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ABSTRACT

There is widespread agreement among housing policy analysts
that there are serious problems with Canada's urban rental
housing sector. The specific problems include declining and
persistently low vacancy rates, declining private sector starts,
and the unaffordability of private stock for a considerable
portion of low- and moderate-income renters. Given the
importance of rental accommodation, particularly for those
lower-income households unable to enter or remain in the
ownership sector, this situation has prompted a discussion as to
Qhether the pést and‘current approach to rental housing policy
is appropriate to the solution of rental housing problems, or
whether new or different strategies for addressing rental

problems are warranted.

Within the context of both this discussion and of an
ongoing debate as to the appropriate role of the state in
housing markets, this thesis investigates what measures the
Canadian government has taken over the pasf eighty-five years to
address rental housing problems. Dividing this period into four
eras - 1900-1940, 1940-1949, 1949-1964, and 1964-1985 - the
thesis examines the existence and extent of rental housing
problems; documents how rental problems have been defined and
analyzed by housing experts and what their policy

recommendations have been; and reviews the response of the
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federal government to rental problems. The priméry assumption
underlying the research is that government intervention in the
rental market has been minimal, ad hoc, and largely market-
supportive, and that this approach to rental problems has had an
enormous impact on problem resolution. Government response to
rental problems is reviewed and the research assumption is
tested by examining major government and private housing
studies, contemporary academic articles and media reports,
statistical analyses, the debates inbthe House ofACommons; and

housing-related legislation in its original and amended forms.

The evidence suggests that government intervention in the
rental sector has indeed been minimal, piecemeal and reactive,
largely ﬁarketrsupportive, and carried out within the frameworﬁ
of housing as a market commoditf. It suggests further that
intervention in the rental sector has been shaped largely by two
interrelated factors: the federal government's terms of
reference for intervention in the housing market, and its

failure to adequately define the rental housing problem.

The federal government's terms of reference for
intervention in the housing market define housing provision as a
private sector responsibility, home ownership as the desirable
tenure option, housing problems as temporary conditions, and
housing policy as a provincial responsibility. These terms of
reference have severely constrained rental policy and program
options and have prevented the implementation of potentially

more effective rental programs. Moreover, they have resulted in
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either the neglect of Canada's rental problems or the adoption
of a variety of short-term, ad hoc programs in response to

crisis situations.

The federal government's failure to see the relationship
between the quality, supply and affordability elements of the
rental problem and thus to adequately define the problem is the
second factor which has shaped intervention in the rental
sector. Intervention has tended to focus on the three problem
elements separately and in a clearly sequential manner, with the
result that opportunities for developing a long-term,
comprehensive rental housing policy aimed at simultaneous

treatment. of all three aspects of the problem have been missed.

The thesis concludes that only by questioning the
conventional assumptions underlying Canadian rental policy and
by acknowledging the interrelatedness of the three problem areas

will we make progress on resolving rental housing problems.
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CHAPTER 1
INTRODUCTION

There is widespread agreement among housing policy analysts
that there are serious problems with Canada's urban rental
housing sector. The specific problems which have become most
evident over the past ten to fifteen years include: declining
and persistently low rental vacancy rates;' declining private
sector rental starfs, despite the low vacancy rates;? and the

unaffordability of both new and existing private rental stock

'The average rental vacancy rate in Canada was 4% in the 1963 to
1970 period, 2.5% in the 1971 to 1978 period, and 2.2% in the
1979 to 1983 period. In most urban areas, the rate is much lower
than the national average. Canada Mortgage and Housing
Corporation, "An Analysis of the Rental Market" (Ottawa: CMHC,
Planning Division, 1984), p. 9.

2Between 1968 and 1973, apartment starts, which are used as a
proxy for rental starts, averaged 104,000 per year. By the 1980
to 1983 period, average annual apartment starts had dropped to
52,000. In both periods, private sector activity accounted for
at least 75% of the starts. Canada Mortgage and Housing
Corporation, "Analysis of the Rental Market," p. 3.



for a considerable portion of low- and moderate-income renters.?
This situation has prompted a debate as to whether the past and
current approach to rental housing policy is appropriate to the
solution of rental housing problems, or whether new or different

strategies for addressing rental problems are warranted.

Given the important role the Canadian government has played
in the housing sector, a number of analyses of Canadian housing
policy have been undertaken in the past ten to fifteen years.
The major studies include the 1969 report of the Task Force on
Housing and Urban Development, known as the Hellyer Report; L.B.
Smith's housing research monograph prepared for N.H. Lithwick's
1970 report on the problems of urban Canada; the 1972 report of
the Task Force on Low-Income Housing, kn&wn as the Dennis and

Fish Report; Smith's 1977 Anatomy of a Crisis; Albert Rose's

Canadian Housing Policies, published in 1980; Michael Goldberg's

1983 primer on housing markets, policies and problems; and

George Fallis's 1985 book, Housing Economics.

3In 1971, an estimated 769,000 renter households with incomes
below the official government poverty line or approximately 33%
of all renter households were paying in excess of 25% of income
for rent. In 1981, an estimated 500,000 renter households or
18.3% of all renters could not afford adequate, uncrowded
housing without paying more than 30% of gross income for rent.
While the two sets of figures are not perfectly comparable, they
do indicate that unaffordability among low-income renters
remains a serious problem. Canadian Council on Social
Development, A Review of Canadian Social Housing Policy (Ottawa:
CCsSD, 1977), pp. 23, 31; Canada Mortgage and Housing
Corporation, Section 56.! Non-Profit and Co-operative Housing
Program Evaluation (Ottawa: CMHC, Program Evaluation Division,
1983), p. 41.




As well, numerous reports prepared by private housing
consultants and organizations, such as the Social Planning
Council of Metropolitan Toronto, the Canadian Home Builders
Association, the Urban Development Institute, and the Canadian
Council on Social Development, have also examined Canadian

housing policy.

Most of these studies share a common analytic perspective.
They tend to view the provision of housing as a responsibility
of the private market and the role of government as a passive
intermediary between market conditions and housing needs. Some
analysts, such as economists Smith, Fallis, Goldberg, and
Clayton have rooted their analysis of housing in a conventional
neo-classical model of commodity markets. They apply relatively
pure neo-classical supply and demand economics to housing
analysis in an attempt to demonstrate that the housing market
can and does work. The problems which are identified are merely
"imperfections." While Fallis does acknowledge that housing
markets are an unusual type of market, his analysis seeks to
incorporate their special characteristics while rétaining a
workable conventional market model. The detailed examinations of
forces operating in the market and of economic relationships,
such as supply and demand models and price and supply
elasticities, undertaken by these economists are simply
reflections of their belief that housing policy must be based on
a sound understanding of market dynamics as defined by-the

analytic tools of neo-classical economics.



From the viewpoint of neo-classical economists, housing is
a market commodity, not unlike others and the housing market
plays an important role in the national economy. Accordingly,
government interventibﬁ in the market is considered appropriate
only if it supports the market and seeks to render it more
effiéient and competitive and, when necessary, it serves to
stabilize fluctuations in the economy. According to most neo-
classical housing policy analysts, recent Canadian housing
policy has served to destroy private housing sector incentive by
disrupting the free operation of the market.*® Indeed, one of the
purposes of Goldberg's monograph is to "explore a range of
policies designed to improve the responsiveness and efficiency
of housing markets and to identify classes of policies that are
likely to be counterproductive and thus should be avoided in

future."5

Even the Hellyer Task Force and Albert Rose base their
analysis of Canadian housing problems and policies on the
traditional housing-as-a-market-commodity model, and defend the
use of housing as an economic stimulant. While they note that
imperfections in the market mechanism exist and they adhere to
the principal of adequate housing as a social right, their

prescriptions focus on steps government can take to reduce land,

See L.B. Smith, Anatomy of a Crisis: Canadian Housing Policy in
the Seventies (Vancouver: Fraser Institute, 1977), p. vii;
Michael Goldberg, The Housing Problem: A Real Crisis? A Primer
on Housing Markets, Policies and Programs (Vancouver: University
of British Columbia Press, 1983), p. 2.

5Goldberg, The Housing Problem, p. 2.




construction, and financing costs, and to ensure more equitable
distribution of the housing stock - measures designed to render
market operation more efficient. The assumption is that the
market can and will respond to housing needs. Indeed, in its
Declaration of Principles, the Hellyer Task Force notes:
"The housing needs of most Canadians can and should be met
through the private market. Governments, in providing the

necessary reqgulatory framework, should seek to encourage,
not inhibit, the construction industry."S®

Of the major policy studies undertaken in the past fifteen
years, only the Dennis and Fish Reporf is critical of the
Canadian government's almost exclusive reliance on the private
sector.’ In proposing the eetablishment of a substantial non-
profit sector and of a large-scale qulic‘land—banking system,
Dennis and Fish attribute continuing low-income housing problems
to both the use of housing as an economic stabilizer and to
attempts to graft social housing programs onto "a profit-making
production-oriented market mechanism in which the producers
conceive of housing as: an artifact to be: produced rather than a
service to be rendered."® According to Dennis and Fish, without

the necessary changes in mechanisms for producing, maintaining

¢Canada, Federal Task Force on Housing and Urban Development,
Report of the Task Force on Housing and Urban Development
(Ottawa: Queen's Printer, 1969), p. 23.

"The report was so scathing in its criticism that its contents
were never made public by CMHC and the authors resorted, in
1972, to private publication under the title Programs  in:- Search
of a Policy: Low-Income Housing in Canada.

8Michael Dennis and Susan Fish, Programs in Search of a Policy:
Low-Income Housing in Canada (Toronto: Hakkert, 1972), p. 347.




and distributing housing, the goal of housing as a social right

will remain ephemeral.

In the last few years, a body of critical housing
literature which challenges the traditional conceptions of
housing as a market commodity and of the market as the sole
basis for housing provision has emerged. The literature,
authored largely by British and American political economists,
questions the sanctity accorded the market and market theory,
noting that theoretically-based neo-classical economic analyses
of the housing market and housing problems are neither
empirically nor historically-rooted. According to political
economists, the formal and stylized textbook housing market
never did exist because of a nuﬁber of characteristics of
housing which differentiate it from typical market commodities
and which adversely affect the operation of the housing market.
The characteristics include both factors internal to the
dynamics of the housing market such as the heterogeneity,
durability and fixed location of the housing stock, and macro-
economic and socio-political conditions such as inflafion and
the availability and cost of land, which determine the broader
context in which the housing market must operate. Together,
these internal and external factors ensure that the housing
market does not perform in a way that produces, for the majority
of people, satisfaction of their economic, social and personal

needs for a decent place to live, in a decent and suitable



environment, at an affordable cost.® Political economists assert
that the treatment of housing as a commodity rather than as a
social good, and the housing industry's drive to maximize
profits from every aspect of housing ownership, operation,
financing and production lie at the root of housing problems in
western capitalist nations.'® Canadian political economist Alan
Moscovitch explains the reasoning as follows:

"...the drive for profits is in direct conflict with the
needs of ordinary people for housing...The drive for
profits makes the construction of new housing at prices
which can be afforded by individuals and families with low
incomes an unlikely possibility. The drive for profits has
continuously made impossible the private construction of
housing at relatively low prices. Priority is determined by
the demands of finance corporations for profits at low

risk...Priority, as a consequence, can only be given to
housing which is likely to return a higher profit."'!’

Proposais for the resolution of housing problems must,
therefore, move beyond simply stimulating growth in the economy
or tinkering with an unworkable system through the use of

government subsidies. The prescription offered by political

’Chester Hartman, "Introduction: A Radical Perspective on
Housing Reform," in America's Housing Crisis: What is to Be
Done? ed. C. Hartman (Boston: Routledge and Kegan Paul, 1983),
p. 5.

'°See Hartman and Michael Stone, "A Socialist Housing.Program
for the United States," in Urban and Regional Planning in an Age
of Austerity, eds. P. Clavel, J. Forester, and W.W. Goldsmith
(New York: Pergamon Press, 1980), p. 238; Hartman, "A Radical
Perspective on Housing Reform," p. 8; Emily Achtenberg and Peter
Marcuse, "Towards the Decommodification of Housing: A Political
Analysis and a Progressive Program," in Hartman, America's
Housing Crisis, p. 207.

'TAlan Moscovitch, "Housing: Who Pays? Who Profits?" In
Inequality: Essays on the Political Economy of Social Welfare,
eds. A. Moscovitch and G. Drover (Toronto: University of Toronto
Press, 1981), pp. 325-326.




economists is to decommodify or remove as much of the housing
system as possible from the profit-maximization drive.'?
Suggested vehicles for facilitating decommodification include
social production and ownership of housing, public financing of

housing, social control of land, and tax system reform.

Within the context of this ongoing debate as to the most
desirable means of producing and managing housing, and the
appropriate role of the state in the housing market, this thesis
investigates what measures the Canadian government has taken
over the past eighty-five years to address one aspect of housing
problems: rental problems. The primary assumption underlying the
research is that government intervention in the rental market
has been minimal and ad hoc and has not'challenged either the
principle of housing as a commodity or that of the market as the
best allocative mechanism. This pattern of intervention has
evolved out of a set of four fundamental and rarely-questioned
assumptions about the appropriate role of government in housing,
about the capacity of the private rental sector to meet Canada's
rental housing needs, and about the role of rental tenure in
Canadian society. These assumptions have severely constrained
rental policy and program options and have prevented the
implementation of potentially more effective rental programs.
These constraints on government rental policy have resulted in

either the neglect of Canada's rental problems or the adoption

'2Gee Hartman, "A Radical Perspective on Housing Reform," p. 9;
Achtenberg and Marcuse, "Towards the Decommodification of
Housing," p. 220.



of a variety of short-term, ad hoc programs in response to

crisis situations.

The most significant underlying assumption influencing
government intervention in the rental sector is the adherence to
the belief that housing is a market commodity whose provision is
a private sector responsibility, and its corollary that the
market is the best allocative mechanism. Accordingly, government
has involved itself in housing provision only in extraordinary
or emergency circumstances, and only in order to aid the market
rather than circumventing or competing with it. From this, it
has followed that when government has had to intervene, actors
in the market place have been used for program implementation.

This sanctity accorded the private housing market appears
to be based on a strong value accorded to individualism, a
notion which implies that the acquisition of housing is a
personal responsibility. Thus, except in the case of a narrowly-
defined group of "truly needy" (the elderly, mentally or
physically disabled, and single parents on welfare), who are
incapable of assuming such responsibility, an attempt is made to
minimize the nature and extent of the government's role in the

housing market.

The second assumption defining government intervention in
the rental sector is the focus on' home ownership as" the
desirable tenure option given its allegedly stabilizing effect

on family life and society. Indeed, references to the
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stabilizing influence of home ownership pervade both early and
recent Canadian housing literature. As a result of this
attitude, rental tenure has, relative to home ownership, enjoyed

"second class" status in Canada.'?

The third assumption influencing the nature of government
intervention in the rental sector is the contention that not
only rental sector but housing problems in general are temporary
aberrations rather than manifestations of fundamental, long-term
problems. This view that short-term market imperfections or
ephemeral macro-economic conditions are responsible for rental
problems follows from the belief in the éfficiency of the market
mechanism, and has meant that government:has consistently either

neglected rental problems or-responded with ad hoc, short-term

interventions.

The final assumption influencing government intervention in
rental problems is the view that housing is largely a local

matter, with problems best left to the municipalities and

'35ee Albert Rose, Regent Park: A Study in Slum Clearance
(Toronto: University of Toronto Press, 1958), p. 18; Nicholas
Steed, "The Lingering Death of the Family House: A Report on the
Shelter Squeeze," Macleans, May 1967, p. 15; Roy LaBerge, "A New
Concept," Canadian Labour 13 (February 1968):25; Canadian Real
Estate Association, Housing in Canada: A Continuing Challenge,
All Sector National Housing Conference Report (Don Mills, Ont.:
CREA, 1982), p. 52; Harry Flemming, "Tenants Outnumber
Landlords: Shouldn't They Have More Rights?" Atlantic Insight 4
(February 1982):61; A.G. Dalzell, Housing in Canada, Vol. 2: The
Housing of the Working Classes (Toronto: Social Service Council
of Toronto, 1928), p. 19; Canada, House of Commons, Special
Committee on Housing, Minutes of Proceedings and Evidence, Nos.
1-11 (Ottawa: King's Printer, 1935), -p. 171.
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provinces to sort out. Section 92 of the British North America
(BNA) Act delegates responsibility for housing to the provinces.
The Act also, however, accords the federal government
jurisdiction over a much larger and more lucrative tax base. The
constant volleying of the responsibility for rental housing
problems back and forth between the level of government mandated
the responsibility and the level realistically able to assume
that responsibility has meant rental intervention has been

minimal and inconsistent,

This thesis investigates government action on rental
problems and tests the assumptions outlined above by tracing the
evolution of Canadian rental housing problems and policy from
1900 to the present. While an examination of rental housing
problems is not the primary purpose of the research, some
discussion of the extent, nature and source of such problems
over the course of the century is clearly essential to an
examination of the response of government. Specifically, the
thesis examines the existence and extent of rental housing
problems during the twentieth century; documents how rental
housing problems have been defined and analyzed by housing
experts and what their prescriptions have been; and reviews the

response of the federal government to rental problems.

The rationale for undertaking this study is three-fold. The
first rationale is the seriousness of the rental problem given
the importance of rental tenure in Canada, both today and in the

future. In 1981, for example, 36.7% of all Canadian households
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and 45.4% of urban households were renters.'® The absolute
number of renter households is expected to increase given
projected household formation rates and well-documented trends
towards non-family one and two person households.'® Moreover,
the rental sector has become increasingly residual, acting as
the last resort for those unable to enter or remain in the
ownership sector. As Table 1 indicates, as recently as 1967, the
tenant population was divided almost equally between the income
gquintiles, with the exception of the highest quintile which
comprised only 14.3% of the renter population. By 1981, almost
80% of tenants were drawn from the lowest three income
quintiles, with the highest quintile accounting for only 9% of
the renter population. These figures indicate that the higher
income households able to take advantage of the home ownership
option have done so, leaving those with no choice in the rental
sector. Indeed, as Table 2 illustrates, the home ownership rate
for the lowest two income quintiles declined by 19% and 3%,

respectively, between 1967 and 1981.

'%See J.D. Hulchanski, "Tax Costs of Housing," Policy Options,
June 1985, p. 3; Canada Mortgage and Housing Corporation,
Canadian Housing Statistics, 1982 (Ottawa: CMHC, Economic
Research Department, 1955- ), Table 101, Urban is defined as
Census Metropolitan Areas.

'5While some of these households may desire owner-occupied
dwellings, interest rate volatility, rising energy costs and
house prices, and the stable, if not declining, wealth of the
lower two income quintiles will likely render home ownership
increasingly inaccessible to many households.



Iable 1 Renter Households, By Income Quintile,
Canada, 1967, 1973, 1977, 1981
Change
Quintile 1967 1973 1977 1981 1967 - 1981
1 2 3 4 5

Lowest 20.4% 26.6% 29.1% 31.1% +10.7%
Second 23.9% 24.7% 25.9% 26.0% + 2.1%
Third 22.2% 22.6% 20, 4% 20.3% - 1.9%
Fourth 19.2¢% 16.1% 14.8% 13.6% - 5.6%
Fifth 14,3% 10,0% 9,8% 9.0% - 5,3%
Total 100.0% 100.0% 100.0% 100.0%
Source:

Statistics Canada, 1983

13



Iable 2 Home Ownership Rates. By Income Quintile.

Change

Quintile 1967 1973 1977 1981 1967 - 1981
1 2 3 4 5

Lowest 62.0% 50.0% 47.4% 43,0% -19.0%
Second 55.5% 53.6% 53.3% 52.4% - 3,0%
Third 58.6% 57.5% 63.2% 62.7% + 4,0%
Fourth 64.2% 69.8% 73.2% 75.0% +11.0%
Highest 13,4% 81.2% 82,3% 83,5% +10,0%
Average 62.7% 62.4% 63.9% 63.3%
Source:

Statistics Canada, 1983

14
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As for future trends, statistics indicate that the percentage of
Canadians with incomes below the poverty line is on the rise,'®
and projections suggest that an increasing proportion of future
renter households will be comprised of young, elderly and
female-headed single-parent family households who tend to live
on fixed incomes or who experience low earning power.'’ These
trends have major implications for housing the Canadian

population.

The second rationale for this study is the paucity of
Canadian housing literature which reviews rental housing
problems and policies over the long-term. Indeed, most Canadian
housing literature focusses either on housing in general, with
only passing reference to the rental éector, or fécussés
primarily on the ownership sector. The 1971 Smith monograph, the
Hellyer Report, and Rose's and Fallis's studies, for instance,
all examine Canadian housing policy in a very general way. In
none of the studies are rental problems and policies accorded
special or even separate treatment. Moreover, where rental
sector problems have been examined, the analysis has usually
focussed on the immediate situation or on a long-term defined as
five to ten years rather than on a broader historical context.

As well, most often only one aspect of the rental situation has

'6The percentage increased from 15.1% in 1980 to 15.4% in 1981.
Leonard Shifrin, "Poverty Line is Not Holding," Toronto Star, 2
October 1982.

'7Canada Mortgage and Housing Corporation, "Analysis of the
Rental Market," p. 5.
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been examined. Smith's 1977 monograph on housing policy, for
instance, which does treat the home ownership and rental sectors
independently, covers only the 1970's. A 1985 paper by Jeffrey
Patterson, which does cover the entire period since World War
I1, focusses only on the Ontario rental market and on one aspect

of the rental issue - rent controls.

The third rationale underlying this research is its value
as a foundation for further research into rental problem
resolution and for rental policy direction. As suggested above,
the lack of a body of literature which provides an historical
overview and a broader context for the analysis of rental
problems and programs is evident. Rental problems over the
course of the century have been documented, but never brought
together in one source. This broad overview enables the
identification of long-term trends, both in rental problems and
policy initiatives, and in factors shaping the rental housing
policy-making environment in Canada. As such, it helps to
illustrate the relevance of past problems, analyses and
government action to current rental problems, and thus provides
a broader context within which to assess current problems and to

formulate future rental housing policy.

At this point it may be useful to clarify what is meant by
"policy", a task which has attracted much interest but little
agreement. It can be arqued that a careful use of the term
policy is limited to describing the product of a rational,

systematic and long-term process of decision-making. As such,
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policy would very deliberately define a context within which
future decisions will be made.'® Policy can also be defined more
broadly, however, in acknowledgement of the actual environment
in which government measures are often implemented. In their

1984 book titled The Policy Process in the Modern Capitalist

State, Christopher Ham and Michael Hill note that it is hard to
identify particular occasions when policy is made because policy
is rarely expressed in a single decision. Rather it tends to be
defined in a series of decisions which, taken together, comprise
a common understanding of what policy is. Ham and Hill observe
as well that a study of policy must examine non-decisions in
addition to decisions because much political activity is
concerned with maintaining the status quo and resisting
challenges to the existing allocation of values. To decide to do
nothing is in fact a policy decision. Ham and Hill also raise
the question of whether a series of actions which have not been
formally sanctioned by decisions can constitute a policy.'® A
1972 article on policy analysis by H. Heclo raises similar
questions about what constitutes policy. Heclo concludes that
policy is not a self-evident term and may be "usefully

considered as a course of action or inaction rather than

'8Gee W.I. Jenkins, Policy Analysis (London: Martin Robertson,
1978), p. 15; J.K. Friend, J.M. Power, and C.J.L. Yewlett,
Public Planning: The Inter-Corporate Dimension (London:
Tavistock, 1974), p. 40.

'3Christopher Ham and Michael Hill, The Policy Process in the
Modern Capitalist State (Brighton: Wheatsheaf Books, 1984), pp.
11-12.
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specific decisions or actions.”?° In that this research is
concerned more with the actual response of government to rental
problems than with the announced intentions of government
regarding the rental situation, the broader definition of
"policy" articulated by Ham and Hill and Heclo is used in this

thesis,

The thesis is composed of six chapters. Because so little
information on the rental sector is available, the four chapters
immediately following the introduction provide a chronological
account of the evolution of rental problems and government
intervention in the rental sector since the turn of the century.
Given the dominant federal role in housing in Canada, the focus
of the discussion regarding programs and policy is on the
federal level, though the role played by the provinces,
particularly in the early years, is briefly discussed. Each of
the four chapters deals with a particular historical period.
Relying on empirical data garnered from major government and
private housing studies, contemporary academic articles and
media reports, statistical analyses, the record of the House of
Commons debates, and housing-related legislation in its original
and amended forms, each chapter outlines the extent and severity
of rental housing problems, advocacy for action on rental
problems, and the response of government. Chapter 2 covers the
years from 1900 to 1940, a period in which the provinces and
municipalities took considerable action on rental problems but
in which federal intervention was negligible. Chapter 3, which

20H, Heclo, "Review Article: Policy Analysis," British Journal
of Political Science 2:84-85.




deals with the 1940 to 1949 period, reviews the extensive and
experimental federal role in the rental sector during the war
and immediate post-war years. Focussing on the period from 1949
to 1964, Chapter 4 examines the permanent though minimal federal
presence in the rental sector which resulted from the wartime
experience. Finally, Chapter 5 traces the emergence of a major
permanent role for the federal government in the rental sector

from 1964 to the present.

Unlike these four chapters which cover specific periods,
Chapter 6 provides a thematic analysis of the entire 1900 to
1985 period. In identifying key themes in the evolution of
rental housing policy, the analysis in Chapter 6 suggests that
the research assumption hypothesized aone is borne out -
government intervention in the rental sector has indeed been
consistently minimal, ad hoc, largely market-supportive, and
carried out within the framework of housing as a market
commodity. It suggests further that two interrelated factors
have been instrumental in shaping intervention in the rental
sector and rental housing policy in Canada over the course of
this century. The first factor is the set of assumptions
outlined above which have constituted the terms of reference
from which the rationale for and nature of rental sector
intervention have been determined. The second is the inability
on the part of the federal government to adequately define the
rental housing problem given that it did not draw the connection

between the three key elements of the rental problem.
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Chapter 6 concludes by speculating briefly on the possible
impact of government rental policy on rental problem resolution
and on the significance of both past government actions and
missed opportunities for action for current rental problems and

future rental policy development.
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CHAPTER 2
URBAN RENTAL PROBLEMS AND POLICIES, 1900-1940

Canada entered the twentieth century with housing
conditions in her larger centers already a serious problem and a
focus of concern among public health officials and early
reformers. According to urban historian John Weaver, crowded
streets with irregular alignments, frame dwellings packed around
fire hézards, and epidemics characterized the residential areas
of Halifax, St. John, Quebec, Montreal, Toronto, and Hamilton as
early as the mid-nineteenth century.?' Moreover, a serious
shortfall of adequate and affordable working-class housing had
resulted in the concentration of working-class households in

central slums or peripheral shanty towns.

The first forty years of the twentieth century witnessed
little improvement in Canada's "housing problem". Any advances
occasioned by construction booms immediately preceding and
following World War I and by the imposition and enforcement of

housing standards were more than offset by the unprecedented

21John C. Weaver, "An Introduction to the History of Shelter
Costs in Canada," Urban Focus 5 (May-June 1977):7.
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rates of urbanization and immigration and the deteriorating
economic circumstances of the working- and even middle-classes
throughout the period. The construction slumps of World War I
and the 1930's merely served to exaccerbate an already serious
situation. Even government intervention in the 1930's into a
market heretofore completely dominated by private sector
activity was largely ineffectual and great numbers of Canadians,
and particularly low-income Canadians, remained very poorly

housed at the outbreak of World wWar I1I.

2.1 The Housing Problem, 1900-1930

Only limited reference to rental housing is found in the
housing literature of the pre-1930 period. This lack of
attention was largely a reflection of the relative unimportance
of renting in a society in which suburban land was cheap and in
which the ideals of home ownership and private property were
widely accepted and promoted.?? Indeed, the virtues of home
ownership and its stabilizing effect on society and family life
were extolled in a number of articles by Thomas Adams, the

prominent planning advisor to the Commission of Conservation,

22plthough most urban Canadians, and particularly those of the
working-class, were tenants in the nineteenth century, most
households aspired to home-ownership. Indeed, home-ownership
rates rose by almost 20% between 1900 and 1910, and continued to
rise thereafter such that by 1921, 61.9% of Canadian households
were owner-occupiers. See Richard Harris, "Homeownership and
Class in Modern Canada," International Journal of Urban and
Regional Research, forthcoming; J.T. Saywell, Housing Canadians:
Essays on the History of Residential Construction in Canada
(Ottawa: Economic Council of Canada, 1975), p. 33; Dalzell,
Housing in Canada, p. 23.
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between 1914 and 1923, and by numerous federal and provincial
elected representatives. Even as late as 1928, noted Canadian
planner and municipal engineer, A.G. Dalzell, in a study of the
housing conditions of Canada's working class, concluded that
despite the growth in numbers and the obvious utility of rental
buildings in facilitating labour mobility it was "essential that
the location and the construction of such buildings be regqulated
so that they do not entirely displace the single detached
dwelling..."??® A Liberal-Unionist Member of Parliament aptly
summarized the popular sentiment regarding home ownership during
the Parliamentary debate over the 1919 federal housing bill when
he declared:

L\

"...it is in the national interest that a man may have the
opportunity to rear his family in a comfortable house of
his own equipped with modern sanitary conveniences...[it]
induces him to take more practical interest in the affairs
of the country and thus tends to the strength and stability
of our national life,"?2*

As hinted in Dalzell's statement, the reverence for home
ownership implied some antipathy towards multi-family rental
dwellings, likely as a result of the poor living conditions and
overcrowding evident in such dwellings. The testimony of A.
Officer, Public Health official of the City of Winnipeg, before
the 1935 Special Parliamentary Committee on Housing, accurately
reflects the prevailing attitude regarding rental tenure

throughout the early part of this century. Speaking of rental

23palzell, Housing in Canada, p. 39.

28Canada, Parliament, House of Commons, Debates (1919), pp.
2532-2533.
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dwellings, he said:

"This class of building only affords the means of placing so
many more people to the acre with no proper allowance for
adequate sunshine and fresh air. When we come to consider
the basement suites of our apartment blocks, we are forced
to admit that after all, very few are really suitable for
occupation. They are frequently dark and damp, and when

windows are cpened they serve the purpose of permitting
dust and dirt to enter the rooms."?3

Ironically, poor rental conditions resulted largely from an
accepted tradition of providing housing for renters through the
conversion of single-family dwellings for multi-family
occupancy?® and through the "filtering down" of older dwellings
from the wealthier classes. A large portion of the units which
filtered down to lower-income households, however, were
seriously deteriorated or even obsolete. As one witness before
the 1935 Parliamentary Committee 6n Housing suggested, such
second hand housing was generally so delapidated when passed on
to the low-income renter that he started with practically a

slum, 27

Given the reliance on conversion and filtering to house

renter households, the construction and design of dwellings

?5House of Commons Special Committee on Housing, Minutes, p.
171,

26Many of the substandard dwellings recorded in the 1951 Census
were initially single-family units which had been converted to
multi-family use. Central Mortgage and Housing Corporation,
Housing and Urban Growth in Canada: A Brief from Central
Mortgage and Housing Corporation to the Royal Commission on
Canada's Economic Prospects (Ottawa: CMHC, 1956), p. 30.

?’House of Commons Special Committee on Housing, Minutes, p. 48,
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intended specifically for multi-family occupancy remained at
very low levels in the early years of this century. As the data
in Table 3 indicate, in fact, widespread apartment construction
was a phenomenon of the mid- to late-1920's. Between 1921 and
1931, the percentage of the Canadian housing stock accounted for
by apartments and flats rose from 2% to 15%,2% although even at
15% of the stock, apartment units could hardly be considered a

significant housing form in the pre-World War II years.

Given the relatively low status of rental tenure in the
early pre-World War II period, the paucity of information on
rental housing and rental problems in the literature of the
period is not surprising. Consequently, however, the student of
rental housing must make a number of assumptions regarding the
applicability of available information on housing conditions in
those early years to the rental sector. For the purposes of this
analysis, it is assumed that the general concerns articulated
about housing conditions, particularly in the literature of the
1900-1930 period, apply to rental as well as owner-occupied

accommodation.

285aywell, Housing Canadians, p. 165.




Iabla 3 urban! Residential Completions.
By Type., Canada, 1921 - 1939
Year Urban Completions
Single-Family Multi-Family2
000's % of Total 000's % of Total
1 2 3 4

1921 20.1 67.4 9.7 32.6
1922 23.9 64.4 13,2 35.6
1923 23.6 61.8 14,6 38.2
1924 19.2 56. 1 15.0 43.9
1925 21.5 54,2 18.2 45,8
1926 25.3 51.3 24,0 48.7
1927 23.8 46.8 27.1 53,2
1928 24,7 43.6 31.9 56.4
1929 23.8 40.7 34,7 59.3
1930 19,5 40,9 28,2 59,1
1931 18.8 44,1 23.8 55,9
1932 1.2 45,2 13.6 54.8
1933 9.1 47.4 10,1 52.6
1934 1.5 47.7 12.6 52.3
1935 13.3 46,5 15,3 53,5
1936 15.6 45,6 18.6 54,4
1937 18.7 44,2 23.6 55.8
1938 16.1 42,0 22.2 58.0
1939 20,6 45,2 25.0 54,8

1.
2.

Urban = non~farm

Multi-Family used as proxy for apartments

Source:

Firestone, 0.J. (1951) Residential Real Estate In Canada,
University of Toronto Press, p. 268,

Toronto:

26
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According to contemporary accounts, the housing problem of
the 1900-1930 period consisted of three interrelated elements:
the physical inadequacy of existing units (quality), the lack of
sufficient numbers of units (supply), and the high cost of
owning and renting (affordability).?® Because systematic data
collection and analysis was not yet common practice, however,
few figures are available which quantitatively describe the
extent and severity of such problems. One must, therefore, rely
on descriptive accounts published in contemporary reports and on
the few isolated and incomplete statistics which are available
in order to gain an understanding of the nature and extent of
the urban housing problem of the early pre-World War II years.
Although discussion of each of the problem elements in isolation
of the others is somewhat artificial given the intricate |
connections between them, they are considered separately here

for the sake of organizational clarity.

29gee Canada, National Industrial Conference, Report of the
Royal Commission on Industrial Relations (Ottawa: King's
Printer, 1919), p. 13; Canada, National Industrial Conference,
Official Report of Proceedings and Discussions (Ottawa: King's
Printer, 1919), p. 187; Dalzell, Housing in Canada, p. 36;
Ontario, Report of the Lieutenant-Governor's Committee on
Housing Conditions in Toronto (Toronto: Hunter-Rose Co., 1934),
pp. 1, 32, 56; League for Social Reconstruction, Social Planning
for Canada, 24 ed. (Toronto: University of Toronto Press, 1975),
pp. 9, 457; House of Commons Special Committee on Housing,
Minutes, pp. 7, 13, 98; Thomas Adams, "Practical Housing,"
Canadian Municipal Journal 15 (November 1919):359; A.E., Grauer,
Housing: A Study Prepared for the Royal Commission on Dominion-
Provincial Relations (Ottawa: King's Printer, 1939), pp. 49, 56;
Saywell, Housing Canadians, pp. 114, 155,
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The Quality Problem., Concern regarding housing quality in

the 1900-1930 period focussed primarily on the growth of urban
slum conditions.?®° The existence of a serious, though limited,
slum problem in the working-class districts of larger Canadian
centers was first widely publicized by the public health
movement,3' a reform movement composed largely of middle-class
journalists, clergymen, women's organizations, health
professionals and academics.®? Fuelled by the industrialization
and rapid urbanization of the late nineteenth and early
twentieth centuries, and in the absence of controls on
construction and development, Canadian urban centers had
developed in a speculative, piecemeal and unco-ordinated
fashion, with little attention given to street layout, servicing
and construction standards, or the separationlof often A

incompatible land uses. As a result, poor sanitary conditions, a

30p slum, according to a 1930's Washington, D.C. Glossary of
Housing Terms, is an area in which dwellings predominate that
because of either delapidation, obsolescence, overcrowding,
arrangement or design, lack of ventilation, light or sanitary
facilities, or a combination of these factors, are detrimental
to the safety, health, morals, comfort and welfare of the
inhabitants. See House of Commons, Debates (1938), p. 327.

3'Early studies of urban working-class living conditions were
conducted by Montreal businessman Herbert Ames, child welfare
advocate, J.J. Kelso, Winnipeg clergyman and social reformer,
J.S. Woodsworth, Toronto reformer, Bryce Stewart, and the Labour
Gazette in 1904. See Paul Rutherford, "Tomorrow's Metropolis:
The Urban Reform Movement in Canada, 1880-1920," in The Canadian
City: Essays in Urban History, eds. G.A. Stelter and A.F.J.
Artibise (Toronto: McClelland and Stewart and Institute of
Canadian Studies, Carleton University, 1977), p. 375; Weaver,
ed., Shaping the Canadian City: Essays on Urban Politics and
Policy, 1890-1920 (Toronto: The Institute of Public
Administration of Canada, 1977), p. 26.

32Rutherford, "Tomorrow's Metropolis," pp. 369, 382.
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lack of basic water and sewer services, crowded frame dwellings
packed around fire hazards, periodic outbreaks of contagious
diseases, and high mortality rates characterized the working-
class areas of larger Canadian cities. Indeed, visiting British
M.P. and prominent housing reformer, Henry Vivian, noted in a
British magazine in 1910 that he had witnessed slums in Montreal
worse than in East London®?® and a 1911 Health Department survey
in Toronto revealed:

"homes in cellars, lanes, stables and shacks, where adults
and children mingled with chickens and cows; where the
number of lodgers or family (sic) outnumbered the beds;
where thousands of families lived without drains or
drainage, and people outnumbered baths five to one; and
where high rents seemed matched only by high disease
rates.,"??

Similarly, Dr. Charles Hodgetts, Medical Advisor to the Public
Health Committee of the Commission of Conservation wrote of
Canadian slums in the Commission's second annual report in 1911:

"Indeed, all is dilapidation, decay and desolation. The
environment reeks with the odours of successive strata of
dirt, household refuse, and domestic slops, while the walls
are cracked, and stairways rickety and unsafe, narrow and
dark. The houses are often without cellars, are low and
damp, being sometimes built flat upon the ground; while
darkened rooms, inaccessible to sunlight, add a sombre hue
to a condition which can only be summed up as
'damnable'."35

The wretched living conditions of the working-class were

33palzell, Housing in Canada, p. 30.

34See Saywell, Housing Canadians, p. 117.

35Canada, Commission of Conservation, Second Annual Report
(Montreal: John Lovell & Son, 1911), p. 53.
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also documented by a 1919 federal Royal Commission on Industrial
Relations, which cited poor housing conditions as a major factor
underlying industrial unrest across Canada, by two Nova Scotia
Royal Commissions on Mining in 1920 and 1926, and in Dalzell's

1928 study on the housing conditions of the working-class.

The Supply Problem. The public health studies of the turn

of the century suggested that the concentration of working-class
households in central slums or peripheral shanty towns was the
result of a shortage of adequate housing affordable to average
wage-earners. The already serious pre-war shortfall was
exaccerbated by the virtual cessation of residential

construction in the war years of 1914 to 1918,

As Table 4 indicates, the shortfall of dwelling units
increased dramatically from 84,000 in 1901 to 145,000 in 1921,
The shortfall was somewhat relieved during the prosperous boom
years of the mid-1920's, and vacancy rates rose well above the
levels of the early 1920's. However, other factors like cost and
quality combined to give a new twist to the supply issue, such
that the availability of decent dwellings affordable to lower-
income groups became the main focus of concern rather than the

availability of dwellings in general.?3®

36Dalzell noted, for example, that poor Vancouver families were
occupying converted horse stables, barns, and sheds in 1928
because of the inadequate supply of dwellings affordable to
them, Dalzell, Housing in Canada, p. 8.




Iahle 4 Households and Dwelling Stock
Canada, 1901, 1911, 1921-1939

Households [Households

Total Occupied Total Less Stock {[Less Occu-

Stock Stock  |Households |(Shortfall)|pied Stock!

Year 000's 000's 000's Q00's 000'g

1 2 3 4 5
1901 1,038.0 1,026.0 1,122 84 96
1911 1,475.0 1.448,0 1,475 == 21
1921 1,908.0 1,856.7 2,054 145 197
1922 1,945.9 1,891.8 2,082 136 190
1923 1,984.0 1,889.7 2,113 129 223
1924 2,017.8 1,909.8 2,149 131 239
1925 2.056.9 1.953,2 2,187 130 234
1926 2,106.1 2,008.1 2,232 126 224
1927 2,156.7 2,058.7 2,283 126 224
1928 2,213.5 2,120.,0 2,337 123 217
1929 2,271.2 2,179.6 2,392 121 212
1930 2.317.6 2.221.0 2.438 120 211
1931 2,357.5 2,252,2 2,474 116 222
1932 2,379.0 2,238.4 2,499 120 261
1933 2,395.4 2,251.5 2,525 130 274
1934 2,417.2 2,299,2 2,559 142 260
1935 2.443.8 2.342.5 2,585 151 253
1936 2,476.1 2,378.4 2,634 158 256
1937 2,516.6 2,431.6 2,680 163 248
1938 2,553.6 2,471.7 2,725 171 253
1939 2.297.8 2.517.0 2,786 188 269

1. Households without separate units of their own.

Sourca:

Firestone, 0.J. (1951) Residentlal Real Estate In Canada,

Toronto:

University of Toronto Press, pp. 45, 205, 289, 478.

Firestone, 0.J. (1958) Canada's Economic Development 1867-1953,

London:

Bowes and Bowes, pp. 240-241,

Pickett, J. (1963) "Residential Capital Formation in Canada,
1871-1921."Canadlan Journal of Economics and Political Science,

29, p. 43,
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The fact that the number of households without units of their
own was almost double the actual shortfall of units during the
1920's is probably an indication of such an affordability
problem.3®’ (See Table 4) Michael Piva emphasizes the importance
of this relationship between availability and affordability in

his monograph The Condition of the Working Class in Toronto -

1900-1921 in noting that although vacant houses were in plain
evidence, particularly in boom years, they were most often
unaffordable to the working class. Piva observes:
"High prices, not scarcity, caused the housing problem.
Building went on but not of the kind that provided houses
workers could afford...in 1914...2,000 houses had been

built, only about 3% of which rented at a price
sufficiently low for workers,"3®

The Affordability Problem. Documentation of serious housing

affordability problems among working-class households was first
made in the 1886 report of a federal Royal Commission
investigating the conflict between labour and capital, and in
the reports prepared by the public health reformers at the turn
of the century. Concern in the 1900-1930 period centered
primarily on the increasing inability of the working-class to

acquire and maintain homes of their own, and to a lesser extent

37A 1965 housing study by Wolfgang Illing noted that
overcrowding is heavily concentrated among the lowest-income
households and that the constraints imposing this form of
housekeeping are usually financial. Wolfgang Illing, Housing
Demand to 1970 (Ottawa: Economic Council of Canada and Queen's
Printer, 1965), p. 110.

38Michael Piva, The Condition of the Working Class in Toronto -

1900-1921 (Ottawa: University of Ottawa Press, 1979), pp. 129-
130.
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on their inability to avail themselves of even rental housing of
adequate quality at a reasonable cost. As Table 5 suggests, high
prices for land, construction and materials had combined with
unsteady employment to make the procurement of a downpayment
impossible for many working-class families and regular mortgage
payments difficult. Indeed, Piva relates that many working-class
owners in Toronto were forced to board other workers and even
entire families in order to meet mortgage payments,3°® a
situation resulting in serious overcrowding and unsuitable

living circumstances for all concerned.

As for rental accommodation, Weaver reports and the data in
Table 5 confirm that in terms of real wages, rents escalated by
60-70% between 1500 and 1913.%° As a result, renters were
paying, on average, 25% of gross family income to secure

adequate housing in 1913.%!

3%1bid., p. 125.

“0Weaver, "The Modern City Realized: Toronto Civic Affairs,
1880-1915," in The Usable Urban Past: Planning and Politics in
the Modern Canadian City, eds. A.F.J. Artibise and G. Stelter
(Toronto: MacMillan of Canada and Institute of Canadian Studies,
Carleton University, 1979), p. 63.

“1Shirley Spragge, "A Confluence of Interests: Housing Reform in
Toronto, 1900-1920," in Artibise and Stelter, Usable Urban Past,
p. 249,
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Iable 3 Wages and Shelter Costs,
Canada, 1900-193]1 (Current $)
Affordable [Affordable Affordable
Avg. Annual| Monthly Monthly [Average| House Pr. Average
Wage for Rent at Rent at ([Monthly( at 2.25 Average Value of
Manufacture|1/8 Monthiy{20% Monthly{Market | X Annual Value of | Existing
Yeari{Wage-Earner| Income | Income Rent Yage New House | House
1 2 3 4 5 6 7
1900 421 4,39 7.02 9.48 947 1,570 -
1905 375 3.91 6.25 11.56 844 1,810 -
1910 417 4,34 6.95 16,20 938 2,090 -
1915 570 5.94 9.50 16.48 1,283 2,160 -
1917 760 7.92 12.67 17.28 1,710 2,840 -
1921 999 10,41 16.65 27.08 2,248 4,100 2,776
1926 999 10.41 16.65 27.43 2,248 4,205 2,430
1931 950 9,90 15,83 27.80 2,138 3,994 2.343
Sourca:

Canada, The Canada Year Book, Ottawa: King's Printer, Various Years.
Firestone, O.J. (1951) Residentlal Real Estate In Canada,

Toronto: University of Toronto Press, p. 99.

Firestone, O.J. (1958) Canada's Economic Development 1867-1953, London: Bowes
and Bowes, p. 207.

Lealy, F.H. (1983) Historical Statistics of Canada, 2nd Edition, Ottawa:
Statistics Canada and Social Science Federation of Canada, Series $323-325,
E41-48.

Pickett, J. (1963) "Residential Capital Formation In Canada, 1871-1921",
Canadian Journal of Economics and Political Science, 29, p. 51.
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Yet the accepted rent-to-income ratio at that time was between
one~tenth and one-eighth of gross family income given the higher
proportion of the household budget consumed by other

necessities, such as food, clothing and transportation.*?

2.2 Recommendations for Action and Government Response to the

Housing Problem, 1900-1930

Public health reformers were the initial advocates of
government measures aimed at easing working-class housing
problems. Having observed a striking correlation between poor
housing conditions and high mortality rates and backed by a
strong belief in environmental determinism, the reformers sought
meéns‘of combéttind existing urban health.prdblems and of
eliminating the causes of bad urban conditions. Recognizing that
the success of reform efforts was heavily dependent on the
active support of government - only the étate had sufficient
authority to impose order on the urban chaos - they agitated for
municipal action in establishing minimum standards of health and
hygiene withvrespect to water and food supply, disease control,

and housing conditions. The motives of the reformers were

[

42R.M. Fripp, "Speculations on the Problem of Housing the
Working Classes in Vancouver," Contract Record 28 (1914):1277.
Rent-to-income ratios are arbitrary measures used to define
affordability. They are based on what is considered a reasonable
proportion of income to expend on shelter while retaining
adequate income to acquire other basic necessities such as food
and clothing. However, the concept of the rent-to-income ratio
ignores that there is a critical income level below which even
the accepted ratio becomes too high without causing deprivation
of other basic necessities of life.
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varied, ranging from genuine concern for the well-being of slum
dwellers to self-interest given the recently articulated "germ

theory" of disease transmission.

The reformers were initially impeded in their attempts to
secure goVernment action by a number of circumstances, including
engineering and technical difficulties and the relatively small
tax base of the municipalities. Even more important was the lack
of precedent in Canada for government intervention into matters
involving individual responsibility or individual and property
rights.*3 It took over fifty years in Ontario for the reformers
to establish that the state not only had a right but a duty to
intervene to eliminate conditions detrimental to public

~health.**

Given provincial jurisdiction over health and housing, it
was the provinces who eventually involved themselves in
regulating urban health conditions. The bntario government led
the way with its 1884 Public Health Act. This Act obliged
Ontario municipalities to establish health agencies. Eventually

Ontario municipalities began to adopt nuisance laws, regulate

43Reformers often had to rationalize intervention in health and
living conditions in terms of their impact on the efficiency and
industrial output of workers rather than in terms of improving
the quality of life of the working-class out of a sense of
social justice. Thomas Gunton, "The Ideas and Policies of the
Canadian Planning Profession, 1909-1931," in Artibise and
Stelter, Usable Urban Past, p. 182.

“%Hulchanski, "The Origins of Urban Land Use Planning in
Ontario, 1900-1946" (PhD. Dissertation, University of Toronto,
1981), p. 13. :



37

" privy pits, and monitor lodging houses for overcrowding."® Other
provinces and municipalities followed suit.*® Action to improve
actual housing conditions of the working-class or to augment the
supply of adequate working-class housing; however} was not
forthcoming, perhaps, as Weaver suggests, because the
improvement of working-class housing conditions implied a great
expense with far fewer returns to the powerful middle-class than
did public health measures.®’ Moreover, adherence to the notion
of individual responsibility for poverty and misfortune led many

to conclude the lower classes did not merit public assistance.

Advocates of public health and housing reforms eventually
began to press for a federal role in addressing bad urban
conditions. This demand was, at least in‘égrt, satisfied by tﬁe
creation in 1909 of the Commission of Conservation, a federal
advisory body concerned with the preservétion of human and
natural resources. Although the British North America (BNA) Act
precluded direct federal activity on public health and urban
matters, the Commission functioned, in part, to promote

provincial action on urban problems.®8

45See Spragge, "Confluence of Interests," p. 249; Margaret
Andrews, "The Best Advertisement a City Can Have: Public Health
Services in Vancouver, 1886-1888," Urban History Review 12
(February 1984):19,

46Manitoba in 1909 and Saskatchewan in 1910.

475ee Weaver, "Modern City Realized," p. 67; Shaping the
Canadian City, p. 29. {

88Hulchanski, "Urban Land Use Planning," p. 31.
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Efforts to involve government in reéulating housing quality
were given a boost by the emergence, in the 1900's, of the
Canadian town planning movement. Unlike its American counterpart
which was dominated largely by City Beautiful advocates, the
early Canadian town planning profession focussed almost
exclusively on the practical concerns of health, housing and
traffic, with the amelioration of working-class housing problems
as its first priority.*? Indeed, Clifford Sifton, director of
the Commission of Conservation, defined town planning as a
"rational écheme of supervising the conditions in which the
people of our great cities live",%° and Adams considered housing

to be the key issue in planning.®'

To accomplish their goals, early Canadian planners
advocated the use of zoning to regulate iand use, the imposition
of construction standards and height resérictions to control
density and ensure the penetration of adequate sunlight and
fresh air to dwelling units, and the development of: planned

suburbs of single-family, detached owner-occupied housing to

“9See Walter Van Nus, "Towards the City Efficient: The Theory
and Practice of Zoning, 1919-1939," in Artibise and Stelter,
Usable Urban Past, pp. 171-172,.

SORutherford, "Tomorrow's Metropolis," p. 374.

51See Gunton, "Canadian Planning Profession," p. 189.
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eradicate urban working-class slums.®2? As a solution to the
working-class housing problem, suburbanization was considered
more desirable and practical than costly slum clearance and

redevelopment, public housing, or curbs 'on urban growth.

As is evident from their relatea foci, the public health,
housing reform and town planning movements overlapped
extensively in the first two decades of the twentieth century.
Indeed, the support of the public health reformers, who were
inspired by town planning's potential to mold the physical
character of cities and who viewed it as somewhat of a panacea
for all of the health, housing and physical development problems
of the city,®?® was crucial to the eventual adoption of planning

legislation in various provinces.5*

The implementation of public health regulations and town
planning measures undoubtedly helped to alleviate some of the
worst urban living conditions and to facilitate healthier and
more orderly urban development. Nevertheless, the regul;tions
were not a panacea to urban living conditions and to working-
class housing problems, especially in the early years. One

52The suburban solution to the slum problem was based on a
belief that more efficient land use could help to reduce the
cost of new housing and render it affordable to average wage-
earners. As a result, overcrowding in high density inner-city
tenements and apartments would be relieved and slums rendered
Obsolete. See Weaver, "Tomorrow's Metropolis Revisited: A
Critical Assessment of Urban Reform in Canada, 1890-1920," in
Stelter and Artibise, Canadian City, p. 405; "Modern City
Realized," p. 60.

53Hulchanski, "Urban Land Use Planning," p. 41.

548Nova Scotia, New Brunswick, Ontario, Saskatchewan, Alberta,
and Manitoba passed planning legislation between 1910 and 1918,
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reason, as suggested above, was that home ownership was not the
solution to the housing problems of most lower-income wage-
earners. As a result, the middle- and upper-classes proceeded to
occupy the new suburban homes,®® while the working-class
remained in overcrowded and often substandard inner-city

tenements.

In addition, enforcement of the regplations proved
difficult because of the lack of alterna%ive housing for low-
income slum dwellers, because of the lack of co-operation
between the diverse supervisory authorities, and because the
condemnation and closure of unfit housing was bitterly and often
successfully resisted by property owners and developers. Yet
wifhout enforcement, much new donstructibn continued to be. of a
shoddy nature. Overcrowding and poor maintenance ensured that it

rapidly degenerated into slums.

Finally, successful enforcement of the regulations and
standards, when it was achieved, intensified supply and
affordability problems. The standards raised construction costs,
which discouraged new private investment and the conversion of
older single-family units for multi-family use.®® It also
rendered new housing unaffordable to many working-class

households.

S5Rutherford, "Tomorrow's Metropolis," p. 375.

56Weaver, "Tomorrow's Metropolis Revisited," p. 408.
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While mbst municipalities and provinces in the early years
of the century limited their response to the housing problem to
the introduction of public health and town planning measures,
one municipality engaged in a somewhat more daring experiment.
In 1913, the municipality of Toronto co-operated with the Board
of Trade, the Manufacturers' Association, and the Civic Guild in
establishing the Toronto Housing Company‘to facilitate the
construction of dwelling units for sale or rent to moderate-
income working-class households. The Company constructed only
334 single and double cottage units, however, and the rents were
generally above the financial capability of lower-income wage-
earners.®’ Similarly, the units produced by the Toronto Housing
Commission, a company established by provincial legislation in
1920 to erect moderately-priced houses for sale, were accessible
primarily to better-paid workers who were in a position to
accumulate a downpayment and qualify for a mortgage. Though
interesting and innovative for their time, these endeavours had

virtually no impact on housing conditions.

The persistence of the housing problem throughout the first
three decades of the twentieth century, combined with
continually escalating development costs, eventually léd housing
experts, professional bodies, and some politicians to question
the ability of unaided private enterprise to provide adequate

housing for the lower-paid wage earner. As early as 1919, the

7See Ontario, Report on Housing Conditions, pp. 75-76.
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Ontario Housing Committee ventured a criticism of the total
reliance on private enterprise for housing supply, observing in
a report that:
"...private enterprise cannot be depended on to meet the

existing demand as the returns on the present cost of
building are not adequate to the outlay."®®

Two articles appearing in 1920 and 1921 issues of Town Planning

and Conservation of Life were even more critical. The first

asserted that "further reliance upon the supposed potency of the
law of supply and demand was perilous and impossible."®® The
other article reported:

"The Philadelphia Chapter of the American Institute of
Architects, a body to which not [a] taint of radicalism has
ever attached, has lately declared that houses for those
who earn low wages can no longer be built anywhere in the
world at a cost which will permit them to be either sold or
rented without loss, and that it is unquestionably true
that an industrial system, or even any particular industry,
which fails to make possible adequate shelter, food,
clothing, and recreation for all of its operatives is
unworthy to exist. The Chapter proposes that housing for
those earning low wages or salaries be legalized as a
public utility; that the manufacture of this class of homes
as a profitable industry shall cease in theory as it has
already ceased in fact; and that the: Government, national
and local, should at once adopt measures making possible
this prime necessity of life."®°

Given these growing doubts about total reliance on the

}

58See Andrew E. Jones, The Beginnings of Canadian Government
Housing Policy, 1918-1924 (Ottawa: Centre for Social Welfare
Studies, Carleton University, 1978), p. 7.

%See Town Planning and Conservation- of Life, April-June 1920,
p. 51. '

69"Housing as a Public Utility," Town Planning and Conservation
of Life, January-March 1921, p. 19.
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private sector to supply housing, pressure for government to
stimulate the supply of affordable working-class housing began
to build. The focus of the agitation, however, shifted
increasingly to the federal level, given the obvioﬁs financial
impediments to more comprehensive and sustained provincial and
municipal action. A 1917 Federal-Provincial Conference produced
a resolution by the premiers urging the ﬁederal government to
assist the private sector in the construction of working-class
housing. In 1918, Adams suggested that séme type of public
contribution appeared necessary to promote housing construction
until capital became more plentiful and private investment in

building more secure.®'

The mounting public pressure, the virtual collapse of
private sector construction during World War I and social unrest
arising from post-war unemployment and pdor living conditions
finally brought the housing question to the full attention of
federal authorities and prompted the realization that the
acquisition of housing could no longer be regarded solely as a
personal matter.®? Faced with exaccerbation of the already
serious housing shortage by the return of the war veterans, the
Conservative gbvernment approved the Federal Housing Loan

Program in 1919, The stated purposes of the program were to

offer to working men, and particularly to returning soldiers,

¢ 1pAdams, "Reconstruction Messages," Canadian Engineer 35
(December 1918):501.

625ee Dalzell, Housing in Canada, p. 8.
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the opportunity to acquire their own homes, to encourage the
erection of dwelling units in congested areas, and to contribute
to public health and well-being.®® The program made available to
the'municipalities, through the provinces, a loan fund of §25
million at 5% interest to assist them in constructing suburban
owner-occupied dwellings. The dwellings were to meet specified
standards and were not to exceed $4,500 in value, inclusive of
land costs. It is significant that despite pressure from both
sides of the House of Commons for slum clearance and
redevelopment measures to benefit low-income households, and in
particular low-income renters, the program focussed on home

ownership.

Given the léck of precedent for'fedéral intervention in the
housing market, the government took a number of precautions in
introducing the program. In acknowledgement of provincial
'jurisdiction over housing, for instance, administration and
implementation of the program were left to the provinces and
municipalities. Moreovef, the use of the War Measures Act to
authorize the program was a clear indication that it was
conceived more as an emergency measure to aid post-war

reconstruction than as a housing measure.

The program did very little to relieve either the housing

problem or the general economic situation. To begin with, the

¢3pdams, Housing in Canada: General Project of the Federal
Government (Ottawa: King's Printer, 1919), p. 10.
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dimensions of the experiment were so small as to make it of only
slight significance for the purpose of economic stabilization,®*®
In addition, although the government limited loans to persons
earning $3,000 or less per year,®% the requirement for a minimum
capital contribution of 10% on the part of the prospective home
owner, and in some municipalities that the applicant already
possess his lot,®® precluded any benefits to the lowest-income
wage-earner. Thus while the program, to some extent, addressed
the supply aspect of the housing problem, it did little to
relieve either working-class housing problems or conditions in
the rental sector. Indeed, noted Canadian housing analyst
Leonard Marsh remarked of the 1919 program in a 1932 article:
"While the precedent for state action has been set...it 1is
.generally admitted that in relation to its results, the
costs .0f this housing effort were high; and also that the
basic housing problem of the city - the provision of

dwellings at rents which the wage earner can afford - was
only inadequately touched, and 1t still remains."®7

Moreover, the program raised serious doubts regarding the
administrative and managerial abilities of the municipalities-
In examining the program in 1941, a Dominion Bureau of

Statistics (DBS) Census monograph reported that with one or two

64In all, $23.5 million was spent on 6,244 houses before the
program was phased out in 1921. See Conservation of Life 6
(1920):25-26, 39.

¢5Adams, General Project, p. 11.

€6House of Commons Special Committee on Housing, Minutes, pp.
102, 333. .

¢7See House of Commons Special Committee on Housing, Minutes, p.
73.
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exceptions, the "records showed mismanagement of funds and
inefficient administration of the [1919] projects by the
municipal housing authorities."®® As a major housing report of
the 1940's later noted, this inauspicious first foray of
government into the housing field resulted in an undue prejudice

against public participation in housing for many years.®®

2.3 Recognition of the Rental Problem - The 1930's

With the stock market crash of 1929 and the onset of the
Great Depression, the housing problem intensified. With
investment and returns in all industries, but particularly in
construction, down, residential construction again virtually
ceased. Consequently, as Table 4 indicates, the total shortfall
of units rose from 120,000 to 188,000 between 1930 and 1939. As
well, unemployment escalated to mass proportions,’® and wages
plummeted, in some cases to 50% of fheir former levels.’' As a
result; in the ownership sector, many households lost their

homes due to their inability to meet mortgage payments or local

¢8Canada, Dominion Bureau of Statistics, Housing in Canada,
Census Monograph No. 8, cited by Canada, Advisory Committee on
Reconstruction, Subcommittee on Housing and Community Planning,
Final Report of the Subcommittee, March 24, 1944 (Ottawa: King's
Printer, 1946), p. 25.

69Subcommittee on Housing and Community Planning, Final Report,
p. 26.

70L,.C. Marsh, Report on Social Security for Canada (Ottawa:-
King's Printer for the Advisory Committee on Reconstruction,
1943), p. 38.

71See House of Commons Special Committee on Housing, Minutes, p.
120.
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tax levies.’? In the rental sector, vacancy rates escalated,
despite the influx of former home owners into the market, as
households doubled up to maintain housing expenditures at
affordable levels.’?® With the rising vacancy rates, rent levels
fell, particularly on substandard dwellings, prompting landlords

to allow rental properties to fall further into disrepair.

Given these conditions, the housing problem emerged as an
increasingly important topic of public concern in the 1930's,
and sparked, for the first time, a series of private and public
housing studies. The best known reports of the period are the

1934 Report on Housing Conditions in Toronto, known as the Bruce

Report after the Lieutenant-Governor of Ontario, and the 1935

Report on Housing and Slum Clearance for Montreal, jointl§

sponsored by the Montreal Board of Trade énd the City
Improvement League. In addition, a number of other reports on
local conditions were prepared by citizen groups, welfare
organizations and municipal agencies across the country. Even
more importantly, the federal government appointed the Special
Parliamentary Committee on Housing in February 1935 to

investigate housing conditions on a national scale. The bi-

72g5ee Rose, Canadian Housing Policies, 1935-1980 (Toronto:
Butterworths, 1980), p. 164.

735ee Andrew Hazeland, "Housing Accomplishments in Canada 1945-
47," Public Affairs 10 (1947):221; Yves Dube, J.E. Howes, and.
D.L. McQueen, Housing and Social Capital (Hull: Queen's Printer
for the Royal Commission on Canada's Economic Prospects, 1957),
p. 48; Canadian Congress of Labour, "Housing Act Wholly
Inadequate," Canadian Unionist 28 (March 1954):91,




48

partisan committee’* was given the mandate to "report upon the
inauguration of a national policy of house-building to include
the construction, reconstruction, and repair of urban and rural
dwelling houses in order to provide employment throughout
Canada, and also to provide such dwelling houses as may be
necessary..."’% As well, in the late 1930's, in order to aid
research into housing conditions, the federal government
authorized the DBS to begin collecting and publishing national
data pertaining to housing quality, supply and affordability. As
suggested above, the unavailability of such data had previously
hampered attempts to systematically document the extent and

seriousness of housing problems.

It was.as_a result of fhe studies and the availaﬁility of
housing-related data that widespread discussion and concern
regarding problems in Canada's rental sector first occurred.
Although the main elements of the housing problem discussed in
the studies differed little from those identified in the earlier
period, it had become apparent that the problems were far more
serious among lower-income working-class households who were
least able to afford adequate and modern accommodation.?’®
74The Comﬁittee was composed of nine members of the governing
Conservative Party, seven Liberal M.P.'s, and one Labour M.P.
75See House of Commons, Debates (1935), p. 898.
76The 1934 Bruce Report noted, for instance, that "the poorest
families are...compelled to accept the meanest accommodation

with little chance of anything being done to improve. it."
Ontario, Report on Housing Conditions, p. 52.




Iable 6
-193
Average Affordable Avg. Constr. Avg. Constr. Average

Annual House Price Cost of New Cost of New Price

Wage for at 2.25 Detached or Row House of

Manufacturing Times Semi-detach. or Apartment Existing

Wage-Earner Annual Wage House Suite House

1 2 3 4 5

1929 1,041 2,342 4,482 3,783 2,610
1930 995 2,239 4,074 3,101 2,529
1931 950 2,138 3,994 2,540 2,343
1932 844 1,899 3,281 2,112 2,124
1933 777 1,748 2,868 1,928 2,023
1934 830 1,868 3,051 1,841 2,081
1935 870 1,958 3,054 2,146 2,054
1936 896 2,016 3,046 2,093 2,103
1937 965 2,171 2,946 2,355 2,253
1938 956 2,151 2,705 2,290 2,191
1939 975 2,194 2,806 2,231 2,203

Source:

Firestone, 0.J. (1951) Residential Real Estate in Canada,

Toronto: Unliversity of Toronto Press, p. 99,

Lealy, F.H. (1983) Historlical Statistics of Canada, 2nd Edition,

Ottawa: Statistics Canada and Social Science Federation of
Canada, Series E41-48, S$323-325,

49
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What had also become apparent was that lower-income households
tended to be renters - the data in Table 6 illustrate the.
unliklihood of home ownership for even average wage-earners, let
alone.low wage-earners or those faced with temporary or chfonic
unemployment. The Bruce Committee acknowledged this correlation
between renting and low incomes in noting in its report:

"It is even less possible for the poorest group to buy than

it is for them to rent adequate accommodation. Home-
ownership is impossible."7’

Similarly, University of Toronto professor E.J. Urwick noted in

a 1937 article:

"The low wage-earner is neither strong enough nor secure
enough to saddle himself with an expensive fixed property
not easily transferable, involving periodical outgoings,
and subject to grave fluctuations in value. Home-ownership.
‘may be the ideal for half the population. It is a rather
dangerous dream for most wage-earners in a rapidly changing
economy today."7’%

The Rental Quality Problem. The reports of the 1930's

documented the existence of thousands of insanitary and
overcrowded dwellings crammed tightly together in slum
neighbourhoods. Most of the dwellings failed to meet even
minimum health standards. Confirmation that such conditions were
particularly critical in the rental sector is provided by the

Bruce Committee's findings that 93% of the slum dwellings

’71bid., p. 116.

78g.J. Urwick, "The Economics of the Housing Problem," Social
Welfare, June-September 1937, p. 38.

790ntario, Report on Housing Conditions, p. 18.
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surveyed in their study of Toronto were rental units.’?
Moreover, the very definition of "slum", as provided in the
League for Social Reconstruction's (LSR) 1935 classic Social

Planning for Canada, suggests a high correlation between slum

conditions and rental tenure. According to the LSR:
"A slum is really a property which the landlord...does not

bother to keep in repair...[and for which he] is prepared
to accept a low rent with few responsibilities..."®?®

Although national figures pertaining to rental quality are
not plentiful, descriptive accounts of local conditions can be
gleaned from the housing studies and the evidence presented
before the Parliamentary Committee on Housing. According to the
Bruce Report, for instan;e, more than 3,000 of Toronto's 132,296
~ occupied dwellings fell short of minimum health and decencf
standards, and 4,500 lacked the elementary amenities of life.®'
Given the correlation between such conditions and rental tenure,
it is clear that many Toronto renters suffered from dampness,
vermin, filth, and from a lack of fresh air, sunlight, adequate

water supply, food storage facilities, and sanitary

conveniences.82

Evidence presented before the Parliamentary Committee

suggested that similar conditions were to be found in other

80League for Social Reconstruction, Social Planning, p. 453,

810ntario, Report on Housing Conditions, pp. 33, 115,

821bid., p. 35.
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large urban centers.®?® in Montreal, for example, 450 to 500 slum
units were reported to be in very poor sanitary condition, while

;100 to 1,200 units required urgent repairs.®® Fully 25,000
Montreal dwellings units had been classed by the local Board of
Health as insanitary.®% A Manitoba report tabled before the
Parliamentary Committee described serious conditions of
overcrowding in basements and attics lacking sanitary
conveniences, and é Saskatchewan report cited 2,000 substandard
dwellings in Regina alone.®® The number of obsolete dwellings in
urban slums across Canada was estimated by the Parliamentary
Committee at 40,000 units.®’ Moreover, using rooms per person as
a measure of housing guality, the DBS concluded in a 1935
monograph that in fifteen of twenty Canadian cities, more than
25% of the populatlon was living in overcrowded condltlons

The Rental Supply Problem. As is evident from the

discussion in Section 2.1, there had been no surplus of rental
8 3House of Commons Special Committee on Housing, Minutes, pp.
105, 138, 147.

841bid., p. 103.

851bid., p. 208.

8¢1bid., p. 104.

871bid., pp. 122, 305.

88Housmg accommodation which provides less than one room per
person is generally considered overcrowded, although the size of
the rooms and the age and sex constitution of the family render
the measure somewhat arbitrary. Dominion Bureau of Statistics,

Seventh Census of Canada, 1931, The Housing Accommodation of the
Canadian People (Ottawa: King's Printer, 1935), pp. 8-10.

®90ne estimate set the shortage at 250,000 units. Horace
Seymour, "Canada's Housing Situation," Canadian Engineer, July
1939, p. 4.
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housing in Canada before the onset of the Depression.®® Although
figures pertaining to the rental shortage on a national scale
are not plentiful, the reports of the 1930's provide some
evidence regarding the severity of local rental and especially-
low-rental shortages following the virtual cessation of rental
construction during the early 1930's. According to evidence
presented before the Parliamentary Committee, for instance,
Montreal alone required 25,000 to 35,000 flats or apartments in
1935 just to keep up with population increases,®® with 4,000 of
those required for low-income renters.®' Winnipeg suffered a
1,500 to 2,000 low-rental shortfall in 1935,°2 while Vancouver
required an additional 12,000 low-rental dwellings.?®3?® Thus
considering only three of Canada's larger urban centers, low-
rental needs in 1935 stood as high as 18,000 units, and were
undoubtedly much higher on a national scale. Evidence presented
before the Parliamentary Committee suggested, in fact, that many
families were living in sheds and garages for want of adequate

low-rental housing.?®®

Although high vacancy rates in some urban centers were

9%House of Commons Special Committee on Housing, Minutes, p.
226. Montreal, however, is somewhat atypical of large Canadian
centers given the high rates of tenancy in the province as a
whole.

®11bid., p. 33.

°21bid., p. 175.

93House of Commons, Debates (1938), p. 325.

S%House of Commons Special Committee on Housing, Minutes, p.
201,
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evident,®® it was generally agreed that they were confined to
high-priced dwelling units and apartments inaccessible to
unemployed or low-paid workers.®® Indeed, a 1934 article in an
architectural journal reported that in the midst of above
average vacancy levels, more than 15,000 Toronto families were

living doubled-up.?’

The Rental Affordability Problem. The reports and

statistical monographs of the 1930's are rich with documentation
of the rental affordability problem. The data in Table 7
illustrate the difficulties encountered by average urban wage-
earners in securing rental accommodation at both the newly-
accepted 20% rent-to-income ratio,®® and at 25% of gross

household inéome.

For those with less than average wages, the situation was

even more serious.

°5In Toronto in 1933, 16% of suites were vacant, and in 1934,
11%. In the same years, the vacancy rate for rental units in
Calgary was 8-10%. House of Commons Special Committee on
Housing, Minutes, pp. 154, 201.

%61bid., pp. 98, 231.

®7James H. Craig, "A Municipal Housing Project That Will Pay,"
Journal Royal Architectural Institute of Canada, January 1934,

p. 6.

®8House of Commons Special Committee on Housing, Minutes, pp.
33, 106. ’



Canada, 1929-1939 (Current $)
Average Affordable Affordable Average
Annual Monthly Monthiy Monthiy
Wage for Rent Rent Market
Manufacturing at 20% of at 25% of Rent
Wage-Earner Income Income
1 2 3 4
1929 1,041 17 22 28
1930 995 17 21 28
1931 950 16 20 28
1932 844 - 14 18 26
1933 777 13 16 23
1934 830 14 17 22
1935 870 15 18 23
1936 896 15 19 23
1937 965 16 20 23
1938 956 16 20 -
1939 975 16 20 : -~

- Source:
Canada, The Canada Year Book, Ottawa: King's Printer, Various Years.

Lealy, F.H. (1983) Historlical Statistics of Capnada, 2nd Edition,

Ottawa: Statistics Canada and Social Science Federation of
Canada, Series E41-48.
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Although figures vary with urban location and type of
employment, the reports estimated that semi-skilled and
ﬁnskilled urban wage-earners in the 1930's could afford rent
levels of no more than $9 to $15 at 20% of income,?®?® Househoids
on relief were allocated even smaller rental allowances - as low
as $6 per month in Montreal.’Yet, average rent levels in
existing modern épartments ranged from $20 to $30 per month,
with rents in the few new units being produced as high as $35
per month.'%® Even the rents in Toronto Housing Company units,
which received some assistance from the municipality and other
sponsor organizations, ranged from $23 to $40 per month, and
units failing to meet even minimum health standards and lacking
minimal amenities were renting for up to $30 and $45 per month
in some urban centers.'®' Given these figures, households hoping
to occupy even an average-priced existing rental unit required
an annual income of $1,200 to $1,800 if they were not to exceed
the 20% rent-to-income ratio. Yet, 1931 Census figures indicate
that 56.2% of Canadians at that time earned less than $1,000 per

year.'02

93These figures are based on average wage levels of $500 to $800
per year. See House of Commons Special Committee on Housing,
Minutes, pp. 13, 33, 106, 236; League for Social Reconstruction,
Social Planning, pp. 11, 22, 27; Grauer, Housing, p. 58;
Ontario, Report on Housing Conditions, pp. 115-116.

10°5ee House of Commons Special Committee on Housing, Minutes,
pp. 24, 34, 37; Ontario, Report on Housing Conditions, pp. 63-
640 :

'°10ntario, Report on Housing Conditions, pp. 63, 75; House of
Commons Special Committee on Housing, Minutes, pp. 36, 172, 185.

1027he 56.2% figure. excludes farm labourers. See League for
Social Reconstruction, Social Planning, p. 16.
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Before proceeding, it may be useful to clarify some terms
relating to rent levels. The term market rent refers to the
private-market-determined price of a rental unit in the absence
of rent regqulations. The term financial recovery rent refers to
the rent level necessary to render new construction profitable
in the absence of government supply subsidies. Although there
has always been a premium between the costs of operating
existing rental housing and the costs of producing new rental
housing, the difference was almost negligible until the early
1970's. Therefore, except in Chapter 5 of this thesis, market
and financial recovery rents are considered one and the same.
The term affordable rent refers to the largely subjective
determihation of some level at which householdé have a problem
paying for their accommodation. Affordability is determined by
comparing the relationship between a household's housing costs
and its income with an assessment of what the relationship ought
to be. Rent-to-income ratios are the measures most often used to

define affordability.'°?

Probably the major factor contributing to the rental and
particularly low-rental problem was the unfavourable economics
of rental housing development. Given the costs of developing and

maintaining adequate rental dwellings and sporadic employment

1035ee Hulchanski, Market Imperfections and the Role of Rent
Regulations in the Residential Rental Market, Research Study No.
6 (Toronto: Commission of Inquiry into Residential Tenancies,
1984), pp. 4-5.
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and falling wage levels, a gap existed between market and
financial recovery rent levels and rent levels affordable to
working-class households. Consequently, low-rental investment
was unprofitable.'°* Even the National Construction Council, an
organization composed of the Canadian Manufacturing Association,
building trade unions, and architectural and engineering
institutes, admitted in a submission to the Parliamentary
Committee:

"Our investigations of housing for low-income groups show

that provision of this class of housing cannot ultimately
be profitable to private enterprise."'°¥

As a result, the private sector tended to concentrate on the
production of dwellings for higher-income home owners.'°® Those
rental units it did produce were, for the most part, beyond the
financial capacity of lower-income hoﬁseholds. Given the
negligible low-rental investment, the shortage of low-rental
dwellings mounted. Moreover, when the private sector did
undertake low-rental development, the units tended to be of very
poor qualilty. The Bruce Committee noted, for example:

"...the efforts of speculative builders to provide low-cost

'1°41ndeed, one witness before the Special Parliamentary
Committee on Housing testified that given the high costs of
developing housing, it was most profitable to build for those
earning more than $1,000 per year, a figure well above the
average income level of the great majority of the working-class.
House of Commons Special Committee on Housing, Minutes, p. 194.

1955ee R.E.G. Davis, "Housing Legislation in Canada," Canadian
Welfare 28 (1952):12.

'96puring the 1920's, for example, only 15-18% of residential
construction was apartments. House of Commons Special Committee
on Housing, Minutes, p. 99.
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housing inevitably result in a lowering of building
standards." 97

Similarly, in his testimony before the Parliamentary Committee,
Montreal architect Percy Nobbs declared:
"...private capital's way of doing it [providing low-rental
accommodation] is by providing a class of accommodation

which is seriously deteriorated in twenty years - the
creation of the slum,"'©8

Given the insufficient supply of adequate and affordable
working-class rental housing, lower-income renters had few
shelter options. Many of them retreated to the few available
units which could be acquired at the $9 to $15 per month rent
levels affordable to them. Such housing was most often, however,
seriously substandard.'®® Given the strong correlation between
slﬁﬁmﬁbusing and disease, high infant mortality rates, child
neglect, family breakdown, crime and juvenile delinquency,''?®
this practice had enormous implications not oﬁly for the quality
of life of low-income renters but for the public tax burden as

well. Many others doubled-up in otherwise unaffordable units in

'°70ntario, Report on Housing Conditions, p. 60.

'98House of Commons Special Committee on Housing, Minutes, p.
42.

1097 major government report of the 1940's noted, for instance,
that during the 1930's, low rents were being charged on many
units solely for the purpose of securing tenants for substandard
and slum dwellings which otherwise would remain vacant.
Subcommittee on Housing and Community Planning, Final Report, p.
241,

1105ee House of Commons Special Committee on Housing, Minutes,
pp. 32, 43; Ontario, Report on Housing Conditions, pp. 41, 43,
45, 48-50.




60

order to reduce housing expenses,''! a recourse which, as noted
above, simply served to lower the living standard of all
concerned. Finally, others coped with the problem by spending a
disproportionate percentage of income to secure adequate
housing.''? Doing so, however, reduced the amount of income
available to them to acquire other basic necessities such as
food and clothing, and often led to poverty-related social

problems, '3

2.4 Recommendations for Government Action on the Rental Problem

Advocacy for government intervention in the rental sector
during the 1930's derived from a number of sources. One source
was the national and provincial orgenizations representing the
construction industry and the lending institutions; who
recognized that federal assistance was critical to the post-

Depression recovery of the economy in general and of the

'*1The Bruce Report estimated that as many as 17,698 or 12% of
Toronto households were doubled up in 1933, Ontario, Report on
Housing Conditions, p. 33.

1'2As many as 80,000 households in Montreal alone were paying
disproportionate rent levels in 1935. House of Commons Special
Committee on Housing, Minutes, p. 33. Moreover,the average
employed wage-earner in Canada in 1931 was spending 30% of
income for rent although the accepted ratio was 20%. Calculated
from average working-class wage and average monthly rent figures
in F.H. Leacy, Historical Statistics of Canada, 24 ed. (Ottawa:
Statistics Canada and Social Science Federation of Canada,
1983), Series E41-48; Dominion Bureau of Statistics, The Canada
Year Book: The Official Statistical Annual of the Resources,
History, Institutions and Social and Economic Conditions of
Canada (Ottawa: King's Printer, 1931).

'13House of Commons Special Committee on Housing, Minutes, p.
19; League for Social Reconstruction, Social Planning, p. 457.
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construction industry in particular.''* Another source was
community groups such as the National Housing and Planning
Association (NHPA) and the Canadian Federation of Mayors and
Municipalities (CFMM). The NHPA, which was established in 1937
as a national slum clearance and low-rental lobby, petitioned
the federal government in that same year to implement a low-
rental scheme.''® Similarly, the CFMM recommended in their 1938
report to the federal Royal Commission on Dominion-Provincial

Relations the enactment of a low-rental scheme.

Finally, the reports of the 1930's were unanimous in their
recommendation for government intervention in the rental sector.
The report of the Parliamentary Committee summarized the common
sentiment in noting:.

"...there will always be a large number who cannot afford to
purchase a home. There is a need for some body (municipal,
provincial or federal) to see to it that a sufficient

number of suitable and sanitary dwellings are available for
rent.""‘

The prescriptions as to what form an emerging government
role in housing should take were also very consistent. The
establishment of a federal housing authority with powers to

impose quality standards on public and private development, to

'14C,J. Wade, "Wartime Housing Limited, '1941-1947: Canadian
Housing Policy at the Crossroads" (Masters Thesis, University of
British Columbia, 1984), p. 41.

"1®House of Commons Special Committee on Housing, Final Report
(Ottawa: King's Printer, 1935), p. 364.




62

negotiate with the financial sector for longer-term mortgages
and lower-interest rates, and to facilitate the integration of
town planning principles with housing development was a high
priority in all the reports.''’ So too was federal co-operation
with other levels of government in formulating a comprehensive
national housing policy based on the provision of adequate
housing as a matter of public responsibility. Most importantly,
the reports focussed on the severe problems of low-income
households and recommended slum clearance measures and the
construction of publically-assisted low-rental housing by either
limited dividend corporations or public utility companies. The
social democratic LSR and its political wing, the Co-operative
Commonwealth Federation (CCF), went even further in advocating
federal construction, ownership, and management of low-rental,
noanrofit housing as a social service based on need rather than
Aon monetary policy or economic efficiency.''® Finally, all the
reports advocated public assistance for the rehabilitation of
rental units falling below health and amenity standards. The
Parliamentary Committee, in fact, nominated rehabilitation as
its first priority, noting in its final report that:

"More living units could be obtained more rapidly by

repairing existing houses up to reasonable standards than
by any other means.,"''3

'"17These goals, it was assumed, could be better achieved through
central government co-ordination and assistance than through
private sector efforts.

'18House of Commons, Debates (1935), p. 3929.

'15House of Commons Special Committee on Housing, Final Report,
p. 369.
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In making their case for government intervention, the
reports emphasized the almost universal acceptance of government
involvement in low-income housing provision in other western
industrial, capitalist nations, and the negligence of Canadian
governments in the field. In his 1938 study on housing for the
Royal Commission on Dominion-Provincial Relations, A.E. Grauer
noted, for example:

"There is no reason to believe that Canadian governments can
escape following other governments in taking permanent
action to provide low-cost housing and to plan the general
development of housing. The only question here is, which

government or combination of governments is best equipped
to undertake the responsibility."'2°

2.5 Government Response to the Rental Problem

With the national economy in disarray and at least three
major housing reports, the construction industry lobby,
community groups, and opposition Members of Parliament
recommending government action to alleviate problems in the
rental sector, the Conservative government of R.B. Bennett took
action. In 1935, it introduced the first national legislation on
housing, the Dominion Housing Act (DHA). The stated purpose of
the Act was to assist the construction of houses so as to reduce
the housing shortage,'?' although its potential'to stimulate the

economy and thus employment was also cited by several government

'20Grauer, Housing, p. 61.

'21gtatutes of Canada, The Dominion Housing Act, 1935, 25 & 26
George V, ch. 58.
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members as an important factor underlying its preparation.
Indeed, in assessing the DHA in a 1959 article reviewing
Canadian housing legislation, A.D. Wilson noted:
"The objective of the legislators of that day was primarily
the relief of unemployment; one might say that the Federal
Government fell into the housing field accidentally in an

endeavour to assist the country out of some of the
diffuclties of the hungry thirties."'22

The Act authorized long-term, low-interest federal loans of
20% for the construction of owner-occupied houses of $5,000
averaée value.'?3® Regulations required the borrower to provide
another 20% of the necessary capital and be eligible to borrow
the other 60% from a lending institution. The total loan fund

allocated for the program was set at $20 million.

Given that the Act contained no provisions to stimulate the
production of rental housing, it is an understatement to suggest
that it was a rather token gesture towards resolution of the
rental problem. Citing provincial jurisdiction over housing and
the complexity of the low-rental issue, however, the government .
claimed it could take no more than this limited measure pending
both examination of municipal and provincial plans for low-
rental housing and slum clearance,'?* and further investigation

by the Economic Council of Canada (ECC) of housing conditions,

'22p D, Wilson, "Canadian Housing Legislation," Canadian Public
Administration 2 (December 1959):219.

'23Grauer, Housing, p. 40.

'24gee W.C. Clark, "The Housing Act and Low Cost Housing,"
Social Welfare, June-September 1937, p. 37.
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factors contributing to the high costs of housing, and the
feasibility of a slum clearance program.'2?5 Nevertheless, it is
difficult not to conclude that the government's reluctance to
act on the low-rental problem stemmed from other concerns.
Provincial jurisdiction over housing, for example, did not
appear to be an impediment to federal implementation of home
ownership provisions. Moreover, plenty of information regarding
housing conditions, the feasibility of slum clearance and the
need for government assistance to the rental sector was already
available in the housing reports prepared over the previous
thirty-five years. A statement in the House of Commons by one
member of the Parliamentary Committee suggests, rather, that the
government's reluctance to act on low-rental problems stemmed
more from a reverénce Sf free enterprise and home ownershiﬁ, and
from a belief the rental problem would dissipate as the o
Depression receded. In supporting the government's decision not
to embark on a publically-assisted scheme of low-rental housing,
the M.P, remarked:

"I should be very sorry to see the government go into a
general policy of socialism based on the general conditions
today. The fact there is a large number of people in Canada
today who cannot provide proper housing for themselves does

not in my opinion justify a policy for all time to meet
these special conditions of today."'2¢®

Yet, the thesis of the 1935 Report on Housing and Slum Clearance

for Montreal had been that a government-aided program of rental

'25House of Commons, Debates (1935), p. 3909.

1261pid., p. 3773.
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housing was long overdue, and that the long-standing rental slum
problem was fundamentally a matter independent of the

Depression, although aggravated by it.'2?

Not surprisingly, the DHA met with cool reception from
those advocating slum clearance and low-rental assistance.
Indeed, some members of the Parliamentary Committee on Housing
were outraged to find their recommendations had been
dismissed.'?® Even the Committee Chairman, a Conservative, was
compelled to acknowledge that the Act would assist in the
construction of houses, but not in the housing difficulties of
low-paid workers.'?® The LSR summarized the potential impact of

the Act on rental problems in Social Planning for Canada as

follows:

"The recent housing Bill of the Conservative Government will
do nothing for the slums...[It is] merely a loan fund,
providing one-fifth of the capital to be used (whether by
individuals or corporations) for building schemes. These
individuals or corporations must themselves put up the
remaining four-fifths of the capital and pay the government
5% on their "subsidy". Obviously, none of the individuals
will be slum dwellers, and-the Corporations - unless they
are going to be benevolent institutions operating at a loss
for the benefit of the public - will be hard put to it on
this basis to provide housing at even 'white collar'
rentals,"13°

'27George S. Mooney, "Housing in Montreal," Social Welfare,
June-September 1937, p. 56.

128A.A. Heaps, the lone Labour representative on the Committee,

for instance, remarked that the recommendations and the Act had

as much in common as pig and pig iron. House of Commons, Debates
(1935), p. 3920.

1291hid., p. 3930

'3%League for Social Reconstruction, Social Planning, p. 458.
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In 1937, the Liberal government of MacKenzie King
.introduced the Home Improvement Loans Act to "increase
employment by encouraging the repair of rural and urban
dwellings."'3' As loans were limited to credit-worthy home

owners, it too was ineffectual in addressing the rental problem.

In response to continued pressure for slum clearance and
low-rental provisions, and to a 1937 recommendation by the ECC
for a low-rental scheme, the Liberal government introduced the
National Housing Act (NHA) in 1938. The Act, like the DHA, was
designed to assist in the construction of houses and to increase
employment, '?? but contained unique provisions with respect to
low-rental houses.‘Parf I of the 1938 NHA repealed the Dominion
Housiﬁg Act and re-enacted parts of it with changes to render
home ownership more accessible to lower income households, and
to those in small and remote communities. In rationaliziﬁg
increased assistance to the ownership sector at a time when low-
rental needs were extreme, Finance Minister Dunning noted in the
House of Commons:

"One of the great objectives [of this Act] is to co-operate

[with] those who...desire to own a home of their own, which

is one of the most healthy aspirations in the breast of any
man,"'33

'3istatutes of Canada, The Home - Improvement Loans Guarantee Act,
1937, 1 George VI, ch. 11.
'32gee A, Wilson, "Canadian Housing Legislation," p. 219.

133House of Commons, Debates (1938), June 8.
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Part II of the 1938 NHA contained the long-awaited rental
provisions. Under the Act, the federal government offered a
total of $30 million in loans to Limited Dividend Housing
Corporations or municipal housing commissions to assist them in
the construction of houses to be leased to families of low
incomes at no more than 20% of income. The Limited Dividend
Companies were eligible for loans covering 80% of the costs of a
$2400 to $2700 unit at 1 3/4% interest and were limited to a 5%
dividend. Municipal companies were eligible for a 90% loan at
2%.'3% The Act established the principle of selected tenancy and
provided for a rent reduction fund supported by voluntary
contributions from the provinées and municipalities to aid those
unable to pay even.the subsidized market rents at 20% of income.
It also encouraged inter-governmental co-operation in setting
requirements for both provincial enabling legislation and

municipal land provision.

The low-rental scheme met with mixed response. Grauer
applauded the government's new approach to the housing problem,
noting:

"In Canada, until the Dominion legislation of 1938,
governments tended to approach the problem of housing as an
adjunct to the problem of unemployment rather than on its
own merits. Consequently, legislation overlooked those
aspects of the situation which from a housing point of
view, most needed attention, namely the provision of low-
rental accommodation and the eradication of slum

'134gee House of Commons, Debates (1938), pp. 3655-3656, 4266;
Statutes of Canada, The National Housing Act, 1938, 2 George VI,
ch. 49.
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conditions,." '35

He concluded that the provisions provided real hope for low-
income groups and slum clearance.'?® The NHPA and other
progressive groups, however, had a number of concerns regarding
the scheme. One was that without capital grants or mandatory
government contributions to a rent reduction fund, the program
would fail to benefit the low-income renters most in need.'37 A
second concern was that the exemption of low-rental projects
from local residential taxation would discourage municipal
initiation or approval of low-rental development.'3® A final
concern was the requirement for provincial enabling legislation
given an apparent lack of provincial interest in the scheme.
Indeed, in 1939, the - $30 million available under Part II Qf the
1938 NHA remained unappropriated and unsolicited, and only one
city, Vancouver, had obtained from its provincial legislature
permission to engage in low-rental development.'?®® With the low-
rental provisions set to expire on March 31,1940, optimism
regarding extensive use of the program was, at that time, hardly
warranted. Indeed, Canada's entry into World War II in September
1939 effectively thwarted hopés for low-rental and slum
'35Grauver, Housing, p. 60.

'361bid., p. 60a.

'37Two bedroom suites were expected to rent at $16 per month, a
level above the upper limit of most lower-income renters.

"Selections on the National Housing Conference, 1939," Journal
Royal Architectural Institute of Canada, April 1939, p. 71.

1381pid., p. 74.

'39Moreover, only five of nine provinces ever did pass the
required legislation. Ibid., p. 71.
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clearance activity, and Part II of the 1938 NHA expired in 1940
without one low-rental unit having been constructed under its

provisions.
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CHAPTER 3
URBAN RENTAL PROBLEMS AND POLICIES, 1940-1949

The transformation to a wartime economy upon Canada's entry
into World War II provided relief for many of the economic and
social problems which had plagued the 1930's. The burgeoning war
economy effectively eliminated unemployment, and national per
capita incomes began to rise as the economy gained momentum.
Later, the successful tfansition from a war-based to peace-time
economy ensured vigorous post-war growth, and uéhered in two
decades of prosperity and optimism about Canada's economic

future.

The 1940's did not, however, produce a solution to the
urban rental housing problems identified in the 1930's. On the
contrary, accelerated rateé of population growth and
urbanization combined with high construction costs and low rates
of rental production for much of the 1940's severely
exaccerbated the already critical shortage of adequate and

affordable rental housing.
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3.1 The Rental Problem During the War

Housing problems are not static. If they are not being
éddressed, the housing situation deteriorates if for no reasons
other than population growth and wear and tear on the housing
stock. The urban rental situation deteriorated during the war
years not only because no action was being taken to improve it
but because of a combination of circumstances which exaccerbated

existing problems.

Canada's entry into World War 11 spawned a new wave of
urbanization as prospective war industry workers and the
families of servicemen migrated to the larger cities.'%? Despite
the increased demand for urban housing, however, residential
constructiohfiééged during the war years due to a diversion of
material and manpower resources to the war effort. The rapid
urbanization and the construction slump combined with £he
already serious residual ‘shortfall to produce an acute shortage

of urban dwellings of all types and of all price levels by 1941,

1401t is estimated that 300,000 people migrated to major
Canadian cities as a result of war-related activities.
Subcommittee on Housing and Community Planning, Final Report, p.
135.




Iahle 8 Househoids and Dwelling Stock
Canada, 1939-1949

Households |Households

Total Occupied Total Less Stock {Less Occu-

. Stock Stock Households | (Shortfall)|pied Stock!

Year 000's 000's 000's 000's 000's

1 2 3 4 5
1939 2,597.8 2,517.0 2,786 188 269
1940 2,643,4 2,579.7 2,863 219 283
1941 2,692.9 2,629.9 2,940 247 310
1942 2,733.2 2,672.6 3,007 274 334
1943 2,763,2 2,703.4 3,057 294 354
1944 2,799.0 2,739.4 3,099 300 360
1945 2,840,2 2,780,4 3,151 311 311
1946 2,899.2 2,839.1 3,250 351 411
1947 2,969.9 2,907.1 3,341 371 434
1948 3,042.4 2,978.4 3,440 398 462
1949 3,124.5 3,059,2 3,532 407 473

1. Househo!ds without separate units of thelr own.

Saurca:

Firestone, O0.J. (1951) Residentjal Real Estate In Canada,

Toronto:

University of Toronto Press, pp. 45, 205, 289.
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Table 8 indicates, for example, that the shortfall of dwelling
units in Canada increased from 188,000 to 311,000 units between
1939 and 1945, and one estimate suggested the urban vacancy rate
in 1941 was as low as 1%.‘“‘ Moreover, the intense demand on the
limited supply of both building materials and housing units
sparked price increases which rendered available units .
unaffordable to many households. Typical market rents in urban
centers, for instance, ranged from $20 to $25 per month.'%? The
lower one-third of urban tenants, however, could afford no more
than $12 per month at 20% of income.'“® Many of them, therefore,
had no alternative but to reside in seriously substandard units,
of which there were estimated to be at least 125,000 in Canada's
major cities,'** or to double-up. Indeed, as Table 8
illustrates, the number of hoﬁseholds witﬁout awellings of their
own rose by over 100,000 between 1939 and 1945, and in 1941,
18.5% of the dwellings in major Canadian cities were estimated
to be overcrowded.'*® Given the shortage of adequate and
affordable dwellings, a number of municipal housing reports in

the early 1940's described a nation-wide phenomenon of

'41The commonly regarded desirable rate was 2% for single-family
dwellings and €% for apartments. See Subcommittee on Housing and
Community Planning, Final Report, p. 89; H.M.S. Carver, Houses
for Canadians: A Study of Housing Problems in the Toronto Area
(Toronto: University of Toronto Press, 1948), p. 28.

'425ubcommittee on Housing and Community Planning, Final Report,
pp. 14-15.

'43Calculated from average annual income levels of $700. Ibid.,
p. 110.

1441pid., p. 105.
1451hid,, p. 93.
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households inhabiting converted stores, garages, factories,
~deserted office buildings, and boats and boat houses lacking

sewage facilities and water supply.

Though urban households of all income levels were affected
by the wartime housing shortage, low-income renters, whose lack
of financial resources precluded many shelter options, felt it
most keenly. Home ownership, for example, continued to be a
dream for many.'%® According to Dominion Bureau of Statistics
(DBS) figures, 65.5% of all urban male heads of,househoids
earned $1,500 per year or less in 1941.,'%7 In the same year,
however, the average value of existing owner-occupied homes in
Canada's twenty-seven major cities was $3,640,'%® a price which
rendered them inaccessible to those earning less than $1,600 per
year.'%% Even the typical house financed under Part I of the
1938 National Housing Act (NHA), the lowest economic level for

new owner-occupied housing in Canada, was valued at $3,950,'5°

'46The inaccessibilty of home ownership for a large proportion
of the urban population was likely a major factor in rising
urban tenancy rates. In urban centers of over 30,000 population
more than 81% of dwellings were renter-occupied in 1941. Ibid.,
pp. 124-125.

'%7Wwhile these figures do not necessarily measure total
household income, a 1937-38 DBS study indicated that earnings of
male heads of households accounted for 92.4% of total household
income across the whole income range. Marsh, Report on Social

Security, pp. 22-23.

'48gubcommittee on Housing and Community Planning, Final Report,
p. 15.

'89Calculated using the 2.25 times annual income rule of thumb.

'505ybcommittee on Housing and Community Planning, Final Report,
p. 15.
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rendering such houses inaccessible to wage—earners below the

$1,750 annual income figure.

In addition, new private sector rental housing continued to
be too costly for lower- and increasingly even middle-income
renters. As stated above, at 20% of income, the lower one-third
of urban tenants could afford rent levels of no more than $12
per month in 1941, while the middle one-third was limited to $23
per month.'%' Yet, $25 was the minimum financial recovery rent
which could render new, good quality rental housing a reasonable
commercial proposition for landlords and builders.'5? Moreover,
low-income renters were the least able to afford the inflated

prices on existing rental housing.

The options left to lower-income renters faced with the
shortage of adequate and affordable rental housing were those
outlined in Chapter 2 - to overspend for housing or to overcrowd
in obsolete housing which continued, due to demand, to command a
rental value. Indeed, there is plenty of evidence which suggests
an unmistakable negative relationship between income and both
proportion of income required for rent and poor quality

housing.'53 According to the 1944 report of the federal

'51Based on average annual income levels of $700 and $1,389
respectively. Subcommittee on Housing and Community Planning,
Final Report, p. 110; Marsh, "Principles of Low-Rent Housing,"
Public Affairs 10 (1947):235.

'52gubcommittee on Housing and Community Planning, Final Report,
p. 119.

'531bid., p. 95; Illing, Housing Demand, p. 110.
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Subcommittee on Housing and Community Planning, for example, 89%
of low-income urban tenants in 1941 were paying in excess of 20%
of income for housing, compared to 50% of middle-income
tenants.'®* As well, the rate of overcrowding among households
earning less than $500 per year in 1941 was 40%, compared to 12%
for those earning more than $2,000 per year.'5% CMHC's 1956
Brief to the federal Royal Commission on Canada's Economic
Prospects noted the relationship between income and housing
quality as well in stating:

"...the lowest-income households occupy the most obsolete
part of the housing stock...Any absolute shortage of
housing tends to bear particularly heavily on low-income
households...The greater part of the doubling up occurs
amongst low-income families and most dwellings in need of

repair and lacking essential sanitary facilities are
occupied by low-income families."'56

3.2 Recommendations for Action and Government Response to the

Rental Problem During the War

Given the potential negative impact of the urban housing
shortage on Canada's ability to produce war equipment and
supplies, and in a dramatic departure from its pre-war pattern
of hesitant and indirect intervention in the housing market, the
federal government took decisive action on the wartime rental

problem by implementing a number of unprecedented and directly

154Subcommittee on Housing and Community Planning, Final Report,
p. 14.

'551bid., p. 93.

'56Central Mortgage and Housing Corporation, Brief to Royal
Commission, p. 24.
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interventionist measures. The most remarkable was the creation
in February 1941 of a federal crown corporation, Wartime Housing
Limited (WHL). The function of the corporation, which was
created under the War Measures Act, was to engage in the direct
construction or purchase, operation and management of temporary
rental housing for urban war-related industrial workers and
their families. Accordingly, it was given both powers to
expropriate private land and purchase municipal land, and
priority on scarce building materials. Between 1941 and 1944,
WHL.spent $50 Million to construct 17,190 workers' dwellings and
a number of support structures such as schools and community

centers. '%7

Other elements of thelgoverﬁment's directly interventionist
wértime housing policy were designed to consolidate and
centralize control over the rental market, building supplies,
and labour. Rent and eviction controls for example, were imposed
in 1940 on both existing and new accommodation in all urban
centers. Materials, labour and construction permits were also
regulated. In 1942, housing registries were introduced to
facilitate more effective use of existing rental accommodation.
As well, the Home Extension Plan, which guaranteed private loans
to owners to convert single-family homes to multi-family use,
was introduced in 1942. Because response to the plan was slow,
the government itself intervened in conversion activities in

1943 with the Home Conversion Plan, which enabled it to lease,

'57Wade, "Wartime Housing," pp. 43, 47.
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convert, and sublet privately-owned buildings in urban centers.
These direct measures were accompanied by a reductiﬁn in
indirect federal participation in the housing market. As a means
of reserving financial, material and manpower resources for the
war effort, the federal government terminated the 1937 Home
Improvement Plan and the unused rental provisions of Part II of
the 1938 NHA in 1941. However, it continued, at a much reduced
level, its lending operations for owner-occupied housing under

the same Act.'38

The creation of WHL and the adoptibn of the other measures
outlined above represented the first significant direct federal
foray into the housing field.'5° Whereas the housing acts of the
- 1930's had relied on the privafe sector for housing provision
and had been designed to support the market, the measures of the
early 1940's were designed either to circumvent the market or to
regulate it. Given the strength of the free enterprise
philosophy and the view of housing provision as a private sector
responsibility, there was bound to be opposition to the
government's actions. Those who favoured a laissez-faire
approach towards the economy and who clung to their faith in the

ability of the private sector to supply housing under normal

'S8agssistance to owner-occupied housing fell from $51 million
between 1935 and 1940 to $26 million between 1941 and 1944.
Ibid., p. 43

'59The devastation of 325 acres of working-class housing in
Halifax as the result of a 1917 explosion in the harbour did
result in federal emergency provision of public housing units,
but it was a one-shot and isolated action.
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circumstances were pacified only by the explicitly temporary
nature of both the intervention and of the WHL units themselves.
The redefinition of the rental problem as a "war problem" and
national emergency which could be best addressed through the use
of wartime emergency powers also ensured that the provinces, who
lacked the financial resources to cope with the problem at any
rate, not only acquiesced in but actively encouraged this
federal incursion into a field which clearly lay within

provincial jurisdiction.

The units constructed by WHL did little to alleviate the
low-rental problem, whatever the corporation's successes in
. helping to reduce the absolute shortfall of rental dwellings.'§°
| Although the press and C.D. Howé, the federal Minister
responsible fof WHL, referred to the units as low-rental, the
fact that the corporation was reguired to recoup its costs meant
rent levels in the units ranged from $27 to $37 per month.'¢?
These rent levels rendered the units inaccessible to low-income
renters limited to $12 per month. The units were more suited to,
and indeed did house, the moderate-income tenant enjoying stable
employment in the war industries.'®? Nor was the number of units

"produced by WHL, even had they been low-rental, nearly enough to

160The 17,190 units constructed by WHL between 1941 and 1944
represented 11% of residential completions during the period.
(See Table 9 below.)

'61Carver, "Housing Needs and Community Planning," Canadian
Welfare 24 (January 1949):38.

'62Marsh, "Principles," p. 235.
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meet the need. Finally, no special provision was made in WHL
units for large families who tend to suffer most from.

overcrowding and affordability problems,'63

Optimistically sensing prospects for peace, the federal
government turned some of its attention in 1941 towards planning
for the transition back to peace-time. An Advisory Committee on
Reconstruction was appointed in that year to investigate means
to counteract post-war economic instability. In 1943, a
Subcommittee on Housing and Community Planning, under the
chairmanship of Professor C.A. Curtis, was established with the
following terms of reference:

"To review the existing legislation and administrative
organization relating to housing and community planning,
both urban and rural, throughout Canada, and to report
regarding such changes in legislation or modification or
organization and procedure as may be necessary to ensure
the most effective implementation of what the Subcommittee

considers to be an adequate housing program for Canada
during the years immediately following the war."'&*

The Subcommittee submitted its final report, known as- the
Curtis Report, in March, 1944, In the report, the Subcommittee
stressed the crucial role a comprehensive housing construction
program could play in domestic post-war plans given its
potential to stabilize the economy and to provide employment.
The report also reiterated concerns expressed in the housing

reports of the 1930's regarding Canada's negligence in providing

163gybcommittee on Housing and Community Planning, Final Report,
p. 15.° v

16"Ibid., p. 4.



82

governﬁént assistance for housing as a matter of welfare and
public concern. It suggested that an effective housing policy
must be multi-faceted, encompassing home ownership,
rehabilitation, slum clearance and low-rental housing in order
to assist the private market to provide affordable housing and
to assist those unable to afford even subsidized private sector

units.

The Curtis Report recommended a minimum urban construction
target of 50,000 to 60,000 units per year for the first post-war
decade to satisfy an estimated need for 535,000 to 606,000 new
urban units.'¢® The estimate was based on elimination of only
one-half of the existing urban backlog,'®® on the replacement of
scattered, obsolete houses apart from those in blighted and slum
areas, and on meeting additional annual requirements during the
decade. A more extended attack on obsolete and overcrowded
dwellings and on the backlog, or a higher standard for new
housing requirements would have required a program of even
larger dimensions. As Table 9 indicates, however, annual urban
completions had exceeded 50,000 units only twice in the previous
two decades, and had averaged only 37,000 units over the period.
A larger program, therefore, would have been clearly

unrealistic.

1651bid., pp. 13, 147, 152.

'66The total urban backlog included the replacement of
substandard units in slum areas, and the elimination of
overcrowding and the inherited construction deficit. Ibid., p.
12. ‘



Tahle 9 Urban! Residential Starts and
Completions, Canada. 1921-1949
Year Starts2 Completions

1 2
1921 35.0 28,0
1922 40,7 35,1
1923 39,5 36.3
1924 37.6 30.9
1925 45.5 37,0
1926 52.4 46,5
1927 54,7 46,6
1928 60.4 52.7
1929 57.5 54,9
1930 48,7 44,9
1931 39.4 40,5
1932 24.9 23.6
1933 22.8 18.3
1934 28,3 22.9
1935 33,9 27.5
1936 41,0 32.9
1937 45,1 40.6
1938 - 43 .9 35,7
1939 48.9 42,7
1940 52,6 43.4
1941 51.2 48,0
1942 40.0 38.5
1943 - 36.1 33.4
1944 41.5 39,3
1945 55,2 44,9
1946 64.4 63.1
1947 74.3 75.1
1948 90.2 77.2
1949 90,5 85,7

1. Urban = non-=farm.

2. Starts are for Canada as a whole.

Saurce:

CMHC, Canadlan Housing Statistics, Ottawa, Varlous Years.

Firestone, 0.J. (1951) Residential Real Estate [n Canada,
Toronto: University of Toronto Press, pp. 268, 394,

Urquhart, M,.C. & K.A.H. Buckley,

of Canada, Toronto:

(1965) Historical Statistics

MacMii lan, Series R133-139,
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The Curtis Report particularly emphasized the need for low-
rental dwellings, noting that as Part II of the 1938 NHA had

never been used,

"with very few exceptions...the conclusions reached by the
[1935] Parliamentary Committee are as valid for rental
housing in 1943 as they were in 1935, the situation having
becom?sactually worse in most cities than it was ten years
ago."167

Stressing that a large and long-range program of low-rental
housing was an inescapable conclusion from the available
facts,'®® the report recommended that at least 15,000 units of
the 50,000 to 60,000 yearly target be low-rental.'®® It advised
that the units be constructed, operated and managed by Local
Housing Authorities, in the form of municipal agents, private
limited dividend corporations, of co-operative -associations. It
also recommended that the Local Authorities be assisted by low-
interest federal loans covering 90% of the capital costs of low-
rental construction, and by municipally-supplied land. To
encourage municipal co-operation and participation in the
program, the report advised federal grants to assist in the
survey and design of cleared slum areas. It also recommended
federal contributions to a rent reduction fund to keep rent
levels in low-rental units below existing market and financial
recovery rent levels - a recommendation which clearly had a

social welfare purpose. Finally, it advised the projects be

'671bid., p. 35.
168Thid., p. 193.
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provided with skillful on-site managers and community facilities

such as schools and playgrounds.

In addition to its proposals for home ownership, home
improvement, and slum clearance and low-rental housing, the
Curtis Report also recommended the nationwide adoption of a
standardized building code, measures to reduce housing costs,
and town planning practices. It also recommended that all
federal legislation pertaining to housing be amalgamated into

one statute, and be administered by one central federal agency.

The Curtis Subcommittee was not the sole advocate for
government action on low-rental problems in the early 1940's. In
fact, its concerns regafding the low-rental situation paralleled

concerns voiced by Leonard Marsh in his Report on Social

Security for Canada shbmitted to the same Advisory Committee one
year earlier. In addition, a large low-rental and slum clearancé
lobby composed of community groups such as the newly-established
Citizens' Housing and Planning Association, women's
organizations, professional associations, service clubs, Boards
of Trade, social welfare associations and churches had emerged.
They were supported in their lobby at the political level by the
Co-operative Commonwealth Federation and the Labour Progressive

(formerly the Communist) Party.

Several months after the submission of the Curtis Report,
the federal government replaced the 1938 NHA with the 1944 NHA.

The subtitle of the 1944 Act clearly indicated its intended role
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in smoothing the transition from a war—-based economy to a peace-
time economy, and in averting a post-war depression such as had
occurred in 1918. It read:
"An Act to Promote the Construction of New Houses, the
Repair and Modernization of Existing Houses, the

Improvement of Housing and Living Conditions, and the
Expansion of Employment in the Post-War Period".'7°

The 1944 Act was the most comprehensive to date, and
contained provisions for home ownership, rental housing, rural
housing, home improvement and extension, and housing research
and community planning. In Part I, the federal proportion of
loans to owner-occupied housing was increased from 20 to 25%,
the interest rate was reduced, and longer amortization periods
were permitted for houses situated in areas protected'by
community planning and zoning. In additioﬁ, the entire loan fund
was increased to $100 million, inclusive of that portion already

expended on DHA and 1938 NHA units.

Part II of the Act expanded the total rental loan fund
established under the 1938 NHA from $30 million to $50 million.
Under Section 8 of the Act, individual rental developers were
eligible for twenty year loans covering 80% of the lending value
of projects unless the project was situated in an area protected
by community planning and zoning, in which case the amortization
period increased to twenty-five years. More favourable terms

providing for fifty year loans at 3% covering 90% of lending

170gtatutes of Canada, The National Housing Act, 1944, 8 & 9
George VI, ch. 46.
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value were offered under Section 9 to limited dividend
corporations constructing new or converting existing dwellings
into low-rental units. The corporations were also eligible to
receive rent reduction contributions from provincial, municipal
and social agencies, trusts and individuals. Provision was also
made under Section 11 for life insurance companies interested in
investing in low- and moderate-rental housing with a guaranteed

return of 2.5%.'7!

Part IT of the 1944 NHA also provided a federal fund of $20
million to assist municipalities in clearing and replanning, or
rehabilitating and modernizing slums and blighted areas. The
grants were conditional upon the sale of the land to limited
dividend corporations or life insuraqcé companies for low- and
moderate-rental construction, and were to cover one-half of the
amount by which the cost of acquiring and clearing the land
exceeded the price obtained from the sale. They were also

conditional upon provincial enabling legislation.

The 1944 NHA, which paralleled many of the Curtis Report
recommendations, fell far short of the recommendations for a
comprehensive low-rental program in several importént areas. It
did not define "low-income" or set requirements for monitoring
rent and income levels. It did not make provision for a

federally-financed rent reduction fund to bridge the gap between

'71See Statutes of Canada, National Housing Act, 1944; Wade,
"Wartime Housing," p. 60.
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market and financial recovery rent levels and affordable rents.
It did not provide for on-site management or community
facilities. Most importantly, it placed reliance for low-rental
housing solely on private limited dividend corporations and
private insurance companies, excluding municipal authorities. In
doing so, the 1944 NHA reasserted the federal gbvernment's
indirect, market-oriented housing policy of the 1930's, and
renewed the pre-war committment to supporting private
enterprise., Howe defended this shift in policy focus by
explaining that in assuming an indirect role, the federal
government could avoid the laborious process of working out the
municipal-provincial-federal partnership which would otherwise
be required in the implementation of a low-rental scheme, and

could make an early start in tackling the housing problem.'72

3.3 The Rental Problem in the Post-War Years

Despite Howe's optimism regarding the potential of the 1944
NHA to alleviate rental problems, the rental situation
deteriorated in the immediate post-war years. Demographic
factors played a large role, in that demobilization and high
post-war rates of immigration, family formation, and
urbanization exaccerbated the urban rental shortage. As well,
because of the shortage, the removal of scattered obsolete

houses from circulation and large-scale slum clearance programs

'72C.,D. Howe, "Meeting Canada's Housing Needs," Public Affairs
10 (1947):218. '
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were discouraged. Consequently, many renter households continued

to reside in the poorest housing available.

The most significant factor in the persistence of the
rental problem, however, was the nature of private sector
construction activity in the post-war years. Post-war private
residential construction got off to a slow start, hampered by
competition for scarce building materials and labour and by the
obsolete building practices of an industry which had essentially
lain dormant for a generation. Given the post-war surge in tHhe
urban population, the units constructed between 1945 and 1947
did little more than keep pace with new demand. By 1947,
however, many of the problems had been overcome and private
residential construction was proceeding at an almost
unprecedented rate. As the data in Table 9 indicate, average
annual starts jumped from 46,500 units during the war years to

79,850 in the post-war years.

The high levels of construction did little, however, to
ease rental and especially low-rental problems for a number of
reasons. Firstly, although the 1944 NHA had been intended to
encourage the production of all types of housing, rental housing
represented only a small fraction of post-war production. Higher

construction costs'’® dictated that investors target a higher

'73Considering the factors of both labour and materials, the
cost of building at the end of 1947 was about 80% higher than it
had been in 1939, and the costs of new houses totally out of
proportion to general price and wage levels. Carver, Houses for
Canadians, p. 10.
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~income market in order to maintain their level of returns, and
given the generally lower incomes of renter households and the
constraints of rent controls, suburban single-family dwellings
for owner-occupation flooded the housing market in the post-war
period.'’% Indeed, at the end of 1947, detached single-family
dwellings represented more than 80% of all units under
construction.'’® The economics of rental investment were so poor
that not even limited dividend corporations were attracted to
rental development in the post-war period. Indeed, Housing
Enterprises of Canada Limited, a limited dividend corporation
formed in 1946 by a number of insurance companies, and which
received the majority of the financing offered under Part II of
the 1944 NHA,'7% constructed only 3,300 upits across Canada in
-its limited lifetime.'’’ Moreover, many existing rental units
were sold off for owner-occupation.'’® Despite their price, the

demand for owner-occupied units was high given the deprivation

'7%Home ownership remained inaccessible to most low-income
households. With only one-third of Canadians earning more than
$2,500 per year, the average modest single-family home selling
for $5,000 was beyond the means of a great majority of
Canadians, and certainly of low-income Canadians. Marsh,
"Principles," pp. 234-235. :

'75Central Mortgage and Housing Corporation, Housing in Canada:
A Factual Summary, 9 vols. (Ottawa: CMHC, Economic Research
Division, 1946-1954), 3 (January 1948):9,

'76Central Mortgage and Housing Corporation, Housing in Canada 2
(January 1947):14,

'77Marsh, "The Economics of Low-Rent Housing," Canadian Journal
of Economics and Political Science 15 (1949):30.

'78Toronto, for instance, had 10,000 fewer rental units in 1946
than at the beginning of the war as landlords took advantage of
an unrestricted sales market. Rose, Regent Park, p. 46.
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during the depression and war years and the rising expectations
of the prosperous post-war period. Canadian housing policy

analyst Albert Rose suggests, in fact, that aspirations to home
ownership "assumed the proportions of a national fetish" in the
post-war period, and carried with them the notion that tenants

constituted somewhat inferior citizens.'7°?

The second reason the high levels of post-war residential
construction failed to alleviate the low-rental problem was that
the few new rental units produced were beyond the financial
capacity of low-income renters. Even Housing Enterprises of
Canada Limited, which engaged in rental development through the
low-rental provisions of the 1944 NHA, found it necessary to
rent its ‘units for $47 to $60 per month,‘§° - an indication that
even assisﬁed private sector developers could not bridge the gap
between market and financial recovery rent levels and rent
levels affordable to low- and even moderate-income renters.
Indeed; Marsh noted in a 1950 article:

"Experience has now shown that the limited-dividend

corporation is certainly not able to supply anything bétter

than moderately high rental housing. Low-rental housing,

which involves a subsidy and requires public management,
calls for the institution of the Housing Authority."'8!

1791bid., po 18-

'8%Marsh, "Principles,” p. 235. As noted above, low-income
renters could afford levels of no more than $12 per month, and
middle-income renters up to $23 per month.

'81Marsh, Rebuilding a Neighbourhood: Report on a Demonstration
Slum Clearance and Urban Rehabilitation Project in a Key Central
Area in Vancouver (Vancouver: University of British Columbia,
1950), p. 1iv.
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A 1948 article in Saturday Night was even more critical of the

results of the Limited Dividend program, noting that Housing
Enterprises Limited had been compelled to abandon its "low-
rental" program in 1947 because of its inability to provide for

any but the top 5% of the income scale.'8?

Moreover, the "filtering" process did not alleviate the
low-rental problem. In the first place, the volume of dwellings
which filtered down was insufficient to make a great impact on
the low-rental situation because new construction represented
only 1% to 2% of total stock,'®? because the construction boom
served primarily to relieve overcrowding and doubling-up, and
because the-increased.sppply of middle->and upper-income units
simply induced additional demand among those income groups for
second homes.'®* Secondly, the rental value of those units which
did filter down dia not reduce sufficiently to render them
affordable to low-income households.'®® Thirdly, filtering was,

at best, a slow and protracted process and could not meet

'82Benjamin Higgins, "Better Strategy and Tactics to Win the
Housing War," Saturday Night, 14 February 1948, p. 6.

'83Hylchanski, Role of Rent Regqulations, p. 41.

'184gee I.R. Silver, Housing and the Poor, Working Paper A.71.2
(Ottawa: Ministry of State for Urban Affairs, 1971), p. 192;
D.V. Donnison, "Housing Problems and Policies: An Introduction,"
in The Right to Housing, ed. Michael Wheeler (Montreal: Harvest
House, 1969), p. 41.

'85gee Silver, Housing and the Poor, p. 192; Carver, Houses for
Canadians, pp. 94, 96, 98.
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increased demand among low-income households very quickly.'®¢
Finally, as discussed in Chapter 2, the quality of many of the

units which did filter down was seriously substandard.

3.4 Recommendations for Action and Government Response to the

Rental Problem in the Post-War Years

With the deterioration of the rental situation in the post-
war years, the low-rental and slum clearance lobby intensified.
A rash of reformist articles and studies in the late 1940's
stressed the costs of further inaction, in both social and
economic terms.'®7 Public investment in low-rental housing, they
noted, was not money lost but an investment in morale, health,
social sfability, human productivity, and the livability of
cities.'®® The studies aiso emphasized that housing deserved to
be considered not simply as shelter, but as an element of social
policy. A distinction had to be made between the effective
demand for housing and the need for housing. Given the inability
of the private sector to supply low- and even moderate-rental
units and thus to satisfy housing need, the recourse to public
housing and direct rental subsidies was simply unavoidable.
Given the relatively weak tax base of the provinces and the
proposed scale of the undertaking, the studies concluded that

'86Hulchanski, Role of Rent Regulations, p. 41.

'87The costs included the effects of poor quality housing on
slum dwellers themselves, public expenditures on health, welfare
and protection services, declining tax revenues in both: slum
areas and contiguous properties, and the wasteful use of land
and neglect and deterioration of inner-city areas as suburban
sprawl leapfrogged.

'88Marsh, Report on Social Security, p. 119.
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the primary responsibility for financing public housing clearly

lay with the federal government,'®?®

In response to the pressure and to the deterioration of the
rental situation, the federal government stepped up its direct
participation in the housing field. In 1945, it established the
Emergency Shelter Administration to control migration into
certain congested areas, and to survey, inspect, and convert
vacant buildings into temporary accommodation. In the same year,
the operations of WHL were expanded, but with a new focus - more
permanent, better quality rental units for demobilized
servicemen and war veterans. Between 1944 and 1947, WHL
constructed 14,323 units for ex-servicemen, '®® bringing the
corporatioﬁ's total contribution of rental units since 1941 to
well over 31,000. As the following statement by Howe in a 1947
article indicates, the expansion of the federal government's
direct role and particularly of the activities of WHL was again
rationalized as a response to extraordinary circumstances. Howe
wrote:

"The aspects of population dislocation and emergency that
characterized the needs of many war workers and justified
the wartime housing program were also apparent among war
veterans as soon as large-scale demobilization started. It
was decided, therefore, the Wartime Housing Limited should
continue to build low-rental units, but now for veteran
occupancy...From this it is clear that the extent of the

Dominion's direct participation in providing accommodation
has been limited in scope and treated as an extraordinary

'89%5ee Marsh, "Principles," p. 237.
190Wade, "Wartime Housing," p. 61.

'91Howe, "Meeting Housing Needs," pp. 217-218.
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provision,"'%1!

The expanded direct activity was only temporary, however.
Within two years of the end of the war, the federal government
began to revert to its former indirect and market-oriented role.
It removed the last vestiges of its direct role in 1948 with the
dismantlement of WHL, virtually the only producer of rental
housing, '?? and the subsequent sale of WHL units to occupants.
The resumption of its indirect role resulted in a number of
measures designed to facilitate private sector housing
provision. The government stimulated the production of building
materials and channelled them to priority construction. It co-
operated with the provinces in extending training in order to
increase the supply of qualified building tradesmen. In 1945, it
created a federal crown corporation, Central Mortgage and
Housing Corporation (CMHC) to provide mortgage discounting
facilities for loan and mortgage companies, '?3® and "to stimulate
the private sector to serve as large an area as possible of the
housing field."'%% The federal government's various housing
programs were centralized under the Corporation, and the
administration of the NHA transferred to it from the National
Housing Administration of the Department of Finance. In 1946,
CMHC was authorized to make direct loans to primary industries

to construct rental housing for their employees. In 1947, in

192Ccarver, Houses for Canadians, p. 8.

'931bid., p. 5.

194gee Wade, "Wartime Housing," p. 150.
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order to offset declining returns in the rental market, the
federal government introduced a number of tax system subsidies
for rental developers, including a double depreciation rate on
rental units, subject to their rental at iess than $70 per
month.'%5 In 1948, the diminishing balance method of
depreciation was incorporated into a capital cost allowance
system. Also in 1948, the federal government partially lifted
rent controls. In addition, a 1948 amendment to the 1944 NHA
provided for rental insurance and empowered lenders to make
larger loans to rental projects covered by insurance. A second
1948 amendment increased the maximum loan available for multi-

family units.

Given the federal decision to1pontinue to'rely sélely on
the private sector for housing provision despite the sector's
proven inability to provide low-rental housing, one must
guestion the government's commitment to resolving the low-rental
problem. Federal officials were not unaware of the serious
situation in the rental sector - in 1946 Howe conceded in the
House of Commons that the government must act to redress the
deficiencies of assisted private sector production,'®® and in
1947 he acknowledged that the hard éore of the housing problem,

the low rental problem, had barely been touched.!®’ Moreover,

'95Central Mortgage and Housing Corporation, Housing in Canada 2
(April 1947):16.

'965ee Carver, Houses for Canadians, p. 15.

'3S7Howe, "Meeting Housing Needs," p. 221.
g
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the federal government had clearly demonstrated its ability to
supply good quality rental housing economically and efficiently
through the operations of WHL, and in 1947 already had the
intergovernmental machinery in place to undertake a permanent
and comprehensive program of slum clearance and low-rental
production. The problem was clearly one of political will,
although the federal government rationalized its inaction by
citing provincial and municipal jurisdiction over housing. In
his 1947 article, Howe maintained, for instance:
"Since housing is a function of property and civil rights, a
matter within the jurisdiction of provincial and municipal
governments, direct participation by the Dominion in a
housing program is circumscribed...Where the subsidization
of low-rental housing is necessary or desirable it is

rightly a responsibility of municipal and provincial
authorities." 198

Again, one is led to conclude that the real reasons behind
federal inaction and the dismantlement of WHL and the sale of
its units were the government's philosophy of non-competition
with the private sector, its reverence of home ownership, and
its belief the rental problem was temporary. Indeed, L.B. Smith,
a noted housing analyst and neo-classical economist,
acknowledges in his 1977 monograph on Canadian housing policy
that the major theme of government policy between 1935 and 1954
was to encourage the private sector rather than to replace it
with direct government involvement.'%® As well, Howe predicted

in 1947 that the low-rental situation would improve once

1981bid., pp. 217, 220.

'9%gmith, Anatomy of a Crisis, p. 152.
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construction costs had stabilized at a level where developers
could expect to recover their investment and a reasonable

profit.?°°

Given federal inaction on slum clearance and low-rental
housing provision, one municipality assumed responsibility for
public housing. In 1947, the Housing Authority of Toronto, a
municipally-owned limited dividend company and the first local
housing authority in Canada, was established to construct and
operate the Regent Park Housing Project, Canada's first public
housing project. The Authority utilized the federal grant
available through the 1944 NHA to clear and acquire the very
slum site which had been surveyed and publicized by the 1934
Bruce Committee, and also receivéd a provincial grant of $1000
per unit to assist in the construction of 1,056 units.?°' The
first residents were admitted to Phase One of the project,

Regent Park North, in early 1949,

With the Toronto public housing experiment as a model, in
late 1949 the federal government passed a significant amendment
to the 1944 NHA which expressly acknowledged the need for direct
government intervention to meet low-rental needs. The amendment,
for the first time, acknowledged housing as a social, as well-as
economic, good, and ensured that after more than twenty years in

the forefront of public policy discussion, the low-rental

20%Howe, "Meeting Housing Needs," p. 219..

20Rose, Regent Pérk, p. 76.
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problem finally became the object of more than token attention.

Under the new Section 35 of the NHA, a federal-provincial
partnership, charged with acquiring and developing land for the
construction of new low-income housing for sale or rent, was
established. The capital costs and the profits or losses of the
projects were to be shared on a 75-25% basis by the federal
government and provincial government or its agent. Ownership of
the units was to be joint as well. Although the amendment
eschewed the term "public housing", the federal contribution to
the operating costs of such projects ensured their ability to
house low-income families who were unable to pay market and
financial recovery rent levels. Like the 1938 low-rental and the
1944 slum clearance schemes, federal financing was. dependent |
upon provincial enabling legislation and local initiative and
management. The amendment was hailed as a milestone in Canadian
housing policy and housing reformers looked to the 1950's with
optimism that at last the housing needs of low-income renters

would be satisfied.
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CHAPTER 4
URBAN RENTAL PROBLEMS AND POLICIES, 1949-1964

The housing construction boom which began in the immediate
post-war years continued, with minor fluctuations, well into the
1960's. Fuelled by high employment and wage levels, favourable
demographics, ?°? rapid urbanization,?°?® and the emergence of
large specialized development companies to replace the
" traditional small builder-carpenter, housing p;oauqtion doubied
in the first post-war decade.?°" During the 1950's aﬁd 1960's,
in fact, residential construction represented a greater

proportion of Gross National Expenditure (GNE) than ever

202The favourable demographics included continuing high rates of
population growth, immigration, and household formation. Though
net family formation slowed towards the late 1950's, the
increasing growth rate of non-family households maintained a
high level of demand for new housing.

2031n the latter half of the 1950's, 73% of all population
growth gravitated to the metropolitan and major urban areas. By
1961, 45% of Canadians lived in the seventeen metropolitan
areas, and 33% lived in the five largest cities. James A.
Murray, "Search for Shelter," Canadian Architect 10 (1965):38.

208Central Mortgage and Housing Corporation, Brief to. Royal
Commission, p. 12.

205ywhereas housing expenditure had never exceeded 4% of GNE
between 1926 and 1948, it had risen to 5.6% of GNE by 1955,
Dube, Howes, and McQueen, Housing and Social Capital, p. 44-55.
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before.?°5 According to the 1956 brief presented by Central
Mortgage and Housing Corporation (CMHC) to the Royal Commission
on Canada's Economic Prospécts, the national economy and the
building industry displayed the productive capacity to meet
Canada's housing needs to 1980. The brief noted:
"Prospects for new housebuilding over the next two decades
and a half are such as to suggest that the present

industry, with virtually no expansion, could meet the task
[of housing Canadians]."?2°¢

Such optimism was, unfortunately, not warranted. Even at
record levels, production barely kept pace, for much of the
period, with rising demand.?°’ In fact, a 1957 study prepared
for the same Royal Commission estimated that 3,700,000 new
housing units - or 154,000 per year?°® - would be required
before 1980 to meet new needs, to reduce overcrowding, and to
provide for a reasonable 3.3% vacancy rate.?°® The physical
capacity of the construcfion industry, however, was estimated at
125,000 to 135,000 units per year.2?'° Moreover, chronic
shortages of mortgage investment funds and serviced land

throughout the 1950's thwarted attempts by the building industry

206Central Mortgage and Housing Corporation, Brief to Royal
Commission, p. 12.

207Carver, "Housing Needs," p. 35.
2081his figure represents 3,700,000 divided by 24 years.

209pube, Howes, and McQueen, Housing and Social Capital, p. 53.

21%Canadian Congress of Labour, "Housing Act Inadequate," p. 93.

211Central Mortgage and Housing Corporation, Annual Report, 1959
(Ottawa: CMHC, 1953- ), p. 8.
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to further accelerate production.?'! Thus little progress was
made in eliminating the severe post-war housing shortage, and
the doubling-up and slum conditions which accompanied it. A 1963

article in Canadian Welfare estimated, in fact, that at least

25% of Canadian families were poorly housed and were paying
dearly for the housing they had.?'? Given the seriocusness of the

situation, a 1955 article in Canadian Business warned:

"The housing situation is becoming more acute in spite of
the boom; and the job ahead of us is far greater than the
one that lies behind."21'3

As evidence presented in Chapter 3 indicates, severe
housing shortages most seriously impact low- and moderate-
income households - households who tend to be renters.
Consequently, housing quality, supply and affordability problems
persisted for many renter households throughout the 1950's and

1960's despite the general prosperity of the times.

4.1 The Rental Problem

The acute shortfall of rental units of an acceptable
minimum standard and approaching the financial limits of low-
and moderate-income households was chronicled in the housing

studies and periodicals, and at the housing-related conferences

21'2Joseph E. Laycock, "Your Stand on Public Housing," Canadian
Welfare 39 (November-December 1963):252.

213R.L. Edsall, "This Changing Canada: Back to Cities and
Apartments?" Canadian Business 28 (February 1955):65.
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of the day.?'* A 1949 article in the Financial Post suggested

that a shortage of rental housing, particularly in the low to
medium rent range, was a general condition in the larger

Canadian cities,?'% while a 1955 article in the Monetary Times

documented the impossibility of finding any type of rental unit
in Winnipeg, Regina, Saskatoon, and Edmonton.?'® Moreover,
average rentals for available units in the larger cities ranged
from $75 to $155 per month in the early 1950's,2'7 although 53%
of urban household heads earned less than $2,500 per year,?'8
and were thus unable, according to the 20% of income "rule of
thumb", to afford rent levels of more than $42 per month.

Indeed, in 1951 and again in 1964, CMHC officials estimated the

2l%gee Rose, Regent Park, pp. 13, 15; P.R.U. Stratton, "Why
Subsidized Rental Housing?" Canadian Welfare 28 (December
1952):3; W.S. Goulding, "Housing for Older People," Canadian
Welfare 28 (December 1952):38; Marsh, "Economics," p. 17; 0.J.
Firestone, "How Housing Shortage Snowballing," Financial Post,
22 September 1945, p. 13; F. Marrocco, "The Housing Problem,"
Trades and Labour Congress Journal 32 (September 1953):33;
Vancouver Housing Association, Houses for All: Proceedings of
the Housing Conference, Hotel Vancouver, January 19-20, 1954
(Vancouver: Vancouver Housing Association and B.C. Division of
Community Planning Association of Canada, 1954), Foreward.

215Clive Chattoe, "Rents to Rise Steeply, Many Face Eviction,"
Financial Post, 30 April 1949, p. 1.

216"House and Apartment Construction Outbooms All Other
Industries," Monetary Times 123 (January 1955):52.

2'7gee Hal Tracey, "Low-Rental Housing Can be Practical,”
Saturday Night, 10 November 1951, p. 34; Chattoe, "Want to Rent
Apartment? Here's Qutlook," Financial Post, 29 April 1950, pp.
1, 3.

218Canadian Congress of Labour, "Housing Act Inadequate," p. 93.

21%gee John R.Nicholson, "Qur War on Poverty," Financial Post,
13 June 1964, p. 6; "Across Canada: Amendments to the National
Housing Act," Canadian Welfare 40 (September-October 1964): 229;
Firestone, "Shortage Snowballing," p. 13; Stewart Bates,
"Housing and the Government," Journal Royal Architectural
Institute of Canada 35 (July 1958):261.
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number of households doubled-up to be 500,0002'® - most of them
because of the shortage of affordable dwellings.?2° As for
rental quality, housing standards for the majority of urban
households undoubtedly improved between 1949 and 1964,22"
Nevertheless, severe problems remained in some geographi¢ areas
and for specific population groups.??? It was estimated in 1964,
for instance, thét if provision were made for a reasonable
vacancy rate, a total of 1,000,000 to 1,300,000 low-rental units
were required for low-income and elderly households in need of
more adequate and affordable housing.??2® Since the 1,300,000
units were not forthcoming, low-income renters were forced to
rely for accommodation on the converted single-family house,

still, in the mid-1950's, the greatest source of low- and

220gee Dube, Howes, and McQueen, Housing and Social Capital, p.
48; Canadian Congress of Labour, "Housing Act Inadequate," p.
91.

2271n 1961, only 5.6% of all dwellings and 3.4% of urban
dwellings were in need of major repair compared with 13.4% and
9.9%, respectively, in 1951. In addition, 90% of Canadian
households were, according to the 1961 Census, enjoying
exclusive use of a home. See Silver, Housing and the Poor, p.
190; S.H. Pickett, "An Appraisal of the Urban Renewal Program in
Canada," University of Toronto Law Journal 18 (1968):238;
Central Mortgage and Housing Corporation, Annual Report, 1962,
p. 6; Bates, "Hcusing and Government," p. 261; N.H. Lithwick,
Urban Canada: Problems and Prospects (Ottawa: CMHC, 1970), p.
21; Smith, Housing in Canada: Market Structure and Policy
Performance, Research Monograph No. 2 of Urban Canada (Ottawa:
CMHC, 1971), p. 10; Nicholson, "War on Poverty," p. 6.

2221n 1961, 20% of the housing stock still lacked hot water and
private bathing facilities and 15% lacked modern toilets. See
Nicholson, "War on Poverty," p. 6; "Across Canada: Amendments,"
p. 28.

2233, Murray, "Search for Shelter," p. 43. Murray estimated that
35% to 40% of those units should be earmarked for the elderly.
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moderate-rental housing.?2?* Unfortunately, as suggested in
Chapter 2, such accommodation was often of extremely low quality
and ripe for clearance and redevelopment, lacking adequate

plumbing, play areas, space, light and ventilation,?225

Aside from the failure of the 1950's building boom to
relieve the general housing shortage, there were two other major
reasons why rental problems remained so serious in the 1950-64
period. Firstly, relatively little rental housing was produced
during the 1950's, by either the private sector or the public
sector under the new Section 35 provisions of the National
Housing Act (NHA). Secondly, the rental housing which was
produced failed, for the most part, to satisfy demand or the
needs of lower-income households. A brief discussion of
development activity in both thé private and public sectors and

the forces shaping it may help to explain why this was so.

The Private Rental Sector. Although the 1949 Section 35

amendment to the NHA paved the way for the emergence of a public
rental sector in Canada, the private sector continued, as Table
10 suggests, to dominate the rental housing market in the
1950's. Consequently, the limited production of rental housing
between 1949 and 1964 stemmed primarily from that sector's

continued concentration on the construction of single-family

224Marsh, "Economics," p. 26.

2251n 1961, the lowest income one-third of tenants occupied 71%
of all rental units needing major repairs. Dennis and Fish,
Programs in Search of a Policy, p. 48.




Iable 10 Rental Starts. By Initlating Sector
Canada, 1949-1964
Private Private Publ ic
Total Sector Sector Rental Sector
Rental Rental Starts as % Rental
Year Starts Starts of Total Starts
1 2 3 4
1949 32,868 24,875 75.7 7,993
1950 26,027 21,228 81.6 4,799
1951 18,565 16,346 88.0 2,219
1952 24,828 19,870 80.0 4,958
1953 29,881 28,026 93.8 1,855
1954 33,177 31,704 95.6 1,473
1955 35,123 33,848 94.5 1,975
1956 33,554 31,154 92.8 2,400
1957 36,251 33,548 92.5 2,703
1958 56,609 53,131 93.9 3,478
1959 44,340 42,865 96.7 1,475
19690 36,838 33,008 95,0 1.830
1961 46,100 43,322 94.0 2,778
1962 52,859 50,505 95.5 2,354
1963 69,587 67,521 97.0 2,066
1964 85,324 83,423 97.8 1.901
Source:

CMHC, Canadian Housing Statistics, Ottawa, Various Years.
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suburban units for owner-occupiers. As Table 11 illustrates,
fully 70% of new housing production in the 1950's represented

single-family dwellings.?26®

As in the past, and as the data in Table 12 indicate, such
dwellings were beyond the financial capacity of a large
proportion of the population. With the average new NHA-financed
single-family house valued at $12,305 in 1954, potential buyers
required annual incomes of $4,900, according to the newly-
accepted 2.5 times annual income "rule of thumb."?2?7 Yet 58% of
Canadian wage earners earned less than $3,000 in 1954.228 Even
the least costly NHA unit in 1954, a row house valued at
$9,020,2%2% was beyond the means of that substantial portion of
anédian workeré. Iﬁdeed, a 1954 estimate By the Canadian
Congress of Labour (CCL) suggested that one-third to one-half of
all wage-earner families could not afford the cheapest NHA house
without denying other necessities of life.?3° In 1957, in fact,
only 2% of NHA borrowers were from the lower one-third of the

income scale.?31

226g5ee also Central Mortgage and Housing Corporation, Annual
Report, 1959, p. 7.

2271nflationary pressures on real estate were pushing the
traditional 2 to 2.25 times annual income figure up to 2.5.
Marrocco, "Housing Problem," p. 33.

228Canadian Congress of Labour, "Housing Act Inadequate," p. 93.
zngbid., po 940

2301bid., p. 94.

231yylie Freeman, "The Housing Crisis and Government Response,"
Architecture Canada 45 (April 1968):69.




duplex units.

Source:

Iable 11 Residential Compietions by Type
Canada, 1949-1964
Single-Fam!ly Multi-Family]!
Total Completions

Year Completions] (units) |% of total (upits) 1% of total
1 2 3 4 5
1949 88,233 68,966 78 11,958 14
1950 89,015 68,685 17 12,954 15
1951 81,310 60,366 74 13,376 17
1952 73,087 55,967 77 11,806 16
1953 96,839 68,916 71 20,209 21
1954 101,965 71,760 70 24,107 24
1955 127,929 90,553 71 29,098 23
1956 135,700 95,656 71 28,172 21
1957 117,283 81,096 70 27,723 24
1958 146,686 96,830 66 39,852 27
1959 145,671 95,455 66 39,293 27
1960 123,757 78,113 63 35,133 29
1961 115,608 76,171 66 28,844 25
1962 126,682 75,593 60 39,167 31
1963 128,191 71,585 56 49,456 39
1964 150,963 16,225 51 66,647 44
1. Includes apartments and row houses; excludes semi-detached and

CMHC, Capnadlian Housing Statlstics, Ottawa, 1965, Table 6.
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Iable 12 Affordability of Home Ownership
' Canada, 1951-1961 (Current %)
Lowest Income Middle Income
Year Terclile Tercile Average
Affordable Affordable Construction
Annual House Price Annual House Price Cost of New
Upper - (@ 2.5 Times Upper @ 2.5 Times| Detached NHA
Wage Limit lAnnual WagelWage Limit {Annual Wagel House
1. 2 3 4 5
1951 2,459 6,148 3,820 9,550 10,762
1954 - 2,920 7,300 4,473 11,183 12,305
1955 3,100 7,750 4,814 12,035 12,597
1957 3,224 8,060 5,123 12,808 14,044
1958 3,437 8,593 5,304 13, 260 14, 267
1959 3,533 8,833 5,401 13,503 14,462
1961 3,942 9,855 5,961 14,903 14.463
Source:

CMHC, Canadian Housing Statisfics, Ottawa, Various Years.
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Studies and articles in the late 1950's and early 1960's
lamented the fact that even moderate-income families - those
earning $4,000 to $5,000 per year - were being squeezed out of
the NHA home ownership market.?3? (See Table 12) Indeed, in

1964, the Toronto Telegram quoted University of Toronto

professor James A. Murray as saying:
"The Canadian home construction industry is catering almost
exclusively to the upper class, while some 600,000 families

live in substandard conditions...Houses being built are
quite out of the reach of more than half the people..."?233

Moreover, e§idence gathered by the 1965 Royal Commission on
Banking and Finance suggested that many of those who did
purchaSe homes in the 1957 to 1962 period could scarcely afford
to, in that.9% would not have purchased had required
downpayments been 10% higher, and 20-25% would not have

purchased had monthly payments been 10% higher.23%

The private sector's fixation on single-family dwellings

was a response, in part, to the effective demand: of prosperous

232"Housing and Apartment Building Account for $512 Million,"
Monetary Times 124 (January 1956):52; Clifford Fowke, "What's
Ahead for Housing?" Financial Post, 20 July 1957, p. 3; Wheeler,
"Evaluating the Need for Low-Rental Housing: A Review of
Conditions Among Family Applications for the Little Mountain
Low-Rental Project, Vancouver, and Consideration of Criteria for
Future Housing Projects" (Masters Thesis, University of British
Columbia, 1955), p. 92.

2335ee Morden Lazarus, "Social Justice and Housing," Canadian
Labour 9 (June 1964):13.

234gee Smith, Housing in Canada, p. 34.




middle- and upper-income households.?3% It also reflected the
greater availability of vacant suburban land given the limited
use of the 1944 provisions for the clearance of blighted central
land, and the relatively lucrative provisions for home ownership
set out in successive amendments to the National Housing Act.
With regards to government promotion of home ownership, for
instance, amendments to the NHA in 1949, 1957, 1960 and 1963
increased the maximum available loan to developers of owner-
occupied housing. The 1949 and 1960 amendments also lengthened
the amortization period for home owner loans, while a 1951
amendment reduced downpayment requirements for prospective home
buyers. A 1957 amendment authorized CMHC itself to make direct
loans to prospective home owners if other sources of. mortgage
funds.ﬁere not available. The greatest boon to single-family
dwelling production was provided, howevéET'By the 1954 NHA.
Entitled:

"An Act to Promote the Construction of New Houses, the

Repair and Modernization of Existing Houses, and the
Improvement of Housing and Living Conditions"23¢

the Act was designed primarily to increase the supply of
mortgage funds available for new residential construction in
order to bring home ownership within the reach of more
Canadians. Besides increasing the levels and lengthening the
terms of loans for owner-occupied housing, and providing for
2351n Canada in general, an increase of over 70% in real per
capita income since 1939 had made it easier for higher-income
households to accumulate a downpayment and meet monthly

payments. Central Mortgage and Housing Corporation, Brief to
Royal Commission, p. 21.

236gtatutes of Canada, The National Housing Act, 1954, 2 & 3
Elizabeth II, ch. 23.
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federal guarantees on home improvement loans made by lenders,
the 1954 legislation replaced the joint loan system whereby the
federal government had participated with private lenders in
mortgage financing, by a mortgage insurance scheme whereby CMHC
would underwrite lenders' loans against default. The lenders, in
return, would provide larger loans for longer terms and at lower
interest rates. The guarantees to the lenders were to be backed
by the 2 to 2.5% insurance fees paid by borrowers. The 1954 NHA
also expanded the field of mortgage lenders to include the
chartered banks and Quebec savings banks, and established the
basis for the development of a secondary mortgage market. This
latter action paved the way for the participation of

individuals, pension funds, and trusts in mortgage lending.

The emphasis on single-family dwellings in the 1950's was
not to the total exclusion of dwellings for rent. As Figure 1
depicts, an increasing number of apartment units was being
constructed during the period, and a minor apartment boom took
place in the late 1950's. In fact, multiple-family starts
represented 50.4% of total urban starts in 1960, though the

figures varied greatly between urban areas.?37

The rental construction of the 1950's did little to redress
rental, and particularly low-rental, problems, however, for a

number of reasons.

237Central Mortgage and Housing Corporation, Annual Report,
1961, p. 6.




FIGURE 1

APARTMENT STARTS, CANADA, 1920-1983
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For one, the supply of new units was insufficient to meet the
high and rising demand for rental housing. The number of
households in search of rental accommodation at the end of 1949,
for instance, was approximately 314,000.23% Yet, as Table 11
indicates, it took the construction industry twelve years to
produce 300,000 multi-family units. In the meantime, several
factors including the increasing number of elderly households
vacating family homes in favour of smaller quarters with janitor
service, continued rapid urbanization and immigration,?3° and a
startling rise in the number of non-family households for whom
apartment living seemed appropriate and convenient,?%° had
combined to significantly raise the demand for rental housing.

Indeed, a 1961 headline in the Financial Post announced a major

trend to apartment living in Canada.?*'

2383.A., Rhind, "Today's Housing Problem: Rent or Buy?" Saturday
Night, 8 December 1951, p. 51.

23%ppartment dwelling was most characteristic of immigrants
arriving in Canada between 1956 and 1961. N.H. Lithwick, Urban
Canada, p. 90.

240The average annual increase in non-family households, which
had totalled 8,000 households between 1841 and 1951, reached
12,000 in the 1951 to 1956 period and 29,000 between 1956 and
1961. In metro areas, non-family households rose by 41% between
1946 and 1967, while the number of family households rose by
only 13%. See Illing, Housing Demand, p. 7; Smith, Housing in
Canada, p. 13. Of 444,449 non-family households in non-farm
areas in 1961, 250,942 or 56.7% rented their accommodation, and
238,098 or 53.6% lived in apartments. Dominion Bureau of
Statistics, 1961 Census, Housing: Dwelling Characteristics By
Type of Household, 93-531 (Ottawa: Queen's Printer, 1961), Table
89.

281"7he Shift to Apartments," Financial Post, 30 December 1961,
p. 1. '
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A second reason why the rental construction of the 1950's
failed to relieve the rental problem was that most of the new
units were too costly for lower-income households, whose
ineffective demand for lower-priced accommodation wént
unsatisfied. With construction costs and interest rates rising
more rapidly than wages or other CPI goods and services,?"%?
private developers were simply unable to overcome their historic
inability to provide rental housing for lower-income households,
even with inflationary pressures pushing the acceptable rent-to-
income ratio towards 25%.2%%® Indeed, Leonard Marsh's 1949
assessment of the rental affordability situation - that the
provision of low- and even moderate-rental housing was not a
commercial proposition, particularly if it was to meet decent
standards - was equally applicable in the mid-1950's.2%%* In
fact, the Vice-chairman of the Vancouver Housing Authority
reiterated at a Vancouver housing conference in 1954 that
building costs made it impossible for private developers to
erect rental housing at rental rates affordable to lower-income
households and still break even.?%® New apartments in the major

cities, for example, were renting at levels of $100 to $150 per

242yheeler, "Need for Low-Rental," p. 89. Between 1945 and 1953,
average family income after taxes increased by 56% while
building costs increased by 82%. "House and Apartment
Construction Outbooms," p. 53. '

283yheeler, "Need for Low-Rental," p. 67.

248Marsh, "Economics," p. 31.

245yancouver Housing Association, Houses for All, p. 6.
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month in the mid-1950's,2%%¢ while the great majority of urban
households were unable to afford more than $50 to $112 per month

at 25% of income.,?2%7

Moreover, a 1955 study by housing policy analyst Michael
Wheeler suggested that the gap between commercial feasibility
and income structure was widening. Wheeler wrote:

"While it is true that wage rates have risen steadily in the
last ten years, building costs have also soared, with the
result that incomes which previously were able to support
an economic [financial recovery] rent are no longer
sufficient to pay rents of an amount which makes housing a
reasonable commercial proposition for landlords and
builders...it may be necessary for the purposes of defining
low-rental housing to extend the upper income boundary of
the lower-income group so as to include a portion of the
'middle' groups."?*4®

Similarly, Murray concluded in a 1964 study for the Ontario
Association of Housing Authorities that the housing system was
ineffective in providing housing for the lowest one-third to
one-half of the income range, which included significant
portions of mederate-income- earners.?*% The gap between market-
and financial recovery rent levels and affordable rents was
widening at such a pace, in fact, that James C. Downs, Housing
2465ee "House and Apartment Construction Outbooms," p. 54;
Wheeler, "Need for Low-Rental," p. 4; Chattoe, "Want to Rent?".
pp. 1, 3.
2871n 1953, 75% of Canadian household heads earned less than
$3,000 per year, and in 1958, 70% of urban households lived on

an average of $200 to $450 per month. See Rose, Regent Park, p.
206; Marrocco, "Housing Problem," p. 33.

S
248Wheeler, "Need for Low-Rental," p. 80.

24973, Murray, "Search for Shelter," p. 42.
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and Redevelopment Co-ordinator for the City of Chicago, and
President of the Real Estate Research Corporation, warned
participants at a 1956 Ontario Conference of Real Estate Boards

that:

"...except for the higher income group, the apartment house
is becoming obsolete."25°

Interestingly, as Table 13 illustrates, the rental »
provisions of Part II of the 1944 NHA which might'have assisted
the private sector to construct lower-priced housing by reducing
development costs were sparingly used. In fact, 74% of rental
units produced by the private sector between 1950 and 1963 were
constructed without government aid. One can speculate that the
"Limited Dividend program, despite the increased loan levels and
reduced dowﬁpayment-requirements offered at various times
throughout the 1950's, simply was not profitable enough, given
the returns to be reaped in the unrestricted upper-income rental

market. Indeed, a 1957 article in the Financial Post asserted

that commercial builders had lost- interest in-and-had abandoned
the Limited Dividend program due to insufficient profits.?5'
Even when the program was used the results were often

disappoiﬁting.

250gee "House and Apartment Construction Outbooms," p. 54.

251"New Homes for $45 a Month is Aim in Welfare Splurge,"
Financial Post, 2 November 1957, p. 20.




Iahle 13 Private Sector Rental Starts
Canada, 1949-1964
Assisted Private

Federally Sector Rental

Total Assisted Starts as % of

Private Sector Private Sector Total Private

Year Rental Starts [ Rental Starts | Rental Starfs
1 2 3
1949 24,875 9,616 38.7
1950 21,228 9,188 43,3
1951 16,346 3,754 23,0
1952 19,870 7,835 39.4
1953 28,026 9,752 34,8
1954 31,704 7,866 24.8
1955 33,848 8,571 25,3
1956 31,154 5,509 17.7
1957 33,548 9,622 28.7
1958 53,131 15,411 29.0
1959 42,865 9,205 21.5
1960 35,008 6,302 18.0
1961 43,322 14,554 33,6
1962 50,505 9,780 19.4
1963 67,521 10,158 15.0
1964 83,423 15,825 19,0
Source:

CMHC, Canadian Housing Statistics, Ottawa, Various Years.
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A 1957 article in Canadian Welfare suggested, for instance, that

it was necessary for government to impose upper rent limits of
$95 per month on apartments built under the rental provisions of
the NHA to render them affordable to at least the moderate-

income renter,?52

With new apartment construction out of the financial reach
of lower- and many moderate-income households, many in
government and building industry circles continued to believe
the needs of those households could be met by "filtering". As
the discussion Chapter 3 suggests, however, filtering had not
proven an effective way of meeting low-income housing needs.
Indeed, in a 1966 article, Toronto planner Murray Jones |
observed: . |

"...the supply of new housing for those who can afford it is

not sufficient to provide decent second-hand housing for

all those who cannot; the so-called 'filtering down'
process does not work..."253

Besides the quantitative and- financial reasons why private
sector apartment construction in the 1950's failed to relieve
the worst problems in the rental sector, a third reason was that
the majority of new units produced were unsuitable to those most
iﬁ need of rental, and especially low-rental, accommodation. The

studies and articles of the 1950's highlighted two particular

252"pcross Canada: Low-Cost Housing," Canadian Welfare 33
(November 1957):189.

253Murray V. Jones, The Role of Private Enterprise in Urban
Renewal (Toronto: Metropolitan Toronto Planning Board, 1966), p.
291 .
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elements of the population whose housing requirements were not
generally satisfied through the normal operation of the housing
market and on whom scarcities bore most heavily - the already-
familiar low-income family with children and the newly-
identified elderly household. The elderly segment of the
population, as a proportion of the total population, had grown
rapidly during the war and post-war decades.?®*% With the trend
away from extended-family living situations and with new
evidence suggesting age and non-labour force participation as
the most important characteristics associated with low
incomes, ?%% the housing conditions of Canada's elderly were at
the forefront of public discussion in the 1950's. Unable or
unwilling to maintain separate owner-occupied homes and living
on fixed incbmes, in somé caéés as low as the $40 tb $5O per
month provided under the 1951 0ld Age Security and 01d Age
Assistance Acts,?®® as many as 25% of elderly couples and 40% of
elderly singles were experiencing housing problems in 1964.257
Most of them were expending enormous proportions of their income

to secure comfortable housing, or living in the meanest

254The ratio of persons over 65 years of age had advanced from
1/18 in 1927 to 1/13 by 1952, and the number of persons over 65
years had increased by 42% between 1941 and 1952. Moreover, the
trend appeared to be long-term. See Goulding, "Housing Older
People," p. 38; Vancouver Housing Association, Houses for All,
p. 25.

255Jenny R. Podoluk, Incomes of Canadians, 1961 Census Monograph
(Ottawa: Dominion Bureau of Statistics, 1968), p. 14.

25€6yancouver Housing Assocation, Houses for All, p. 33; Dennis
Guest, The Emergence of Social Security in Canada (Vancouver:
University of British Columbia Press, 1980), p. 145.

2573, Murray, "Search for Shelter," p. 43.
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accommodation available which, but for the acute housing

shortage, would have been condemned.

Both of these population groups - families with children
and elderly households - require design features or special
considerations not generally provided in private sector rental
housing. Families with children, for example, are most
satisfactorily housed in ground-oriented dwellings with outdoor
play space and ample interior space. Senior citizens, too, are
best housed in ground-oriented dwellings with a minimum of
stairs. They also require other features such as non-slippery
floors, hand-rails and hand-grips in bathrooms, medium-height
shelves and equipment to minimize climbing and bending, sill-
less doofs to reduce the risk of tripping, above average
illumination, and good insulation, given their susceptibility to
the cold. Special consideration must also be given to access to
services and transportation lines, privacy and quiet without
isolation, garden space, security of tenure, and creation of a

sense of community when housing the elderly.

The product of the late 1950's apartment boom and of the
later 1960's boom - the high-rise block containing, for the most
part, bachelor and one and two bedroom apartments - did not
provide the features required by low-income families and elderly
households. Articles in the periodicals of the day were

critical. A 1950 article in the Financial Post reported, for

instance, that most families with children were forced to buy,

regardless of whether they could really afford it, because of
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the scarcity of large apartments.258 In a 1964 article, Morden
Lazarus of the Ontario Federation of Labour charged that in the
face of great need for low-rental housing for seniors and
familieé, private developers had been given the 'green lighf'
from all levels of government to build housing profitable to
them but disastrous for those really in need.?%° Another 1964
article also charged that the existing trend towards high-rise
apartments was ignoring the financial and suitability needs of
low- and moderate-income households. It noted:

"The Limited Dividend provisions of CMHC have been exploited

for high rise apartments, although demand for low-income

family accommodation called for other forms of multiple
housing."26°

~Conceding that high-rises were, perhaps, preferable to the
disgraceful shared basements which had been the onlyilow—rental
alternative, the article warned that they could hardly be
considered a permanent solution to the low- and moderate-rental

problem,

The Public Rental Sector. The public sector was only little

more successful than the private sector in meeting low- and
moderate-rental needs for a number of reasons. The first was

that the very poor - those on social assistance - were excluded

258Chattoe, "Want to Rent?", p. 3.
259Lazarus, "Social Justice," p. 13.

260Hans Elte, "Public Housing," Journal Royal Architectural
Institute of Canada 41 (August 1964), p. 34.
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from public housing by restrictive admission policies.?®' The
second was that the increased personal well-being which resulted
from residing in good quality, modern housing based on family
size and ability to pay was, in many cases, more than offset by
the serious social problems sparked and/or exaccerbated by slum
clearance and public housing projects. Communities, for
instance, were uprooted, and in many cases slum clearance took
place before alternative housing arrangements for the displaced
residents had been completed.?®? Sites for public housing
projects tended to be marginal, located on the fringe of metro
areas, distant from commercial areas, employment and
recreational opportunities and public transit, and adjacent to
expressways, railways or industrial areas.?%? In addition,
adequate consideration was not always given to the needs of'
large families in designing public projects. Finally, many of
the projects were large, drab, uninspiring, and
institutionalized and tended to spawn a sense of isolation from

the larger community among residents.

Most importantly, however, the 1944 slum clearance and the
1949 Section 35 public housing provisions were grossly
underused. As Table 10 indicates, by 1964 barely 12,000 public
261gee Wheeler, "Need for Low-Rental," p. 98; Wheeler, "Why Not

a National Housing Allowance?" Canadian Welfare 44 (1968):10;
Donnison, "Housing Problems and Policies," p. 43.

2625ee Task Force on Housing and Urban Development, Report, p.
65; N.H. Lithwick, Urban Canada, p. 205; Wheeler, "Study and
Action for Better Housing," Canadian Welfare 43 (January-
February 1967):5.

263pennis and Fish, Programs in Search of a Policy, pp. 182-183.




124

housing units had been constructed across Canada, a mere 2% of
total rental starts during the 1950-64 period, and only 7% of
federally-assisted rental starts.?®® In the face of the
estimated 870,000 low-income households living in substandard
conditions, doubled-up or paying excessive portions of income to
acquire decent housing,?¢® the 12,000 units are almost
inconseguential. Moreover, by 1964, the municipalities had made
use of only $3.2 million of the $20 million fund established in
1944 to acquire and clear blighted areas.?®® In commenting in

his 1964 study on the performance of the public sector between

1949 and 1964, Murray concluded:

"On the evidence the study concludes that present and past
activities in low-income...housing bear absolutely no
relationship to any realistic appraisal of the need in
Canada. Present procedures appear to be characterized by
ill-defined and divided responsibilities and by cumbersome
relationships between levels of government. The system is
barely adequate for the existing intermittent minute
production and offers little hope of achieving the
necessary expansion to cope with the actualities of the
problem. The really distressed housing circumstances of
thousands of Canadian families and individuals young and
old and the need for subsidies persist and grow in
magnitude."?¢7

A number of reasons have been suggested for the limited use

of the public housing and slum clearance provisions. One that

268assisted rental starts in the 1950-1964 period totalled
181,596 units. Central Mortgage and Housing Corporation,
Canadian Housing Statistics 1 (1956):Table 42, 1 (1957):Table
38, 1961:Table 37, 1964:Table 34.

2653, Murray, "Search for Shelter," p. 42.

266111ling, Housing Demand, p. 30.

2673, Murray, "Search for Shelter," p. 42.
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was often cited by federal officials when questioned regarding
the apparent failure of the two programs was municipal
reluctance to initiate action.?®® The municipal reluctance
stemmed, in part, from a lack of expertise and experience in
real estate development, an activity which had traditionally
been undertaken by private enterprise. It also derived from
financial considerations given the high costs of servicing land,
the relatively-lerr revenue-generating potential of publically-
owned property, and the limited taxation powers of municipal
governments. Although the Section 35 provisions created a
federal-provincial partnership, the legislation authorized the
provinces to pass on any proportion of their 25% share of the
expenses to the municipalities. At least one-half of the
provinces eleéted to do so, with most of those sharing the
burden on a fifty-fifty basis.?®® Even on a fifty-fifty basis,
many municipalities could not conceive of taking action.
Moreover, the narrow restrictions placed on the re-use of
cleared land under the 1949 NHA prohibited municipalities from
using valuable cleared central land for more lucrative purposes

than low-rental housing, and so many slums were left intact.

A third important factor in municipal inaction was, as

28870 initiate public housing projects, municipalities were
required to document the need for low-rental housing, to clear
blighted land, and to provide the municipal services public
housing projects would require.

2699yebec, however, required its municipalities to pay the full
25% provincial share of the program. Leslie Wilson, "Are We
Really Trying to Get Rid of Slums?" Financial Post, 30 September
1961, p. 26.
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Murray's conclusion hints, the length of time required to
implement a scheme given the complexities of co-ordinating three
levels of government. Albert Rose suggests that federal quality
criteria were so stringent and administrative procedures so
detailed that municipal bodies simply bogged down. The number of
steps the Toronto Housing Authority was required to go through,
back and forth between the three levels of government, for
instance, exceeded fifty in 1961-1962.27° At that rate, it is

remarkable that any public housing was built at all!

A final factor in municipal inaction was that, aside from
the campaigns launched by progressive groups such as the
Community Planning Association of Canada (CPAC) and various
welfare groups, there existed a great deal of public apathy and
even opposition towards public housing. As David Mansur,
President of CMHC, noted in a 1954 statement:

"Until the attitude of most Canadians changes, there will be

no appreciable growth of public housing in this

country...The Federal Government has yet to turn down a

proposal for public housing, and the. Provincial: Government

of Ontario has tried to convince municipalities of the

need. Lack of enthusiasm on the part of city councils is a
fairly accurate reflection of the electors' views."27!

The public opposition to pﬁblic housing stemmed from a
number of sources. Some simply opposed public housing because it
appeared to reward laziness, sloth, and immorality. Others

opposed it for reasons of self-interest - slum dwellers objected

270Rose, Canadian Housing Policies, p. 34.

2715ee Rose, Regent Park, p. 215.
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to the expropriation of their homes, property-owners feared
lowered property values and increased taxes, and the real estate
and building industries feared competition with the private
sector. Finally, some people opposed public housing out of a
lack of knowledge and understanding of the extent and severity
of the low-rental problem, and of the intent of the public
housing legislation. Indeed, Rose suggests that one of the
greatest obstacles the public housing program had to overcome
was public expectations that it should be a major answer, if not
the answer, to many of the social problems of low-income

households, 2?72

If municipal inaction was a factor in the limited use of
the Seétidn 35 public housing provisions, so too was provincial
indifference. While some provinces, as discussed ébove,
curtailed activities under the program by passing the heavy
financial costs on to the municipalities, others simply
refrained, for several years, from passing the enabling
legislation required under the federal statute to activate the
provisions. Whether due to lack of will or the absence of
appropriate institutional arrangements, by 1951 three provinces,
Alberta, Nova Scotia and Prince Edward Island, had yet to pass
complementary legislation. By 1959, PEI had still not done

50.273

2721bid., p. 212.

273Central Mortgage and Housing Corporation, Housing in Canada 7
(April 1952):14; A, Wilson, "Canadian Housing Legislation," p.
226.
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The final factor in the sparing use of the 1949 public
housing program was the federal government's management of the
program. Although R.H. Winters, the Minister responsible for
CMHC, and Mansur toured the country, ostensibly to encourage the
provinces to introduce enabling legislation, the federal
government displayed a startling lack of interest in program
uptake. Indeed, Winters had clearly foreshadowed the federal
position on provincial co-operation in the House of Commons in
1949, In introducing the program he had stated:

"We have no knowledge of the extent to which provincial
governments will participate in arrangements contemplated
by the legislation, and it may well be that certain
provinces will feel that the type of assistance proposed is
neither necessary nor desirable...There is no room for the
suggestion that the proposed enabling legislation is

" binding upon the provinces...I am hopeful that all the
provinces who have a problem will take advantage of this

legislation...All we can do at this stage is wait and see
what happens."27*%

Not surprisingly, the federal government was criticized for
failing to adequately promote the federal-provincial
partnership. R.E.G. Davis, Executive Director of the Canadian
Welfare Council, charged the federal government with adopting "a
policy of waiting passively for such advances as might be made
to it [Section 35]."275 A CCL brief to the House of Commons

Standing Committee on Banking and Commerce reitered the

27%House of Commons, Debates (1949), pp. 1295, 1315,

275pavis, "Canada's Discouraging Housing Programme," Canadian
Unionist 26 (July 1952):209.
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criticism, but more colorfully, noting that the federal
government had been content:

"to hide this particular light under a bushel, instead of
setting it on a national candlestick. The Government ought
to have trumpeted its achievements in putting this section
on the statute book four years ago, and ought to have
encouraged people all over the country to take advantage of
it. Instead it has been strangely reticent about one of the
things it should have been proudest of."2?7¢

Not only did the federal government fail to promote the
program, it showed little interest in modifying it to better
meet the needs of low-income renters. Indeed, in response to
CMHC requests in 1955 and 1957 to expand the program or to make
changes to improve the quality of public housing units, a senior
government official and member of the Board of Directors of CMHC
replied;_ |

"My main criticism of the statement [regquest] is that it
seems to assume that public housing is primarily an
instrument of social policy to remedy directly the
conditions of the poor who are living in bad housing...I
feel that the construction of any particular public housing
project should be based on economic and urban development
considerations primarily and that the needs of individual
tenants should be secondary...public housing projects:
-should also be at a minimum standard...[to] provide a bare
minimum of housing for the occupants...It seems to me that
this should be deliberately used...to make clear we are not
competing with private enterprise who we assume will be
building a more attractive product intended for those who
can afford it."277

The inaction at the municipal level, the indifference of

the provinces, and the disinterested way ‘in which the federal

27€Canadian Congress of Labour, "Housing Act Inadequate," p. 99.

277From a letter to the CMHC President,'February 12, 1957 cited
by Dennis and Fish, Programs in Search of a Policy, p. 174.




130

government managed the 1949 public housing program all point to
a striking lack of commitment to public housing at all levels of
government. Statements by federal officials suggest that this
lack of commitment stemmed, at least at the federal level, from
a philosophy of reliance on the private sector for housing
provision and a view of housing as a provincial and municipal
responsibility. During the Parliamentary debate on the 1954 NHA,
for example, Winters remarked:

"The government...believes in making it possible for private

enterprise to do as much of the job as possible and then -
and only then- for the state to participate."?7%

Similarly, CMHC's 1956 Brief to the Royal Commission on Canada's
Economic Prospects noted:

"It has been a guiding principle of national participation
in housing that, while the government may act to stimulate
and supplement the housebuilding market, it should not
assume direct responsibilities which are constitutionally
allocated to other governments or which could effectively
be borne by private enterprise."?27°%

Finally, the 1979 report of the Task Force:on CMHC observed of
the 1950's:

"Even though there was legislation focussing on the
objective of housing redistribution (ie. 1limited dividend
and public housing legislation), the emphasis was on
increasing the production of housing...government clearly
sought to increase the efficiency of the private sector and
to work with it to stimulate residential

278House of Commons, Debates (1954), p. 1574.

27%Central Mortgage and Housing Corporation, -Brief to Royal
Commission, p. 7.
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construction..."28°

The failure of the Section 35 public housing program to
substantially alter the low-rental housing situation underlines
the important role commitment and political will must play in
the resolution of social problems. Indeed, in commenting on the
disappointing results of the program in his 1955 study, Wheeler
concluded:

"Between the acknowledgement of a principle in legislation
and its practical realization there is...a vast area of
inaction, and no departure from traditional policy avails
anything if it is not accompanied by a change of thinking
among those people on whom the chief responsibility rests
for applying the new policy."28!

4.2 Recommendations for Government Action on the Rental Problem
Given the continuing serious situation in the rental
sector, housing critics and community groups continued to press

280Canada, Task Force on Canada Mortgage and Housing

Corporation, Report on Canada Mortgage and Housing Corporation
(Ottawa: CMHC, 1979), pp. 6-7.

281yWheeler, "Need for Low-Rental," p. 103,
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for more concerted government action.?82 They advocated the
creation of a federal Department of Urban Affairs and Housing.
They advocated the adoption of a multi-faceted housing program
designed to address the housing needs of various segments of the
population including the upper-income cohort, who are able to
acquire adequate and suitable housing on the private market
through their own resources, the middle-income cohort who are
able to secure adequate private sector housing if granted
favourable financial terms or assisted in some other way; and
the lower-income cohort who are unable to access private sector
housing even when market and financial recovery rent levels have
been reduced by subsidy and who thus require public housing.
Indeed, Murray noted in his 1964 study:

""...housing policy is obliged not only to ensure a
sufficient production of new and renewed dwellings, but to
ensure distribution in accordance with the total housing
market's varying ability to pay for shelter."283

In outlining the differing levels of housing needs, the
critics stressed that one aspect of the program could not

2825ee Rose, Regent Park, p. 15; Central Mortgage and Housing
Corporation, Brief to Royal Commission, p. 35; Laycock, "Public
Housing," pp. 253, 255-256; Rose, "Social Aspects of Public
Housing," Ontario Housing, Fall 1967, p. 20; J. Richard, "Co-
operative Housing in Canada," Public Affairs 10 (October
1947):239-242; Canadian Congress of Labour, "Housing Act
Inadequate," p. 99; Davis, "Discouraging Programme," p. 210;
Marrocco, "Housing Problem," p. 34; J. Murray, "Search for
Shelter," p. 39; Carver, "The Social Aspects of Housing,"
Journal Royal Architectural Institute of Canada 27 (February
1950):75; S.H. Pickett, "Urban Renewal Program," p. 4; Elte,
"Public Housing," p. 34; F.H. Finnis, "Slums and Property
Taxation," Canadian Tax Journal 16 (1968):158; Vancouver Housing
Association, Houses for All, p. 22; "Slum Renewal?" Canadian
Architect 7 (June 1962):9; Lazarus, "Social Justice," p. 13;
Higgins, "A Total War on Bad Housing to Meet the Current
Crisis," Saturday Night, 28 February 1948, pp. 6-7.

2833, Murray, "Search for Shelter," p. 40.
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substitute for another. The program should provide assistance
for home ownership, moderate-rental housing, building co-
operatives, and slum clearance and redevelopment or
rehabilitation. In addition, research was required into methods
of reducing housing costs, and of improving inter-governmental
co-operation on housing matters. Most importantly, however, if
the latent demand of those unable to meet market conditions was
to be addressed, the Section 35 public housing provisions had to
be more actively promoted or, 1f necessary, modified to produce
a more viable means of producing low-rental housing. The critics
stressed that low-rental housing had to be regarded as a normal
part of community development and as a social utility rather
than as a welfare or charitable operation.?®* Even J.R.
Nicholson, Minister yésponsible for CMHC and the National
Housing Act, admitted in the House of Commons in 1964 that low-
rental and public housing policy had been the federal
government's greatést single area of failure in housing, and
that given that 90% of houses built under the NHA since 1954 had
been for middle- and upper-income households, renewed emphasis

must be placed on the needs of low-income households.28S

The housing critics of the 1950's also pressed for changes
to the public housing program in order to ameliorate problems

which had been identified with it. They recommended that land

284carver, "Social Aspects of Housing," p. 75; J. Murray,
"Search for Shelter," p. 38.

285gee Nicholson, "War on Poverty," p. 6; "Across Canada:
Amendments," p. 229.



uses and housing types in public housing projects be varied, and
that means be found for integrating project residents more, fully
into the community-at-large. They also recommended social mix in
the projects for both economic and social reasons. By expanding
the income eligibility requirements for public housing to
include moderate-income households, for instance, the amount of
subsidy required to build a given number of units could be
reduced. Moreover, moderate-income households were increasingly
in need of public aid if they were to be adequately and
affordably housed. Indeed, as early as 1949, Marsh had noted
that housing costs had risen so much that public housing could
safely house a mix of low- and moderate-income households
without competing with the private sector.2?®® Similarly,
Wheeler's 1955 study concluded:

*Perhaps one of the most important points which emerges from
the study is that the need for an adequate supply of low-
rent housing presents a problem that cannot be wholly
solved by even the widest measure of slum clearance or by
providing for the very poorest groups alone. There are, in
addition, a large number of families with moderate incomes
who require rental housing of an adequate standard at a

price within their means, and so far these requirements-
have been only indifferently met."287

286Marsh, "Economics," pp. 32-33.

287Wheeler, "Need for Low-Rental," p. 102.
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4.3 Government Response to the Rental Problem

Despite the persistence of rental problems and the
recommendations for government action outlined above, federal
response to rental and low-rental problems during the 1950's and
early 1960's was minimal, and aid levels relatively low.2%88
Given the lucrative provisions for home ownership introduced
during the 1950's and early 1960's, one can only conclude, as in
the past, that the minimal response of government to rental and
low-rental problems derived not only from the government's
position regarding the role of both private enterprise and the
provinces in housing provision, but from its view of home
ownership as the desirable tenure option. Indeed, during the
Parliamentary debate over the 1954 NHA in which opposition
critics attacked the government for its seeming greater concern
for the security of the lending institutions and builders than
for the housing needs of low-income renters,?®% Liberal Members
of Parliament defended their promotion of home ownership. One
Liberal M.P. accurately reflected the view of many government
members in warning:

"I1f Canada is going to be great and strong...at home and
abroad; if we are going to make a contribution to the world

288Clayton Research Associates, Rental Housing in Canada Under
Rent Control and Decontrol Scenarios 1985-1991 (Toronto:
Canadian Home Builders' Association, 1984), Appendix B, p. B9.
This is hardly surprising given that a 1958 Senate Report of the
Standing Committee on Finance concluded that an extension of:
low-rental facilities under the NHA was not warranted. "Senate
Probe into Housing Spotlights Low-Cost Homes," Financial Post,
23 August 1958, p. 14.

28%House of Commons, Debates (1954), pp..1002, 1008, 1358.
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of today, then this nation of ours must be a nation of
home-owners."29%°

With regards to specific measures pertaining to rental
housing during the period, slum clearance grants and guarantees
on rental revenues continued, but the major rental provisions -
the moderate4rental Limited Dividend program and the Section 35
public housing program —‘remained essentially unchanged, despite
their proven inability to meet rental needs.?°®' Moreover, the
only rental clauses contained in the 1954 NHA were an
authorization for CMHC to direétly construct rental housing for
personnel of the Canadian Armed Forces, and a provision for
mortgage funds for the conversion of single-family dwellings to

multi-family dwellings.

Amendments in 1953 and 1956 removed the narrow re-use
restrictions for cleared land which had discouraged some
municipalities from engaging in slum clearance and public
housing development, and introduced-a significant degree of
flexibility into urban redevelopment; Henceforth, wvaluable
cleared inner-city land no longer needed to be used for low-
rental housing.but could be used for the most suitable purpose
consistent with an official community plan, provided

arrangements had been made for the appropriate rehousing of

2901bid., p. 1343.

2917 number of minor changes to the Limited Dividend program,
such as increasing the size of loans available to and reducing
the down-payment requirement for rental developers were made
during the period.
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displaced households. Obviously, however, the change did little
to promote the construction of rental housing. Another amendment
in 1956 authorized 50% to 75% federal grants for urban renewal

studies, in addition to the 50% grant for actual slum clearance

already in effect.

Amendments in 1960 provided for long-term, low-interest
loans of up to 90% of lending value for rental accommodation for
university students,?%? and extended the Section 35 (renamed |
Section 36 in 1954) provisions to cover the acquisition and/or
rehabilitation of existing housing for rent in areas designated
for urban renewal. Previously area-wide improvements had been
difficult in that some dwellings were not deteriorated enough to
warrant demolition. The }960 amendments also extended home
improvement loans to owners of rental property. In addition to
these amendments, the Municipal Sewage Treatment Loan Program
was introduced in 1960 in acknowledgement of both municipal
difficulties in financing the servicing of residential land, and
the importance of the availability of serviced land to housing
supply. As well, between 1957 and 1959 the federal government
operated the Small Homes Loan Program to assist in the
construction of small low- and moderate-rental houses. However,
less than 6,000 units resulted from the program?®3® which,

according to Minister of Public Works, Howard Green, was

.2%2Central Mortgage and Housing Corporation, Annual Report,
1960, p. 15.

293Clayton, Rental Housing Scenarios, Appendix B, Table B-11,
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designed more to create employment than anything else.2?9%*

It was not until the 1964 amendments to the NHA that the
federal government finally took decided action on the slum and
low-rental problems, and gave housing reformers some hope that
the low-rental problem would finally be addressed. The
amendments resulted from a 1962 review by CMHC of its low-
rental programs - a review stimulated by a CMHC Board of
Directors suggestion to trim the public housing program. The
1964 legislation extended the limited dividend provisions to
non-profit organizations willing to construct low-rental
housing, particularly for the elderly.2°5 Under the terms of the
Act, a non-profit corporation, defined as one wholly owned by a
province, municipality, or agent thereof, or one constituted
exclusively for charitable purposes, was eligible for long-term,
low-interest loans of 90% of lending value to construct new low-
fental units, including hostel and dormitory rooms for single
persons, or to purchase and convert existing bﬁildings for low-

rental use.

The 1964 amendments also established a loan fund of $100

2945ee H.H. Binhammer, "The Fiscal Implications of a Housing
Program," Canadian Journal of Economics and Political Science 29
(August 1963):336.

295geveral provincial governments passed concurrent legislation
to assist non-profit corporations to construct low-rental
housing for the elderly. A. Wilson, "Canadian Housing
Legislation,”™ p. 226.
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million,?%® through Sections 23A and 23B, for the preparation
and implementation of urban renewal schemes. Henceforth, the
costs involved in any economic, social or engineering research,
in planning the scheme, in the acquisition and clearing of land,
and in the installation of municipal services were to be shared
on an equal basis by the federal government. The amendment also
provided for federal support in employing persons to assist
property owners affected by the scheme in adjusting to it, and
to assist iﬁ the relocation of displaced households. Finally,
~under Section 23C, the urban renewal amendment authorized
fifteen year, low-interest federal loans to the provinces or
municipalities to cover two-thirds of their share of the costs

of preparing and implementing the scheme.?°’

Mést importantly, the 1964 amendments attempted to address
the deficiencies of the public housing program. Although they
maintained the federal-provincial partnership, renumbering it
Section 35A, in view of the apparent collapse of that
partnership,?®® the legislation provided an alternative formula
for the production of public housing. Under Sections 35B through
35E, the federal government offered short-term loans to the
provinces, municipalities or their agents tb cover 90% of the
296Rose, Prospects for Rehabilitation of Housing in Central

Toronto (Toronto: City of Toronto Planning Board and Central
Mortgage and Housing Corporation, 1966), p. 14.

2%7R.T. Adamson, "Housing Policy and Urban Renewal," in Urban
Studies: A Canadian Perspective, eds. N.H. Lithwick and G.
Paquet (Toronto: Methuen, 1968), p. 236,

298Rose reports that no approvals under Section 35 were given
after the economic downturn of 1957-58. Rose, Canadian Housing

Policies, p. 37.
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costs of acquiring and servicing land for public housing,?%®® a
provision making it possible for municipalities to establish
land banks for future low-rental needs. The same sections
provided for long-term loans to cover 90% of the capital costs
of constructing or acquiring and rehabilitating low-rental
dwellings, and to cover 50% of the operating losses which would
be sustained by offering the units to low-income households at

subsidized rent levels,3°0°

The 1964 amendments ushered in a new era in housing policy
in Canada and foreshadowed a greater federal commitment to
resolution of low-rental problems. Given considerable provincial
interest in the new public housing provisions and the general
prosperity of thé times, housing critics looked to the mid-
1960's, as they had the 1850's, with optimism that the

longstanding rental and low-rental problems would finally be

relieved.

29%ror the first time the legislation referred to the units as
"public housing".

30%Rose, Canadian Housing Policies, p. 40.
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CHAPTER 5
URBAN RENTAL PROBLEMS AND POLICIES, 1964-1985

Stimulated by a tremendous backlog of unsatisfied demand,
continuing high rates of immigration and urbanization, sustained
prosperity, and the coming of age of the post-war "baby boom"
generation, the residential construction boom which
characterized the 1950's and early 1960's continued for most of
the 1964-1985 period. Indeed, residential starts for the 1968~
1979 period averaged 229,000 units per year,®°' well above the
estimated requirement of 200,000 units per year made by both the
Economic Council of Canada (EEC) in 1967, and the federal Task
Force on Housing and Urban Development in 1969.3°2 The high
levels of apartment construction which had commenced in the late
1950's and early 1960's also gained momentum throughout the
1960's and into the early 1970's. By 1969, urban apartment

starts represented 62% of all urban residential starts,3°3

301Canada Mortgage and Housing Corporation, "Analysis of the
Rental Market," p. 3.

302mask Force on Housing and Urban Development, Report, p. 23;
Economic Council of Canada, Fourth Annual Review: The Canadian
Economy from the 1960's to the 1970's (Ottawa: Queen's Printer,
1967), pp. 133-134.

303yrban refers to centers of 10,000 and over population.
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though they fell off sharply shortly thereafter.

Despite the impressive statistics and a substantial
improvement in the quality of the Canadian housing stock over
the period,3®°"* however, the urban housing problem emerged as an
increasingly important topic of public concern throughout the
1960's, the 1970's, and into the 1980's. The conéern stemmed
from two sources. The first was the building industry's failure,
despite its generally excellent performance, to satisfy the
rampant demand for housing,®°® such that a shortage of housing,
and particularly of rental housing,3°® was evident throughout
much of the period.3°7 By 1981, in fact, vacancy rates in many

major urban centers were approaching zero.?°® Even more

30%1n 1976, only 2.1% of families remained doubled-up, compared
to 9.4% in 1951; only 4.3% of households contained more than 1
person per room, compared to 18.8% in 1951; and only 3% of the
housing stock lacked major physical attributes like plumbing,
heating and sanitary facilities compared to 40% in 1951. Task
Force on Canada Mortgage and Housing Corporation, Report, p. 30.

305gee Freeman, "The Housing Crisis," p. 69; Economic Council,
Fourth Review, p. 23.

306The 1967 ECC Report estimated the minimum number of apartment
starts per year which would be required by the end of the 1960's
at 120,000. But starts actually averaged 96,000 per year. See
Canada Mortgage and Housing Corporation, Canadian Housing
Statistics, 1977:Table 9, 1982:Table 9:; Economic Council, Fourth
Review, p. 135; Beatrice Riddell, "Ottawa's Push for New Homes
Less Effective for Apartments?” Financial Post, 8 November 1975,
p. 5; Wheeler, "National Housing Allowance," p. 9.

3075ee Murray Webber, "Canada's Housing Crisis is the Greatest
Ever," Financial Post, 29 April 1967, p. 7; Doris Boyle,
"Needed: 2.4 Million New Housing Units in 1970's," Financial
Post, 4 October 1969, p. 10; Task Force on Housing and Urban
Development, Report, p. 14.

*%8Canadian Real Estate Association, Housing in Canada,
Foreward, p. 11,
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important, however, was the increasing unaffordability of the
housing being produced, for both lower- and middle-income
households.?°? Periodic shortages of mortgage funds, rising land
and construction costs, and soaring interest rates combined with
the overall shortage to dramatically raise the price of both new
and existing housing which despite rising incomes and increased
labour force participation rose faster than any other component
of the Consumer Price Index (CPI) in the first half of the
period.3'® The price rise was so steep, in fact, that a 1967
article in Macleans warned:

"Already buying a house is beyond the reach of most
Canadians. Soon it will be only for the very rich."3'!

The political potency of the middle-class ensured that the
housing problem gained the pubiic spotlight. Indeed, in his

introduction to the proceedings of the 1968 Canadian Conference

309Housing affordability problems for middle-income households
increased despite the propensity of such households to have- two
wage-earners. See Illing, "The Rising Cost of Housing and
Problems of Financing," in Wheeler, Right to Housing, pp. 144,
161; Webber, "Canada's Housing Crisis," p. 7; Wheeler,
"Introduction," in Wheeler, Right to Housing, p. 13; Wheeler,
Right to Housing, p. 298; Boyle, "Needed," p. 10; Henry Fliess,
"Affordable Housing," Canadian Architect 22 (August 1967):19;
A.E. Diamond, Housing in the 1970's (Toronto: Canadian Housing
Design Council, 1970), p. 20; Task Force on Housing and Urban
Development, Report, p. 14; Paul Hellyer, "Crisis Ahead?"
Canadian Business 43 (1970):26; Canada Mortgage and Housing
Corporation, Projecting Long-Term Housing Requirements and
Assessing Current Housing Needs: The Canadian Experience, a
Monograph Prepared for the Seventh Session of the Working Party
on Housing; Economic Commission for Europe, Committee on
Housing, Building and Planning, Geneva, April 24-28, 1978
(Ottawa: CMHC, 1978), p. 2. .

310gmith, Housing in Canada, p. 12.

311gteed, "The Lingering Death,” p. 15.
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on Housing, Michael Wheeler noted:
"With the extension of the [housing] problem to the middle-
income groups, housing became a political issue of national

concern, in marked contrast with the public indifference of
preceding years."3'2

The issue became so prominent, in fact, that it prompted a hdst
of housing conferences and government-sponsored studies and task
forces dedicated to examining and prescribing solutions to
Canada's growing housing and urban development problems. The
major conferences and studies included ﬁhe 1967 Federal-
Provincial Conference on Housing and Urban Development, the 1968
Canadian Conference on Housing sponsored by the Canadian Welfare
Council (CWC), the 1969 report of the Task Force on Housing and
Urban Development, N.H. Lithwick's 1970 study on Canadian urban
problems, and. the 1972 report of the federal Task Force on Low-
Income Housing. In the late 1970's and early 1980's, major
housing-related reports were also prepared by the Canadian
Council on Social Development (formerly the CWC), by a federal-
provincial Task Force on ghe-Supply and Price:of Serviced
Residential Land, by a‘federal Task Force on Canada Mortgage and
Housing Corporation (CMHC), and by CMHC on the performance of
its social housing programs and of the rental market in general.
In addition, an All Sector National Housing Conference was
organized by the Canadian Real Estate Association in 1981, and a
symposium on the rental housing market and housing allowances

was sponsored by the Canadian Council on Social Development

312Wheeler, "Introduction," p. 13.
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(ccsp) in 1982.

Despite the attention focussed on the housing problem, the
deteriorating economic conditions and rising unemployment of the
1970's exaccerbated the affordability problem and dampened
production, particularly in the rental sector. By the mid-
1970's, a housing shortage amidst a large inventory of new but
unaffordable and thus unoccupied units was evident,3®'?® and the
1980's began with the housing situation approaching what the
Chairman of the 1981 All Sector Housing Conference, called "a

state of crisis",3'4

5.1 The Rental Problem

"Most of the conferences and studies of the 1964-1985 period
focussed on the housing problems of low-income households.3'S5

Given the generally lower incomes of tenants relative to home

313Mark Ricketts, "Hearth of the Matter is: Most of Us Can't
Afford One," Financial Post, 19 April 1975, p. 1.

318Canadian Real Estate Association, Housing in Canada,
Foreward, p. 11.

3155ee Wheeler, "Introduction," p. 13; Wheeler, Right to
Housing, pp. 268, 298; H.N. Colburn, "Health and Housing," in
Wheeler, Right to Housing, p. 227; Webber, "Canada's Housing
Crisis," p. 7; Wheeler, "Study and Action," p. 8; Fliess,
"Affordable Housing," p. 19; Canadian Council on Social
Development, A Review of Canadian Social Housing Policy (Ottawa:
ccsp, 1977), p. 33.
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owners,3'® and the large proportion of renters drawn- from the
lowest two income quintiles (as documented in Table 1 in Chapter
1), it is probably fair to say that much of the discussion at
the conferences and in the reports centered on low-income rental

problems.

The concern over rental housing in the past twenty years
has focussed on all three elements of the rental problem -
quality, supply, and affordability. Despite the overall national
improvement in housing quality, slum conditions and physically
inadequate, over-crowded, and unsuitable housing has remained a
problem for many renter households, particularly large families
and those on fixed incomes.3'’ A 1974 CMHC-Statistics Canada
study found that nearly 12% oﬁ'the rental étockuwas in poor
external condition and that renters were more than twice as
likely as owners to be living in poor housing.3®'® Even in the
1960's and 1970's, residual pockets of nineteenﬁh and early
twentieth century slum dwellings remained in evidence in large
urban centers, while much rural and native housing, which is not
the focus of this thesis, remains in extremely poor condition

today.

3'6In 1981, renter incomes averaged 45% lower than home owner
incomes and the incidence of affordability problems among
renters was more than 2/3 that of owners. Canadian Real Estate
Association, Housing in Canada, p. 151; Canada Mortgage and
Housing Corporation, Section 56.1 Evaluation, p. 35.

317gee Wheeler, Right to Housing, p. 268; Webber, "Canada's
Housing Crisis," p. 7; A. Onibokun, "Housing for Low-Income
Groups," Community Planning Review 22 (Spring 1972):23,

318gee Rose, Canadian Housing Policies, p. 169.




147

In addition, as a result of declining apartment
construction after 1973, shortages of rental housing were
evident across Canada throughout the 1970's and early 1980's.
Indeed, at the 1981 All Sector Housing Conference, the Director
of the Alberta Rental Incentive Programme reported the rental
housing shortage to be unparalleled in the history of the
nation.?®'% As a result of the shortage and as Table 14
indicates, rental vacancy rates plummeted. In the larger urban
centers, rates of less than 1% were not uncommon by the early
1980's,3%° and low- and moderate-income renters were once again
doubling-up and even residing in motels.3®2?' The situation
deteriorated to such an extent that in some urban areas
landlords and tenants were virtually at war. In Halifax, for
instance, where the rental vacancy rate fell to .5% in 1982,32%%
tenants formed the Metro Area Tenants Union to oppose the
removal or weakening of rent controls, to uphold tenant rights
and to ensure enforcement of fire, safety, health, and building

codes.

31%Canadian Real Estate Association, Housing in Canada, p. 155.

320yictoria and Vancouver, which suffered the worst rental
housing situation in North America in the early 1980's, had
rental vacancy rates of .1% and .2% in 1980-81. Thomas Hopkins,
"Hunger for Housing," Macleans, 30 March 198t, p. 36; "Sardines
in the B.C. Can," Macleans, 7 April 1980, p. 24.

321Hopkins, "Sardines," p. 24.

32230an Weeks, "Tough Times for Tenants - and Landlords;,"
Atlantic Insight 4 (July 1982):9.
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Iahla_IANaLl.Qqa.LMma_Anadan!asam
Rates,  Canadlan Census Metropo] jtan

Areas, 1964-1983
Vacancy Vacancy Vacancy Vacancy

—Year [Rate (%)| Year I[Rate (#)! Year [Rate (#)! Year

1964 5.5 1970 3.6 1976 1.3 1982 1.9

1965 4.4 1971 3.7 1977 2.2 1983 2.5

1966 3.1 1972 2.7 1978 3.0

1967 1.3 1973 2.1 1979 2.8

1968 2.6 1974 1.2 1980 2.1

1969 3.1 1975 1.2 1981 1.2
1. Vacancy rate In privately initlated apartment structures of 6 units

or more.

Source:

CMHC, Apariment Vacancy Survey, Ottawa, Various Years.

Statistics Canada, Housing Stock in Canada. The Provinces and
Territories, Ottawa, Varlous Years. '
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In return, landlords, caught between rent controls and rising
interest rates, established a computer checking network to
provide them with information regarding the credit rating,
personal habits and work record of current and prospective

tenants., 323

It was, however, the severe shortage of affordable housing
for lower-income renters which emerged as the major problem of
the 19606's, 1970's, and early 1980's,%2% and it was this eleﬁent
of the low-rental problem which received the bulk of the
attention at the conferences and in the reports. CMHC figures on
national shelter costs and family income suggest that rental
housing for the average family became mofe gffordable during the
1970's.3%25% Average rent-to-income ratios for renter households
dropped to 17.9% in 1972 from 18.3% in 1962, and declined even
further to 16.3% in 1976.32% The decline in rent—to—incoﬁe

ratios ended in the early 1980's, however, with the average

323y5eeks, "Tough Times," p. 9; Jane Cainey, "Halifax: Renters'
Rights Advocated," City Magazine 6 (Spring 1983):7.

328gee Council on Social Development, And Where Do We Go From
Here? Proceedings from a Symposium on the Rental Housing Market
and Housing Allowances, Winnipeg, October 4-6, 1982 (Ottawa:
CCsD, 1983), p. 70; Council on Social Development, Social
Housing Policy, p. xvii; Canada Mortgage and Housing
Corporation, Section 56.1 Evaluation, Executive Summary, p. 2;
Hulchanski and B. Grieve, Housing Issues and Canadian Federal
Budgets, UBC Planning Papers, Canadian Planning Issues, No. 12
(Vancouver: University of British Columbia, School of Community
and Regional Planning, 1984), p. 13.

325gee Canada Mortgage and Housing Corporation, Projecting, p.
15; Smith, Housing in Canada, p. 12.

326gmith, Anatomy of a Crisis, p. 13; Task Force on Canada
Mortgage and Housing Corporation, Report, p. 33.
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ratio rising to 18% in 1982 from 16% in 1978.327 Moreover,
average rent-to-income figures conceal the real affordability
and thus availability problems faced in some geographic areas??28
and by some groups, particularly senior citizens, large

families, and other traditionally lower-income renters.

Aggregate statistics, though not an entirely reliable
measure of reality, provide some indication of the extent of
rental affordability problems for lower-income households
throughout the period. In the early 1970's, the average rent
level paid in urban?®2?® Canada hovered around $120 per month,33°
though rents were significantly higher in the larger urban areas
like Toronto where older one bedroom units in the central city
commanded average rents of $185 pér month.33' However, the upper
incbme limits of the lowest two quintiles - $3,000 and $6,000
per year respectively?®3? - enabled them to pay rent levels of no

more than $62.50 and $125 per month at 25% of income. The

327Jeffrey Patterson, "Rent Review in Ontario and Factors
Affecting the Supply of Rental Housing," Draft Discussion Papers
in Social Policy, No. 1 (Toronto: Social Planning Council of
Metropolitan Toronto, 1985), p. 14.

3281n 1982, for instance, although rent levels were rising at a
rate equal to other CPI components on a national level, in nine
of fifteen major urban centers they were outstripping the
aggregate CPI. Ann Shortell, "Deeper into Rent Controls,”
Financial Post, 25 December 1982, p. 1.

329Urban is defined as non-farm.

330Ccanada Mortgage and Housing Corporation, Projecting, p. 15.

331"Food and Housing: Rents and Homes May Outpace the Increase
in Food Costs," Financial Post, 12 August 1972, p. 8.

332pennis and Fish, Programs in Search of a Policy, p. 68.
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situation for the average low-income renter was much worse. With
average annual incomes of $1,858 and $4,541,3%33 typical first
and second quintile renters, many of whom were o0ld age
pensioners, 33" could afford to pay no more than $38.70 and
.$94.60 per month for rent. By 1981, the average rent paid in
Canada was $296 per month,33% although average rents on new two
bedroom units ranged from $500 to $666 per month,33® with many
in the larger urban centers in the $800 per month and above
range.*?®’ Yet the annual income limits of first and second
quintile renters - $6,900 and $12,100, respectively3?® -
dictated that low-income renters could pay no more for rent than
$174 and $305 per month at the newly accepted 30% of income rule
of thumb. Though average income figures for first and second
quintile renters are not availabie, the situation of the average

low-income renter was undoubtedly worse.

The housing studies of the 1970's and early 1980's

3331bid., p. 60.

338The average annual incomes of o0ld age pensioners ranged from
$1,858 to $1,920. Ibid., p. 184.

335Canada Mortgage and Housing Corporation, "Analysis of the
Rental Market," p. 7.

336gee Carolyn Green, "Rent Controls Tighten Knot on Builders'
Purse Strings," Financial Post, 20 March 1982, p. S17; Canadian
Real Estate Association, Housing in Canada, p. 203.

337ghortell, "Higher Rents Push Most Tenants Out of Market,"
Financial Post, 5 June 1982, p. C18.

338Clayton, A Longer Term Rental Housing Strategy for Canada
(Toronto: Housing and Urban Development Association of Canada,
1984), p. 6.
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-documented the significance of such statistics for low-income
renters., The 1972 Report of the Task Force on Low-Income
Housing, known as the Dennis and Fish Report after Task Force
Chairman, Michael Dennis, and co-author, Susan Fish, noted that
first quintile renters experienced rent-to-income ratios three
times greater than fifth qguintile renters.3*3% The CCSD's 1977

Review of Canadian Social Housing Policy estimated that one

million private sector renter households, most of them living
below the official government poverty line, spent more than 25%
of income on rent in 1971, with over 60% of those househlds
spending in excess of 35%.3%° Similarly, the 1979 report of the
Task Force on CMHC observed that 23% of renters overall, and 57%
-and 36% of first and second quintile renters, respectively, were
épending more than 25% of income on rent in 1976, although the
average rent-to-income ratio at the time was 16.3%.3%%' By 1981,
the proportion of private sector renter households unable to
obtain suitable and adequate shelter at an affordable rent-to-
income ratio had fallen to 18% or 521,600 households, %2
although the figures are not strictly compérable with those of
previous years given that the rent-to-income ratio had increased

to 30%, and the formula for determining income had been

339pennis and Fish, Programs in Search of a Policy, p. 5.

34%Council on Social Development, Social Housing Policy, pp. 23,
25.

341Task Force on Canada Mortgage and Housing Corporation,
Report, pp. 32-35.

382g5ae Canada Mortgage and Housing Corporation, "Analysis of the
Rental Market," p. 1; Canada Mortgage and Housing Corporation,
Section 56.1 Evaluation, Executive Summary, p. 2.
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modified.

Considering all three elements of the rental problem, the
CCSD noted in its 1977 report that 1.2 million or 40% of all
renter households, two-thirds of whom lived below the poverty
line, were experiencing a housing problem.3**3 The situation was
so serious that B. Danson, federal Minister responsible for
CMHC, described the rental situation in 1975 as the "closest

thing approaching a crisis which confronts us".3%%

In order to understand why rental and low-rental problems
remain so serious today, fifty years after the Parliamentary
Committee on Housing documented the plight of renter households,
iftis necessary to examiﬁe abtivity in and government policy
towards all three rental sectors - private, public and non-
profit - during the past two decades. Before doing that,
however, a brief discussion of recommendations for government

action on rental problems is appropriate.

5.2 Recommendations for Government Action on the Rental Problem

Given the number of conferences, task forces and studies
during the 1964-1985 period, prescriptions for resolving the

ongoing rental problem were not in short supply. One theme

343Council on Social Development, Social Housing Policy, pp. 31,
33.

344%House of Commons, Debates (1975), p. 719.
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apparent throughout the entire period was targetting the "truly
needy", although there appear to have been as many definitions
of "needy" as there were interest groups.3*’ Proposals for
meeting the housing needs of the identified needy groups have
varied widely too, and quite diverse proposals have enjoyed
popularity at different times. The especially popular proposals
in the late 1960's and throughout most of the 1970's were
increased aid to non-profit, co-operative and limited dividend
developers, resident and public participation in the planning
and management of large rental developments, and an increased
emphasis on rehabilitation and conservation of older stock.
Longstanding calls for more intergovernmental co-operation and
planning, for additional aid for housing research, and for the
establishment of a federal ministry responsible for housing were
also reiterated. Other proposals which received some attention
included public land assembly and a mixed supply-demand scheme
whereby government would continue to fund non-profit, co-
operative or public housing while supplementing the incomes of
lower-income households to enable them to compete more
effectively in the private rental market. Finally, a significant
number of housing analysts suggested that the mobility

requirements of Canadian families,3®%® the costs of individual

3457he "truly needy" have been successively identified as single
low-income persons, senior citizens, native Canadians and other
minorities, single mothers, the working poor, low-income
families with children, the disabled, the chronically ill, and
moderate-income households.

3461n the 1968 period, one-quarter of Canadian families moved
every year. LaBerge, "A New Concept," p. 25.
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home ownership, and the land and tfansportation system
requirements of single-family dwellings were rendering home
ownership increasingly obsolete. At the 1968 Canadian Conference
on Housing, for instance, Albert ﬁose remarked:
"We can no longer expect to be known primarily as a nation
of home-owners: the very pace of our urban economic

development makes it absurd to remain wedded to these
assumptions of 1945 or 1955,"347

Given that an increasing proportion of Canadian households,
including families with chidren, were destined to remain renters
for most of their lives,?®%® society needed to raise rental
tenure from its "second-class" status and direct increased
energy and resources into rendering it a more attractive, secure

and suitable housing option.3%4%

Towards the end of the 1970's, the focus of proposed
solutions to Canada's rental problems shifted away from direct
government involvement in housing provision and towards renewed
reliance on a:government—supported'private sector. While some
analysts have continued to cite the need for government-assisted
non-profit and co-operative housing and even a revised public

housing program, a powerful lobby group composed of the

387Rose, "Canadian Housing Policies," in Wheeler, Right to
Housing, p. 136.

348gee Flemming, "Tenants Outnumber Landlords," p. 61; Rose,
"Cities of Cliff Dwellers," Canadian Welfare 44 (1968):235,

349gee Steed, "The Lingering Death," p. 15; LaBerge, "A New
Concept," p. 25; Canadian Real Estate Association, Housing in
Canada, p. 52; Flemming, "Tenants Outpumber Landlords," p. 61.
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development and real éstate industries has probosed phasing out
rent controls and the social housing programs,3®° except for
"special needs" groups such as the elderly and the disabled, and
selling off public and social housing units in favour of an
income-tested shelter allowance scheme. Central to this proposal
is the redefinition of the low-rental problem as an "incomes
problem™,35' the amelioration of which will enable the private
rental sector to function once again. Other current proposals
include increased private/public sector co-operation, production
incentives for private rental developers, the creation of a
separate residential mortgage and capital funds market with
stable or lower rates of interest than other financial markets,
and innovative ideas such as adaptable housing?52 which can be
easily and inexpensively tailored'to the needs of a variety of

housing consumers over its lifetime.

5.3 The Private Rental Sector and Government Response to the

Rental Problem

Private rental production remained at high levels
throughout the 1960's and early 1970's. Indeed, rental apartment

units represented almost 45% of all residential construction in

3501n this thesis, social housing refers to non-profit and co-
operative housing.

351gee Rose, Canadian Housing- Policies, p. 1913 NiH. Lithwick,
"Housing: In Search of a Crisis," Canadian Forum 48 (1969):9;
N.H. Lithwick, Urban Canada, p. 27; Task Force on Canada
Mortgage and Housing Corporation, Report, p. 35.

352Canadian Real Estate Association, Housing in Canada, p. 115.
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the 1960's.353 As Table 15 indicates, apartment starts, most of
which were a result of private sector initiative, rose from an
annual average of 12,400 per year in the late 1940's33*% to
83,600 in the late 1960's and 96,500 in the early 1970's.
According to Statistics Canada, the rental stock tripled between
1946 and 1983, mostly due to construction activity during the
1960's.35%5% By 1970, in fact, almost one-half of the two million
rental units in Canada had been built since 1960,3°%¢ and
apartments and flats accounted for 28.2% of the total Canadian
housing stock.3®7 The boom was especially prevalent in urban
areas of 10,000 and over population. In those centers, as Table
16 illustrates, apartment construction exceeded single-family
dwelling construction every year between 1963 and 1974,

' sometimes by two or three times. -

The apartment boom of the 1960's was a response to a number

of demographic and economic factors which spawned great demand

for rental housing.

3535ee Saywell, Housing Canadians, p. 191; Canada Mortgage and
Housing Corporation, Projecting, p. 12.

354Clayton, Rental Housing Scenarios, Executive Summary, p. 9.

3551bid., p. 8.

356Dennis and Fish, Programs in Search of a Policy, p. 353.

357Canada Mortgage and Housing Corporation, Projecting, p. 11.




158

Iahie 15 Private Sector Rental! Starts
Canada. 1964-1983
Total —Private Sector Rental Starts
Year Rental Starts (Units) As % of Total
1 2 3
1964 75,118 74,460 99.1
1965 ' 77,890 75,633 97.1
1966 51,551 45,452 88.2
1967 74,258 63,066 84.9
1968 103,383 90,757 87.8
1969 110,917 90,792 81.9
1970 91,898 68,211 74,2
1971 106, 187 ' 81,102 76.4
1972 103,715 85,074 82.0
1973 106,451 91,707 86. 1
1974 74,025 56,570 - 76.4
1975 70,361 51,999 73.9
1976 89,324 67,251 75.3
1977 92,327 81,002 87.7
1978 77,327 66,346 85.8
1979 58,387 52,065 89.2
1980 48,329 38,827 80,3
1981 61,609 48,462 78.7
1982 53,162 38,709 72.8
1983 44,124 30,617 69.4

1. Apartments used as proxy for renfaf.
Saurce:

CVHC, Canadian Housing Statjstics, Ottawa, Various Years.

Clayfon"Research Associates Limited (1984) Rental Housing In Canada
Under Rent Control and Decontrol Scenarjos, 1985-1991
Appendix B, Table B-11,

’
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Iable 16 !
Canada, 1964-1982
Total Single Family Apartment Starts?
Year Starts Starts (units) As % of Total
1 2 3 4

1964 133,562 50,387 71,910 53.8
1965 . 135,218 49,061 74,679 55.2
1966 108,329 48,270 49,178 45.4
1967 131,858 46,129 70,587 53.5
1968 162, 267 46,740 99, 244  61.2
1969 169,739 46,787 104,622 61.6
1970 150,999 40,859 85,788 56.8
1971 180,948 56,887 98, 820 54.6
1972 206,954 80,555 98,300 47.5
1973 211,543 85,089 98,776 46.7
1974 169, 437 78, 159 67,599 39.9
1975 181,846 83,827 63,642 35.0
1976 209,762 85,301 80,062 38.2
1977 200, 201 74,600 84,470 42,2
1978 178,678 72,932 69,087 38.7
1979 151,717 72,885 51,635 34,0
1980 125,013 60,688 43,215 34,6
1981 142,441 63,383 54,720 38.4
1982 104,792 39,113 48,379 46,2

1. Urban = Census Metropol itan Areas.

2. Includes Apartments and Row Houses.

Source:

'CMHC, Capadian Housing Statistics, Ottawa, Various Years.
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One demographic factor was a continuing trend to smaller, non-
family households as a result of a declining birthrate, a rising
divorce rate, and increased longevity.3®® A second was the
continued high rate of household formation resulting from the
aging of the post-war baby boom generation and rising income
levels. In all, CMHC figqures indicate that the rate of growth of
renter househclds rose from 66,000 per year in the early 1960's

to 107,000 per year in the early 1970's.35°%

The first economic factor spurring apartment demand was the
need to increase densities and to exploit economies of scale in
building given the sharply rising costs of land, construction
and servicing. Another was the existence of rental tax
preferences which rendered rental investment partiéularly
attractive to the wealﬁhy. A final economic factor was the
unaffordability of home ownership for many households.?¢° Though
there is not unanimous agreement on the point, a general
conclusion at the 1968 Canadian Conference on Housing and in

many media reports was that the price of houses for purchase had

358aAnnual net non-family household formation increased by 84%
between the 1961-1966 period and the 1966-1976 period. Smith,
"The Crisis in Rental Housing: A Canadian Perspective," Annals
of the American Academy of Political and Social Science 465
(January 1983):63.

359Canada Mortgage and Housing Corporation, "Analysis of the
Rental Market," p. 3. '

3607 1969 report by Kellough and Beaton Land Economists: observed
that the traditional movement of families from rental
accommodation to houses of their own had decreased by two-thirds
due to escalating prices and financing problems. W.R. Kellough
and W. Beaton, "Anatomy of the Housing Shortage," Community
Planning Review 19 (Spring 1969):18.
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outstripped increases in wage rates, average individual incomes
and average total incomes in the 1949-1967 period, particularly
for fixed-income households.3®*®' Whether they had or not,
statistics indicate that home ownefship was beyond the reach of
a substantial number of Canadians. In 1968, for instance, the
typical house financed under the National Housing Act (NHA) was
valued at $20,270.3%2 The average MLS listing in the twenty-five
major urban centers stood at $19,264,3%3%3% riging as high as
$27,637 in Toronto and $25,089 in Montreal.3®% Yet, given 1969
upper income limits of $3,000, $6,000, and $8,000 for the first
three income guintiles, 60% of the Canadian population could not
afford to purchase a house exceeding $20,000 in value.3®% The
situation was even grimmer if average income levels are

considered, with available homes selling well beyond the

361See Rose, "Canadian Housing Policies," p. 132; Wheeler, Right
to Housing, p. 271; A.L. Murray, "Alternatives to High-Rise
Development," Canadian Forum 52 (May 1972):40; Council on Social
Development, Social Housding Policy, p. 39; Illing, "Rising-
Cost,” p. 143; Smith, Housing in Canada, p. 12; Smith, "The
Housing Task Force," Canadian Banker 76 (March-April):43; Dennis
and Fish, Programs in Search of a Policy, p. 6.

362gmith, Housing in Canada, p. 35.

363Calculated from figures in Federal/Provincial Task Force on
the Supply and Price of Serviced Residential Land, Down to
Earth, Report of the Federal/Provincial Task Force on the Supply
and Price of Serviced Residential Land, Vol. II: Synthesis and
Summary of Technical Research (Ottawa: Queen's Printer, 1978),
p. 193.

641bid., p. 193.

3657his is according to the 2.5 times annual income rule of
thumb for house purchase. Dennis and Fish, Programs in Search of

a Policy, p. 6.
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capacity of the average third quintile household.®®® Figures
regarding the income levels of NHA house purchasers in the
1960's confirm the inaccessibility of home ownership to large
numbers of Canadians. In both 1961 and 1969, first quintile
households purchased 0% of new NHA houses in Canada, while the
second quintile's purchase rate of 1.5% in 1961 dropped to .7%
in 1969. Even third quintile households, who acquired only 21.2%
of new NHA houses in 1961, lost ground by 1969, purchasing only

16.6%.367

Despite the excellent performance of the private rental
sector during the 1960's, rental problems persisted for two
major reasons. Firstly, as a 1967 Cahadian Press Agen;y Survey
feported, the rental market remained almost universally tight
and expensive.3®® This situation resulted from both the high
demand for rental housing, and the loss of a considerable number
of affordable inner-city rental units, through conversion to
condominiums®%® or luxury apartments, and through demolition to
366The average annual income level of the third quintile in 1969
was $6,974 rendering $17,435 the average upper limit for house
purchase. Ibid., p. 60.
3671bid., p. 121.

3685ee LaBerge, "Housing - 1968," Canadian Labour 13 (February
1968):24.

369Hulchanski reports that renovations often deconverted
buildings of two or more units to single owner-occupied units.
The units deconverted were likely to be among those with the
lowest rents. Hulchanski, Role of Rent Regulations, p. 52.
Similarly, Greenspan reports that condominiums generally serve
higher-income tenants than do rental units. Task Force on: the:
Supply and Price of Serviced Residential Land, Down to Earth, p.
148. See also Smith, Housing in Canada, p. 15; Cainey,
"Halifax," p. 7; Gary Weiss, "Rent Controls Spark Move to
Condominiums,"” Financial Post, 20 July 1974, p. 10.
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make way for high rise development. The situation was further
exaccerbated towards the end of the 1960's as "whitepainting" or
gentrification®’° of older, somewhat deteriorated inner-city

working-class neighbourhoods became widespread.

Secondly, the rental units produced were, for the most
part, unsuitable to the low-income renters and particularly low-
income families most in need. The private sector continued, for
instance, to erect high-rises containing largely bachelor and
one bedroom apartments unsuited to family living.?7"
Consequently, even those renter families able to afford market
rent levels experienced difficulty finding suitable rental
housing.3?®?’2? Even when they were willing to settle for apartment
living, families encountered discrimihatioa in that few
apartment owners and landlords were willing to accept
children.3®73 Moreover, as 62% of all new housing constructed 'in
the metropolitan areas between 1961 and 1971 was situated in the
suburbs, 37* many of the rental units produced were physically

inaccessible to low-income households lacking transportation.

37%Gentrification involves the rehabilitation and upgrading of
housing in older, affordable neighbourhoods to satisfy
increasing demand for "character" housing on the part of young,
often childless, professional, and relatively more affluent
couples desirous of living in the inner-city.

37TRose, Canadian Housing Policies, pp. 177, 187. Rose reports
that a very small fraction of private rental development in the
past twenty-five years has been two bedroom or larger units.

372gmith, Housing in Canada, p. 16.

373Dennis and Fish, Programs in Search of a Policy, p. 198.

3741pbid., p. 34.
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Given the health of the private rental sector and its key
role in rental housing provision, federal rental assistance
throughout the 1960's was limited, falling to 5-10% of new
rental housing units in the early 1960's from 15-25% in the
1950's.37% Because these figures represent units constructed
under direct subsidy programs only and exclude units resulting
from indirect tax incentives, actual percentages for government-
assisted units were probably slightly higher. This decline in
federal assistance was largely a reflection of the termination,
in 1964, of the Limited Dividend program due to federal
dissatisfaction with the quality, maintenance, location and
unsuitability to family living of many of the units produced.3?7’¢
Moreover,'thé program suffered a high level of defaults and
imposed an excessive administrative burden. In addition, there
was some doubt regarding the ability of private landlords to
manage low-income housing, and some evidence of high-grading in
tenant selection, such that a- gap had begun to develop between
the income group served by limited dividend housing and that
served by public housing.?®’7 The program was, however,
reinstated in 1968 in response to the tight rental situation and

to growing concern regarding housing affordability for moderate-

375patterson, "Rent Review," p. 24; Clayton, Rental Houéing
Scenarios, p. 13.

376Dennis and Fish, Programs in Search of a Policy, pp. 227,
234,

3771bid., pp. 10, 242,



165

and middle-income households. The loan value was increased and
the limit on investment return removed with the reinstatement of
the program, although rént levels were still required to be
maintained $20 to $25 below market levels for fifteen years.?’®
Limited Dividend program activity and thus government rental
assistance rose sharply after reinstatement of the program,37’?
with the latter reattaining levels of 20-25% in the late
1960's.38° Most of the problems with the Limited Dividend

program persisted, however.38'

Though limited throughout most of the 1960's, federal
rental assistance virtually exploded in the 1970's, such that
assisted rental starts rose to 35-50% of all rental starts in
the late i970‘s.3°2 If tax system subsidies are considered as
well as the subsidies offéred under direct programs, more than
90% of total rental starts between 1973 and 1983 were

assisted, 383

3781bid., pp. 229, 233.

373Clayton, Rental Housing Scenarios, Appendix B, p. B2; Dennis
and Fish, Programs in Search of a Policy, p. 230.

380Clayton, Rental Housing Scenarios, p. 13; Patterson, "Rent
Review," p. 24.

381'pennis and Fish reported that between 1968 and 1970, for
instance, only 40% of LD units had three bedrooms or more, and
45% were in elevator buildings. Dennis and Fish, Programs in
Search of a Policy, p. 234.

382patterson, "Rent Review," p. 24; Clayton, Rental Housing
Scenarios, p. 13.

383patterson, "Rent Review," p. 27.
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A major facfor in the infusion of government funds into
rental housing in the 1970's was the abrupt decline in apartment
construction after 1973. As Figure 2 illustrates, with the
exception of a few peaks due to temporary government incentive
programs, apartment construction declined steadily from 1973
onwards, and by the end of the 1970's had fallen behind the rate
of new renter household formation.?®* Given the private sector's
dominance in rental construction, the declining apartment
construction was largely the result of a reduction in private
sector multiple-unit starts. (See Table 15) From an average of
44% of all residential starts in the 1965-1969 period, private

sector multiple-unit construction declined to 22% in 1975,385

The large increase in government assistance to rental
construction was primarily a result of the introduction of a
number of private sector incentive programs. Three major
programs were adopted during the 1970's and early 1980's: the
1974 Multiple-Unit Residential Building Program (MURB), the 1975
Assisted Rental Program (ARP), and the 1981 Canada Rental Supply

Program (CRSP).

38481n the early 1970's, new apartment starts exceeded new renter
household formation by more than 25%. By the late 1970's, new
apartment starts totalled more than 10% less than new renter
household formation, and by the early 1980's, the gap had
increased to 35%. Ibid., p. 5.

385gmith, Anatomy of a Crisis, pp. 36-37. As many of those
multiple units were condominiums, Smith estimates that only
30,000 units or 13% of all private residential construction in
1975 was actually rental..
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FIGURE 2

TOTAL APARTMENT STARTS, CANADA, 1971-1983
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These programs are discussed in more detail later in this
chapter. In addition, the federal government introduced a number
of minor initiatives designed to encourage private rental
supply. The minor programs included a 1975'authorization for
CMHC to directly finance private rental construction in low
vacancy areas, the 1975 Municipal Incentive Grant Program, which
offered $1,000 per unit grants to municipalities approving
medium-density moderate-rental housing, and 1978 conversion
loans to facilitate the conversion of non-residential buildings
to rental units. As well, in 1978 the Municipal Infrastructure
Program replaced the Municipal Sewage Treatment Program. As a
result of these programs, by 1978 annual federal assistance to

the private rental sector had reached $115.8 million.38¢

The debate regarding the factors contributing to the sudden
and rapid decline of the private rental sector is complex3%7 and
by no means resolved. Most housing analysts agree, however, that
two conditions likely precipitated the decline: falling demand
for rental housing and the deteriorating economics of rental

investment.

. Both demographic and economic conditions played a role in
reducing the demand for rental housing. The rate of new

household formation slowed throughout the 1970's. As well, the

386This total excludes MURB subsidies. Canada Mortgage and
Housing Corporation, Canadian Housing Statistics, 1982:Table 27.

3871t is complex because the factors are so interrelated.
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incomes of tenants relative to the general population and to
home owners declined,®®® resulting in reduced effective demand
among renter households.3®% Probably even more significant,
however, was a series of government actions between 1964 and
1984 to encourage home ownership among low- and moderate-income
households who had previously relied on the private rental
sector for accommodation.2?°® Following minor measures between
1965 and 1969 designed to.ease the financing for home owhership,
the federal government announced, in 1970, the allocation of a
special $200 million fund to encourage special innovations in
low-income housing production. The major program funded under
the scheme was the Assisted Home-Ownership Program (AHOP).
Implemented on an experimental basis in 1970-71, and officially
sanctioned in the 1973 amendments to the NHA, AHOP offered
geared-to-income loans at 2% to low- and moderate-income
households who were otherwise unable to afford home ownership

and whose incomes rendered them ineligible for public

388patterson, "Rent Review," p. 8.

389Would-be renters tended, as a result, to double-up or to
continue residing with their families.

3%0according to the Hellyer Task Force report, at least 80% of
Canadians aspired to home ownership in 1969 due to its
investment value and the absence of a suitable family housing
alternative. Task Force on Housing and Urban Development,

Report, p. 17.

3%91Under AHOP, loan conditions were such that mortgage and
interest payments could consume no more than 25% of family
income. Even so, a large number of the units produced under the
program were foreclosed, because even at 25% of income the low-
income owners could not afford to keep their payments up. See
Dana Mallin, "To Rent... Or to Buy," Canadian Consumer, 7
February 1977, p. 5; Hopkins, "Hunger," p. 40.
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housing.33%!

Other federal measures which increased the demand for home-
ownership relative to rental accommodation and which rendered
otherwise latent démand for home ownership effective included:
the 1972 tax exemption of capital gains on owner-occupied
housing; the Registered Home-Ownership Savings Plan (RHOSP)
introduced in 1974 and operational until 1985;3%2 home
improvement loans for owner-occupiers offered through the 1973
Reéidential Rehabilitation Assistance Program (RRAP); the 1982
Canada Home Renovation Plan (CHRP); the Section 58 direct
lending provision; home—bujer grants ranging from $500 to
$3,000; the 1982 Canada Home-Ownership Stimulation Plan (CHOSP);
the 1982 Canada Mortgage Renewal Plan (CMRP): and its 1984
successor, Mortgage Rate Protection Plan (MRPP). As well, the
provinces have offered a variety of home ownership incentives
ranging from home-buyer grants to refundable property and

mortgage interest tax credits.

As for the deteriorating economics of rental investment,
the gap between the costs of operating existing rental housing
and those of developing new rental housing widened considerably

in the early 1970's given dramatically inflated land,

3%2ynder RHOSP, non-home-owning tax-payers were allowed a tax-—-
free accumulation of up to $1,000 per year, to a total of
$10,000, as a downpayment on a house.
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construction and financing costs.3°2® In other words, the costs
of producing new rental housing (financial recovery rents)
escalated well beyond the rent levels the rental market could
bear. Conseqguently, new rental production of almost any
description became uneconomical. As Table 17 indicates, in 1974,
average monthly rent levels exceeded monthly mortgage payments
per unit of new rental housing by 10%.%°% By 1981, however, the
costs had escalated so much that monthly mortgage payments

exceeded average market rent levels by 94%.3%5

Given the poor economics of rental investment, it was
evident by the early 1980's that little private rental
development would take place in the absence of significant
government incentives, %% and that that which did take place
would be in the form of luxury units for those who could afford
to pay near financial recovery rent levels,3??’
3%37he cost to build a typical two bedroom apartment increased
by 150% to 200% between 1974 and 1982. Green, "Rent Controls
Tighten", p. S17.
3%4The monthly figure does not include operating costs.
3%5Given the deteriorating economics of rental investment and
the difficulty in renting new units at even break-even rents, it
was not uncommon in the early 1970's and again in the early
1980's to find rental investors offering lures to entice tenants
to their dwellings. One month free lodging, dishwashers,
racquetball courts and fireplaces are only some of the extras

prospective renters of new rental housing have been offered.

3%¢Green, "Vacancy Rate Sgueeze is Easing," Financial Post, 28
May 1983, p. 3t.

3%7Robert Block, "Shelter for the Poor," Macleans, 12 March
1984, p. 62.
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Iable 17 The Gap Between Financial Recovery
and Market Rents, Canada, 1964-1983

Monthly Payment
Average Priced Average Nominal
Year NHA Apartment! Monthl|y Rent? Size of Gap
1 2 3
1964 $ 64,20 $ 79.00 -18.7
1865 67.00 80,20 =-16,5
1966 72.10 83.60 -13.8
1967 77.50 90.40 _ -14.3
1968 88.20 99.70 -11.5
1969 94,20 108.60 -13.3
1970 96,20 116,00 =17.1
1971 92.00 120.00 =23.3
1972 97.70 122,00 -19.9
1973 110.90 127.20 -12.8
1974 124,30 138.00 -9.9
1975 174,80 153,70 13,7
1976 198.80 175.00 13.7
1977 223,90 190.40 17.6
1978 235.80 204.00 15.6
1979 268.40 224,80 19.4
1980 358,50 248,00 44,6
1981 528.90 272.90 93.8
1982 506.70 310.00 63.5
1983 473,30 337,90 40,1
1. lﬁcludes construction, land and soft costs minus 25% equity.
2. Includes utilities.

Source:

Clayton Research Assocliates Limited (1984) Repntal Housing in Canada

Under Rent Control and Decontrol Scenarjos, 1985-199], Appendix
A, Table A-26.
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Indeed, in a 1982 article in the Financial Post, Richard Shiff,

Chairman of Bramlea Limited, one of the largest rental
developers in Toronto, is quoted as saying:
"'T fully realize that to proceed in the rental market today

without some form of government assistance would be
economic suicide,'"398

Yet government assistance to private rental development was
being reduced in the late 1970's and early 1980's as both
federal and provincial governments sought to restrain spending.
Consequently, many private developers began to look for
alternatives to rental investment. Some of the large development
corporations left the residential construction business
altogether in favour of more profitable commercial and
industrial development. Others reverted to single-family
dwelling construction given the rising demand for such housing,
and the larger profits there.3®%% Still others remained in
multiple-unit residential development but concentrated on
producing condominium units for sale to prospective home owners,
given the higher return on such units and their exemption from

rent controls,®©°°

3%8gee "Market Has Potential Despite Roadblocks," Financial
Post, 20 March 1982, p. Si6.

39%Ricketts, "Apartments Will Go Up, Despite Controls,"
Financial Post, 22 May 1976, p. Sb5.

400gee Weiss, "Rent Controls," p. 10; Janet McClain, "Is Rental
Housing at a Dead-End?" Perception 7 (September-October 1983):
13. Among NHA-Financed units, the percentage of new multiple-
unit dwellings sold as condominiums increased steadily from 5.2%
in 1972 to 20.2% in 1975, reaching over 50% in metropolitan
Toronto in 1976. Council on Social Development, Social Housing

Policy, p. 15.
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The rent-cost squeeze experienced by rental developers has
been exaccerbated by both the decline in rental housing demand
and in relative renter household incomes, which have precluded
increases in market rent levels,®°' and by high vacancy rates in
new buildings which have often resulted in negative cash
flow.%%2 As well, the private rental incentive programs of the
1970's offset a great proportion of the increased costs of
rental development, with the result that new projects became
economically viable without as substantial an increase in rents
as would normally be expected.®?® Indeed, the 1984 CMHC analysis
of the rental market noted that not only was there no evidence
that the programs had facilitated adjustment of the market to
changing conditions, bﬁt they had probably created disincentives
to adjustment.*%* Finally, government regulatory measures such
as zoning and building codes, public land banking, land

speculation and transfer taxes, landlord and tenant legislation

407TReal gross rents decreased by 34% between 1971 and 1981,
Smith, "Crisis in Rental Housing," p. 71.

4021n Montreal in 1979, vacancy rates in some recently completed
apartment blocks were as high as 35%. See S.E. Gordon, "Healthy
Mortgage Funds for 1979 But Apartment Prospects Dimmer,"
Financial Post, 13 January 1979, p. 13; Smith, Housing in

Canada, p. 17.

403Clayton's 1984 study of the rental market concluded that the
expensive incentive programs did little to address the gap
between market and financial recovery rents. See Clayton, Rental
Strategy, pp. iii, 12; Canadian Real Estate Association, Housing
in Canada, p. 152.

40%Canada Mortgage and Housing Corporation, "Analysis of the
Rental Market," p. 24.
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and rent controls have been cited by investors as contributing
to the rent-cost squeeze. Rent controls have received the
greatest share of the criticism, Largely as a result of the
federal Anti-Inflation Program which began in 1975, rent
controls were operational in all provinces by early 1976.%°°%
Though the federal program ended in 1978, eight provinces still
retain controls, though a number have experimented with
decontrol. Though this paper does not propose to enter the
inconclﬁsive debate over the impact of rent controls on rental
production, it is important to acknowledge that whether or not
rent controls actually do impede an investor's ability to turn a
profit on rental property, the fact that potential investors

believe they do is enough to spark declining investment.

While falling demand and deteriorating economics may have
acted as the catalysts for declining rental production in the
late 1960's and early 1970's, housing analysts have suggested a
number of additional factors which in the ensuing years have
contributed to the rentalvmarket's failure to adjust to the
changing demographic and economic conditions, and which have

thus contributed to declining rental production.

One factor is the tax system reform introduced by the
federal government in 1972, Before 1972, rental housing

investors benefitted substantially from a number of long-

405B.C. had already implemented controls in 1974, and Quebec and
Newfoundland had never completely phased them out after World
War II,
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standing tax provisions contained in the Income Tax Act. The
allowable depreciation rate on rental property, for example, was
twice the actual rate. Rental investors also enjoyed the right
to pool all rental buildings for tax purposes and thus defer the
tax on recaptured depreciation upon sale of a building as long
as rental properties with unallocated capital cost allowances
(CCA's) remained in the pool. In addition, individual and
corporate investors could shelter income by claiming CCA's for
buildings, exclusive of land, against income from any sourcé.
Finally, capital gains on real estate were not taxed, and rental

investors were accorded special tax treatment on death.

The 1972 tax reform eliminated all but the first of these
tax incentives.‘The‘tax deferral was eliminated by révisions
which created a separéte appreciation class for each rental
building worth $50,000 or more, such that accummulated
depreciation was to be recaptured and treated as income in the
event of sale. The revisions also abolished the tax shelter by
preventing investors other than real estate corporations from
claiming CCA's on rentél property in excess of the income from
the property. Henceforth, CCA's could only be used to create a
loss against rental income. The tax reform also resulted in the
introduction of a capital gains tax except on the sale of
principal residences, a tax which required that 50% of the gain
from rental investment be treated as income. It also resulted in
the deemed realization on death of one-half the gain on- real
estate investment. Finally,‘the revisions required the

capitalization of carrying costs (interest and property taxes)
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on undeveloped land and prohibited the treatment of these costs

as operating expenses.

The effect of the revisions to the Income Tax Act was to
significantly lower the after-tax yield for investment in
residential properties, to reduce the liquidity of real estate
investment, and to decrease the desirability of rental housing
investment viz a viz commercial, industrial and other types of
residential property investment.®®® Indeed, by 1974 private
sector multiple starts had fallen to 56% of their 1969 level

while private sector single-family starts had risen by 45%.%°7

A second factor contributing to declining private rental
production during the 1970's and 1980's is the ephémeral nature
of the federal rental incentive programs. The ad hoc
introduction, modification and elimination of the programs and
doubt as to their continued évailability have generated
considerable uncertainty among rental developers as to whether

rental investment will remain viable long enough to cover

“06In the House of Commons, Bill Clarke reported, for instance,
that in Vancouver in 1969-70, applications for multiple-unit
housing averaged 8,000 per year with new rentals outnumbering
condominiums by 7 to 1. By 1972-73, applications were down to
7,000 per year, with rentals outnumbering condominiums by only 3
to 2. By 1975, applications for multiple-unit housing totalled
only 6,200 with condominiums outnumbering rentals 6 to 1. (The
rent controls introduced in 1974 may have had some impact on
these latter figures.) House of Commons, Debates (1973), p.
9743,

4078smith, Anatomy of a Crisis, p. 27.
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initial investment.®®® Two particularly illustrative examples of
ad hoc rental programs are MURB and ARP. The 1974 MURB provision
permitted rental investors other than real estate corporations
to once again shelter income by deducting losses due to CCA's
and front end (soft) costs from income from any other source.
The provision was enacted in response to the dramatic decline in
rental housing production after the elimination of the tax
shelter in 1972, and in response to intense lobbying by the
development industry. Developers claimed that the defunct tax
shelter had been the only acceptable financing vehicle for
rental construction, and that it had been difficult even before
the tax reform to attract investors to rental housing.“°® MURB
was intended as a ‘temporary stimulus and initially applied only
to new. multi-unit fesidential construction commenced between
November 1974 and January 1976. It.was subsequently extended to
the end of 1976, and then annually to the end of 1979, Following
a dramatic decline in rental construction, the MURB was
reinstated in October 1980 and finally allowed to expire in

December, 1981.

ARP, a low- and moderate-rental program, replaced the

Limited Dividend program. Introduced in 1975 as a $600 per unit

~ %098The on-again-off-again nature of the programs is a result of
federal financial concerns. Between 1976 and 1982, the federal
government spent $3.3 billion on rental housing alone. Canada
Mortgage and Housing Corporation, "Analysis of the Rental
Market," p. 16.

4095gee Green, "Federal Budget Still Causing Concern," Financial
Post, 20 March 1982, p. S16.
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capital grant®'® designed.-to decrease each year for the
remainder of the agreement with the rental investor, it was
modified three times before being phased out in 1978. The first
modification replaced the grant with an interest-free loan of
$1,200 per year in the first year, decreasing annually over the
term of the agreement, the second decreased the maximum loan
level to $900 per unit ber year, and the third introduced a new

delivery mechanism.

MURB and ARP were not the only private rental sector
programs which caused uncertainty among rental investors during
the 1970's and early 1980's. Reference has already been made to
the phasing in and out of the Limited Dividend program and
va;ibus_rent control schemes - actions which caused confusion
regarding future profitability of rental investment. In
addition, the CCA write-off provision underwent at least seven
changes between 1972 and 1982 and the soft-cost allowance was
modified a number of times as well,®'! making it difficult, if
not impossible, to determine fair market values, market rents
and rates of return. Finally, CRSP, which offered rental
investors interest-free loans of $7,500 to $14,000 per unit*'?
to- build moderate-rental housing in particularly tight markets,
4#1%Huylchanski, The Assisted Rental Program (ARP), 1975-1978: An

Evaluation, Research Bulletin No. 3 (Ottawa: Co-operative
Housing Foundation of Canada, 1982), p. 3.

#17Council on Social Development, Where Do We Go? p. 87.

Y125ee Canada Mortgage and Housing Corporation Canada Rental
Supply Plan, Public Relations Bulletin No. 340 (Ottawa: CMHC,
1982), p. 1; Economic Council, Lean Times- Policies and
Constraints: Nineteenth Annual Review 1982 (Ottawa: ECC, 1982),
p. 49.
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was introduced in 1981 only to be terminated in 1984. Finally,
all of the minor private sector programs had lapsed by the end

of the 1970's.

The final factor often cited as contributing to declining
private rental production is the growth of a non-profit rental
sector which targets low- and middle-income households. In his
1977 monograph on Canadian housing policy, L. B. Smith concluded
that with the growth of the non-profit sector housing policy had
come to be used more and more to redistribute income and that
such policies were destroying the private sector's incentive and

ability to supply rental housing,%'3

Despite the private sector's historic inability to provide
low- and moderate-rental housing and its clear inability in the
past ten years to provide almost any type of rental unit,
government has continued to rely heavily on the private sector
for rental supply. As Table 18 illustrates, except for the laﬁe
1960's and early 1970's when government rental policy focussed
on publically-developed low-rental housing, most of the rental
units assisted in the past two decades have been produced by the
private sector. Even from 1973 onwards, when the private sector
was in decline, more than 70% of assisted rental units were

privately developed.

#13gmith, Anatomy of a Crisis, p. vii. The non-profit sector is
discussed later in this chapter.




181

Tahle 18 er t Assjst
r B f -198
Assisted
Total . 1 Private Sect.,|Public Sectog|Non-Profit Sect
Year Rental Starts|Rental StartS|Rental Starts! Rental Starts
1 2 3 4

1964 75,118 1,717 514 144
1965 77,890 70 1,156 1,105
1966 51,551 -- 4,387 1,612
1967 * 74,258 - 10,088 1,104
1968 103,383 1,956 10,300 2,237
1969 110,917 7,364 17,207 2,918
1970 91,898 19,440 20,257 3,430
1971 106, 187 11,059 21,976 3,109
1972 103,715 8,470 16,828 1,813
1973 106,451 4,311 13,537 1,207
1974 74,025 17,015 12,403 5,052
1975 70,361 51,942 13,354 5,008
1976 89,324 46,295 13,828 8,245
1977 92,327 77,044 6,763 4,562
1978 77,327 37,483 7,800 3,178
1979 58,387 20,000 1,601 4,721
1980 48,329 20,000 1,331 8,171
1981 61,609 20,000 1,367 11,780
1982 53,162 30,744 1,210 13,243
1983 44,124 25,265 1.299 12,208

1. Apartments Used as Proxy for Rental.

2. Includes Estimate of MURB Starts, 1975-1983.

3. includes Public Housing and Student Housing.

Saource:

CMHC, Canadian Housing Statistics, Ottawa, Various Years.

Clayton Research Associates Limited (1984) _gn_gl_ﬂgugLng_JiszuEuﬁ

Under Rent Control and Decontrol Sceparjos, 1985-1991, Appendix
B, Table B-11,




Even with the infusion of public funds into private rental

development in the 1970's, however, rental problems have

persisted. One reason is

that the private sector incentive

programs did not have a significant impact on rental supply.®'®

ARP produced 122,791 units®'® and MURB 195,000,%'¢ the latter

representing 30% of all row and apartment starts between 1976

and 1981.%'7 Notwithstanding such figqures, a study by housing

policy analyst, I. Lithwick, suggests that 40% of those units

would likely have been constructed even in the absence of the

incentives.®'® Moreover,
programs were registered
not guaranteed to remain
évidence of poor»quality
which both reduces their

quality problems.*'® The

many of the units produced through the
as condominiums which means'they are
in the rental market. Many others show
construction and poor maintenance,
lifespan and contributes to rental

impact of the programs has been further

“14Canadian Real Estate Association, Housing in Canada, p. 108.

415Hulchanski, ARP, p. 17.

“16Robert Dowler, Housing-Related Tax Expenditures: An Overview

and Evaluation, Major Report No. 22 (Toronto: Centre for Urban
and Community Studies, University of Toronto, 1983), p. 44.

171bid., pp. 44. Because the provisions permitted stacking of
ARP and MURB subsidies, however, it is difficult to assess
accurately how many units were produced as a direct result of
either of the programs. As many as 70% of all ARP units may also

have been MURB's.

418g5ee Dowler, Housing Tax Expenditures, pp. 44-45.

4151, Lithwick's study notes than many ARP units show evidence
of poor quality construction as a result of attempts to reduce

costs. As well, the MURB

tax shelter was enthusiastically

utilized by absentee landlords who have little incentive to
provide either good maintenance or management. See Hulchanski,
ARP, p. 23; Canadian Real Estate Association, Housing in Canada,

p. 63; Dowler, Housing Tax Expenditures, pp. 48-50.
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eroded by the tendency of developers to demolish older CCA and
MURB buildings in order to avoid payment of deferred taxes upon
sale of the building.%?° CRSP, which produced 21,000 units,
suffered similar weaknesses - a 1984 CMHC report charged, in
fact, that it had had no effect on the level of rental housing

construction,*?!

A second reason why rental problems have persisted despite
considerable government aid to the private rental sector is that
the units produced through the private incentive programs were
not affordable to lower- and sometimes even moderate-income
households.®22? The average income level in a sample of new
limited dividend units in 1970, for example, was $6,551.%%23 Yet,
ubper ihcome limits for the first two quinfiles at that time
were $3,000 and $6,000 per year. As for the later programs,
despite an estimate by Clayton Research Associates that ARP/MURB
subsidies slowed the rate of rent increases between 1976 and

1977, most studies suggest that the subsidies had little

420aAs a result of such practices, City of Vancouver Housing
Planner, Ann McAfee, estimated that in Vancouver the
construction of two ARP/MURB units resulted in the net addition
of only one rental unit to the total stock. See Hulchanski, ARP,
p. 18.

“21Canada Mortgage and Housing Corporation, "Analysis of the
Rental Market," p. 24.

422Council on Social Development, Where Do We Go? p. 96.

%23pennis and Fish, Programs in Search of a Policy, p. 238.
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beneficial effect on rent levels.%?% A CMHC study, in fact,
found that 1977 ARP/MURB rent levels were anywhere from 13% to
96% above market rent levels in selected municipalities.®??
Similarly, most CRSP units in the Vancouver area in 1984 were
renting at at least market levels,®2?® not too surprising a
finding given that the program contained no mechanism to control
rent levels or suite allocation. The only way any of the ARP,
MURB or CRSP units would benefit lower-income tenants is if they
"filtered down" to them. However, as noted in Chaptef 3, there
are serious practical problems with the theoretically viable

concept of filtering.

5.4 The Public Rental Sector and Government Response to the

Rental Problem

With private rental production booming in the 1960's, the
majority of federal rental assistance was directed towards an
expanding public rental sector.

424gee Clayton, "The Growing Rental Housing Shortage in Canada:
Causes and Solutions" (Toronto: Clayton Associates, 1980), p. 7.
A 1982 study by Gau and Wicks suggests that program benefits
were capitalized in land prices in the tight Vancouver market.
G.W. Gau and A. Wicks, "The Impact of ARP and MURB Programs on
the Vancouver Housing Market" (Vancouver: University of British
Columbia, Faculty of Commerce, 1982), p. 11. Also Goring and
Norbrega found most ARP/MURB rent levels at the top end of or
above market rents. See Dowler, Housing Tax Expenditures, p. 47.

425gee Hulchanski, ARP, p. 24. Government measures to render ARP
units affordable by setting a maximum unit price, a maximum
floor area, and by inversing the relationship between rent
levels and loans were largely offset by the fact that since the
program was designed as a supply stimulator, rent: levels. were
left free to adjust to market levels after the first year.

426"Interest Free Mortgages Sparked Apartment Boom," Vancouver
Northshore Real Estate Weekly, 20 January 1984.




CMHC, Capadian Housing Statistics, Ottawa, Various Years.

Clayton Research Associates Limited (1984) Rental Housing in Canada
Under Rent Control and Decontrol Scenarios, 1985-1991, Appendix
B, Tables B~5 & B-11.

Iahle 19 Pub] ic Sector Starts, By Program
Ca 83
Public Housing Starts ;zszc
As % of Sector
Section | Section : Total Student Rental
Year 140 (35A) 143 (35D) Jotal Starts | Housing Starts
1 2 -3 4 5 6
1950-1963( 11,624 - 11,624 11,624
1964 514 - 514 .68 514
1965 =190 1,318 1,128 1.4 28 1,156
1966 596 3,283 3,879 7.5 508 4,387
1967 1,280 7,278 8,558 11.5 1,530 10,088
1968 1,493 7,785 9,278 9.0 1,115 10,393
1969 997 14,606 15,603 14.1 1,604 17,207
1970 2,144 17,525 19,669 21.4 588 20,257
1971 2,010 19,234 21,244 20.0 732 21,976
1972 1,786 14,297 16,083 15.5 745 16,828
1973 2,514 10,915 13,429 12,6 108 13,537
1974 2,449 9,954 12,403 16.8 12,403
1975 809 12,545 13,354 19,0 13,354
1976 1,660 12,168 13,828 15.5 13,828
1977 1,517 5,246 6,763 7.3 6,763
1978 1,868 5,932 7,800 10.1 7,800
1979 1,525 76 1,601 2.7 1,601
1980 1,331 - 1,331 2.6 1.331
1981 1,367 - 1,367 2.2 1,367
1982 1,210 - 1,210 2.3 1,210
1983 1,299 == 1,299 2,9 1,299
Saurce:
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As Table 19 indicates, the production of public housing rose
from 12,138 units in the fifteen years between 1949 and 1964 to
169,827 units in the eighteen years between 1965 and 1983, for a
total of 181,965 units. This represented an increased commitment
of funds for public housing from $172 million between 1949 and
1967 to $377 million in 1968 and 1969 alone.'?’” As for urban
renewal, by 1969 federal funds had financed 198 urban renewal
studies and 135 urban renewal schemes, and 48 urban renewal
projects had been authorized, for a total investment of more

than $131 million, %28

The increased federal assistance to the public housing and
urban renewal programs was a result of two major factors. The
first was a heightened interest among the general public in the
plight of low-income households given the.discovery, in the
1960's, of wide-spread poverty amidst the affluence enjoyed by
the majority of North Americans. Consequently, the concept of
adequate and affordable housing as a social essential, public
utility and basic human right gained widespread acceptance, and
was formulated as a major declaration at the 1968 Canadian
Conference on Housing and in the 1969 report of the.Task Force
on Housing and Urban Development.“2°® The concept implied that

governments must cease to use housing as an economic regulator,

427Task Force on Canada Mortgage and Housing Corporation,
Report, p. 9.

428Task Force on Housing and Urban Development, Report, p. 6.

%295ee Task Force on Housing and Urban Development, Report, p.
22; Wheeler, "Introduction," p. 15,
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cease to regard the market as the most efficient mechanism for

allocation, and remove housing from the commodity market.

The Canadian government's reaction to the "housiﬁg as a
social right" campaign was to implement a major change in
housing policy focus in_the late 1960's. The main thrust of its
policy was no longer to be the promotion of home ownership
through.private sector mortgage support and assistance. The
government would, rather, endeavour to attract more private
funds into the mortgage market in order to free public funds for
public housing, urban renewal, and other programs aimed
specifically at low-income households.*3° This change in policy
was criticized by some as an abandonment of the long standing
federal policy of support for rather than competition with the
private sector.®?®' While the majority of federally-assisted
rental units in the early 1970's were public sector units, the
government was, by 1974, assisting more private sector units.
(See Table 18) Moreover, given the private sector's historic
inability to provide housing for the lower-income households to
whom the public units were targetted, competition was hardly an

issue.

430gee Task Force on Canada Mortgage and Housing Corporation,
Report, p. 55; Canadian Real Estate Association, Housing in
Canada, p. 34; Council on Social Development, Social Housing
Policy, p. 159; Saywell, Housing Canadians, pp. 207-208.
Accordingly, the government appointed a Task Force on Low-Income:
Housing.

4315ee Smith, "Housing Assistance: A Re-Evaluation," Canadian
Public Policy 7 (Summer 1981):459; Smith, Anatomy of a Crisis,
p. 12.
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The second factor underlying the expansion of the public
housing and urban renewal programs in the 1960's was the success
of thel1964 public housing amendments in stimulating interest in
low-rental housing and urban renewal among the provinces. As
suggested in Chapter 4, before 1964, the provinces had displayed
little interest in public housing or slum clearance, and such
activity as had taken place had been the result of pressure from
a few progressive municipalities and socially-minded citizens'
groups. The public housing provisions introduced under Section
35D of the NHA in 1964, however, were considerably more
attractive to the provinces than had been the Section 35A
arrangements in effect since 1949. The 1964 program waé designed
. to stimulate the pfovinces and municipalities to assume a larger
role in public housing by affording a greater degree of autonomy
to local public housing agencies to select the type of housing
most suitable to local needs,*3? and by reducing the junior
governments' share of the financial burden. Moreover, it
provided for provincial ownership of the public housing
produced. By 1970, 51,795 units had been produced through the
popular Section 35D program and a total of only 18,458 through

the federal-provincial partnership. (See Table 19)

Ontario again provided the model for public housing and

urban renewal, creating the first provincial housing agency, the

432Central Mortgage and Housing Corporation, Annual Report,
1964, p. 13.
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Ontario Housing Corporation (OHC) in 1964.%33® The other
provinces, however, continued to utilize the 1949 federal-
provincial agreement for public housing or ignored the
provisions altogether until the late 1960's when they too began
to establish provincial housing agencies. By 1967, eight
provinces had created provincial housing corporations or
commissions®** although, as with the 1949 public housing
program, most of the units under the new program continued to be

produced in Ontario.®35

During the rapid expansion of the public housing and urban
renewal programs in the late 1960's, some effort was made, as a
result of negative public reaction to large public housing
projecfs, to down-scale the size of the projects and diéperséi
them throughout the community.“36 As well, with the change in
policy focus and the apparent commitment to low-income housing
assistance, guidelines designed to improve the management and
guality of life in existing public housing projects were adopted
in 1970. The guidelines offered tenants leases and management
training grants to facilitate their participation in project

management and operation. They also aimed for a greater social

433The OHC dissolved the Metropolitan Toronto Housing Authority
in 1964 and assumed the administration of its holdings. Rose,
"Canadian Housing Policies," p. 97.

“3%Saskatchewan and British Columbia were the exceptions.

43570 the end of 1970, 64% of all public housing units were
located in Ontario. Dennis and Fish, Programs in Search of a

Policy, p. 181.

436Canadian Real Estate Association, Housing in Canada, p. 13.
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mix in projects by raising maximum income levels. As well, the
federal government offered contributions for the development of

social and recreational facilities within large projects.*3’

At the same time as measures were being taken to improve
the qualilty of existing public housing projects, a number of
other important changes were taking place. In 1969, the urban
renewal program was suspended.”®?®® More significantly, after 1971
the government began to scale down the public housing programs
in favour of capital assistance to non-profit, co-operative and
private developers. (See Table 18) By 1980, federal capital
commitments to public housing had been entirely phased out."3?®
As well, in 1973 the Section 44(1)(a) Rent Supplement program
was enacted as an alternative to the publiq housing program;

" Under the Rent Supplement program, which the federal and
provincial governments cost-shared, provincial agencies were
encouraged to enter into agreements wifh private landlords to
lease rental units at prevailing market rents, and to then rent
those units, at 25% of household income, to households from the
public housing waiting list. The rent supplement grant was

intended to cover the difference between the rent level

437Dennis and Fish, Programs in Search of a Policy, p. 180.

438The program was officially terminated with the 1973
amendments to the NHA when two programs designed to facilitate
more selective redevelopment and more extensive use of
rehabilitation and conservation measures - the Neighbourhood
Improvement Program (NIP) and RRAP - were introduced.

439C.,J. Whitton, "Eye on Ottawa," City Magazine 4 (January
1979):32.
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affordable to the household and the market rent requested by the
landlord. -

The virtual elimination of the public housing programs was
a response, in part, to recommendations made by the Task Force
on Housing and Urban Development. The Task Force, which had been
appointed to examine housing and urban development in Canada and
to report on ways in which all levels of government, in concert
with the private sector, could help to meet the housing needs of
Canadians and contribute to the development of modern, vital
cities, submitted its report in 1969.%%° The shift in focus away
from the public sector was also a response té increasing federal
and provincial concerns over the'costs of the rent-geared-to-
income subsidies required fof public housing. Estimated at
$1,000 per unit in 1970,%*' the costs begankto escalate at the
alarming rate of 14% per year in the early 1970's,%%? and were
thus expected to double between 1972 and 1980.%“%2 By 1979,
annual federal expenditure on public housing had reached $393.3
million.**% Because of the high costs of the subsidies, only 61%

of allocated public housing units were taken up by the provinces

440735k Force on Housing and Urban Development, Report, p. 1.

481gubsidies could reach $1,500 to $1,700 in new units. See
Council on Social Development, Social Housing Policy, p. 74;
Dennis and Fish, Programs in Search of a Policy, p. 9.

4%2pennis and Fish, Programs in Search of a Policy, p. 215.

44%3Council on Social Development, Social Housing Policy, p. 84.

444Canada Mortgage and Housing Corporation; Canadian Housing
Statistics, 1982:Table 27.
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in 1977.%%% Moreover, some provinces had even begun to sell off

their public housing stock to project residents,*%S

While the rapid growth of the public housing stock during
the late 1960's undoubtedly had a positive impact on many low-
income households who would otherwise have remained inadequately
housed, it did not solve the rental, and in particular low-
rental, problems outlined at the beginning of this chapter. One
reason is that due to underfunding, the size of the public
sector was simply not adequate to need. Dennis and Fish
estimated in 1972, when public housing production was at its
zenith, that even if production increased by 250% public housing
stock would only meet one-guarter of the need for low-rental
housing.“"’_EQen_by 1981,.the.éxisting 179,456 qulié housing
units constituted only 2% of total Canadian housing stock.%%®
Yet, according:to a 1980 CMHC study, 500,000 renter households
not living in subsidized housing could not find adequate private
sector rental hodsing without exceeding 30% of income, and
another 40,000 to 50,000 not paying 30% of income were living in

substandard housing,%*®

445Canada Mortgage and Housing Corporation, Section 56.1
Evaluation, p. 27.

“46This practice was begun in Quebec in 1977. Whitton, "Ottawa,"
p. 32.

#47pennis and Fish, Programs in Search of a Policy, p. 9.

448Calculated from figures in Table 18 and in Canada Mortgage
and Housing Corporation, Canadian Housing Statistics, 1982:Table
99. :

443Council on Social Development, Where Do We Go? p. 21.
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A second reason why public housing did not resolve the low-
rental problem was the lack of quality control in the program
and the problems of social isolation, stigma, and environmental

impoverishment which were discussed in Chapter 4.

Finally, some of those households most in need were unable
to benefit from the public housing program due to administrative
regulations. As a result of attempts to reduce subsidy costs by
relaxing maximum income limits, for instance, the Qery poor
continued to experience restricted access.®5° The Dennis and
Fish Report estimated in 1972 that less than one-half of the
limited number of public housing units were occupied by first
quintile households.5' As well, despite the fact that in 5968
low-income family households spent, on average, 46% of income
for shelter,*®? such families fell increasingly out of favour
with public housing administrators throughout the 1970's due to
municipal reluctance to expend scarce funds on schools,
libraries, recreational centres, and other types of services

required by families. Public housing unit allocation focussed,

4501n 1968, only 8,000 of 250,000 social assistance recipient
families lived in public housing. "Ill-Housed Canadians 'Dwell
in a Shoddy World' - CWC," Canadian Labour 13 (November 1968):9.

“51pennis and Fish, Programs in Search of a Policy, p. 184.

452wheeler, Housing Conditions of Social Assistance Recipients
(Ottawa:CCSD, 1976), p. vii.
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instead, increasingly on senior citizens®5® and smaller "special
needs" households such as single mothers and the disabled, who
were perceived as less troublesome.®%* By 1977, only one-third
of new pﬁblic housing construction was designed specifically‘for
family households,®®*® and the provinces were indicating their
policies would not permit construction of further public housing

units for families,%56

5.5 The Non-Profit Rental Sector and Government Response to the

Rental Problem

Despite the introduction of the Section 16A non-profit
provisions in 1964, the non-profit sector experienced slow
growth between 1964 and 1973, largely as a result of |
underfunding of the seniors' non-profit program. Activity under
the program, for instance, dropped in the early 1970's because,
with break-even rents too high for most low-income households,
non-profit developers simply found the subsidies too great a
financial burden.®%’ Many municipal non-profit corporations
453Between 1971 and 1975, 67% of public housing units completed

were for the elderly. Council on Social Development, Social
Housing Policy, p. 69.

45%Housing for the disabled became a significant political issue
throughout the 1970's, in large part, due to the de-
institutionalization policies adopted by medical and mental
health administrations in the early 1970's. The designation of
1981 by the United Nations as the Year of the Disabled increased
the visibility and political weight of the group as well.

455Council on Social Development, Social Housing Policy, p. 156.

“561bid., p. 69.

457G6ee Dennis and Fish, Programs in Search of a Policy, p. 243;
Council on Social Development, Social Housing Policy, pp. 117,
129.
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preferred, instead, to negotiate the construction of seniors'
housing under the public housing program which, unlike the non-
profit program, was not operated on a full-recovery basis and so
received regular contributions from the federal and provincial

governments to cover operating losses,®58

At the same timé, the level of co-operative activity,
particularly in the rental housing sector, was insignificant.*®?
Although building co-operatives for home owners had been
established in Nova Scotia as early as 1938, and had been
eligible for loans and loan insurance under the NHA since 1954,
there was, in the 1960's, little government interest in and
support for continuing co—pperatives.“5° This was due largely to
the strong Canadian tradition of home ownership, to difficulties
in both land acquisition and in obtaining interim financing for
large "risky" projects, to suspicion on the part of some that
co-operatives would undermine the market, and to a lack of

effective leadership in the as yet nascent co-operative

“58pennis and Fish, Programs in Search of a Policy, p. 161.

“59In 1966, less than 12,000 co-operative units existed in
Canada, most of them for home owners. A.F. Laidlaw, "Co-
operative Housing in Canada," Canadian Labour 11 (March 1966):5.

460gee Laidlaw, "Co-operative Housing," pp. 6-7; Dennis and
Fish, Programs in Search of a Policy, pp. 11, 149. A continuing
co-operative 1is one in which all members share in the equity of
the project collectively but rent, without any ownership claim,
their dwelling units. Thus though residents are tenants, they do
possess proprietary rights.
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movement, &

In 1969, however, representatives from labour unions,
churches, credit unions, and consumer and tenant groups banded
together to establish the Co-operative Housing Foundation (CHF)
as a lobby group for continuing co-operatives and for the non-
profit sector in general. Offering Winnipeg's Willow Park, the
first continuing co-operative in Canada, as a model, the CHF set
out to educate both politicians and the public as to the merits
of co-operative living."*®? As well, the CHF stressed the
possibilities for housing low- and moderate-income households
which co-operative living presented given the non-profit nature
of co-operative housing and its treatment of housing as a non-.

commodity.

The turning point for the co-operative movement and for the
non-profit sector as a whole came in the early 1970's with the
federal decision to down-scale the public housing program. The:
1973 amendments to the NHA ushered in a new approach to the
provision of low-income housing based on community developers.
Following in the wake of the 1969 and 1972 Task Force reports,
both of which had recommended increased aid to non-profit and
co-operative developers, the amendments extended the non-profit
program and introduced Canada's first continuing co-operative
“G'SUbétantial technical and organizational assistance is
required at the local level in the formation of continuing co-
operatives, in planning projects and programs, and in developing
residential organizations with management skills.

“GZSecurlty of tenure, resident responsibility for and

participation in management, and the sense of community spawned
by co-operative living were emphasized.
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program.

Under Sections 15.1 and 34.18 of the NHA, non-profit and
co-operative developers were offered direct CMHC loans at 8% for
thirty-five yeérs to cover 100% of the agreed-upon costs of non-
profit projects.*®® The loans, intended for low-rental housing
for seniors, families and other "special needs" groups, were
accompanied by a 10% federal front-end capital contribution if
matched by the provinces, and by $10,000 in start-up funds to
assist non-profit and co-operative developers with
architectural, engineering and planning fees. Additional funds
were available for the establishment of non-profit and co-
operative resource groups. As well, both non-profit and co-
operative developers were eligible for RRAP grants to facilitate
rehabilitation and conversion of existing housing for low- and
moderate-rental units. The maximum available loan per unit was

set at $10,000 of which $3,700 was forgiveable.

As rents in both non-profit and co-operative developments
were to be based on a break-even level, the programs were
designed primarily to target those whose incomes rendered them
ineligible for public housing but also denied them access to
assisted home ownership. They were also designed to facilitate

social mix, with higher income households receiving shallow

463gtatutes of Canada, An Act to Amend the National Housing Act,
1973, 21 & 22 Elizabeth II, ch. 18. Given the quasi-homeowner
status of co-operative residents, co-operative developers were
also eligible for all assisted home purchase grants and loans.
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subsidies or paying the lower-end-of-market (LEM) rent, and
lower-income households paying on a rent-geared-to-income basis.
To help non-profit and co-operative developers cover the
difference between the rent-geared-to-income rents and break-
even rents, the 1964 rent supplement program, through which the
federal and provincial governments had contributed equally to
cover operating losses in the Section 35D public housing
program, was extended. Henceforth, under Section 44(1)(b), non-
profit and co-operative developers would be eligible for the
federal-provincial rent supplements, providing no more than 25%
of the units in non-profit and 15% in co-operative projects were

supplemented, “&*

The new provisions s£imula£ed the creation of a number of
municipal non-profit corporations, the first of wﬁich, City
Home, was established in Toronto in 1973. As Table 18 indicates,
they also successfully stimulated the production of non-profit
and co-operative housing, the production of which totalled
26,045 units between 1974 and 1978, as compared to 18,679 units
between 1964 and 1973. Co-operative production alone rose from
an annual average of 200 units per year before 1973 to 1,500 per
year between 1973 and 1979,%%°% and total co-operative stock

stood at 12,000 in 1979.%¢¢ Even then, however, non-profit and

4684Catherine Allen, "A Triumph for Third Sector Housing,"
Habitat 25 (1982):32,

“65Canadian Real Estate Association, Housing in Canada, p. 121.

66,aidlaw, "Co-ops: A Housing Alternative for Canada,"
Perception 2 (July-August 1979):23,
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co-operative stock remained a minute proportion of total housing

stock due to program underfunding.

In 1978, when the public housing programs had all but
disappeared, the non-profit and co-operative programs were
substantially modified. Due to a new federal policy of
"disentanglement", the provinces were offered, in the place of
the cost-shared programs, unilateral federal subsidies for any
non-profit and co-operative housing undertaken and full
responsibility for program delivery. Moreover, henceforth, the
non-profit and co-operative programs were to be the primary
means of producing low-rental housing and the bulk of new
federal commitments to low-rental housing would shift to the
non-profit from the public sector. Neither the 1973 non-profit
provisions norifﬁé"public housing provisioné were repealed,
although the intention was clearly to minimize their use given
inequitable provincial participation in both programs ana the
insufficiency of federal subsidies to meet the needs of the

lowest-income households without provincial aid.

Under the new Section 56.1 non-profit provisions, co-
operative and non-profit developersAwere offered thirty-five
year loan insurance to cover 90% of agreed-to capital costs for
loans obtained from approved private lenders. In addition, CMHC
would write the market interest rate down to 2% for three years,
after which the rate would rise by 5% annually to eventually
meet the market rent. The remaining 10% of the loan would be

provided directly by CMHC.at the prevailing market rate. The
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subsidized.interest rate on the private sector loan would
effectively reduce rent levels for all Section 56.1 residents
from eéonomic to LEM levels, with enough subsidy remaining to
offer rent-geared-to-income units to some residents. Projects
were expected to be operated on a break-even basis, and although
no restrictions were placed on the maximum number of subsidized
units, a minimum of 15% rent-geared-to-income units was

required.

The Section 56.1 non-profit and co-operative programs were,
like the 1973 programs, accompanied by a number of support
schemes designed to address some of the shortcomings observed in
the earlier programs. The first, under Section 37.1, offered a
maximum start-up advance of $75,000 (compared fo the former
$10,000)%¢7 to assist non-profit and co-operative groups to
proceed from initial incorporation to project development.®%%® A
second support program, the Community Resource Organization
Project, provided increased initial financial assistance to
resource gropus offering technical and professional services to
non-profit and co-operative groups. This assistance was intended
to help resource groups attain self-sufficiency within three to
five years. Other assistance available to Section 56.1
developers included the RRAP grant for rehabilitation and

conversion of existing buildings, and a revised Section 44(1)(b)

467Canada Mortgége and Housing Corporation, Section 56.1
Evaluation, pp. 22-23.

468The start-up advance would later be incorporated into project
capital costs.
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rent supplement program. Under the revised arrangements, the
proVvinces became responsible for covering operating losses. Once
provincial contributions had reached a level equal to CMHC's
assistance to projects, however, the federal government would

share further losses equally with the provinces.

As Table 18 indicates, the new non-profit and co-operative
provisions were readily utilized. Between 1979 and 1983, 50,123
Section 56.1 units were produced, of which approximately 50%
were private non-profit, 28% public non-profit, and 20% co-
operative units.%®% Activity under the Section 56.1 programs
brought the total number of non-profit and co-operative units
produced since the introduction of the expanded program in 1973
to 76,168 units,.and the total_nhmber of noﬁ—profit sector units
built since 1964 to 94,847. Even with this growth in the non-
profit sector, however, non-profit stock composed only .8% of

total Canadian housing stock in 1981,%7°

A 1983 CMHC evaluation of the Section 56.1 programs
concluded they had been successful in overcoming many of the
problems encountered with the public housing programs. The
social housing programs were found to produce good quality,
modest, appropriate and affordable housing to serve not only

low- and moderate-income families and individuals but "special

863Canada Mortgage and Housing Corporation, Section 56.1
Evaluation, Executive Summary, p. 1.

470Calculated from figures in Table 18 and Canada Mortgage and
Housing Corporation, Canadian Housing Statistics, 1982:Table 99.
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needs" groups such as the elderly and disabled as well. The goal
of social mix had been achieved, and the stock of available,
affordable rental housing inéreased by almost 15% in recent
years, and up to 50% in some metro areas as a result of the

programs,®7!

The non-profit and co-operative programs were criticized,
however, for a number of shortcomings, all of which derive
either from program design, budget restrictions, or conflicting
goals such as attempting to house the most needy while
facilitating social mix, and attempting to reduce federal
expenditures while maintaining rent levels at no more than 30%
of income. The number of units allocated to families, for
instance, was considered inadequate. As well, almost one-third
of non-profit and co-operative residents were found to be paying
more than 30% of income for rent in order to maintain the
financial viability of non-profit projects.*’2 Moreover, the
programs were charged with being the most costly method of
providing rent-geared-to-income units yet utilized.*’3 Most

significantly, the programs were faulted for serving only 1% of

%7 1Canada Mortgage and Housing Corporation, Section 56.1
Evaluation, pp. Abstract, 5, 9.

4721bid., p. 3.
4731bid., p. 7.
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Canadian households with "core need"*’* - a criticism which
clearly suggests they have been underfunded in relation to need.
At 1982-83 funding levels, in fact, it was estimated that it
would take fifty-two years-to house all those in need,®’5% with
no allowance for growing numbers of needy househclds as
unemployment steadily climbed and social assistance benefits
either remained stable or fell. Even the 1982 CMHC Annual Report
noted:

"Demand for assistance under all [social housing] programs

continued to exceed the number provided for in the annual
budget.,"*7¢ '

‘Presently, even the small number of low-rental units
produced through the Section 56.1 programs appears to be
endangered. One threat is a recent federal move to turn the
administration of and responsibility for the programs over to
the provinces. As most of the provinces have shown little
interest in social housing programs in the past,®’’ these
programs are likely to decline or be discontinued at a time when
47%1bid., pp. Abstract, 36, 41. "Core need" households are
households unable to afford adequate, uncrowded housing without
paying more than 30% of gross income. Crowding is defined as
dwellings with more than one person per room. Inadequacy is
defined as dwellings lacking basic facilities such as piped hot

and cold water, flush toilet, or exclusive use of a bathtub or
shower.

475Council on Social Development, Where Do We Go? pp. 42-43.

476canada Mortgage and Housing Corporation, Annual Report, 1982,
p. 16.

877Between 1979 and 1981, for instance, only one quarter of
committed Section 56.1 units received provincial assistance as
well as federal, with special care units receiving almost one-
half of that assistance. The co-operative program, which targets
moderate-income households most specifically, received the least
additional assistance. Canada Mortgage and Housing Corporation,
Section 56.1 Evaluation, pp. 267, 269.
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tremendous social need for low- and moderate-rental housing
exists. A second threat is restraint. The co-operative program,
for instance, which was singled out for most of the criticism in
the Section 56.1 Evaluation, was cut back by 40% in 1984.%78
Although the non-profit program was not slashed, unit
allocations remain low. Moreover, recent media reports suggest
that if the programs are not handed over to the provinces, they

may be slated for termination anyway.

Rather than continue to encourage low- and moderate-rental
production through the non-profit programs, the federal
government appears to have shifted its policy focus back to
reliance on the private sectbr. The establishment of a federal
Task Force in 1979 to examine CMHC programs and to study the
potential for privatizing or at least encouraging the private
sector to take a larger role in some CMHC activities®’® is but
one example of the shift. Indeed, the shift in focus from the.
public and non-profit sectors to private sector supply was
confirmed by Paul Cosgrove, federal Minister reponsible for
CMHC, in his keynote address at the 1981 All Sector Housing
Conference. Cosgrove remarked:

"The private market is now the best tool for providing
housing for most Canadians. The federal government is

“78Canada Mortgage and Housing Corporation, "Remarks by the
Honourable Bill McKnight, Minister of Labour and Responsible for
Canada Mortgage and Housing Corporation, at the 80th Annual
Conference of the Saskatchewan Urban Municipalities
Association," 28 January 1985, p. 6.

47%7ask Force on Canada Mortgage and Housing Corporation,
Report, p. 2. -
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determined to let market forces operate for the broad
majority of households who can afford to choose what the
market offers...the best long-term course for all concerned
is to let the market sort itself out."®8°

Unlike housing reformers at the end_of World War II and in
1964, Canadians today cannot look forward with optimism that
Canada's rental housing problems will soon be solved. Home
ownership remains inaccessible to most low- and moderate-income

81 public housing construction has ceased. The non-

Canadians.®
profit sector is cash-starved and private rental production
remains low because average national market rents range from 25%
to 40% below levels required to stimulate private sector
interest in rental housing production.®®? Currently, dwellings
lgft vacant by upper-income renters purchasing homes are the
single most important source of rental unit availability.®83
Moreover, most of the current proposals for relieving Canada's

rental problems - shelter allowances, assistance to the private

sector, and the stabilization of interest rates - are based on

480Canadian Real Estate Association, Housing in Canada, pp. 13-
14‘

Y81Even condominiums do not provide the home ownership answer
for lower-income households. In 1981, a typical two bedroom
condominium in Canada cost $140,000 or $1,195 per month with
carrying costs. Using 1981 income quintile upper limits, even
fourth quintile households, with a limit of $39,893, could
afford only $1,007 per month at 30% of income or a dwelling
worth $99,732 at 2.5 times annual income. See Weiss, "Hot
Properties: Why Investors are Crazy for Condos,"” Canadian
Business 54 (January 1981):89; Hulchanski and Grieve, Federal

Budgets, p. 14.

482Clayton, Rental Housing Scenarios, p. iii.

483Canada Mortgage and Housing Corporation, "Analysis of the
Rental Market," p. 7.
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the notion of housing as a market commodity to be bought and
sold and not necessarily lived in."%®% Those making such
proposals display little understanding that after eighty-five
years of treating housing as a market commodity, Canada's rental

problems persist.

48485ee Hopkins, "Hunger," pp. 37, 42; Canadian Real Estate
Association, Housing in Canada, p. 20.




207

CHAPTER 6
THE LIMITS OF GOVERNMENT RENTAL POLICY, 1900-1985

From the detailed review of the rental housing problem
which is presented in Chaptérs 2 through 5, it is apparent that
the rental housing sector has been plagued by serious problems
throughout the entire twentieth century. These problems, which
have been manifgsted in the poor quality of much of the rental
sfock, especially early in this céntury, the insufficient supply
of rental dwelliﬂgs, and the high cost of rental housing, have
been associated with the poor performance of the private rental
market for much of the period. The appalling slum conditions of
the late nineteenth and early twentieth centuries, for example,
resulted largely from the unco-ordinated and speculative
development pattern of Canadian cities.*®% Similarly, the
chronic shortage of rentél dwellings in Canada is a result of
virtually exclusive reliance on the private sector for rental
supply. The private sector's capacity to supply not only a
sufficient number of rental dwellings to meet demand but

dwellings units of any description, for example, was clearly

“851n the absence of regulations and minimum quality standards
to guide urban growth, central slums and/or peripheral shanty
towns sprang up in all major Canadian urban centers.
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inadequate until the 1960's.“®¢ Moreover, as Figure 3
illustrates, the primary focus of private sector construction
during the twentieth century has been on units for owner-

" occupiers.*®’ In addition, private sector supply is heavily
dependent on macro-economic cycles and the profit-motive rather
than on need and often even demand.®®® Finally, the major factor
underlying rental affordability problems throughout the
twentieth century has been the private sector's inability to
construct housing for lower-income and, increasingly, even

moderate-income renters while maintaining a

4“86Continual shortages of manpower, materials and mortgage
funds, particularly during and after the two world wars and
during the Great Depression, and post-war shortages of serviced
land maintained production at relatively low levels.

“87pside from a relatively minor apartment construction boom
between 1923 and 1929, the construction and design of dwellings
intended specifically for multi-family rental occupancy remained
at very low levels for the first sixty years of this century.

488Following World War I, for example, when war veterans were
returning home and seeking housing, and. again during the Great
Depression when rural people were migrating to larger centers in
search of employment (and consequently housing), private sector
residential construction virtually ceased. Similarly, from 1973
onwards, rental construction has declined consistently, except
for a few spurts of activity resulting from government incentive
programs, despite tremendous need for affordable rental housing.
By the 1980's, in fact, when rental vacancy rates were at an
all-time low, many large private developers were leaving the
rental construction business in favour of more profitable
single-family dwelling, condominium, commercial or industrial
development.



FIGURE 3

HOUSING STARTS, CANADA, 1900-1983
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reasonable profit level,®%®®

The poor performance of the private rental market and the
severity and persistence of rentalvhousing problems over the
past eighty-five years has required that government intervene in
the rental sector. The review of rental housing policy presented
in Chapters 2 through 5 suggests, however, that the federal
government did not take up opportunities to develop a
comprehensive rental policy which would stimulate a supply of
rental housing which was both of good quality and affordable to
working-class and lower-income households. The review indicates,
in fact, that despite the political and economic imperatives for
government action which stemmed from early and continued
documentation of rental hoﬁging problemé and pgolonged advocacy
for government intervention, the primary research assumption
hypothesized in Chapter 1 is supported. Intervention in the
rental sector has indeed been minimal, piecemeal and reactive,
largely market supportive, and designed to challenge neither the
principle of housing as a commodity nor the myth of market
efficiency. The minimal nature of the intervention is confirmed
by the persistence, and in some cases intensification, of rental

housing problems over the past eighty-five years despite

489as5 early as 1919, an Ontario Housing Committee Report noted
the gap between the costs of constructing and maintaining
satisfactory dwellings and rent levels affordable to working-
class households, and in 1949, Leonard Marsh observed that the
provision of low- and even moderate-rental housing was not a
commercial proposition. By the late 1950's and early 1960's, the
private sector was deemed ineffective in housing the lowest one-
half of the income range, and thus a portion of even middle-
income households.
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occasional government action. The piecemeal and reactive nature
of the intervention is reflected in the government's propensity
to adopt short-term programs in response to crisis situations.
Finally, government adherence to the principle of housing as a
market commodity and its full support for the free market
approach to housing is reflected in the negligible stock of non-
profit and public housing in Canada today - in 1981, non-profit
and public sector units represented only 2.8% of the total

Canadian housing stock.*?°

Two major factors appear to have been instrumental in
determining the nature of government intervention in the rental
sector during the twentieth century.vThe factors, which are
discussed in detail below, include} the set of constraining
assumptions identified in Chapter 1 which have constituted'the
terms of reference for intervention, and the federal
government's inadequate definition of the rental housing
problem. A third factor, which is not discussed but which must
be recognized, is the fact that the lower-income households for
whom rental problems have been most pronounced are relatively
unorganized and politically impotent. This factor has been

recognized by a number of studies through the years.%?!

490Ccalculated from figures in Clayton, Rental Housing Scenarios,
Appendix B, Table B-11; Canada Mortgage and Housing Corporation,
Canadian Housing Statistics, 1982:Table 99.

491gee, for example: Carver, Houses for Canadians, pp. 121-122;
Subcommittee on Housing and Community Planning, Final Report,
pp. 14, 110; Central Mortgage and Housing Corporation, Brief to
Royal Commission, p. 24.
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6.1 Terms of Reference for Government Intervention

The terms of reference which have constrained rental policy

include:

a) reliance on the private sector for housing supply and
housing program delivery;

b) the focus on home ownership as the desirable tenure
option;

c) the belief that severe housing problems are temporary
aberrations rather than manifestations of fundamental,
long-term problems; and

d) the view that housing is largely a local matter, with
problems best left to the municipalities and provinces to
sort out.

The following sections illustrate how government intervention
has been carried out, whenever possible, with minimal violation

of these terms of reference.

A. The Prominent Role of the Private Sector in Housing

Programs. For Canadian housing policy, the assumption that
housing is a market commodity whose‘provision is a private
sector responsibility has meant that government intervention in
the housing market has generally been of an indirect, market-
oriented nature and, particularly in the period before the
1960's, rationalized as a response to extraordinary
circumstances. The 1919 Home Loans Program was a tool in post-
war reconstruction, the 1935 Dominion‘Housing Act (DHA), the
1937 Home Improvement Loans Program, and the 1938 National
Housing Act (NHA) were responses to the devastation of the Great
Depression, and the 1944 NHA was aimed at post-war

reconstruction. Moreover, the latter four interventions all
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relied on the private sector, with the aid of government loans
or grants, for housing provision, as did the loan insurance
introduced in the 1954 NHA and the majority of the housing
programs adopted in the 1970's.%%2? The nature of these
interventions is indeed remarkable given widespread recognition
among housing experts throughout the twentieth century of the
need for major government intervention in the rental market, for
the creation of a federal housing authority, and for public

responsibility for low-rental housing provision.

The federal government's direct intervention in the rental
sector during World War II with the creation of Wartime Housing
Limited (WHL) and the imposition of rent controls is an obvious
exception to the pattern of indirect involvement, but tﬁe use of
the War Measures Act to authorize WHL's activities had redefined
the wartime housing shortage as a "war problem".®%3 As soon as
the war ended, the government essentially reverted to its
indirect position. WHL was dismantled, the 31,000 housing units
were sold off, and Central Mortgage and Housing Corporation
(CMHC) was created "to stimulate the private sector to serve as

large an area as possible of the housing field,"%3#%

4925ee Hulchanski and Grieve, Federal Budgets.

4931ndeed, one historian has noted that the intervention was
motivated more by economic and war-related concerns than social
concerns for the welfare of the population. See Wade, "Wartime
Housing," p. 42.

94From a Memorandum to Cabinet, cited by Wade, "Wartime
Housing," p. 150.
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The public housing programs introduced in 1949 and 1964 ana
the social housing programs of 1973 and 1978 are also
exceptions. The government's lack of commitment to these
programs and the direct role they imply is manifest, however, in
program underfunding.“®® Moreover, the programs have received
only short-term, year-to-year funding commitments,*®® and have
been designed to ensure the production of modest housing which

poses no threat to private market supply.“®’

The appointment in 1979 of a federal Task Force on CMHC to
study the potential for privatizing or at least encouraging the
private sector to take a larger role in many CMHC activities,
recent media reports that the social housing programs.-may be
slated for termination, and recent federal statements regarding
private sector responsibility for housing provision suggest that
the federal government remains committed to relying on the
private market for virtually all Canada's housing needs. The

federal government's January 1985 Consultation Paper on Housing,

for example, noted that all levels of government must streamline
the delivery of housing programs and suggest better ways to co-
ordinate their actions as "an important first step...towards

creating an environment in which the private sector can operate

495p5 stated above, in 1981, publié and non-profit sector units
represented only 2.8% of total Canadian housing stock.

49¢pennis and Fish, Programs in Search of a Policy, p. 14.

37From a February 12, 1957 letter to the President of CMHC from
a senior government official and Board Member of CMHC, cited by
Dennis and Fish, Programs in Search of a Policy, p. 174.
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with greater certainty..."®%® Similarly, Housing Minister Bill
McKnight remarked at the annual meeting of the Co-operative
Housing Foundation in May 1985:

"Government actions, where they may be required, should be

directed to facilitating the operation of a free and
competitive market, not impeding it."*%%°%

Given this attitude, and the assumption that it is government
programs which have impeded the efficient operation of housing

markets, it is not surprising that the federal Consultation

Paper framed the government's options regarding intervention in
rental production problems in terms of either removing
impediments to private sector construction or offering

assistance to private rental entrepreneurs.>°®

B. Home Ownership as the Desirable Tenure Option. The

reaction of the federal government to ongoing problems in the
rental sector has reflected the "seéond class" status to which
rental housing has been relegated. The response to the working-
class housing problem of the 1910's and 1920's, for instance,
was to attempt to facilitate home ownership through the 1919
Home Loans Program. Even with the well-documented evidence of

rental problems during the 1930's and clear indications that a

498Canada, Consultation Paper on Housing (Ottawa: Supply and
Services, 1985), p. 3.

439Canada Mortgage and Housing Corporation, "Remarks by the
Honourable Bill McKnight to the Co-operative Housing Foundation
Annual Meeting, Calgary,"” 23 May 1985, p. 4.

500Canada, Consultation Paper, p. 26.
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large proportion of working-class households were incapable of
financing even assisted home ownership, the 1935 and 1938
housing acts initiated only home ownership assistance programs.
The very modest low-rental provisioﬁs included in the 1938 NHA
were never implemented. The 1954 amendments to the NHA, which
introduced mortgage insurance and permitted the chartered banks
to lend on residential property, were designed to augment the
supply of mortgage capital in order to renaer home ownership
accessible to more Canadians., Only during the 1970's did the
government initiate several rental supply subsidy programs.
These were outnumbered and outfunded, however, by a series of
home ownership subsidy and tax incentive programs including the
Assisted Home-Ownership Program, the Registered Home-Ownership
Savings Plan, the Canada Home*Ownership Stimulation Plan, the
Canada Mortgage Renewal Plan, the Mortgage Rate Protection Plan,
and the tax exemption of capital gains on principal
residences.®*?®' Moreover, the potential long-term benefits of the
rental programs were reduced by the registration of many
subsidized private rental units as condominiums, which means
they are not guaranteed to remain in the rental stock. A recent
statement by Mr. McKnight before an annual conference of
municipal officials suggests home ownership will continue as the
preferred goal of Canadian housing policy. In defending the
existence of tax provisions which favour home-ownership over
rental tenure, McKnight told the assembly that "as a society, we

believe in and encourage home ownership” and that any changes in

501See Hulchanski and Grieve, Federal Budgets.
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the tax benefits to the ownership sector would be "unfair and
counter to our strongly held belief in the value of home

ownership."59%2

C. The Housing Problem as a Temporary Aberration. Although

there is plenty of evidence suggesting that problems experienced
by working-class and lower-income renters are chronic, the
belief that the problems are due to short-term and ephemeral
market conditions has meant government has consistently either
neglected rental problems or responded with piecemeal and short-
term interventions. In 1918, for instance, Thomas Adams
suggested public assistance to the private sector appeared
necessary until capital became more plentiful and private
iﬁvestment in building more secure.®°® The rental problem of the
1930's was rationalized as a product of the Depression.
Similarly, the rental problem of the World War II years was
dubbed a "war problem" and would, according to C.D. Howe,
ameliorate once the war ended and construction costs .
stabilized.®°* Thus the rental dwellings constructed by WHL were
constructed as temporary units. Yet, by the 1970's, prohibitive
financing and construction costs continued to thwart private
sector construction and the number of Canadians unable to afford

adequate housing had reached unprecedented levels. The

502Canada Mortgage and Housing Corporation, "Remarks by Bill
McKnight at SUMA," pp. 9, 10.

503pdams, "Reconstruction Messages," p. 501.

50%Howe, "Meeting Housing Needs," p. 219.
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government's response to this situation was to implement
temporary .incentive programs such as the Multiple-Unit
Residential Building (MURB) program, the Assisted Rental Program
(ARP) and the Canada Rental Supply Plan (CRSP). Not only have
these short-term programs failed to address what is obviously a
long-term problem, but they have tended to exaccerbate that
problem by disrupting the market and creating further

instability.3%°5

A statement in the 1985 federal Consultation Paper on

Housing suggesting that limited access to home ownership and the
poor economics of new rental construction are short-term
problems®°® illustrates the government's unwillingness to
address the long-term nature of such probleﬁé for low- and
moderate-incoﬁe households. Apparently, the housing problem,
including the rental problem, continues to be viewed as

temporary.

D. Provincial Jurisdiction Over Housing. Because Section 92

of the British North America (BNA) Act delegates responsibility
for housing to the provinces, federal involvement in housing was

slow to evolve. Only when it became apparent the provinces were

5055ee Canadian Real Estate Association, Housing in Canada, p.
152; Clayton, Rental Strategy, pp. ii1i, 12; Canada Mortgage and
Housing Corporation, "Remarks by Bill McKnight to CHF," p. 4;
Canada Mortgage and Housing Corporation, "Remarks by the-
Honourable Bill McKnight to Canadian Home Builders' Association
National Conference, Ottawa," 11 February 1985, p. 9.

506Canada, Consultation Paper, p. 24
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financially incapable of coping with the ongoing housing
problems did the federal government intervene. Even then, it was
careful to require either provincial administration of housing
programs, as with the 1919 Housing Loans Program, provincial
cost-sharing of the programs, as with the 1949 and 1964 public
housing programs, provincial enabling legislation, as with the
1938 and 1944 NHA's and the 1949 public housing provisions, or
local initiative for action as with the 1938 and 1949 rental

programs.

These requirements for bi- or tri-level co-operation on
policy and programming have presented a serious obstacle to
action, Moreover, when the federal government has preferred not
to act at all, the constitution has provided a convenient
excuse. Numerous examples of federal "buck-passing" on the low-
rental issue, beginning as early as 1935, are cited in Chapters
2 through 5. The one.time the federal government did take
direct, unilateral action on rental problems - during and
immediately following World War II - the provinces acquiesced

given the "emergency" circumstances.

fn the past several years, the federal role in housing has
increasingly devolved to the provinces. Currently, negotiations
are under way to transfer administration of the last vestiges of
federal rental policy - the social housing programs - to the

provinces®°’ who have shown little interest in social housing

507Canada, "Communigque on Housing," 4 July 1985.
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programs in the past.

6.2 Inadegquate Definition of the Rental Problem

Before deciding what to do about a problem, it is necessary
to define what the problem is. The way the Canadian government
has defined the rental problem has had major implications for

the way in which rental problems have been approached.

Historically, the rental sector in Canada has been plagued
by an inadequate supply of good quality, affordable housing.
From the reports of the early public health reformers and the
Royal Commissions of the late 1910's and 1920's, through to the

writings of housing reformers in the 1960's, the co-existence of

the three elements of the fental problem has been documented.
However, because those responsible for developing rental policy
failed to make the connection between the three key problem
areas, government intervention has tended to focus on them
separately and in a clearly sequential manner. Consequently, the
opportunities presented for the development of a long-term,
comprehensive rental policy aimed at simultaneous treatment of
all three aspects of the problem were missed. These statements
do not imply that any one of the three elements of the problem
has been treated at a particular time to the exclusion of the
other two. What they do imply is that the government's primary
focus on a particular element of the problem has. been
sequential, with poor housing conditions largely commanding

attention in the early years, inadequate supply in mid-century,
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and the affordability issue most recently. The following
sections briefly outline the sequential nature of government

intervention on rental housing problems.

A. Intervention in Rental Quality Problems. The first of

the rental problem areas to be tackled by government was the
poor quality of much of the rental stock. Given the confidence
placed in the market's allocative capability, government action
was apparently based on the belief that with the imprgvement of
housing conditions, the rental problem would be solved. The
connection between poor guality construction and the private
sector's ability to supply housing, and between poor housing

conditions and poverty was not, in those early years, made.5°%

Intervention in issues relating to the quality of the
housing stock originated largely as a municipal and provincial
activity, and was initially facilitated not through housing-
specific programs, but through the public health reform of the
early twentieth century and town planning. Early demands for
federal action were, at least in part, satisfied by the creation
in 1909 of the Commission of Conservation, the federal advisory
body concerned with the preservation of human and natural
resources. Although the BNA Act precluded direct federal
activity on public health and urban matters, the Commission

functioned, in part, to promote provincial action on urban

508gpragge, "Confluence of Interests," p. 251.
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problems.®°® Otherwise, federal response to the problem of poor
quality rental housing has been minimal and relatively recent.
Aside from the introduction of a narrowly-conceived and thus
scarcely-used $20 million slum clearance program in 1944, a
concerted federal attack on the remaining scattered pockets of
nineteenth and early twentieth century slum housing was not made
until the introduction of the urban renewal program in 1964.
Because the insensitive manner in which muéh of the clearance
was carried out served to exaccerbate both the social and
housing problems of low-income households, however, the program
was suspended in 1969. It was replaced in 1973 by the
Neighbourhood Improvement Program (NIP) and the Residential
Rehabilitation Assistance Program (RRAP) which were designed to
facilitate more selective redevelopment and more extensive use
of rehabilitation and conservation measures. Currently, RRAP is
the only federal program targetted to rental housing quality.
Given that its funding was reduced by 25% in November 1984, it
would seem that additional federal intervention to improve urban

rental quality standards is considered to be of low priority.

B. Intervention in Rental Supply Problems. The second

rental problem area which Canadian governments addressed is the
supply of units. Given the key role of housing in the national
economy, it is the federal government which has focussed on
supply initiatives. As with intervention on qualitative
problems, attempts to solve the rental problem by simply:
stimulating rental supply appear to have been based on

509Hylchanski, "Urban Land Use Planning," p. 31.
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confidence in the market's allocative capabilities. Again, the
connection between housing qualilty and the market's ability to
- supply housing, and income and accessibility to housing was not
made, and effective demand was not differenfiated from social

need.

Despite early and continued documentation of a serious
shortfall of rental units, intervention in the supply problem
Qas negligible before World War II. With the outbreak of the
war, however, the federal government became very involved in
stimulating rental housing supply because the critical shortage
of urban housing to accommodate war industry workers threatened
the war effort. The government imposed eviction controls,
engaged in conversion activities, ana in 1944'reinstated the
Limited Dividend rental provisions of the 1938 NHA which had
expired in 1940. Most importantly, it created Wartime Housing
Limited to construct rental units for war workers and their

families,

The return of the war veterans, the post-war population
boom, and concerns regarding the health of the post-war economy
kept the federal government active in stimulating rental housing
supply well into the 1950's. In 1945, the operations of WHL were
expanded to include construction of rental units for returning
veterans. Between 1946 énd 1954, the federal government also
made loans to primary industries to construct rental housing for
their employees, introduced a number of tax system subsidies to

rental developers, introduced rental investment insurance,
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engaged in the construction of new rental housing for armed
forces personnel, and sought to encourage the conversion of
single-family dwellings to multi-family use. As well, in 1949 a
modest public housing program was introduced to stimulate low-
rental supply but given its focus on low-income households it
is, for the purposes of this discussion, considered an

intervention aimed at affordability.

Federal action to stimulate rental housing supply fell off
in the mid-1950's when favourable demographics and economics
triggered a major apartment construction boom which lasted into
the early 1970's. The health and vitality of the private rental
sector dqring the 1960's lent credence to the long standing
assumption thét the market could produce thé required numbers of
rental units, maintaining federal intervention to stimulate
supply at low levels for most of the period. Between 1954 and
1975, the Limited Dividend program was virtually the only
private rental supply program in effect, and even it was
suspended for four years in 1960. A second and more substantial
public housing program adopted in 1964 wés aimed more at the

affordability problem than at stimulating rental supply.

In the early 1970's, a combination of factors precipitated
the decline of the private rental sector, and rendered private
sector rental development increasingly unprofitable. As a
result, the federal government again became very involved in
stimulating rental housing supply, launching three substantial

private sector rental supply incentive programs - MURB, ARP, and
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CRSP - and a number of minor supply schemes. As all of these
programs had lapsed by the early 1980's, there are currently no
private sector rental supply incentive programs in operation.
Given the extension of the affordability problem to significant
portions of moderate- and middle-income households, two non-
profit sector supply programs targetted at low- and moderate-
income renters were also adopted during the 1970's. Like the
public housing programs, however, they were aimed more at the

affordability problem than the supply problem.

C. Intervention in Rental Affordability Problems. Arguing

it had adequately addressed the quality and supply problems
through its relatively isolated quality- and gquantity-targetted
‘initiatives, the federal governmenﬁ finally intervened in a
serious way in rental affordability problems in the 1960's.51°
Its first response to rental affordability problems was the
introduction of loans, in 1960, to stimulate the construction of
rental housing for university students. In 1964, it extended the
limited dividend provisions to non-profit organizations willing
to construct low-rental housing, particularly for the elderly,
and introduced an alternate formula for the financing of public
housing. The improved funding of the public housing scheme
succeeded in stimulating considerable interest in low-rental

housing among the provinces, who began to establish provincial

51%YWhile the 1944 Limited Dividend program had been conceived as
a low-rental supply program, it was unable to produce low-rental
units. In addition, the 1949 public housing.provisions were
sparingly used.
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housing corporations to administer their public housing
programs. The poor design and minimal amenity standards of
public housing projects, the low-income profile of project
residents, the insensitive uprooting of established low-income
communities for slum clearance and public housing development,
and the social stigma generally accorded project residents,

however, spawned and/or exaccerbated serious social problems.

-As a result, following the recommendations of two major
federal Task Force reports in 1969 and 1972, the federal
government began to scale down the increasingly costly and
problematic public housing programs in favour of smaller,
scattered and socially-mixed low- to moderate—income.projects.
Accordingly, 1973 amendments to the NHA extended the non-profit
program and introduced a continuing co-operative program to
facilitate the development of social housing projects. In 1978,
when the public housing programs had all but disappeared, the
non-profit and co-operative programs were modified in order to
reduce federal capital expenditure. Currently, the non-profit
and co-operative social housing programs are the only federal

rental schemes aimed at the affordability problem.

6.3 Summary and Conclusion

In summary, the federal government's adherence to terms of
reference which define housing provision as a responsibility of
the private sector, home-ownership as the desirable tenure

option, housing problems as temporary conditions, and housing
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policy\as a provincial responsibility has resulted in a federal
rental policy composed, for the most part, of minimal, ad hoc
and short-term market-oriented programs. The fact that the
government did not draw the connection between the three
elements of the rental problem and the consequent isolated and
sequential treatment of the three problem areas has also
contributed greatly to the evolution of a narrowly-conceived,

incremental, piecemeal and reactive rental policy.

Though it is beyond the scope of this thesis, one can
speculate as to the impact the Canadian approach to the rental
housing problem has had on problem resolution. Currently, some
bask in the illusion that both the quality and supply elements
of the problem have been resolved. Admittedly, excépt_in rural-
areas and on reservations, Canada now has very few poor quality
housing units. A recent CMHC estimate suggested, in fact, that
less than 3% of rental dwellings are presently over-crowded or
of poor quality.®'! Moreover, our residential construction
industry is now capable, af least in theory, of supplying the
required number of units. As a result, there is a tendency to
define the rental problem today as an affordability problem. The
review of rental problems presented in Chapters 2 through 5
suggests, however, that the advances in quality and supply may
be more illusory than real, and that new versions of both

elements of the problem, which are qualitatively different from

511Canada Mortgage and Housing Corporation, Section 56.1
Evaluation, Table 3.1, p. 36.
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the problems of the past, may have emerged.

With regards the rental quality problem, before the
introduction of by-laws and construction standards, the private
sector could and did house the entire population, however
inadequately for some. Eventually, the electorate demanded that
minimum quality standards be adopted. Enforcement of such
standards, however, precluded the low-income renter's option of
living in substandard housing when he could not find adequate
housing he could afford. It also raised housing production costs
and rendered new housing unaffordable to many low-income
households. Today, new adequate quality rental housing remains
unaffordable to not only most low-income renters, but to many
moderate-income renters as well. Thus the improvement in housing
quality has been made at the expehse of affordable rental supply

for low- and moderate-income households,

As for the rental supply problem, once government had taken
steps to address shortages of manpower, resources, serviced land
and mortgage financing, housing supply problems ameliorated to
some extent. The continually escalating costs of developing
housing, however, eventually resulted in the emergence of a new
gap between the cost of producing rental housing and market
rents even moderate- and middle-income renters were willing or
able to pay. Consequently, produétion of all but very expensive
rental units has virtually ceased because: the market responds
only to effective demand and not social need. Thus supplying

affordable rental housing for low- and moderate-income
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households is an even greater problem than ever before.

Only now, after all these years of ad hoc government
activity in the rental sector, do we realize Qe may still be in
the same bind we were at the turn of the century in that a
substantial percentage of the renter population is unable to
obtain good quality, affordable rental housing appropriate to
the size of their household. In effect, then, the quality and
supply aspects of Canada's rental housing problem may not have
been "solved" but simply repackaged, with even more households
finding it difficult to afford or even find good quality rental

housing appropriate to their needs.

Moreover, the inability of the private sector to supply
reasonably priced rental housing may spark the onset of further
rental quality problems. At present, Canada's rental stock is of
good quality compared with other developed nations. The bulk of
it, however, 1s already twenty-five years of age, having been
produced prior to or during the 1960's apartment boom. Without
additional supply, the rental stock will deteriorate not only
because of age but because of intensive use. With the increasing
residuality of the rental sector®'2 and the consequent rent-cost
squeeze experienced by landlords, improvements to arrest the

deterioration are less likely.

5121n 1981, almost 60% of renters were drawn from the lowest two
income quintiles - the very groups the private rental sector has
traditionally been unable to provide for. This compares to 44%
in 1967. Hulchanski, "Tax Costs," Table 3.
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The rental programs of the past fifty years show a
remarkable consistency in that they have, for the most part,
been market-supportive, ad hoc, and minimal measures. Yet with
the deteriorating economics of private rental investment, the
increasing numbers of Canadians unable to afford home ownership,
and the overwhelming evidence suggesting that rental problems
are chronic, it is apparent that we cannot continue to rely on
the same approach to rental policy as we have in the past. No
private sector incentive program has yet been successful in
producing adequate rental units affordable to low-income
households. Moreover, it is obvious that one underfunded social
housing program cannot meet the tremendous social need.
Incfeasing‘the incomes of low and moderate-income renters could
go a long way towards resolving the long standing affordability
problem. Yet changing the income distribution of Canadian
society is a monumental challenge. Even with the redistributive
programs of the post-war Welfare State, the income distribution
of the early 1950's has remained essentially static.®'?® We must,

therefore, concentrate on the possible.

This thesis does not propose a solution. It can, however,
be used as a policy tool. The main point of the thesis is that
in viewing rental problems and policy options we have been and

continue to be constrained both by the terms of reference for

513gee D.P. Ross, The Canadian Fact Book on Income Distribution
(Ottawa: CCSD, 1980), p.12; Canada, Statistics Canada, Income
Distribution by Size (Ottawa: Statistics Canada, 1979).
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action we have imposed on our rental housing policy and by our
failure to clearly identify what the problem really entails.
Removing the constraints can open up new options. If we are to
make progress on resolving rental housing problems in the
future, the first step must be to question the traditional terms
of reference. We must rethink the conventional assumptions
regarding the capabilities of the market and the role and status
of rental and ownership housing in Canadian society which
underly our rental housing policy. We must also acknowledge the
interrelatedness of the three problem areas and design a
comprehensive ana long-term policy which treats all three
aspects of the rental problem simultaneously. Had we done so in
the 1930's, we_would, perhaps, today have a substantial stock of
adequafe low- and moderate-rental housing and wé woulé be
concentrating on rehabilitation to keep that stock in good
repair rather than on trying to find ways to house the more than
one-half million Canadian renter households with housing

problems.
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APPENDIX

FEDERAL PROGRAMS PERTAINING TO RENTAL HOUSING, 1938-1984

YEAR SECTION PROGRAM

1938 - Limited Dividend Program (new low-rental)
1940 -——- Rent and Eviction Controls (new/existing)
1941 -—- Wartime Housing Limited (new)
1942 --= Home Extension Plan (conversions)
1943 -—- Home Conversion Plan (conversions)
1944 9 Limited Dividend Program (new low-rental)

8 Loans to Rental Developers (moderate rental)

11 Guarantees to Life Insurance Companies (new)

12 Slum Clearance Grants (low-rental)
1946 9A Loans to Primary Industries (new)
1947 - Double Depreciation Plan (new)
1948 8A Rental Insurance Plan (moderate rental)
1949 35 Public Housing (low-rental)
1954 7-13 Insured Mortgage Loans

Conversion Loans (conversions)

1956 23 Grants for Urban Renewal Studies

1957 40 Direct CMHC Lending

1857-59 - Small Homes Loan Program (low-moderate
rental) '

-—= Home Improvement Loans to Landlords

1964 16A Loans to Non-Profit Developers (new and
existing low-moderate rental)

23 Grants/Loans to Implement Urban
Renewal Schemes

35D Public Housing (new and existing low-rental)
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35 Public Rent Supplements (low-rental)

1973 15.1 Non-Profit Program (new/existing
low-moderate rental)

34.18 Co-operative Program (new/existing
low-moderate rental)

34.1 RRAP Grants to Non-Profits and Co-operatives
44,1 Private Rent Supplements (low-rental)
44,1 Public Rent Supplements (extended to
Non-Profits)
37.1 Non-Profit and Co-operative Support Programs
1974 - MURB Program (moderate rental)
1975 14.1 ARP (moderate rental)
1979 56.1 Non-Profit/Co-op Programs (low-moderate
rental)
37.1 Non-Profit/Co-operative Support Programs

1981 - Canada Rental Supply Plan (moderate-rental)



