933, Table 9. More rural provinces, such as New

foundland, Saskatchewan, and Nova Scotia, had high incidences of elderly home owner

ship in 1981, while Quebec was the lowest. In 1981 the incidence of condominium owner

ship was still low everywhere but in British Columbia. While only 3% of all elderly home 

owners owned a condominium in 1981, 8% of elderly British Columbia home owners 

lived in condominiums. 

5 In addition to the reliability of estimated selling prices, especially those reported by 

elderly owners who had purchased their homes many years ago, there is some question 

about the use of a per room measure. A large, old house with, for example, four or five 

bedrooms may represent a less "desirable" commodity given today's smaller family sizes 

than a house with just two or three bedrooms. The use of the SHU is further complicated 

because it only considered households living in census metropolitan areas. Nonetheless, 

the literature reinforces the general conclusion that, at an aggregate level, elderly owners 

live in less valuable properties than younger owners. 

6 In fact, elderly households were three times more likely (27% versus 9%) to occupy dwell

ings having 152 square metres or more per person than do non-elderly households. 

7 These data may well underestimate space consumption. Many households with extra 

bedrooms convert them to other uses such as a den, study, or sewing room which are then 

not counted as bedrooms. See Wexler (1985). On the other hand, because of illness or dif

ferent sleep patterns, elderly couples often need separate bedrooms or may want a spare 

bedroom to receive family overnight. See Howell (1980). As well, square footage data may 

exaggerate overconsumption because of the high proportion of elderly living alone. A 

certain space minimum is required for basic services such as kitchen, bathroom, and 

laundry, regardless of household size. 

8 More generally, the concern about overconsumption, except where unwanted or invol

untary, needs to be questioned. Should the elderly be penalized for overconsuming hous

ing, while other individuals in society are not generally penalized for overconsumption, 

as in the case of owning a vacation home or a luxury car? Some types of overconsumption 

are even encouraged, if not rewarded, as in the case of non-taxation of capital gains on a 

principal residence. 

9 Certain data from the RRAP evaluation suggest that elderly are not less likely to make 

repairs in their homes that affect their safety. In the RRAP Physical Inspections, carried 

out by professional building inspectors, of buildings that received RRAP funds, dwellings 

occupied by elderly households were less likely to have a safety failure than those 
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occupied by younger households (significant at the 0.001 level). Those elements consid

ered included the condition of attached structures, the furnace, the electrical system, the 

interior stairs, fire hazards, and the presence and location of smoke detectors. 

10 AGRFP and PMSH computer systems, Canada Mortgage and Housing Corporation. 

11 We use the total number of husband-wife families with at least one parent in the labour 

force (or employed - depending on data availability) as the denominator in all calcula

tions pertaining to "two-earner" families. 

12 While the rate remained highest in Ontario and Alberta (respectively 64% and 62% in 

1984) and lowest in Newfoundland (48% in 1984 - a figure which in part reflects poor 

economic conditions in that province), in only two provinces (Newfoundland and New 

Brunswick) were fewer than 50% of wives with children under 16 years of age in the 

labour force. Nor is this trend limited to the more urbanized provinces: even in Saskat

chewan and Prince Edward Island, 61% of married mothers with children under 16 years 

of age were in the labour force in 1984. 

13 Yet provincial variations suggest a more complex picture. Ifwe examine the increase in 

labour force participation among married women with children under 6 years old, 

national figures rise from 37% in 1977 to 48% in 1981 and 52% in 1984. In 1984 Ontario (at 

59%) and Alberta and Quebec (at 53%) are well above the Canadian average, while Brit

ish Columbia (48%) remains well below. Although many women may have been 

impelled into the labour force by increased costs of access to home ownership, these pro

vincial variations are not correlated positively with house prices. In any case, the two

earner family with children at home is now an essential part of the reality of home owner

ship. 

14 This achievement of greater efficiency through private purchase and consumption of 

appliances contrasts with early 20th-century designs and experiments for collective pro

vision of cleaning and food services. See Hayden (1981). Ironically, the drive toward 

greater efficiency resulting from the shortage of servants after World War I generated the 

first wave of consumer demand and technological innovations for household appliances. 

See Luxton (1980). 

15 The percentage of all single parents who are female is around 85% and has changed little 

since 1951. The average income of female lone parents was 59% of that of male lone par

ents in 1981 (Census o/Canada 1981, Catalogue 92-935, Table 20). We have therefore cho

sen to limit our discussion to mother-led families; although father-led families face some 

of the same problems in the residential environment, they are able to use financial 

resources to overcome them to a much greater extent. 

16 This is different from the United States situation where the teenage never-married are the 

fastest growing type of single parent (Holcomb 1986). 

17 In the 1981 Census, the average annual family income among lone-parent families headed 

by a woman under 35 years of age was just $7,600. Lone-parent families headed by a 

woman 35-44 years of age averaged $13,200. Those headed by a woman 45-54 years of age 

averaged $17,100. Among those over 55 years of age, the average was $19,300. 

18 Statistics Canada, in Household Facilities by Income and Other Characteristics 1985, 

reports that lone-parent families had an average income of $12,401 compared with 
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$36,431 for husband-wife families. Among lone-parent families, 290/0 had no washing 

machine, and 420/0 had no automobile, compared to just 70/0 and 110/0 respectively for hus

band-wife families. 

19 Statistics Canada, Census ofI981, special tabulations compiled for INRS-Urbanisation 

and funded by Fonds FCAR (Quebec). 

20 Fuller details on cooperative housing programs in Canada, including the recently-abol

ished Section 56.1 and the new Conservative government program, can be found in 

Bourne (1986). 

21 Under the cooperative housing program (NHA 56.1) operating from 1978 to 1985, indi

vidual cooperatives managed a subsidy pool to provide rent -geared-to-income assistance 

for members with low incomes. The extent of these subsidies thus depended on the cir

cumstances of the individual co-op. Since 1986 section 56.1 has been replaced by financ

ing of co-ops under and index-linked mortgage program in which 300/0 of units funded 

are eligible for a rent supplement to serve households in core need. It is still too early to 

evaluate the impact of these changes on the availability and affordability of co-op hous

ing for single parents. The federal government cancelled the cooperative housing pro

gram in 1992. 



CHAPTER FIFTEEN 

The Affordability of Housing 
in Post-war Canada 

Patricia A. Streich 

S I NC E PU B Ll C housing was first initiated in Canada, analysts have wrestled with 
the meaning of "afford ability." Though volumes have been written, affordability 
appears to defy objective measurement. I The central argument of this chapter is 
that the magnitude of the housing affordability problem is largely conditioned 
by the perspective from which it is defined and measured. Affordability is more 
than a concept of positivist economics; it encompasses issues of social standards, 
the notion of reasonable payments for housing in attainment of a level of social 
well-being, and questions about social equity and equality of opportunity. 

The chapter demonstrates how conventional approaches to the definition 
and measurement of affordability reinforce a dichotomy between housing as a 
consumer good for the more affluent and housing as a social necessity for the 
less affluent. An alternative concept of the affordability problem is outlined, a 
life-time or longitudinal approach, that considers the opportunities for house
holds to move towards their housing goals and to adjust their consumption with 
changing needs and resources over their life-cycles. A longitudinal approach is 
helpful in considering the extent to which policies have become more effective 
in addressing affordability issues. In this sense, progress is defined by the 
improvement in housing opportunities rather than static counts of households 
currently paying an excessive proportion of their incomes on housing. 

The two themes - dichotomization of the affordability problem and the need 
to develop an opportunities approach to affordability - are developed through 
discussion of three questions. In what sense is there a housing affordability 
problem? Who has the affordability problem? What have been the impacts of 
post-war policies and programs on affordability problems? 

The Affordability Problem: Post-War Trends 

Miron (1988) discusses the apparent paradox that rising prosperity (as measured 
by real growth in incomes) since 1945 has been matched by corresponding 
increases in consumer expenditures on housing. Although housing should have 
become more affordable, consumers did not spend a decreasing proportion of 
their budgets for housing. 

257 
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From 1946 to 1981 the Statistics Canada housing price index increased-about 
five times, approximately matching the overall Consumer Price Index (CPl). In 
the same period, per capita personal disposable incomes surged ahead by about 
twelve times. By these indicators, affordability should have improved. 

However, shelter as a proportion of total consumer expenditure remained 
fairly stable from 1949 to 1967 (31% to 32% of consumer expenditures); it 
increased after that, reaching 35% by 1978. The 1937-38 Family Income and 
Expenditure Survey showed that families who rented spent 20% of their total 
living expenditure for shelter and home owners spent 19% (Carver 1948, 74). In 
1982, according to results from the Household Income, Facilities, and Equip
ment microdata sample (HIFE), home owners with mortgages spent 24%, 
home owners without mortgages 17%, and renters 23% (Canada 1985,10). After 
four decades Canadians were still spending about one-fifth of their household 
incomes on housing. Why housing expenditure kept pace with income when 
shelter prices were increasing much less quickly is not clear. What is clear is that, 
overall, Canadians did not find their shelter costs declining in importance as real 
incomes rose. 

While most Canadians live in affordable housing, an affordability problem 
exists for some households because their monthly shelter costs exceed a "reason
able" proportion of their incomes. What constitutes a reasonable proportion is a 
value judgment. Views vary among countries, and they have changed over time; 
but as a 1981 CMHC report concludes: "in North America, a range of 20% to 
30% has been historically regarded as a fair rate of expenditure for housing" 
(CMHC 1981, 7). Comparisons over time are difficult from published sources. 
However, available data indicate that proportions of renters and owners with 
mortgages have experienced affordability problems. 

The Low-income Housing Task Force, using data from the 1969 Family 
Expenditure Survey microdata sample (FAMEX) found: 

There are 1,831,000 Canadian households spending in excess of 20% of their 

incomes for shelter. Two thirds of them are low income. There are 1,076,000 

spending in excess of 25% of income for shelter. Four-fifths of them are low 

income. One Canadian household in three spends in excess of 20% of income for 

shelter, one in five in excess of 25% ... 400,00 households (spend) more than 40% 

ofincome for shelter (Dennis and Fish 1972, 59). 

Miron's (1984) analysis of the 1978 FAMEX data shows that 28% of renters and 
17% of all owners paid more than 25% of their incomes for shelter. Using the 1982 

HIFE and the 1982 FAMEX, CMHC reported that 18% of all households or 
1,512,000 households were paying more than 30% of income for shelter. The data 
showed that 23% of renters and 19% of owners with mortgages spent over 30% 
of income for shelter. 

Although different benchmarks have been used, trends are evident. Not only 
have the proportions of Canadian households with shelter-to-income ratios 
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Table 15.1 
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Affordability problems among renter households in metropolitan areas, 
by income category: Ontario, 1972-1983 

(as % of all renter households in income quintile) 

Household Renters spending more than 
Income 25% of income on shelter Renters in core need 
quintile 1972 1976 1983 1972 1976 1983 

1 (lowest income) 87 93 93 86 93 90 
2 53 53 46 15 40 19 

3 17 16 15 1 

4 1 3 5 0 0 0 
5 (highest income) 0 2 0 0 0 

Mean 32 32 32 20 25 22 

SOURCE Arnold (1986, 100). 
Study based on the Statistics Canada Household Income Facilities and Equipment 
(HI FE) microdata sets for 1972, 1976 and 1983. The data in this Table refer to non farm, 
unsubsidized renters in Ontario metropolitan areas larger than 100,000 population; i.e. 
Ottawa, Toronto, Hamilton-Burlington, St. Catharines-Niagara, London, Windsor, 
Oshawa, Kitchener-Waterloo, Sudbury, and Thunder Bay. 

above the benchmarks increased but also the numbers of households with 
affordability problems have increased with population growth. Whereas in 
1969 just over a million Canadian households were spending in excess of 25% 
of income for shelter, by 1982 over one and a half million households were 
spending over 30% of income for shelter (Dennis and Fish 1972, 60; CMHC 
1984b). 

Available data also reveal that the majority of households with affordability 
problems have low incomes. Disaggregation of the affordability problem by 
income level is possible from HIFEs that have been available since 1972. Table 15.1 
summarizes the incidence of affordability problems among renter households 
in Ontario metropolitan areas by income category using two definitions of 
"affordability." Arnold (1986) uses Table 15-1 to demonstrate that the incidence 
of affordability problems in the lowest income quintile of renters increased from 
1972 to 1983 under both definitions. The data are inconclusive with respect to the 
second lowest income quintile. 

Miron's analysis of the 1978 FAMEX shows that the incidence of affordability 
problems is above average among the elderly and for single-parent families 
(Miron 1984). The highest incidence of affordability problems is among lone
parent families with young children (under five) who rent their housing; 72% of 
lone parents with young children spent over one-quarter of their incomes on 
rent compared with 28% for all renters. The pattern repeats itself for owners; 
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46% of lone parents with children, who own, spent over one-quarter of their 
income on shelter compared with 17% for all owners. The incidence of afforda
bility problems is also above average for elderly households; 54% of renters 65 
years of age and over and 30% of owners 65 years and over spent more than one
quarter of their income for shelter in 1978. These data suggest that the propor
tions of Canadian households spending above the standard proportions of 
income on shelter has not declined and the problem is concentrated among the 
poor, the elderly and single parents. 

Another widely used indicator of accessibility to home ownership is the pro
portion of households in general (and offamilies living in rented accommoda
tion in particular) able to carry (or afford) an average-priced dwelling within a 
specific proportion of their incomes. Accessibility to home ownership has 
declined since the 1950S. In 1951 over half of all Canadian families would have 
found that carrying the average new single-detached NHA-financed house was 
within 30% of their incomes. By 1983, based on data from Canadian Housing 
Statistics, (CHS) fewer than 15% of households would have found carrying an 
average-priced house was within 30% oftheir incomes. CMHC (1984b, 16) data 
which consider only renters in the prime home-buying age groups (from 25 to 
44 years of age) show that 50% of this group could have afforded the average 
priced house in 1971 compared with 28% of the group in 1983 (again using a 
maximum carrying cost of 30% of income). 

Approaches to the Definition of Affordability 

Until the mid 1970S the shelter-cost-to-income ratio approach was used to mea
sure the affordability of housing expenditures linked to household incomes. 
This approach used some benchmark of affordability such as 25% or 30% of 
income for shelter as an acceptable, affordable level. Families and individuals 
who pay larger percentages of their incomes for shelter are defined as having an 
affordability problem. Several conceptual problems are readily apparent with 
this approach. 

One is the problem of estimating the housing expense of home owners. It is 
commonly thought that some part of home owners' shelter expenses are actu
ally a form of obligatory savings which is recouped as owners' equity on the sale 
of the dwelling. Furthermore, home owners can benefit from capital gains on 
the resale of a dwelling and, where it is their principal residence, such gains are 
not taxable in Canada. Numerous attempts have been made to develop a com
mon shelter-cost-to-income ratio criterion for both renters and owners. One 
approach is to impute the rental value of owned homes and compare this with 
the amounts paid by renters with similar incomes. However, people do not pay 
imputed rents; such an abstract measure is not meaningful for determining the 
ownership shelter cost burden on purchasers. 

A second limitation is the failure to account for variations in preferences in 
relation to the life-cycle of housing consumption. Some households may volun
tarily consume more housing than their budgets might comfortably bear. Often 
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this is done in the short run in expectation of longer term improvement; 
although a household may currently be experiencing an affordability problem, 
the consumption pattern might be affordable when viewed over the household 
life-cycle. Some analysts advocate use of a permanent income rather than cur
rent income definition to overcome this problem, particularly among young 
home buyers. Since 1945, families have appeared willing to spend large amounts 
of their current incomes on a house purchase, presumably expecting that fixed 
mortgage payments and rising incomes would alleviate the shelter cost burden 
after a few years. The shelter cost-to-income approach in contrast is a static, 
cross-sectional view of affordability problems. 

The application of the rent-to-income ratio approach to pricing in publicly
assisted housing poses another paradox. Whereas housing analysts tend to use 
flat rate scales to measure affordability problems, Canada has a long history of 
graduated rent-to-income scales for clients in subsidized housing. Rent-to
income scales in public housing since 1944 have been based on the premise that 
low-income households cannot afford as large percentages of their family bud
gets for rent as middle-income households. Hence, the public housing rental 
scale (known as the graduated rent scale) required rental payments of as little as 
16.7% for the low-income clients up to a maximum of 25%. Furthermore, over 
the 1960s and 1970S, different rent scales emerged as provincial housing authori
ties developed variations of the federal GRS (see Archer 1979). An additional 
variation in the affordability criteria applied in public programs was introduced 
with the provincial housing allowance schemes for senior citizens. 2 Whatever 
the rationale, the standards applied to affordability among the population at 
large were different from the program standards for pricing in assisted-housing 
programs. 

The shelter-cost-to-income approach does not deal with over and under 
consumption of housing. The affordability problem is understated to the extent 
that households make housing affordable by living at higher densities (more 
than one family sharing overcrowded accommodations) or living in poor qual
ity homes. These consumers appear to have no affordability problem because 
they have reduced their expenditures to fit their budget. At the same time, some 
households with an affordability problem may have voluntarily chosen to con
sume "more" housing. To the extent that housing preferences are above the nor
mative standard, affordability problems would be overestimated with the shelter 
cost-to-income approach. 

Concerns about the ratio approach led to the development of the core need 
approach in the mid 1970S. "The core need approach seeks to identify those 
households currently experiencing housing problems who would be unable to 
obtain minimum standard housing without paying an excessive proportion of 
their income on shelter" (CMHC 1981, 4). Core need incorporates the concepts 
of physical adequacy, crowding, and housing affordability into one measure, a 
more comprehensive definition than the simple shelter cost-to-income ratio 
approach. Furthermore, by relating the shelter cost measure to local rents, the 
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approach provides the potential for flexibility to local market conditions. The 
core need approach defines some normative housing requirement and relates 
affordability to norm rents in the local market. Under the core need definition, 
the affordability problem includes only those households that, within their 
household incomes, would not be able to afford an adequate unit in their 
area without spending in excess of some maximum amount of their income on 
shelter. 

Core need and the shelter cost-to-income approaches yield different mea
sures of the affordability problem. An analysis of 1974 Survey of Housing Units 
(SHU) data found that 589,000 households in metropolitan areas were in core 
need compared with 702,000 households in need under the shelter-cost-to
income ratio approach; the incidence of "need" was reduced to 17% from 24% of 
all households (CMHC 1981, Table 2). The same study notes that "the core need 
definition has eliminated the so-called voluntary over-consumers of housing" 
(CMHC 1981, 22). 

As a comprehensive measure that combines adequacy, crowding, and affor
dability in one indicator of housing problems, the core need concept is a con
ceptual advance over previous definitions. However, application of the concept 
to the analysis of housing programs poses some challenges. First, any definition 
of a normative level of housing consumption is arbitrary and subjective; choice 
of the norm inevitably affects the magnitude ofthe problem. Second, assuming 
a consensus exists on a normative standard for consumption, measurement of 
the affordability of that standard requires detailed data on the rents of norm 
units in each locality. Third, the approach implies that households could occupy 
the corresponding norm units. Such a perfect matching of units to households 
may rarely (if ever) occur. Even if there are enough norm units in a market, there 
is no assurance that these will be allocated to the appropriate households. 3 

Since the core need concept was first developed, its application to housing 
programs has evolved: particularly in the 1986-8 implementation offederal-pro
vincial (F/P) agreements for the non-profit program (NHA 56.1). The norma
tive level of housing consumption is embodied in a National Occupancy Stan
dard (NOS) introduced in 1987. NOS is sensitive to household size and house
hold composition and is used to determine the number of bedrooms a house
hold should have. For example, parents are eligible for a bedroom separate from 
their children; children aged 5 years or more of the opposite sex do not share a 
bedroom; and household members aged 18 years or more are eligible for a sepa
rate bedroom unless married or cohabiting as spouses. 

Under the terms of the F/P agreements, CMHC requires that the NOS be 
applied to determine eligibility by virtue of overcrowding or affordability prob
lems. Core need income thresholds are compiled for units by bedroom size, and 
households with insufficient income to afford the requisite sized unit are 
defined as in core need and eligible for subsidized housing. The F/P agreements 
do not require that provincial housing bodies apply the NOS in placement of 
households in specific dwelling units. Therefore, eligibility for a single elderly 
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person or elderly couple would be based on the income required to afford a one
bedroom unit, and for a single parent with one child on the income required for 
a two-bedroom unit. Depending on the urgency of the housing need and the 
types of units available, a single senior may be placed in a bachelor unit and a 
single parent and child in a one-bedroom unit. Placement policies are the 
responsibility of the provincial housing agency delivering the program. 

In addition to using core need to determine program eligibility, the concept 
has been applied at an aggregate, provincial level to estimate the numbers of 
households in need for planning and budget allocation purposes. As of 1986, 
housing budget allotments to the provinces were based on an agreed formula -
known as the 1984 Regina Accord - based on counts of households in core need. 
The allocation formula was further revised after 1989. In addition, core need 
estimates are developed for planning areas within provinces as part of a three
year planning cycle to guide decisions about the location of housing projects 
among local market areas (see CMHC 1986b). 

Thus, the core need concept has come to guide housing planning, budget 
allocation and program eligibility for subsidized housing across Canada. The 
concept does not purport to take account of all housing factors such as loca
tional considerations, many of which are taken into account in the detailed proj
ect planning and placement practices of provincial and local housing authori
ties. 

A Consumer Life-Time Opportunities Approach 

Current affordability is only one issue affecting a household's choice of housing. 
Important too are factors affecting the decisions to search for alternative hous
ing and the decision to move. 4 As Steele and Miron (1984) point out, transac
tion costs (psychic and monetary costs) of moving are impediments to adjust
ment of housing consumption and housing costs. Experience with the Cana
dian housing allowance programs has been similar to that of the United States; 
in both countries, households eligible fOt" additional subsidies to enable them to 
afford better housing tend not to increase their housing consumption as much 
as possible. 5 

A more dynamic, longitudinal approach focuses on the opportunities for 
households to adjust consumption to changing needs. Provided that the oppor
tunities exist, that consumers have the means to learn of the opportunities, and 
that they are able to access the opportunities without systematic barriers or con
straints, the affordability situation may improve through individual choice. 
Progress in affordability is defined in terms of individuals having the opportu
nity to move towards more affordable housing during their housing careers, 
related to individual goals and trade-offs across a wide range of expenditure 
needs (Myers 1980). 

Individual choice and opportunities are more difficult to measure than 
simple shelter-cost-to-income ratios, particularly when they span a household's 
life-cycle. Measurement requires longitudinal data which are costly to compile 
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and analyze. Nevertheless, a more dynamic concept of affordability may become 
even more valuable in coming decades as such demographic changes as the 
aging of the Canadian population raise serious issues about the matching of 
housing demand and supply and the use of the nation's housing stock. 

Disaggregating the Housing Affordability Problem 

In the 1960s it became customary to define "problem" groups and from these to 
develop targeted assistance programs. Canada never went as far as US housing 
legislation which defined low-income families by their inability to afford ade
quate housing. 6 However, Canadian public housing was perceived to be serving 
the lowest two quintiles of the income distribution. Compartmentalizing the 
population into groups for discussion of the housing problem had the effects of 
relating the problem to the persons experiencing the problem rather than to the 
forces creating the problem and of deflecting attention from broader issues of 
housing needs and equity; specifically, it reinforced a basic dichotomy in hous
ing policy between housing for the poor and the affordability of home owner
ship for the more affluent. 

HOUSING AND POVERTY 

In 1941 Toronto families with incomes below $1,000 spent 40% of their incomes 
on housing compared with 21% for families with incomes from $1,500 to $2,000 
(Carver 1948, 75). HI FE data on Ontario renters in metropolitan areas suggest 
that the affordability picture had not changed by 1983. Renters with incomes 
below $5,329 in 1972 and below $12,454 in 1983 spent 46% of their incomes on 
rent compared with average rent-to-incomes ratios of 24% in both years 
(Arnold 1986, 87). 7 The poor who own their own homes, mainly the elderly in 
cities and rural areas, are in no better situation than those who rent; as many as 
two-thirds spend over 30% of their pensions on heating, taxes, and mainte
nance. 

The shelter cost problems of the poor in cities were exacerbated during the 
1960s and 1970s. The private-sector, low-rent housing stock was whittled away 
by conversions and demolitions. In some inner-city neighbourhoods, gentrifi
cation has contributed to the losses. Despite concerted efforts, the public sector 
was unable to compensate for these losses in most Canadian cities. 

Private market responses to the demand for low-rent units by low-income 
persons and families have been seen by local municipalities and residents as 
undesirable or below acceptable community standards. For example, in Van
couver, illegal basement suites were a response to the demand for low-rent units; 
in Toronto, the Parkdale area was identified as a problem because of the creation 
of bachelorette units. For consumers who could afford only the most minimal 
housing, boarding and rooming houses and group homes have all been subject 
to increased municipal control and limitation. Partly a consequence of the con
strained supply of housing opportunities, Canadian cities in the 1980s faced a 
growing problem of homeless ness. The spectre of men and women living on the 
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street, in parks, and subways has become a visible sign of the lack of suitable 
housing alternatives for those oflow-income. 

As well as the absolute shortage of accessible dwelling space, Canadian cities 
have undergone some demographic shifts. Inner cities had tended to house the 
older and younger population, while families with children sought housing in 
the suburbs. In the late 1970S concerns emerged about the graying of post-war 
suburbia. As families age in suburbia, first teenagers, and later their now-elderly 
parents, find themselves in residential environments that were created for rais
ing small children. Is the single-family suburb flexible enough to adjust to 
changing needs as has the older inner-city housing stock in some cities? 

Support services are generally more available and more accessible to users in 
central cities than in suburban areas. Furthermore, meeting service needs may 
be more efficient among a concentrated user population. However, central city 
municipalities face the problem of an increasing demand for services from a 
dwindling tax base, and their populations are becoming increasingly polarized 
between the lowest incomes and the highest incomes. The missing middle
income households are located in outer suburban areas. 

With this broader view of the problem of housing poverty in the city, the 
period since 1945 has seen an evolution in thinking about the nature of the hous
ing poverty problem. Whereas in the 1950S, and much of the 1960s, the problem 
appeared to be the clearance of "slum" housing, by the 1980s the problem has 
become the ghettoization of the inner municipalities into homes for the poor 
and the rich. The simple slum removal strategy is unlikely to provide a meaning
ful framework for dealing with the contemporary low-income housing prob
lem. Housing poverty has become a function of urban development and urban 
society. 

AFFORDABILITY OF HOME OWNERSHIP 

In. a nation which is still a country of home owners, an obvious yardstick of 
housing well-being has been the ability of households to afford a home of their 
own. Accessibility to home ownership has been one factor in shaping the map of 
housing poverty in our cities since 1945, for the affordability of housing governs 
where a family could live. Lenders assess the affordability of, hence access to, 
home-owner mortgages using the gross debt service (GDS) ratio. Over the 
years, the GDS ratio permitted on NHA loans has been increased, and the defi
nition of eligible family income has been liberalized. However, even with liberal
ized lending practices, access to home ownership for low-income families is 
constrained by the amount of owner equity available for a downpayment. 

Low-income home owners also face serious affordability problems according 
to a special Statistics Canada publication based on the 1981 Census. Among 
mortgagor households with incomes below $lO,OOO in 1980, 90% were spending 
over 30% of their incomes for owners' major payments (principal, interest, 
taxes, and utilities); three-quarters of mortgagor households with incomes 
below $15,000 were spending over 30% of income for housing (Che-Alford 1985, 
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60). Low-income home owners are more likely to be living in dwellings in need 
of repair than are high-income owners. In 1980, for example, roughly one in 
three mortgagors with an income below $15,000 reported that their dwellings 
needed repairs, while the comparable figure for all mortgagors was 22% (Che
Alford 1985, 56). 

Home ownership has not provided a hedge against the increasing cost of 
housing. Mortgage rollover makes home purchasers vulnerable to the volatility 
of interest rates. Over the longer term, many home owners eventually come to 
hold their homes mortgage-free, but the rising costs of taxes, heat and other util
ities, and repairs and maintenance place financial burdens on the fixed incomes 
of old age. 

Low-income owners, like other owners, have equity in their homes which, if 
realized, would allow them to increase their current consumption. Home equity 
can be accessed without sale of the dwelling and displacement through home 
equity dissavings or reverse annuity mortgage (RAM) schemes. Currently, 
RAMs are available only in British Columbia. Generally, few options remain for 
home owners in financial difficulties. Sale of the family home and the search for 
affordable rental accommodation involve psychic and financial costs which are 
especially severe for elderly households. Delaying necessary repairs (that is, 
disinvesting in the dwelling) is a short-term consumer strategy to deal with 
unaffordable housing expenses. 

As the cost of home ownership rose during the 1960s, government intro
duced home ownership assistance programs. In 1970 an experimental Innova
tive Housing Program attempted to assist poorer families toward home owner
ship. Some low-income families were able to buy homes, but the program was a 
special demonstration project and was not continued. AHOP was originally 
conceived as an alternative to public housing for low-income families. As the 
amoun.t of federal assistance was reduced and as provincial matching subsidies 
failed to materialize in most provinces, AHOP eventually became another mod
erate-income home ownership scheme. 8 Outside of rural, Aboriginal, and 
northern areas, housing programs have provided little assistance to the poor to 
buy homes. 

In the 1970S CMHC explicitly distinguished between two broad categories of 
housing programs, namely, "social housing" and "market housing." These two 
categories reflected the dichotomization in thinking about housing problems -
subsidized housing for the poor and assisting the market to supply housing for 
moderate-income Canadians. Problem group targeting has tended to reinforce 
the dichotomy and has done little to stem the tide of diminishing housing 
choices and opportunities. 

Impacts of Government Policies and Programs 

While the proportions of Canadian households spending above the standard 
percentage of income on shelter have not declined substantially since 1945, there 
may be some grounds for optimism if the policies and programs used now are 
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more effective than the means adopted previously to address housing problems. 
An important question to ask about policy impact is: to what extent have hous
ing programs and policies become more effective in dealing with affordability 
problems since 1945? 

Overall, Canada has made little progress in devising more effective tools to 
address affordability problems since 1945. Indeed, on some bases, the tools 
introduced during the 1970S seem less attuned to solving the core of the afforda
bility problem. In 1971, the time when public housing was reaching a peak in 
terms of production, the overwhelming majority (over 90%) of assisted social 
housing units produced were allocated to low-income households. By 1980 

federal and provincial housing programs were yielding roughly one low-income 
unit for one moderate-income unit of social housing assistance. The principal 
reason for this shift relates to the application of the income-mixing policy under 
the federal nonprofit housing program which replaced public housing during 
the 19705.9 

The non-profit and cooperative housing programs initiated in 1973 embo
died the concept of a mix whereby a portion of the units in each project were to 
be allocated to low-income families and senior citizens, the balance of the units 
to be provided at "market rents" to moderate-income households. Housing 
projects that mixed higher-income households and low-income households 
were thought to be more socially viable and to generate less local (community 
and municipal) resistance than did low-income housing projects. Had the 
federal government provided sufficient funding, the output of low-income 
units could have been maintained at the levels of the early 1970S under the public 
housing program. To reach the low-income unit production level of 1971, it 
would have been necessary to produce over 65,000 units of non-profit housing 
annually (compared to only 20,000 non-profit units actually authorized in 
1979).10 In terms of addressing the affordability of housing for low-income 
Canadians, the non-profit approach was less effective than previous housing 
programs. 

One notable attempt to initiate a more effective tool to address affordability 
problems has been the housing allowance approach. Provincial housing allow
ance measures in British Columbia, New Brunswick, Manitoba, and Quebec 
have targeted assistance to the needy low-income population (mainly senior cit
izens in rental accommodation). In part, the rationale for such programs stems 
from a realization that traditional supply-side housing programs are incapable 
of providing relief of the volume of needy households with affordability prob
lems. Housing allowance programs are, however, not without their own limita
tions. As noted above, eligible households do not necessarily adjust their hous
ing consumption to the extent possible with allowances. Furthermore, demand
side strategies alone may be ineffective without measures to address the supply 
of suitable, adequate dwellings. 

In addition to the choice of policy instruments, the difficulty of addressing 
affordability problems in Canada may be related to the institutional context 
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within which housing has been situated. For much of the post-war period, the 
primary impetus for housing policy in Canada derived from the federal level of 
government even though constitutionally the provincial governments were 
ascribed the major responsibility in the field of housing. The roles and relation
ships between the federal and provincial housing agencies have evolved from the 
1960s when Ottawa adopted the lead role, to a position by the 1980s where paral
lel federal and provincial housing initiatives were adopted and impacted on 
housing problems. Although certain provincial governments (notably Quebec, 
Alberta, and British Columbia) have repeatedly reaffirmed their claim to pro
vincial sovereignty in the housing field, the majority of provinces have enjoyed 
the continued involvement of Ottawa in financing housing programs. 

Experience suggests that the priorities of the two levels of government are 
sometimes at odds, and the capacities of the two levels to adequately address the 
defined problems have varied considerably. During the 1960S there was debate 
about the distorting effects of cost-shared programs; yet with the adoption of 
unilateral financial mechanisms in the 1970S, provincial governments have 
sought to maximize the impact of available federal subsidies through adding 
provincial financial assistance voluntarily onto federal program subsidies. 
Therefore, although there has been greater separation of federal and provincial 
housing measures during the 1970S, inter-dependency of federal and provincial 
housing measures continued. 

While the policy instruments adopted have addressed affordability prob
lems, solutions seem elusive. Constitutional arrangements for housing in Can
ada may have impeded the search for solutions. Fiscal restraint among govern
ments after the mid 1970S has increased the difficulties of dealing effectively with 
housing affordability problems. Canada may have fewer grounds for optimism 
about solving this housing problem in the 1980s than it had in the 1940S when it 
embarked on its first subsidized public housing project. 

Past Experience and Future Prospects 

While unequivocally some people are unable to afford some housing, and hence 
said to have an affordability problem, the dimensions of the problem are more 
difficult to specify. Not only are there conceptual difficulties in determining the 
normative and behavioural yardsticks for specifying the "ability to pay" crite
rion, but also the precise measurement of shelter expenses and incomes pose 
many problems (see, for example, Miron 1984). Definitions of affordability have 
been modified from a simple cross-sectional measure of what people actually 
spend on housing in relation to their income to a more composite measure of 
householders' ability to afford suitable, adequate shelter within a specific pro
portion of their income. Posing questions such as the ability of people to achieve 
their desired consumption of housing over their own housing careers creates the 
need for longitudinal housing data. 

Canadian governments have made investments through housing programs 
and the tax system to increase the supply of decent housing and to subsidize 
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housing costs for consumers. An affordability problem still exists for many 
renters faced with high rent-to-income burdens and low-income households 
face problems whether they rent or own. Canadian housing policy has relied 
heavily on supply-side, new construction strategies for a variety of reasons. 
Although public, non-profit, cooperative and other housing programs have 
created 8 stock of affordable housing, the supply is insufficient to meet the 
needs. In 1971 the Dennis Task Force recommended a shift from supply-side 
strategies to demand-side subsidies and some steps have been taken in that 
direction. However, the policies and programs adopted have not achieved the 
goal of affordable housing for all Canadians. 

What then are the implications for the future? May we expect to achieve more 
progress in making housing affordable in the decades ahead? This chapter has 
suggested two promising avenues for thinking about housing policies. Cross
sectional, static, and problem group approaches to defining affordability limit 
the vision and the prospects of solution. The chapter suggests a longitudinal, 
life-cycle of opportunities approach which considers the ability of households to 
achieve their housing goals. The life-cycle perspective is a promising avenue that 
is consistent with a private market environment for provision of housing ser
vices. In addition, the criterion for evaluating public policies should be the 
extent to which they represent more effective approaches to affordability than 
past policies. Do policies and programs improve the opportunities for house
holds to achieve their housing goals, or remove barriers that prevent households 
from reaching their goals? 

Notes 

1 This Chapter does not review the growing literature on the subject as several reviews are 

available. See. for example. Miron (1984). 

2 In most of these programs. subsidies were applied to only a portion of the seniors' rent 

above some preset maximum; in effect. seniors receiving housing allowances continue to 

spend more than 30% of their incomes on rents after receipt of the allowances. In part. 

housing allowance schemes provided less generous subsidies because seniors remained 

in the private housing market and were expected to pay a larger proportion of their 

incomes for greater freedom of choice this entailed. 

3 The US housing allowance program. Section 8 (existing housing) demonstrated the 

problem of many housing allowance households being eligible to receive benefits but 

being unable to find units that met minimum housing standards and. therefore. being 

unable to benefit from the program. 

4 See. for example. the review by Clark (1982). 

5 Bradbury and Downs (1981) reports on the American EHAP experience and Steele (1983) 

discusses the Canadian experience. 

6 In the US. affordability criteria were used to define low-income families in the 1937 Hous

ingAct: 

Families oflow-income are defined as those who cannot afford to pay enough to 
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cause private enterprise in their locality or metropolitan area to build an adequate 

supply of decent, safe and sanitary dwellings for their use (quoted in Carver 

1948,71). 

7 The use of per capita incomes to measure income change is not ideal. For the working 

poor and moderate income families, a more meaningful measure may be the change in 

average wages and salaries. Prior to 1976, the Statistics Canada index of average wages 
showed real growth in earnings; wages were increasing faster than prices. Since 1978, 

however, wages have stagnated; from 1978 to 1981 wages increased by 12%, the CPI by 

1l.5%, and the shelter index by 13.5%. Stagnation of wages coupled with uncertainty 

about employment, lay-offs, and long periods of unemployment may more accurately 

reflect the income situation of working families. These data raise doubts about the appar

ent growth in personal incomes and about the ability to afford house price increases: 

especially when housing already consumes a large proportion of household budgets. 

8 Some provinces did initially provide matching subsidies to increase the income penetra

tion of the AHOP subsidies; Ontario was operating its Home Ownership Made Easy Pro

gram (HOME); Nova Scotia developed an innovative use of AHOP with its building 
cooperatives program. 

9 The income-mix policy may illustrate an example of a shift in social goals in housing pol

icy. Whereas earlier policy sought to produce the maximum numbers of subsidized units 

(frequently in high density projects), the creation of more income-integrated projects 

seemed to offer the potential to produce more socially-balanced and stable residential 

communities. 

10 Streich (1985,125) notes that, of the 20,000 non-profit units produced in 1979, only 6,000 

were affordable to low-income households, effectively reducing support for low-income 

housing in Canada. 



CHAPTER SIXTEEN 

The Changing Settlement Environment of Housing 

1.S. Bourne 

ALL HOUSING is tied to land and location, and thus to an external environment. 
Aside from the isolated cabin or farmstead, all dwellings form part of a local 
community. Where we live, moreover, adds social meaning and economic utility 
to housing quality that are essential in discussing housing progress. It affects the 
quality and form of houses we occupy, what we may do with it, the kinds of 
physical and social services provided to the dwelling, and the amenities and ser
vices to be found nearby. This chapter, then, assesses post-war housing progress 
in terms of changes in the nation's settlement system. 

Evolution of the Settlement System 

At the turn of the century, just over 37% of the nation's population of 5.37 mil
lion lived in urban settlements. 1 That proportion increased to 50% in 1921, then 
to 63% by 1951, before stabilizing at around 77% in 1986. In 1941, 46 out of every 
100 Canadians lived in rural areas, and 65% ofthose lived on farms (Table 16.1). 

A further 11% lived in small towns and cities with under 10,000 population. At 
that time, 54 Canadians in 100 lived in urban areas of all sizes, but of those, 40 

lived in metropolitan environments (that is, urban areas over 100,000 popula
tion), and just 22 lived in the three largest metropolises (Table 16.2). By 1986, in 
contrast, only 3 in 100 Canadians lived on farms, and 20 in 100 in non-farm rural 
communities. Of the 77 who lived in urban areas, 59 lived in metropolitan areas, 
and 31 of these people resided in the three largest metropolises (Table 16.2). 

Between 1941 and 1986, Canada added as many urban residents as it had total 
population at the beginning of the period. The nation's urban population rose 
from 6.3 million to over 19.4 million in those forty-five years. 

The nation's settlement system was reshaped accordingly (Table 16.2).2 In 
1941 Canada had only 63 urban places with over 10,000 population and only 8 

with over 100,000 population. By 1986 there were 27 urban centres over 100,000 
and 139 in total with over 10,000 population (Table 16.2).3 The latter figures do 
not refer to individual municipalities as defined by political boundaries, but to 
functionally-defined urban areas; most of these represent aggregations of city 
and suburb on the basis of proximity and the degree of economic and social 
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Table 16.1 

The urban transformation - population by place of residence: 
Canada 1941-1986 

Change 
1941 1961 1986 1941-61 1961-86 

(ooos) (%) (ooos) (%) (ooos) (%) (%) (%) 

Rural 5,254 46 5,266 29 5,962 23 0 13 
Farm 3,117 27 2,237 12 895 3 -28 -60 

Non-farm 2,137 19 3,028 17 5,067 20 42 67 

Urban 6,252 54 12,972 71 19,392 77 108 42 
Under 10,000 1,259 11 2,188 12 1,521 6 74 -30 
10-100,000 1,506 13 2,860 15 3,042 12 90 6 
Over 100,000 3,487 30 7,924 44 14,829 59 127 89 

Canada 11,507 100 18,238 100 25,354 100 58 39 

SOURCB Census of Canada, various years. 

integration. They include census metropolitan areas (CMAs) and smaller cen
sus agglomerations (CAs), as well as any other free-standing municipalities that 
are not included within the boundaries of CMAs and CAs. 4 

The era since 1945 can be characterized by three distinct periods, correspond
ing roughly to the years 1945-64, 1965-80, and 1981-90. The first, a period of 
urban boom, was characterized by: (1) a rapid growth in population (and, for 
the most part, in economic production) in most regions of the country, includ
ing the addition of entirely new settlements, principally resource towns outside 
of the settled ecumene and new suburban communities around established 
urban centres; and (2) the growing concentration of population in larger metro
polises. In this period the first large suburban developments also emerged. 

During the second period, typically one of national decentralization, the 
overall rate of population growth slowed as fertility and immigration declined. 
As part of a structural adjustment process in the economy during the 1970S, 

growth shifted from the older urban areas in the industrial heartland of central 
Canada to resource-based regions and newer urban settlements, particularly in 
the west. As the latter settlements were on average smaller, it first appeared that 
the largest metropolitan areas were losing population (and jobs) to smaller 
towns and cities - a process described elsewhere as de-urbanization or counter
urbanization. Indeed, during the latter part of the period (1976-81) the entire set 
of census metropolitan areas (CMAs) did lose population on balance to the rest 
of the country. For the most part, however, this was not due to a process of 
de-urbanization, or to the renewed growth of rural settlements in general. 
Rather, it reflected the continued spread of urban populations into urban fringe 
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Table 16.2 

Growth of the Canadian settlement system, 1921-1986. 

1921 1941 1961 1986 

Size of settlement Number of settlements 
100,000 and over 7 8 18 27 
30,000-99,999 11 19 25 54 
10,000-29,999 25 36 60 58 
5,000-9,999 45 49 87 105 
All settlements of 5,000 or more 88 112 190 240 

Size of settlement % of all settlements of 5,000 or more 

100,000 and over 8 7 10 11 

30,000-99,999 12 17 13 22 

10,000-29,999 28 32 32 24 
5,000-9,999 51 44 46 43 
All settlements of 5,000 or more 100 100 100 100 

Indicators of urbanization 
and concentrationt % of Canada's population 

Population urbanized 
Population in 25 CMAs 
Population in 3 largest CMAs 

Total population in 3 largest CMAs (ooos) 

47 

35 
19 

1,651 

55 70 

40 48 

22 25 

2,551 4,725 

SOURCE Census of Canada. various years; Stone 1967; Simmons and Bourne 1989. 
Census metropolitan areas (CMAS) as defined at each census. 
t See footnotes 1 and 2 in text. 

77 
59 

31 

7,730 

areas outside the current boundaries of the census-defined metropolitan areas, 
but still within more broadly defined metropolitan regions. 

During the latter part of this period, a widespread decline of smaller urban 
settlements became apparent, particularly in peripheral regions. Although Can
ada has always had declining communities, the 1970S witnessed decline on a 
much broader scale. Fully 20% of small settlements in Canada declined in size 
during this decade. For the first time in this century, two smaller census metro
politan areas, Windsor and Sudbury, also declined: victims of sharp downturns 
in their specialized economies. Slower national growth and industrial restruc
turing had created a new era of urban change and settlement reorganization. 

At the local or urban scale, the predominant direction of change was one of 
metropolitan growth and concentration accompanied by continued intra urban 
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decentralization and suburbanization. Rapid population growth and a pent-up 
demand for new housing after fifteen years of depression and war, fuelled 
unprecedented suburban development after 1945. Easier access to transporta
tion, especially the automobile, and easier access to credit, notably for mortgage 
loans, facilitated this growth. Local governments opened vast areas of land for 
development and set in motion the policies and practices necessary to regulate 
suburban growth and to provide services. Higher real incomes, in turn, 
increased the amount of space consumed and the quality of building and service 
standards demanded. 

Canada, as a result, has become a predominantly suburban society. In 1941, 

only 24% of metropolitan residents lived in suburbs (that is, outside the politi
cally-defined central city). By 1961, nearly 45% lived in suburbs and by 1986 over 
60%. This process of spatial population dispersal, combined with the ongoing 
demographic transition, reshaped local residential patterns and living environ
ments through the late 1960S and 1970S. Declining fertility rates and shrinking 
household sizes led to an older and socially more polarized population, particu
larly in small towns and in older central cities. The population in many of these 
communities underwent a remarkable "thinning out;' even in neighbourhoods 
with a stable or increasing housing stock. Typically, the population housed in a 
fixed stock of dwellings, holding constant all other types of neighbourhood 
transition, would have gone down by 30% in about twenty years simply through 
the effects of smaller household sizes and increased housing consumption. 

The period from 1981 to 1990 presents yet another era in Canada's evolving 
settlement pattern, and thus different signposts to the future distribution of 
housing demands and needs. Beginning with the most severe economic reces
sion of the post-war period, a lower level of population growth, and sharp drops 
in resource and commodity prices, the pendulum of national settlement growth 
swung back toward central Canada and toward those communities within or 
near major metropolitan regions. Large metropolitan areas again grew most 
rapidly and smaller cities and rural settlements on average declined. 5 At the 
local level, rapid decentralization has continued apace, as population (and 
employment) and housing are dispersed over larger areas at decreasing densi
ties. Within the older parts of many urban areas, especially the inner cities of the 
large metropolises, however, population decline was finally arrested. The pri
mary reason for this latest reversal is that the combined impacts of new residen
tial construction (often condominiums) and in-fill housing were sufficient by 
then to compensate for the losses of population attributable to declining average 
household size and residential conversion. The zone of intra urban population 
decline has now spread into the older suburbs, many built in the early post-war 
period. 

Whether these trends will continue through the 1990S obviously remains to 
be determined. Slower urban growth and a stable percentage of the population 
classified as urban should not, however, lead to the conclusion that urban 
growth has ceased. Rather, it has changed form. Urban populations have now 



The Changing Settlement Environment of Housing 275 

spread over a massive territory, sometimes called exurbia, or the urban field. 6 

This has blurred the traditional boundaries between rural and urban and 
between city and suburb. Moreover, the majority of small towns and rural areas 
in Canada that are growing in population are also located within the broadly
defined regions surrounding the large metropolitan areas and owe their growth 
to their functional linkages with, and particularly commuting to, the metropoli
tan core. 

New Suburban Forms: The Corporate Suburb 
Although Canadian cities and towns have always had suburbs, some of which 
have been both planned and large, the community development process since 
1945 brought not only rapid sub urbanization but also a new settlement form: 
the much larger, integrated, and self-contained suburban community. It also 
produced a new industry, the corporate development sector and a new type of 
suburb, the corporate suburb. 7 

This suburban form did not arise by accident. It was aided by federal govern
ment policies designed to establish a more efficient building industry and by an 
increasingly elaborate system for regulating land use and development at the 
local level. It was also facilitated by the practices of mortgage lending institu
tions that emphasized loans on new rather than existing houses and was encour
aged by economies of scale in new construction and service provision. As a 
result, large corporate developers quickly assumed a role in producing not only 
new dwellings and subdivisions but entirely new suburban communities with a 
range ofland uses. Some developments, of which Don Mills in Toronto is per
haps the best-known example, were in effect planned new towns. Similar subur
ban developments have since appeared around other large cities, and their size 
often exceeds the population of many free-standing Canadian cities 8. 

Two inferences of relevance to this chapter can be drawn from this trend. One 
is the parallel rise of comprehensive urban planning and the perceived need to 
create integrated and self-supporting communities that balance housing and 
employment opportunities. These designs were as much in vogue in post-war 
Canada as they were internationally. 9 The obvious objectives were to minimize 
commuting, to encourage a sense of community, and to facilitate rational devel
opment overall. The second implication is the commercialization or commodif
ication of housing, in which housing has come to be more widely treated as a 
near-liquid asset to be easily exchanged in a market. The emergence of the cor
porate suburb also suggests a growing commodification of entire communities 
and the living environments they provide. 

The social consequences of the new corporate suburb have been mixed. To 
what extent do these new suburban forms represent progress? No doubt higher 
volumes of construction have created efficiencies in building and scale 
economies in the provision of services. Whether this has translated into lower 
housing costs for consumers or higher profits for the developers is unclear. On 
the other hand, a more balanced mix of residential, commercial, and industrial 
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uses has reduced some types ofland-use conflict, but not the level of commut
ing. Furthermore, examples of more plentiful and well-integrated services, in a 
relatively safe, pleasant, and planned (but perhaps boring) environment, are 
numerous. Traffic flows were rationalized, separating local from through traffic 
and pedestrians from vehicles, and local amenities were added. The quality and 
standards of building, site design, and infrastructure were also improved 
through planning and regulation. 

Yet these same principles also often produced new problems. Post-war sub
urbs were designed for only a narrow range of household types and social or 
income classes. This specialization meant a reduced range of housing opportun
ities as well as more limited social experiences. These suburbs, given their hous
ing designs and low densities, were also less adaptable to subsequent changes in 
housing demand. They may have contributed to feelings of social alienation and 
physical isolation, particularly among married women and children, and were 
often poorly prepared to accommodate diverse social needs. 10 Later suburbs 
were an improvement in terms of the range of services, but also tended to be 
homogeneous and frequently more expensive. Only the newer (post-1985) sub
urbs have begun to achieve a greater mix of income and social groups. 

An additional element in these compositional changes in the provision of 
housing is the appearance in a number of urban areas, but especially in Toronto, 
of a new public-sector variation of the corporate suburb theme: the dispersion 
of socially-assisted housing from central areas to the suburbs and their geo
graphical re-concentration within those suburbs, usually in the form of homo
geneous townhouse and high-rise apartment developments. In these localized 
concentrations of the socially disadvantaged in the newer suburbs, we may have 
created one of the next generation's major settlement problems. 

Inner City Forms: Revitalization and Decline 

At the other end ofthe intra-settlement scale, a marked residential restructuring 
of many older inner cities has given rise to another new community form. As in 
other western countries, a resurgence of capital investment in many older neigh
bourhoods within Canadian cities has revitalized housing and the social milieu 
in those areas. The complex process of social change and residential restructur
ing involved, often referred to as gentrification, has now been widely docu
mented although its long term consequences are uncertain. 11 

Evidence indicates that certain types of urban areas and neighbourhoods are 
more likely to undergo revitalization and gentrification than are others (see Ley 
1985,1988). Those communities tend to be either: (1) large metropolitan centres 
that have service-based economies, historic and culturally-rich business cores, 
and other urban and environmental amenities which attract middle-income 
professional households; or (2) small towns and cities with similar amenities 
and that are located near metropolitan areas or in recreational or retirement 
areas. The specific inner city neighbourhoods selected for revitalization tend to 
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be those with older but architecturally substantial housing, a pleasant physical 
environment and proximity to office and institutional employment. 

The consequences of this new urban form are also mixed. On the one hand, 
inner city revitalization has improved the quality of housing, community ser
vices, and living environments generally, at least for the new residents, and in the 
neighbourhoods directly involved. Although the geographical extent of gentrifi
cation is still quantitatively small, the effects on the central city's economy, fiscal 
base, and ambience have been generally positive. On the other hand, this trend 
has added to the polarization of social classes and residential conditions within 
the inner city. Many low-income renter households have also been displaced. 
Some find that they are also denied entry to other traditional lower-cost inner 
city neighbourhoods because of rising housing prices and rents and the conver
sion of rental housing to ownership. Still others have ended up relocating in the 
new corporate suburb, but often in the social housing sector. 

The Role of Public Policy 

What has been the role of public policy in directing these varied settlement 
changes? In responding to that question, it is necessary to differentiate between 
national, regional, and local scales and between the intended and unintended 
impacts of policy. At the national level, explicit or targeted policies (that is, those 
relating to housing and urban development) have not had much effect on the 
overall structure of the national settlement system. This should not be surpris
ing since the federal government has not had either a national settlement policy 
or an urban policy per se. 12 Some provinces have had or still have such policies, 
and the local impacts may be considerable. Their aggregate effects, however, 
have been small, and at times have conflicted with other national policies. Simi
larly, housing policies on the whole generally have not acted to redistribute 
growth among regions or units in the settlement hierarchy at a national scale. 
The impacts of regional development policies and programs, on the other hand, 
have been more substantial but uneven. 13 

In contrast, the indirect and largely unintentional impacts on settlement of 
aspatial policies deriving from outside the housing sector have been immense. 14 

Policies relating, for instance, to tariffs and trade, transportation, resource pric
ing, welfare provision, taxation, and equalization payments have profoundly 
influenced how the settlement system in Canada has evolved and at what rate. 15 

For example, federal transfer payments and equalization programs have served 
as an implicit settlement strategy by encouraging the stay option for residents of 
depressed regions. Indeed, the settlement system has been created and, in broad 
outline, designed by such national policies, even though these policies have been 
developed with little or no regard for housing needs or community goals. 

At the intra-settlement or intra urban scale, however, the direct impacts of 
public policies have been greater. The location, design, and density of new 
suburban developments, as well as the relative pace of renewal and revitalization 
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as described above, have been conditioned, if not accelerated, by a variety of pol
icy decisions. These include policies and regulatory practices relating to local 
government administration, mortgage lending, taxation, housing supply subsi
dies, land-use regulation, user servicing charges, transportation funding, subdi
vision controls, building codes, environmental assessments, heritage preserva
tion, and agricultural land preservation. Combined, these have shaped the spa
tial configuration ofland uses and of places of work and residence, the provision 
of public goals and services, and thus the nature and quality of living environ
ments provided by the settlement system. 

The absence of national urban policies and the strength of provincial and 
local controls on urban development, however, may well have contributed to the 
apparent divergence of settlement forms between Canada and the United States. 
On the whole, Canadian urban areas exhibit higher residential densities and less 
suburban sprawl, lower levels of inner city disinvestment and housing abandon
ment, less political fragmentation and higher levels of public services than do 
their US counterparts. 16 Undoubtedly, the widespread introduction of regional 
governments has contributed to this equalization of services and tax rates 
within Canadian urban areas. 

Of course, such broad generalizations are open to debate, and they ignore 
wide regional variations in urban forms and settlement trends within both the 
US and Canada. Nevertheless, US cities, on average, are becoming even more 
decentralized and politically fragmented. In contrast, Canadian cities, despite 
extensive suburbanization, have retained proportionately more population, 
family households and jobs in their central areas. This, in turn, translates into 
higher levels of local demand for public services and housing, and thus into a 
higher quality inner city housing stock. 

The Housing Impacts of Alternative Settlement Forms 

At the macro scale, the settlement system influences housing conditions primar
ily through changes in the economic base and the social attributes of the indi
vidual communities in question. As the Canadian settlement system is markedly 
differentiated in terms of economic base, and relatively open to external influ
ence, any shifts in the national economy or in the international economic order 
translate into highly variable rates of urban and regional growth or decline. 17 

These sectoral shifts impact directly on local labour markets, on occupational 
structures and income levels, and thus on the aggregate demand for housing. 
These, in turn, influence the level of investment both in new housing construc
tion and in maintenance of the existing stock. Thus, at the national level, aggre
gate measures of housing progress are continually redefined by the shifting eco
nomic fortunes or misfortunes of entire regions and communities as places to 
earn a living. 

Canadian society, as a result, continually writes off housing resources simply 
because they are in the wrong location. Surplus housing abounds in some 
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communities and regions, notably those with a declining economic base, while 
at the same time, severe shortages persist in other growing regions. Examples of 
such losses include the decline in rural farm housing, abandonment in resource 
towns, demolitions in declining cities and neighbourhoods, and the removal of 
housing located in the path of commercial or transportation improvements. 
Who benefits from and who pays for this depreciation of the stock depends on 
the situation, but typically it is the most vulnerable members of society. 

At the local scale, within individual settlements and communities, the focus 
of the relationships shift. Housing quality then hinges not only on exogenously 
determined economic and demographic variables but also on the collective for
tunes or misfortunes contingent upon location within the community. The 
principal mechanism at this latter scale is that of spatial externalities, the spill
over effects that link the viability of all properties within a given local commun
ity or neighbourhood. These relationships are articulated through the opera
tion of competitive land and housing markets and are supported by the actions 
of the public sector through zoning and the provision of neighbourhood ser
vices. In effect, the criteria that we are looking for here relate primarily to local 
conditions and to the attributes of communities as places to live. 

Evaluating Alternative Settlement Forms 

The settlement environment of many Canadians has not changed dramatically 
since World War II. Most of the older communities and settlements dating from 
the 1900-45 period are still here, still intact, and still viable. Yet for the majority, 
the environment in which they live and work is different, either because it is new 
or because it has been transformed almost beyond recognition. How might we 
classify those living environments and how might these be linked to measures of 
housing progress? 

A SIMPLE TYPOLOGY 

No formal and widely accepted typology of settlement types presently exists. 
Such a typology, preferably, should be sufficiently robust to encompass all com
mon settlement types and simple enough to facilitate its widespread applica
tion. For present purposes, the concise classification outlined in Table 16.3 

should suffice to identify the varied settlement and community environments in 
which Canadians are housed. In total, twelve distinctive living environments are 
suggested, classified on the basis of their size, age, and internal diversity on the 
one hand, and the form, composition and density of neighbourhoods within 
those settlements on the other. 

The actual classification depends on five basic attributes of settlements: loca
tion, size, density, homogeneity (in built form), and age. These criteria suggest 
that housing environments are influenced first and foremost by where one lives 
within the rural-to-metropolis spectrum. Location within this continuum 
implies differences in community size that, in turn, are a surrogate for other 
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Table 16.3 
A simple typology of settlement environments: 

density, built form, community type 

Low-density Medium-density 
low-rise apts 

High-density 
high-rise apts. 

and diversity single-family multi-family other multi-family 

Rural areas, hamlets, villages 1 

Towns & small cities 2 3 
Larger cities & metropolitan 
regions 

Inner city 4 5 6 
Older suburbs 7 8 9 
Outer suburbs/exurbs 10 11 12 

attributes: for example, the density of land uses and population, the degree of 
social diversity (or heterogeneity), the range of choice in housing types and 
employment, as well as levels of congestion, land costs, and the range of public 
services available. Larger settlements inherently provide different opportunities 
and constraints in housing choice. 

Over time, the distribution of households and housing resources among 
these varied environments has shifted. Prior to World War II most of the 
nation's population lived in settlement types I, 2,3, and 4, while in the post-war 
period almost all new population growth has been accommodated in types 8 
through 12. In absolute terms, types 7 and 10, the typical low-density suburban 
prototype, and type 8, the medium density older suburbs, represent the domi
nant settlement form. 18 At the same time, types 6 and 9, the large high-rise 
apartment concentrations in both inner city and suburb are a product entirely 
unique to the post-war period, particularly the 1960s and early 1970s. Com
bined, these high-rise living environments now house over two million Cana
dians. The newest forms of community development are obviously types 10 
through 12, and these can be expected to accommodate most of the population 
growth in the future. 

HIGH-RISE LIVING 

Unlike the single-family dwelling, the high-rise apartment building is unique to 
the post-war era. In 1945 almost no one lived in multi-unit buildings over five 
storeys in height, although shared accommodation and multi-family occupancy 
were common. In 1990 over one million households, or over 12% of the Cana
dian total, lived in such buildings. As a built form, and in aggregate as a commu
nity, the high-rise, multi-unit apartment building, has altered the urban land
scape and housing inventory of most cities as well as the living environments 
of many Canadians. Typically, the high-rise rental building was seen as a 
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short-term holding facility for the young, the childless, and the mobile - while 
they waited to move on or out into single-family housing - and more recently 
for the elderly. For those who might not previously have been able to afford to 
establish their own household, this was progress; for others who were trapped in 
housing unsuited to their needs, it was not. 

One perhaps extreme example of the mid 1960s high-rise rental housing 
community is the St. James Town development. Post-war Canada has produced 
many such communities, but usually on a much smaller scale. This develop
ment, located just east of downtown Toronto, contains over 11,000 people 
(larger than many small urban settlements) and some 6,000 apartments in 15 
buildings, all on 14.2 hectares ofland. It is the most concentrated living environ
ment in Canada. Some Canadians would be appalled at the density, homogene
ity, and blandness of St. James Town. Others, in contrast, including many of the 
residents, appreciate the central location, the accessibility, and the relative affor
dability of the accommodation it provides. Trade-offs between quality and rent, 
convenience and living space, density and accessibility are being made that fur
ther complicate any overall assessment of housing quality. 

It is also difficult if not impossible to paint a scenario oflife in such a large res
idential community. Nevertheless, it is feasible to outline some of the attributes 
of, and problems facing, the residents ofthis development and similar commu
nities elsewhere. Many of the residents are young singles or small households, 
usually childless. Over time, however, as in many other similar developments, 
the composition of the residents has changed. An increasing number are now 
single-parent, lower-income, or socially-dependent households, as well as 
recent immigrants; and many are elderly. Local on-site services have proven to 
be inadequate for such a diverse population. As a result, the quality of the hous
ing and of the external environment have both tended to decline over time. 

Quality of the Settlement Environment 

The concept of housing quality clearly incorporates components of the environ
ment external to the stock, including both the local community and the broader 
settlement context. While improvements in the quality and diversity of living 
environments help define housing progress, measuring these components is 
another matter. The difficulties inherent in developing consistent and unambi
guous indicators of environmental quality, and more generally of the quality of 
urban life and social progress, are well documented. The limited existing litera
ture testifies both to the complex conceptual and measurement problems 
involved and to the immense number and variety of indices that are necessary to 
capture the quality dimension of our changing settlement fabric. Early efforts by 
the former Ministry of State for Urban Affairs, for example, to develop a set of 
urban indicators, 19 and by others to define quality oflife measures, 20 have been 
largely unconvincing and difficult to replicate elsewhere, precisely because of 
their level of generality and subjectivity. Research has also shown a divergence 
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Table 16.4 
Criteria for measuring the quality of the settlement environment of housing. 

General criteria 

Size, form and level of 
development 

Physical infrastructure 

Public social services 

Natural environment 

Built environment 

Transportation, 
accessibility 
Private services 

Public participation and 
regulation 

Social environment 

Personal autonomy 

Examples of quality indices 

Overall degree of diversity, richness; employment 
and social opportunities; potential for social 
interaction. 
Quality of sewers, water supply; roads, waste 
disposal; other utilities. 
Quality of schools, libraries, community centres, 
health clinics and hospitals; social support 
services, recreational, cultural facilities, parks. 
Levels of air and water pollution; vegetation, 
landscape preservation; scenic amenities. 
Building material and quality; architectural style 
and ambiance; physical layout and design. 
Ease of mobility, job choice; density of road and 
transit networks; congestion, safety, noise. 
Retail facilities and services; cable TV and 
telephone; entertainment facilities. 
Voluntary organizations; openness and 
responsiveness of public agencies and 
institutions; efficiency and equity of regulatory 
mechanisms. 
Richness, diversity and density; socially
supportive and enhancing; sense of place and 
belonging; absence of social tensions and civil 
strife. 
Degree of control over one's housing and local 
environment. 

between subjective and objective measures of environmental and contextual 
quality. 21 The residential desirability of Canadian urban areas depends not only 
on who one is but where one lives. 

With these considerations in mind, this chapter can now turn to an enumera
tion of the attributes of places as urban settlements that impinge on the quality 
of housing. Table 16.4 provides a selective checklist of factors that are relevant to 
assessing housing conditions and residential satisfaction in different types of 
settlement. This checklist is not, and could not be, applied here to even a repre
sentative sample of the settlement environments defined above. Instead, it is 
meant to emphasize the diversity of services that flow from the occupancy of 
housing in particular places at particular times as well as the complexity of 
measuring housing progress. 
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The indices themselves are largely self-explanatory. They define, in ten broad 
categories, the quality of living environments in general and the external com
ponents of housing quality in particular. These include: the dimensions of 
urban form and levels of social development; the quantity and quality of public 
infrastructure, social services, and the natural and man-made or built environ
ment; levels of accessibility and mobility; private sector services; the efficiency 
and equity of the public regulation of urban development; the diversity and 
richness of the social environment (including a sense of place); and the degree of 
influence or control that individuals and households feel that they have over 
their residential situation. 

Applying these indices to the varied living environments of Canadians over 
the post-war period leads to a number of general observations. Evidence indi
cates that the quality of our settlements - rural and urban, large and small, old 
and new - has on average increased since 1945. 22 For almost every index in Table 
16.4, building and servicing standards and environmental quality have risen and 
the range of social choice has been extended. 23 Canadians, again on average, 
now have greater accessibility to distinctively different social milieus (although 
perhaps internally more homogeneous) and community types, as well as to a 
wider range of social services and work locations, especially within or near large 
urban areas. 

This demonstrable improvement in environmental quality and housing 
choice in effect represents a net positive benefit to society - meaning simply that 
there are more winners than losers. But there are losers, both individual house
holds and entire communities, which have been left behind by the changes in the 
settlement system documented earlier. Many of these households were simply in 
the wrong place at the wrong time or had housing needs not met by the market. 
These people should be the primary concern of housing policy. 

Even for the winners, defining housing progress involves making explicit 
trade-offs. This is perhaps most apparent in the contrast between current living 
conditions in large metropolitan areas and those in small towns. Selecting a resi
dence in the former generally affords access to higher incomes, more choice in 
jobs, services, cultural facilities, and of course access to more people. It also 
brings increased living and housing costs, higher levels of congestion, and some 
environmental disamenities. Small towns, on the other hand, are seen to offer 
the advantages oflower housing and land costs, easier access to recreation, rela
tively low levels of crime and pollution, and greater social stability and commu
nity cohesion, but at the cost of fewer services and limited employment oppor
tunities and choice. 24 

Within urban areas, these trade-offs assume a more immediate expression. 
Households can choose, for example, between outer suburban areas, which 
offer the attractions of lower costs, newer construction, more space, and less 
pollution, and older neighbourhoods in the central city 25 that offer easier acces
sibility to the downtown core, a wider range of services, and often more varied 
and interesting social environments. 
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Thus, progress in terms of the external environment of housing is not only 
subjectively defined but also conditioned by an individual household's residen
tial history, current place of residence, and long-term expectations. Over time, 
the criteria used to measure progress will shift subject to the reorganization of 
settlements as places to live, on the one hand, and the changing aspirations, 
incomes, and lifestyles of consumers on the other hand. In many instances these 
conditions and preferences are contradictory. There is also a tendency to con
fuse the quantity of choices available in urban environments with the quality of 
choice. They are not the same. 

Emerging Settlement Trends and Housing Policy Issues 

Forecasting how many Canadians there will be in the decades ahead is difficult, 
but it is easier than predicting where and how they will live. The settlement 
geography of Canada, and the configuration of the housing stock, have under
gone a continuing reorganization in the past that will persist in the future. Each 
period superimposes a new layer of urban development on the old, adding new 
settlement forms and selectively altering and adding to what has gone before. 
Each period in turn offers a new set of challenges for both research and public 
policy. 26 

What do we know about our settlement future? We can anticipate additions 
to and adjustments within established settlement patterns over the next decade 
that will affect future housing progress. We know, for example, that overall pop
ulation growth rates will be lower, but will likely be more volatile and unpredict
able over time and from place to place (see Brown 1983; Simmons and Bourne 
1989). Restructuring of the economy- in response to international competition 
and technological change - will have uneven locational consequences. At the 
national and regional levels, we might expect two distinct trends: a further con
centration of urban development in the larger metropolitan regions, combined 
with continued decentralization of population and employment within those 
regions. Fully 80% of new population growth and housing construction will 
occur in the extensive urban fields surrounding the major urban centres. 

As a result, the redistribution of growth within the national settlement sys
tem will likely accelerate. The contrasts between winners and losers will also 
become more apparent in an environment of slower population growth and 
continued economic uncertainty. More communities will register zero growth 
or an absolute decline in population (and subsequently in the number of house
holds) and perhaps in employment as well. Other settlements, both large and 
small, will witness renewed if not accelerated growth, depending on their eco
nomic base, demographic structure, local environmental amenities, and their 
location and linkages to the metropolitan centres. 

At the regional scale, a continued concentration of new growth is expected. 
Most of this growth will not occur within the metropolitan areas themselves, but 
in the surrounding suburbs, small cities, and non-farm settlements. In most 
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parts of the country, these metropolitan regions, and particularly their fringe 
areas, will continue to expand at the expense of peripheral regions. 

Despite a reduction in total new housing requirements over the next decade, 
housing issues may well intensify as a result of these settlement trends. Policy 
analysts and private market investors will have to be forward-looking and more 
responsive to fluctuations in demand and social needs over time and among 
communities. The aging of the baby-boom generation, for example, given their 
large numbers and changing life styles, will alter the demand for different types 
of dwellings and the locations at which that demand is expressed. Reduced rates 
of aggregate population growth may also increase the level of inequalities in the 
provision of housing and in housing quality. Localized housing shortages and 
price escalations in growing regions will be juxtaposed with surpluses ofhous
ing in other regions. This, in turn, will lead to serious problems of under-main
tenance and declining quality in both housing and infrastructure. In more 
extreme cases, a mounting problem may well be one of downsizing, that is, 
devising strategies for the removal of surplus housing or the closure of entire 
communities. 

Similar problems will manifest themselves at the local or intra-settlement 
level, particularly within depressed regions and the older metropolitan areas. At 
this scale, the polarization between declining and prospering neighbourhoods 
will be sharper and more visible, adding to established patterns of social segre
gation. A number of older suburban neighbourhoods are also vulnerable to 
decline, pinched between the attractions provided by newer and expanding 
outer suburbs and more trendy central city neighbourhoods. It will be a contin
uing challenge to adapt and upgrade these older suburban areas to meet chang
ing demands. Despite low vacancy rates at present, a declining aggregate 
demand for housing in the future might, in fact, pull the blanket of high prices 
from many older and less attractive inner-city neighbourhoods as well as from 
the most poorly designed or serviced suburban communities. The rate and scale 
of decline that follows will depend in part on the success of recent initiatives in 
community renewal and in reforming the local planning and regulatory system, 
and in part on the rate of new suburban construction. 27 

The potential problems of declining investment and future reductions in 
housing demand are likely to be most serious in the high-rise sector. In those 
communities, both new and old, containing concentrations of high-rise rental 
and low-end-of-market condominiums, concerns about future quality levels 
are now widely appreciated. Given the choice of alternative accommodation, at 
or nearer to ground level and at comparable cost, a substantial proportion of 
existing high-rise renter households would almost certainly move. Urban 
renewal, in the next decade or two, could return with a vengeance and in the . 
form of a high-rise crane for renovation or demolition. 

Canadian urban areas have not to date approached the levels of decline and 
under-investment that afflict many older American inner cities, particularly in 
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that country's depressed industrial belt (see Berry 1982). In part, this is attribut
able to lower levels of industrial specialization among urban areas in Canada. 
Nor are Canadian cities and suburbs likely to be in this state in the near future, in 
part because of continuing government efforts at equalizing regional economic 
opportunity and at maintaining investment in social overhead capital and social 
welfare across regions and among urban municipalities. Governments, particu
larly at the federal and provincial levels, must maintain a similar role in the 
future to ensure that regional differences in living conditions and housing qual
ity do not increase to unacceptable levels. 

Conclusion 

Location and the changing settlement environment clearly exert a continuing 
impact on the flow of services from the housing stock. That environment has 
changed in many ways and for many reasons since 1945, but two processes stand 
out: the rapid urbanization of population and jobs; and the immense suburban 
and exurban landscapes created around the older central cities. These two 
processes have contributed directly to housing progress: first, by upgrading the 
quality of new dwellings while improving the physical and social services pro
vided to households in those dwellings; and second, by facilitating access to 
more varied living environments. Such progress has not been attained, however, 
without costs, and these costs have not been evenly distributed among regions, 
neighbourhoods, or social groups. 

At the same time, changes in settlement forms in general and suburban 
design in particular do not by themselves solve social problems or result in hous
ing progress. There is no single urban form that is good by definition. 28 Instead, 
we have learned to plan for uncertainty and flexibility to accommodate increas
ingly diverse social and housing needs. Areas of tension will persist as the 
nation's settlement fabric is altered to accommodate changing demands, and in 
light of increasing constraints on public action and investment. Future housing 
conditions in urban Canada and continued housing progress will ride in large 
part on those changes and our ability to influence and to adapt to them. 

Notes 

1 The traditional definition of an urban settlement in the Census of Canada is a population 

concentration of 1,000 or more living at a density of at least 1,000 per square kilometre. 

The prairies did not become 50% urbanized until the mid 1950S, and the Atlantic region 

only in 1960. 

2 The number of distinct urban centres in any size category can increase or decrease in 

either of two ways: (1) through growth, in which smaller centres pass the minimum size 

specified for a larger size category, or through population decline in which a centre drops 

below that minimum threshold; (2) by incorporation, in which smaller centres are 

merged into larger places through annexation or (for measurement purposes) through 

their statistical amalgamation into one or other of the extended urban area definitions 
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employed in the Census (for example, census metropolitan areas). In an increasingly 

urbanized society, the impact of the latter has become as important as the former. 

3 This inventory of 139 urban centres, based on the 1986 Census, includes 25 CMAs and 114 

CAs (2 of which had over 100,000 population). In the 1986 Census all urban areas over 

10,000 population were defined as CAs. The CAs, like the CMAs, are defined largely on 

labour market criteria and include both a central city and those surrounding suburban 

municipalities closely linked to the central city through commuting to work and related 

criteria of interaction and interdependence. 

4 The practice of defining extended urban areas, combining incorporated urban centres 

and their surrounding municipalities, was initiated by the Dominion Bureau of Statistics 

(DBS) in 1956. Stone (1967) applied and extended this concept, under the title "urban 

complexes;' in his extensive study of urban development. Over a relatively long period of 

time, such as the period covered in this study, however, the use of a uniform set of defini

tions for defining urban areas is problematic. 

5 Data for the 1981-86 Census period show an average growth rate for all urban places of 

less than 50,000 population of -1.1%. 

6 The concept of the urban field defines an extensive region stretching 100 kilometres or 

more beyond the built-up urban area. It represents the expanded living space of urban 

residents, serving as a place of recreation, residence, and subsequently of employment. 

7 For a discussion of the emergence of a corporate land development industry and of cor

porate suburbs in Toronto, see Lorimer and Ross (1976). The term is used here to describe 

the production of entire suburbs, including housing, commercial uses, and infrastruc

ture, by large integrated development firms. 

8 Other examples of large-scale developments include Bramalea and Erin Mills near 

Toronto and Mill Woods in Edmonton. 

9 For reviews of the evolution and practice of community planning in Canada see Hodge 

(1986) and Cullingworth (1987). 

10 An excellent case study of the social transformation of the suburbs in the 1970S is con

tained in a report of the Social Planning Council of Metro Toronto (1979). 

11 Smith and Williams (1986) provide an overview of the international experience in inner

city gentrification. 

12 Examples of explicit and direct settlement policies include Newfoundland's village con

solidation and resettlement program, federal programs to concentrate population in 

selected northern settlements, and various resettlement programs associated with major 

transportation, resource, and hydro-electric developments. 

13 The long chronology of federal regional development policies, including DRIE (Depart

ment of Regional Industrial Expansion), ERDA (Economic and Regional Development 

Agreements), and IRDP (Industrial and Regional Development Program), have 

undoubtedly had significant impacts on the settlement system in particular regions, but 

the overall effect has been uncertain. See Savoie (1992). These policies may, for example, 

have reduced the rate of metropolitan population concentration at the national level but 

increased it at the provincial level. 

14 Some of the impacts of government activities on the settlement system are outlined in 

Simmons (1986). 
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15 Examples include the differentiated impacts on regional and urban growth of policies 

relating to oil pricing, the Auto-pact, transportation, government employment, and tar

iffs. 

16 Many of these assertions are documented in a comparative analysis of US and Canadian 

cities by Goldberg and Mercer (1986). Of particular importance here are the destructive 

effects ofintra-urban expressway construction on inner cities in the US, which are largely 

absent from Canadian cities. 

17 Empirical evidence on the variability of urban and regional growth rates in Canada over 

time is provided in Preston and Russwurm (1980), Robinson (1981), and Simmons and 

Bourne (1989). 

18 Although precise estimates of the total population living in each of these settlement types 

are not available, settlement types 1, 2, and 3 would include no more than 20% of the pop

ulation; types 4, 5, and 6 about 25%; types 7, 8, and 9 about 45% and types 10, 11, and 12 

perhaps 10%. 

19 The results of these studies are summarized in MSUA (1975) and Gertler and Crowley 

(1977). 

20 Of particular interest here are the results of the work of an interdisciplinary group at York 

University, as reported in Atkinson (1982), Greer-Wootten and Velidis (1983), and 

Lotscher (1985). 

21 Roberts (1974), for instance, provided the initial comparative evaluation of the images 

that Canadians hold of their cities as places to live. 

22 For example, in 1941 only 8% of farm dwellings had a flush toilet, and 20% had electric 

lighting, compared to over 80% and 90% respectively for dwellings in urban areas. The 

latter proportions also increased directly with the size of the urban place. 

23 A simple index would be the proportion of suburban dwellings linked to municipal sewer 

and water systems in 1946 compared to the present. 

24 Hodge and Qadeer (1983) provide an extended discussion of the relative attractions of 

small towns and large cities. 

25 It is useful at this point to clarify the terms "central city" and "inner city:' Central city 

refers to the principal (usually the largest) municipality within a census metropolitan 

area, and its boundaries are the limits of its political jurisdiction. The relative size of the 

central city typically depends on its age and when it ceased to annex surrounding territo

ries. In Canada, the central city may include as little as 17% of the total metropolitan area 

population (Toronto) or as much as 95% (Calgary). The inner city refers to older residen

tial areas near the downtown core and is commonly defined to include those areas in 

which the housing stock dates predominantly from before World War II. The boundaries 

of the inner city are therefore somewhat arbitrary. 

26 Discussions of these research challenges are given in Lithwick (1983), Coffey and Polese 

(1987), and Savoie (1992). 

27 Continued high rates of new suburban construction in slow-growth metropolitan areas, 

as in the US, might further erode the central city housing stock. 

28 Lynch (1981) offers an explicit set of criteria for evaluating urban form in general. 



CHAPTER SEVENTEEN 

Neighbourhood Differentiation and Social Change 

Francine Dansereau 

THAT NEIGHBOURHOODS develop in varied ways reflects their complex char
acter. 1 A neighbourhood is a physical setting, defined through density, land-use 
or building form, and access to urban services and amenities. In terms of popu
lation composition, behaviour patterns, and activity spaces, it is a social reality 
which takes on a symbolic dimension in the images and expectations held by 
residents and outsiders. Finally, a neighbourhood is a local economy, in which 
the real estate market sorts social groups on the basis oflifestyle preferences and 
ability to pay, in accordance with general views on the area's economic prospects 
and viability. These dimensions interact to create diverse housing opportunities 
and constraints for people living in different locales. 

An urban area reflects and responds to changes in society as a whole, accord
ing to its own character and internal dynamics. Among such changes, three 
types are of interest in this chapter. One concerns the ways in which people form 
households; that is, socio-demographic and life-style patterns. A second relates 
to shifts in the distribution of economic activities, occupations, and incomes 
which have accompanied the gradual move to a post-industrial economy. A final 
set of changes is linked to the post-war immigration into larger centres that has 
transformed the ethnic fabric of many neighbourhoods. The manner in which 
these broad changes influence neighbourhood differentiation is shaped by the 
social and economic histories and cultural patterns of each city. 

One mediating influence concerns the different paths taken by urban regions 
in housing provision and community planning. Notable differences are found 
across Canada in neighbourhood mix of building and tenure types, the form 
and location of new housing, especially social housing, and the extent of public 
involvement in planning and development. To illustrate, consider how the size 
and location of the low-income housing stock affected the evolution of central
suburban disparities in Montreal and Toronto. In Toronto, with its strong met
ropolitan government, public housing - including some high-rise projects - was 
largely decentralized to the outer suburbs, while Montreal has favoured the 
infilling of small-scale projects within the central city. 2 
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FIGURE 17.1 Age composition in central city and CMA: Selected 
cities, 1951-1981. 
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SOURCE: Published reports of the Census of Canada, various years. 
NOTE: 1981 data for Winnipeg omitted because of near-coincidence of city 
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FIGURE 17.2 Household composition in central city and CMA: 
Selected cities, 1951-1981. 
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Neighbourhood Differentiation: Continuity and Change 

From the earliest studies of internal differentiation in Canadian cities, the spa
tial patterns of three dimensions of population characteristics have been useful 
for exploring social change: life-cycle, socio-economic status, and ethnicity. 
These are examined below. At the same time, there is an overlap among these 
dimensions: falling into a group - be it the elderly, newly-formed households, 
lone-parent families, or a particular category of immigrant - is likely to imply a 
distinct socio-economic position. 

LIFE-CYCLE 

The spatial distribution of "life-cycle" attributes - for example, family size, fam
ily composition, and age - has usually been found to follow a concentric pattern 
in post-war Canadian as well as other large North American cities. Early post
war suburbanization resulted in a concentration of families and children in low
density suburbs and in a rising proportion of non-family, elderly and newly
formed households in higher-density central areas. 

Figures 17.1 and 17.2, showing Central City/CMA differentials for selected 
ages and household types, exemplify these patterns. 3 For most CMAs, the rela
tive surpluses of non-family households in central cities increased rapidly in the 
1950S, grew less quickly in the 1960s, and eventually stabilized (or, in Toronto 
and Vancouver, even decreased) in the 1970s. 

The over-representation of the elderly and under-representation of the 
young in central cities have followed a similar trend. Again, only Vancouver 
and Toronto showed a halt in the relative aging of central city populations in 
the 1970S. Nonetheless, a few figures demonstrate that the elderly are now an 
integral part of suburbia. In Montreal in 1976, 51% of the CMA population 
aged 65 years or over lived in areas built-up after 1961. For the same year the 
Social Planning Council of Metropolitan Toronto (1979) pointed out that 44% 
of the Metro population aged 75 years or over were to be found in the outer 
municipalities. 

SOCIO-ECONOMIC STATUS 

While the persistence of an inner-city ring of economically-deprived house
holds has been noted, affluent households have not systematically exhibited a 
corresponding tendency to cluster in an outer ring. Instead, income, occupa
tion, and education have been found to vary by geographic sectors rather than 
rings. 4 Such sectors are typically delineated by topographic features, by socio
physical barriers such as the "right and wrong side of the track" or of a main 
artery (for example, Bloor Street in Toronto, Sherbrooke Street and Blvd. St. 
Laurent in Montreal), or by the initial elite or working class character of a neigh
bourhood onto which later developments have been grafted. These divisions 
have also, in many cases, been entrenched in municipal boundaries. 



Neighbourhood Differentiation and Social Change 295 

Table 17.1 
Canada, 1951-1981, selected cities: 

Percent of male labour force by selected occupations, 
and female participation rate, central city and CMA 

(a) Selected occupations as percent of male labour force> 

Managers & 
professionals Blue collar White collar 

1951 1961 1971 1981 1951 1961 1971 1981 1951 1961 1971 1981 

Toronto CMA 21 25 22 29 47 45 44 39 31 28 34 30 
City 21 18 21 32 58 52 43 35 20 30 35 32 

Montreal CMA 19 23 22 28 51 48 41 39 30 28 36 32 
City 17 19 17 24 51 51 44 40 31 30 38 35 

Vancouver CMA 18 24 18 27 47 46 44 41 30 26 33 29 
City 18 23 19 27 45 45 42 37 33 29 36 33 

Ottawa-Hull CMA 22 28 31 37 38 35 30 26 39 35 37 35 
City 26 31 34 40 32 30 26 22 42 38 40 36 

Edmonton CMA 19 24 20 27 47 45 43 44 31 28 33 26 
City 20 25 21 27 45 44 43 45 32 28 34 26 

Winnipegt CMA 18 21 20 26 49 47 43 41 32 30 35 30 
City 17 19 18 48 49 46 32 30 34 

Quebec CMA 17 22 22 32 48 45 36 32 31 31 40 34 
City 20 20 19 29 45 43 36 31 34 36 44 39 

(b) Female labour force participation rate:!: 

1951 1961 1971 1981 

Toronto CMA 35 39 49 61 
City 38 45 53 61 

Montreal CMA 31 32 38 51 
City 32 36 41 51 

Vancouver CMA 28 32 43 56 
City 31 37 48 57 

Ottawa-Hull CMA 33 37 46 58 
City 36 40 49 58 

Edmonton CMA 30 37 48 62 
City 31 38 49 63 

Winnipegt CMA 33 38 47 57 
City 36 42 48 

Quebec CMA 29 31 36 50 
City 32 36 38 47 

SOURCE Published reports of the Census a/Canada, various years. 
• See text for definition of categories. Direct time changes cannot be inferred from these figures 
because of changes in grouping of occupational categories between census years. Percentages are 
relative to total employed male labour force. 
t City percentage omitted for 1981 because of near-coincidence of city and CMA limits. 
:J: Females ages 15-64 in labour force/total females ages 15-64. 
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A brief look at the evolution of Central City/CMA differences in occupa
tional 5 structure (Table 17.1) and incomes (Table 17.2) illustrates how the 
redressing of the central-peripheral balance has been reinforced, especially in 
cities whose functions as national or regional service centres have grown most 
rapidly (as signalled by Balakrishnan and Jarvis (1979) for 1971). Toronto stands 
out as the exceptional case. In 1981 male workers residing in the central city were 
more likely to be managers or professionals, or white collar workers, than were 
men living elsewhere in the CMA; indices related to income have also increased, 
contrary to the changes observed in other urban regions (Table 17.2). Such shifts 
in occupational structure reverse a tendency, initiated in the 1950S, for such 
workers to flee the central city; indeed, the opposite trend is evidenced as early as 
1971. By comparison, the slower development of office and high-level manage
ment activities in Montreal over the past decade is reflected in a modest narrow
ing of the gap between the central city and its periphery - the latter still retaining 
a higher occupational status. 

What stands out from this overview is the inappropriateness of traditional 
centre-periphery dichotomies as frameworks for analyzing neighbourhood dif
ferentiation. The notions of middle-class suburbia and a working-class (or 
«underclass") inner city have been rendered obsolete by the movement of indus
try to the periphery - especially in fast-growing cities - and by broad changes in 
employment structure and in the relative benefits associated with different 
occupations. Diversification is not new, but it is taking on a heightened signifi
cance, creating new lines of demarcation within cities. 

ETHNICITY 

The ethnic make-up of Canada's large urban centres has changed since 1945. In 
1951 barely one-quarter of the population in Toronto and Vancouver was of eth
nic origin other than British or French (Table 17.3). By 1981 this population was 
in the majority in both cases (in Prairie cities, ethnicity other than British or 
French also characterizes a majority of the population, but this is the result of a 
history which goes back much further). In Montreal, the increase has been more 
gradual (from 13% to 24% between 1951 and 1981), while the populations of Que
bec and of Atlantic Canada's major centres have remained homogeneous, with 
the exception of Halifax. 6 

Since 1945, and more so over the last two decades, immigration has been fun
nelled into the large cities, thereby contributing to their vitality. Immigrants are 
young and tend to have higher fertility rates than do the majority. They are hard 
workers and invest heavily in residential property, which for them is both a 
means of economic advancement and a symbol of success. 7 As new arrivals, 
often forced to start at the bottom of the ladder, immigrants are more likely than 
others to be concentrated in the inner cities; there is an overlap between areas of 
low socio-economic rank and those that are strongly ethnic - especially in the 
case of new arrivals employed in unskilled jobs (see maps in Hill 1976). The 
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Table 17.2 

Central City/CMA income ratios*: Selected CMAs, 1951-1981 

Average family income Average male employment income 

1961 1971 1981 1951t 1961 1971 1981 

Toronto 0.85 0.89 0.96 0·95 0.83 0.86 0·94 
Montreal 0·93 0.88 0.85 0·98 0.91 0.86 0.80 

Vancouver 0.98 0.98 0·96 0·99 0·94 0·93 0·90 
Ottawa-Hull 1.06 1.03 1.02 1.03 1.05 1.00 0·97 
Edmonton 0·99 1.00 1.00 1.01 1.00 1.00 0·97 
Winnipeg:!: 0·96 0·90 0·98 0·94 0.89 
Quebec 0·96 0·91 0.86 1.01 0·93 0.88 0.84 

SOURCE Census afCanada, various years. 
* Indices apply to family income, rather than household income, and male employment 
income, instead of total employment income, because these are the least influenced by 
changes in household and male/female labour force compositions. 
t Calculations based on median instead of average income for 1951. 
:j: 1981 data omitted for Winnipeg because of almost total coincidence of city and CMA 
limits. 

Table 17.3 
Central City/CMA differences: ethnicity and immigration indicators: 

Selected CMA, 1951-1981 

% of population of ethnic origins % of population born 

other than British or French outside Canada 

1951 1961 1971 1981 1961 1971 1981 

Toronto CMA 24 36 40 51 33 34 38 

City 28 40 50 51 42 44 43 
Montreal CMA 13 18 20 24 15 15 16 

City 15 21 25 30 17 19 23 
Vancouver CMA 26 34 37 49 29 26 30 

City 26 37 44 68 35 34 40 
Ottawa-HullcMA 9 15 16 26 12 12 14 

City 11 19 20 32 16 16 20 
Edmonton CMA 38 48 48 55 23 18 21 

City 38 48 49 57 24 19 22 

Winnipeg CMA 41 47 48 56 24 20 19 
Cityt 45 52 54 29 25 

Quebec CMA 2 2 4 2 2 2 

City 2 2 5 2 2 2 

SOURCE Published reports of the Census afCanada, various years. 
t See note to Table 17.1. 
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Table 17.4 
Overall ethnic diversity and residential segregation 

indices for selected ethnic groups: 
9 largest CMAS, 1961-1981 

Ottawa-
Toronto Montreal Vancouver Hull 

1961 1971 1981 1971 1981 1971 1981 1971 1981 

British 30 32 27 50 46 15 17 45 37 
French 17 19 20 50 48 18 21 56 57 
German 11 16 19 37 41 16 16 25 27 
Italian 51 56 50 57 56 46 45 48 48 

Jewisht 72 73 74 83 83 52 56 49 50 

Ukrainian 37 34 34 44 48 18 16 31 33 
Netherlands 23 30 32 + 57 22 25 33 35 
Scandinavian 16 24 34 + 67 12 16 31 37 
Polish 38 38 39 42 44 18 21 25 34 
Aboriginal peoples + 45 + 45 42 39 + 41 

Ethnic diversity 
index 60 65 78 55 56 63 76 64 73 

SOURCES For 1981: Bourne et al. (1986); for 1971: Hill (1976); for 1961: Richmond (1972) 
for Toronto and Driedger and Church (1974) for Winnipeg. See Bourne et al (1986, 
58-59) for description ofindices. Larger index value means greater segregation or 
ethnic diversity. 
t Index calculated on the basis of religious affiliation. 
+ Index not calculated because of insufficient numbers in ethnic group. 

groups predominating in the classical "reception areas:' that is, typically multi
ethnic enclaves located in older districts, have changed over time. But the funda
mental role of these areas remains - helping new arrivals to make the transition 
and channelling successive ethnic groups into distinct tracks of employment 
and entrepreneurship. Housing conditions in such enclaves are often mediocre; 
physical deficiencies, overcrowding, rooming-houses, and doubling-up are 
more common than elsewhere. 

When ethnic groups eventually relocate, some of those that are of "critical 
mass" tend to re-concentrate in new neighbourhoods. Such is the case, for 
example, for Jewish and Italian populations in cities like Montreal and 
Toronto. 8 Ethnic segregation is, then, an enduring feature of most of Canada's 
large cities, and some studies have illustrated that this ethnic segregation can be 
explained only partly by differences in socio-economic level or by the elapsed 
time since a group arrived. 9 The Jewish or Italian municipalities best exemplify 
this. 10 Even though they have been in the country for a long time, some visible 
minorities have not succeeded in breaking the double barriers against social 
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Table 17.4 continued 

Edmonton Calgary Winnipeg* Quebec Hamilton 
1971 1981 1971 1981 1961 1971 1981 1971 1981 1971 1981 

British 14 12 10 8 24 21 29 21 16 15 
French 17 15 11 15 57 39 39 28 23 18 18 
German 15 15 11 10 48 19 20 31 39 14 17 
Italian 45 41 35 33 39 34 + 39 38 37 
Jewisht 59 65 48 49 62 69 72 + + 59 68 
Ukrainian 22 20 10 11 56 31 28 + + 21 22 
Netherlands 20 22 17 17 22 25 + + 34 34 
Scandinavian 10 14 10 14 47 15 18 + + 23 32 
Polish 19 20 15 17 59 25 28 + + 29 28 
Aboriginal peoples 37 37 44 36 49 49 + 61 + 52 
Ethnic diversity 
index 75 85 66 77 76 77 86 13 12 60 69 

+ Index not calculated because of insufficient numbers in ethnic group. 
t Index calculated on the basis of religious affiliation. 
:j: Winnipeg's indices for 1961 calculated in reference to British origin population 
rather than to total population (used for tabulation of all the other indices shown). 
Comparisons of the values of the indices between 1961 and 1971 are therefore 
precluded for Winnipeg. 

mobility and residential integration; this is especially true of Aboriginal peoples 
in the western provinces and of blacks in Halifax, who remain "captive" popula
tions in declining inner-city areas (Krauter and Davis 1978). 

Over the past decade, the relative over-representation of people born outside 
Canada in central cities has generally continued or increased, except in Toronto 
(Table 17.3). The over-representation of ethnic minorities has diminished in 
Toronto. This may reflect the fact that Toronto's central core has been exten
sively gentrified, forcing immigrant workers and especially the new arrivals to 
seek out more affordable accommodation in the suburbs. 11 Immigrants are also 
drawn toward the suburbs by the extensive decentralization of manufacturing 
in the Toronto region and by its well-developed public transportation system. 

Thus, for various reasons - be it deliberate choice, economic constraints, a 
lack of linguistic skills, or discrimination by the dominant groups - ethnic 
neighbourhoods have grown and multiplied over the last few decades. For many 
groups, segregation in large cities, far from decreasing, actually remained the 
same or even increased from 1971 to 1981 (Table 17.4). These indications do not 
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necessarily reflect barriers to social or residential mobility, but they do indicate 
that ethnicity continues to be important in neighbourhood differentiation. 

Inner-City Revitalization and Decline 

Up to the mid 1970S most discussions about the evolution of the inner city 
revolved around population decline, the exodus of families, and growing obso
lescence and disinvestment in housing and public facilities. Since then, the revi
talization of inner-city neighbourhoods has captured the interest of the media, 
public authorities, and urban affairs professionals. What has taken place, and 
why the shift in perspective? Revitalization implies neither the repopulation of 
central neighbourhoods nor a return oflarge numbers of suburbanites. Rather, 
this term refers to private re-investment in housing and commercial activities 
and to the subsequent transformation of neighbourhood social composition. 
Revitalization is often equated with the rehabilitation of older housing. How
ever, redevelopment operations and new in fill projects have also contributed to 
urban revitalization in some cities, such as Vancouver and Edmonton. 

One may contrast current forms of urban revitalization to the "bulldozer" 
urban renewal efforts of the 1960s, citing differences in methods employed and 
in the scale and visibility of public investment. However, there are also connec
tions between them; urban renewal programs laid the groundwork for urban 
revitalization by eliminating slums and by reinforcing the commercial and cul
tural attributes of the central core. Halifax exemplifies this connection. Simi
larly, public assistance for housing rehabilitation and neighbourhood improve
ment influenced re-investment in central neighbourhoods by private develop
ers and middle-class households. 

Who are these re-investors or "whitepainters" as they were first termed in 
Toronto? The current image is that of the "yuppie:' living alone or without chil
dren and attracted by the diversity and excitement of city life. This stereotype, 
however, overlooks the variety and, at times, marginal forms of re-investment. 
Family households 12 (including single-parent families headed by women) and 
professionals of modest means or insecure economic situation have been 
reported in gentrifying areas of some Canadian cities (Rose 1984). In the stage 
theory of gentrification (Pattison 1977), such anomalies represent only the first 
stirrings of a process initiated by "risk oblivious" innovators, but inescapably 
leading to a new homogenization of neighbourhoods favouring "risk averse" 
respectable professionals. This conceptualization is too narrow; re-investment 
attracts participants from a variety of social levels, including both newcomers 
and long-time residents. 13 

What causes urban revitalization? Economic factors related to the housing 
market, such as the rise in new house prices or in the cost of energy, are not as 
important as socio-demographic and lifestyle changes: for example, the 
increases in one-person households and in double-income or childless couples. 
The repercussions of these latter changes have been particularly strong in cities 
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that have also seen an intensification of their service sector. Such cities attract 
many young professionals and non-traditional households. Conversely, slow
growth cities whose economy is essentially based upon manufacturing (such as 
Windsor) have seen little revitalization activity, and decline there remains the 
principal problem of the inner city. 

However, post-industrialization has been accompanied by a dualization of 
the labour market. In high-growth sectors such as finance, insurance, and real 
estate, low-level jobs are increasing more rapidly than are planning and super
visory functions. 14 This dualization adds to the existing division of the labour 
market evidenced in Montreal and Toronto, where traditional light industries, 
drawing heavily from among poorly-paid immigrants, continue to occupy an 
important place. It is in the interest of both workers and employers within such 
industries to keep jobs and homes in the central city, in contrast to heavy indus
try where economic forces have dictated a relocation to the suburbs. 

At the moment, in certain revitalizing neighbourhoods, this duality and divi
sion are being translated into a residential co-existence of groups from different 
segments of the labour market. 15 The waiter, the free-lance artist, the journalist, 
and the university professor live side-by-side with the hospital maintenance 
worker, the immigrant shopkeeper, and garment worker. In other words, segre
gation may well have been reduced in many cases. The main problem is the pre
cariousness of such delicate balances and the threat of eviction as a result of 
demolition or repossession. Vancouver has had high demolition rates (Ley 
1986). The conversion of rental housing into condominium units has been 
banned or severely controlled by most provinces since the mid 1970S, but it is 
still a threat in some cities. In Montreal, for example, there has, until the end of 
1988, been no control over the use of undivided joint ownership to repossess a 
dwelling in buildings ofless than five units (approximately 50% of the Montreal 
housing stoCk).16 Finally, conversion also operates in roundabout ways in 
buildings emptied of their inhabitants for the purposes of renovation. 17 

The rise in home ownership, which has accompanied revitalization of the 
inner city, constitutes a direct threat to renters, especially where the stock of 
moderately priced single-family housing is scarce. Tenants are exposed to 
repeated evictions or run the risk of finding themselves in suburban apartments 
where, in exchange for a possible improvement in the quality of their dwelling, 
they suffer in terms of affordability or accessibility (see Hodge 1981; Saint-Pierre, 
Chau et Choko 1985). The most underprivileged eventually swell the waiting 
lists for subsidized housing. A second threat involves gradual rent and house 
price increases that nevertheless lead to the displacement of households with 
limited means. The transformation of the commercial infrastructure and of the 
social fabric of revitalizing neighbourhoods also encourages departures because 
of the erosion of feelings of belonging and due to a growing "cultural disso
nance:' 

Rather than exacerbating private market tendencies by grants directed 
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towards the housing stock, public policy should moderate and control central 
city re-investment. Public support could be withdrawn from already sought
after neighbourhoods and redirected to zones where the market is less active. 18 
This would eventually run the risk of producing new areas of gentrification, but 
their proliferation might well reduce pressures on existing areas. Policies 
designed to retain industrial employment within the inner city can similarly 
serve as a counterweight; this has been done with some success, in conjunction 
with neighbourhood improvement initiatives, by the City of Toronto. It is also 
necessary to strengthen renters' security of tenure; and, finally, rather than con
tinuing to give assistance indiscriminately, certain groups with a direct interest 
in remaining in central neighbourhoods should be targeted - students or young 
labour market entrants, elderly persons, and so forth. In the same spirit, projects 
run by cooperatives or non-profit organizations, and which serve to stabilize 
inner-city neighbourhoods, should also be given priority. 

Yet while revitalization proceeds apace, the fabric of particular areas, or even 
the entire central core, of certain cities continues to be eroded. The inner city of 
Winnipeg, for example, continues to deteriorate, except for the few neighbour
hoods that have been redeveloped or designated as historic preservation areas 
(McKee, Clatsworthy and Frenette 1979; Lyon and Fenton 1984). In many 
medium-sized cities, NIP and RRAP were the only support for any form of pri
vate re-investment whatsoever, and some municipal and provincial govern
ments have not stepped in to fill the void upon termination of those programs. 

A full range of inner-city neighbourhoods - declining, stable, revitalizing, 
undergoing massive redevelopment - still exists even in cities where revitaliza
tion has been extensive. For example, Strathcona in Vancouver or Kensington in 
Toronto are still declining zones or, at best, non-improving ones. In these latter 
cities the number and size of revitalizing areas have considerably increased, and 
several neighbourhoods have changed position, moving from the "stable" cate
gory in 1971 to "revitalizing" in 1981. In Montreal, increases in social status have 
been visible mostly in white collar or upper-middle class neighbourhoods, while 
several working-class neighbourhoods that were stable or declining in 1971 have 
lost ground. 

The disparities between and even within older neighbourhoods are consider
able and reflect a polarization of neighbourhoods in central areas. Solutions 
must be fine-tuned to each case. Local housing stock characteristics (tenure, 
size, and feasibility of conversions into smaller or larger units) require strategies 
and tools which can be developed and adjusted at a decentralized level to mini
mize the adverse effects of revitalization on low-income households. 

Diversification of Suburbs 

While the revival of inner-city areas has attracted much attention, almost noth
ing (with the exception of the 1979 study by the Social Planning Council of Met
ropolitan Toronto [I979b)) has been written on its hypothetical counterpoint: 
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disenchantment with, or deterioration of, living conditions in the suburbs. In 
general, post-war suburbs have aged rather well, contrary to the situation in 
France, for example, where large social housing projects, built in the suburbs 
from 1945 to 1960, have now become the primary target of national housing 
rehabilitation policies. 

Except in the case of single-industry (or resource) towns suffering from eco
nomic difficulties, suburban neighbourhoods with depressed real estate mar
kets and in the midst of a downward spiral are rarely seen in Canada. Problems 
related to the renewing of infrastructures or the renovation of commercial arte
ries are not infrequent, but the overall physical condition of suburban neigh
bourhoods presents few causes for alarm. Quite the contrary, trees have grown, 
hiding the often-criticized mediocrity of standardized houses, and households 
have invested much money and energy in improving their dwellings and in 
adapting them to their changing needs (see Teasdale et Wexler 1986). Services, 
too, have been developed, so that the present resident of a typical Montreal sub
urb, built twenty-five to thirty years ago, is likely to find all the necessary services 
within a ten minute walk from home (Mathews 1986). 

SINGLE-FAMILY SUBURBS 

This reassuring diagnosis applies primarily to suburbs composed of owner
occupied single family dwellings. The principal problems are to be found in cer
tain suburbs established in the period 1945-60 whose housing stock has 
remained unchanged. Such communities exhibit a distinct aging syndrome (by 
comparison to CMA-Ievel data): an over-representation of households nearing 
retirement age, with children over 18 years of age still living at home, and an 
under-representation of pre-school children. A series of mismatches between 
the new needs of this population and the available neighbourhood services may 
be cited: inadequate transit facilities and a lack of places for socializing among 
the retired or those in the later years of adolescence, under-utilized schools, and 
a lack of after-school child care in relation to the number of working mothers. 

The housing stock, too, would benefit from adaptation: for instance, the 
transformation of existing houses (subdivision, accessory apartments, and 
granny flats); construction of smaller dwelling units in townhouse or low-rise 
apartment clusters for households wishing to age in place, while freeing them
selves from the burden of maintenance; and construction of low-rise condo
minium or cooperative projects, with common facilities, to suit the needs of 
single-parent families. These are examples of solutions designed to increase the 
flexibility of the traditional suburban model. 

PERIPHERAL HIGH-DENSITY LIVING 

The picture is bleaker when one considers the case of apartment developments 
hastily built during World War II and up until the 1970S as a response to pro
grams designed to increase the stock of rental housing. The signs of physical 
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deterioration among the oldest buildings are evident. Significant too are certain 
areas oflow-rent housing built during the 1960s and 1970S on what was then the 
periphery of Montreal and Toronto, and which have already begun to be identi
fied as the new poverty pockets of our metropolitan areas (Social Planning 
Council of Metropolitan Toronto 1979; Dansereau et Beaudry 1986). 

In both cases, the result has been the concentration of households in a pre
carious economic condition and an increased local demand for social services. 
The concentration of families reliant on social assistance, the high rate of unem
ployment, and the characteristically unskilled labour force are the principal 
signs of precariousness. In addition, some of these concentrations have become 
reception areas for recent immigrants. These situations are worrisome in that 
they sometimes involve the spatial segregation of dependent groups into loca
tions of minimal accessibility, which reduces the possibility for entry or re-inte
gration into the economic fabric and the general life of cities. 

These conditions are certainly not the general rule and the urbanization of 
the suburbs also has its success stories. In many respects, suburbs have become 
self-sufficient in terms of services and job provision. The diversification of sub
urbs in terms of social composition and housing form is a problem only insofar 
as it leads to an uneven distribution between neighbourhoods or municipalities. 
If less affluent neighbourhoods continue to receive a disproportionate share of 
the economically marginalized, while the more affluent keep their privileged 
position, inequality and social tensions will inevitably be heightened. At 
present, little is known about the exact terms and consequences of the diversifi
cation of the suburbs. It is important to scrutinize the reality of the "suburban 
dream" and to assess the effect of suburban entry into the sphere of problems of 
social integration and inequality which, until recently, has been the domain of 
the older central city. 

Conclusion 

The diversity of neighbourhoods and of processes of neighbourhood change is 
obvious. Social and physical settings do not necessarily follow the same path nor 
change at the same rhythm. Neighbourhoods in different cities are subject to 
different pressures, depending on such factors as the rate of economic growth, 
the direction and composition of migration or prevailing attitudes towards 
social heterogeneity. Moreover, the influence of these factors may vary accord
ing to a city's economic structure or a zone's physical and social make-up: for 
example, an older city or newer urban centre; a single-family or apartment zone; 
the proportions of owners and renters. 

This diversity makes it difficult to render a general verdict on the progress 
accomplished over the last forty years. Overcrowding and unsanitary con
ditions have diminished. Slums have practically disappeared from the large 
cities as have instances of uncontrolled fringe development devoid of the basic 
infrastructure. Significant improvements have been made in the design of new 
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communities and in the integration of social and physical planning. Whole 
communities are no longer displaced in order to make room for skyscrapers. 
Still, in various respects, some neighbourhoods have become dysfunctional or 
less secure for some residents. The revitalization of inner-city areas is a good 
case in point: the physical environment has certainly improved, but the gains 
made by some households, in terms of accessibility or environmental quality, 
have created affordability and security of tenure problems for others. As a 
result, opportunities for residential choice and mobility have been seriously 
reduced for the latter. 

All things considered, it is difficult to establish whether everyone has partici
pated equally in the general improvement of neighbourhood conditions since 
1945. To answer this question, one might try to specify the environmental gains 
made, for instance, by the 75-year-old widow, the unemployed youth, and the 
lone mother with young children, in relation to those made by an Asian immi
grant, a construction worker, or a doctor. Even so, the results of such an exercise 
would remain of doubtful validity, since some household types or occupational 
categories existing today had no equivalent forty years ago. Others, such as large 
families, have virtually disappeared from the scene. The material conditions of 
some groups, such as retired people, have improved markedly in recent years, 
but their increasing weight in the population has brought them to the top of the 
policy agenda. In brief, a result of the profound changes in household and 
employment structure has been to produce new groups in precarious socio-eco
nomic situations, who bear little resemblance to the disadvantaged of past 
times. 

Another concluding remark concerns the desirability or feasibility of 
national neighbourhood policies. Should the federal government review the 
decision made in 1982 to pull out of intervention at the local level on the basis of 
equalization principles? Any program to assist neighbourhoods should provide 
maximum flexibility, given the variety of conditions and the need to monitor 
changes at a highly decentralized level. Furthermore, most of the problems 
raised in this chapter relate to the interaction between the built environment 
and social policy. This raises the complex issue ofintergovernmental relations as 
well as that of concerted action with nongovernmental organizations (NGOs) 
and citizens' groups. 

A useful direction is to develop guidelines or instruments for a continuous 
assessment of residential environments, which would be administered by mun
icipalities. In addition to data concerning households and dwelling conditions 
(similar to those provided by the US Annual Housing Survey) such an instru
ment could provide indicators of: (1) neighbourhood amenities or nuisances 
(such as open space, community services, transportation facilities, traffic, and 
sources of pollution); (2) housing market conditions (vacancy rates, rents and 
sales prices, investment in new construction and repairs); and (3) subjective 
evaluations by residents. A few questions might also be incorporated into the 
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Census questionnaire, in order to provide more insight into the fit between the 
characteristics of households and the environments in which they live. 

Notes 

1 For concise recent reviews of neighbourhood definitions, see Hallman (1984, 6); Grigsby, 

Baratz and MacLennen (1984, 15-18). 

2 The long absence of metropolitan government from the Montreal scene, and Quebec and 

Montreal's later entry into the field of social housing (thus benefitting from lessons 

learned elsewhere), might explain the latter orientation. 

3 In the 1971 and 1981 Censuses, a CMA is the main labour market area of an urbanized core 

(or continuously built-up area) having 100,000 or more population. CMAs are created 

by Statistics Canada and are usually known by the name(s) of municipal jurisdiction(s) 

forming their urbanized core. That municipal jurisdiction is referred to here as the Cen

tral City. In the 1961 Census, CMAs were delineated around municipal jurisdictions of 

50,000 or more population meeting certain population density and labour force compo

sition criteria; in total, CMAs still had to contain at least 100,000 persons. In the 1951 Cen

sus, a CMA is a group of communities which are in close economic, geographic, and 

social relationship. 

4 This "sectoral" model is not specifically Canadian, dating back to Hoyt's (1939) discus

sion of the spatial structure of 142 American cities from 1900 to 1936. See Hamm (1982) 

for a recent review of research testing the sectoral and concentric hypotheses in various 

cities around the world. 

5 The categories are as follows: 

• managers and professionals: managerial and administrative, teaching, medicine 

and health, technological, social, religious, artistic, and related occupations; 

• white collar: clerical, sales, and service occupations; 

• blue collar: processing, machining, product fabricating, assembling and 

repairing, construction trades, transport equipment operating, and "other" 

(including "not elsewhere classified") occupations; 

• primary: farming, fishing, forestry, mining, and quarrying, including oil and gas 

field occupations. (Table 17.1 does not show primary occupations, but these are 

included in totals.) 

6 Halifax has a long history of ethnic (including racial) diversity, as Canada's main port of 

entry on the Atlantic; however, the flow of migrants has decreased compared to Toronto 

and the western provinces in the last two decades. 

7 Unemployment rates are systematically lower and female labour force participation 

higher among immigrant groups, compared to the rest of the population. Holding two 

jobs is not uncommon. This explains the relatively high average family or household 

income of many groups in spite of low levels of qualification. Also, many immigrant 

groups have shown a higher propensity to become home owners and to engage in home 

improvements, compared to native-born Canadian of similar income levels in central 
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districts (Richmond 1972; Dansereau, research in progress on the Portuguese community 

in Montreal). 

8 In contrast, other categories of immigrants (for example, from Northern European ori

gin) are more likely to disperse. 

9 Darroch and Marston (1971), in particular, have shown that the internal social stratifica

tion of a number of large groups corresponded to differentiated areas of concentration, 

including suburban areas with high levels of segregation and "institutional complete

ness." This notion, spelled out by Breton (1964), refers to the degree to which various eth

nic communities tend to create and maintain distinctive organizations or institutions to 

satisfy a whole array of needs (such as education, jobs, medical care, food, and clothing), 

to mobilize the community's resources, and to express its specific character and interests 

through media or pressure groups. Institutional completeness tends to counter assimila

tion and, therefore, to foster residential segregation. 

10 The Francophonel Anglophone linguistic barrier also remains a powerful basis for isola

tion and for institutional completeness wherever both groups are of sufficient numbers. 

Montreal's "two solitudes" is a well established reality which needs no further elabora

tion here. There are, however, less obvious examples such as Winnipeg, where the role of 

"institutional completeness" appeared crucial in explaining the residential segregation of 

the French minority, compared to the Scandinavians or Germans. See Driedger and 

Church (1974) and Matwijiw (1979). 

11 In 1976 one-half of all immigrants to Canada from 1971 to 1976 (aged 5 years or over) had 

settled in Metropolitan Toronto's suburban municipalities: some of the "rapid growth 

districts" ranked among the highest reception areas (Social Planning Council of Metro

politan Toronto 1979, 175-93). 

12 See Ley (1986) for a synthetic review of various Canadian studies. This should not be a 

surprise in the Canadian context in light of the data provided by Goldberg and Mercer 

(1986), showing that Canadian cities tend to retain higher proportions of families with 

children than do their American counterparts. 

13 This variety has been stressed by numerous studies, including Phipps (1982), Bunting 

(1984), GIUM (1984). 

14 For a more detailed discussion of the polarization thesis, see Sassen-Koob (1984); Berry 

(1985) also argues the same theme. 

15 Villeneuve and Rose (1985) and Dansereau and Beaudry (1986) provide illustrations of 
these contrasts in Montreal's older districts. 

16 The gradual conversion of rental units to owned ones as renters move out (either sponta

neously or as a result of a combination of threats and of "offers that cannot be refused") 

has also spread to larger buildings. See Dansereau, Collin et Godbout (1981). 

17 Renovations with tenant eviction, conversions to condominium or co-ownership, and 

conversions of standard to short-term rental (pseudo hotels) have multiplied, affecting 

in total close to 9,000 units, from 1978 to 1985 in the city of Toronto (CMHC 1985C). 

18 This type of strategy has been put forward by McGrath (1982) who mentions that it has 

met some success in Boston, where the local administration has launched promotion 

campaigns to change the image of certain "neglected" districts. 



CHAPTER EIGHTEEN 

Social Mix, Housing Tenure, 
and Community Development 

Richard Harris 

CANADIAN PLANNERS and policy makers have only recently come to view 
social mix as a desirable goal. The idea that mixed neighbourhoods might bene
fit the working class, and indeed the community at large, was first applied by 
George Cadbury at Bournville (England) in the late 19th century. His project 
gave inspiration to the Garden City Movement and attracted attention in Can
ada. However, only in the late 1960s did social mix become a policy concern in 
Canada and a criterion by which housing progress might be measured. 

Mix became an issue because of perceived failures of segregated low-income 
housing. Problems arose almost immediately after the start of Canada's post
war public housing program. Proposals for low-income housing typically were 
opposed by local residents, especially home owners concerned about effects on 
local property values. Residents of these projects were often stigmatized. Geo
graphical segregation seemed to worsen the social isolation ofthe poor. To over
come the problem of social isolation, a new policy approach stressed social mix 
in the provision of subsidized housing for the poor. 

At the federal level, the main instruments of this policy approach were pro
grams for cooperative and non-profit housing, complemented by rent supple
ments in some provinces. Much of the discussion of social mix in Canada is set 
in the context of these programs (CMHC 1983a, 162-79; Vischer Skaburskis, 
Planners 1979a). The main purpose of the subsequent cooperative and non
profit programs (established in 1974 and substantially amended in 1978) was to 
provide subsidized housing to low and moderate-income households, and 
social mix was seen as a means to that end. 1 Politically, mix was to make subsi
dized housing more acceptable to recipient neighbourhoods; financially, it was 
to generate internal subsidies that would keep down project (and program) 
costs. 2 

In this context, social mix depends upon the availability of a range ofhous
ing, including a mix of housing tenures. In Canada today, a significant minority 
of households are unable to buy their own homes. Where the local housing stock 
is exclusively owner-occupied, low and moderate-income households tend 
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to be under-represented. As a result, planners must encourage both rental and 
owner-occupied housing in mixed communities (Heraud 1968; United Nations 
1978). Similarly, to preserve social mix, planners often must regulate changes in 
tenure composition. Such regulations are currently exerted in most Canadian 
cities, for example in regard to condominium conversions. 

The Definition of Social Mix 
To define social mix, it is necessary to identify the social groups for which segre
gation or mix is of concern. In the United States, most policies of social mix have 
focused upon ethnicity or race, and notably the location of blacks in relation to 
whites. In Canada, policy makers - and the directors of cooperative and non
profit projects - have been primarily concerned with the mix of household 
incomes. Target percentages of low and moderate-income households are 
usually established, these groups often being defined as the bottom (fourth) and 
third income quartiles respectively. 

Have concerns over ethnic and racial mix become more prominent in Cana
dian planning? To check this impression and others related to the subjects of 
social mix and housing tenure, in the spring of 1986, a mail questionnaire survey 
was conducted of the directors of 69 planning departments across the country. 3 

Ofthe 44 who replied, 12 thought that ethnic mix was an issue in their commun
ity. Seven of these worked for municipalities within the metropolitan areas of 
Toronto and Vancouver. In general, ethnic and/or racial mix was perceived to be 
an issue in cities that contained a significant number of visible minorities. Else
where, and in the majority of cases reported, ethnic or racial mix seemed not to 
be a current policy issue. In Canada, the "social" in "social mix:' with important 
local exceptions, still refers primarily to socio-economic position. 

SOCIAL MIX AND SOCIAL CLASS 

Although income determines the household's capacity to occupy or purchase 
decent housing, many social scientists do not view income per se as a basis of 
social stratification. Instead, they emphasize the importance of occupation, sta
tus, or class. There is disagreement as to the relative importance of these criteria, 
and how they should be defined. Some see social class as an economic phenome
non, while others view socio-economic status as being rooted in prestige (see 
Hunter 1982). Nevertheless, they share the view that income is significant mainly 
as a reflection of, or as a means of emphasizing, social differences. 

If a policy of mix is concerned to improve the situation of, or the relations 
between, social groups, it should be defined in terms of class or status rather 
than income. This is easier said than done. Class is difficult to distinguish, and 
ambiguities make it hard to implement a policy of mix. In dual wage-earner 
households, a further difficulty arises because many households are socially 
mixed. In 1974, for example, considering white and blue collar workers sepa
rately, three-fifths of all working wives were in a different class position from 
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that of their spouse. 4 To take account of the position of both, however, makes 
implementation cumbersome; hence, household income may be the preferred 
indicator in an operational definition of mix. If so, however, its imperfections 
should be recognized. The relationship between income and class is not simple. 
Not all members of the same class have the same income: in urban Canada in 
1982, for example, 14% of households headed by blue collar workers received 
incomes that put them into the bottom income quartile, while 25% were in the 
top quartile. 5 In this context, income mix will not necessarily produce social 
mix. A mixed-income project, for example, could be made up of exclusively 
middle-class people, and indeed a few projects have shown a marked middle
class bias. 

BENCHMARKS, EVIDENCE, AND THE PROBLEM OF SCALE 

To measure social mix, it is necessary to identify the relevant social groups, 
benchmarks, and scales. An empirical benchmark, such as the "social composi
tion of the metropolitan area;' has been used in some Canadian projects. The 
most notable of these were Vancouver's False Creek, containing about 1,800 
units built from 1975 to 1984, and Toronto's St. Lawrence project of 3,500 units 
built from 1977 to 1981 (Hulchanski 1984). In both, a compromise was struck 
between the desire to build a neighbourhood that was a microcosm of the city 
and the goal of housing a specific minimum number of low and moderate
income households. 

It has sometimes been implied that a metropolitan benchmark is the best. 
Such a view, for example, was implicit in the idea that St. Lawrence be a "typical" 
Toronto neighbourhood. In Toronto, however, and indeed in all cities, few 
neighbourhoods come close to being a social microcosm of the metropolitan 
area as a whole (Ng 1984). The typical neighbourhood is often homogeneous. 
Homogeneity, of course, might be viewed as a problem to be overcome. Even 
then, is the metropolitan area a useful reference point? Arguably the ideal mix in 
an inner city neighbourhood is different from that in a suburb. In demographic 
terms, for example, the latter might contain more families with children. 

Also important is the scale of analysis. Residential areas may be defined at 
many geographic scales, ranging from immediate neighbours - through the 
block, census tract and neighbourhood - to the municipality as a whole. Cities 
that are mixed overall can be composed of homogeneous neighbourhoods and 
blocks. Indeed, such a situation has probably typified Canadian settlements 
since at least the late 19th century (Sanford 1985).6 

Typically, social scientists have examined the extent of segregation rather 
than of mix. Fortunately, segregation has usually been defined as the opposite of 
mix. The most commonly used statistic has been the Duncan's "index of segre
gation" (Duncan and Duncan 1956). Varying from 0 to 100, it is usually inter
preted as the proportion of households in a social group that would have 
to move in order for the group's residential distribution to be the 



Social Mix, Housing Tenure, and Community Development 311 

Table 18.1 
Income segregation (%) using Duncan's index of segregation*: 

Selected Canadian cities, 1971 and 1981 

Lowincomet High income:j: All groups 

1971 1981 1971 1981 

St. John's 26 19 35 20 
Halifax 20 28 33 21 
Quebec 24 21 31 19 
Montreal 24 25 36 23 
Toronto 27 28 33 19 
Hamilton 25 29 28 20 
London 25 24 32 23 
Kingston 24 22 
Winnipeg 31 30 35 22 
Regina 23 29 38 19 
Calgary 30 27 33 18 
Vancouver 20 22 30 16 
Average 25 26 33 20 

SOURCE Computed from Census o/Canada (tract data). 
* See text for definition. Six income groups in 1971; seven groups in 1981. 
t 1971: $1-$1,999; 1981: $1-$4,999. 
:j: 1971: $15,000 and over; 1981: $35,000 and over. 

Table 18.2 

1971 

23 
20 
21 
22 
23 
21 
21 

23 
22 
23 
22 
20 

Home owners as percentage of all households in class: 
Urban and rural Canada, 1931 and 1979 

Urban Rural 
Class of household head 1931 1979 1931 

Owners and managers 58 72 
Middle class 41 64 
Working class 38 50 
Self-employed 56 64 
Other 60 47 
All classes 46 55 79 

1981 

15 
18 
16 

17 
19 
18 
17 
16 
18 
19 
19 
16 
17 

1979 

91 

85 
84 
94 
81 
87 

SOURCES Calculated from 1931 Census; tabulations from the 1979 Survey o/Social Change 
in Canada. See Harris (1986a, Table 5). 
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same as that of the rest of the metropolitan population. An index value of 0 

implies the complete inter-mixing of the group in question, while values of 0 for 
all groups would imply that all areas in the city were mixed. The index of segre
gation provides insights into changes in social mix. 

A serious limitation of existing research on segregation, however, is its lim
ited coverage. Analyses of segregation have concentrated on the period since 
1961. Larger urban centres have been given more attention than smaller settle
ments. Moreover, most studies focus exclusively upon the census tract scale of 
analysis. making it difficult to compare the amount of mix at various scales. 

Taking these limitations into account, social segregation characterizes all 
Canadian settlements at the tract scale. The most complete evidence is available 
for income groups. In 1971 the average index value across six income groups 
ranged from 0.14 to 0.25 among the twenty-one largest urban centres (Ray et al. 
1976.44-5). Typically, within each city, the most segregated groups were those at 
each end of the income spectrum. In Calgary. for example. index values for the 
top and bottom income groups were 0.33 and 0.30. respectively, with values for 
intermediate groups falling as low as 0.15. These figures indicate a low level of 
income mix at the tract scale. Since then. judging from the index values calcu
lated for 1981. the rich have become less segregated, while the poor have become 
a little more (Table 18.1).7 In general. however. there was not much change in the 
overall level of segregation between 1971 and 1981. 

Indeed. the amount of segregation does not appear to have changed much 
since 1981. This. at any rate. was the view oflocal planners who responded to the 
question: "is the amount of (income) mix increasing or decreasing in your com
munity?" Five planners thought that mix was decreasing at the neighbourhood 
scale. while eight thought that it was increasing. At the block scale. four thought 
that mix was on the decline, but only one thought it was on the rise. The major
ity were unable to identify any trend. In recent years, certain inner city neigh
bourhoods have become more mixed. As the income distributions of neigh
bourhoods such as Toronto's Don Vale reveal, gentrification has brought afflu
ent managers and professionals into close proximity with the working and 
welfare poor (City of Toronto 1984). Such dramatic examples of mix, however, 
are unusual and unstable. Overall, the level of income mix at the tract scale has 
changed little since 1945. 

The same is likely true for social mix, defined in terms of class or status. Indi
ces of socio-economic segregation can be calculated from occupational data on 
household heads in twelve metropolitan areas in 1981 (Table 18.2). These data 
pertain to occupation, rather than class, and to household heads rather than to 
all employed adults. In most cities the segregation index values were lower than 
those for income, ranging from about 0.06 to 0.20. 8 Overall, the pattern of vari
ation in terms of class is similar to that of income: the most segregated are those 
at each end of the class "spectrum": owners and managers on the one hand, and 
blue collar workers on the other. This pattern is broadly typical of every city, 
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regardless of size or regional setting. This accords not only with the Canadian 
indexes of income segregation for 1971 and 1981 but also with the evidence for 
socio-economic segregation in US cities, which dates back to 1950 (see Duncan 
and Duncan 1956; Marrett 1973). 

The Case for Social Mix 

A policy of social mix might be rationalized on democratic and paternalistic 
grounds. In democratic terms, governments might promote mix as a response 
to popular pressure, presumably from a group (or groups) that is being pre
vented from living in mixed neighbourhoods. In the US, this was arguably the 
impetus behind programs that promoted the desegregation of blacks from 
whites. Additionally, a paternalistic policy might be justified if policy makers 
could argue that, even in the absence of popular demand, mix would in fact ben
efit specific groups or the community at large. 

THE DEMOCRATIC CASE AND HOUSEHOLD CHOICE 

The democratic case depends on the existence of an unmet demand for mix. 
Little demand of this kind is apparent in Canada today. Only two planning 
directors considered that income mix was a "serious" local policy concern at 
either the block or neighbourhood scale, while a majority considered that it was 
not even a minor issue, and again at either scale. Social surveys confirm that 
popular support for mix is weak. The majority of middle-income people prefer 
to live in middle-income areas (Michelson 1977). There are good reasons for 
this. Similar people are more likely to share interests, views, methods of child
rearing, and patterns of public behaviour. Dissimilar people would have to cope 
with different, and perhaps mutually offensive, behaviour. This might account 
for the fact that those who are at "opposite ends" of the class spectrum are more 
segregated from one another than from intermediate social groups. 

People seem to care most about social homogeneity at the micro-scale, corre
sponding roughly to a typical city block, and to care about it least at the scale of 
the municipality as a whole. This is generally acknowledged. Within the False 
Creek and St. Lawrence neighbourhood projects, for example, distinct social 
(and tenure) enclaves were created. In the first phase of False Creek, market con
dominiums for owner-occupancy were clustered at one end of the project (HuI
chanski 1984, 157). In one of the more mixed enclaves, the early occupants were 
least satisfied, though this dissatisfaction may not have lasted (Vischer Ska
burskis, Planners 1979b, 109). The point should not be overstated. In private 
apartment buildings containing only a few rent-subsidized units, the assisted 
families have not been stigmatized (Ontario Housing Corporation 1983). But 
where such families are at all numerous, a fine mix is distinctly unpopular. 

There is disagreement, however, about the significance of mix at the neigh
bourhood scale. Even in Toronto, which prides itself as a city of neighbour
hoods, such areas are not now widely used by most people as arenas for social life 



314 Richard Harris 

(Wellman 1971). The social character of the neighbourhood is a matter of com
parative indifference to most households. In mixed neighbourhood-scale proj
ects, the existence of mix is widely acknowledged but not cited as a significant 
issue by project residents (Vischer Skaburskis, Planners 1979b, 98). 

The unimportance of mix at the neighbourhood scale can, however, be 
overstated. Home owners, as opposed to tenants, remain sensitive to those 
changes at the neighbourhood level which might adversely affect property val
ues (Michelson 1977; Vischer Skaburskis, Planners 1979a). This sensitivity has 
been demonstrated many times through community opposition not only to 
low-income housing but also to cooperative and market housing which 
threatens to bring strangers into the neighbourhood (Vancouver 1986). More
over, families with school-age children are sensitive to the social composition 
of their neighbourhood, and specifically to the family background of their chil
dren's peers. This is consistent with evidence that social mix does affect the for
mation of social networks among children (Andrews 1986). Although the evi
dence is inconclusive, it seems that few Canadian families would choose to live 
in a neighbourhood (and especially on a block) that was highly mixed in social 
terms. Patterns of segregation reflect in a sensitive way class divisions within 
society as a whole, and most people would not wish it otherwise. 

One possible exception should be noted. Low-income households have 
little choice where to live. They are also segregated. It is not clear whether, 
given the choice, they would live in more-mixed residential areas, although 
they do express dissatisfaction with the highly segregated environment of 
public housing (Ontario Housing Corporation 1983, 55). This may be espe
cially true of large projects in the larger cities. The absence of political pres
sure from this group does not necessarily mean that they are content with 
their present situation; it might simply reflect a belief that mounting such 
pressure would be a waste of time. Governments, of course, respond more 
readily to active than to latent political demands, but the latter should be a 
concern in any democracy. Whether low-income people would prefer to live 
in more-mixed neighbourhoods is an important topic for research and a 
potential policy concern. 

THE PATERNALISTIC CASE 

It can be argued that mix should be promoted even in the absence of popular 
demand. Mixed neighbourhoods might have effects of which their potential 
beneficiaries are unaware. Acting with foresight, the policy maker might serve 
the greater good. 

The paternalistic case for social mix has been made in particular and in gen
eral terms (Form 1951; Gans 1961; Keller 1966; Saldov 1981; Sarkissian 1975). 
Commonly today, it is suggested that mix is desirable as a means of ensuring that 
the poor receive the same government services as the more affluent and that in 
educational terms there is equality of opportunity. This argument has not been 
evaluated in Canada, but the US evidence suggests that there are other, and more 



Social Mix, Housing Tenure, and Community Development 315 

cost-effective, ways of ensuring equality of service provision than by enforcing 
social mix. Indeed, forced mix may create and exacerbate social tensions so that 
everyone, including the poor, loses out. 

A broad argument has been made that mix, by promoting mutual awareness 
and a shared use of facilities, can benefit the whole community. Again, most 
evaluations use evidence for the US (or Britain). This argument has substance 
when applied to ethnic mix, but the same is not true of socio-economic mix. 
Except among children (Andrews 1986), proximity does not have much effect, 
good or bad, on social interaction among groups that are dissimilar. Vischer 
Skaburskis, Planners (1979b, 54), for example, concluded that patterns of neigh
bouring and friendship formation in False Creek were much the same as those 
that might be expected in any new development. Evidently, mixed projects can 
"work:' With careful planning, they will not be stigmatized, while their resi
dents are likely to be content with their social environment (CMHC 1983a, 246; 
CMHC 1984a; Diaz-Delfino 1984). But, even at their best, they do not provide 
any clear social benefit. 

Social Mix as a Policy Goal 

At the scales of the block and neighbourhood, the rationale for social mix is 
weak. Most people do not want to live in a more mixed environment than their 
current neighbourhood of residence. Moreover, the paternalistic case for a pol
icy of social mix to promote social equality is at best ambiguous. Public housing 
showed that forced ghettoes are unpopular, but so is forced mix. A general pol
icy of social mix might do more harm than good. 

There are two specific contexts, however, in which an active policy of social 
mix makes sense. First, mixed projects are widely thought to be better than seg
regated low-income housing. The degree of segregation found in public housing 
is unacceptable to most communities and a source of dissatisfaction to project 
residents themselves (Ontario Housing Corporation 1983). Mixed projects work 
better and indeed, although evidence for the smaller projects is thin, the larger 
projects seem to work best. Of necessity, small projects must attempt to achieve 
mix at a fine scale, where social tension is most likely to arise. In contrast, the 
larger ones can accommodate fine-scaled segregation within a coarse-grained 
mix. Socially and politically, mixed neighbourhood-scale projects are a work
able means of delivering subsidized housing to needy households. 

A policy of social mix might also be justified at the municipal scale. Given 
that local governments depend upon the property tax, the absence of mix can 
lead to municipal inequities in service provision. Moreover, segregation at this 
scale can impose commuting costs on those least able to afford it, while increas
ing the aggregate costs of providing roads and public transit. These have already 
become policy concerns in some Canadian cities and, since the pressures for 
inner-city gentrification show no signs of slackening, they are likely to become 
more pressing over the next decade (Ley 1985). Here, an active policy of mix is 
justified. 
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Social Variations in Housing Tenure 

Because of social variations in housing tenure, a policy of social mix will require 
an analogous policy with respect to housing tenure. Since 1931 home ownership 
levels in Canada have fluctuated from 56% to 66%, with no long-term upward 
trend (see Table 1 to Chapter 3 and Harris 1986a). However, the rate in urban 
areas has generally increased, albeit unevenly, from 46% in 1931 to 56% in 1981. In 
this context, some classes have fared better than others (Table 18.2). These social 
differences in tenure position are due primarily to the affordability of homes to 
people in different classes. Income is important in enabling the household to 
save for a down payment and in qualifying it for a mortgage. In general, house
hold income is not only a convenient indicator of socio-economic status but 
also a determinant of tenure. Age, too, is significant in that, other things being 
equal, young adults are unlikely to have been able to save for a mortgage down
payment. When income and age are controlled, most of the class differences in 
ownership rates disappear (Harris 1986b). 

To understand this, it is necessary to examine more closely the question of 
tenure "preference." The great majority of households, in every class, would pre
fer to own a home if they could afford to do so. 9 Only those who move often pre
fer to rent, while even those who wish to avoid the responsibility of home main
tenance now have the option of condominium ownership. In April 1986, 14 of 
the 44 planners surveyed thought that there was "some" local concern about the 
frustration of home ownership aspirations, but the remainder could identify 
"little or no" concern of this kind. 

Among the poor, much more is at stake than the frustration of ownership 
aspirations. Gentrification has bid up rents in the inner city to the point where 
many households are spending over 50% of their income on rent (Social Plan
ning Council of Metropolitan Toronto 1983). Even worse, an increasing number 
of people who have been unable to find affordable accommodation are now 
homeless. Some of the more modest condominiums that have been built down
town may have helped a few moderate and middle-income households to stay in 
the central city. But to keep low-income households there, and to provide them 
with adequate housing, the urgent need is not for further assistance to home 
ownership but for the conservation and production oflow-cost rental housing. 
It is significant that, although none of the planners surveyed considered that the 
frustration of ownership aspirations was a "serious" concern in their municipal
ity, twelve thought that the unavailability of low-income rental housing was a 
serious issue. Four of the twelve represented municipalities in the Metropolitan 
region of Toronto, and all but two were from Ontario. 

The importance of tenure to a policy of social mix has been appreciated to 
some extent at the local level, most notably through the design of several munic
ipally-sponsored projects. In Ottawa, for example, the LeBreton Flats project 
built in the 1970S was designed to "accommodate and integrate a heterogeneous 
mix of home owners and renters of all income groups" among its 425 units 
(CMHC 1983a, 5). In False Creek and St. Lawrence, a combination of ownership, 
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market rental and social housing units - one-half of the latter being continuing 
non-profit cooperatives - have ensured a mix (Hulchanski 1984). Similar con
siderations guided the ill-fated 6,000 to 7,000 unit Ataratiri project in Toronto. 
The City's stated intention had been to create a mixed-income neighbourhood 
through the provision of a range of tenure types ("Council Approves" 1988). 

Although some of these individual projects constitute distinct neighbourhoods, 
they are not numerous enough to have an impact upon the social composition 
of entire municipal jurisdictions. At this scale, municipalities have made less 
effort - because they have fewer powers - to influence social mix through hous
ingtenure. 

Conclusion 
Although there is no case for making the achievement of social mix in residential 
areas a general policy goal in Canada, mix is important in specific contexts. It 
has played, and should continue to play, a role in social housing policy. Mixed 
projects are superior to segregated low-income housing. The most effective 
mixed projects are likely to be large, allowing mix at the neighbourhood scale to 
be achieved without forcing people to live next to people who are different from 
themselves. If exclusive low-income projects are to be built they should be small 
enough to have little visible or social impact upon the immediate neighbour
hood. The optimum size will probably depend upon the character of the area in 
question, being smaller among single family homes than among high-rises. 
There is no conclusive evidence that points to any specific maximum size, but in 
many areas a project of about twenty units seems to be a workable scale. 

Mix is also important at the municipal scale. Here, its immediate advantages 
are economic in character, but they have implications for social equity and com
munity development. Hitherto, local jurisdictions in Canada have not been 
characterized by a marked degree of segregation. In some cases, however, espe
cially among the larger metropolitan areas, this is changing. Although the pro
cess of gentrification has not turned inner cities into ghettoes for the rich, cur
rent trends indicate that mix will increasingly be a policy concern at this scale. 

To achieve social mix, it is necessary to develop and/or maintain a range of 
rented and owner-occupied dwellings. Tenure mix is one of the easiest ways of 
establishing social mix within specific projects. It is also effective in inhibiting 
any tendency for projects to become more homogeneous over time. At the 
municipal level, the preservation of current levels of social mix will depend 
upon the maintenance of tenure choice. This will not be a policy issue in most 
municipalities over the next decade, but in larger centres it will become even 
more important. Here, the tenure and housing affordability position of low
income households is the crucial and growing problem. Given the advantages to 
be derived from maintaining social mix at the municipal scale, there is a strong 
case for promoting inner city tenure mix. 

In pursuing such a course, governments will be handicapped by market 
forces and by entrenched tax subsidies {non-taxation of capital gains and 
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imputed rents) to home owners. The demand for inner city housing is strong 
and shows no sign of slackening. By increasing the level of home ownership, 
implicit home owner subsidies have made it more difficult to secure community 
acceptance of social mix. Reducing tax subsidies would assist the goal of pro
moting municipal mix, but such an action would have many ramifications and 
is most unlikely. Other, more direct means of promoting mix at this scale must 
be used. 

The choice of policy instruments to promote tenure and social mix at the 
municipal scale depends upon economic, as well as social and political, criteria. 
This is not the place for a thorough evaluation. From what is already known, 
however, it is at least possible to comment on the social acceptability of the pol
icy options at the neighbourhood level. Judging from past experience, the regu
lation of condominium conversions and apartment renovations will meet with 
little resistance because such policies tend to preserve the status quo. Unfortu
nately, passive policies of this kind have already proved to be inadequate. More 
active policies, however, will face more resistance. Attempts to encourage the 
more dense occupation of existing residential areas should have some effect in 
areas where high prices are already forcing first-time buyers to think about sub
dividing their homes. Such attempts will meet with opposition, however, espe
cially where they entail the influx of households with incomes that are below the 
current neighbourhood average. Small housing projects, even those that are 
mixed, are likely to fare no better unless they replace an undesirable land use or 
are placed in an area that already has a mixture of uses (Vancouver 1986, 14). 

In social terms, rent supplements and/or large projects like St. Lawrence and 
False Creek are likely to be more acceptable. Rent supplements allow subsidized 
housing units to be mixed in with the existing stock and seem to arouse little 
opposition even when subsidized units are recognized as such. Unfortunately, 
they depend upon the participation of private landlords who, for the most part, 
have shown little enthusiasm. Mixed, neighbourhood-scale projects would 
arouse opposition in existing residential neighbourhoods, but on vacant or 
abandoned sites this is not an issue. Such sites have been created by the loss of 
manufacturing employment from several inner city areas, the Massey lands in 
Toronto being a case in point. They offer a rare opportunity to build low-income 
housing where it is needed and without arousing strong community opposition. 
The problem here - exemplified by the cancellation of the City of Toronto's 
Ataratiri project - is the cost of environmental clean-up. If the price can be made 
acceptable, perhaps by ensuring that middle and moderate-income households 
pay full market costs, such projects offer hope that social mix within the Cana
dian inner city might be maintained, to the benefit of everyone concerned. 

Notes 

1 CMHC's evaluation of these programs treats mix as an implicit "additional objective." 

See CMHC (1983a, 160-81) and Hulchanski and Patterson (1984) 



Social Mix, Housing Tenure, and Community Development 319 

2 In practice, however, because some subsidies went to those who did not need them, 

mixed projects were costly. But this has less to do with the fact of mix than with program 

design and implementation. 

3 A copy of the questionnaire is available on request. I mailed it to the directors of 69 local 

planning departments on 27 March 1986. Departments were selected by a stratified sam

pling procedure that was intended to secure representation from city and suburban juris
dictions in settlements of all sizes and in all regions of the country. No particular bias was 
apparent among those who responded. In most cases, planning directors had delegated 

the task of completing the questionnaire to staff who were responsible for housing or 

community planning. 

4 Indeed, if homemakers constitute a class of their own, all households containing one 

wage-earner and a full-time homemaker are socially mixed. 

5 Income and home ownership statistics for social classes have been calculated from 

reported "class of worker" and occupational data (Harris 1986b, note 5). These "head

ship" data are open to the objection, discussed above, that the social position of the 

spouse is ignored. Personal data on the relationship between class and income (not 

reported) reveals a similar situation as that for households. 

6 No firmer statement is possible because of the lack of historical data. 

7 The index values for 1981 are not precisely comparable with those for 1971 since they per

tain to family income, rather than household income. Moreover, because they are 

estimated for seven income categories, rather than six, one would expect the resultant 

index values to be somewhat higher. In that context, the apparent decline in segregation 

among the most affluent may in fact be more considerable than a direct comparison of 

indexes would suggest. 

8 Five occupational groups were defined. For managers (managerial, administrative, and 

related), the city indexes averaged 0.19 and ranged from 0.17 in St. John's to 0.24 in Ham

ilton. Among the professional and technical (teaching, medicine, and technological), 

clerical, sales (sales and service), and blue collar (primary processing and machining), 

the city indexes averaged correspondingly 0.15, 0.07, 0.06, 0.15, and 0.13. When these 

broad categories were disaggregated into fourteen occupational groupings, index values 

ranged much higher, in cases exceeding 0.50. These data are not reported in detail but are 

available on request to the author. The indices of socio-economic segregation are for 

male-headed households only. 

9 Ina survey carried out in Toronto in the earlYl970s, Michelson (1977, 137) found that 81% 

of all middle-income tenants wished to live in an owner-occupied dwelling. The propor

tion among owners was even higher. 



CHAPTER NINETEEN 

Housing and Community Development Policies 

Jeffrey Patterson 

COMMUNITY DEVELOPMENT is a process and an end state (Compton 1971). As 
a process, it concerns people gaining control over their lives - often termed 
"empowerment" (Maslow 1954; Single Displaced Persons Project 1983). It also 
encompasses support for and facilitation of "citizen participation." As an end, 
the term describes various services relevant to the quality of life and includes 
government programs aimed at improving the quality oflife and ameliorating 
deprivation. 

Why has community development often become an integral part of govern
ment housing policies and programs? Why is it of concern to housing planners? 
As an end, the provision of community services relevant to the quality of life, 
certainly the planning for them, is a natural extension of housing programs. 
Community development is central to government housing programs because 
the adequate maintenance of housing depends on the efforts of whole commu
nities, and community efforts often complement, supplement, and increase the 
impact of government housing programs, reducing the public funds needed to 
achieve housing objectives (United Nations 1987,6). 

This chapter examines trends in availability, quality, and adequacy of com
munity services and facilities, focusing on the roles of governments. It also 
examines changes in the control which Canadians exercise over housing quality 
and choice and their lives in the residential setting. These discussions lead to an 
assessment of progress in community development and the role of housing poli
cies and programs therein. 

Meeting community development objectives and the interaction between 
housing and community development involves all levels of government and 
their respective programs and policies. All levels provide services. The provinces 
provide many of the services and facilities (either directly, by funding, or by reg
ulation), regulate land use, and set the framework within which local govern
ments plan land use and facilities. Municipalities are often responsible for plan
ning and for provision of services and facilities used in everyday life, for 
example, streets, sewers, water, public transport, education and recreation facil
ities and services, and social services. At the federal level, several government 
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departments, as well as CMHC, are instrumental in community development. 
As well, the federal government influences service provision through its spend
ing programs. With each level of government working independently toward its 
own community development objectives, as well as housing programs and poli
cies in many cases, description of the Canadian community development pro
cess is necessarily complex. In this chapter, only a few program and policy areas 
are highlighted. 

Origins of the Modern Urban Reform Movement 

Canadian housing and community development policies following World War 
II were conditioned by the housing situation, by economic and social events 
prior to 1945, and by Canada's cultural and institutional traditions. Early post
war housing policies responded foremost to the shortage of housing. In 1951, 1 in 
9 Canadian families would today be considered homeless in that they did not 
maintain their own dwellings (CHS 1985, Table 111). Over 1 in 5 households were 
crowded into too little space (defined by CHS as having more than one person 
per room). The perceived need to house and create immediate employment 
opportunities for returning soldiers as well as to create alternative employment 
opportunities for those who had been employed in munitions production also 
guided early post-war housing policies (Rose 1980, 5-7). 

Post-war housing policies were developed to a lesser extent in response to 
slums and the need to improve the adequacy and suitability of housing for the 
working class. 1 By the time of the Great Depression of the 1930S, urban condi
tions in large parts of Montreal were scarcely better than those described by 
Herbert Ames (1897, 18-29) at the end of the 19th century. The 1930S were per
haps harder for the working class of Montreal than in any other city in the nation 
(Copp 1974, 140). The need for slum clearance was seen as increasingly urgent, 
especially in Montreal and Toronto. 

While slum conditions of the working class were neither as prevalent nor as 
severe in Toronto as in Montreal, they nevertheless generated a will and resolve 
to ameliorate them in the post-war period (Lemon 1985, 81-112). The Bruce 
Report (Ontario 1934) recommended to Toronto's Board of Control that unfit 
slums be replaced with low-cost housing and that federal and provincial govern
ments subsidize Toronto's, and Canada's, first urban renewal initiative. In the 
following decade, conservatives and radicals debated how to ameliorate 
Toronto's slums. Conservatives called for renovation programs. In 1936, Toronto 
City Council passed Canada's first Standard of Housing By-law. By 1940,16,400 
loans totalling $5.6 million had been made in Toronto under the federal Home 
Improvement Loans Guarantee Act - from 20% to 30% of the commitments 
nationwide (Lemon 1985, 68). Conservatives also argued that slum clearance 
and the provision of subsidized housing for low-income households would 
result in a degree of class segregation that would be "even worse than the old feu
dal system" (Central Council of Ratepayers' Associations, quoted in Lemon 
1985,67). 



322 Jeffrey Patterson 

While they had no way of realizing their ambitions, reformers continued to 
view the renovation solution as inadequate. For them, the renovation solution 
was aimed more at creating employment than at improving housing condi
tions. 2 Reformers also sought a planned urban environment that would over
come the disorganization of slum life (League for Social Reconstruction 1935). It 
never occurred to the reformers that slum residents would oppose such action. 
It was intended that those dislocated be rehoused in superior housing at afford
able rents (Carver and Hopwood 1948). The Toronto Reconstruction Council 
was established in 1943, and in 1946 it published a report arguing for the need for 
subsidized housing, calculating that need at 50,000 units (Carver and Adamson 
1946). In December 1945, the reformers finally won their battle when Toronto 
City Council approved development of the Regent Park Rental Housing Project. 

COMMUNITY DEVELOPMENT AND CANADA'S SUBURBS 

A principal accomplishment of post-war housing policy, beyond the production 
of subsidized housing, the production of rental housing, and even the redevel
opment of slums, was the creation of Canada's suburban communities and 
housing developments (see Chapter 12). Of equal importance to the increase in 
numbers of new households accommodated in the suburbs was the onset for the 
next fifteen years of the "baby boom" and the fact that much of the new popula
tion was accommodated in family households (CHS 1985, Table lll). 3 

Aided by government policy at all three levels and encouraged by lending 
institutions, the development industry soon became dominated by corporate 
developers (Sewell 1976). New suburban developments were primarily settled by 
people under age 45 years and in their early years of child-rearing (Clark 1966, 
82-141). Settlers did not bring strong urban attachments with them. Primary 
loyalties were to family life and associations formed through work and child
rearing. Suburbanites sought fulfilment through family home ownership and 
the drive for open space (Thorns 1972, 111-25). There were costs: for example, in 
the loneliness experienced by women and the burden of mortgage discipline 
and daily commuting experienced by men (see Clark 1966; Thorns 1972). 

What prompted families to move to the suburban setting? What has it meant 
for community development in Canada in the past and present? What are its 
implications for the future? Going back to the 19th century, city life for the 
majority was the experience of deprivation, instability, and the threat of unem
ployment (Mumford 1938, 143-68). This disorder provided the basis for the 
development of the ideal neighbourhood. 

Presented in 1924 by Clarence Perry, the neighbourhood unit concept 
stressed its satisfaction of social objectives (Colcord 1939, 83). His principles of 
neighbourhood design included: 

• location of the elementary school at the centre of the unit along with a 
library branch, a motion picture theatre, and a church; 
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• concentration of commercial functions into shopping centres located at 
the periphery; 

• family backyards; 

• arterial highways as boundaries for the district; 

• apartments located at the periphery; and 

• homogeneous income groupings within the unit. 

In Perry's view, the corporate developer was ideal, as it was more difficult to real
ize the ideal neighbourhood unit with the piecemeal development that had 
characterized urban development at the time he formulated his principles. 
Developers with large land holdings were seen as potential sources of progress in 
the promotion of social objectives in neighbourhood planning. 

The neighbourhood unit concept was one response to the experience of 
urban turbulence according to Emery and Trist (1973, 57-67). Simplification, 
reduction of complexity, and withdrawal were understandable responses to tur
bulence. These patterns are evident in the alternative post-war residential envi
ronments that emerged first in the United States and United Kingdom. These 
environments characterize to one degree or another the suburban develop
ments of Montreal, Toronto, and Vancouver. Don Mills, Ontario, became the 
ideal type in Canada. As well, application of the same principles spread to 
smaller communities. 

PUBLIC POLICY AND SUBURBIA 

The experience of the fifteen years preceding 1945 did not prepare governments 
for the scale of growth that was to ensue. However, governments did accommo
date the new growth. The programs and policies put into effect under the NHA 
to stimulate housing construction - joint mortgages followed by mortgage 
insurance, rental construction programs, and assistance to private rental entre
preneurs - accommodated the new scale of development. The provinces had 
already begun to establish a planning framework under which the new develop
ment took place. Provinces and municipalities also combined efforts to con
struct trunk sewers, water mains, and sewage treatment plants to which new 
subdivisions could be linked. 

The pace and scale of growth strained provinces and municipalities alike, but 
new policies allowed them to cope. Increasingly, developers were required to 
install services and build local streets prior to the acceptance of subdivisions for 
sale of lots. Large corporate developers were able to integrate these new func
tions into their operations. In provinces where the large corporate developer 
was not typical, particularly in Quebec and the Atlantic provinces, servicing 
often did not reach the level that was achieved elsewhere. 

Lacking access to revenues from commercial and industrial assessments, 
small suburban municipalities found it most difficult to finance new services. 
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One outcome was the impetus to form regional governments (Colton 1980, 

52-73; Lemon 1985, 108-11; Rose 1972). The federated Municipality of Metropoli
tan Toronto became the first such regional government in 1953. Other cities fol
lowed in the next two decades including Montreal, Winnipeg, and Vancouver, 
although they used different models and allocations of functions to the regional 
level. Ontario and Quebec established regional governments in large, fast-grow
ing cities. Alberta solved the problem by encouraging and allowing existing 
cities to annex new suburban territories. 

Other outcomes included the emergence of fiscal planning and oflot levies in 
new suburban developments. Fiscal planning requires that new housing forms 
and developments generate sufficient property tax revenues - still the main 
source of income for municipalities across Canada. Lot levies, which in 1988 

approached $10,000 per new dwelling in some municipalities in British Colum
bia and Ontario, have permitted municipalities to develop community facilities 
that had often not been present initially in earlier suburban developments. 
While one result of these phenomena is higher quality suburban developments, 
another is the exclusion of increasing numbers ofless-affluent Canadians from 
newer suburbs. 

As well, the federal government, including CMHC, assisted provinces and 
municipalities with grants and loans to create the water and sewage treatment 
plants and trunk services which were needed by the new subdivisions. These 
contributions seldom had a social or community development objective. One 
exception, the Municipal Incentive Grant program, paid municipalities $1,000 

for each medium density, modest-sized housing unit granted a building permit 
between 1975 and 1978. 4 The objective of the program was to encourage munici
palities to allow housing for modest-income residents that might not otherwise 
be built. 

CMHC and provincial and municipal governments also undertook public 
land assembly following 1945, although the federal government ended its partic
ipation in 1978 (Spurr 1976, 275).5 These land assemblies were undertaken for 
several reasons (Spurr 1976, 247-57); one of them, facilitating the construction of 
social housing, is integral to community development objectives. Large num
bers of social housing units were built on land assembled by public authorities in 
Toronto and other Ontario municipalities, along with Winnipeg and Edmon
ton; and smaller numbers were built in many other municipalities. 

Only Saskatoon, and to a lesser extent Edmonton, have concertedly at
tempted to influence the course of suburban development using public land 
assemblies. Ontario's Home Ownership Made Easy (HOME) program mixed 
housing types at the community scale and limited construction to modest hous
ing affordable for low to moderate-income purchasers. In the late 1970S CMHC 
established new guidelines for disposal of lands that it had helped assemble. 
These guidelines require that profits resulting from land development schemes 
be retained in the community in the form of services. Community development 
objectives figured more prominently in developing publicly-assembled land 
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than private suburban developments; for example, a concern for demographic 
and social mix and some social housing has usually been a part of the former 
(Comprehensive Land Use Management Program). 

Public land assembly and development programs can influence the course of 
urban development. In only a few localities, however, has this ever been done 
(Mount Pearl, Newfoundland, for instance). With rapid increases in housing 
prices in the early and mid 1970S, there was much public discussion of the poten
tial contribution of public land assembly. In 1972 the CMHC Task Force on Low
income Housing recommended a new joint land assembly program. 6 In 1978 a 
study of the supply and price of residential land was commissioned jointly by 
CMHC and the provinces (Greenspan 1978). Following the Task Force Report, 
however, discussion oflarge public land assembly projects ended abruptly when 
the federal government decided not to contribute to such efforts. A few prov
inces, notably Ontario, Manitoba, and Saskatchewan, and their municipalities, 
have continued activity in land assembly projects, but at a reduced scale of activ
ity. 

URBAN RENEWAL AND PUBLIC HOUSING IN THE INNER CITY 

Canada's new suburbs were not the only areas where development responded to 
the turbulence that had characterized cities earlier in the 20th century. The same 
patterns of adaptation, simplification, segmentation, and withdrawal were 
applied to the inner city with the development of public housing projects and 
the undertaking of urban redevelopment. Public housing development and 
urban renewal placed the responsibility for achieving community development 
objectives on government and tested government's ability to achieve these 
objectives. 

A milestone in this history was the Regent Park North project in Toronto. 
When requested by the City of Toronto to amend the NHA to allow the federal 
government to contribute to ongoing rental housing subsidies, CMHC offered 
only to underwrite a part of the cost of acquisition and clearance of the Regent 
Park site. This "urban renewal" activity allowed the City to develop rental hous
ing on the site. Development of the site began in 1946. Design principles incor
porated into the project plan included limited penetration of the automobile 
into the neighbourhood, removal of all commercial establishments, uncluttered 
green space around the housing units, and uniformity of houses; similar princi
ples also dominated suburban development design. Rents were subsidized on a 
sliding scale. Thus was born Canada's first public housing project in which rents 
were publicly subsidized and geared-to-income. 

In 1949 the federal government amended the NHA to permit the develop
ment of joint housing projects with the provinces and to share the cost of pro
viding rental subsidies on a continuing basis, thus facilitating the developmerit 
of housing projects on the Regent Park model in large cities across Canada. 
Montreal's· first public housing project, Jeanne Mance, was developed in 1956 
with over 900 units. Strathcona was developed in Vancouver, and Lord Selkirk 
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and Mulgrave Park were developed in Winnipeg and Halifax, respectively. 
Regent Park South, Moss Park, and Alexandra Park, all developed on the sites of 
former slums, were added to the Toronto public housing stock by the mid 1960s. 

The 1949 NHA amendments and the development of public housing projects 
in cities across Canada was a limited victory for the urban reform movement. 
The federal government also announced in 1949 that it was terminating its direct 
rental housing development program and that federal rent controls were being 
dismantled. Where possible, it sold units to occupants, many of them of moder
ate income with an ambition to own their own homes. 

There were also constraints on public housing development itself. At first, 
CMHC insisted its mandate was to provide only housing, and there was little 
allowance for space in the projects for social and community services. More 
important, the development of public housing tended to be tied to the clearance 
of an equivalent number of existing housing units. In response to the issue of 
whether the federal government would agree to develop a public housing proj
ect on previously vacant suburban land, the Minister responsible for housing 
wrote CMHC's president in 1956: 

... we would be justified in using public funds for housing only where private 
enterprise fails to meet the need .... That is why the Government feels that the 
clearest case to be made for public housing is where it is related to slum clear
ance. 7 

Housing and Community Development in the 19605 and 19705 

In the early 1960s governments escalated their attempts to alter the pattern of 
Canadian urban development. Urban redevelopment projects proliferated, 
assisted by grants and contributions from the federal government for planning 
and undertaking projects. Suburban patterns were altered as well. Apartments, 
both publicly and privately developed, were built in large numbers in the post
war suburbs. The social and demographic nature of suburbs was altered 
dramatically. 

During the 1950S many Canadian cities acquired one or more large public 
housing projects, usually on slum clearance sites. Urban renewal became a 
mature federal-provincial program in the 1960s. By the time that a moratorium 
on new project approvals was declared in 1969, 161 urban renewal studies had 
been carried out in practically every large city as well as in many smaller com
munities (CMHC, City Urban Assistance Research Group 1972, 2a: 24). Some 
eighty-four urban renewal projects had been approved. While a few big projects 
in large cities attracted most of the public attention, the majority of projects 
took place in medium-sized and small communities. Table 19.1 summarizes 
urban renewal disbursements by the federal government, approximately one
half of total expenditures by the three levels of government. Total spending for 
projects authorized to 1969 was over $226 million. Projects in cities of over 
100,000 population accounted for 77% of total spending; spending in Halifax, 
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Table 19.1 
Disbursements under the Urban renewal program and NIP 

by Canadian urban centre ($000) 

City 

Halifax-Dartmouth, N.S. 
Saint John, N.B. 
St. John's, Nfld. 
Other places in Atlantic provinces 

Montreal, Que. 
Other places in Quebec 

Hamilton, Onto 
London, Onto 
Ottawa, Onto 
Sudbury, Ont. 
Thunder Bay, Onto 
Toronto, Onto 
Windsor, Onto 
Other places in Ontario 

Winnipeg, Man. 
Regina, Sask. 
Calgary, Alta. 
Other places in Prairie Provinces 

Vancouver 
Victoria 
Other places in British Columbia 

Urban areas over 100,000 inhabitants 
Other places in Canada 

Urban renewal 

1948-1973 

12,345 
19,113 
4,304 
2,002 

30,312 
40,601 

22,976 

3,587 
20,452 
9,930 

4,322 
18.441 
2,610 

10,149 

7,189 
178 

6,948 

175 

174,797 
51,292 

SOURCB Unpublished data made available by CMHC. 
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NIP 

1973-1978 

3,711 
1,498 

4,099 
17,292 

5,559 
38>335 

733 
2,469 
2,413 
1,229 
2,291 
6,562 
2,186 

41,014 

8,792 
1,464 
4,223 

22,527 

6,325 
1,500 

12,097 

59,945 
126,447 

Saint John, Montreal, Ottawa, Toronto, and Hamilton alone accounted for 
about one-half of this activity. 

By the late 1960s urban renewal had become controversial. Sizeable areas near 
the centres of Halifax, Montreal and Toronto were cleared for redevelopment. 
While a portion of cleared land, almost all of it in the case of Toronto, was used 
to develop new public housing, many families had been forced to relocate else
where, and the numerous single persons who resided in rooms found other 
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rooms wherever they could, as they were not eligible to be housed in public 
housing. Thousands of tenants and home owners were threatened with eviction 
or expropriation, often at financial loss. Poor people and their advocates came to 
view urban renewal's objective as the removal of poor people. Home owners 
often received compensation at less than full market value for their homes under 
antiquated provincial expropriation laws. While expropriation laws and policies 
for compensation upon removal were as much at issue, blame was attached to 
the renewal program itself. 

Urban renewal dispersed existing communities, detracting from community 
development objectives. The benefits of renewal went to the minority of dislo
cated people who had the opportunity to move back into the public housing and 
who chose to do so. For those who continued to rent housing in the private sec
tor, urban renewal often led to higher rents in addition to disruption of life. 
There was a gradual realization of the need to minimize dislocation and rent 
increases, and to work with tenants and home owners in situ to achieve commu
nity development objectives. The need to provide community amenities and 
services to residents also grew with time. 

In the 1960s federal programs and policies also changed in regard to social 
housing programs. NHA amendments in 1964 permitted loans to non-profit 
housing companies, and a new public housing section - allowing CMHC to 
make loans to municipal and provincial housing companies - provided an alter
native to the cumbersome federal-provincial partnership arrangement. The 
Government of Ontario responded to the latter change by establishing the 
Ontario Housing Corporation. Other provinces immediately followed suit, 
choosing to build public housing projects with loans from the federal govern
ment rather than using the partnership approach. Municipal governments were 
never able to take advantage of the new public housing financing arrangements 
on a large scale, probably because of the requirement to make a 10% contribu
tion. Almost 23,000 public housing units were built in the subsequent five years, 
and 162,000 were built before the federal government terminated the generous 
financial arrangements in 1978 as part of an overall reduction in its housing 
commitments. 8 

Like the concurrent urban renewal activity, increased public housing activity 
generated public controversy. The provinces generated large numbers of units 
rapidly by building on a large scale and on suburban sites. "Project" living came 
to be unpopular in the community in general as well as among residents them
selves. In its report on the relocation of tenants in Toronto's Alexandra Park area, 
the Social Planning Council reported that many tenants refused to be rehoused 
in the public housing project even though it was financially advantageous 
(Social Planning Council of Metropolitan Toronto 1970, SI7). Public housing 
projects were also unpopular among neighbouring suburban home owners. 

Dissatisfaction with the urban renewal and public housing programs was felt 
by federal politicians. In the case of urban renewal, members of Parliament and 
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ministers were lobbied by opponents to end funding for approved plans. The 
federal government had launched its "war on poverty" in 1967, but its urban 
renewal program was harming the interests of the poor (Trefann Court News 23 
November, 1967). Ottawa would have to review and reformulate its housing and 
urban development programs. In the cities themselves, urban renewal was gen
erating opposition to entrenched municipal councils in Montreal, Toronto, 
Winnipeg, Edmonton, and Vancouver on a scale not seen since the 1930S. 

Five Years of Policy Review 

The years 1968 to 1973 were marked by a more or less continuous review of Can
ada's housing and urban development policies, and during this period the Min
istry of State for Urban Affairs was established. In April 1968 Paul Hellyer, Minis
ter of Transport and Deputy Prime Minister, was also given responsibility for 
federal housing policy and CMHC. In September, he launched his Task Force on 
Housing and Urban Development and gave both subjects a higher profile than 
they had ever had. Hellyer and his task force visited all of the contested urban 
renewal sites. Briefs supportive of new program initiatives in urban develop
ment were received from numerous quarters. Hellyer submitted his report in 
January 1969, but he resigned from Cabinet when it became evident that quick 
action, maybe any action at all, would not be forthcoming on most of his pro
posals. 9 

Hellyer's successor, Robert Andras, began immediately to attempt to meet 
expectations that the visibility of Hellyer and his report had created. Economist 
N.H. Lithwick of Carleton University was retained to undertake a review of 
federal urban policy. In early 1971 CMHC established external task force reports 
on low-income housing and on urban assistance. Reporting and implementing 
any recommendations for new programs and legislation would take time. To 
maintain the momentum for reform, a $200 million innovative housing pro
gram was launched under which as much experimentation as was legislatively 
possible was undertaken. Assisted home ownership and rental projects, and 
cooperative housing projects, later to be sanctioned legislatively, were initiated. 
Loans for housing for Metis, non-status Indians, and status Indians residing in 
western cities were also initiated. While the federal government was still not for
mally able to make grants for housing rehabilitation to individuals, ways were 
found to support these efforts as well. 10 

NEW PROGRAMS AND POLICIES 

The 1973 amendments enabled CMHC to make loans to cooperative housing 
societies. Loans to them and to non-profit companies could be for as much as 
100% of appraised value, thus eliminating the need for investor equity and 
removing obstacles to use by municipalities and small groups. The new pro
grams recognized that the residents oflow-income housing projects, especially 
large ones, bore a stigma that was not healthy for the residents or the community 
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as a whole, and they provided that future low-income housing projects should 
be built as mixed-income projects; 25% was considered an ideal proportion of 
low-income tenants. 

Finally, the amendments enabled grants to home owners and landlords for 
housing rehabilitation (RRAP), as well as a new program, NIP, to replace the 
urban renewal program. Provisions for the new program emphasized housing 
rehabilitation and conservation and assistance for provision of basic services 
and community facilities. From the perspective of the federal government, NIP, 
by limiting assistance for slum clearance, also had the advantage of reducing 
costs (Crenna 1971). Because of continued uncertainty regarding the best direc
tion for urban development policy, NIP and RRAP were to expire after five 
years. 11 

The overall thrust attempted to build on what were growing to be recognized 
as good community development principles. Residents could best be supported 
in their in situ locations. Measures to facilitate rehabilitation were required for 
dwellings needing major repairs. Communities, many of them under-serviced 
or with services operating out of facilities in need of improvement, needed 
funds to upgrade neighbourhood facilities, compensating to some extent for the 
deprivation that might attend being oflow income (Joint Task Force on Neigh
bourhood Support Services 1983, ESI-12). Many neighbourhoods in need of 
improvement were near old "smoke-stack" factories, and the environment 
needed to be cleaned up as well. 

Housing developed and managed by cooperative societies and non-profit 
companies embodied these principles as well. Residents would be potentially 
involved in design, and they would either manage, or be more involved in man
agement than in the case of housing provided by public housing authorities or 
provincial housing companies. 

OTHER SUPPORTS AND SERVICES 

Other changes were required, and indeed they were occurring, in the programs 
and policies of other federal departments and agencies and of provincial and 
municipal governments. In 1971 the federal government initiated some short
term job creation programs as a response to rising unemployment, notably the 
Local Initiatives Program (LIP) and Opportunities for Youth (OFY). Under 
these, several local initiatives were programs of neighbourhood rehabilitation. 
While no complete inventory was ever published, numerous projects initiated 
by neighbourhood groups in renewal areas, or in areas to be approved under 
NIP, were approved. Other services, including assistance for citizen participa
tion in planning for their neighbourhoods, storefront community services, as 
well as more traditional services were supported by the LIP and OFY programs. 
The Company of Young Canadians (CYC), a federal Crown agency founded in 
1968, also assigned workers to urban renewal and neighbourhood improvement 
project sites. 

Aside from contributing to the costs of neighbourhood improvement, the 
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provinces assisted by altering planning legislation and policies to promote and 
require citizen participation in municipal planning decisions, including plan
ning in urban renewal and neighbourhood improvement areas, and in amend
ing landlord-tenant law to provide tenants greater security of tenure, moving 
from a system based on one ofland tenure law to one of contracts. 

Amendments to landlord-tenant law were also important from a community 
development perspective. Ontario led the way for the common law provinces 
when it amended Part IV of the Landlord-Tenant Act in 1970 as proposed by its 
Law Reform Commission. The remaining eight common-law provinces fol
lowed suit in the next five years, and two, British Columbia and Manitoba, 
largely removed landlord-tenant matters from the cumbersome court system by 
creating an office of provincial rentalsman. Although it has a legal tradition dif
ferent from the common-law provinces, Quebec also modernized its landlord
tenant legislation. 

Tenants in Quebec and Newfoundland continued to be protected by rent 
review systems that had remained intact since the Second World War. The eight 
remaining provinces adopted a rent review system in 1975 as part of the federal 
government's anti-inflation program. All but Alberta and British Columbia 
continued to have rent review at the end of 1987. 

Similarly progressive changes were made in provincial planning legislation to 
require that citizens have ample opportunity to influence the substance of com
munity plans. The holding of at least one public meeting is usually the require
ment of provincial legislation or regulations. Most municipalities have gone fur
ther, however, especially in the case of urban renewal or neighbourhood 
improvement areas. "Site" planning offices away from city hall have been com
mon in larger cities. Ongoing committees oflocal residents have also been com
mon. 

The new neighbourhood improvement thrust emanating from the extensive 
NHA amendments, taken together with the initiatives of other federal depart
ments and agencies and provincial and municipal governments, set Canada on a 
course toward realizing the community development objectives that had been 
held since the Great Depression. Their single most distinguishing feature was an 
attempt to have future housing and urban development simulate what occurred 
historically. Neighbourhoods were to contain a mixture of income groups; proj
ects with a narrow income range of occupants were to be small. 

Toward a National Urban Policy 

The ultimate objective of many policy makers was a national urban policy that 
would enable the federal government to intervene sensitively and in coopera
tion with private parties and provincial governments across the nation. A 
national urban policy was initiated in 1965 by the Privy Council Office and its 
Special Planning Secretariat, the latter being responsible for Canada's "war on 
poverty." One of the Secretariat's activities had been the co-ordination of a 
federal inter-departmental committee representing eight departments; 
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the objective of this committee was to co-ordinate and expand federal commun
ity development resources through what was hoped would become a commun
ity development agency. 12 

The Ministry of State for Urban Affairs (MSUA) was established in July 1971. 
Its terms of reference included urban policy research and the formulation of 
federal urban policy (Sunga and Due 1975). While MSUA was granted wide 
powers to formulate and evaluate federal urban policies and programs, to 
undertake research and to co-ordinate policies, its overall impact up to the time 
it was disbanded in 1978 must be judged as only minor. As one observer noted, 

The effectiveness of MSUA's research evaluative and policy development func

tions and the Ministry's proposals for the co-ordination of federal inter-agency 

and intergovernmental initiatives are clearly constrained by the extent of its 

participation in the decision-making processes of government (Sunga and Due 

1975.9). 

The Ministry never possessed any decision-making powers, and their absence 
dearly limited its effectiveness. While the Ministry initiated tripartite coordi
nating committees in several large cities, it never attempted to replicate the com
munity development efforts of the PCO's Special Planning Secretariat or of the 
CYC.13 

Appraisal o/New Federal Housing Policies and Programs 
The new housing and urban development policies and programs were formally 
initiated in 1973. They were the last major new commitment in the forty year 
period under review. CMHC published an evaluation of the cooperative and 
non-profit housing programs in November 1983 (CMHC 1983a). A comprehen
sive evaluation of all social housing programs was commenced but never pub
lished (CMHC 1983b). These program evaluations are limited to the non-profit 
and cooperative, public housing and rent supplement programs. 

The evaluation by CMHC of its new non-profit and cooperative housing 
programs concluded that the mixing ofincome groups had occurred. Surveys of 
tenants indicated that they were satisfied, and tenants in the non-profit and 
cooperative projects indicated a greater degree of satisfaction than tenants 
housed in either public housing or rent supplement units (CMHC 1983a, 130). 
Project meetings occurred in over two-thirds of non-profit and cooperative 
projects but only in one-third of public housing projects (CMHC 1983a, 182). 
Tenant suggestions were implemented in about 70% of the non-profit and 
cooperative projects, but in fewer than 50% of the public housing projects. 14 

Preliminary and fragmentary data from a variety of sources indicate that there is 
room for significant improvement in the management of public and private 
rental projects, especially from the point of view of supplemented tenants in the 
latter (Edmonton Social Planning Council 1973, 4-10; Ontario Legislative 
Assembly 1981, iii-xix). 

While experience with income mix in the non-profit and cooperative 
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housing programs was generally positive, continued support for the income mix 
objective has been tempered by its cost. As low-income tenants often comprise 
only about one-fourth of the total, and the mortgage interest was subsidized 
down to 2% for all units, the subsidy appeared to benefit middle-income Cana
dians (Canada 1985). Builders launched a campaign to have the federal govern
ment replace its housing supply programs with a shelter allowance targeted to 
those households most in need (see, for instance, Clayton Research Associates 
Limited 1984b). Following consultation with all provinces and territories, 
CMHC negotiated new agreements with provinces and territories, whereby 
they contributed a minimum of 25% of costs for programs they wished to 
deliver. CMHC confirmed that federal subsidies were to be targeted to house
holds in core need. IS 

NEIGHBOURHOOD IMPROVEMENT AND RESIDENTIAL REHABILITATION 

While NIP was terminated in 1978, it did achieve some of its objectives. 16 Like 
MSUA, the program fell victim to a debate concerning the nature of the federal 
mandate. From 1973 to 1978 some 493 neighbourhoods were designated, and 
$500 million was spent by the three levels of government. 

The program was used in large cities throughout Canada, but one of the 
main differences from the urban renewal program was its widespread use in 
smaller communities. As is shown in Table 19.1, spending outside the nineteen 
cities with a population of 100,000 or over in 1981 was more than two-thirds of 
the program total, although only one-third of Canadians live outside large cities. 
The program was central to the revitalization of older neighbourhoods in 
smaller cities and towns. 

No comprehensive evaluation of NIP was ever undertaken, either by the gov
ernment or third parties, although evaluations of some individual projects were 
published in early 1986: 

Evaluation generally found that NIP resulted in positive physical changes in desig

nated neighbourhoods through the addition of amenities; rehabilitation or recon

struction of housing; infrastructure improvements; down-zoning; and other 

related measures. Assessments were mixed. however. on the extent of achieve
ments in areas such as resident participation; by-law enforcement; community 

planning; integration and targeting of other government and non-government 

resources; long-term municipal and resident commitment to older areas; and the 

capacity of municipalities and provinces to bear the costs of neighbourhood 

improvement without continued federal assistance (Lyon 1986. 3). 

NIP overcame most of the criticisms of the urban renewal program but did not 
achieve its ambitious community development objectives. Total average spend
ing Of$l million per designated neighbourhood simply may have not been suffi
cient to accomplish these objectives. 

RRAP remains a program ofCMHC. Almost 314,000 units, 71% owner-occu
pied. received assistance from 1973 to 1985 (CHS 1985, Table 74).17 About 39% 
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of the owner occupant and 89% of the renter units receiving assistance were 
located in urban areas. 18 

While RRAP has, like NIP, been successful in overcoming many of the failures 
of previous programs and policies, it is not possible to evaluate it conclusively. 
The number of units assisted seems impressive, but less so when distributed 
across 479 approved neighbourhood improvement areas. A 1979 evaluation 
published by CMHC expressed concern with respect to the partial nature of 
rehabilitation caused by the limited dollar amount of RRAP loans and grants 
(Social Policy Research Associates 1979). 

The principal criticism of urban renewal was dislocation, especially oflow
income tenants. While the evidence on tenant dislocation from buildings receiv
ing RRAP assistance is incomplete, it appears that the program has overcome 
this shortcoming in most but not all of the cities in which it has been used. A 
1979 survey oflandlords found that 80% of tenants remained in their units fol
lowing rehabilitation but that from 6% to 24% of tenants were permanently 
dislocated as a result of RRAP (Social Policy Research Associates 1979, 102). 

About one-half of tenants had to pay a higher rent after rehabilitation, but only 
5% to 15% received "socially undesirable" rent hikes (Social Policy Research 
Associates 1979, 103).19 

Average rent increases in Quebec were 40%, reportedly the greatest in the 
1979 survey. A 1984 survey of central Montreal dwellings rehabilitated at a cost of 
$5,000 or more is disquieting. That survey discovered that 90% of tenants had 
moved after two years (LARSI-UQAM 1985). Over one-third of the previous 
tenants were paying 30% or more of their income in rent. The rehabilitated 
dwellings, 62% of them subsequently converted to condominium or other 
co-ownership schemes, attracted tenants of higher income. Over three-fourths 
of the new tenants were single. The proportion with university degrees increased 
from 31% to 45% (LARSI-UQAM 1985, 130). 

Most of Canada's large cities, however, seem to be characterized by massive 
dislocation of tenants and home owners alike in their central areas. In Toronto, 
some 9,000 rental housing units were lost as a result of conversions in the early 
1980s (Silzer and Ward 1986). In the 1971-6 period, almost 5,000 tenant house
holds in owner-occupied buildings were dislocated (City of Toronto 1980). 
House prices in central areas increased considerably faster than the urban cen
tral area average (Social Planning Council of Metropolitan Toronto 1987). Pri
vate upgrading of central city housing stock, not public action, emerged as the 
primary threat to low-priced housing stock and tenants in many Canadian cities 
in the 1980s. 

RURAL AND NATIVE HOUSING: 

NEW DEVELOPMENT AND REHABILITATION 

Almost 1 in 4 Canadians lives in a rural area. Some of these areas are typified by 
an idyllic rural environment. Many of these rural communities, however, as well 
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as many of Canada's small towns, are located in areas by-passed by contempo
rary economic development, and their housing conditions remain the worst in 
Canada. Historically, the housing policies and programs of federal and provin
cial governments took little notice of these areas. Increased attention was 
directed to them in the 1960S, coinciding with concern about the continued exis
tence of poverty and extreme regional disparities in Canada. 

Of special concern are the housing and living conditions of Canada's Aborig
inal peoples, numbering about half a million people in 1981: 368,000 Indians; 
25,000 Inuit and 98,000 Metis. "Status" Indians, most of whom live on reserves, 
accounted for 293,000, while the remaining 75,000 are "non-status" Indians 
(Statistics Canada 1984a, 20). The 1941 Census recorded only 118,000 Indians. 
The Aboriginal population grew rapidly over the forty-year period under 
review, and fertility rates remained about double the Canadian average. Of con
cern is a shortage of housing on reserves and the fact that the shortage could 
become even more acute, further weakening Aboriginal kinship networks and 
motivating youth to migrate to urban areas in even-larger numbers (Siggner 
1979). An interest by the two senior levels of government in "rural and Native" 
housing generally coincided with heightened interest in urban housing and 
renewal. 

A larger view of rural community development accompanied the new inter
est (see Baker 1971), and housing and residential environment were integral to 
this. The quality of housing in these communities suffered in part because com
mercial financial institutions were unwilling to commit mortgage and home 
improvement loans in communities whose economic future was in doubt (Her
chak 1973, 11). The need for increases and improvement in the housing stock 
became urgent on Indian reserves. The continued viability ofIndian communi
ties, especially with respect to kinship ties, was at stake. 

The federal Department of Indian Affairs and Northern Development 
increased funding for new housing and housing repair, although the adequacy 
of the response on Indian reserves remained in doubt at the end oft987, as did 
the form of the response viewed from the perspective of community develop
ment. There are numerous complaints that houses constructed on Indian 
reserves, most of which are relatively far north, simply replicate southern tech
nology and layout unsuited to northern climates and Indian culture. It is also 
reported too few Indians have been granted training opportunities in the con
struction trade. 20 One result is housing that is expensive compared to what 
might be put in place with greater involvement by Indians themselves. 

Off-reserve housing in rural areas and housing rehabilitation have been the 
subject of a CMHC initiative known as "Rural and Native Housing," developed 
subsequent to the 1973 NHA amendments. The main components include home 
ownership and the residential rehabilitation program. The Urban Native Pro
gram offers housing assistance to Aboriginal peoples living in urban areas. 

While some of the same problems in relation to technology, building form, 
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and the need for making training in construction trades an integral part of pub
lic programs may be documented, innovative arrangements with local groups 
have been negotiated in a variety oflocations. One instance is Mocrebec, a non
profit company established to provide off-reserve housing in Moose Bay, 
Ontario. 21 In 1986 CMHC introduced a demonstration program of a self-help 
approach to constructing new units. 

As indicated above, a large portion of the RRAP has been implemented in 
rural areas - about 48% of the total number of dwelling units receiving rehabili
tation assistance to the end of 1985 (CHS 1985, Tables 74 and 75). About 90% of 
units assisted were owner occupied. A variety of arrangements have been made 
with the provinces and community and non-profit companies to implement the 
program. The program is reportedly one of the more innovative in involving 
local groups. 

Future Policy Directions and Further Research Needed 

Provincial and municipal governments have been full partners in providing 
housing for Canadians, with the provinces providing human services and a 
planning and legal framework, while municipal governments have been respon
sible for planning and often for delivering services. 

The federal government became involved in "social" housing for low-income 
Canadians and in the renewal of inner-city urban areas only gradually and as a 
result of initiatives by municipalities, civic boosters, and public housing advo
cates. These programs achieved a significant scale in the late 1960s. The reaction 
against urban renewal occurred because the program failed to address human 
development problems adequately or the need for participation. It caused mas
sive dislocation, usually not accompanied by sufficient relocation assistance. 

New programs and policies, many formally adopted in 1973, overcame objec
tions to previous policies. Accomplishment oflonger-term goals and objectives, 
however, remains in doubt. That the neighbourhood improvement program 
was cancelled in 1978 and that it never reached a large scale limited the program's 
ability to realize all the objectives established for it. Provincial social program 
spending reductions of the same kind that caused the federal government to 
rescind NIP have added to these shortcomings. In most instances, however, the 
program did not result in the same errors that led to resistance to the urban 
renewal program. Combined with RRAP, the housing stock does seem to have 
improved without significant dislocation of either owners or tenants. Provincial 
and municipal governments have maintained the neighbourhood improvement 
program initiative to varying degrees across the country, especially in concert 
with continued use of RRAP funds, but on a smaller scale than in the 1973-8 
period. 

The exception to this generally positive conclusion is related to the tendency 
toward "gentrification" of some inner city areas in Canada and the loss of low
income housing stock associated with this phenomenon. Nevertheless, the pres
ence of gentrification, the loss of low-cost housing, and the fact that all three 
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levels of government have been unable to stem it is cause for concern. It indi
cates an inability to respond to current housing issues. It also confirms the 
necessity for constant monitoring of housing needs and trends and for altering 
programs and policies in response to current situations. 

One manifestation of the loss oflow-income housing stock across the coun
try is an increase in homelessness in Canada in the 1980s.22 When focus is 
shifted to such issues, the achievement of Canada's housing and community 
development objectives has remained elusive. A number of questions remain 
with respect to existing housing and community development policies and pro
grams. 

Adequate improvement in public housing management continues to elude 
policy makers. There is currently a focus in some provinces on increased tenant 
participation in public housing management. An issue identified in some stu
dies concerns tenants whose rents are supplemented in housing projects devel
oped by private builders. Tenant integration requires more than simply leasing 
an adequate dwelling. Although several provinces were devoting more attention 
to housing management issues by the end of the 1980s, more research needs to 
be conducted into programs required. 

The form and pattern of development of Canadian cities have changed con
siderably since NIP was initiated. Market pressures that reduce the amount of 
housing available for low-income inner-city residents are as great a concern 
today as the need for housing rehabilitation in cities and neighbourhoods not 
experiencing such market pressures. The adequacy of existing rehabilitation 
programs and ways to improve them need to be explored. Ways and means of 
maintaining the existing stock in inner-city neighbourhoods, especially in 
Montreal, Toronto, and Vancouver, urgently need exploration. 

Notes 

1 Adequacy refers to the need for repairs and for bath and sanitation facilities. Suitability 

refers to the need to reduce overcrowding. 

2 E.J. Urwick, Ontario Housing and Planning Association, 1 and 5 June 1939, cited in 

Lemon (1985, 68). 

3 In 1951, 89% of Canada's households were families. Between 1951 and 1961, 81% of all new 
households were family households. By contrast, the proportion of new family house

holds between 1971 and 1981 decreased to 58%. 

4 Approximately 160,000 units received this assistance, mostly small apartments and row 

housing and mostly for rental tenure (Correspondence to author from CMHC). 

5 In excess of 18,000 hectares in approximately 160 projects were assembled over the life of 

the program. 

6 It was recommended that the federal government and interested provincial and munici

pal governments make five-year block funding commitments for public land assembly 

for up to 100% of the cost of assemblies, the federal government to be repaid when the 

lands were developed. See Dennis and Fish (1972,346). 
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7 The Honourable R. H. Winters to Stewart Bates, 8 June 1956. The project was Lawrence 

Heights in North York, Ontario, a suburb of Toronto. 

8 Total of units built under NHA Sections 40 and 42 from 1964 through 1979. 

9 Submission to Cabinet, 24 February 1970, Appendix C. 

10 CMHC, George Devine, "Data Profiles for Seven Rehabilitation Projects" (undated). 

11 The first use of "sunset" legislation in the NHA. 

12 The eight departments included Citizenship and Immigration-Indian Affairs Branch, 

National Health and Welfare, Forestry-ARDA, Northern Affairs and Natural Resources, 

Labour, Industry-Area Development Agency, Atlantic Development Board and the 

Company of Young Canadians; CMHC was not a part of the original committee. 

13 The latter was dissolved by the federal government in 1975. 

14 Questions related to participation in decision-making and formal social interaction were 

omitted from the survey of rent-supplemented tenants. 

15 Interview with Sean Goetz-Gadon, Executive Assistant to the Ontario Minister ofHous

ing. Core housing need varies by urban area and approximates Statistics Canada's low

income cut-off lines. 

16 A Community Services Contribution Program began in 1978 as a partial replacement for 

programs which were terminated: neighbourhood improvement, land assembly, and 

municipal infrastructure. Contributions under this transition program terminated in 

1981. 

17 RRAP/Rental was terminated as a program in 1989. 
18 An additional 18,042 units in existing projects acquired by non-profit companies and 

cooperative housing societies received RRAP grants. 

19 Socially undesirable is defined by the authors as in excess of 20%. 

20 Interviews with chief, Moose Band, and executive director of Frontiers Foundation, 

August 1987. 

21 Interview with Mocrebec president, Randy Kapashesit, August 1987. 

22 For instance, the number of emergency hostel spaces in Metropolitan Toronto increased 

from 1,375 in 1982 to 2,328 in 1987. See Memorandum, Commissioner of Community Ser

vices to Community Services and Housing Committee, Council of Metropolitan 

Toronto, 25 September 1987; also see Canada Department of External Affairs, Canada 
Position Paper, IYSH, CMHC 4135-2187, 5, submitted to Canadian delegate to the 10th 

Commemorative Conference, United Nations Centre for Human Settlements, Nairobi, 

Kenya, February 1987. 



CHAPTER TWENTY 

The Supply of Housing in 
Resource Towns in Canada 

John H. Bradbury 

RESOURCE TOWNS occupy a special niche in any profile of Canadian settle
ments. Often isolated by virtue of their attachment to particular resource 
extraction sites, they have unique social and economic problems as well as spe
cial housing conditions and needs (Himelfarb 1976). The local housing stock has 
to adjust to meet the needs of residents across what is often a limited industrial 
life span of the community. Specific supply, maintenance, and tenure mecha
nisms are required if the stock is to adjust to the pronounced fluctuations that 
typify the economic base of such communities. Special problems arise when 
growth spurts lead to temporary housing that becomes permanent; during 
downswings, housing equity becomes problematic as the population departs to 
search for employment and accommodation elsewhere. 

The two major trends in the post-war period were the move toward the 
privatization of housing and the normalization oflocal government relations in 
single industry towns across the country. The post-war period was marked by a 
general expansion of resource towns in new frontier areas: a trend that was 
halted in the recession of the early 19805 (Bradbury 1984a). While some of the 
particular and unique conditions in resource towns have been studied and the 
debate on policy priorities for resource towns has been longstanding, only in 
recent years has national housing policy begun to focus on the systemic prob
lems (Bradbury and Wolfe 1983; Canada, Task Force on Mining Communities 
1982; Canada 1985; Shaw 1970; Wojciechowski 1984). 1 

What is a Resource Town? 

Resource towns are located throughout Canada wherever there is need for 
accommodation attached to a resource extraction activity. For the most part, 
they are iSQlated settlements whose raison d'etre is the resource company with 
which they are associated. In many cases, the latter are local branches of multi
national companies with operations in several different localities (Canada 1979; 
Lucas 1971). 

However, not all resource towns are in remote areas; there are "mature" 
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resource regions with well-established transport networks and socio-economic 
linkages. The mining and forestry region of northern Ontario, the mining and 
processing centres in the Kootenay region of British Columbia, and the asbestos 
towns of southern Quebec exemplify such regional complexes of resource settle
ments. There are differences among these regions in terms of transportation sys
tems, the potential for commuting, and structural additions to the local eco
nomic base. 

Resource towns generally are thought to include all primary sector commu
nities (agriculture, forestry, fishing, and mining); however, this chapter is con
cerned largely with single-enterprise resource-extraction communities dom
inated by a large firm in which the housing is constructed by a resource com
pany, a subsidiary, or a contracting firm and sold or rented to the workforce. In 
some instances, a private housing stock may be built by individuals, and a sepa
rate stock may be built by the state and the service sector to house employees. 

Resource towns of this form are unique in the Canadian urban milieu 
because of their relative isolation and their location adjacent to a mineral 
deposit or in the vicinity of a forestry reserve. Their development, survival, and 
growth differs from other single-industry towns located within the heartland of 
the country and closer to larger urban centres. Their dependence upon one 
industry makes them especially vulnerable to technological change and market 
restructuring, in addition to the possible impact of a decline in the richness of 
the resources available. This increases the vulnerability and ultimately the 
planned life of the settlement. 

The impacts of dependency, remoteness, and vulnerability on the conditions 
of housing and housing tenure vary with the size of the resource town. A popu
lation of 10,000 persons forms a threshold above which some forms of diversifi
cation and economies of scale will influence the viability and longevity of the 
settlement. The smaller towns are typically more dependent, single-industry
enterprise operations in isolated areas, commonly referred to as "company 
towns:' "single-sector communities;' or "single-industry towns" (Stelter and 
Artibise 1977). For present purposes, a typical resource town is defined as fol
lows: 

• employment dependent mainly on one industry; 
• small in size: average size about 3,500 persons; 
• household incomes higher than average; 
• housing costs higher than average; 
• mix of tenant and ownership relationships; 
• dwelling values lower than average; 
• turnover and mobility higher than average; 
• abnormal age structures and sex ratios; 
• linked directly with global market structures; 
• often isolated with poor transportation linkages; and 
• strongly influenced by corporate policies. 
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Dwellings in resource-based communities are generally newer than else
where in Canada 2 because of the relative newness of the resource settlements. 3 

In 1981 this was particularly true in Alberta, British Columbia, and the North
west Territories. Only in the Territories was the housing stock for the total popu
lation newer than in its resource towns. This exemplifies the impact of the devel
opment of the mining and lumber towns in these regions in the post-war 
period, reflecting the construction of new townsites that superseded older pre
war communities in towns like Tumbler Ridge in British Columbia or Fort 
McMurray in Alberta. The pre-war resource towns of northern Ontario, Quebec 
and the Maritimes, in contrast, continue to be characterized by older housing. 

In the Quebec-Labrador mining region and in British Columbia and Alberta, 
there are wide variations in the incidence of home ownership. Perhaps more 
than any other settlement type, comparisons among resource towns illustrate 
the significance of corporate control over housing ownership. Following com
pany policy, some settlements have almost 100% rentals, while others have home 
ownership rates more like the national average. In townsites such as Gagnon (in 
northern Quebec), for instance, renting was commonplace (68%); further 
north in the same region, Schefferville, Labrador City, and Fermont had higher 
incidences of ownership. 4 

Some resource industries are characterized by seasonal peaks of work and 
therefore need temporary workers for whom the housing stock must be suffi
ciently flexible to accommodate them. Furthermore, the rise and fall of popula
tion in the long run parallels the boom and bust cycle of the industrial base. In 
the late 1970S and early 1980s, this was especially noticeable in "vulnerable" min
ing towns such as the iron-ore towns scattered across Quebec and Ontario, in 
nickel-belt towns in Ontario and Manitoba, and in coal and copper towns in 
western Canada. 

Migration patterns too have an impact on the housing market and socio-eco
nomic life of Canadian resource towns. In remote areas, there is little or no local 
labour-shed on which to draw when industries expand; they must rely on 
in-migration. In a downswing, these workers and their families tend to return to 
their original home sites or move on to new places of employment, thus placing 
added pressure on the housing stock and job market in another part of the coun
try. 

On the whole, resource-based communities exhibit higher than average 
incomes when compared to the rest of Canada. However, such data must be 
tempered by the fact that housing, food, and transportation are typically 
expensive. 5 Furthermore, average household incomes in resource towns are 
misleading since the families of those who become unemployed tend to leave 
and locate elsewhere. 

Historical Evolution of Resource Towns 

The earliest generation of mining camps and settlements in Canada were largely 
make-shift. Such settlements were commonplace in the 19th century and in 
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several new development projects in the 20th century (Dietze 1968; Schoenauer 
1982, 1). Companies provided a minimal level of accommodation and services. 
Some of these sites were subsequently abandoned; others survived. Nowadays, 
however, such settlements are frowned upon or banned by provincial govern
ments or local by-laws (McCann 1978). 

A new generation of new towns were laid out in the first few decades of this 
century by town planners who wanted to create quality housing and physical 
environments in isolated frontier areas. These are typified by the work ofTho
mas Adams at Temiscaming. That Adams' experience was largely British and 
metropolitan in origin did not deter the first efforts of the "city beautiful move
ment" in the wilderness in Canada (Armstrong 1968). The experience was to 
influence future planning and housing in other resource frontier zones as com
panies expanded into new mining and forestry areas. 

After 1945 new designs that built upon the experiences of Adams and others 
and were further modified by emerging post -war suburban plans (the prototype 
being Radburn, New Jersey) were directly transposed from southern and non
Canadian experiences into the resource frontiers. Similarly, housing designs 
were directly taken from the various copybooks and CMHC designs that were 
prevalent at the time (Walker 1953; Robinson 1962). Modelled on typical subur
ban designs in more temperate climatic zones, these dispersed settlements often 
had housing distributed along boulevards and curvilinear streets. Housing 
included single-detached dwellings, some multi-family housing, and single
men's quarters. Such designs fitted the perceived social and economic require
ments at the time, but were expensive to build and maintain (Schoenauer 1982). 

These designs were subsequently superseded by planned communities in 
which the traditional dispersed set of service buildings and municipal structures 
was replaced by a town centre made up of a more compact set of public and 
commercial buildings. Transportation networks between houses and the 
"downtown core" were by walking paths - oflittle use in the snow and inclement 
weather - and by street patterns focused on the central core. This core then 
became the social and economic centre of town, located in one or more large 
climatically controlled mall-like structures and surrounded by a parking lot that 
often became a desert (Schoenauer 1982, 2). 

Contemporary plans include several subtle modifications in housing and 
community design, which take into account the location of the settlements in 
isolated areas and which have attempted to alleviate some of the problems of cli
mate and "impermanence:' Planners have created modular and mobile housing 
that could be moved from one site to another. 6 The construction was such that 
there was little or no internal or external evidence that they could be taken apart 
and moved. Hence, they differed from what is commonly thought of as mobile 
housing, that is, trailer homes in mobile home courts or parks (Blanc
Schneegans 1982; Paquette 1984). Furthermore, the planners in such communi
ties endeavoured to make the best of the locational and site aspects of the settle
ments. In the case of Fermont, Quebec, for instance, the planner chose a 
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southerly facing site and created a windbreak effect with a long multi-purpose, 
five-storey building that provided both housing and commercial services. 

Stages of Development 

Lucas (1971) observed that resource towns pass through four stages of develop
ment: youth (construction), adolescence (recruitment of citizens), transition, 
and maturity. Later developments, particularly the experiences of several coal 
and iron-mining towns in the recession of the early 1980s, led some observers to 
add two more possible, though not inevitable, stages to Lucas' model: the 
"winding-down" phase and "closure" (Bradbury and St-Martin 1983). Each of 
the six phases has specific housing conditions and requirements depending on 
the particular circumstances of the community, the company, and the status of 
the resource on the world market. 

In the first two stages initial construction and recruitment, turnover is high 
within the new and typically young, male workforce. Workers are highly mobile 
and transient; some may stay on, but most leave once construction is finished. 
Their housing needs are temporary, but the stock created for them may be used 
by the first residents of the new town. Up to one-quarter of the workforce of 
these new towns during these stages is male seasonal workers in their twenties 
and, in some townsites, bunkhouses were created to serve this particular clien
tele. 

In the transition stage the settlement is presumed to change from a company 
dependent system into an independent community. Although it is difficult to 
generalize here, this may take from five to ten years depending upon the nature 
and the stability of the industrial base. There are, for instance, cases where town
sites have been "artificially" transformed into the third phase by government 
legislation such as the Instant Towns Act in British Columbia. In such cases, the 
townsite is provided with local government, commercial services, and a mix of 
housing types in an attempt to move the settlement immediately into a mature 
and stable phase. 

In this third stage the resource company may divorce itself from running the 
town and from acting as a landlord. Home ownership is promoted as a stabiliz
ing mechanism in what have traditionally been regarded as unstable communi
ties with high labour turnover. Home ownership, therefore, is an important ele
ment in the attempt to move toward maturity (although it is not seen as a vital 
dependent variable in Lucas' model). This phase also features an increase in the 
levels of open government and the avoidance by the company of overt interfer
ence or participation in local municipal affairs. Even so, the company still 
remains involved especially in the affairs of housing, where distribution and 
allocation mechanisms, including mortgage provision, lot leases, and buy-back 
agreements, are often provided by the resource companies in a manner not 
unlike that in the older company towns. 

In the fourth stage, with an aging population and a "forced" emigration of 
young adults, the settlements experience reduced turnover and a more normal 
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demographic profile. In this phase, housing characteristics change again. As 
young families complete their childbearing, their increased family sizes put 
pressure on the existing housing stock until young adults leave to go to school or 
a new job. The problem of adjusting housing consumption to needs is con
strained by the limited choices of housing types and the small absolute numbers 
of units that characterize resource towns. Similarly, the presence of retired per
sons may create friction in such communities, especially when the availability of 
housing is predicated upon a family member actually being employed by the 
resource company. Many resource towns have few retirees for this reason. Not 
being gainfully occupied, they consume housing which the company may wish 
to allocate or sell to another home owner. 

Those resource towns that experience the fifth and sixth stages of "winding 
down" and "closure;' face major problems around housing. In permanent clo
sures, real estate loses value dramatically unless re-purchased at some pre-esta
blished rate of compensation, either by the company or the state. The effects are 
most severe and disruptive when they occur in a mature resource community. 
Recurrent temporary mine closures or recurrent production fluctuations can 
have an effect similar to the announcement of a permanent closure. The impact 
of fluctuations can be great enough to increase personal instability during a 
winding-down phase and dissolve community attachment, causing further out
migration and the loss of housing and equity (Bradbury and St-Martin 1983). 

In periods of winding-down in the resource industry, vacancy rates vary with 
the form of housing. Cheaper and less "permanent" housing is often vacated 
first. The layoff strategies in downswings often start with the job categories 
occupied by unskilled persons and shorter-term residents, largely because lay
offs and firings occur through seniority (Hess 1984). Inasmuch as job categories 
match housing types, stepped housing movements will occur: mobile homes 
and apartments occupied by unskilled and semi-skilled workers become vacant 
first. Basement apartments are vacated next, followed by permanent multi-fam
ily housing, and lastly, single family dwellings. House sales in such circum
stances also tend to follow a cycle paralleling or even preceding incidents and 
events which have in the past precipitated downswings; these include price fluc
tuations in the resource base, union-company wage and salary negotiations, and 
periods of seasonal or cyclical plant closure. 

Privatization, Equity and the Housing Market in Resource Towns 

Relationships among the resource company, the local community, local govern
ment, and the provincial and federal agencies responsible for administration are 
an integral part of housing-related problems at the political level. The various 
levels of responsibility in resource towns, especially where the infrastructure 
and the townsite have been created by the resource company, become a matter of 
who will pay for what. Since 1945 the trend has been from traditional company 
towns, where the company was the supplier of employment and housing, to 
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more open communities with local government and with housing made avail
able for sale to residents. 

Herein lies one of the major areas of change in resource towns across Canada: 
the creation oflocal housing markets which do not have a "normal" structure of 
buyers and sellers. The trend which has become most marked in resource town 
housing is the privatization of the stock and the move towards creating more 
"permanent" communities. House values are susceptible to sudden devaluation 
ifthe town is closed or ifthe industry enters a short-term recession. 

In some towns, resource companies have created partial housing markets to 
cope with the fluctuations and with the apparent demand for home ownership. 
In some circumstances, for instance, companies have created partial markets in 
which house sales are permitted and others where tenure and sales are strictly 
regulated (Bradbury 1984b). Furthermore, in some towns, companies have 
sought to allocate housing types to different employees - whether management, 
technical, or skilled workers. Thus, even within the overall objective of increas
ing the levels of home ownership under a privatization program and the genera
tion of a new class of owners, the distribution of the stock is not free from com
pany influence (Walker 1953,103). 

Home ownership and equity became more problematic in the economic 
downswing which occurred in the late 19705 and early 1980s, as the post-war 
period of optimism and frontier expansion came to an end. Housing equity is an 
important component of retirement income or of the funds required ,to pur
chase a new home elsewhere. The loss of equity therefore represents a serious 
issue (Pinfield and Etherington 1982; Bates 1983). 

In part to deal with this question and to retain control over the housing stock, 
"buyback clauses" and sales agreements between the company and first or sub
sequent owners were set in place in many such towns. In one sense the housing 
market and the trend towards privatization were controlled by the existence of 
buyback agreements, but only to the extent that resource companies or their 
housing subsidiaries maintained a hold on the housing stock. 

There are various kinds of buyback clauses. Most systems set a selling price 
which roughly matches the equity value, together with improvements, minus 
some form of depreciation. Some operate exclusively for the first owner with 
modifications to the liability and status of subsequent buyers (Pinfield and 
Etherington 1982). The first owner may be guaranteed a sale to the resource 
company within the first five to ten years of occupancy. Under these circum
stances an adjusted price - depending upon the company's perception of house 
values and the growth of a home owner's equity - will be paid upon resale to the 
company. 

However, once house sales are no longer guaranteed by a buyback clause, a 
second pricing system takes over characterized by a local market structure 
which varies with phases of the local or regional business cycle. In such settle
ments, prices vary with the level of demand for the local commodity and the 



John H. Bradbury 

status of the boom and bust structure of the regional economy. House prices in 
peak periods may be as much as 20% above low cycles. However, in downswings 
and periods of winding down or closure, prices will show considerably greater 
variations and ranges. 

In nationwide downswings affecting resource towns, questions arise as to if 
and how home owners are to be compensated for lost equity. In such cases the 
state, the companies, and the communities have been called upon to exercise 
judgment over the costs and responsibilities of the loss of equity to the work
force and to the associated business community in those settlements. The evalu
ation of such costs and the equitable distribution of compensation, when com
pensation is considered, has been a difficult political problem. That it should be 
resolved primarily in the political field represents a tacit recognition of the place 
of private enterprise in the resource frontier settlements in Canada and an 
awareness, at least on the part of the resource companies, that risks must be 
shared by all parties. 

The opposing view suggests that the companies have passed along many of 
the risks of cost sharing of housing, particularly to the citizens of the townsites, 
and have thus divorced themselves from responsibility in the equity issue. So, 
the state has been called upon to provide compensation as well as to provide 
judicial mechanisms to cover community costs in periods of rapid downswing 
and consequent loss of equity. A parallel argument suggests that the resource 
companies should assume the risks of housing costs and housing losses as part 
of the overall costs of production. This would involve the development of rental
only settlements and a degree of financial support from government agencies 
such as CMHC. At present, CMHC policy limits mortgage insurance in resource 
communities to home owners. 

Investment risk, then, is a topic which has concerned the creators and the 
occupants of Canadian resource towns. As administrator for the Mortgage 
Insurance Fund, CMHC remains concerned about claims losses in resource
based communities. As of 1986 the pressing need was for a comprehensive policy 
for these areas; the issue being the appropriate measure of risk for public invest
ment or guarantees in locations of uncertain viability. 7 

Post- War Resource Town Development and Policy Orientation 

In the 1950S and 1960s several Canadian provinces enacted "New Towns" acts 
specifically for the more isolated towns that were sprouting on the resource 
frontier. These acts specified the principles of town planning, town layout and 
the levels of responsibility of companies, local governments, and provincial 
arenas of power through the medium of by-laws and "Letters Patent." Further
more, the Acts specified mechanisms for the transfer of political power to local 
municipal councils, although in several cases the councillors were drawn from 
company management in the early years of the townsites (Bradbury 1978). 

In the first few years of these townsites, the costs of creating the infrastructure 
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were high, building in a heavy tax burden for future residents (Bradbury 1978). 
Municipal elections brought together an interesting mix of local issues and 
company concerns, including the issue of political control over the development 
and costs of the settlements and the distribution of housing. There were wide 
variations in local policies and in the distribution of power but for the most part 
the transfer of political control was a slow process because of the omnipresence 
of company interests and differential corporate financing of community devel
opment. By the 1980s municipal elections brought together a wider range of 
interests including local business groups as well as union and company repre
sentatives. This process proved to be an intriguing mixing vessel for the different 
groups in many "company towns," but it did not bring significant change. In 
general, municipal government decisions remained tied closely to resource 
company financing and policy. The exceptions were those settlements which 
had diversified their economic base so that local tax support was not derived 
substantially from a single company. 

As well as changes in the policy toward running townsites, there were numer
ous modifications over time to the way houses were owned, rented, and distri
buted. In older company towns, housing together with the local company store, 
movie theatre and union hall was an important part of the physical artifacts and 
symbolism of company dominance in the resource townsite. However, after 1950 
the law and order of the corporate physical environment was replaced by towns 
designed by engineers and architects. Housing was created as a commodity -
rather than purely as an item of accommodation to be distributed by the 
resource company alone - although there were several subtle modifications 
made by the companies to facilitate housing distribution. Furthermore, the 
physical structures and symbols of corporate presence were deliberately torn 
down and burned in several townsites: for example, Port Alice, Vancouver 
Island, British Columbia and Natal and Michel in southeast British Columbia. 
In their place, a neat suburban system was created with law and order defined by 
by-laws rather than through the frontier rules of "company towns" (Walker 
1953). 

Table 20.1 illustrates the importance of direct government involvement in 
housing and land development. It lists the forty-three resource-based commu
nities in all provinces except Quebec, where the federal government participated 
with a provincial government to produce serviced lots to allow for the creation 
or expansion of the town's housing sector. 

The post-war period also saw planning introduced as a means of shaping the 
physical and social environments of resource towns. Planners hoped to create 
stability and a sense of permanence by using macro and micro-scale designs 
imported from southern suburban experiences (Robinson 1962; Roberts and 
Paget 1985). It was clear by the early 1950S that companies and provincial govern
ments were concerned about the corporate image of unkempt company towns, 
and the design of new towns was expected to reshape the physical and social 
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Province 

Nfld 

N.S. 
N.B. 
Ont 

Man 

Sask 
Alta 

B.C. 
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Table 20.1 

NHA Land assembly activity in resource towns, 

by location and date of initiation"" 

Section 40, NHA t 

Baie Verte 
Burin 
Carbonear 
Fortune 
Grand Bank 
Harbour Breton 
Marystown 
Trepassey 

Nackawic 
Atikokan 
Espanola 
Longlac 
Timmins 

Uranium City 

Cumberland 
Duncan 
Kimberley 
Ladysmith 
Mackenzie 
Masset 
Powell River 
Prince George 
Sparwood 
Trail 

1972 
1967 
1967 
1967 
1967 
1967 
1966 
1968 

1966 
1950 
1968 
1967 
1967 

1974 
1957 
1953 
1969 
1971 
1969 
1974 
1957 
1969 
1951 

Section 42, NHA t 

Arnolds Cove 
Bonavista 
Daniels Harbour 
Wabush 

Port Hawkesbury 

Elliot Lake 
Hearst 
Hornepayne 
Nakina 
Wawa 
The Pas 
Thompson 
Hudson Bay 
High Level 
Lac LaBiche 
Slave Lake 
Smoky Lake 
Spirit River 
Fraser Lake 

SOURCB CMHC Research Division. 
"" "Resource towns" taken from a list of 426 communities defined by DRBB (1979), 
refined to 279 centres by CMHC. Includes single sector communities, single industry 
towns, single company towns, and excludes prairie service centres, centres based on 
federal employment, communities north of 60th parallel and Indian reserves. 

1974 
1976 
1975 
1974 

1974 

1976 
1969 
1976 
1976 
1975 
1975 
1975 
1974 
1973 
1975 
1973 
1972 
1971 
1976 

t Section 40, National Housing Act authorized federal/provincial partnerships (75% 
federal) to acquire, plan, service, develop and market land for residential and ancillary 
uses. Section 42 authorized federal loans for the same purposes to be made to provinces, 
municipalities and their agencies. 
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fabric of settlements. With the cooperation of the resource companies, the plan
ning profession endeavoured to modify the physical structure of townsites to 
improve social relations and to effect a stronger sense and awareness of perma
nence (Parker 1963). 

In the 1970S several resource companies opted for an alternative strategy in 
northern settlements: namely, the use of commuter settlements. The use of 
existing housing in nearby settlements enabled some companies to avoid build
ing new townsites. Even so, the overall problems of housing values and housing 
needs were not overcome, for in the long run most commuter settlements were 
still subject to economic upswings and downswings. In situations where 
resource operations were stable, such as at Rabbit Lake in Saskatchewan, com
munity stability was matched by a satisfactory housing situation. Commuter 
settlements may be the appropriate format for the immediate future; but they 
must have a firm economic base for the housing market to be stable, and they are 
only possible when resource development occurs within commuting distance of 
an existing settlement. 

Government participation in resource town planning and in the financing of 
housing has increased since 1945. Table 20.2 shows a set of examples depicting 
various aspects of the public role in financing, from provincial regulations and 
housing programs to the NHA and CMHC-insured lending and mortgage pro
grams. From 1954 to 1957 CMHC made direct 80% loans to resource companies 
for employee housing. After 1957· the resource companies were required to 
obtain private capital for employee housing. In January 1963 a one-industry
town policy was introduced. This covered housing for company employees only, 
in towns dominated by one industry. The guarantees made the companies 
responsible for either the total loss on a home for a period of ten years, or for a 
maximum los5 of $10 000 per unit for a period of twenty years or the life of the 
mortgage. 

In April 1978 the one-industry-town policy was superseded by the resource 
industry guarantee policy. Under this, towns were designated special resource 
towns when they were growing at 20% or more per year. In July 1979 this policy 
was amended to include resource towns with zero or a declining popUlation, 
with the designation lasting two years. This policy required the resource com
pany to provide a guarantee that they would buy back the property upon default 
of the mortgage. The Resource Town Lending Policy was suspended in 1983 

because of the high rates of defaults in some resource towns. As of 1986 new 
mortgage insurance approvals in resource towns were made by CMHC on a 
case-by-case basis. 

As of 1986 provincial governments were becoming increasingly prominent in 
community development as the trend away from company control evolved. In 
British Columbia, for instance, regional plans are required before resource 
development can proceed. Measures by the province are aimed at "capturing" 
extraction operations within the local municipal boundaries so that local 
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Table 20.2 

Government participation in selected resource town housing, financing and controls 

Townsite 
Name Province date Government participation in housing finance 

Lynn Lake Manitoba 1951-53 Federal participation, but the resource 
company required to guarantee mortgages. 

Leaf Rapids Manitoba 1970-71 Manitoba government directly involved in 
town development. Federal government 
provided housing funding through insured 
loan program ofCMHC. 

Fermont Quebec 1971-73 No federal government programs were used 
in housing in Fermont. 

Lanigan Sask 1968-70 Earlier village established circa 1930. Federal 
government assistance through NHA 
mortgages and cooperative housing. Costs 
are defrayed in mortgage payments by 
resident owners. 

MacKenzie BC 1966 B.c. Housing Authority constructed 
townhouses for rent. CMHC financing 
coupled with company guarantees ofloans. 
CMHC Land Assembly program used (Table 
20.1). "Instant Towns" legislation used by 
Provincial government. NHA mortgage 
program used for private house construction 
- paid for by residents. 

Manitouwadge Ontario 1954 Federal participation through an Ontario 
government housing project; the company 
owned housing and wrote off investment at a 
"30% rate on a declining balance:' 

Tumbler Ridge BC 1981 NHA mortgages and provincial assistance. 

SOURCB Fletcher and Robinson (1977) and Rabnett Associates (1981). 
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property taxes from the company generate the majority of local revenue. This 
can prove to be hazardous, however, as the fiscal fortunes of the community are 
directly dependent upon the profitability of the resource company. There are 
examples of unsupportable municipal debt in declining resource communities 
that eventually revert to senior levels of government. In this regard, provincial 
governments will bear the responsibility and consequences of judging the long
term risk associated with infrastructure development in resource towns. 

Conclusion 

The post-war period has seen remarkable changes in the form and context of 
housing in Canadian resource towns. The old regime of the "company towns" 
has disappeared, and in their place, new planned towns on the resource frontier 
have been built. Each of these settlements has been graced with new houses and 
with new housing policies. Each townsite has grown under a different corporate 
and government regime which has coloured the type of housing and the distri
bution mechanisms. 

The major trends in Canada as elsewhere have been the privatization of 
housing and the normalization of local government relations in most single 
industry resource-based settlements (Neil and Brealey 1982; Neil, Brealey and 
Jones 1982). Privatization has occurred unevenly, however, and several commu
nities still have some characteristics of "company towns" and high levels of 
rental tenure. The change to private ownership of housing has occurred within 
the overall milieu of a dominant or monopoly firm which has tended to retain 
some levels of control over the production and distribution of housing, because 
housing constitutes an important part of productive capital investments. Both 
the industry and workers are caught in a dilemma. In upswings, private owner
ship of housing is apparently satisfactory. However, in downswings, housing 
prices tumble and home owners lose their equity and savings. The alternatives 
are to spread the risk over government and companies, to adopt commuter stra
tegies, or to revert to rentals in housing owned by government or the resource 
company. 

It is also important to distinguish between the housing distribution system 
and the housing markets within resource towns and those in "normal" town
sites. In resource towns, because of the dependence on a single industry base and 
because of the upswings and downswings in some raw materials industries, 
there is an unusual market structure for housing. An artificial market structure 
operates in some areas; and in others, companies have deployed a system of buy
back clauses to overcome problems in the distribution of housing and to allevi
ate difficulties in the retention of equity in a downswing. The resource town 
housing system is thus unusual in the Canadian context because of the mix of 
different housing policies and tenure types. The resource companies continue to 
dominate in the housing arena, despite political measures that promised to 
change these relationships by "normalizing" local government relations. 
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Notes 

1 For an opposing view on the evolution of resource town policy in Canada, see Robson 

(1985) and Saarinen (1986). 

2 The general pattern of housing values also reflects this overall newness, but the data must 

be tempered by the knowledge that in several settlements the values are greatly influ

enced by structural devaluations brought on by the decline or demise of the economic 

base and of the community itself. 

3 Furthermore, resource towns, at least in the post-war period, tend to be constructed in a 

short period of time in blocks and rows of houses of similar design, a factor which influ

ences the overall trend of newness. 

4 In the case of Schefferville, the townsite experienced a critical market downswing, and 

mortgages were less popular because sales of houses were marginal. Both prices and 

equity were substantially lowered by closure of the townsite. 

5 There are some slight variations in air transport costs between remote settlements and 

central urban areas in several provinces. 

6 In this latter phase, the planning strategies applied in Fort McMurray, Tumbler Ridge, 

and Hemlo were deliberately designed to incorporate considerable mobility. However, 

even with this innovative modification, the settlements may still succumb to an eco

nomic downswing and a loss of equity in housing. 

7 A new federal policy with specific provisions for special-risk communities was intro

duced in 1987. 



CHAPTER TWENTY-ONE 

Lessons Learned from Canada's 

Post-war Housing Experience 

John R. Miron 

IN PART, this book is a historical overview. Beginning at 1945 or earlier, each 
chapter details post-war changes in housing outcomes, in the shifts in demand, 
supply, and allocation that gave rise to these outcomes, and the causes of these 
shifts. Also explored are the many public policies that shaped or directed these 
changed outcomes. From its own perspective, each chapter attempts to answer 
the question "what can be learned about housing progress from the post-war 
experience?" 

In drawing lessons from past experience, the authors of this volume identify 
mechanisms and policies that did or did not work. They also identify the under
lying conditions that gave rise to this consequence. These lessons are useful in 
thinking about current or future housing problems. They suggest where and 
under what circumstances a particular mechanism or policy might or might not 
work again. However, just because a policy failed (or succeeded) in the past does 
not necessarily mean that it will do so again in the future; the processes through 
which the policy acted may change, or the underlying conditions that gave rise 
to the policy consequence may not remain the same. Understanding how and 
why housing progress occurred helps us to assess whether post-war experience 
can be applied to present or future problems. 

Lessons Learned About Producing Housing 

In this book, the authors comment only briefly on lessons that can be learned 
regarding the housing industry, since this topic is covered in a companion study 
on the industry undertaken by CMHC (Clayton Research Associates Limited 
1988). What follows is restricted to ideas discussed in Section II (the supply side 
of housing). Here, I assume that the housing industry consists of the collection 
of builders producing new or renovated housing stock for sale and landlords in 
the business of providing rental housing services from the stock. Initially, 
I exclude home owners (that is, self-providers of housing services and stock) 
from this discussion, preferring to treat them separately in the context of 
do-it -yourselfing. 

353 



354 John R. Miron 

PERFORMANCE 

One lesson to be learned from this monograph is that the residential construc
tion industry in Canada is big, robust, and healthy. For many Canadians, the 
private sector part of this industry has been able to deliver efficiently the housing 
they want. While it is true that the housing needs of other Canadians were not as 
well met, and that the public sector also contributed in important ways, we 
should not understate the importance of having had a competitive and efficient 
market for housing production. 

This same industry developed the post-war suburban landscapes that now 
surround our cities and in which a majority of Canadians presently live. We may 
now despair of the aesthetic, visual, and social homogeneity of those suburban 
neighbourhoods, their squandering of energy, the difficulty of providing social 
services to them, and other problems. Nonetheless, they were remarkable suc
cess stories. 1 As Canada's population doubled, these neighbourhoods provided 
safe, clean, comfortable, and healthy accommodation together with good traffic 
control, ample parkland, and conveniently clustered community and commer
cial facilities. 2 

At the same time, we have learned that the challenges facing this industry are 
changing. However successful at past challenges, the industry may now be enter
ing a period of transition that will require different skills and techniques. The 
large amount of new housing produced in the last four decades, together with an 
expected demographically driven slump in net new demand, suggests that the 
amount of new construction will subside. Renovation of the now-aging existing 
stock, and especially high-rise rental units, is becoming more important. It is 
not yet clear how pronounced this transition might be, nor how easily the indus
try will cope. 

ORGANIZATION 

We have also learned that the housing industry is a paradox in Canadian indus
trial organization. On the one hand, it is large: residential construction is about 
20% of total Gross Fixed Capital Formation. On the other hand, unlike many 
other large industries, business is not concentrated in the hands of a few large 
firms (see Chapter 8).3 Although the post-war period has witnessed the emer
gence of some major firms within the industry (and, in some cases, their 
demise), the industry has generally been characterized by a large number of 
small suppliers. 

This paradox is all the more surprising given all that has been learned about 
the entrepreneurial risks involved, particularly for builders. Almost universally, 
home building involves risks. One advantage of a large firm is that it can spread 
the risks of a particular venture over a wider base of operations. Why did the 
riskiness of enterprise not lead to more large firms in the industry? And among 
those that did emerge, particularly in the 1970S, why did several eventually move 
from the residential sector into other real estate development? 
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Here, one has to be careful to specify the advantages and disadvantages of 
bigness within the industry. The advantages of bigness primarily take the form 
of declining unit costs of maintenance and servicing; for example, larger build
ings can usually be maintained at a lower cost per suite than can small buildings, 
and having more suites or buildings enables the landlord to negotiate better 
with utilities and service and repair trades. At the same time, these advantages 
are largely local; having buildings in two cities that are far apart is not as advan
tageous as having them in the same area. At the same time, there are also portfo
lio-holding risks: for example, holding all one's rental stock in Calgary during 
the oil bust of the early 1980s. Another important disadvantage of bigness in 
property management is the problem of cost control and supervision. As a firm 
becomes bigger, it becomes more difficult to ensure that employees act effi
ciently.4 

There are advantages to large-scale construction in a given local market. 
However, given variations among local markets in financing, in zoning and 
building code requirements, in land subdivision, in labour practices, and in 
building technology and practice, it is not surprising that firms largely concen
trate in one local market. Again, as well, cost control and supervision are prob
lematic for firms that operate in several local markets at the same time. Then, 
too, there is the problem of portfolio-holding; firms that operate primarily in 
just one local market must live with the ebbs and flows of that market. 

In part, the period since 1945 has been characterized by a shrinking in the 
disadvantages of bigness - a lesson quickly learned by some of the emerging 
major developers. The increasing standardization of building codes, improved 
diffusion of "best practice" building technologies, an increasing use of prefabri
cated parts and building systems, the development of specialized subcontractors 
and consultants, and improved management techniques and information sys
tems helped make big firms more competitive and manageable. In addition, 
there was a demand for the integrated neighbourhoods and large-scale subur
ban planning that big developers were able to provide. 

Also, we have learned that the changing economics of land assembly were 
important to the emergence and survival oflarge firms. Up until the mid 1970S 
residential land prices increased modestly faster than either inflation generally 
or the costs of holding land (that is, mortgage costs) specifically. This gave a 
comparative advantage to companies that assembled land for large develop
ments and moved these projects downstream and into the market. In the late 
1970S the situation changed as the boom in land prices subsided and holding 
costs increased sharply. The financial leverage that earlier propelled the growth 
of large firms became the undoing of some of them. The return of some local 
markets in the late 1980s to the rising land prices and robust housing demand 
that had characterized the 1960s and early 1970S demonstrates the cyclical 
nature of land development that was an important lesson learned by large 
firms. 
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TECHNOLOGICAL INNOVATION AND RISK TAKING 

Chapter 8 argues that Canada was well-served by its housing construction tech
nology. The efficiency of site-built wood-frame platform construction that 
characterized low-rise construction has improved steadily since 1945, partly as a 
result of building research funded by CMHC and other public agencies. 5 We 
have learned that this gradual improvement proved more successful than either 
the modular building systems or manufactured homes once thought to be the 
ways of the future. Although the amount of manufactured components used in 
site-built housing has risen, technological change has been gradual. The story is 
similar for developers of high-rise accommodation. There were technological 
breakthroughs, but radical shifts such as manufacturing entire houses generally 
failed to take hold. Furthermore, greater standardization led to the development 
of specialized subcontracting that reduced the need for developers to keep 
abreast of all technological changes and in part undermined the raison d'etre of 
large firms. 

At the same time it is ofinterest to note the role of CMHC and NRC in devel
oping and promoting innovations in housing construction. The lack of ade
quate research and development expenditure within the residential construc
tion industry has been widely noted. Did CMHC and NRC inadvertently help 
ensure that large firms did not develop in the industry by taking away one 
important reason for their existence? Could the lesson to be learned here be that 
a government policy introduced to help small firms perpetuated inefficient 
organization of the industry? 

There is also a lesson to be learned about risk exposure and containment. In 
speculative construction, builders risk taking a long time to find a buyer. In 
mortgage financing, landlords take risks in borrowing "long" (that is, through 
mortgages) in order to lend "short," that is, in rental leases. A similar risk is 
inherent in land banking where developers realize leverage when land prices rise 
faster than financial holding costs, but where losses also can be multiplied. From 
relatively cautious practices in the late 1940S, a surging demand for housing led 
to an increased risk-taking by the industry in the 1960s and 1970s. In the early 
1980s risk containment became a keyword under the sobering influence of 
recession. With the growth in size, larger development firms spread risks by 
diversifying into other forms of real estate development or into other regions of 
the country. 

Risk containment has also been a concern to the private mortgage insurance 
market in Canada. Insurers have several options available to help manage risks: 
giving coverage to a range of properties, insuring in a variety of geographical 
markets, varying the terms and fee for insurance among categories of risk units, 
diversifying insurance fund investments, seeking reinsurance, and using sophis
ticated hedging strategies. 6 There has been a growing use of these various stra
tegies, as insurers have learned of their benefits and as the increasing sophistica
tion of financial markets has so permitted. 
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PUBLIC AND SOCIAL HOUSING 

Metropolitan areas began the post-war period with what might best be thought 
of as a direct approach to the problem ofinadequate housing. The approach was 
to use large-scale slum clearance to remove "urban blight" and to replace it with 
subsidized, large-scale, socially-segregated, publicly-owned and/or managed, 
high-rise housing for low-income households. Not widely anticipated were the 
problems that such redevelopment created: the anger, frustration, and loss of 
senses of community and control that arise from eviction, the inadequate com
pensation of landlords and sitting tenants for costs arising from eviction, the 
temporary or permanent displacement of existing residents, and the higher 
rents often faced by dislocated tenants who were ineligible or unwilling to move 
back into the newly-constructed public housing. 

We have learned much about the value of being more sensitive in the design 
and delivery of low-rent housing. We have experimented successfully with 
small-scale developments, low and medium-rise building forms, private for
profit and third-sector ownership and/or management, socially mixed housing, 
and other means of delivering housing subsidies, including shelter allowances. 

That there is a niche for non-profit and cooperative housing is an important 
lesson learned. Third sector housing (non-profits and non-equity cooperatives) 
can have some comparative advantages. It can be nominally less expensive to 
produce: in part a result of sweat equity and in part because it can be carefully 
designed to meet the needs of its clientele. In general, it may provide tenants 
with a better security of tenure than otherwise is found in the private rental sec
tor. Finally, such housing can provide for more local community interest and 
involvement in financing, design, construction, and operation. 

RENTAL SECTOR 

This chapter would be remiss if it did not comment on the current state of the 
private rental sector. This is a real conundrum in housing policy. On the one 
hand, there were areas in Canada in the mid 19805 (notably Quebec) where this 
sector was healthy: exhibiting at least modest rates of vacancy, rent increase, and 
new construction. In other areas of the country, however, new construction was 
negligible; the existing stock (much of it high-rise) was thought to be slowly 
deteriorating; and we had either near-zero vacancy rates with rents straining 
upwards or high vacancy rates with moribund rents. As several chapters in this 
book attest, just what has caused these conditions is not clear; nor is it clear that 
a policy prescription is required. We have learned that the health and operation 
of the private rental market are the result of complex interactions (see also Jones 
1983, 52-9). The critical factors may be demand-based (for example, sluggish 
growth of average tenant income), supply-based (for example, riskiness of new 
rental construction), or policy based (for example, restrictive zoning, building 
codes, or rent regulation). It is easy to attribute an unhealthy market to just one 
of these factors, but the empirical evidence is mixed. As a result, it is not clear 
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just what can or should be done to rectify the condition. This is an area that 
requires more research. 

In this regard, we have also begun to learn of the potential of the condomin
ium sector in the supply of rental units. Although originally intended to be a 
vehicle for owner-occupancy in multi-unit buildings, condominiums also pro
vide small landlords with a relatively liquid investment, well-defined monthly 
costs, and the ability to realize capital gains by reselling the dwelling to a home 
owner at some future date. This has been occurring both informally (that is, 
where a building has a mix of renters and home owners) and formally (that is, 
where condominium ownership is used to syndicate a rental building). 7 

DO IT YOURSELF 

Finally, although we lack good data, we have learned that the do-it-yourselfers 
have likely been instrumental in achieving housing progress across Canada: 
whether in rural areas, small towns, or large cities. Although it is difficult to 
define exactly what constitutes a renovation expense, Canadians may have been 
spending more money each year on renovation by the mid 1980s than on new 
construction; and this is in spite of the relative newness of much of the housing 
stock. Some of this work was done in compliance with local building and zoning 
regulations, but presumably some was also in violation. Do-it-yourself is an 
affordable, if not always best-practice or safe, alternative to commercial renova
tion and, sometimes, even new construction. In attempting to suppress certain 
undesirable activities, heavily-regulated urban areas with their official plans, 
building codes, zoning by-laws, and strict enforcement, also suppress the infor
mal sector. However, it is not obvious what governments can or should do to 
encourage this sector - other than to improve the level of information made 
available to do-it-yourselfers. 

Lessons Learned About Consuming Housing 

The first part of this discussion looks at lessons learned with respect to home 
ownership as a financial asset. The second part considers lessons learned when 
housing is viewed more broadly as a consumer good. 

HOUSING AS A CAPITAL GOOD 

Looking at many of post-war Canada's existing home owners, the principalles
son to be learned may well have to do with the redistribution of wealth possible 
from home ownership and the leverage entailed in mortgage financing. 
Although house prices tended to increase everywhere, the increases were most 
marked in the major cities. In part, the prices of existing homes rose because it 
became more expensive to purchase the materials, fittings, and labour required 
to produce new housing. However, also important was the rising price of metro
politan land: jointly a result of population growth (net immigration, natural 
increase, and increasing longevity) and increasing real incomes, with both 
driven by a surging metropolitan economy. 
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For many urbanites, home ownership became their single best route to 
wealth accumulation, and it may have come to colour their attitudes, and those 
of their children, toward lifetime savings and investment strategies. Housing 
was not simply acquired to be consumed over one's lifetime, with little regard 
for resale (or, at least, resale at a gain). Instead, a view may have arisen that hous
ing was an investment that, especially in metropolitan areas, was increasingly 
liquid and would pay future gains that were as important, in an economic sense, 
as the benefits arising from occupancy. 

Expansion and liberalization of the mortgage market allowed for a broad 
participation in metropolitan housing markets. This had two important effects. 
One was to enhance the demand for owner occupancy, and thereby the gains to 
be made from investing in it. The other was to spread the gains across a wide 
cross section of the market: by income, by age, and by family type. However, 
these capital gains were just a redistribution of wealth, not a net addition to it. 
Existing owners benefitted at the expense of new owners, and owners of more
expensive homes at the expense of other owners who upgraded. We simply do 
not know just who in Canadian society presently have been the net beneficiaries 
and who the net losers from all this redistribution. Also, because post-war popu
lation growth was just one factor, albeit important, that fuelled the capital gains 
boom, the boom may not necessarily end with the anticipated slowing growth 
or decline in Canada's population over the next half-century. 

Also important here was a lesson learned regarding the changing significance 
of "filtering" in the housing markets of many large cities. The early post-war 
suburban housing boom led to the outward movement of more affluent house
holds. The older, inner-city stock - much of it depreciated but still of good qual
ity - became occupied by the less-affluent households that had remained (or 
immigrated). It can be argued that filtering spread the benefits of net additions 
to the suburban housing stock broadly among income groups. The process of 
inner-city revitalization - gentrification - that began in the mid 1960S in some 
cities arrested the filtering process and may well have reduced overall the bene
fits arising to less-affluent households. 

HOUSING AS A CONSUMER GOOD 

Running through this monograph is a lesson learned about the ongoing dicho
tomization of Canadian households into housing haves and have-nots. On the 
one hand, housing has become more a consumer good, and less a necessity, for 
many Canadians. On the other hand, a growing group of Canadians have been 
poorly or unaffordably housed. Among the haves, typical housing consumption 
is currently at a level that in some respects exceeds any plausible minimum stan
dard of decent accommodation. The haves, if anyone, represent the success 
stories of the post-war Canadian housing market and housing policy. Never 
before have so many Canadians been accommodated in comfortable, warm, 
healthy, and safe housing, nor had such access to community infrastructure and 
social services. At the same time, a persistent and growing number of Canadian 
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households (and would-be households) have not been well served; they either 
simply cannot find housing at all, or can ill afford what they do find. As argued 
in Chapter 4, the dichotomization may in part be a perverse and unanticipated 
impact of the underlying focus on home ownership in some federal and provin
cial policies affecting housing. 

Underlying parts of Chapters 8 and 11 is a view that housing is increasingly 
seen, among the haves at least, as an increasingly elaborate consumer good,like 
a VCR or an automobile with ever-more options. Ifhousing is just another con
sumer good like automobiles, why do we need government housing agencies, 
ministries, or departments? Historically, we needed them in part because 
households (and governments) have perceived housing differently, in some 
sense, from other goods. Have the attitudes of consumers changed? Is housing 
now somehow less important or less cherished than it used to be, and if so, is 
there still a role for governments to play in the production, supply, or allocation 
of housing? It is impossible to answer such questions directly as empirical data 
on changes in attitudes toward housing are scarce. Nonetheless, these are inter
esting questions, in part because underlying conditions that might determine 
such attitudes have changed. There may be an important lesson here in terms of 
the need for government and public policy to respond to changing attitudes. 

Housing takes on a special meaning to its inhabitants for two contrasting rea
sons. One is that housing, or the "home': symbolizes the history of the family 
and the process of living therein. In other words, consumers treat housing dif
ferently from other goods because it comes to represent their hopes and dreams, 
their successes and failures, and the major events of family life. The second rea
son that housing may have been treated differently is because of its uniqueness 
and relatively illiquidity. Owner-occupied housing was typically expensive and 
not easily disposed of. To the extent that we "cherish" that which is too costly to 
throwaway or sell at less than fair value, housing may have had a special mean
ing to us. We also may cherish a dwelling because of something that is unique 
about it: for example, an architectural detail, the layout of rooms, nearby ameni
ties, or the special location of the dwelling within the community. 

Housing as Symbol of Family Life 
An important change over the post-war period has been the growing popula
tions oflarge cities and metropolitan regions throughout Canada. Urbanization 
made feasible new forms ofliving arrangements and housing along with ways of 
providing community and social services. It nurtured the formation of non
family households whose sense of the importance and value of "home" may dif
fer from the traditional family household. In addition, for some of these house
holds, and some family households as well, activities that used to be an integral 
part of home life (for example, food preparation, or elementary medical and 
recovery care) can now take place outside the dwelling or be brought in. 

The family household also changed in ways that may have affected the 
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meaning and perception of "home." One change has been the rise in paid 
workforce participation among mothers; another has been a greater part-time 
workforce participation among teenagers and students. 8 Together, these may 
have reduced the amount of time that families spend together in their dwelling. 
Another important factor has been the declining importance of childrearing in 
the family life cycle: because of increasing longevity generally, declining fertility 
and increasing childlessness after 1960 as well as the narrowing age range of 
mothers at child birth. With an improved health care system, and a resulting 
greater use of hospitals, fewer Canadians were born, or died, at home. In this 
sense too, the home may have become a less important symbol of family life. To 
the extent that attachment to "home" is a function of the family activities and 
memories that occur there, such changes affect the attachment of families to 
their housing. 

Also important has been the decline of shared accommodation. The relatives 
and lodgers who used to live with families in larger dwellings added something 
to the quality of home life. While the experience may not always have been posi
tive and families may well have been happy to come to live alone, sharing may 
have enriched the experience of domestic life by broadening the resident set of 
personalities and perspectives. Its decline may thus have adversely affected the 
richness and quality of home life in ways that reduced the special meaning of 
home. 

Although difficult to document, it is also widely believed that post-war Cana
dians became geographically more mobile. If so, this may have meant that indi
viduals have come to spend less of their life in anyone dwelling, foregoing the 
opportunity to develop a longstanding attachment to one home. Also impor
tant in this increased mobility was a closer matching of dwelling size to family 
size that meant less room for sharers. Interestingly, the attachment to "home" 
may have begun to re-express itself in relation to the family camp, cottage, farm, 
vacation, seasonal, or weekend home. Households might move from one princi
pal dwelling to the next (sometimes at great distances), but they often kept the 
camp/cottage/farm for "the family." 9 

Changing Liquidity and Uniqueness of Housing 
The divergence between house and home may, in part, also have been abetted by 
the increasing use of prefabricated components. As argued in Chapter 11, dwell
ings can be perceived as boxes into which, since 1945, have been stuffed an 
increasingly rich array of appliances, furnishings, and fittings. In so doing, the 
box itself can become relatively unimportant. Given sufficient funds and 
enough space, it may be possible to take a box, stuff it appropriately, and make it 
look from the inside essentially like any other box. If so, then part of the 
"uniqueness" of a dwelling may have been lost. 

It can be argued that we cherish things that, having outlived their usefulness, 
are not easily re-sold. If so, post-war improvements in the efficiency of the 
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housing market may have reduced the special significance of the home. One can 
point to the more-efficient housing markets that arose with increasing ur
banization, and better-organized systems for advertising and selling owner
occupied property. Also important was the felling of restrictions on mortgage 
finance and the gradual integration of residential and other consumer financ
ing. Finally, the waves of house price inflation that swept through various parts 
of Canada generally in the post-war period and particularly in the 1970S also 
helped improve liquidity in the housing market. 

In part, an increasing sophistication with respect to financing options may 
reflect an emerging view of housing as just another consumer good. Since 1945, 

as lenders came to offer more products, households have grown more willing to 
accept increased risks in return for obtaining better housing or financing. When 
home is sacred, households might well be expected to be risk-averse. When it is 
not, they are willing to take more chances. As the range and variety of forms of 
consumer credit increased, so too did the variations in mortgage funding. 
Whether by choice or necessity, households came to use a broader range of risk 
options. 

Lessons Learned About Government's Role 

At all levels of government in post-war Canada, there were new attempts to 
redesign the way in which housing was produced, demanded, or allocated. In a 
sense, we have the most to learn about the roles and impacts of governments, 
because they were relative newcomers to the housing market. 

ADEQUACY AND AFFORDABILlTY 

Arguably, the most important lesson learned here concerns intricacies in defin
ing housing adequacy. Governments at all levels have wrestled with this. The 
fundamental questions remain unanswered. How does one define a set of mini
mum standards for housing? How and why should these standards differ 
depending on the characteristics of the households? For which potential house
holds are these standards to apply? Who should set the standard? That defini
tions of adequacy do vary is not surprising given the manifold ways in which 
housing contributes to our happiness, health, and well-being, our sense of place 
and community, our access to amenities and services, our neighbours, our sta
tus, and our aspirations for the future. Also important here is one's perception 
of society's goals, and of how society should proceed to address those goals. If 
anything, the preceding chapters emphasize that we have learned ofthe need for 
governments to be explicit about what they are trying to achieve with their poli
cies. 

Perhaps nowhere is this need better evidenced than in relation to the promo
tion of home ownership. Since 1945, governments at all levels have promoted 
home ownership as good for Canada. 10 In Chapter 3, it is argued that home 
ownership may help promote social goals such as efficiency, redistribution of 
wealth or income, quality of life and personal security, and security of tenure. 
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What is not clear is the magnitude of these benefits or the opportunity costs in 
terms of other goals. Do the benefits outweigh the negative impacts? This is a 
question for which, even today, there are only simplistic answers or crude calcu
lations. 

Related to this is a lesson learned about the difficulty of defining what is 
affordable. Some households have to cope with situations that, according to an 
arbitrary rule of thumb, require spending an unreasonable or undesirable 
amount on housing. Even leaving aside the subjective question of how one 
defines the limit to affordability, it is difficult to measure the funds that a given 
household has available to spend on housing, to identify the housing alterna
tives open to the individuals comprising that household, or - and this applies 
especially in the case of home owners in an inflationary environment - to mea
sure the real cost of the housing they consume. 

It would be inappropriate to end this section without considering the ques
tions of whether there has been an over-investment in Canadian housing since 
1945 and what has been the associated role of governments. An American study 
concluded that from 1929 to 1983 the rate of return to housing capital in that 
country had been about half that of non-housing capital and that an efficient 
housing stock would be only about 75% of its 1983 size (Mills 1987, 601). The 
study concluded that the favoured tax status of owner-occupied housing in par
ticular and a tax system that biases capital financing in favour of debt over equity 
in general could account for much of the over-investment in the United States. It 
is not clear whether over-investment is present to the same extent in Canada, but 
if so, this suggests the importance of seriously reviewing the system of income 
taxation. 

SOCIAL MIX AND COMMUNITY DEVELOPMENT 

Another lesson learned has to do with social mix. Some early experiments in 
post-war housing (both private and public) were criticized for being too homo
geneous or segregated. On the public side, for example, large-scale urban 
renewal and public housing schemes were found to be inferior to solutions that 
favoured neighbourhood renovation (for example, NIP/RRAP), carefully 
designed infilling, and medium-density housing. Throughout Canada, plan
ners have attempted to encourage a mix of incomes and age groups at the neigh
bourhood or community level. In some cases these efforts at integration have 
been divisive or expensive. Encouraging social mix is thought to create several 
benefits to Canadians: for example, improved social justice, equality of oppor
tunity, compassion, diversity, and sense of community. However, there is 
surprisingly little evidence of the extent to which current social mix policies 
actually do result in such benefits. At the same time, these policies can and do 
clash with the concerns oflocal residents over such things as loss of property val
ues or personal safety. We have learned the importance of finding answers to the 
following questions. What are the social costs of not promoting social mix poli
cies? How large are these? What alternative means are available to promote 
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social mix, and how effective are these? Governments need to think explicitly 
about what they hope to achieve, and how and why it will create net benefits. 

Since the early 1980S there has been a renewed policy emphasis on "targeting" 
which has been taken to mean that subsidies should be restricted to the needy. 
While laudable in terms of program efficiency - after all, no one wants to subsi
dize people who do not need subsidies - social mix may be a casualty. If one 
wants to encourage mix and non-needy households resist intrusion into their 
neighbourhood, there are only two policy options. One is to force the integra
tion by fiat (possibly at great political cost). The other is to provide incentives for 
the non-needy to accept the integration. One effective way of doing this - subsi
dizing the housing of the non-needy- is closed offby restrictive targeting. Social 
mix may be important. It is also elusive. We have learned that it is important to 
think about how and whether to promote it. 

Another lesson learned concerns the need to reduce discrimination against 
women and mother-led families. Since 1945 institutional lenders have become 
more amenable to the inclusion of the incomes of working wives in calculating 
mortgage eligibility among husband-wife families. This helped two-earner fam
ilies achieve home ownership at a younger age and made it possible for a broader 
group of households to achieve home ownership at some point in their lives. 
And as argued in Chapter 3, home ownership is an important tool for govern
ments seeking least-cost income maintenance schemes for the elderly. Also 
important have been the first steps of governments, through public housing and 
anti-discriminatory regulation in the private rental market, to ensure that lone
parent families (typically female-headed and poor) have access to adequate and 
affordable housing. 11 

STRATEGIES AND TOOLS 

Another important lesson learned is that the appropriate policy solution is 
partly determined by conditions specific to the locale. Because Canada is large 
and geographically diverse, global solutions need to be flexible enough to work 
in a variety of local situations. At the broadest scale, comprehensive national 
strategies - whether indigenous or imported from abroad - have to be designed 
to meet local needs. At a more localized level, it means that within provinces or 
regions policies and programs need to be geared to specific local housing condi
tions. There have been some attempts to redress this problem - for example, by 
targeting policies to specific local areas or problem situations. However, it is the 
source of a continuing dilemma. One possibility is to tailor a policy (either by 
individual design or the offering of options) to each locale, but this can detract 
from administrative efficiency or regional equity. 12 

There is a need to consider how a policy might best be implemented given 
Canada's multiple levels of government. A federal role has been especially effec
tive in the areas of (1) reducing impediments to the efficient operation of the 
housing market: for example, in improving the liquidity, availability, and supply 
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of mortgage financing, and in defining national standards for building materials 
and construction techniques; (z) pursuing housing policies related to 
macroeconomic goals such as full employment; (3) assisting, coordinating, and 
training provincial and local agencies in developing and implementing local 
housing policies. 

Governments have also learned of the benefits of involving those affected by 
their housing policies in the development and delivery of solutions. In some 
cases, this has meant involving the households that will live there and their 
neighbours in planning and design. In other cases such as rural/remote housing, 
it has meant not blindly imposing mainstream expertise or experience based on 
solutions that have worked in urban areas. 

Governments at various levels are continuing to learn about the advantages 
and disadvantages of the various policy tools, that is, tax expenditures, direct 
expenditures, regulation, crown corporations, and loan guarantees. In the case 
of tax expenditures and policy, the sensitivity of rental dwelling construction to 
the tax treatment of rental losses and capital gains (illustrated by MURBs) has 
been especially noteworthy. It can be argued that governments have increasingly 
turned to regulation as fiscal constraints have limited other courses of action 
and as governments found it difficult to control the dollar amounts involved in 
direct spending programs. 13 At the same time, poor regulation can breed new 
direct or indirect costs. This has led to contradictory moves: on the one hand 
reducing regulatory constraints (for example, federal policy to eliminate regula
tory requirements that were restricting liquidity in the mortgage market); on 
the other hand increasing regulatory activity (for example, land subdivision or 
rent regulation). 

At the federal level post-war governments have from time to time used the 
residential construction industry to achieve macroeconomic objectives such as 
full employment, economic growth, and price stability. Sometimes, the "tools" 
employed were direct (for example, construction or mortgage subsidies) and 
sometimes indirect {for example, fixing maximum NHA mortgage rates above 
or below market. Whatever the merits of the macroeconomic objectives, we 
have learned that such policy tools can have undesirable "boom or bust" impli
cations for the housing industry; in other words, stability is important to the 
development of an efficient construction industry. 

LAND-USE PLANNING AND REGULATION 

Another lesson learned deals with the uses and limitations ofland-use planning. 
In Canada, modern planning techniques were almost non-existent before 1945. 
Building code and land subdivision regulations were found in only a few locales. 
Land-use planning and development controls became widespread only in 
the 1950S and 1960s. They were implemented to serve several objectives: 
for example, consumer protection, social mix, improved efficiency, reduc
tion of harmful impacts on the environment, minimization of externalities, and 
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preservation of farmland. While regulation has undoubtedly solved some prob
lems, it has also created others. Early post-war suburbs tended to be socially 
homogeneous, have little physical infrastructure and few services, and be con
structed at low densities. Later suburbs tended to be designed for a mix of 
incomes, with a higher level of infrastructure, and at high densities. There have 
been complaints about the uniformity (that is, lack of diversity) of suburban 
development, high densities, and enforced mixing. A growing uneasiness about 
post-war land-use planning is another lesson learned; the complexity of urban 
life and human aspirations makes it difficult, if not impossible, to regulate into 
existence a satisfying suburban environment. 

We also have learned of the contradictory objectives of zoning (see Stach 
1987). In the early post-war years, there was a sense among home owners that 
zoning restrictions were written in stone. If one bought a lot in this new devel
opment, one could be assured that all surrounding lots would be restricted for
ever to the same usage. However, this fixity later partly dissolved. Planners used 
uneconomic zoning as a bargaining tool to get developers to provide other con
cessions. Developers viewed current zoning restrictions as an initial negotiating 
position, and bewildered residents saw the changes as attacks upon their neigh
bourhood and their own property values. As the complexity of the regulation 
spread (in land subdivision, zoning, development, and demolition control), 
negotiation and resolution increasingly bewildered developers too. 

Out of that experience came another lesson. Beginning with the slum clear
ance and urban expressway projects of the 1950S and 1960s, some consumers in 
metropolitan areas began to band together to protect their neighbourhoods. 
With the spread of socially mixed housing and increasing traffic densities, the 
phenomenon soon also engulfed the suburbs. Residents' associations became a 
significant new political force that created both benefits and costs for society. 
One lesson learned was the importance of the neighbourhood in determining 
the quality of life possible in a particular dwelling and the feasibility of political 
action to preserve it. Another lesson learned was the difficult problem faced by 
governments that have to balance the interests of existing residents and their 
would-be new neighbours. 

A lesson still in the making has to do with the cost of regulation. Over the 
post-war period, the regulation of housing has increased dramatically. Some, 
perhaps all, of this regulation has been beneficial. However, in the last decade or 
so, there has come to be a growing awareness that regulation is not costless. In 
the case of housing regulation, the available evidence is far from complete. How
ever, there are continuing claims that the costs of regulation (nominal costs plus 
time delay) may be high and that, while there may well be benefits to society (for 
example, improved health, safety, or efficiency), every regulation should be 
reviewed to ensure that its benefit exceeds its cost. For consumers, one implica
tion is that regulation that is inefficient in the above sense pushes up the cost of 
housing and/or reduces housing affordability. 
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COSTS OF SOLVING HOUSING PROBLEMS 

Another lesson learned is that the cost of "solving" housing problems can be 
high. Virtually every housing program developed in post-war Canada has, 
directly or indirectly, a significant cap on total expenditure. For example, most 
public rental housing has been restricted to low-income families with children 
and/or senior citizens. Until recently, non-elderly singles and couples typically 
could not apply, regardless of financial condition. As another example, entry to 
programs such as shelter allowances is typically limited by availability (for 
example, they are open only to the elderly) rather than need. Universality is 
almost unheard of. Almost all housing programs have been targeted at specific 
groups or situations. In part, targeting is used to separate "problem" households 
from others. In part, though, targeting is also an arbitrary measure designed to 
limit the government's financial exposure. This raises questions of horizontal 
inequity because two similar "problem" households are treated differently when 
one is arbitrarily prevented from participating in a housing program. 

In part, we have learned that the high cost of solving housing problems is 
related to patterns of subsidies among and within households. Suppose the sep
arate accommodation of a low-income individual (such as a student or senior 
citizen) is subsidized by a family living elsewhere. Suppose that this individual 
then moves into a publicly-subsidized unit. The subsidy paid by a government 
typically supplants the amount formerly paid by the family. A similar substitu
tion occurs when an elderly parent moves out of a child's home (where a low or 
zero nominal rent reflects an implicit subsidy) to a subsidized senior citizen 
apartment. In part, the high cost of housing programs to governments is a result 
of such subsidy substitution. 

There is a related lesson about de institutionalization that we have been 
slowly learning in the past few years. With the relative reduction in Canada's 
institutionalized population come new housing policy responsibilities. Persons 
with disabilities, for example, need parallel support services if they are to make 
their way as normal members of a community. In general, the services they 
would have received in an institutional setting are not available in the commun
ity. Some of these services are best provided centrally, requiring that clients be 
located nearby. Other services are best provided in-home. In other cases, clients 
are best settled in special housing or group homes. The integration of these 
people into the community is one important aspect of social mix. 

We have also learned something about the adaptability of the existing stock. 
Since 1945, there has been a switch in emphasis in major urban areas from demo
lition to renovation. 14 In our cities are many examples of older buildings and 
neighbourhoods preserved or restored, of ambitious attempts at low-rise inten
sification, and of conversions and deconversions of structures that reflect the 
needs of new inhabitants. At the same time, renovation can sometimes be sim
ply too costly an alternative. Also, location is ever important; having a fine old 
structure may not be enough if it is in the wrong place. 
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Most governments and consumers naturally want housing produced as 
inexpensively as possible. So too do housing producers who see a loss of con
sumers if their housing becomes less affordable. However, we have learned that 
it is easy to be led astray by a short-run view of what constitutes inexpensive 
housing. 

Housing is a capital stock with a long life; for housing to be efficiently pro
vided, we have learned to take a correspondingly long-run view of its costs of 
construction, maintenance, and renovation. Public rental housing, for example, 
is now generally built according to standards for durability that meet or exceed 
those in the private sector. In building codes, there has been experimentation 
with cheaper alternatives for all residential construction; some substitutions 
proved workable, but others (such as switching to aluminium from copper wir
ing) proved unfeasible because of fire or safety hazards or limited durability. 
Provinces and municipalities have also explored land-use and zoning changes 
that increase densities and reduce land costs. The problem here is in distinguish
ing between what is cheap and what is efficient. It is sometimes argued that well
built housing, while initially more expensive, costs less to maintain over the long 
run, is more adaptable to other uses in the future as the need arises, or has a 
longer useful life. However, this is a dubious generalization. In some cases, it is 
expensive to renovate older structures. At the same time, renovation and demo
lition-plus-new-construction impose different social costs (and benefits) in the 
surrounding neighbourhood and in the community as a whole. It is difficult and 
unwise to generalizej the desirability of building quality and adaptability into 
the stock must be assessed in terms ofthe potential costs and benefits individu
ally in each case. 

HOUSING AND INCOMB MAINTBNANCB 

Another lesson that is still being learned concerns the impact of post-war 
income maintenance schemes. In part, the housing affordability problem arises 
because some households do not have a sufficient income to afford the basic 
requirements oflife. Since 1945 per capita incomes have risen sharply, especially 
in comparison to shelter costs. In that respect, housing affordability problems 
should have declined. However, averages mask important changes for particular 
households. As important were changes in income maintenance schemes that 
assure a household a steady disposable income over its lifetime: for example, 
unemployment insurance, family allowances, workman's compensation, old 
age security, the guaranteed income supplement, Canada/Quebec pension plan, 
medicare, and a variety of private pension and long-term disability insurance 
plans. In addition, the entry of married women into the labour force helped sta
bilize family incomes. The result was that relatively more households could 
expect to find housing affordable throughout their life span. For this group, 
housing policies aimed at improved affordability became less urgent. 

The curious twist is that post -war prosperity created a new class of poor. By 
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providing subsidized housing, medicare, and a variety of other subsidized 
goods, governments encouraged the formation of separate households among 
groups (such as the elderly and lone parent families) who had not previously 
been prone to living alone. However just the cause, these new households typi
cally had low incomes relative to shelter costs and augmented the affordability 
problem. Governments are now only beginning to learn the curious lesson that 
affordability might be inversely related to subsidization. 

Finally, a lesson still in the making concerns the fundamental goals of Cana
dian society and the desirability of housing subsidies versus cash grants or other 
tools as a means for achieving them. Analysts and policy makers, for example, 
continue to wrestle with the question of whether there is a unique role for hous
ing policy or whether housing affordability problems are simply a manifestation 
of inadequate income (see, for example, Bourne 1986). 

ROLES OF PUBLIC AND PRIVATE SECTORS 

This insight points to a broader lesson. In the early post-war period, govern
ments saw their role as fixing up market shortcomings and helping those who 
were left behind by the market. In effect, even though from 1945 into the 1960s 
from one-third to one-half of all new construction was assisted by NHA financ
ing, government policy essentially worked at the margin (that is, leftovers) of the 
market and did not directly compete with it. In the ensuing decades, a more 
activist role emerged in which governments increasingly began to interact, if not 
compete, more extensively with the private market. Senior citizen and low
income family rental housing, for example, in some sense competes with an 
available private stock. At first, the competition was weak. What governments 
built was far better than what was in the private market. Later, as the worst part 
of the private stock was culled out or withdrawn and the extent of subsidization 
declined, the differences between the two stocks became blurred. Increasingly, 
governments may find themselves competing with the private sector for the 
same group of clients. One lesson learned is that governments will increasingly 
have to decide just whether, why, where, and how they will choose to compete 
with the private sector. 

Finally, a lesson has been learned about uncertainty and its implications for 
housing policy. The tools of housing policy consist of carrots and sticks. We may 
perceive a problem - even a solution - but be unable to correct it. In part, this 
could be because of a misperception of the problem. In part, the carrots and 
sticks may not be sufficient for the job. In part also, it may also be because of an 
interaction between the private market and public policy. We set out, for 
example, to house existing elderly households better, only to find out that the 
number of elderly households increases all the more rapidly as a consequence. If 
there is one overall lesson, it is that policy makers should understand what they 
hope to achieve, the feasibility and means of achieving it, and the market condi
tions within which the policy will operate. 



370 John R. Miron 

Notes 
1 Vischer (1987) further discusses respects in which post-war suburban design principles 

have withstood the test of time. 

2 In saying this, I do not mean to gloss over the real problems that modern suburban and 

residential design have posed for many women. See Hayden (1984). 

3 Gluskin (1976,134) estimates that the ten largest publicly-owned builders in Canada pro

duced only 7-4'Yo of the new dwellings sold in Canada in 1976. Gluskin also reports that 

Cadillac-Fairview Corporation, at the time the largest corporate landlord and focused on 

the Toronto market, possessed under 6% of Toronto's total stock of rental apartments 

(1976,115). 

4 Of course, the same might be said oflarge firms in any industry. The landlord industry is 

particularly sensitive because the variety of differences among buildings make it difficult 

for senior managers to develop good predictions of expenses appropriate to anyone par

ticular building. 

5 For a description of the historical evolution of house building technology and design up 

to about 1920, see Doucet and Weaver (1985). 

6 These are described in more detail in Boyle (1986). 

7 In the mid 1980s informal and formal rentals appear to account for almost one-half of all 

residential condominium units. In regard to the formal sector, Skaburskis and Associates 

(1985, Table 2) found that of 61 condominium projects in a random sample drawn from 

across Canada, 14 had to be replaced because they were syndications. According to the 

1984 FAMEX, roughly another one-quarter of the condominium stock is occupied by 

renters in the informal sector (that is, where the tenant knows that the building is a con

dominium). 

8 The labour force participation rate among persons aged 15-19 years rose from 42% in 1970 

to 57% in 1988. See Statistics Canada (1989,242). 

9 There is a paucity of good data on owned second homes in Canada. While such dwellings 

are presumably a small proportion of the total stock of private dwellings, undoubtedly an 

additional substantial proportion of families can lay claim to renting such accommoda

tion or to sharing accommodation with owners who are relatives or friends. 

10 Many analysts also put a focus on home ownership in assessing the extent of housing 

progress. See, for example, Myers (1982). 

11 One should also mention the introduction of a variety of short and medium-term hous

ing for battered wives in this regard. 

12 It is of interest to note, for example, the devolution of ownership of public rental housing 

over time: from WHL, through the provincial housing corporations, to municipal agen

cies. However, what might be best for the administration of public rental housing may 

not be best for other facets of housing policy. 

13 This phenomenon has not been limited to Canada. Popper (1988) describes the increas

ing extent of centralized regulation in various parts of the US, particularly since the late 

1960s. 

14 In part, the change in emphasis may simply reflect the fact that much of the old urban 

stock that was not repairable had been demolished by the end of the 19605. The stock 

remaining thereafter was typically of better quality. 



CHAPTER TWENTY-TWO 

Current and Future Challenges and Issues 

John Hitchcock 

THIS MONOGRAPH suggests two dimensions to the current housing policy 
environment relative to post-war experience: type of problem and degree of 
complexity. These dimensions permit us to contrast the situation facing policy 
makers at mid-century and that facing them near the end of the century. In the 
early post-war years, housing problems seemed physically large but concep
tually simple; the backlog of housing problems from depression and war might 
be likened to the Augean stables, and the task of housing policy was one of the 
labours of Hercules; the task was enormous but clear, and it was expected that, 
when the task was done, it was done. The progress in housing quality over the 
post-war period has been unmistakable. While much can be attributed to gen
eral prosperity, a significant contribution was made by improvements in mort
gage financing as well as by policies related to specific housing issues such as 
social housing and rehabilitation. The problems we now confront are more 
complex: resembling the labours of Sisyphus more than Hercules. 

This monograph argues that housing is a necessary, but not sufficient, ele
ment of a livable, successful community and that we must look at the conjunc
tion of housing and neighbourhood conditions and services, considering the 
health, home support, social, and daily convenience needs of different house
holds. As an example, the housing needs of ex-psychiatric patients cannot be 
divorced from their non-housing requirements. The relative lack of official rec
ognition of, and response to, the needs of this particular group during the past 
decade has not been to our credit, though to take a charitable view, it suggests 
the difficulty of linking housing and other needs within our existing political 
and organizational environment. Policy must consider a matrix of housing and 
service needs, and we have to learn how to live with the organizational complex
ity inherent in that. 1 

Some people may be tempted to think that an eagerness to view things 
broadly simply reflects success in solving earlier tough problems, that perhaps 
we are dealing now with the less important ones - as if Hercules were casting 
about for a make-work project. However, housing policy has never fully 
acknowledged the links between housing and economic development, land-use 
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control, social services, and income security, in part, precisely because the links 
are complex. What we now confront is not so much "new" complexity as the 
revelation of a tough problem that has been here all along. 

However, there are also genuinely new complexities. Compared with the 
1940S, for example, the range of household types that exist in significant num
bers is now larger. There is also increasing recognition of the different kinds of 
"special needs" that exist in the general population. 

Today, we are dealing with a very different urban system. Post-war urban 
growth was initially fuelled by overall population growth and rural-to-urban 
migration. As these declined in importance, the growth prospects of an urban 
region have become more dependent on the regional economic and income dif
ferentials that affect interurban migration, adding new volatility to changes in 
economic and demographic characteristics across the urban system. Variations 
in economic conditions are now also intimately linked to the global economy, 
heightening the probability that Canada's urban regions will be abruptly 
affected by events abroad. 

This volatility has two implications. First, local demand can change rapidly 
relative to the local supply of housing, straining the capacity of regions and local 
government to respond. Second, there no longer appears to be one over-riding 
national housing situation. Each region, and perhaps each urban subsystem 
within each region has, or may soon have, a different housing problem. This 
sensitivity to change is amplified by changes in household structure, since the 
formation of non-family households is more sensitive to economic conditions 
than is the formation of family households. 

Forecasting urban change - never easy - becomes more difficult in this kind 
of environment. Also important is the strain on our policy-making machinery 
imposed by this regional diversity. In its early years, CMHC provided policy 
leadership and the bulk of the financial resources directed to housing. It dealt 
with a limited set of concerns, and in a climate of a commonly-recognized 
national housing problem. As the chapters in this book attest, 2 it requires men
tal gymnastics today to consider simultaneously the issues of rural housing in 
Nova Scotia (Rowe 1986), the problems oflost home-owner equity in declining 
resource towns, the unique characteristics of Montreal's rental market (pointed 
out by Choko 1986), and revitalization in selected metropolitan areas. Regional 
differences have always been with us, but the expanding range of differences and 
rapid changes in trends add to the difficulty of understanding and responding. 

Finally, Chapter 7 underlines the increasing regulation of housing, reflecting 
an increasing awareness of the complex ways in which housing has an impact on 
other areas of concern, such as safety and environmental protection. The 
increased regulation has, in turn, added to the complexity of the task of framing 
and implementing housing policy. 

Permeating this volume is a vision of the role of housing policy which sug
gests that housing should not be thought of simply as a problem to be solved; 
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instead, it is an ever-present range of concerns that will always occupy us, with 
particular concerns varying in salience over time. It is sobering to consider two 
areas of concern current in the late 1980s: management of the existing stock of 
housing and affordability. As the rate of overall population growth and 
rural-to-urban migration have declined, the existing stock has become more 
important. We are less able to accommodate change by means of new construc
tion at the periphery, as was done in the first decades of the post-war period. It is 
no longer sufficient to determine that we need x new housing units of type y. We 
now have to consider carefully where those units are to be located and how they 
will be created. 

We also have had to reorient our thinking from large-scale new construction 
on "greenfield" sites to a range of alternative ways of supplying additional hous
ing and to recognize that past policies to deal with the existing stock ofhousing 
on a neighbourhood by neighbourhood basis have had a mixed record. The 
urban renewal programs and their successors left much to be done (or undone), 
and our current puzzlement over revitalization promises no quick fix in this 
respect either. Because structures seem so solid, we are lulled into thinking of the 
existing stock as something fixed. If we think in terms of occupancy, however, it 
is easier to picture our existing stock for what it is: an ever restless sea (and per
haps the baby boom as a rogue wave). Even if nobody moves, households age 
and their needs change. 

Affordability has never ceased to be important, but its importance has 
increased as the salience of inadequate physical condition has declined. In spite 
oflaudable efforts to produce social housing in the post-war decades, affordabil
ity problems appear to be as compelling and difficult as ever (in part because of 
unanticipated changes in the existing stock). These issues will be on the agenda 
for a long time - a task worthy of Sisyphus. The first challenge that the authors of 
this volume set for us, then, is to adjust our assumptions and expectations to 
reflect what "housing" means in the late 20th century. 

The main linkages and complementarities among the chapters of this volume 
are reflected in five areas: tenure, management of the existing stock, adequacy, 
affordability, and support services. Within each area, there are at least five gen
eric challenges. 

• the intellectual challenge, that is, to understand the phenomena under 
investigation; 

• the need to relate that understanding to the quality of people's lives, that 
is, to see the relationship of complex processes to "flesh and blood"; 3 

• the challenge continually to re-evaluate conditions, drawing on a never
complete intellectual understanding; 

• the continuing challenge to improve the structures and processes for 
implementing policy; and 
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• the challenge to commit resources to solve housing problems, knowing 
that there are competing demands for those resources. 

Tenure 

We have reason for satisfaction with our success in providing opportunities for 
home ownership, a form of tenure whose benefits include security of tenure, 
control, and savings. On the other hand, there appear to be questions about 
progress with respect to private rental tenure. The percentage of households 
owning now declines consistently from the highest to the lowest income quin
tile, whereas two decades ago there was less imbalance across income groups. 
For many low-income Canadians the choice is now private rental or (for a small 
percentage) social housing. Because many problems appear to be localized 
within the private rental sector, it is convenient to make it the focus of attention. 
However, the source of problems does not necessarily lie within this sector. 

THE PRIVATE RENTAL SECTOR 

The change in demand implied by low incomes among renters can be seen as a 
portent of decline in the private rental sector. This concern is echoed by other 
commentators in North America: "Notwithstanding an increased array of gov
ernmental policies to promote the rental sector, its future is clouded in most 
industrialized countries" (Howenstein 1981, 108). In keeping with our general 
challenge to see housing as a continuous voyage rather than a single problem, 
however, we should be cautious in accepting the view that the rental sector is a 
"Humpty Dumpty" that has fallen off the wall - never to be put back together 
again: 

By ... 1982, it was widely accepted that private renting was in a seemingly inevit

able decline and that it would no longer provide the "normal" lifetime tenure for a 

large proportion of the population .... But any explanation ... which relates the 

decline of private renting and the growth of the other tenures to an analysis of the 

changing social relations of housing must also acknowledge that some of the con

ditions which brought about the growth of social rented and owner occupied 

housing are now undergoing major changes. There is nothing inevitable about the 

rise of these tenures or their continued significance - despite the popularity of 

naturalistic explanations of their growth (Harioe 1985, 310, 314). 

That the rental sector is currently in decline seems plausible, but our emerg
ing awareness of complexity should induce caution. Table 4.3 indicates marked 
changes in the income profile of renters from 1967 to 1981. The proportion of all 
renter households that were in the lowest two income quintiles increased from 
44% to 57%. On the other hand, rents have not risen as rapidly as prices in the 
owner-occupied sector. With a relative decline in price, is it surprising to find an 
increase in renter households with low income? Is this the same thing as saying 
that the rental housing sector has become a "residual" one? 
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Table 22.1 shows a difference in the 1967-81 change between family and one
person households. The proportion of single family renter households in the 
lowest two quintiles increased by almost 15 percentage points, while the compar
able figure for one-person households was under 8 points. In 1981 the propor
tion of one-person renter households in the lowest two quintiles was less than 
that of family households. Renters include those in social housing, and until 
recently, one-person households other than seniors were largely ineligible for 
social housing. Table 22.2 indicates the growth in the social housing stock since 
1951, particularly in the 1960s and 1970S. Some of the changing income profile 
and the changing mix of that profile as between family and one-person house
holds resulted from an increased demand for housing among low-income 
households made possible by an enlarged inventory of social housing. 

Another row from Table 22.2 indicates that the total number of assisted units, 
including both social housing and a variety of forms of assistance in the private 
rental market, has increased in the past two decades. The implication of such 
data is not that the rental sector has been in decline, but that it has not declined 
because it has been "propped up" by subsidies in both the private and public sec
tor. Is the increased support for rental housing an indication of failure in the 
autonomous operation of a market, or is it a success in terms of a public 
response to need? 

Table 3.1 provides an added perspective on the rental sector. Renter house
holds increased as a share of all households from 1961 to 1971 and declined 
slightly from 1971 to 1986. As the total number of households increased over this 
period, the number of renter households also increased; this does not suggest 
that the importance of the rental sector has declined. 

A different view of decline emerges if we consider the proportion of the pop
ulation served by rental housing. To some extent, the decline in tenant incomes 
is a reflection of the marked decline in renter household size - implying, on 
average, fewer earners to contribute to the total household income. 

POSSIBLE ALTERNATIVE FORMS OF TENURE 

While acknowledging the ambiguities in these trends, there is enough evidence 
to challenge us to re-examine the assumption that private rental should bear the 
main burden of housing those below the median income, with social housing 
filling in gaps. This involves questions of political values as well as programs and 
mechanisms. With respect to the latter, we should take up the challenge given by 
David Donnison in the first Canadian Conference on Housing: 

[Y]ou should beware of too great a unification of ownership and too great a stan

dardization of policies in the public sector. The government, just like the develop

ers and lenders in the open market, tends to give priority to some needs and 

neglect others. It may be the newcomers to the city, mobile households, the single 

or the childless, but we may be sure that minorities of some kind will be neglected 
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Table 22.1 

Renter households by income quintile: Canada, 1967-81 (%) 

1967 1973 1977 1981 Change 1967-1981 

(aJ Family renter households 
Quintiles 1 and 2 43 50 54 57 
Quintiles 3 and 4 43 40 36 34 
Quintile 5 15 10 10 9 
Total 100 100 100 100 

(b J One-person renter households 
Quintiles 1 and 2 31 36 36 39 
Quintiles 3 and 4 44 42 43 43 
Quintile 5 25 22 21 18 
Total 100 100 100 100 

SOURce Statistics Canada, Housing Facilities by Income and other 
Characteristics, 1982, Tables 6-8; cited in Patterson, 1985. 

Table 22.2 

Assisted housing and rental starts: Canada, 1951-1981 

1951-1960 1961-1970 

Rental housing starts 271,159 721,267 
Assisted rental starts 
(social + other rental) 47,086 116,289 
% assisted 17·3 16.1 

Social housing rental starts 8,838 73,621 
as % of rental starts J.3 10.2 

sOURce Patterson, 1985, Appendix A). 
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by democratic bodies accountable to majorities. I hope you will ensure, therefore, 

that housing which can be allocated on social grounds is built and managed by dif

ferent bodies whose policies and priorities, though carefully coordinated, are not 

all the same (Wheeler 1969,238). 

To capture our sense of the challenge, Donnison's phrase, "allocated on social 
grounds:' should be understood to mean housing that is intended to serve a 
social purpose, at least in part, but where there is no a priori assumption about 
ownership or allocation mechanisms. Many policies affecting the private rental 
sector that have been employed in the past could fit within this general category. 

To explore ways to lighten the burden now placed on the private rental sector, 
we need to think of tenure not as a set of discrete options (owner occupancy, 
condominium, cooperative, and rental) but as a range of possibilities created by 
various combinations of (1) land ownership/leasehold, (2) building owner
ship/leasehold, and (3) type of agent/agency responsible for management. In a 
phrase that had currency years ago, in addition to social housing we need to con
sider a significant portion of our housing stock as a "utility." As a rough order of 
magnitude, "significant portion" might range from 15% of the rental stock to 
30% of the total stock, depending on definitions, assumptions, and region. This 
term captures the idea of a mechanism intended to assure the availability of 
affordable housing, while minimizing public subsidy and direct management. 
For this purpose, the choice of method should be pragmatic, not ideological, 
seeking ways in which much of the full capital and operating costs of housing 
might be paid by its users. 4 The cooperative program, employing an inflation
indexed mortgage, has been but one interesting experiment in this direction. 5 

Experience with the quality of management in both public and private rental 
housing suggests room for improvement. The non-profit program, on the other 
hand, has been better in this regard. While one must be cautious in identifying 
the magic ingredient (for example, the importance of income mix is not clear), 
varying the agency responsible for management does seem to make a difference. 
There may be other combinations of the three tenure dimensions (land, build
ing, and management), in which private management might achieve similar 
results. It should be recognized that, while alternative forms of tenure present 
potential advantages, they make it more difficult for governments at all levels to 
monitor the situation and introduce changes. An essential part of the challenge 
is to cope with this complexity efficiently. 

MAXIMIZING CHOICE WITHIN TENURE CATEGORIES 

Within the standard forms of owning and renting, there is a need to maximize 
choice so consumers can gain the benefits of that tenure without having to 
accept too many undesirable trade-offs. Tenure is often tied to distinct financial 
benefits, building forms, and locations (for example, central city versus periph
erallocations). While there are differences inherent in these two forms of tenure, 
policy makers must be ever vigilant to limit the magnitude of the differences. 6 
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One explanation for the perceived decline in the private rental sector is that 
ownership can provide investment opportunities (including tax advantages) in 
addition to housing services, thereby increasing demand for owned housing rel
ative to rental. 7 Minimizing differences might provide increased demand for 
private rental tenure, and thereby increase the range of rental options. Chapter 
3, for example, notes the correlation between ownership and savings; older own
ers have a higher net worth than non-owners. If these two variables are causally 
linked, it raises the question of whether deduction of a portion of rental pay
ments from income for tax purposes should be allowed. Such a deduction would 
not eliminate the differences in financial benefits made possible by non-taxation 
of the capital gains of principal residences, but it would at least offset the advan
tage that home owners receive from the non-taxation ofimputed rent. 

Chapter 3 also notes how inflation has influenced investor demand for rental 
housing. Reducing the differences between tenures could dampen the rate at 
which investment decisions shift between tenures, allowing leeway for the sys
tem to adjust, and perhaps permitting the maintenance of a wider variety of 
options within each tenure form. 

Finally, Steele has noted a less publicized aspect of the processes that bear on 
tenure choice: rules (whether formal or informal), which exclude future rental 
income from part of an owner-occupied unit in assessing loans, may have a 
bearing on the feasibility of producing rental units from the existing stock. 
Ensuring that rental income is included would encourage production of rental 
accommodation, while facilitating the acquisition of owner-occupied property. 

We can think of other variants that would reduce differences or increase 
choice. Tenant management or participation in management might be explored 
to reduce the advantage of ownership in terms of control over one's environ
ment. The other side of this coin is to develop ways to assist owners in the man
agement of their property. Some maintenance problems of senior owners and 
others may be a result of deliberate dissaving (the opportunity for which is an 
advantage of ownership), but some result from inadequate managerial skills or 
physical disabilities. Imaginative use of condominium tenure in the existing as 
well as new stock might address this aspect of management. Rent regulation and 
various forms of social housing have altered the degree of security of tenure 
available to those in rental tenure. Other options for housing as a utility, as sug
gested above, could extend this further. Comparable options need to be 
explored for owners. Housing allowances for owners may be desirable on the 
grounds that they could cushion an owner against temporary financial setbacks, 
preserving ownership and avoiding the transaction costs of moving. 

There are arguments for developing agencies that couid assume "an equity 
position" in private housing in order to permit the continuation of ownership. 
In England, "sheltered housing" for the elderly employs a number of legaIJ 
financial mechanisms to share capital and operating costs as well as manage
ment between the occupant and relatives or some institutional body (Shere
brin 1982). In a shared equity arrangement, an agency might purchase 
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half of a dwelling, an owner-occupant might retain the other half. The agency 
could benefit from capital gains, in the same way as other owners, thus justifying 
its continuing investment. The agency's role need only be passive if the property 
is properly maintained, but it might intervene in various circumstances. This 
concept might be extended to non-senior families as a hybrid form of social 
housing. It is one way of dealing with the fact that certain housing types are nor
mally associated with certain tenure types (for instance, it is easier to rent an 
apartment than a house), and thus might help establish greater symmetry 
between tenure types. This mixed ownership approach could facilitate use of 
"sweat equity" as a means of reducing nominal operating costs, since "house 
form" buildings lend themselves to this more easily than do apartment build
ings. At least for younger family households this mixed form might well be 
preferred to apartment rentals. 

Management of the Existing Stock 

Compared to the immediate post war era, housing markets must now find, 
reclaim, or reconstitute a larger proportion of housing units from within the 
existing stock or from the reuse of developed land. Development of "raw" land 
typically involves large pieces ofland in single ownership where externalities can 
be internalized, and decisions on trade-offs can be made before any interested 
parties (the new occupants) arrive on the scene. With the existing stock, how
ever, there are not only more interests per unit of space but also more types of 
interests to be accommodated. Other things being equal, the longer since the 
original raw land conversion, the more complex are those interests. Those 
involved in working with resident groups can attest to the variety of reasons why 
current residents prefer things the way they are. One can be cynical about this 
and complain about selfishness and the NIMBY ("Not In My Back Yard") syn
drome, but the fact remains that there may be non-trivial reasons for residents 
"in place" to oppose changes, so we should expect opposition as a legitimate 
response. This is not to say that existing residents should always prevail over 
future ones; there is a challenge in finding institutions and mechanisms for deal
ing with the conflicts that exist and that will continue to exist. Merely decrying 
resident opposition does not advance our ability to meet that challenge. 

Are new institutions and programs needed? At least in areas where changes 
are particularly rapid, if we are to make use of existing land and/or the existing 
stock at a sufficient scale to meet future needs, purely voluntary market transac
tions may be inadequate. The painful experience of urban renewal is still fresh in 
our minds, however, and there is an understandable reluctance to reintroduce 
the political tensions in a similar program. 

Much discussion has suggested the need to override local zoning or other 
regulations in order to provide for newcomers, but the principle oflocal deter
mination is not easily put aside. Is there an inevitable collision course here 
between two desirable principles? The problem is further complicated because 
the housing market is extensively regulated at all stages of production and reuse. 
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At any particular time, the market reflects the balance of existing regulations, 
taxation, and other forms of government intervention. We cannot arbitrarily 
say "let the market solve the problem" because it would be difficult to define 
what "the market" should be. This is a dilemma and a continuing challenge. 

Another problem concerning use of existing housing/land is the preservation 
of existing moderately priced housing. The conversion of older rental units into 
luxury rental or condominium units, and deconversion of house-form dwell
ings from multiple rental into owner-occupied units both eliminate moderately 
priced units and exacerbate the affordability problem. Deconversion, in partic
ular, may be difficult to detect using the normal indicators of building permits 
and demolitions (City of Toronto 1986), and is difficult to control. We come to 
rely on converted units from the previous generation, and when they disappear 
it is a shock to discover that the existing stock does not provide a solid founda
tion. The way in which new rental units in Toronto, for example, have been off
set by losses of rental stock through deconversion might be likened to walking 
up a down escalator. 

These appear to be examples where normal functioning of the housing mar
ket creates rather than solves problems. With respect to the existing stock, cur
rent public policy initiatives seek ways to forestall such changes. They are 
designed, in effect, to frustrate - not facilitate - the actions of the market. This is 
surely a challenge. Are there ways that market forces can be harnessed to pre
serve housing? If not, we should face the fact and use public intervention to reor
ganize the market situation. There may be ways to accomplish this by using new 
forms of tenure. We could, for example, take housing units into public owner
ship and then resell to the private or non-profit sectors - using public ownership 
as a means for modifying or limiting rights in particular pieces of property 
before "relaunching" into the market place. There is a difference, in other words, 
between perpetual public ownership, and the use of public ownership as a tran
sitional mechanism for providing a public context for a private market. 

Arguably, the most successful interventions in the housing market have been 
those associated with the market for capital. Successive policy initiatives by the 
national government have developed mechanisms or institutions for directing 
money into residential development at minimum cost by, for example, reducing 
risk through use of insurance, and by helping bring private mortgage insurance 
institutions into existence. The introduction of price level adjusted mortgages 
and mortgage-backed securities indicates continuing innovation. The capital 
market, however, is not tied to location; the additional dimension (or dimen
sions) that land and location entails (brought into focus by the importance of 
the existing stock) presents a challenge to our ability to create new institutional 
mechanisms that will not only encourage the kind of development we want but 
also where we want it. 

Finally, it should be remembered that the increasing importance of the exist
ing stock of housing is mirrored in the increasing importance of maintain
ing/replacing infrastructure. Streets, bridges, and sewer systems have their own 



Current and Future Challenges and Issues 

life span, and as with the existing stock, replacement or rehabilitation is a more 
complicated matter than new construction on green field sites. Various levels of 
government responded to the needs for new sewers, for example, in the 1970S to 
serve new subdivisions. They may well have to develop new programs to assist 
infrastructure replacement in the 1990s,8 and begin to think about how cities 
can be built to make them more "recyclable" in the future. 

Adequacy 

The four post-war decades have witnessed strides forward both in the physical 
condition of buildings and in space occupancy. This is testimony both to the 
housing policies of the post-war years and to the general prosperity of the era. 
The current challenge of adequacy, has three components. The first is to main
tain the ground that has been won. The relentless aging of our housing always 
poses the challenge of physical maintenance. The second component is main
taining a reasonable balance between standards and expectations, costs and 
resources. The third component of the challenge is to recognize the aspects of 
adequacy that lie beyond the dwelling unit itself. 

Our housing stock has its own demographic transitions; the building boom 
ofthe post-war era is analogous to the baby boom that it served. A large percent
age of our stock was constructed in a narrow band of time. It is this narrowness 
that will confront us with pressures for repair all at once. It is also important to 
note that this narrow band of time covers a large band of space. Most of what we 
now think of as Toronto, for example, (strictly speaking, the Census Metropoli
tan Area) is a post-war creation, even though the smaller core settlement has 
existed over a much longer span of time. Within this broad picture, there are 
particular situations of concern in the high-rise rental stock, where it is feared 
that needed repairs may raise rents and exacerbate a difficult situation within 
the rental sector generally. It is to be expected that similar problems exist for 
other high-rise buildings, such as those in the condominium sector, and in some 
future period we can expect a substantial bill for infrastructure replacement. 

With respect to the second component, it is notable that the question 
whether our standards are excessive has been asked more insistently in the past 
ten years than in the previous thirty. This may reflect, in part, the sheer accumu
lation of regulatory "refuse" over the years. There is a continuing demand for 
regulation, and it is easier to make new regulations than throw old ones away. 

The urge to question excessive standards with respect to the housing stock, 
however, also reflects the peaking of our post-war increase in prosperity as well 
as declines (in real terms at least) in income among selected population groups. 
The proliferation of bachelorette units in Toronto illustrates the dilemmas sur
rounding the setting and maintenance of standards. Briefly stated, the demand 
for low-rent (per dwelling unit, not per unit floor area) accommodation in 
Toronto stimulated the production of rental units that were smaller than the 
operative zoning by-law permitted, though most fell within the housing stan
dards by-law. The varying standards for minimum unit size in the housing and 
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zoning by-laws in Toronto reflect the differing basis for the standards - one 
derived primarily from a user/tenant-oriented public health standpoint, the 
other from a principle of community adequacy. This issue demonstrated both 
the difficulty of agreeing what the standard should be and of enforcing occu
pancy standards at the municipal level. This particular debate is far from 
decided, though the legacy of the recent recessions and other forces bearing on 
the incomes of single persons (as well as the availability of moderately priced 
housing) may finally be resolving the conflict in favour of a lower minimum 
standard. If this is the result, however, we still do not know whether to laugh or 
cry. In the post-war period we have not advanced in our ability to say where the 
line should be drawn between reduced standards for legitimate economic rea
sons and increased standards to protect individual welfare. There is a challenge 
for theoretical and analytic work to assist policy makers and regulators in draw
ing the line. 9 

Chapter 12 notes the fact that·improving formal standards or regulations for 
housing, such as those contained in the National Building Code, has become 
more difficult on a Canada-wide basis, though there remains a national leader
ship role to encourage continuing improvement. The challenge is to acknowl
edge both the differing levels of prosperity, local history, and other factors 
accounting for varying regional differences in expectations and needs - both 
suggesting "micro standards" that vary over space, rather than one "macro" 
standard. Of course, the political complexities of setting such standards in an 
equitable way are large. 

Finally, once you have improved housing standards to a certain point, ade
quacy can no longer be considered as a unidimensional indicator; it has to be 
recognized as a relationship between a "what" and a "whom." Chapter 12 asks, 
for example, "To what extent should the definition of physically adequate hous
ing be independent of the needs of the occupying household?" The problem can 
be illustrated by the simultaneous aging of housing stock and of occupants in 
post-war suburban municipalities. There comes a point when housing becomes 
increasingly inadequate in terms of its internal configuration, management 
requirements, and locational attributes, even though the unit has been main
tained in good condition and is occupied by the same household throughout its 
life. One could argue that the inadequacy has been created by the household 
rather than the house. 

The problem is more complex still, since there are really at least three terms to 
the equation: the household, the housing unit, and the neighbourhood. Thus, a 
responsibility for housing adequacy, taken in its full sense, is an imposing man
date. It entails a continuing effort to understand the relation between occupants 
and (1) the physical housing unit, housing adequacy, (2) the availability and 
quality of physical facilities and services of various kinds (including transporta
tion and human services), neighbourhood adequacy, and (3) what Chapter 12 

calls environmental adequacy (particularly concerned with levels of pollution 
and crime). 
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This more complex formulation of adequacy introduces various alternatives 
for housing improvement without immediately indicating which alternative is 
best. If the relation among these elements is inadequate, what do we change? An 
elderly person who moves from a detached home in one area to a seniors' resi
dence in another may gain housing adequacy and lose neighbourhood ade
quacy. The challenge for future housing policy is to recognize formally what 
every resident knows informally: housing as experienced encompasses a large 
number of elements both within and outside the housing unit. All of these ele
ments have to be adequate if the housing as experienced is to be adequate. There 
is a challenge in translating this conception of adequacy into meaningful indica
tors and some limited range of feasible options. The fact that we face this new 
challenge implicitly acknowledges post-war progress with respect to the physi
cal condition of the housing unit itself. 

Affordability 

Chapter 14 notes that there has been little change in the proportion of income 
spent on housing in the post-war period, and the gloomy assessment is that 
"Canada has fewer grounds for optimism about the solution of this housing 
problem in the 1980s than it had in the 1940S when it embarked on its first subsi
dized public housing project:' It argues for the need to establish a relevant set of 
indicators for affordability and a longitudinal measure of improvement (or lack 
of it) in the housing opportunities available to individual households. Moore 
and Clatworthy (1978) pointed out the advantage of being able to measure not 
only whether a household was crowded but also for how long it was crowded, 
and whether the direction of change was up or down. A related notion is evident 
in a paper by Lilla (1984) giving a longitudinal perspective on income distribu
tion in the United States. Lilla contends that the extent of time a particular per
son suffers from inadequate income (as defined by others) is a more useful mea
sure of the severity of the poverty problem than the number with low income at 
anyone time. Longitudinal statistics indicated that roughly half of the popula
tion that was poor could be described as temporarily poor, and a small propor
tion was poor for as long as ten years. Analogous measures would be useful to 
assess affordability problems, particularly if they could indicate the direction of 
change. 

The search for better indicators is sometimes dismissed on the grounds that 
it is a delaying tactic. Those "in the front line" know there are serious affordabil
ity problems now; many, however, do not have front-line knowledge but they 
have a legitimate need to understand clearly what other people are experiencing. 
Commitment of resources ultimately requires that those who are not experienc
ing the problem directly have to be able to understand the statistics in "flesh and 
blood" terms, to adapt a phrase from Chapter 14, to reassure themselves of the 
legitimacy of expressed needs. In the last decade, there has been a tendency for 
normative standards for shelter-to-income ratios to creep upwards from 25 to 
30% and more, and one suspects that policy makers facing economic constraints 
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have become a bit cynical about standard indicators. The task, then, is to define 
measures that, while applying to an aggregate, are somehow reconcilable to the 
level of individual households. As housing analysts familiar with the data impli
cations will know, this is no mean challenge. 

RELATION TO ADEQUACY 

While it is conceptually distinct, affordability cannot be measured accurately 
without simultaneously considering adequacy. It is meaningless to compare the 
situation at different points in time in terms of a given standard of affordability 
if changes in suitability and physical condition are not accounted for. The record 
with respect to the condition of housing is generally good, but there is an irre
sistible temptation to deal with affordability without having regard to neigh
bourhood and environmental adequacy. This sort of general issue has particular 
poignancy when decisions need to be made as to whether low-income house
holds should receive a subsidy (or an additional subsidy) to permit them to 
reside in central areas close to employment and social services of various kinds. 
Housing in less-favoured locations is cheaper. 

RELATION TO INCOME SECURITY 

The linkages between housing policy and income security need to be sorted out. 
If sources of income available to classes of households are below generally 
defined standards of income adequacy (as is the case for many of those on wel
fare assistance, for example), the resulting affordability problems are predictable 
and are not uniquely associated with housing. Conspicuous among those with 
affordability problems now are single parents, a group less evident in the types 
of households with affordability problems forty years ago. Changes in house
hold formation and dissolution, then, have an independent bearing on the situ
ation. Relative to thirty or forty years ago, the percentage of households with 
affordability problems may be depressingly similar, but single parent families 
represent a new problem - one that has not been fully addressed. To use housing 
policy to deal with it may have short-range advantage in terms of quickness of 
response, but by now it should be evident that there is a need for imaginative 
development of social policy across concerns such as access to economic oppor
tunities, income security, and family law, as well as housing. 

AFFORDABLE WHERE? 

Policies with respect to housing markets have to recognize that housing market 
processes may cause affordability problems as well as solve them. An obvious, 
yet too often neglected, aspect of affordability problems is that they vary from 
place to place: among metropolitan areas and within metropolitan areas. Some 
housing markets, notably those in the larger and faster growing metropolitan 
areas, are more expensive than others. This is hardly revolutionary, but it indi
cates that affordability is tied to regional differences in economic activity. Eco
nomic growth has its social costs, and frequently one of these costs is increasing 
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affordability problems for low and moderate income groups. Put simply, people 
migrate to employment prospects more easily than housing units "migrate:' 
and the consequent increases in prices are not matched by equivalent increases 
in income across all income groups. This kind of affordability problem is a con
sequence of the fact that housing is tied to land; it comes from the price pre
mium paid for a location. Somewhat different processes, associated with central 
city revitalization, have reduced the availability of housing for low-income 
groups; again locational premiums can be said to playa role in the creation of 
affordability problems. 

We need to ask not just whether housing is affordable, but whether housing 
in a specific place is affordable. We need to ask whether, when affordability 
problems occur in that place, alternative locations can provide the housing ser
vices needed. 

In the absence of satisfactory alternatives for households no longer able to 
afford to live in the central city, we have a limited range of alternatives. 

• Reduce the level of demand that causes the location premium. It has 
been proposed, for example, that governments remove incentives for 
development in central areas that are gentrifying and stimulate demand 
in areas that are less active. It would be difficult to do this in a targeted 
and sensitive manner, however. 

• Increase the supply of housing in the affected location, though frequently 
it is impossible to increase the supply sufficiently to lower the price, in 
part because new housing is more expensive than old. 

• Look for efficient ways to offset the premium for affected households by 
use of housing allowances; however, by increasing effective income we 
may increase demand. Since the problem is already too much demand 
(in the sense of creating affordability problems, at any rate), this may be 
equivalent to putting out a fire by throwing gasoline on it. 

• Offset the location premium by use of the social ownership ofland. As 
suggested in the section on tenure, this could include a wide variety of 
public or non-profit sponsors and could be coupled with a variety of 
forms of building management and ownership. Social ownership ofland 
makes it possible to forego charging increases in the location premium 
that occur subsequent to purchase. 10 There seems to be no way to use 
this approach, however, without some form of bureaucratic selection of 
those who are to benefit, and this always seems to have its costs. 

None of the alternatives is ideal, but we are not going to be able to address this 
particular affordability challenge unless the problem of the location premium is 
frankly acknowledged - something that national and provincial policy makers 
seem reluctant to do. The problem frequently ends up in the lap of municipali
ties, and they typically cope by means ofland-use controls - the only real tools at 
their disposal. 
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Formal and Informal Support Services 

Demand/need for housing embraces both the housing unit and various housing 
services that a particular location provides. There are trade-offs between 
improving housing by relocating a household where services are provided and 
providing services previously unavailable at the original location. While this has 
always been the case, the evolution of post-war housing and communities has 
made this more important for three reasons. First, significant improvement in 
housing condition over the past forty years have allowed us to give greater atten
tion to questions of neighbourhood and environmental adequacy. Second, the 
proportion of single parent, elderly, and non-family households in the 1980s is 
higher than in the 1940S and 1950S, and these kinds of households tend to be 
more dependent on their surrounding environment than those comprised of 
nuclear or extended families. 11 Third, the suburban form of communities, with 
lower densities and greater dependence on the car has meant that many services 
are further removed from households and less accessible by public transport 
than has been true of the pre-war city. Making services available in the suburban 
context, therefore, requires deliberate effort. 

Support services, then, may be provided at the scale of the building in multi
unit buildings, the neighbourhood, or the municipality, and they may be of a 
formal or informal nature. Chapter 13, for example, points out the way that 
"plexes" in Montreal facilitate informal interaction by permitting living 
arrangements that are close but not too close. The management of multi-unit 
buildings, whether rental, cooperative, or condominium also falls within this 
realm. Chapter 18 suggests that management in non-profit buildings has, on 
average, been better than that in private rental accommodation. This needs sys
tematic verification but suggests that progress has been made with respect to 
management; in fact, the various forms of non-profit housing in Canada are an 
international success story. It is disturbing, therefore, that recent policy changes 
affecting the income mix approach to non-profit housing may not make it pos
sible to build on this success. 

The challenge of support services is to recognize that both formal and infor
mal community service networks are essential considerations in framing hous
ing policy. One can envision scenarios in which housing (in the sense of housing 
services) might be greatly improved without directly dealing with physical shel
ter, for example, by introducing daycare or frequent public transit service within 
easy walking distance of a dwelling. This is easy to say but difficult to do, given 
typical political and bureaucratic management structures, and given the typical 
organizational divisions between provision of services ("software") and pro
duction of housing ("hardware"). 

We need to improve our understanding of the role that community and 
neighbourhood play in the housing experience. A number of chapters in this 
volume express hunches not only about the importance of community but also 
about changing preferences for community setting. They suggest, for example, 



Current and Future Challenges and Issues 

that central city residential settings offer more community support than 
suburban ones. While plausible, this is not the same thing as demonstrating 
that preferences have changed all that much (Hitchcock 1984). One frequently 
encounters references to the "greying of suburbia;' for example, reflecting the 
phenomenon of "aging in place" in post-war suburbs and the concomitant 
changes in needs for services; but what are the implications of this phenome
non for future public policy about urban development? In cities where subur
ban expansion continues apace, is there evidence of flagging demand for the 
basic post-war suburban pattern? Are the housing analysts wrong, or does a 
lack of genuine choices prevent people from expressing their true preferences 
for central, city-like neighbourhoods, in the market? This question has been 
on the North American agenda for some time, and it is a matter of urgency to 
answer it. 

Concluding Themes 

The federal government has taken the lead in housing matters in the past and 
continues to have a role in funding. While it has devolved much responsibility 
for program delivery to the provinces, this has been done at the initiative of the 
federal government and has put an indelible stamp on the kind of programs that 
the provinces mount. Furthermore, while the provinces have had at least twenty 
years experience in the housing business, that experience (and expertise and 
enthusiasm) is not evenly spread across the provinces. 12 Whatever the formal 
constitutional arrangements may be, the federal government will still be held 
accountable for equitable treatment of all Canadians and so will always be seen 
as having a moral responsibility for national housing policy. Principles of equity 
and political credit suggest that the federal government will, over the long run, 
need to retain capacity for program implementation as well as funding. The 
activities that need to be undertaken to establish progress in the future concern 
housing software, aspects oflocation, and reuse of previously developed land, all 
issues that are difficult for federal policies to address comprehensively. New 
forms of tenure, for example, can be facilitated by federal policies, but they can 
only be fully implemented by agencies at the scale of the regional housing mar
ket. In this respect a provincial centre of gravity for housing policy makes sense. 
At the same time, municipalities know best what the problems are; much inno
vation in post-war housing has come from the central cities of the major metro
politan areas, even though they have few resources for implementing ideas on 
their own. 13 Recognizing both the inherent conflicts among the three levels of 
government and their need for joint action, is it possible to evolve productive 
relationships rather than simply repeating old routines? 

At the regional market level, the challenges are many and complex. It is diffi
cult to conceive the various alternative relationships between, say, improvement 
of services in area A for the elderly versus construction of new or reconstituted 
housing in area B; it is more difficult to establish the cost parameters of such 
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alternatives; and perhaps it is most difficult to develop governmental mecha
nisms that can treat such alternatives - typically the work of different ministries 
- as part of one coherent problem. As noted earlier, accidents of time and geog
raphy focus what are essentially regional housing market problems upon partic
ular jurisdictions at particular times. Of particular concern is the inherent link
age between policies related to the existing built perimeter - neighbourhood 
improvement, infill, accessory units, redevelopment, and similar concerns - and 
those affecting new construction on raw land. In many metropolitan areas, there 
is no way to address the alternatives that those linkages raise within a common 
frame of reference, since one jurisdiction may be completely built up, while 
another contains all the developable "raw" land. The importance of housing 
policies related to the existing stock, however, gives new urgency to the challenge 
of developing a comprehensive view. 

The final two themes can be stated briefly. First, in most policy areas dis
cussed above, there is a tension between the problems solved and the problems 
created by governmental regulation of one kind or other. There seems no easy 
fix. In spite of what some may say, much regulation governing housing has a 
valid and important purpose. Equally evident, however, is that regulation 
imposes costs. Second, a number of the points made earlier stress the increased 
need for current, reliable data, available at both aggregate and disaggregate lev
els. This is analytically demanding and expensive but necessary. 

The challenges that face us would undoubtedly be familiar to the housing 
analyst of, say, 1950. Yet their shape and inter-connections are different; they are 
more complex, focusing on the kinds of services housing provides rather than 
just physical condition and on the relationship of the prices of those services to 
incomes; they are more concerned with the problems of managing a large stock 
of existing housing; and because of these complex interrelationships, they are 
more concerned with the inter-connections among governments and govern
ment departments, and among governments and private and third sector agen
cies. It is a large agenda. 

Notes 

1 Similarly, Chapter 3 highlights the importance of the link between housing policy and 

income security: notably the role of home ownership in providing a mechanism for sav

ing and protecting savings. Chapter 6 extends the link by speculating that saving via 

housing might be more efficient than registered retirement savings plans. 

2 This was perhaps even more forcefully shown in the seminar discussions leading to the 

preparation of this volume. 

3 Difficult as this is, it is essential in our society that politicians and the public have an intu

itive grasp of the appropriateness of policies. 

4 As is discussed under affordability, this would mean particular attention to the first 

dimension of tenure: land ownership. 



Current and Future Challenges and Issues 

5 At an annual conference of the Canadian Association of Housing and Redevelopment 

Officials, attended by the writer, there were several discussions as to whether the then 

new cooperative program, making use of an indexed mortgage, was a market or a social 

program. We take the willingness to accept this ambiguity as a hopeful sign. 
6 Chapter 6 gives us an example of the way this has occurred in the past, with the differen

tial eligibility of owned and rental property for mortgage insurance. 
7 The decline in interest among investors in rental property comes in part from producers 

moving to meet the demand for owner occupancy. 

8 See National Research Council, Committee on Infrastructure Innovation for research 

issues. 

9 See Chapter 14 for a suggested two-step approach to this problem. 

10 This approach can apply to single units or to entire neighbourhoods as suggested in the 

proposal by Wolfe (1985) for a community land trust. 

11 Single person households, for example, have no one to turn to within the household for 

aid or support; single parents have no adult support. 

12 The cooperative housing sector, for example, fought hard to prevent devolution of coop

erative programs to the provincial level because of fear of lack of provincial support 

(Canadian Housing, 1987, 18). 

13 Feldman and Graham (1979) review the "plight" of the municipalities. 
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Glossary 

Prepared by John R. Miron 
with the assistance of Nancy Thompson and Leigh Howell 

AHOP Assisted Home-Ownership Program (1973-8, benefits continuing 1984) 
Federal program to promote home ownership among lower-income families 
with children by reducing mortgage financing costs. Loans and grants were 
provided to new home buyers for the purchase of modestly-priced housing. 
About 40,000 households were assisted over the 1973-75 period before the 
plan was modified to provide strictly GPMs. Just over 94,000 GPMs were 
approved from 1975 to 1979. 

ARP Assisted Rental Program (1975-8, advancing in some cases to 1995) 

Federal program to assist in the production of new affordable rental housing 
in the private sector. Annual operating subsidies and, later, interest -free loans 
were granted for the purpose of keeping rents affordable. Over 122,000 rental 
units were produced under ARP from 1975 to 1980. 

Bruce Commission Report (1934) 

This report assessed housing conditions in Toronto's blighted areas and rec
ommended the need to eliminate Toronto's slums and to provide low-cost 
housing (meeting minimum acceptable standards) for those displaced. 

BETT Program Building Energy Technology Transfer Program (1980-6) 

The BETT Program was administered by the federal Department of Energy, 
Mines, and Resources to accelerate the development and adoption of energy 
efficient equipment, materials, techniques, and systems used in the construc
tion of buildings. 

CAP Canada Assistance Plan (1966-) 

CAP is a federal program of cost-sharing with the provinces for social ser
vices, including welfare assistance. 

CHRP Canada Home Renovation Plan (1982-3) 

Federal plan to stimulate employment in the building sector and encourage 
the upgrading of housing. Grants covering 30% of the renovation costs (up 
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to a $3,000 maximum) were made available. Approximately 121,000 home 
owners received assistance under CHRP. 

CMHC Canada Mortgage and Housing Corporation (1946-) 
Canada's national housing agency was first established as the Central Mort
gage and Housing Corporation and renamed in 1979. CMHC is the crown 
corporation responsible for administering federal housing legislation (such 
as the NHA). 

CMRP Canada Mortgage Renewal Plan (1981-3) 
Federal plan to cushion the impact on home owners of higher interest rates 
upon mortgage renewal. CMRP was replaced by MRPP. 

COSP Canada Oil Substitution Program (1980-5) 
Federal program to encourage conversions from oil-fired space-heating and 
water-heating units to energy systems which do not use fossil fuels. Grants 
covering half of the material and labour costs involved (up to a maximum of 
$800 in the case of single residential units and $5,500 for residential buildings 
with two or more units) were available. Almost 1 million households received 
grants under COSP. 

CPP Canada Pension Plan (1966-) 
Federal pension plan (also providing survivor, death, and disability benefits) 
based on contributions averaged from maximum earned income, which was 
created to supplement OAS and GIS in all jurisdictions aside from Quebec, 
where QPP is in effect. 

CRSP Canada Rental Supply Program (1981-4) 
Federal program to stimulate the production of new rental housing in the 
private sector. Sponsors of eligible projects could obtain 15-year interest free 
loans of up to $7,500 per rental unit constructed. Over 21,000 rental units 
were built under the program. 

Canadian Conference on Housing (1968) 
This conference held in Toronto was sponsored by the Canadian Welfare 
Council (now the Canadian Council on Social Development) with funding 
from CMHC. Proceedings were published under the title The Right to Hous
ing. 

CCURR Canadian Council on Urban and Regional Research (1962-76) 
During its first eight years of operation, CCURR undertook a research pro
gram that was funded by a grant from the Ford Foundation. Other activities 
ofCCURR were funded by an annual grant from CMHC. After 1970 CCURR 
was funded by MSUA. 

Canadian Farm Loan Act (1927-59) 
Federal act introduced to provide subsidized long-term loans to farmers for 
farm improvements. From 1935 to 1939 just over 2,000 new homes were built 
with this assistance. 
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CHIP Canadian Home Insulation Program (1977-86) 
Federal program to provide one-time grants to home owners to improve the 
thermal efficiency of the existing housing stock. Approximately 2.5 million 
households received CHIP grants. 

CHOSP Canadian Home-Ownership Stimulation Program (1982-3) 
Federal program to stimulate the economy and create employment oppor
tunities through the provision of $3,000 grants to first time purchasers of 
new homes. About 260,000 home buyers were assisted under CHOSP. 

CHDC Canadian Housing Design Council (1956-87) 
CHDC was established by CMHC to promote improvements in housing and 
community development through sponsoring research, seminars, and a 
housing design awards program. 

CHS Canadian Housing Statistics (1955-) 
CHS provides information on residential construction and mortgage lend
ing activity in Canada based on data from CMHC and Statistics Canada. 
CHS replaced its predecessor, Housing in Canada, in 1955. From 1955 to 1960 
CHS was published on a quarterly basis. Since 1961 it has been published 
annually with monthly supplements. 

CIPREC Canadian Institute of Public Real Estate Companies (1970-) 

Created to improve accounting principles and standards in publicly-traded 
companies, CIPREC has since grown to include many privately-held firms 
and to represent Canada's largest property developers. 

CCA Capital Cost Allowance (1954-) 
CCA provisions define allowable depreciation expense for income tax pur
poses. 

CA Census Agglomeration 
CAs are designated for census purposes and consist of smaller urban areas 
centred on an urbanized core with a population of 10,000 to 99,999 at the 
time of the previous census. Their areal extent is largely defined using labour 
market criteria and includes a central city and surrounding areas that are 
closely linked to it. 

CMA Census Metropolitan Area 
CMAs are designated for census purposes and consist of large urban areas 
centred on urbanized cores usually with populations of at least 100,000 per
sons at the time of the previous census. Their areal extent is largely defined 
using labour market criteria (for example, commuting patterns) and 
includes a central city and surrounding municipalities that are closely linked 
to it. 

CPAC Community Planning Association of Canada (1946-) 

CPAC is a national voluntary organization which promotes public participa
tion in urban and regional planning issues. 
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CSCP Community Services Contribution Program (March 1979, payments 
extended to March 1984) 

Federal program to provide assistance for municipal capital projects such as 
sewer and neighbourhood improvements. $400.3 million was distributed in 
accordance with the priorities of individual provinces and their municipali
ties. 

CYC Company of Young Canadians (1966-75) 

CYC was established as a federal crown corporation to promote community 
development efforts through voluntary service in conjunction with the 
federal government's "war on poverty." 

Condominium tenure 
Form of property ownership whereby dwellings, typically in multiple unit 
structures, are individually owned while ownership and management of 
common elements are shared. In 1966 British Columbia and Alberta were 
first to pass enabling legislation. By 1970 all provinces but one had a condo
minium act; Prince Edward Island held off until 1977. The Territories 
adopted a condominium ordinance in 1969. 

Consultation Paper on Housing (1985) 
This report published by the federal government was intended to mark the 
beginning of a fundamental review of Canadian housing policy and led to a 
statement on new housing directions (A National Direction for Housing Solu
tions). 

CPI Consumer Price Index 
This index tracks the retail price of a standard basket of consumer goods and 
services in major markets on a monthly basis (see also FAMEX Survey). 

Cooperative Housing 
Cooperative housing is a form of ownership tenure whereby multiple-unit 
dwellings are collectively owned and managed by their occupants (see also 
NHA Sections 34.18 and 56.1). 

CHF Cooperative Housing Foundation of Canada (1968-) 

CHF was formed by the Canadian Labour Congress, the Cooperative Union 
of Canada, regional cooperative councils, and the Canadian Union of Stu
dents to promote the development of non-profit cooperative housing. 

Core housing need 
The core housing need model is currently used to identify households unable 
to afford adequate, suitable housing in their community without spending 
more than 30% of their household income for shelter. 

Curtis Report (1944) 
The Report of the Subcommittee on Housing and Community Planning of the 
Advisory Committee on Reconstruction examined post war housing require
ments and called for a more active role by government in the housing sector. 
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The development of a national housing program for low-income earners and 
the need for comprehensive town planning were among its recommenda
tions. 

Dennis Task Force (1971) 
Programs in Search of a Policy (Dennis-Fish Report) was the product of the 
Dennis Task Force commissioned by CMHC to evaluate federal low-income 
housing programs. The report drew attention to the government's emphasis 
on supply-side solutions and contributed to the creation of MSUA. The 
report was independently published in 1972. 

Direct Lending (1954-) 
To ensure universal access to mortgage financing, the federal government is 
empowered to provide direct loans for home purchase in instances where the 
availability of mortgage funds is limited. CMHC is thereby authorized to act 
as a lender of last resort. This role was not used extensively. A brief experi
mentation with a broader role in the mid 1950S ended with the restricted 
Small Homes Loans Program introduced in 1957. 

DHA Dominion Housing Act (1935-8) 
Under the DHA, a $10 million fund was established to help prospective 
builders and home owners secure loans. Loans were provided jointly by the 
federal government and authorized lenders. Approximately 4,900 dwellings 
were financed in this manner before DHA was replaced by NHA in 1938. 

Don Mills 
Don Mills located in Metropolitan Toronto was the first large-scale, corpo
rate-developed suburb in Canada. Construction began in the 1950S and 
included high-rise, townhouse, and detached housing. 

Double Depreciation Plan (1947-9) 
Accelerated depreciation charges over a 10-year period granted under the 
Income Tax War Act to encourage the construction of rental housing proj
ects. Almost 500 dwellings were completed using double depreciation only 
while an additional 7,600 units were created in conjunction with NHA loans 
and rental insurance guarantees. 

Emergency Shelter Program (1944-8) 
Federal program to provide temporary rental accommodation to alleviate 
post-war housing shortages. War-time surplus huts and other available 
structures housed returning veterans entering university and families living 
on welfare. Just over 10,000 conversions were completed by federal and 
municipal governments and universities. 

False Creek Project 
The False Creek housing project located in downtown Vancouver is an inno
vative inner- city redevelopment scheme built in the early 1980s, which com
bines subsidized and private sector housing. 
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FAMEX Survey Family Expenditure Survey 
Survey undertaken by Statistics Canada in selected metropolitan areas on a 
biennial basis in part to update the CPI basket of goods. 

Farm Improvement Loans Act (1944-87) 
Federal act introduced in 1944 to set a maximum interest rate and provide 
guarantees on intermediate and short-term loans granted to farmers for 
farm improvements, including new residential construction and improve
ments. 

FST Federal Sales Tax 
Also known as the general manufacturers' sales tax, this tax under the Excise 
Tax Act applied to goods manufactured, produced, or imported into Canada 
with some exemptions over the years. Among exemptions of significance to 
housing were thermal insulation materials, energy conservation equipment, 
and construction equipment. Building materials became subject to the tax in 
June 1963 at rate of 40/0. The rate for new building materials was raised to 80/0 
in April 1964, and to 110/0 in January 1965. It was subsequently dropped to 50/0 
in November 1974, then raised repeatedly during the 1980s reaching 90/0 in 
January 1990. Often, the tax rate on building materials was less than that for 
other manufactured goods. The PST was replaced by the Goods and Services 
Tax (GST) in January 1991) 

GPM Graduated Payment Mortgage 
GPMs are designed to ease access to home ownership during times of rapid 
inflation. Initial mortgage payments are low in nominal terms and increase at 
a predetermined rate. Under AHOP, GPMs were issued by private lenders 
and insured under the NHA. 

GRS Graduated Rent Scale (1944-) 
GRS introduced by the federal government in conjunction with its public 
housing program. Public housing rents initially ranged from 16.i¥o to 250/0 of 
tenants' incomes. Provincial housing authorities began to introduce their 
own GRS schemes by the 1960s in which rents were typically set at 25% to 
300/0 of gross family income. 

Greenspan Report (1978) 
The Report of the Federal/Provincial Task Force on the Supply and Price of Ser
viced Residential Land was commissioned in 1977 jointly by the federal gov
ernment and eight provinces to make findings about the rapid increase in 
land and housing prices that had occurred from 1972 to 1975. 

GDS Gross debt service ratio 
Calculation made by mortgage lenders by dividing the monthly sum of prin
cipal, interest, and property taxes into the applicant's gross monthly income. 

GIS Guaranteed Income Supplement (1966-) 
GIS is a federal income subsidy for needy elderly (see also OAS and CPP). 
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HeUyer Task Force (1968) 
The Federal Task Force on Housing and Urban Development (chaired by 
Paul Hellyer) constituted a rethinking of housing and urban policies. One 
immediate outcome of Hellyer's task force was the moratorium imposed on 
large-scale public housing projects. Its findings (published in 1969) and sub
sequent reports (see Dennis Task Force and Lithwick Report) contributed to 
the creation ofMSUA and the changes in federal housing programs brought 
in under 1973 NHA amendments (for example, RRAP and NHA Sections 15.1 
and 34.18). 

HOME (see provincial housing programs) 

Home Conversion Plan (1943-6) 
Federal plan to alleviate postwar housing shortages in major urban centres. 
Large houses leased by the government were divided into multiple self-con
tained units. Over 2,000 conversions were completed under this program. 

Home Extension Plan (1942-4, 1946-8) 
This federal plan guarantees home extension loans made by lending institu
tions according to provisions similar to those under the Home Improvement 
Loans Guarantee Act. Under this plan, 125 loans were approved for 149 con
versions. 

Home Improvement Loans Guarantee Act (1937-40) 
Under this federal act to provide a loan insurance plan for improvements or 
extensions to dwellings, about 126,000 loans (totalling $50 million) were 
approved including approximately 4,000 conversions that increased the 
rental housing stock. 

HIL Program Home Improvement Loans Program (1954-86) 
Federal program to guarantee availability of private home improvement 
loans. Initially, eligible recipients could secure loan up to $6,250 ($2,500 per 
unit and $1,250 for each additional unit) at a fixed interest rate to be repaid 
(for loans over $1,250) over 5 years. Increases in the maximum loan amount 
(eventually to $10,OOO) and amortization period (to 25 years) as well as the 
use of market interest rates were introduced at various times up to 1979. Over 
450,000 dwellings were improved under this program from 1955 to 1981. Use 
of this program declined starting in the late 1960s and then more dramati
cally beginning in 1976 after RRAP was introduced. No new commitments 
were given after October 1986. 

HIP Home Insulation Program (1976-81) 
Federal program to improve the thermal efficiency of the existing housing 
stock in Prince Edward Island and Nova Scotia. 

Home Purchase Programs 
These programs have been available in most provinces and territories to 
assist low to moderate income earners in achieving home ownership. These 
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programs assume various forms (for example, the provision of grants and 
interest rate subsidies) and include more unconventional approaches such as 
Nova Scotia's Self Help Housing Program, that combines the labour skills of 
prospective home owners (sweat equity) with the technical assistance of pro
fessionals, and the Alberta Shell Housing Program, that offers loans and sub
sidies based on the value of the shell house (that is, a house finished on the 
outside but not inside). 

Home Warranty Programs 
Ontario is the only jurisdiction in Canada with a mandatory warranty pro
gram. Its New Home Warranty Program introduced in the late 1970S gives 
new home buyers limited protection against defective materials and con
struction, including the return of deposits up to $20,000 if a builder enters 
bankruptcy prior to home completion. In March 1987 limits were placed on 
the extension of closing dates, and home buyers were given the option to can
cel their contract after this time. 

HIFE Household Income, Facilities, and Equipment Sample 
HIFE is a public use microdata sample prepared by Statistics Canada on a 
biennial basis. It consists of a stratified sample of data collected from the 
same households in four separate surveys (Household Facilities and Equip
ment, Labour Force, Consumer Finances, and Rent surveys). After 1987 the 
sample was developed annually. 

HMIS Housing Market Information System 
HMIS is based on the Starts and Completions Survey (SCSS), the Market 
Absorption Survey, and the Rental Market Survey. These surveys conducted 
by CMHC monitor new residential construction, the absorption of newly
constructed housing units and vacancy, as well as rent levels in the rental 
market. 

Innovative Housing Program (1970) 

Federal demonstration program to promote social, cost, and technical inno
vations in housing, especially those directed to low-income households. Var
ious subsidies were provided from a special $200 million fund, and many of 
the innovations were later sanctioned under 1973 NHA amendments (for 
example, AHOP, NHA Section 34.18, RNH Program, and RRAP). 

Integrated Housing Plan (1944) 
Federal plan introduced to encourage new dwelling construction (especially 
owned homes) by offering builders a guaranteed minimum selling price 
which helped to secure interim financing. CMHC bought all dwellings not 
sold within a year of completion and allowed veterans the first opportunity to 
purchase them. In 1947 and 1948 as many as 491 builders took part in this plan 
and produced more than 5,000 units annually-over 5% of all housing starts. 

ICURR Intergovernmental Committee on Urban and Regional Research 
(1968-) 
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Joint federal-provincial clearinghouse for information and research on 
urban and regional matters. Funded 50% by the federal government and 50% 
by nine provinces. 

Jeanne Mance Project 
This 796 unit public housing project approved in 1956 was Montreal's first 
urban renewal project. It is located on a 20-acre site east of the downtown 
core. 

Joint Loans (1936-54) 
Loans originally provided jointly by the federal government and authorized 
lenders on a 25%-75% basis under the DHA (1936). Lending terms and condi
tions were set by the federal government. Mortgages were issued by approved 
lending institutions but held jointly by the lender and the federal govern
ment. By advancing a percentage of the mortgage amount to the lender at a 
below-market interest rate, the federal government effectively subsidized the 
mortgage loan: loans were also guaranteed by the federal government. DHA 
was replaced by the NHA in 1938, and joint loans were continued until the 
1954 amendments to NHA replaced this scheme with loan insurance. 

Land Lease Program 
Manitoba is the only province which has leased land to housing cooperatives 
on a subsidized basis. A lot lease program for home owners was available in 
Ontario under its Home Ownership Made Easy (HOME) Plan as well as in 
British Columbia, Manitoba, and Newfoundland (see Provincial Housing 
Corporations) 

Lawrence Heights Project 
Developed in the mid 1950S and located in suburban Metropolitan Toronto, 
this housing project was the first major public housing project built on 
vacant land in the urban fringe. 

Le Breton Flats Project 
Demonstration housing community initiated in the mid 1970S and located 
on a 66 hectare site near Ottawa's downtown core. 

LD Program Limited Dividend Program (1944-81) 
Federal program to create low-rental housing by providing conditional loans 
which stipulated limits on investment return and controls on rent. Loans 
were made to companies and individuals for the construction of new hous
ing or to purchase existing housing. During 1946-64, 330 loans were 
approved, providing 28,037 dwellings. In response to the program's declining 
attractiveness by the mid 1960S, loan conditions were enhanced (that is, loan 
levels increased to 95% of value; the 5% investment return limit was 
increased; and mandatory controls on rent were restricted to a 15-year 
period) and project eligibility broadened to include hostels, dormitories, as 
well as self-contained units. 
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Lithwick Report (1970) 
Urban Canada: Problems and Prospects, represents the efforts of a research 
group headed by Professor N.H. Lithwick and commissioned by the federal 
government in 1969 to report on urban conditions in Canada. The report's 
findings contributed to the creation of MSUA. ' 

Matthews Report (1979) 
The Report on Canada Mortgage and Housing Corporation examined 
CMHC's role in the provision of housing and projected housing needs for the 
1980s. It was the product of a task force set up by the federal government. 

MUP Maximum Unit Price (1978-) 
MUPs were introduced by CMHC under NHA Section 56.1 as a cost control 
mechanism and serve as an upper limit on the quality of social housing. 

MiltonParc 
Milton Parc is a renovated neighbourhood in Montreal which was saved 
from redevelopment through extensive lobbying by a Montreal citizens' 
group. Existing tenants were organized into housing cooperatives and non
profit sponsors were, found for several projects. Both federal and provincial 
funds were used for these purposes. Construction began in October 1980. 

MSUA Ministry of State for Urban Affairs (1971-9) 
MSUA was created by the federal government to encourage positive urban 
development and to foster closer relationships with municipalities and prov
inces on urban matters. 

Mobile Home Programs 
Mobile home programs have been available in Alberta to assist low-income 
families who are in immediate need of housing, and in Manitoba to ensure 
financing arrangements are available to prospective mobile home pur
chasers. 

MBS Program Mortgage-Backed Securities Program (1986-) 
Federal program to make additional funds available to lenders for conven
tional financing and to encourage longer term mortgages. CMHC guaran
tees the timely payment of capital and interest on securities backed by a pool 
of NHA-insured mortgages. MBS investors have to put up a minimum of 
$5,000. In its first year of operation (starting December 1986), $456 million in 
securities were issued, almost twice what had been projected. 

MICC Mortgage Insurance Company of Canada (1963-) 
MICC is the only remaining private insurer of high-ratio mortgage loans in 
Canada. Unlike the publicly-operated MIF, MICC serves only the larger 
urban areas and does not provide insurance for social housing projects. 

MIF Mortgage Insurance Fund (1954) 
This CMHC-administered fund provided under the federal Mortgage Insur
ance Program (MIP) spreads the risk of default among borrowers. MIF is 
financed through premiums paid by recipients of insured mortgages. 
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Although MIF is intended to be self-sufficient, it has experienced both sol
vency and liquidity problems largely resulting from the impact of 1973 NHA 
amendments (for example, defaults under AHOP and ARP) and the Alberta 
real estate collapse in the 1980s. 

MIP Mortgage Insurance Program (see MIF) 

MRPP Mortgage Rate Protection Plan (1984-) 
This federal plan provides home owners with an opportunity to purchase 
protection against excessive rises in interest rates upon mortgage renewal. 

MLS Multiple Listing Service 
Home sale registry system used by various real estate boards throughout 
Canada. 

MURB Program Multiple Unit Residential Building Program (1974-82) 
Federal program to promote investment by individuals in rental housing. 
Amendments to the Income Tax Act enabled those investing in MURBs to 
deduct from personal income rental losses incurred through capital cost 
allowances and soft costs. Approximately 195,000 units were approved under 
the MURB Program. 

MIG Program Municipal Incentives Grant Program (1975-8) 
Federal program to encourage the development ofland for housing of mod
erate size, price, and density. Municipalities were entitled to receive $1,000 
for each qualifying unit. Payments extended to 1982. 

National Building Code (1941-) 
Code developed by NRC to promote uniform building construction stan
dards, materials, and methods throughout Canada. By the mid 1970S all 
provinces had adopted variants of the model national code. 

NHA National Housing Act (1938-) 
Marked the beginning of a greater federal role in housing. Primary intent of 
the initial legislation was to stimulate housing production and employment. 
A direct federal role in the provision of housing for low-income households 
was also created. Amendments to the NHA have followed periodically since 
then. 

NHA Amendments 
Amendments were in 1944 to promote new housing construction, to improve 
housing and living conditions; to upgrade existing housing, to encourage 
home ownership (especially among veterans), and to stimulate employment. 
Amendments were made in 1954 to promote private investment in housing 
and to provide assistance for slum clearance and urban renewal. Amend
ments were made in 1964 to encourage participation in urban renewal and 
low-income housing schemes, especially public housing, and introduction of 
a new funding mechanism for public housing initiated the realignment of 
social housing responsibility from the federal government to provincial gov
ernments. Amendments made in 1973 were ~ntended to provide individuals 
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with "good housing at a reasonable cost:' to avoid large-scale public housing 
projects targeted to low-income families, to broaden the income ranges of 
Canadians receiving housing assistance, and to initiate support for the third 
(non-profit) housing sector. Amendments made in 1979 were designed to 
encourage the production of new rental housing in the private sector and to 
stimulate the economy. The initiative of 1985 allowed provinces to deliver 
social housing programs that met federal targets, redirected social housing 
programs to concentrate on the most needy, removed geographic limits on 
urban RRAP, changed the funding of cooperative housing to index-linked 
mortgages, and introduced mortgage-backed securities. 

NHAPartV 
Under Part V of the NHA, CMHC sponsors independent housing research 
through its University Scholarship Program (for Graduate Studies), External 
Research Program (for Advanced Research), and Housing Technology 
Incentives Program (HTIP). 

NHA Section(s) (Section numbers are updated periodically. Numbers shown 
are Revised Statutes of Canada 1970 or the number in effect at the time the 
section was enacted or used.) 
15-1 and 34.18 (1973-8): The Nonprofit and Cooperative Housing Programs 
sections were initiated to develop modest housing for (in order of priority) 
low and moderate income families, especially in areas requiring new con
struction; senior citizens; and special needs groups. Eligible organizations 
were entitled to receive 90% loans with an interest rate subsidy of 8% and a 
10% capital contribution. These programs are among the first wherein a 
federal low-income housing program does not require matching financial 
commitments on the part of other governments. Rent subsidies for low
income tenants were provided under NHA section 44.1(b). NHA sections 15-1 
and 34.18 were replaced by section 56.1 of the NHA. 

35 (1964-revised), 43 (1969-78, extended to 1983 in the Northwest Territo
ries), and 44 (1969-): Widely used public housing construction program and 
a non-profit housing program for the elderly. Section 35( d)/43 entitled prov
inces, municipalities, and other public agencies to receive 90% loans (amor
tized over 50 years) for the construction of low-income housing projects 
where tenants pay rents according to GRS formulas. These provisions have 
been used to create more than 200,000 public housing units. The federal gov
ernment covers half of the operating losses of these projects under section 
35(e)/44. 

40 (1949-78, except in Newfoundland and Prince Edward Island where 
program is ongoing): Federal/Provincial Public Housing Program stipulates 
that the capital costs and operating losses incurred by the creation of public 
housing projects be shared on a 75%-25% basis between the federal and 
respective provincial governments. CMHC assumes responsibility for 
approving, planning, and designing these projects. This program was 
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expanded in the Prairie Provinces to include housing for indigenous persons 
in 1965. RNH Program replaced the need for this special provision in 1974. 

44.1(a) (1969-) and 44.1(b) (1975-): Rent Supplement Programs provided 
subsidies for low-income tenants residing in private rental accommodation 
(44.1(a» and housing projects funded under NHA sections 15.1 and 34.18 
(44.1(b». Costs of these subsidies which cover the difference between rent 
and GRS provisions are shared equally between the federal and respective 
provincial governments. 

56.1 (1978-86): Nonprofit and Cooperative Housing Programs replaced 
previous programs funded under NHA sections 15.1 and 34.18. Cooperative 
and non-profit housing agencies were entitled to receive maximum assis
tance equivalent to the difference between mortgage payments at market 
interest rates and at 2%. Under section 56.1 there has been a shift to private 
insured lending and the introduction of MUPs. From 1974 to 1984 almost 
124,000 units were constructed. Funding is also available to assist in the initial 
development stages of these projects. 

National Housing Research Committee (1987-) 
National committee of governments, industry, consumer, and social organi
zations interested in housing which meets semi-annually to discuss and 
coordinate research activities. 

NRC National Research Council 
Federal agency responsible for developing the national building code. The 
Division of Building Research established in 1947, since renamed the Institute 
for Research in Construction (IRC), conducts research in building technolo
gies and provides advisory services to the construction industry as well as 
public agencies (such as CMHC). 

NIP Neighbourhood Improvement Program (1973-78) 
Federal program to improve public infrastructure in designated low-income 
residential areas and thereby to encourage corresponding improvements in 
the quality of the existing housing stock. The intent of this program was to 
prevent the dislocation effects associated with the wholesale clearance of 
blighted areas. 479 neighbourhoods took part in the program and the costs 
involved ($500 million) were shared by all levels of government. 

Neilsen Task Force 
The Canadian Task Force on Program Review was created in 1984 to review 
federal housing programs and to put forward options related to changing the 
nature of these programs or improving their management. A balance ofpri
vate and public sector specialists were on the Neilsen Task Force whose 
efforts resulted in the publication, Housing Programs in Search of Balance 
(1986). 

New Towns Acts 
These acts were passed by various provinces in the 1950S and 1960s primarily 
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to stabilize and hasten the maturity of resource/company dependent settle
ments. They ensured that various housing types as well as public and com
mercial services were incorporated in the initial stages of town development 
(for example, Instant Towns Act in British Columbia). 

Non-profit Housing 
Housing owned and operated on a non-profit basis by public or private cor
porations (see also NHA Sections 15.1 and 56.1). 

OAS Old Age Security (1952-) 

OAS is a non-contributory, indexed federal income transfer program for all 
persons 65 years of age or over. The program replaced the Old Age Pension 
Act of 1927. OAS benefit is paid in addition to CPP. In addition, since 1966 the 
elderly may be eligible for CPP and/or for the income-tested GIS. 

OECD Organization for Economic Cooperation and Development 
Association of western industrialized countries headquartered in Paris. 

Provincial Housing Corporations 
Nova Scotia was first to establish a housing corporation: the Nova Scotia 
Housing Commission (renamed the Nova Scotia Department of Housing in 
1983). Most provincial housing corporations were formed to take advantage 
of the public housing program initiated by the federal government in 1964 
(see NHA Section 35). One example of other activities by provincial housing 
corporations is the Home Ownership Made Easy (HOME) Plan (1967-77) 

initiated by Ontario's provincial government. The Ontario Housing Corpo
ration (OHC) acquired land parcels in selected municipalities and offered 
lots to families who had the responsibility of constructing modest homes on 
them. No downpayments were required for these lots which could be leased 
for up to 50 years at book value or bought after 5 years' residence for the origi
nallow-end of market price. A lottery system was introduced to distribute 
these lots in 1973. The plan was revised in 1973 and 1975 to prevent speculation 
and incorporate market value in the calculation of subsidies. About 25,000 

households received assistance under the HOME Plan before it was phased 
out and replaced by AHOP. 

Provincial housing corporations and their year of establishment are as fol-
lows: 

Nova Scotia Department of Housing (1932) 

Ontario Housing Corporation (1964) 

Alberta Housing Corporation (1967) 

British Columbia Housing Management Commission (1967) 

Manitoba Housing and Renewal Corporation (1967) 

New Brunswick Housing Corporation (1967) 

Newfoundland and Labrador Housing Corporation (1967) 

Societe d'habitation du Quebec (1967) 

Prince Edward Island Housing Corporation (1969) 

Yukon Housing Corporation (1972) 
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Northwest Territories Housing Corporation (1972) 
Saskatchewan Housing Corporation (1973) 

Public Housing 
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In its most restrictive sense, public housing refers to housing developed 
under NHA Housing Sections 35, 40, 43 and 44. The total subsidy bill for 
these projects in 1985-86 was estimated to be just under $400 million. The 
term is often broadened to include all housing administered by public hous
ing agencies. 

QPP Quebec Pension Plan (see CPP) 

R-2000 (seeSEEH Program) 

RGI (see GRS) 

Radburn Plan 
Design principles put forward by Clarence Stein and Henry Wright were 
incorporated in this model residential community plan implemented in 
Radburn, New Jersey from 1919 to 1930. This became the model used for 
many post-war suburban residential developments in Canada. 

Regent Park North 
A 1,400 unit low-rise public housing project located on 42 acres to the east of 
Toronto's downtown core was the first slum clearance/public housing 
scheme initiated in Canada. Construction took place from 1948 to 1958. 

RHOSP Registered Home Ownership Savings Plan (1974-1985) 
Federal plan to promote home ownership among resident taxpayers not 
owning residential property. Eligible individuals were entitled to claim tax 
deductions of up to $1,000 annually (to a limit of $10,000) for funds invested 
in registered plans provided they were eventually used for the purchase of an 
owned home. Adjustments made to the plan enabled purchasers of new 
homes acquired between 19 April 1983 and 1 March 1985 to claim a tax deduc
tion Of$lO,OOO minus prior contributions. Contributors were also allowed to 
make tax free withdrawals in 1983 towards the purchase of qualifying new 
furniture. When the plan folded in 1985, all contributions were to be with
drawn and the interest accumulated was in most cases tax-exempt. 

RRSP Registered Retirement Savings Plan (1957-) 
RRSPs were initiated at the federal level to encourage individuals to save for 
their retirement. Presently, annual contributions to registered plans (up to 
$7,500 or 20% of income, whichever is less) may be deducted from personal 
income and plans must be collapsed by the age of 71 years. The taxation of 
these contributions is deferred until retirement years when income is 
expected to be lower. 

Rent Control 
In its simplest version, a legislated freeze on residential rents with neither 
exceptions nor a complex formula for permissible rent increases. Canada's 
Wartime Prices and Trade Board imposed rent freezes in fifteen cities in 
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September 1940. A year later, rents in the rest of the country were frozen. This 
was "simple" rent control-an absolute freeze with neither exceptions nor a 
complex formula for permissible rent increases. Beginning in 1947 a period of 
rent decontrol began in Canada, and the federal government fully ended rent 
controls in 1951. Only the province of Quebec maintained rent control 
beyond 1951. 

Rent Regulation 
A legislated third-party review of rent increases, usually with guidelines set
ting out acceptable increases. Several provinces had either adopted rent regu
lation or were about to adopt them by mid 1975. The federal government 
imposed wage and price controls in October 1975 and asked the provinces to 
impose matching rent regulation. By April 1976 all provinces had rent regula
tion. Since 1976 rent regulation has been removed in British Columbia, 
Alberta, and New Brunswick. 

Rent Supplements 
Rent supplements are subsidies to assist low-income tenants in paying their 
rent. (see Supplements NHA Sections 44.1(a) and 44.1(b». In addition, pro
vincial rent supplement programs have been provided in British Columbia 
and Ontario. 

Rental Insurance Plan (1948-50) 
Federal plan to provide long-term low-interest loans to builders oflow rental 
housing and guaranteed landlords 2% net return on their investment. About 
19,000 units were constructed under this program. 

Rental unit conversion programs 
Programs introduced in Alberta, British Columbia, Nova Scotia, and 
Ontario to offer subsidies to those who convert structures to provide addi
tional rental accommodation. 

Residential General Building Contracting Industry 
Defined by Statistics Canada to be the set of business establishments in Can
ada that derive more than 50% of their revenues from residential construc
tion. In 1984 there were 13,885 such establishments: most in the business of 
constructing new single-family dwellings. Most of these were small: 86% had 
revenues under $500,000 in 1984, and only 472 had revenues of$2 million or 
more. 

RRAP Residential Rehabilitation Assistance Program (1973-) 
Federal program to encourage upgrading of substandard dwellings (espe
cially those occupied by low to moderate income earners). Eligible home 
owners and landlords are entitled to receive subsidized loans for admissible 
renovation costs. Subsequent changes to RRAP have broadened eligibility 
in terms of geographic extent (for example, rural areas qualified in 1974) 
and the targeted populations involved (including Indian Band Councils 
and disabled persons whose dwellings require modifications to improve 
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accessibility). Of the approximately 314,000 units rehabilitated under RRAP 
from 1973 to 1984, 71% were owner-occupied. Recently; RRAP has been made 
universal; however, tighter limits are now placed on target populations. 

RNH Programs Rural and Native Housing Program (1974-) 

Federal programs to assist individuals residing in rural areas and small towns 
(populations not exceeding 2,500 persons) with housing and renovation 
costs. Loans are available to finance home construction and subsidies which 
cover the difference between amortization costs plus property taxes (plus 
heating costs as of 1986), and 25% of income are shared on a 75%-25% basis 
between the federal and participating provincial governments. Renovation 
loans (in part forgivable depending on income) are available to upgrade 
housing to minimum standards and ensure habitability for at least 15 years. A 
one-time grant is available for emergency repairs to meet health and safety 
requirements. The renovation and emergency repair components of this 
program are financed entirely by the federal government in cases where prov
inces are not involved in delivery. The Urban Native Housing Program helps 
low-income Aboriginal households obtain appropriate housing in commu
nities of over 2,500 persons. 

St. Lawrence Project 
Housing project initiated in the late 1970S near Toronto's downtown core. It is 
an innovative high-density, low-rise neighbourhood built on formerly 
industrial land with mixed ownership (for example, public, cooperative, and 
condominium) and income composition. It now houses approximately 
4,600 persons, and roughly halflive in non-profit units. 

Shell Housing (see Home Purchase Programs) 

Shelter Allowances 
Programs introduced by various provinces to provide universal access to 
those who require assistance in paying their rent, the subsidy is determined 
on the basis of household income and rent paid. Shelter allowances are 
wholly funded by the provinces. Subsidies have been primarily directed to 
seniors living in private rental accommodation (for example, British Colum
bia (SAFER), Manitoba (SAFER), New Brunswick (RATE), and Quebec 
(Logirente». In addition, Manitoba extends assistance to families (SAFFR). 
British Columbia and New Brunswick provide shelter allowances for the dis
abled. 

SFD Single Family Dwelling 

Social Housing 
Broad term encompassing housing developed under various programs at all 
government levels that typically include public, cooperative and non-profit 
housing programs as well as rent supplement programs. Currently, this is the 
largest single category of federal direct expenditure on housing. 
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Spruce Court 
Housing project, built by the Toronto Housing Company in 1914, is the first 
Canadian example oflimited dividend housing with a mortgage guaranteed 
by the government. The buildings were arranged in a courtyard plan for light 
and air in a scheme modeled on the work of Parker and Unwin, the leading 
English housing reform architects who had planned and designed the build
ings in Letchworth, the first Garden City. 

Spurr Report 
Commissioned by CMHC in the early 1970S and published in 1976 under the 
title, Land and Urban Development: A Preliminary Study, the report examines 
the urban land development industry in Canada during the 1960s and early 
1970s. Among its recommendations is the need to create a systematic infor
mation base for analyzing urban land policy 

Student Housing Program (1960-78) 
Federal program to provide accommodation for college and university stu
dents by making loans available to provinces, municipalities, universities, 
and colleges. This program emerged in response to the rapid increase in post
secondary school enrolment produced by the baby boom generation. 

SEEH Program Super Energy Efficient Home (R-2000) Program (1984-91) 
Federal program to promote industry knowledge and skills as well as public 
demand for cost-effective energy-efficient housing. By September 1986, 
about 2,000 housing units had been built to the R-2000 standard. 

SHU Survey of Housing Units (1974) 
A stratified random sample of 62,800 households across 23 CMAs that pro
vides valuable information about housing conditions. This unique survey, 
conducted by Statistics Canada on CMHC's behalf, has been widely used by 
researchers. 

Sweat equity (see Home Purchase Programs) 

Thorn Commission Report 
The second and final volume of the (Ontario) Commission of Inquiry into 
Residential Tenancies was issued in 1987. It argues that Ontario's scheme of 
rent regulation, in place since 1975, should be revoked, that landlords should 
be able to charge "fair market rents:' and that tenants who are unable to 
afford such rents be subsidized. 

$25 Million Loan Program (1918-23) 
Federal program to alleviate an anticipated post-war housing shortage, it 
marks first modern involvement by the federal government in housing pol
icy. $25 million in loans were distributed to provinces on a per capita basis for 
the construction of moderately-priced owned homes. Provinces were 
required to contribute one dollar for every three dollars provided federally. 
Just over 6,000 dwellings were built under this program. 
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UI Unemployment Insurance (1941-) 

Federal program to supplement incomes of unemployed workers. Initially 
covering only workers in industry and excluding others such as teachers and 
civil servants, the program was revised in 1972 to cover almost all employees. 
Protection was also provided against sickness, temporary disability, and 
maternity leave, and to fishermen and retiring employees during an initial 
period of retirement. Program is funded by employer and employee contri
butions and general tax revenues. 

UDI Urban Development Institute (1957-) 
National organization that represents the land and property development 
industry. 

Urban Renewal Program (1944-73) 
Federal program for slum clearance purposes. Municipalities were entitled to 
receive a federal grant amounting to 50% of the costs involved. In 1953 this 
grant was extended to provincial governments, LD companies, and life insur
ance companies producing rental housing on the cleared land. Grants were 
also given if the cleared land was to be used for public purposes and alternate 
sites for rental housing were available. To supplement this program, low
interest loans for up to two-thirds of non-federal costs were available under 
NHA section 25. The Urban Renewal Program was curtailed following the 
recommendation of the Hellyer Task Force and eventually replaced by pro
grams such as NIP and CSCP. 

Veterans' Land Act (1942-75) 
Federal program enabling veterans to purchase homes on favourable lending 
terms. Mortgages at 3.5% interest and amortized over 25 years were provided 
with a 10% down payment. Cash grants were also available. Originally 
intended to assist veterans pursuing occupations in agriculture or commer
cial fishing, it helped others secure accommodation near larger urban cen
tres. Approximately 8,000 dwellings were constructed under this program 
over the 1946-9 period. Activity prior to 1946 largely involved procuring land 
and building materials. 

Wartime housing 
Dwellings built for WHL and leased to munitions workers and their families 
at rents of $20-$30 per month. The basic 53.5 m2 house had two bedrooms, a 
bath, living room, and kitchen on one floor. In the larger 7.3 m2 x 8.5 m2 ver
sion, two additional bedrooms were located in a second storey. These dwell
ings, known as "Type C" houses, used platform wood frame construction. 
Local contractors built panelized wall sections on site; these were bolted 
together for speed of erection and possible salvaging. The only variety came 
in the four approved exterior siding materials: British Columbia cedar 
shingles, asbestos siding, fir plywood, or bevelled siding. Because of the tem
porary nature of the units, they were built without basements. At the end of 
the war, these units were sold off and most buyers added basements to them. 
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The Type C design was also used in the Veterans' Rental Housing program 
after the War and by the early NHA builders. The Veterans Rental Housing 
program produced 25,000 of these units from 1947 to 1950. 

WHL Wartime Housing Limited (1941-48) 
The mandate of this federal crown corporation was to construct, purchase, 
rent, and manage rental housing for war workers in areas experiencing hous
ing shortages. By 1944 WHL also accommodated the families of servicemen 
under the Veterans' Low Rental Housing Program. Almost 46,000, mostly 
small detached dwellings, were constructed and later sold off beginning in 
the late 1940S. CMHC absorbed and dismantled WHL in 1948. 

Wildwood 
An early post-war development in Winnipeg, this model community con
sisted of 284 houses, many constructed using prefabricated methods, built on 
the 30.2 hectare site. 

Willow Park 
Incorporated in 1961 and completed in 1966, this 200-unit development in 
Winnipeg was one of the first large housing cooperatives to be built in Can
ada and was jointly sponsored by the Federated Cooperatives, Manitoba Pool 
Elevators, Cooperative Life Insurance Company, and Winnipeg District 
Labour Council. 

Winter House Building Incentive Program (1963-5) 
Federal program to encourage the building of single-detached to four unit 
structures during the winter months of 1963-4 and 1964-5. Payments of $500 
per unit were issued providing that structures were completed over the four
month period from 1 December to March 31. This program was largely 
intended to reduce seasonal unemployment in the construction industry. 
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Key Event Chronology 
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Entries in Italics further described on Glossary 

1912 Alberta passed first modern town planning act in Canada. However, 
planning legislation had also been passed in New Brunswick and Nova 
Scotia in 1912. Ontario had also enacted a two-page Cities and Suburbs 
Plans Act in 1912. 

1914 Spruce Court, Canada's first limited dividend housing project, was 
built. 

1918 Twenty-five Million Dollar ($2SM.) Loan Program was introduced. 

1927 Canadian Farm Loan Act was introduced. 

1929 Alberta's planning act was revised to require town plans, regional plan
ning commissions, and zoning by-laws. 

1932 Nova Scotia Housing Commission (Nova Scotia Department ofHous-
ing) was established (see Provincial Housing Corporations. 

1934 Bruce Commission Report was published. 

1935 Dominion Housing Act (DHA) was introduced. 

1936 Pioneering "standard of housing by-law" was passed by the City of 
Toronto. 

1937 Home Improvement Loans Guarantee Act was introduced. 

1938 National Housing Act (NHA) was introduced, replacing DHA. 

1939 Although municipalities had been empowered to pass zoning by-laws 
since before 1914 in Alberta, British Columbia, and Ontario, and since 
the 1920S in most other provinces, not until 1939 did the National 
Research Council (NRC) prepare the first model (national) zoning 
by-law. 

1940 Rent controls in fifteen Canadian cities were imposed by the Wartime 
Prices and Trade Board. 

411 
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Home Improvement Loans Guarantee Act was terminated. 

1941 Wartime Housing Limited (WHL) was established. 

Model national building code was introduced by NRC. 

Rent controls were expanded to include aU areas of Canada. 

Federal Unemployment Insurance (UI) was introduced. 

1942 Home Extension Plan was introduced. 

1943 Home Conversion Plan was introduced. 

1944 Limited Dividend (LD) Program was introduced. 

Veterans' Low Rental Housing Program (WHL) introduced. 

Emergency Shelter Program was introduced. 

Urban Renewal Program was introduced. 

Graduated Rent Scale (GRS) was introduced. 

Curtis Report was published. 

Integrated Housing Plan was introduced. 

1946 Central Mortgage and Housing Corporation (CMHC) was established. 

Community Planning Association o/Canada (CPAC) was established. 

Home Conversion Plan was terminated. 

1947 McGill University established Canada's first planning school. 

Division of Building Research (NRC) was established. 

1948 Rental Insurance Plan was introduced. 

Regent Park North, a City of Toronto housing project on a CMHC
financed urban renewal site, began Canada's organized public housing 
program. 

Emergency Shelter Program, Home Extension Plan and WHL were ter
minated. 

1949 FederaVProvincial Public Housing Program was introduced under 
NHA Section 40. 

1950 Rental Insurance Plan was terminated. 

1951 Rent controls were ended by the federal government. Quebec was the 
only province with comprehensive rent controls extending beyond 
1951. 

Newfoundland became the first province to complete a public housing 
project. A total of 140 units were constructed in St. John's. 

1952 Federal Old Age Security (OAS) was introduced, replacing the Old Age 
Pension Act of 1927. 

1953 British Columbia passed enabling legislation empowering Vancouver 
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to use a development permit system. Discretionary zoning systems have 
since been implemented in other jurisdictions as well. 

1954 Mortgage Insurance Program was introduced to replace joint lending 
schemes introduced under the DHA. 

Canada's chartered banks could now originate mortgage loans, but 
their lending was restricted to new housing insured under the NHA. 

Direct Lending by the federal government was introduced. 

Home Improvement Loans (HIL) Program was introduced. 

Capital Cost Allowance (CCA) was introduced to replace depreciation 
expense. 

1955 Housing in Canada (CHS), the first systematic statistical recording of 
housing production, was initiated. 

1956 Canadian Housing Design Council (CHDC) was established. 

Montreal's first public housing project (Jeanne Mance) was approved. 

Vancouver's first public housing project (Strathcona) was developed. 

1957 Small Homes Loans Program was introduced (see Direct Lending). 

1960 Student Housing Program was introduced. 

1961 CMHC began auctioning mortgages to foster a secondary mortgage 
market. 

1962 Canadian Council on Urban and Regional Research (CCURR) was 
founded. 

The Cooperative Union of Canada (sponsored by CMHC) was esta
blished to examine the feasibility of non-profit cooperative housing. 

1963 Winter House Building Incentive Program was introduced. 

Mortgage Insurance Company of Canada (MICC), a private insurer, was 
established. 

Building materials were subject to FSTat rate of 4%. 

1964 Urban Renewal and Public Housing Programs were expanded under 
NHA Section 35. 

Ontario Housing Corporation (OHC) was established (see Provincial 
Housing Corporations). 

First year in which more apartment units (60,435) than single family 
homes (50,457) were built. 

FSTrate for building materials was raised to 8%. 

1965 FederaVProvincial Public Housing Program under NHA Section 40 was 
expanded in the prairie provinces to include housing for indigenous 
persons. 
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Winter House Building Incentive Program was terminated. 

FSTrate for building materials was raised to 11%. 

1966 Canada's slum clearance program effectively brought to an end by the 
successful 4-year protest of Toronto's Trefann Court residents who 
were threatened with eviction. 

First Condominium Acts were passed by the provinces of Alberta and 
British Columbia. 

NHA mortgage insurance on existing owner-occupied housing was 
introduced. 

Maximum ratio of mortgage loan to value of property for conventional 
loans of federally regulated lending institutions was raised to 75%. 

Willow Park, in Winnipeg, Canada's first publicly-financed continuing 
housing cooperative, was built. 

Canada Pension Plan (CPP) was introduced. 

Guaranteed Income Supplement (GIS) was introduced. 

Company of Young Canadians (CYC) was founded. 

Canada Assistance Plan (CAP) was introduced. 

1967 Canada's chartered banks could now originate conventional mortgage 
loans on new and existing properties. Provision were made for removal 
of interest rate ceiling on all bank loans. 

Alberta Housing Corporation, British Columbia Housing Manage
ment Commission, Manitoba Housing and Renewal Corporation, 
New Brunswick Housing Corporation, Newfoundland and Labrador 
Housing Corporation and Societe d'habitation du Quebec were esta
blished (see Provincial Housing Corporations). 

1968 Hellyer Task Force was established. 

Federal government imposed a moratorium on all new urban renewal 
approvals and on the development oflarge public housing projects. 

Cooperative Housing Foundation of Canada (CHF) was established. 

Intergovernmental Committee on Urban and Regional Research 
(ICURR) was established. 

Canadian Conference on Housing was held. 

1969 Public Housing Program under NHA Sections 43 and 44 was intro
duced. 

Rent Supplement Program under NHA Section 44.1( a) was introduced. 

Lending institutions became authorized to originate high-ratio con
ventional mortgage loans providing the sum exceeding 75% of a prop
erty's value was insured. Interest rate ceilings were removed on NHA
insured loans and the minimum term of NHA insured loans was 
reduced to 5 years. 
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Prince Edward Island Housing Corporation was established (see Pro
vincial Housing Corporations). 

Landlord and tenant legislation was passed by Ontario and Manitoba. 

1970 Lithwick Report was published. 

$zoo million Innovative Housing Program was introduced. 

CMHC allowed costs of recreational facilities in social housing proj
ects. 

Canadian Institute of Public Real Estate Companies (CIPREC) was 
founded. 

1971 Dennis Task Force was established by CMHC. 

Major revisions to federal Income Tax Act. Losses created by capital 
cost allowances for rental property were no longer deductible from 
non-rental income. A taxpayer's principal residence became the only 
dwelling exempted from capital gains tax. 

1972 Yukon Housing Corporation and Northwest Territories Housing Cor
poration were established (see Provincial Housing Corporations). 

NHA approved lenders were authorized to include any or all of spouse's 
earned income in determining borrower eligibility for NHA insured 
loans for home ownership. 

British Columbia established an Agricultural Land Commission that 
froze conversion of agricultural land to housing in the Lower Fraser 
Valley. At about the same time, Ontario froze urban development 
along the Niagara Escarpment and in the Parkway belt running 
through and around the metropolitan Toronto region. In the late 1970S 
Calgary froze the development of over 12 square kilometers ofland on 
the south side of the city because of inadequate transportation facili
ties. Ontario similarly froze most development north of Toronto for a 
period of 15 years until a major water and sewer trunk servicing scheme 
was implemented in the early 1980s. The province of Quebec enacted a 
similar Act to Preserve Agricultural Land in 1978. 

1973 Assisted Home-Ownership Program (AHOP) was introduced. 

Neighbourhood Improvement Program (NIP) was introduced. 

Residential Rehabilitation Assistance Program (RRAP) was introduced. 

Nonprofit and Cooperative Housing Programs under NHA Sections 
15.1 and 34.18 was introduced. 

More unilateral federal and provincial housing measures began in 
place of joint cost-shared federal-provincial activities. 

Canada's first provincial department of housing was established in 
British Columbia. 
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Saskatchewan Housing Corporation established. Its responsibilities 
were formerly held by the Housing and Urban Renewal Branch of the 
Department of Municipal Affairs established in 1966 (see Provincial 
Housing Corporations). 

Urban Renewal Program was terminated. 

1974 Multiple Unit Residential Building (MURB) scheme was introduced. 

Registered Home Ownership Savings Plan (RHOSP) was introduced. 

Rural and Native Housing (RNH) Programs were introduced. 

Cityhome, in Toronto, became the first municipal non-profit housing 
corporation established to take advantage of 1973 NHA amendments. 

Tax deductibility of carrying charges on land awaiting redevelopment 
was removed. 

Survey o/Housing Units (SHU) was undertaken. 

British Columbia became the first province to deal with the loss of 
rental units resulting from condominium conversions by amending its 
legislation to give municipalities the ability to stop the conversion of 
rental units. 

Rentalsman was introduced in British Columbia to mediate landlord
tenant disputes and review large rent increases. Rentalsman was abol
ished in 1985, in conjunction with downsizing of rent regulation in that 
province. 

FSTrate for building materials was dropped to 5%. 

1975 Assisted Rental Program (ARP) was introduced. 

Rent Supplement Program under NHA Section 44.1 (b) was introduced. 

Provinces were requested to impose rent controls as part of the federal 
government's wage and price control program. 

CYCwas terminated. 

1976 Home Insulation Program (HIP) was introduced. 

CCURR was terminated. 

United Nations Conference on Human Settlements (Habitat) was held 
in Vancouver. 

City of Toronto adopted a special form of zoning (so-called mixed-use 
districts) for areas of permissible redevelopment within the Central 
Area in 1976; the zoning provides flexibility in range of uses and room 
for negotiation of density while at the same time limiting the exercise of 
discretion. 

1977 Canadian Home Insulation Program (CHIP) was introduced in Nova 
Scotia and Prince Edward Island. 
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Shelter Allowance For Elderly Renters (SAFER) was introduced in Brit
ish Columbia (see Shelter Allowances). 

Prince Edward Island became the last province to adopt a Condomin
iumAct. 

1978 Nonprofit and Cooperative Housing Programs under NHA Section 56.1 

were introduced. 

Report of the Federal-Provincial Task Force on the Supply and Price of 
Serviced Residential Land (Greenspan Report) attributed rising serviced 
land prices in part to an increase in scope and extent of land subdivi
sion regulation. 

Tax deductibility of carrying charges on land awaiting redevelopment 
was restored. 

AHOP, ARp, NHA Sections 15.1, 34.18,40,42 and NIP were terminated. 
GPM replaced AHOPand ARP. 

1979 Community Services Contribution Program (CSCP) was introduced. 

NHA mortgage loan insurance was extended to cover existing rental 
housing. 

CSCPwas terminated. 

1980 Canada Oil Substitution Program (COSP) was introduced. 

Building Energy Technology Transfer (BETT) Program was introduced. 

NHA insurance was introduced for existing rental buildings. 

1981 Canada Mortgage Renewal Plan (CMRP) was introduced. 

Canada Rental Supply Plan (CRSP) was introduced. 

Soft costs were now treated as capital costs in rental buildings. 

HIP was terminated. 

1982 Canadian Home-Ownership Stimulation Plan (CHOSP) was intro
duced. 

Canada Home Renovation Plan (CHRP) was introduced. 

Insurance application fees on NHA home ownership loans were raised 
for the first time, and premium schedules were altered to reflect differ
ences in risk among borrowers. 

CMHC guideline was introduced stipulating 50/0 of all units in social 
housing projects be wheelchair modified. 

MURB was terminated. 

1983 NHA Section 56.1 evaluation was produced. 

CHOSp, CHRPand CMRPwere terminated. 

1984 Mortgage Rate Protection Plan (MRPP) was introduced. 
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Super Energy Efficient Home (SEEH) Program was introduced. 

CRSPwas terminated. 

Insurance premium structure was altered to reflect differences in risk 
of borrower on NHA loans for rental housing. 

1985 Federal Consultation "Paper on Housing" was published. 

COSP and RHOSPwere terminated. A lifetime capital gains exemption 
of $500,000 was initiated to be phased in over a period of years. In 1987 
a cap of $100,000 was proposed under federal tax reform. Principal 
dwellings remained exempt from capital gains taxation. 

Premium schedule for loans for home ownership was changed to 
reflect further differences in risk of borrowers. 

1986 Mortgage-Backed Securities (MBS) Program was introduced. 

New Federal/Provincial cost-sharing and delivery arrangement for 
social housing was introduced (see NHA Section 56.1) 

Federal Cooperative Housing Program utilizing Index-linked Mort
gages (ILMs) was introduced (see NHA Section 56.1) 

"Income Mixing Approach" in Federal Social Housing Programs 
ended and was replaced by specific targeting to only the most needy 
households. 

BETT Program, CHIP and HIL Program were terminated. 

Introduction of NHA mortgage insurance for second mortgages. 

1987 NHA mortgage premiums and minimum allowable downpayments 
were reduced. 

Federal tax reform proposals were announced. 

CHDCwas terminated. 
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