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Housing affordability is a growing concern in Canada, which is one
of the few Western nations that largely depends on market forces to
supply its housing stock.! It has emerged as a mounting policy issue
as federal and provincial governments struggle with addressing the
social and economic implications of affordability and the potential
consequences of a sharp market correction.

To put the issue in context, about 95 percent of Canadian households
obtain their housing on the open market.? During the post-2008
recession period, housing markets have been relatively strong -
spurred by the historically low mortgage interest rates. At the same
time, strong demand and constrained supply has significantly
increased housing prices, raising affordability challenges for many
households. In fact, housing affordability today is worse than at any
time since the beginning of the 2000s. In 2011, the Canadians spent
more than 40% of their household income on rent and utilities which
increased to above 50% in 20153

Many factors affect housing affordability in Canada. For example,
purchasers of single-detached houses face significant government-
imposed costs, including fees, charges, levies and tax. Moreover, under
the growing use of densification strategies, urban plans have tended

to restrict low-density in favor of medium and high-density housing.
The result has exacerbated the affordability crisis. In such ‘spatial
confinements of supply; increased demands are accumulated, leading
to an overall price hike.

Figure 1: Home ownership costs as percentage of median household
income*
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Figure 2: Densification, government fees and affordability
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According to the Canada Mortgage and Housing Corporation
(CMHCQ), housing costs bring financial stress to about 2.7 million
Canadians. To address this reality, the main set of programs to help
lower-income groups access decent housing is typically known
as‘social’ or ‘affordable’ housing - homes owned and operated

by provincial or local governments, or non-profit organizations.
They function on a non-profit basis, with low-income households
paying below market rents at rates tied to their maximum income
share, usually set at 30 percent, known as ‘Rent-Geared-to-Income’
(RGI).2 The term‘social’housing generally refers to traditional public
housing with highly subsidized rent, while ‘affordable’ housing refers
to more recent programs with modest levels of subsidy — 80 percent
of average market rents.

Housing (Un)affordability and Canadian Cities

Across Canada, one in five renters faces an affordable housing
crisis, spending more than half their income on shelter. A large
portion of the renters pays more than 30 percent of their monthly
earnings on housing®3:

>40% >30% of the household income

>20% >50% of the household income

Communities facing the greatest housing affordability challenge
tend to be the suburbs characterized by soaring home prices,
where developers have built little in the way of social housing

and rental apartments. About 31 percent of renters in metro
Vancouver spend more than half of their salary on housing.
Burnaby, Richmond and Coquitlam are among the hardest hit
when it comes to housing affordability. In the greater Toronto
area, Milton, Witchurch-Stouffville and Vaughan are the suburban
communities that have been hit hard by housing unaffordability,
with Mississauga having the greatest shortage of affordable rental
housing.? As well, the western Canada resource boom has brought
an influx of people into communities in Saskatchewan and Alberta,
driving up rents.

Affordable Housing Programs in Canada: a
Dependency Path

Since 2011, with CMHC acting as the primary policy instrument,
new federal funding for affordable housing has been provided
through the initiatives under the Investment in Affordable
Housing (IAH) program. During an eight-year period, the federal
government has committed to invest $1.9 billion through the
IAH. An additional $100 million was invested in new affordable

housing in Nunavut between 2013 and 2015.72 As well, the
Affordable Housing Initiative (AHI), a multilateral housing
framework, has also been agreed to by federal, provincial and
territorial housing ministers establishing the broad parameters
for bilateral Affordable Housing Program Agreements.”®

Of the $1.6 billion Ottawa annually spends to meet its ‘social’
housing operating agreement commitments, $1.2 billion

is cost-shared with the provinces and territories.”® This
‘investment’ significantly subsidizes rents for low-income
households, offsets mortgage costs or does both.

Impact of Immigration on Affordability

Another significant factor affecting the housing market is
immigration. With an aging population and a declining birthrate,
Canada has attempted to address this labor market shortage by
attracting skilled immigrants. Historically, Canada has provided
rapid responses to refugee crises around the world, the most recent
example being the settlement of more than 25,000 Syrian refugees.

Despite the need for skilled labor®, immigrants have been
reported to face unemployment and underemployment
challenges.® '* " The average unemployment rate of landed
immigrants is 7.6%, with Quebec (9.4%), Nova Scotia (8.9%),

and Alberta (8.9%) posting the highest rates.”" Clearly, there is a
strong correlation between recent immigrant status and elevated
levels of poverty.'? According to the latest Canadian Labor Market
report, more than 36% of immigrants who have been in the
country for less than five years live in poverty, as opposed to 25%
in the 1980s."” In Toronto alone, the number of immigrant families
living in poverty increased 362% between 1980 and 2000, which
is far greater than the population growth of 219%.'* The problem
is more intense among recent immigrants. Large and medium
urban centers, including Toronto, Winnipeg, Quebec City, Regina,
Saskatoon and Vancouver, have high concentrations of minority
immigrants in neighborhoods experiencing about 40 percent
poverty rates.’> 617189 Because of the ongoing civil war crisis,
most of these immigrants have been Syrian.

Recently, Boardwalk Rental Communities, a prominent private
developer, offered 350 housing units to help resettle Syrian
refugees at below market value in Edmonton, Calgary, Fort
McMurray, Red Deer, Saskatoon, London, Montreal and Regina."
The immigrant families will receive a minimum $150 discount on
their monthly rent based on a one-year lease. For a conventional
housing developer, this is a clear shift of its business principle,
from ‘profit maximization’ to ‘non-profit’ or ‘loss-on-the investment’.
While this is understood as an expression of corporate social
responsibility (CSR), it is perhaps a‘time-bound’ offer dedicated to a
particular population segment.

‘Social Business’and Housing Affordability

‘Not-for-profit’ or ‘non-profit’ has been a long-established policy
approach to solve societal problems. While non-profit organizations
do not need to recover operating costs, governments tends to lose
their investments, as they subsidize both rent and purchase. It is

@

Johnson Shoyama Graduate School of Public Policy - www.schoolofpublicpolicy.sk.ca

University
oRegina



time to consider a new policy option that bridges public and private
interest.

Pioneered by Nobel Laureate Muhammad Yunus, the “Social
Business” model is a combination of development, economics

and human rights. It is as a business not driven by the ‘profit
maximizing’ principle, but dedicated to solve long-existing
problems. It is based on ‘non-profit’and ‘non-dividend’ principles

- investment remains in the business, while it recovers operating
costs (i.e., self-sustainability) and meets its business (social) goals.?
Thus, social business situates between ‘non-profit’and ‘profit
maximizing’ principles:

Figure 3: Social business versus profit maximizing and not-for-profit
organizations®
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During the 1990s, the concept of social entrepreneurship (SE)
began to integrate commercial entrepreneurship as part of efforts
to advance the social mission of non-profit enterprises. It then
took the form of corporate social entrepreneurship (CSE), and
more recently corporate social responsibility (CSR) emerged as
the foundation for social welfare in business practice.?’ Clearly,

it is challenging to balance maximization of profit and social
welfare in one business.?? Recognizing the risk that such hybrid
ventures might gradually move toward profit maximization
Yunus? extends CSE to a more humane form where social business
emerges as a ‘new’ tool.

‘Profit Maximizing’ or ‘Giving Away’ — only
Approaches that Work?

Implicit in‘social’ or ‘affordable’ housing programs is that
government spends on affordable housing programs where return
on its capital is not expected. Arguably, government’s ‘giving away’
concept is influenced by a lack of knowledge about the actual
financial ability of the intended beneficiaries. Given the current
operational principles and existing affordable housing challenges,
there is a critical need to re-think how the issue is addressed.

Figure 4: ‘Shift’ - From ‘giving away’ to ‘investment’ and affordable
housing programs?
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Policy Shift

The social business model builds a mediated ground between
‘profit maximizing'and ‘giving away’ approaches. Social business
would guide the supply of affordable houses to an equilibrium
price that the beneficiaries would repay in the form of affordable
rent or mortgage. This, in turn, would allow the actors to realize a
return on their investment.

Social business can play an important role in guiding the ‘welfare’
mindset into ‘investment’ that would be rooted in the tenant’s
actual financial strength. This calls for a review of the construction
standard, including design and housing size as per individual’s
financial affordability. Clearly, the targeted beneficiaries are
perceived to be financially unaffordable against the current
housing standard and conventional market price. Thus, ‘affordable
design’ could reverse the equation while maintaining a minimum
building standard.

Almost all the private developers have CSR-driven financial
resources that government or the association of real estate
developers could collectively invest based on the social business
model. The result would be the construction of affordable houses,
with the original investments remaining in the businesses.
Moreover, CSR funds could grow as respective real estate
developers contribute further, drawing from traditional profit-
maximizing businesses. While social business would continue to
attract CSR funds, there is a policy need at the federal, provincial
and local government tiers to develop specifications for investment.
While the benefits of the social business principles in affordable
housing policy could significantly improve housing for the less
privileged® %, its adoption around the world is still evolving. In
Scotland, Glasgow is home to about 704 social business-based
enterprises, of which 74 are into housing provision. Private
developers are taking part in such‘new’ ventures to initiate another
investment route to offer and maximize housing benefits to the
residents, while retaining the original capital in the business.?”
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It's time for the idea of a public-private partnership in affordable
housing business to be re-evaluated. Using the social business
model the twin goals of affordable housing and realizing a return
on investment can be achieved in a way that meets both public
and private interests.
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