Literature Review of Socioeconomic Trends Affecting
Consumers and Housing Markets

# 6620-49

Draft Final Report

Prepared by:

Rural and Small Town Programme
Mount Allison University

and

Institute of Urban Studies
University of Winnipeg

Principal Investigators: David Bruce and Tom Carter
Research Team: Ausra Burns, Jino Distasio, JitBatby

April 2003



Table of Contents

O [ 1 0o [1 o 1T o PP OPRPP 1
1.1 VL] d gToTe (o] (o]0 | NPT UO SRR 1
1.2 Defining Regions and Sub-Markets........cccciiiiiiiiiin 2
1.3 Priorities for Further RESEarch. ........ o eeeeeiiiiiiiiiee e 5
2.0 Trends Affecting Consumers and Housing Markets..............cceeeiiiiiiinnieeeiieeeen. 7
21 MacCroeconNOMIC FACIOIS ..........coiiiiiiceeccceiiiiieee e 7
2.2 DemographiC ChanQgeS ......ccooooiiiiii e 8
2.3 Labour FOrce Changes ...........oooviiiiceemmmminiieee e 13
24 Housing Construction and Renovation ..........c..cooovvvvviiiiiiiiiiiiciiinneennn 16
2.5 COSt OF HOUSING ..ot e e e 20
2.6 Financing MeChaniSMS ...........oooo oo 22
2.7 Municipal INfraStrUCIUIE .........oiiiiiiee e 24
2.8 SMArt GrOWEN .....cooiiiii e 26
2.9 Market FailUre..........ooouiiiiiiiiies et e e e eeeneens 29
2.10 Multiculturalism and Housing Variation ..............ccccceeeeiiiiinieiiiiieieeeiinns 30
211 INCOME DISPANILY ...ceiieiieeiiiiitneie e ettt s s e e e e e e e e e e e e e eeeeeeeeeebnnnnnnses 32
2.12 Rental Markets and Rental INVeStMEeNt . cceeeeevvvveiiiiiieiieeeeeeiiiie 35
3.0 Analysis of Regional and Sub-Market Differente€anada ................ccoevvviiiiieennens 38
3.1 High Growth Metropolitan Centres ........ccccceuvviiiiiiiiiiee e 38
3.2 Slow Growth Metropolitan Centres ........cccceeeivieeieieiiiiieeeeee 41
3.3 Small TOWN CaNAdA .........uuuuuiiiiii et e e e e e eeeeeeeaees 43
3.4 Rural COMMUNITIES .....evviiiiiiiiie e eeeeee et inees 45
3.5 B I 1= 1 ISP 47
4.0 International Perspectives on Trends and ISSUES...........ccovvviiiieeieiiiiiiieeeeeeeeens 49
4.1 AUSEralia OVEIVIEW ......ceeviiiiiiiiiiiimmmcce ettt e e e e e e e e e e eeeerenees 49
4.2 New Zealand OVEIVIEW ...........coueiiiiimmemmmeiiiiiiiiiaaa e e e e e e eeeeeeeeesnneee 51.
4.3 United KiNgdOm OVEIVIEW .......ccoviiii et 54
4.4 United StateS OVEIVIEW ........ccoeiiiiiiceeemmeaae e 57
5.0 Priorities for FUture RESEAICH ....... .ot ee e e e e eeeeaaeees 61
6.0 Appendix A: Research Gaps DY TOPIC.....ccuuuuuruumiiiiiiiiiee e 72
7.0 Appendix B: Research Gaps by Sub-Market................ooooiiiiiiiiiiiieeeeeeee, 75
8.0 Appendix C: Additional Research Gaps .......cccuuuuuuuiiiiiiiieeeeeeeeeeeeeeevvviiieeees 80

Draft Summary and Annotated Bibliography
Rural and Small Town Programme and Institute of Urban Studies



1.0 Introduction

The purpose of the report is to review and conatdigxisting research regarding the impact of
socio-economic trends on consumers and housingetsaittiscuss current thinking, identify
research gaps, and prioritze future research. dpert outlines the recent and future aspects of
various trends, drawing on the major findings irstkalia, New Zealand, United Kingdom, and
United States where appropriate. A discussion@ftégional and sub-market variations within
Canada of the various issues and trends is provatetithe report identifies research priorities in
Canada. The report also contains a full annotatgbraphy of all sources consulted.

1.1 Methodology

A literature review served as the exclusive medmggmthering information about the trends and
issues affecting housing and consumer marketgatitee originating from a range of sources
including the academic environment, professionghoizations, private consultants, the building
industry, and third sector organizations was ree@w he literature also represents work from a
variety of disciplines ranging from economics, emtbgraphy and sociology, the health care
field, social policy field, geography, the physisalences (engineering), and other related areas.

The methodology included three primary activities:
identification of keywords for searches;
identification of key organizations as sourcesndédimation; and
identification of appropriate databases and welbsitsearches.

Keywords were used to search for relevant inforomafiom such sources as federal and
provincial organizations, research groups andtirnst, web-sites, journals and databases.

Key Organizations
A list of search sources includes key organizatsrh as the Canada Mortgage and Housing
Corporation (CMHC), Canadian Council on Social Degenent (CCSD), Intergovernmental
Committee on Urban and Regional Research (ICURBR)aGian Home Builders’ Association
(CHBA), Federation of Canadian Municipalities (FCMjovincial Home Builders' Associations
and provincial departments of housing and municiirs, and the Canadian Urban Institute.

Selected publications by Canadian research cesuidsas the Centre for Urban and Community
Studies (University of Toronto); Institute of Urb&tudies (University of Winnipeg); Rural and
Small Town Programme (Mount Allison University);caMcGill University School of
Architecture Affordable Homes Program were revieweom the United States we reviewed
materials from Harvard University’s Joint Center fousing Studies, and from Australia, we
examined materials from the Australian Housing dnion Research Institute (AHURI).

Databases and Websites
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Databases such as ProQuest, Carl Uncover, Sodalc®cindex, Ebscohost and Project Muse
were used to trace relevant articles publishediwitie last decade. Among scholarly and
professional journals covered wekousing Studies Journal of American Planners
Association Journal of Urban Economics Housing Policy Debate Canadian Geographer
andSocial Science Research

Several key web-sites were instrumental in progdiformation on current housing research.
They include:
. American Planning Associatiomww.planning.org
Australian Housing and Urban Research Instihite://www.ahuri.edu.au
Australian Institute of Health and Welfangvw.aihu.gov.au
CMHC Current Housing Research Databasev.cmhc-schl.gc.ca
Canadian Council on Social Developmentw.ccsd.ca
Canadian Housing and Renewal Associatovw.chra-achru.ca
Canadian Social Research Linkg/w.canadiansocialresearch.net
Canadian Urban Instituteww.canurb.com
Clayton Researctvww.clayton-research.com
Fannie Mae Foundation - Housing Policy Debate
www.fanniemaefoundation.org/programs/hpd.shtml
Federation of Canadian Municipalitiesvw.fcm.ca
Housing Agairhousingagain.web.net
Housing New Canadians: University of Toronto/YodtRershipyww.hnc.utoronto.ca
Housing New Zealandiebnz.com/hnz/default.htm
Housing United Kingdom Resource Guideusinguk.org
Joint Center for Housing Studies
www.jchs.harvard.edu/Research%20Page/SON%20intrp&eOhtmi
Metropolis: Research on Immigration and Integratiothe Metropolis (RIIM)
www.riim.metropolis.net
Saskatchewan Housing Corporatieww.municipal.gov.sk.ca/housing/index.shtml
Smart Growth Onlingvww.smartgrowth.org/Default.asp?res=1024
Social Planning Council of Winnipegww.spcw.mb.ca
Statistics Canadaww.statcan.ca
The Land Centresww.landcentre.ca/index.cfm
Yukon Housing Corporatiowww.housing.yh.ca

1.2 Defining Regions and Sub-Markets

Canada has many distinct geographic and socio-eacrsubgroups within the country. There
are many approaches to looking at regional vanggoich as Atlantic, Québec, Ontario, Prairies,
British Columbia, and the North) or variation a@d®using sub-markets defined in other ways.
There is no single, pre-existing typology which\pdes a simple framework for discussing and
analyzing the complexity of housing variation asrtdss country. Since different housing issues
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affect different types of communities (e.g., urlcampared with rural, large communities
compared with small communities, etc.) it is impaottto develop or use a framework for
examining and assessing socio-economic trends vefiebt housing and consumer markets to
provide a means to determine the most importantéutesearch questions. Our approach to
analyzing the various issues and trends withirlitemture was to develop a series of housing
sub-markets in the following manner:

High growth metropolitan centres. This sub-market generally includes many of the
Census Metropolitan Areas (CMA) of more than 100,p6pulation in Canada (e.g.,
Toronto, Vancouver, Calgary, Ottawa-Hull, and Via®. Many of the CMAs experience
high rates of population growth compared to otimealter urban centres. These
communities have a reasonably robust economy, anerglly tend to be a destination for
new migrants (both international and domestic)s&ub-market also includes the more
dynamic larger Census Agglomerations (CA) of mbent10,000 population (e.g.,
Moncton, Barrie, and Brandon), where higher ratgsopulation growth are more
prevalent.

Slow growth metropolitan centres The communities in this sub-market generally have
slower population growth rates and fluctuating ecoies. These include the CMA and CA
urban communities experiencing slower populati@wgh, such as many of the Atlantic
Canada (Saint John), Quebec (Chicoutimi-Jonquiare),Prairie (Moose Jaw) urban
centres, as well as some in Ontario (Sault Steidyland British Columbia (Prince
George) outside of the major growth centres. Sohtlkeocommunities in this category
would be retirement communities as well.

Small town Canada While there is significant variation within thesttegory (especially
when comparing small towns close to large urbatresnvith those located much farther
away), this housing sub-market includes most ottfsan centres of more than 1,000 and
less than 10,000 population. It does not includalktowns which are located in remote
parts of provinces, or small towns in the Northn@ally speaking small towns have slow
or negative population growth, youth out-migratian,older population and decaying
infrastructure.

Rural communities. This sub-market includes the unincorporated [glqtes the
incorporated centres of less than 1,000 populafigain, there is significant variation
within this category (e.g., there are differencesMeen communities located reasonably
close to large urban centres and those which ach riuuther away). These communities
are characterized by youth out-migration, a laclkanfl use planning, many land use
conflicts, housing markets with limited or no dedaand other demographic and
economic challenges such as population loss astidaf businesses and associated job
losses that reduce the demand for housing.
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The North. This sub-market covers the three northern terescand the northern parts of
most provinces (i.e., Labrador, northern Quebextspd northern Ontario, northern
Prairies, and northern British Columbia). Generaflgaking there are infrastructure and
housing construction challenges associated witldiogj in a cold climate. While
population centres are few, dispersed, and srhallfastest growing population in Canada
can be found in many northern communities: the Agwoal population.

We recognize that this approach has its limitations
Within any of the above categories, there is stithe variation. For example, both
Vancouver and Toronto are high growth centresthere are potentially different issues
associated with economic structure, climate, laselpatterns, ethnic mix, and many other
variables which are directly and indirectly relatedocial and economic trends affecting
housing and consumer markets.

From category to category there may be some overlbpth some of the variables or
indicators, as well as some of the impacts on Imguand consumer markets. For example,
slow growth metropolitan centres generally do ntyaat many international or intra- or
inter-provincial migrants, and neither do rural eoumities and small towns. This is one
factor that limits investment in new rental housindpoth types of places. But looking at
the collective mix of trends and the resulting iisaon housing for these three different
types of markets, one would find enough differertoesarrant this typology.

We have not provided a full listing of all possiblriables or indicators used to describe or
characterize each category or sub-market. Thisdwoot be particularly useful because one
could debate the mix of variables and indicatoib the relative weight or importance of
each. For convenience purposes, we work with thiemthat there are, for example, high
growth metropolitan centres, characterized pringdnyl rapid population increases and
reasonably robust economies, and this is enoughddference when compared to slow
growth metropolitan centres, characterized prinpdnyl low levels of population increase
and much less robust economies to result in difteksnds of impacts on housing.

We have not provided a full listing of all possilslemmunities which constitute each
category or sub-market. This would not be posdikleause we have not developed a
detailed method for “calculating” where each poesdommunity would be placed, based
on a mix of variables and indicators and the redatveight or importance of each. We have
provided some illustrative examples. Communitiesrtkelves can self-identify which type
of housing sub-market best reflects their sociaeaac situation. Likewise, readers can
identify communities which generally fit one or #mer category based on their knowledge
of communities. The point is that there are diffietgpes of communities, and it is
important to understand what the differences atenms of trends which affect housing.

The typology is an important analytical tool. Aftee provide a review of the trends and issues
from the literature, we use the typology to analgmg differences among these trends and issues
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within Canada in terms of how they affect differgmes of communities in different ways.
Understanding the trends and issues within thisestnelps to inform the assessment of and
discussion about future research priorities. Fangxe, trends and issues which affect many
different types of sub-markets are likely to beydater importance in terms of developing future
research questions to better understand the hoaasiegmes they produce. At the same time, we
recognize that some of the issues and trends nfagtile the same in two or more categories,
but the extent to which they affect different subrkets may be more a matter of degree or
magnitude. There will be some commonalities frora sab-market to the next, but taken as a
whole, there are enough differences to warrargagstlthese five different sub-markets.

1.3 Priorities for Further Research

Setting the agenda for future research priorisexitical to ensuring the most accurate and
relevant information is available for policy devetoent and action planning. Given the
multitude of issues and trends which affect housing consumer markets, the varying
perspectives brought to bear by different stakedrsldhe sub-market differences, and research
budget/resource limitations there will be competi@gearch priorities.

Our approach to developing the list of researcbrpies includes the following:

A review of the existing knowledge on specific tlsrand issues. For which items do we
continue to require ongoing information, especiabyit relates to anticipated changes?
What are the topics for which we have little orinfmrmation? Which trends are most
important in Canada?

A review of recommended “further research” from likerature. What ideas do researchers
and others have about the most pressing needgsrtbef research?

A review of common and dissimilar issues and treaxsss the different sub-markets.
Which research outcomes will have applicabilityriore than one sub-market? Which
topics require specific or focused research?

A synthesis of this information, including an assesnt of gaps that appear in the research
on issues and trends. This broad analytical apprtmexamining the most important
trends leads to the identification of priority esdar research.

After completing these steps, we then use theviatig principles to develop a list of priorities
for future research:

the importance the issue or trend is given in itieedture, particularly as a driver of (the)
housing market(s);
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the potential of the issue or trend to influencrumber of sub-markets and geographical
regions;

the gaps in research on the issue or trend thatpgarent;

the potential to actually carry out a researchgmiopn the priority issue (i.e., the topic can
actually be researched and is not so general ¢ergson nature; the data exists or is
possible to collect; it is financially feasibledarry out the research, etc.);

the potential for having a major impact in terms e knowledge creation or developing
new avenues of inquiry and investigation; and

the potential to have an impact on or influencelipyiolicy.

The report now turns to a discussion of the mapgnds affecting housing and consumer
markets. This is followed by a discussion of thgigral and sub-market differences, and
international perspectives on the trends and isSuesreport concludes with an assessment and
discussion of the priority topics for future resgar
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2.0 Trends Affecting Consumers and Housing Markets
2.1 Macroeconomic Factors

A number of macroeconomic factors such as inteegtes, taxation and changes in labour
markets have affected and continue to profoundlyémce the housing industry and consumers.
Research on macroeconomic factors affecting consuamsl housing markets in Canada
indicates that during the first 25 years of thetpuar era, new housing construction tended to be
counter-cyclical, moving in the opposite directiorthe economy at large. This was an era when
governments set interest rates and concentratecedit programs to promote new housing starts
as a way of stimulating a sluggish economy. Overpiast 15 years, the pattern has reversed.
Starts and completions reflect economic swings tiawmortgage markets are integrated with
capital markets and are subject to the same fohegsffect other sectors of the economy
(CMHC, 1995b).

Interest rates have an indisputable effect on Ingusales and new housing constructieor.
example, the Canadian Real Estate Associationdinkertgage rates, which rose steadily
throughout most of 1994, to lower housing starts l@sale activity during this period (Angus
Reid Group, 1995). New home construction, whichrgsents close to half of total residential
construction spending, is highly sensitive to eeoiroconditions, and its growth during cyclical
upturns is important in helping the economy regaomentum (Hirshhorn, 2000). In the last few
years (2000-2002) record low interest rates sebtmter the most recent economic downturn
have contributed to robust housing activity in MoAimerican markets while other economic
indicators such as industrial activity showed sighdecline. Research evaluating the effects of
housing stimuli during the last decade should kaedaken in order to inform more effective
actions today and set future research agendasttains, 2000).

An overview of housing activity and indicators centing the performance of the Canadian
housing industry show that new home builders andvators work in an extremely competitive
environment: margins have been under pressureodg@vernment charges and taxes, and
regulations (CHBA, 2001a). A number of studies hslvewn that the restrictive government
budgets in the 1990s — fiscal restraint at all lewé government — threatened to increase already
heavy industry costs (Lampert, 1998; CHBA, 1992).

Housing industry advocates argue (CHBA, 2001b) tinataxation system, and in particular the
increase in federal sales taxes on new homesirgstibm the introduction of the GST, directly
affects the affordability of homeownership and wiability of rental housing construction in
every community in Canada. The additional 2-3 paraefederal sales taxes results in an extra
cost of $3,000-$4,500 when buying a $150,000 hdrhe.Canadian Home Builder’s
Association (CHBA) asserts that there is stronglevce of a link between the introduction of
the GST and a rise in underground residential ratiow activity. As with new housing, the
federal sales taxes collected on renovation ineceagnificantly when the GST was introduced.
According to CHBA (2001b) estimates, however, dvaf of repairs and 44 percent of
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alterations and improvements in the province ofa@atwere carried out by underground
workers.

Changes in income tax treatment have also hiteah&@&al housing sector. Since the early 1970s
these changes have significantly reduced the &tteamess of rental investment. Rental starts in
Canadian centres with populations of 10,000 or rhare dropped from 50,000 units in 1987 to
just 14,000 units in 2001 (CHBA, 2001b).

According to the Angus Reid Group (1995), thereagnsignificant challenges on the housing
agenda. While overall homeownership affordabilig tmproved over the past decade due to
lower interest rates and relatively stable housgepr pessimism about the job market, slow
income growth and, in some Canadian markets suttea&tlantic region, concern over steadily
declining personal disposable income and shringgrgonal savings (MacDonald, 1998), delay
purchasing plans for Canadians. Availability, aadwsity, of employment have for many years
been major “top-of-mind” issues for Canadians bhgks.

Changes in employment greatly influence overalldmogitrends and shape changes in housing
demand in particular Canadian regions (see CHBA12(hd MacDonald, 1998). During the
period from the early 1980s to 2000 Canada’s regexperienced differing patterns of economic
growth, and consequently, varied levels of emplayna&d population in (or out) migration and
different rates of household formation. In the [B980s, people tended to migrate to regions with
strong job markets such as Ontario and B.C. Marentty (mid-1990s) another strong wave of
in-migration has affected housing markets in Alaemd Ontario, where housing starts have
increased significantly. According to the Canadtiome Builder's Association (2001), slower
growth regions, particularly Québec and Atlantim&da, experience steady outflows of
population as people seek job opportunities elsesviidere has been strong employment
growth in Canada since 1994, with the exceptioa wfinor has slowdown in 2001.

2.2 Demographic Changes

Although there are clearly documented demograpbitds in Canada that can be considered
national in scope, Canadian demographics alsdrdites significant regional and in some cases
ethnic differences. The following discussion wdttis first on trends that characterize the
population on a national basis and then highliginte of the other major differences.

Nationally, population growth is slowing and raéee projected to continue to decline over the
next couple of decades (Statistics Canada, 20@tilify rates have been decreasing over the
last four decades and although the current deidimery modest there is no evidence to suggest
the trend will be reversed in the immediate futireath rates continue to be low (although rising
because of the aging population) and life expegt@mcreasing (Statistics Canada, 2001).
Current fertility rates are below replacement lsv€lopulation growth in Canada would be very
much lower were it not for continued internatiomagration to Canada (Statistics Canada, 2001,
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CMHC, 1996). Expanding on future growth scenardsyey and Kalbach (1995) note the link
between an aging population and low but relatigtdple fertility rates which will be mitigating
factors of future growth. The level of immigratiaml be the key to future population increases.

Nationally one of the most significant trends isloanbtedly the aging of the population and the
increasing number of seniors (CMHC, 1989, 1996tiStes Canada, 2001). By the middle of the
21% century more than a quarter of the population bell65 years or older compared to the
current 12 percent (Statistics Canada, 1996). gimgadf society is encouraging the industry to:
develop new designs to accommodate changing ptyseds, yet promote independence;
develop new financing and tenure options for enmgisters and retirees; and
develop new financing programs so seniors can madlgir existing homes and cover
operating costs as their incomes decline witheetent (equity conversion mortgages).

A growing percentage of the senior population apeeeted to “age in place” in their own homes
and to live alone (Department of the Environmef83, CMHC, 1989). These aging trends will
require more customization of house designs to@ugatures such as emergency response
systems, sight and hearing supports, supporthiéodé¢livery of home care services. Accessory
apartments or granny flats so seniors can liveniexdended family situation will become more
common (Carter Research Associates, 1995, 1999et#r, because of the increased mobility
of the population it is likely that seniors willvefewer family members nearby to provide care,
increasing the need for more home support services.

Other demographic trends of importance include:

. shrinking household size. The average number aioperper private household has fallen
from 3.9 in 1971 to 2.6 in 2001 (Statistics Cand®§1 and 2001, Analysis Series).
Although future declines will be modest, a decim¢éhe household size does generate
more individual households and keeps demand fosihgthigher, even with modest
population growth, than would have been the cadenbasehold size not declined;
the number of private households is still growiagtér than the population living in them.
Between 1996 and 2001, private households increaSegkercent, while the number of
people living in them rose 4.0 percent;
non-family households (people living alone or wather unrelated individuals) have grown
and will continue to grow more rapidly than familguseholds. In the period 1961 to 2001
non-family households increased from 13 perce@Btpercent of total households,
growing in absolute terms from 605,801 to 3,191,886seholds (Statistics Canada, 1961
and 2001, Analysis Series). This trend is assatiaith the aging of the population
(seniors living alone) and people marrying or paritrg later, or not at all, and more young
people leaving the parental home and living onrtben;
an increasing number of single person householus pfoportion of single person
households has increased from 9 percent of alldtmids in 1961 to just over 25 percent
in 2001 (Statistics Canada, 1961 and 2001, Anafysiges);
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in 2001 married or common-law couples with childegied 24 and under living at home
represented only 44 percent of all families in Ckndn 1991, they accounted for 49
percent and in 1981 they represented 55 percent;

at the same time, couples with no children livihp@me accounted for 41 percent of all
families in 2001, up from 38 percent in 1991 ang8#cent in 1981;

lone-parent families represented 16 percent daatilies in Canada in 2001, up from 12
percent in 1991 and 10 percent in 1981,

continued high levels of separation and divorcé méan an increasing number and
proportion of single parent families;

a total of 34,200 same sex couples were count€dnada in 2001, 0.5 percent of all
couples (2001 Analysis Series);

overall there will be stronger growth in non-traahial households such as childless
couples, elderly couples, same sex couples, youagtes and elderly singles. There will be
only modest growth in the traditional family of lmasd, wife and children; and,

growth in the empty nester (55-64) and 65 plus fdmn will be 67 percent and 97
percent significant from now to 2016. Growth in thist-time buyer age group (25-34)
however will be much more modest, just over 5 pardering the same time frame
(Statistics Canada, Population Projections Mediuow@ Projections based on 2000
population estimates).

These additional trends will have significant eféeocn housing markets. The growing number of
single person households, including single senincsgases the potential demand for affordable
rental units. Family break-up and the growing nundesingle-parent, generally female-led,
families also increases potential demand for aéiblel rental housing as low income is generally
a characteristic of this group (Statistics Cana88,1; CMHC, 1989, 1992, 1996 and 2001,
Hosios and Fallis, 1995). To this point, howevkis lemand has not translated into significant
new rental housing starts, in part because tharnoame of many of these individuals will not
support rents that generate an adequate retumvestment in the private sector. Instead,
increased demand has been largely met through sdlweces of supply, such as conversions
from non-residential to residential and throughdkgelopment of secondary suites in single
detached dwellings.

With increasing numbers of smaller, often non-tiadal households, new designs and a
different mix of tenure options will become morerocoon. Tenure options can include
condominiums (whereby residents have title to tmelividual units, non-exclusive rights to the
common elements, and membership in the condo catiporwhich controls all decisions related
to the development), and co-housing (where ressdanh or rent their individual units which
are clustered around a common area with sharedig@sesuch as swimming pools, exercise
rooms, and outdoor gardens) (Canadian Cohousingadvletvebsite, 2001) and life leases. Life
leases are defined as units to which a persondtagpancy rights for the duration of their life.
Residents of life lease projects pay an entrane¢vidich can be up to the purchase price of the
unit) and monthly occupancy fees which increasgearease depending on the amount of the
entrance fee. Life lease projects generally daatiotv residents to accumulate any additional
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equity in the project and when the lease is tertathaesidents receive only the entrance fee
back (generally without interest). Ownership of tim& remains with the sponsoring agency with
residents entering into a life-long lease agreenergome cases the life lease arrangement may
permit some accumulation of equity. When the lesiserminated, the lease holder gets their
entrance fee plus appreciation amounting to ineeasmarket value in the project or a share of
this appreciation, depending on the formula agteed the initial lease agreement.

Ownership rates are likely to remain high becauaeynaging empty nesters and seniors,
particularly couples, are likely to opt for tenungtions that incorporate an equity/ownership
component. This could include condominiums andlétese arrangements. They will likely more
often be in life-style retirement projects, partarly gated communities or projects associated
with other leisure and recreational life-styles {89 1999; Hesse, 2001). Demographic trends
suggest only nominal growth in the first time bugge group. This will mean continued, but
modest, demand for starter homes. The demand ¥ounés may be quite limited because
move-up buyers will be placing their starter hormeshe market and some first time buyers are
likely to opt for the purchase of an existing ubiemand for well appointed homes will continue
and be driven by the move-up buyer.

The continued high level of international migrattonCanada is increasing the already culturally
diverse nature of the Canadian population. Therditeof the immigrant population has been
increasing significantly. Prior to 1961, 90 percefthe immigrant population had originated
from the United Kingdom or European countries.hia period 1991 to 1996, only 19 percent
originated from this region, while approximately @@&rcent originated in various countries in
Africa or Asia, and others came from Central andtB&merica and the Caribbean (Statistics
Canada, 1996, Nation Series). The immigrant effadiousing demand in general and on the
demand for different home designs and housing ogfiwill continue to be a factor in the
market place, particularly in the high growth urlz@mtres (Statistics Canada, 2001). Melzer
(2000) noted that 74 percent of most-recent immigr&hose arriving in the 1991-1996 period)
reside in one of Toronto, Montreal, or VancouveoAt 39 percent of all most-recent
immigrants are more likely to find themselves imecbousing need. In addition, most-recent
immigrants are typically renters (70 percent). Quae, immigrants are likely to become
homeowners and be in housing conditions and cirtamass similar to that of the general
population. For example, 76 percent of immigrant®arrived prior to 1976 are homeowners.

Intraprovincial and interprovincial migration trenedother important aspects of population
change - exhibit significant regional differencilgration tends to be selective in terms of
origins and destinations, as well as being ageifipethese trends create housing surpluses in
some areas and raise demand in others. Migratisimd&ons have been, and for the foreseeable
future are likely to continue to be, the major mptlitan centres, particularly in Alberta, British
Columbia, and Ontario. Migrants come from othewnproes but the vast majority of

international migrants also gravitate to major mjedditan centres, adding to the regional shifts
that are occurring. In addition to this regionaftsithere is an on-going rural to urban shift las t
agricultural and other resource-based sectorsraentiative to other sectors of the economy.
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Most rural areas and small towns (with the exceptibthose on the fringes of high growth

urban centres) continue to decline and generadlytlunger age groups (both families and
singles) make up the majority of people leavingadidition to these general migratory patterns of
younger people, seniors are moving in significamhhers to retirement centres, often those in
the warmer, more coastal parts of the country.

These migratory patterns will generate more ovehand in destination areas and will also
generate demand for different types of housingatdor young singles, single family homes for
young families and various retirement homes andrdtbusing types for the elderly. This growth
is reflected in housing markets by the level ofding starts and sales of existing homes. This
growth, however, has been very urban focused anchtdrkets much more buoyant in the major
urban centres in the destination areas.

Rural areas and particularly small centres in tizéri@ region, the North and the Maritimes have
experienced significant population loss during1B86-2001 census period, which has resulted
in deteriorating housing market conditions in maamgtres in these provinces. The Yukon, the
Northwest Territories, Newfoundland, New Brunswiblgva Scotia and Saskatchewan all
experienced population losses during the 1996 @4 ZDensus period and growth was negligible
in Manitoba and Prince Edward Island (Statisticedda, 2001). Many of the declining
communities in these provinces are experiencingaed investment in housing and will
continue to be characterized by low house valugsancies and abandonment. Investment in
rental housing is particularly sensitive to popiatdecline and these centres often face a
shortage of adequate, affordable rental accommmdédr people remaining in smaller
communities. Units in these communities that magitieng vacant or abandoned are often older
and in poor condition and not always the type afsusuitable for the characteristics of
households requiring housing.

The demographic characteristics of the Aborigirgydation also stand out as distinctly
different. As the majority of the Aboriginal poptitan lives in the West and the North these
differences have regional significance. Highernligrtrates (birth rates are double the national
average) and a much younger population profilelr@smuch higher rates of population growth
and household formation. These trends will be naamed well into this century. Higher rates of
household formation, when combined with the relyivow incomes of Aboriginal households,
will dictate a need for more affordable family hogs(Norris, et al., 1996; Kerr, et al., 1996;
CMHC, 2001; Social Planning Council of Winnipeg02).

Analysis based on the 1986-1991 Census perioddtelichere is some inter-provincial
migration of the Aboriginal population, generalgpresenting shifts between the far north, mid
north and southern regions of Canada but the nomsthmn movement is related to off-reserve
Aboriginals moving from one off-reserve communityather, generally larger urban centres.
(CMHC, 1996). Large urban centres are experienceigains as a result of migration, while
modest net losses have been recorded off resergesaller urban centres and rural areas.
Reserves gained population through some reverbar{uo reserve) migration and from natural
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increases, but the largest component of the onvesecrease is attributed to the return
migration of individuals who obtained Indian Statusler the 1985 amendment to the Indian Act
(Bill C-31). Data also suggest that females, yourigmilies and lone parent families are
over-represented among Aboriginal migrants fronalrand on-reserve communities.

Work on the 1991-1996 Census period (Norris and/8ea2000) identifies similar trends.
Although they characterize the Aboriginal populatas relatively stable and identify the same
limited movement back to the reserves they sughashousing pressures and a shortage of job
opportunities and services on-reserve, combinel gribwth of the working-age population and
educational and training requirements, may increasgsures to migrate from reserves. This may
be counterbalanced by difficulty obtaining suitab&ising and continued high unemployment
rates in urban communities. Norris and Beaven (@@ Clatworthy (2000) both refer to “high
churn” of Aboriginal people in cities. The Aborigihpopulation is in a high state of flux related

to upheaval and break-up of families, difficultretated to accessing adequate and affordable
housing and high unemployment rates.

Overall, Canada’s population is expected to ilatstimodest rates of growth, with the most
significant growth concentrated in major urban oesitn British Columbia, Alberta, Ontario and
Quebec. Most of the increase in numbers will bebatted to migration from a variety of
international locations which will also increase thversity of the population. The population
will continue to age, although the Aboriginal pogtidn will stand out as distinctly different in
this respect, reflecting a much younger profilee Dwerall trends suggest a modest but
continuing demand for housing with disinvestmentural areas and smaller communities in
most provinces and more substantive investmentjomurban centres. Aging, the diversity
generated by migrants, and the growth in what leas lcharacterized as non-traditional
households will strengthen the already preval@amdrtowards new tenure and design options.
Many of these same characteristics, as well agrthath of the Aboriginal population, will also
generate a need for more affordable housing options

2.3 Labour Force Changes

Canada's labour market has undergone major changesent decades experiencing significant
shifts in the type of work performed, rates of pay job security. These changes have
influenced housing markets and housing affordgbiéis well as housing design, tenure and
finance options.

Carter Research Associates (1999) state that begyast several decades, the declining
importance of manufacturing and resource-basedsinds has resulted in an overall reduction
of employment opportunities in the semi-skilled &hae-collar sectors. New employment
growth, however, has occurred in service industres "'new economy" activities such as
information technology, and research and developnSame of these new jobs are professional
and highly skilled with attractive salaries and &f@s, others are lower paying (often minimum
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wage or slightly above) and may be part time ottreatual in nature — jobs in the fast food
industry for example. In fact, in recent yearsuse@mployment and income opportunities have
declined for many in society and work has becomeesmon-standard (Statistics Canada, 2001,
Yencken and Porter, 2001; CMHC, 2001). Non-standank refers to casual, part-time,
short-term, contractual, seasonal and self-employa#. Labour force trends have created a
divided market situation based on good jobs, bbd {&¥encken and Porter, 2001). This divided
market situation is increasing the income gap betwegh-end and low-end jobs (the "hour
glass" society).

The effects on consumer and housing trends ardisant. For example, professionals in "new
economy" positions are more likely to purchase fegtd homes and although the traditional
single-detached homes are often their first chor@my are seeking options such as loft condos
and apartments in the inner city where many newm@ty jobs are located. This trend is helping
to revitalize inner city residential areas and tres new life into downtowns. Work by Richard
Florida (Florida, 2000a; Florida, 2000b; FloridalgBates, 2001) in the United States focusing
on "knowledge workers" illustrates that these woslkae not only interested in certain types of
housing in certain areas of the city, but theyadse very much influenced in their location
decision by the characteristics of cities. Theweatultural diversity, certain lifestyle amenities,
and various environmental characteristics. If thisue of "knowledge workers" in Canada it
suggests that not only will they affect the locatemd demand for housing in particular cities,
but they will also generate higher demand in certéies.

On the other hand, those people at the other etitegbb market (part time, no benefits, and
lower wages) have difficulty accessing adequateadfudldable housing. For example, CMHC
(1994) illustrated that those who are unemployedt-foime workers or dependent on government
transfer payments are more likely to be in coreshmuneed. Core housing need refers to
households which are unable to afford shelterrtiedts adequacy, suitability, and affordability
norms without expending 30 percent or more of askbald's gross income (CMHC website,
2001).

Another factor related to job instability is the emging gap between the technological have and
have-nots of the Echo generation [born 1980-19G#l{ins et al., 2001). Those living in
households that can afford computers and high spe®dections to the Internet will have a
distinct advantage over those households thatrable to afford them. This will lead to
employment and income instability for a large pmjom of young people who have been
technologically disadvantaged (CMHC, 1996).

Participation rates, another important charactergdtthe labour force, have also been changing.
Statistics Canada data reveals that the participatite of men is decreasing slightly (Statistics
Canada, 2001). However, the participation rate gqweomen is increasing as more women are
postponing or foregoing marriage and childbirthaddition to having fewer children. Women
are entering the workforce in greater numbers gedding more years in the workforce. In
addition, more women are self-employed than in ipreyears, an outcome related to higher
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levels of educational attainment (Statistics Cana@81). This has had a positive effect on
housing markets, as the number of two income haldslgrows and these households have
more combined income to address housing needsh@kisicreased the demand for housing and
improved the housing conditions of many househditiss will depend, however, on where

these two earner households are positioned iratimul market: in the higher paying skilled and
professional positions; or in the lower paying uhs#t service sector.

In addition to the increasing polarization of labaarkets there is also evidence to suggest that
there is a lack of skilled labour in some areashsas the construction industry. This has resulted
in reduced or postponed activity in the construtsgector. In some cases, the creation of new
housing projects and work on existing housing usitdeferred because construction companies
cannot find the required labour resources (IngitftUrban Studies, 2001a; 2001b).

The polarization of the labour force is also hawspecific market and neighbourhood effects
within cities. The increasing numbers of high-in@professionals (for example, working in
information technology, research and developmeht) are more likely to locate in the
downtown or inner city areas are becoming gentsfidany of these middle and higher income
individuals take up residence in older inner-cityas and renovate or convert housing so that it
conforms with middle-class taste while increasimg @verall price and quality of housing in
these older residential areas. Gentrificationgs ahore likely to be prevalent in areas with
specific site amenities such as character houparlts, exceptional views and other locational
assets such as proximity to employment. The pratesslead to displacement of lower income
households, especially those living in rental aswhring house accommodation. Ley (2001),
whose work has documented this process, conterdsven that gentrification is a process that
occurs in stages and thus displacement of lowenecgroups can be gradual and adequately
managed by appropriate housing policies.

Low-income individuals and families have less ckartthe housing market and will be forced
to seek out lower priced rental options. In maniesithis means living in the inner city in older,
poorer quality apartments and homes. The combmatidower incomes and poorer quality
accommodation are contributing factors to neighboad decline. Often these areas are
characterized by concentrations of recent immigrantparticular ethnic groups. For example,
Aboriginal households are a dominant presenceairirinner cities and their educational and
labour force characteristics are very differentfrother sectors of society. Analysis by Kerr et
al, (1996) illustrates that educational and shkéigels of the Aboriginal population lag those of
the non-Aboriginal population and unemploymentsdte Aboriginals are two and one-half
times higher. In addition, Kerr's work demonstrates from 1981 to 1991, average incomes
actually decreased for Aboriginals. Their abiliyaccess adequate, affordable accommodation
and invest in the improvement of housing is vemyitied.

Labour force trends display several regional d#fees:
Labour force growth is expected to remain primauilgan focused with continued
concentrations of new employment opportunities ievamajor urban centres.
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High salaried professional job opportunities wal jparticularly concentrated in these urban
centres.

The growing number of new economy and high teclodppities will continue to gravitate
to cities that have existing and expanding employmdrastructure in these sectors.
Regional clusters of high tech industries sucheasspace, computer and information
technology will continue to expand and industriel @apitalize on the principles of
agglomeration economics in cities such as Vancouvalgary, Saskatoon, Ottawa,
Toronto and Montreal. This will continue to forceripheral cities to become more
competitive in attracting and maintaining capitalestment.

Without a structural shift in employment opportigstthe continued concentration of better
paying jobs in major urban centres will mean indials living in rural communities will
continue to be underemployed as a result of limetegloyment growth and their inability to
access jobs in peripheral locations. Often lowél lglvels restrict the opportunities for people in
these rural areas to move and access better jels résult, the spatial entrapment of many will
continue, if not escalate. People with low levdlsducation and job skills living in the inner city
face the same sort of spatial entrapment.

The changing labour force characteristics and irecomstability have had a mitigating effect on
the housing market in many areas of Canada. Théicaton of increases in non-standard work
and the associated lower incomes mean that manydndls and families have found it
increasingly difficult to purchase a home or reti¢@uate affordable accommodation (Kupke and
Morano, 2001). There is little evidence to sugdgeistwill change in the immediate future.

Groups most vulnerable to unemployment have beamidibals, immigrants, and youth
(Statistics Canada, 2001; CMHC, 1996). Statistimsasthat from 1981 to 1991, Aboriginal
unemployment rates increased dramatically (Ker@619High unemployment rates among
Aboriginals are the result of numerous factorsluding: lack of skills and little education; a
weak economic base in many rural and/or remote aamitras and hence, few job opportunities.
Shelter expenditures are consuming a very highepéaige of household income for these
low-income households, particularly the Aborigihaluseholds. CMHC's study (January 1992)
supports these findings and documents the growieguality involving the distribution of
income and shelter expenditures in Canada from-1931.

Growth in professional, highly skilled positionsgra common in major urban centres), on the
other hand, has allowed many other householdgtuofisiantly improve their housing
circumstances.

2.4 Housing Construction and Renovation

There is a strong connection between trends rgléimew housing construction and trends
relating to the existing housing stock and its rfemance. The1996 Census indicates that about
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two-thirds of Canadians are living in housing thmegets or exceeds Canada’s high housing
standards. In addition, Canadian housing has begedsing in size and amenities. The average
new home size in Canada has risen from 1,374 sdeetren 1993 to 1,455 in 1998 or about 1
percent annually (CMHC, 200(ingle-detached starts account for over half ofiailsing starts
in Canada (CHBA, 2001b).

Housing starts in Canada have increased from taeuway low levels (110,933) of the
mid-1990s. New housing starts reached 162,7330i 20MHC, 2002). CMHC'’s Potential
Housing Demand (PHD) model projects that housefwldation in Canada during the
2001-2006 period will average 158,500 annually.|Rpanding on residential construction has
grown significantly over the last three decadeanf$4 billion in 1971 to $20 billion in 2000.
(CHBA, 2001a). New home building, renovations attteoresidential spending totaled $49
billion in 1999, accounting for over 5 percent @radian Gross Domestic Product (Hirshhorn,
2000).

Most of the increase in housing starts in Canad®01 is attributed to higher starts in two
provinces: Ontario, which has had very strong haysnarkets for the past several years; and
B.C., which experienced a modest recovery fromvirg weak markets that characterized the
period since the mid-1990s. Housing starts in Qoélnel Alberta also increased in 2001 over
output from previous years. Housing starts remasteddy or declined slightly in all Atlantic
provinces between 1986 and 2001. With the excemti®@askatchewan, where housing starts
have fallen steadily, starts in 2001 were higheMestern Canada (CHBA, 2001b; CMHC,
2002). Housing starts trends are largely depemalenates of economic growth (lower in
Atlantic Canada and Quebec and higher in Westenada and availability of employment, and
on resulting population migration.

There is a growing trend towards the purchasesaleehomes; resale buyers were expected to
more than double the number of home buyers (whoeaneto the home buying market) by the
year 2000 (Angus Reid Group, 1995). Indeed, resgatistics show that there were 380,458
homes sold in 2001 (more than double the numbeewfhousing starts) through the Multiple
Listing Service (MLS). This is up from over 330,002000, and 252,000 in 1995 (special
tabulations provided by CMHC). This shift will hage impact on patterns of spending on
construction over time, as homeowners look to rat®fnomes they have purchased on the resale
market.

The renovation industry has, since the 1970s, ararpward trend in its business to the point
that it now represents about half of all residémiastruction expenditures. During times of high
interest rates and economic uncertainty, some @nwmgropt to renovate rather than buy a new
home. Homeowners are the cornerstone of the reioovaiarket (CMHC, 1995b).

The residential renovation industry is made up tgagtsmall businesses, with more than 80
percent of companies run by owner-operators dyéatiolved in all aspects of the business
(CHBA, 1995). Compared with new housing spendingg¢imless market volatility occurs with
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renovation spending (CMHC, 1995b). There are s@gmnal differences in the types of
renovation work carried out. For example, compaoeftms in other parts of the country,
Québec companies derive a greater proportion af eenues from repairs, maintenance and
restoration work. B.C. companies derive more ofrttevenues from additions and conversions
(CHBA, 1993).

One of the future research priorities in the remiovaindustry is to assess the impact of new
technology on their work (CHBA, 1995). More effeetimeans should be sought in transferring
technical knowledge and practical skills to renovgtand in communicating to homeowners the
benefits of housing improvements such as energgi@ity, and improved indoor air quality and
ventilation (Reid/Foster Associates, 1997).

Overall, the number of units in the Canadian haystock is increasing. This trend indicates a
need for more focused research in the area of hgusaintenance and approaches to financing,
both toward efficient and effective maintenancegpams and strategies. Maintaining Canada’s
housing stock requires timely investment of furmsréplacement of building elements and
equipment. Research suggests that the longer shienasl life of the building, the higher must be
the annual contribution to the reserve fund (IBb@y, 2000). As knowledge of building element
life spans increases, and the need for adequatls fuecomes more clearly understood, a
significant component of the value of older apantimiildings could be the size of their reserve
funds. Awareness of funding required is the fitepsn understanding the effort needed to
preserve residential buildings, whether the steadwned and managed privately or publicly.
Regionally, the highest concentration of househodg@erting the need for major repairs is
Atlantic Canada (Lampert, 1999b).

Some 85 percent of the approximately 4 million aéhbusing units in Canada are private sector
owned. An evaluation of long-term trends in theaehousing market (CMHC, 1999) shows
that the rental stock grew rapidly during the 1980d 1970s, more moderately in the 1980s and
even more slowly in the 1990s. Very little new ediitousing has been built since the early
1990s because the potential returns from rentasimeent are not attractive (CHBA, 1999;
Lampert, 1999b); most of the increase in rentapfupas come from other sources, including
conversion of non-residential buildings to resigEnise. and the development of secondary
suites in single detached houses.

Although vacancy rates increased slightly from 2@02002 (1.1 percent to 1.7 percent) in
Canada’s 28 metropolitan centres there are stitlestight rental markets. In Montreal, Quebec
City, Gatineau, and Kingston 2002 vacancy rategwetow 1 percent. In another eight
metropolitan centres rates were between 1 perceh® gercent. The rate exceeded 3 percent in
only five centres. Overall, vacancy rates fell indf the 28 centres and rose in the other 17.
(CMHC Nov. 2002). Although the Affordable Homes §m@am recently introduced will stimulate
some new remtal starts, rental markets are lilkeehginain tight for the foreseeable future
(CHBA, 2001b). FCM predicts that the Canadian hogisiystem will need 45,000 new rental
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units each year for the next ten years to keepitlpaurrent demand and at least half of these
will have to be affordable units (FCM, 2000).

According to investors, some of the perceived diaathges of investing in rental housing
include: the potential need for extensive capipgrades; high property taxes; and excessive
government intervention (CMHC, 1999). In contraghwhe relatively low levels of investment
in new private rental projects in Canada duringlt®@0s, landlords undertake significant
investments in repairs and renovations to theitatgroperties every year (Lampert,1999b). For
example, landlords spent almost $4 billion ($1,@80unit) renovating and repairing private
rental housing in 1995 (CMHC, 1995).

Public housing is Canada’s earliest form of soe@ising. According to its precise meaning
‘public housing’ should meet two criteria: it shdlde owned by a government or a government
agency; and rent paid on all units should be catedlaccording to household income. Public
housing makes up almost one-third of Canada’s kboizsing stock (Smith, 1995). It should
also be noted that seniors occupy nearly half @fpilblic housing stock, which in turn creates
challenges related to a general lack of turnoveemdnts and the aging in place of seniors.

The public housing supply in Canada is aging asrtarity of public housing stock was built
before the 1990s. It may be in adequate physigalition at the moment, but major capital
requirements loom, especially in the high-rise fotid. The repair costs are expected to be
associated primarily with specific elements of addings such as cladding, windows, roofs,
balconies and exposed structural elements. Theofoshabilitation to deal with these concerns
is significant (Sewell,1994). In order to addressmof the problems and issues related to public
housing there is a need for further research dodms that focus on the modernization of
management systems and the development of more@paie organizational structures capable
of rapid adaptation (Smith, 1995).

Over the past few decades there have been sigrtitachievements in housing construction. The
“energy crisis” of the mid-1970s to mid-1980s prdetpthe development of air leakage control,
advanced framing for increased insulation levetsitmecovery ventilators, high-performance
windows and high-efficiency heating and lightingt®ns. The response to the energy crisis
raised concerns in two other areas - indoor ailityuend moisture-related deterioration
(Scanada Consultants Ltd. et al., 2000). The nmygbrtant energy-saving and environmental
features sought by potential homeowners are méiceesit windows and insulation (Angus Reid
Group, 1995). Other areas of innovation includeel firevention (e.g., development and testing
of light weight fire resistant floor assemblies piraved sprinkler systems and positive pressure
ventilation systems); noise control (e.g., bettemsl insulation of floors and walls); and
infrastructure renewal (e.g., maintenance and repades for parking garages and guides for
moisture management in exterior wall systems).

In addition, housing agencies and builders adoptedessful approaches to construction in
northern and remote areas, emphasizing stable &and and durable building envelopes.
However, the state-of-the-art of northern heating 2entilation systems did not significantly
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improve in the first part of the 1990s. Performamamitoring will be required to track long term
effects of innovations (Howell-Mayhew Engineeririgak, 1996).
In the last 20 years, the manufactured housingsingdinas undergone significant change. It has
shifted its emphasis from mobility to modular, pamant housing that in both style and
appearance is often indistinguishable from comparsibe-built homes. The advantages of
prefabrication include increased energy efficiemeguced construction waste and less overall
building site damage. By 1994, Canadian manufadthoeising producers, turning more to the
production of multi-section homes, held a 17 persbare of the new housing market. In order
to further improve the quality of manufactured hogghere is a need to promote and encourage
assembly-line construction techniques (Pallerg2@®0). While a number of technical studies
have been conducted with regards to constructienifspations, shipping systems and local
regulations for building codes for manufactured benfewer studies have addressed the
socio-economic aspects of manufactured housingo@@ipr2001; L. J. O'Riley & Associates,
1999). Friedman (1994) points to several aspeatsasfufactured housing that could benefit
from a more comprehensive and detailed investigatio
. transportation and lifting considerations;

indirect cost saving associated with shorter coiestsn periods, reduced material waste

and better after-sale service; and

marketing studies aimed at assessing the potdatiapecific types of prefabricated

assemblies in the North American context.

As a result of the many innovations, Canadian hmaukas become more energy-efficient,
environmentally responsible, healthier for its quants and more durable, while still remaining
affordable to the majoritgScanada Consultants Ltd. et al., 20@3spite these significant
improvements, there remains a need to undertakaised research quantifying the range and
extent of the impacts of innovations on the housnayistry and the overall quality of the
housing stock in Canada.

2.5 Cost of Housing

Falling mortgage rates and generally lower purcltasés have made it increasingly possible for
more households to buy a home in recent years. thedull 1986-2001 period, average new
house prices went up 42 percent — less than tipe&@nt rise in the Consumer Price Index
(CPI) since 1986. Over the recent period of 1996812hiere were only moderate increases in
new house prices — an average of around 2 pernangly for Canada as a whole, compared to
a CPl increase of approximately 3 percent anny&IMHC, 2002). The gain in purchase value
for consumers may in part be at the expense dbufiders, whose profit margins have become
narrower. Research suggests that builders’ labedinzaterials costs have increased much more
than house prices (CHBA, 2001b). The Canadian HBmiglers’ Association (2001b) reports
that while construction union wage rates (includgsagplements) increased by 52 percent during
the 1986-2000 period, lumber prices, an important pf house construction costs, were almost
60 percent above their 1986 level.
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Trends in housing prices are notoriously cyclicad differ greatly from one part of Canada to
another. According to Statistics Canada, new hpuses have increased in most major eastern
Canadian markets over the period of 1999-2001gvioilg relatively stable prices during the
1990-1998 period. Ottawa-Hull has been Canadasgéast market from 1999-2001 where
house prices have risen by almost 20 percent. &yoowth was also seen in Calgary’'s and
Edmonton’s housing markets due to strong local esves. Price increases in major eastern
centres have been much more moderate. Montréal/nase prices have risen by 9 percent
between 1999 and 2001. Toronto (5 percent) haseaiserienced increased prices. After
declining progressively since a peak in 1993, Vaneo's new house prices were leveling off
and in 2001 were only slightly above the level 888 (CHBA, 2001b).

The share of the typical house price accountetydiuilding materials ranges from a low of 23
percent in Surrey B.C. to a high of 34 percent iladtic centres. One reason behind the
significant range in the material’s share of thedeprice is land costs which vary substantially
across the country (Lampert and Denhez, 1997). g to the 29 semi-annual Pulse Survey
conducted by Canadian Home Builders’ AssociatiothenWinter of 2001/2002, concern over
rising serviced lot prices among new home buildearticularly evident in Atlantic Canada,
Ontario and Alberta, but not considered a problgrthbse in Manitoba and Saskatchewan.

While it can be argued that houses, or more prigdise buildings themselves, have for some
time been a good purchase value, over the 198166dd other homeownership costs such as
utilities, property taxes, and insurance rose faki@n inflation. For example, the cost of utilgie
has escalated since 1981 by 163 percent, compageheral price inflation of 99 percent.
Further, the actual cost of homeownership is irsgddy the levies, fees, charges and taxes
(totaling a substantial amount) on new homes cigteby all levels of government. They
account for over 20 percent of the price of new ésimn many major centres in Canada
(CHBA,2001b).

According to the Federation of Canadian Municipedit2000), homeownership affordability
became a bigger problem in the 1990s becauseisgalsdble incomes stagnated or declined,
especially for lower-income householdsCanada Mortgage and Housing Corporation (2001)
study which explored the housing conditions of letwadds reported by the 1996 Census of
Canada confirmed that increases in shelter costseebed growth in incomes. Over the five-year
period 1990-1995 average household income grewpdmsré&nt but shelter costs increased by 11
percent from 1991-1996 (Spurr et al., 2001). Duthrgy1990s renters saw rent price escalation
greater than general inflation, leaving less incaongave for purchase of a home. Further, over
the period 1990-1995 tenants’ average househotdrieqgyrew by only 1 percent, but their
shelter costs increased by 11 percent (Spurr,e2G01).

Comparisons have been made between housing castmefs and renters (Clayton Research
Associates Ltd., 1992). Owners’ shelter costs egatgr than renters’ for several years (typically
5 to 10 years) following the purchase of the hoHmwyever, over time, rents rise with inflation
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while the main component of owners’ shelter caodte (hortgage payment) stays relatively
constant (except when interest rates rise). A coispaof long term trends in housing costs
among home owners and renters reveals that owagesdignificantly lower shelter costs than
do renters.

The housing industry is concerned that the traraffénancial responsibilities for infrastructure
charges from the federal and provincial governmenissulting in ever-increasing local charges
on new housing at the municipal level. The mostartgnt factor influencing the differences in
total charges among the municipalities is the arhotimfrastructure charges - mainly
development cost charges. These sometimes inchatges for ‘soft services’ such as education
and recreational facilities. Industry advocatesaageiing that further obstacles to accessibility of
homeownership are shortages of trades/labour,ising| costs of materials. These are hindering
growth potential in new housing sales (CHBA, 2001b)

Some researchers (Ley, Tutchener and Cunninghaii, 2@y and Tutchener, 1999) argue that
in larger Canadian urban centres, conventionabregiand national factors such as shifts in
local economic climate and urban population grosgem to have declining significance in
accounting for price movements in housing, whilehsundicators as immigration, gentrification,
and increased goods and population mobility, h&namger effects (Ley, Tutchener and
Cunningham, 2001; Ley and Tutchener, 1999). Ovdralivever, the nature of the linkage
between immigration and house prices remains edytiey et al., 2001).

Fortin and Leclerc (2000) examined contentions niadeéemographer David Foot, who argues
that as the Canadian population ages, the numbw®mé buyers is bound to decrease, causing
the prices of residential real estate to drop suthstlly. Their study concludes that even if
demographics exert downward pressure on real gatigats, such an impact will probably be
dominant only in certain regions, namely the Atlaprovinces and Saskatchewan. They also
conclude that it is not very likely that real hawgprices will experience a decline. Fortin and
Leclerc also argue that Canadian data still sdiften the absence of constant quality price
indices. The average MLS transaction prices thearas greater importance provided that the
quality bias they contain is accurately identifiedrtin and Leclerc suggest that there is a need to
better understand and quantify the impact of thiegagopulation (particularly of the growing
number of households whose primary maintainer & tive age of 40 years) on housing demand,
both in terms of volume and type. In addition tseggest that it would be useful to pursue work
on the relationship between the population growth and the rate of new housing construction
activity. This would allow for a better understamgliof the housing market’s adjustment
mechanisms, and thus, of long-term price deternonat

2.6 Financing Mechanisms
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Financing mechanisms directed toward housing msudet aimed at achieving three major
goals: increasing housing availability in genesalpporting selected homeowners; and providing
other programs (e.g., mortgage interest and prppextdeduction programs).

Since the 1950s, the Canadian government factitdie introduction of many innovations in the
home financing area and home ownership progrargs @ndominium ownership) by offering
mortgage insurance and savings plans which lowieedsk to financial lenders (Fallis et al.,
1995) Since the late 1960s, the number of homes andaimand for mortgages have grown
significantly, the latter increasing from $50 kmhi in 1970 to close to $300 billion in 1989 in
loans outstanding (Fortin and Leclerc, 2000).

In the 1990s, mortgage insurance systems werengtittasing the prospects of home ownership
and mitigating the risks of loan defaults for ines. Further, there was substantial government
support for homeownership through, for example niéw housing GST rebate, the RRSP Home
Buyer’s Plan, the capital gains tax exemption angppal residence, and low downpayment
mortgages. Some provinces also provide suppottdoreownership through initiatives such as
reduced payments of land transfer taxes and pragtamncourage prospective purchasers to
save for a downpayment.

According to Fortin and Leclerc (2000), the vald@ew mortgage loans follows closely the
value of homes. The same study found a stableigndisant relationship between the number
of new loans and variations in interest ratesabi,fa rise of one percentage point in interestrat
reduces the number of new mortgage loans by ng&rpercent in the first year. In addition, the
number of people in the 25-34 age group has amarked influence on the number of new
loans. For example, between 1990 and 1998, theahgnuwth rate of the population aged 25-34
went from 2 percent to -2 percent, bringing dowa tlakmber of new loans by 17 percent. The
expected slowdown in demographic growth, especatipng the 25-34 age group should bring
about a significant reduction in total mortgagenautstanding between 2000 and 2020.
Consequently, the average price of homes would teaxise in order to drive up the average
value of mortgages and reduce the impact of theedsng number of new loans.

Despite government support for homeownersthp,producers of housing, who rely on
commercial real-estate lenders, were facing much greater difficulty in obtaining credit
(CMHC, 1995b). The National Survey of Renovatorsdrarted by Canadian Home Builders’
Association (1993) revealed that it was at leastienately difficult to obtain financing from
lending institutions for half of the renovators.dddition, full-time renovators had a more
difficult time securing financing than part-timenmvators. Gaining insight into the renovation
industry sector, and especially into the finanahgesidential renovation, is one of the research
priorities within the housing industry (CMHC, 1995b

For the most part, governments have become a nagsave party in the partnership of private
and public interests that characterizes the Canduasing system. Current public policy —
supported by the private sector — is to avoid $eaf monetary policy to promote housing
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production or protect housing from periods of ibgdity in the overall economy (CMHC,
1995b).

Kraus and Eberle (1998) argue that there is aivelgthigh level of interest and willingness
among non-profit housing providers to undertakerafible housing projects without ongoing
government subsidies. However, the capacity to tiakle projects is mixed. While many groups
have available resources (such as land and equusojects), there is considerable need for
better information on how to implement innovatiypeoaches. There is also the need for
expertise in project financing (Kraus and Eber#98).Important work still needs to be done too
in examining the actual behaviour of non-profit bioig agencies in order to identify which
particular aspects of their operation allow therprimvide accommodation (with all subsidies
removed) at less than market rents (Ekos Reseassbchates, 1997).

2.7 Municipal Infrastructure

Municipal infrastructure includes the massive neksaf roads and transportation systems,
sewer lines and treatment plants, water lines atidedty systems, electrical grids, phone lines
and other essential operational facilities in sit@€raham (2000) notes that the infrastructure
within cities are systems of inter-related netwdtiet do not develop in isolation of each other
but are connected in various ways such as watesandr networks, phone and electrical
networks. This inter-connection is vital in undarsting the complexities of municipal
infrastructure networks within cities and the rethtosts associated with expansion. The salient
literature points to the emergence of more sudbdenarban growth trends such as higher
densities, limiting expansion through such measasagrowth boundaries and other principles of
smart growth, all designed to curb the high coSexpanding current infrastructure networks.

Generally, the discussion surrounding municipalastiructure is focussed on the cost of
renewing aging inner city systems or the cost ofiseng new peripheral locations. In either
case, costs have been increasing and municipaiteegrappling with ways to continue to
finance upgrades and further expansion. This agtesl in many municipalities rethinking
growth patterns and the types of developments kagapgovedAccording to Diamant (1995)
“the state of municipal infrastructure across Canada has been an ongoing debate for
the past twenty years. In the early eighties, the Canadian Federation of Municipalities
undertook a study which concluded that $15 billion was needed immediately to bring
the infrastructure in Canadian cities up to an acceptable level.” Although the $15 billion
figure is dated and the costs may now be highegnetheless underscores the magnitude of the
infrastructure issue in Canadian cities.

Ciscel (2001) provides a critical analysis of timpacts of urban growth trends by examining the
costs associated with the continued outward exparafimodern cities. He notes that, for the
most part, urban sprawl is considered the leadimgributor to escalating infrastructure costs for
municipalities. Continued urban sprawl has resuledcreased pressure for new infrastructure
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in peripheral locations at the expense of reinvestiin aging inner city infrastructure. A critical
point for Ciscel is that the modern city has becamedficient and overly dispersed.

Development, he suggests, simply focuses on subul®aelopment because of the easier access
to land, economies of scale in construction anéepeaces of home buyers, at the expense of
longer term issues related to cost effectivenégSsnsequently, the new sprawled city is
expensive, both in terms of investment capital maihtenance costs”. He concludes that

“growth brings a long-term condition of geograptiseconomies of scale, notably in commuting
[roads] and infrastructure provision” (Ciscel, 2p01

Kim (1997) examines the link between housing maak#ivity and the general economic health
of a city. The cost of housing is closely tiednfrastructure expansion and “adequate financing
for urban infrastructure is a prerequisite in emgthat cities function effectively as the engines
of growth” (Kim, 1997) and that they are in a pmsitto provide affordable housing.
Furthermore, Kim suggested that proper pricinghbfistructure and the development of new
environmentally sensitive systems (improved sewsggiment facilities, water saving options,
etc.) can contribute to “enhancing the urban emvirent” (Kim, 1997). Reducing the cost of
infrastructure and introducing more environmentaéysitive technologies related to sewer,
water and transportation systems are stronglyaeltt smart growth options.

CMHC (1999d, 1997, 1995) explored the potentialdbés of different development approaches
and the associated direct costs of infrastrucsean example, CMHC (1995) explored the cost
savings that would be generated by using infilldiog programs to increase densities in the
inner city, noting that the benefits of increasegydation concentrations are essential to achieve
a more efficient infrastructure system. The regtates that “filling vacant lots wit8orout

Houses can gradually increase the population densitymuaicipality. That means more

efficient use of a city’s infrastructure and resms and a larger tax base” (CMHC, 1995). The
promotion of higher density is echoed in a 1997 GBMdport which provided a detailed analysis
of infrastructure costs from urban expansion. Tport provided a detailed comparison of two
projects by exploring the impacts of street coniagions, density and urban form, and
engineering and development standards. The repotéds that it is essential to consider these
three areas when examining the cost and impadtdraktructure and the best way to direct
future development options. In a 1999 report CMHE90d) suggested options to achieve higher
densities through various incentive programs sgan@usionary zoning, mixed use incentives
and density bonuses. These programs, althoughalyndirected towards the implementation of
low income housing, are effective in reducing theden of municipal infrastructure costs
through higher density construction and other sastng measures.

Municipal infrastructure expenditures have beemlasing for the last few decades. In response
to these increased costs, municipalities are pgatiare and more emphasis on innovative means
of reducing both economic and environmental cd&stgphasis has been placed on development
of more compact urban forms as a potential coshgawvnechanism. This trend is expected to
continue in the future although greater emphasiand will continue to be, placed on
technologies that result in more environmentallysgig/e infrastructure systems. These trends
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will continue to influence both housing densitidec(ating smaller lots and higher density
housing options) and internal housing systems ag@ewer and water (Roseland, 1998).

Regional variations will continue to play an img@ort role in understanding and assessing future
trends. The division between the “have and havéaités will play a mitigating role in

assessing whether or not local jurisdictions halexaate resources to meet demands. Older
cities such as Winnipeg and Montreal face a tougillenge in balancing adequate funding for
the renewal of older infrastructure systems in ggieighbourhoods while simultaneously
placing adequate resources in new peripheral lmsitiProblems will be exacerbated in slow
growth cities with eroding central city tax basgBis point is of particular interest to slow

growth cities such as Winnipeg, where inner cigeasments have fallen dramatically in recent
years. In more rapidly growing centres such as torand Calgary, pressure will be greatest in
meeting the escalating demands for new investmemt$rastructure for peripheral growth.
These cities, however, will also face tough choiodsalancing the new growth with the
maintenance of existing systems. Regional diffezemnill be evident and most likely defined on
the basis of intensity of growth and the abilitytloeé market values to generate the property taxes
necessary to sustain continued expenditures f@anurifrastructure expansion and renewal.

The discussion of municipal infrastructure musb asknowledge differences in rural and
remote communities. There are often increased aoatdved in the provision of basic services
in many rural and remote communities including wagewer (if available) and other utilities

and networks. The higher costs of maintenance @f$sociated with the increased cost for the
transportation of materials (especially to commanritvhich use winter roads as primary links),
may also present unique problems for these locatiéimally, climate and soil conditions
(permafrost and drainage) will also generate dffiees in the type of technologies used and the
cost of service to consumers in northern and rethogggions.

Overall, infrastructure has a significant impacthmusing costs and the cost of home operation
to the consumer.

2.8 Smart Growth

The suburban expansion of the past few decade®baled in cities facing a number of
economic and environmental pressures associatbdwitvard development. In response, many
jurisdictions are rethinking the planning and mamagnt of urban growth. One such measure is
smart growth, which encourages effective growth agament principles in an effort to ensure a
more sustainable future.

In the past few years, smart growth has become prexalent in the literature and is routinely
associated with being a response to the yearsninced outward expansion of cities.
Continued expansion is seen as creating an unsabtaipattern of urban development,
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especially for rapidly growing centres. In an efffior better understand the meaning of smart
grovvth Benfield et al. (2001) provide a set ofdE3ic principles of smart growth:
Mixed land use development
Preservation of open space, farmland, natural peand critical environmental areas
Compact neighbourhood design
Direct development toward existing communities
Creating a range of housing options and opporesniti
Providing a variety of transportation options
Creating walkable communities
Making development decisions predictable, fair enst-effective
Fostering distinctive, attractive communities watlstrong sense of place
Encouraging community and stakeholder collaboratiathevelopment decisions

These principles are intended to act as a basidftion for encouraging new forms of urban
growth. Furthermore, the authors note that to wstdad these principles, it is essential to
acknowledge that “a basic underpinning of smartjnds the acceptance that growth is
inevitable” (Benfield et al: 6, 2001). Therefor@ce growth is assumed as inevitable, strategies
can be introduced to manage development while imaing a healthy market.

The Canadian Urban Institute (CUI) offers a simdat of defining principles of smart growth,
incorporating such characteristics as growth mamage, environmental sustainability,
affordable housing, green space protection, cle@asmad water, heritage preservation, downtown
and brownfield redevelopment, compact urban desigxed use zoning, development of parks
and community gardens and incorporating bicycle@adkstrian paths (Canadian Urban
Institute, 2001). For both Benfield et al and tren@dian Urban Institute, smart growth is viewed
as a set of desirable planning attributes thagghould strive to incorporate. The great diversit
in principles of smart growth poses problems forad@ping a common understanding of what
constitutes a smart growth development.

The Canadian Urban Institute provides a key opimifsmart growth” approaches used in the
planning of cities. The Institute writes that “tfeem seems to act like a magnet for all kinds of
proposals to make cities less dysfunctional, meeble, and more economically competitive”
(Canadian Urban Institute: 3, 2001). With respedhts comment, the authors note that Smart
Growth has become a catch phrase used by a nuhbeups who have each added a new
perspective, thereby making a single definitioticlidt. Furthermore, they note “the danger, of
course, is that a vague term such as “smart groegh”be used to mean whatever a particular
group wants it to mean, and therefore can be uspdtify almost any project” (Canadian Urban
Institute: 4, 2001). Although the literature lagkslear and unifying definition, there is general
consensus on the important principles, such athoted above.

Olson (2000) explored the connection between ugpatial growth and the need to reconsider
how cities are planned. In essence, she conteatdthéntrend of continued outward urban
growth into peripheral regions has reached a dadarpoint in terms of its impact and cost to

Draft Final Report
Rural and Small Town Programme and Institute of Urban Studies Page 27



the environment. This is related to both the declimthe land available for future expansion and
the environmental costs. The problems associatddsprawl have caused planners to shift
attention back to focussing on a compact form efdity. For Olson, the ideal solution would be
a “retrofitting of cities.” This refers to creatimgmpact urban forms based on higher densities
and greater integration of activities (mixed usealigoment). She further concludes that this
process is a long-term objective and will take timreimplementation. However, Olson contends
that thinking ‘smarter’ about the management obargrowth is essential, and without a change
in planning philosophy, patterns of unsustainalbtewi will continue.

In response to the pressures associated with oditgvawth, many jurisdictions have adopted
innovative responses for controlling future urbanelopment. Knaap and Hopkins (2001)
discuss the use of smart growth measures as amatw® means of combatting urban expansion
and write, “urban growth management continues tdvevas a practice of planners and as an
issue of popular concern” (Knaap and Hopkins: 2D01). One such control mechanism, cited
by the authors, is the use of urban growth bourddtiGB). A critical point made by the authors
is that the control of urban development is a difii tool to use and to define because, if spatial
expansion is controlled by placing limits on growlthough UGB or other means, this may
impact the market in two distinct ways. First,abtmuch land is allocated within the growth
management plan, this may contribute to furtheawpryet on the other hand, if too little land is
set aside for future growth, land prices may reg@dly due to an under supplied market, possibly
resulting in increased housing costs and redudeddability. This possibility emphasizes the
need to develop smart growth mechanisms that @edban an understanding of the dynamic
nature of urban growth and market conditions. Farrtiore, this also means careful analysis of
long term trends is essential to achieving smanvjr objectives that are sustainable.

Smart growth also entails the use of more envirortadly conscious materials and building
techniques. Tyler (2000), Benfield et al. (2001MKC (1994) and others highlight the need to
raise awareness of both sustainable materials atigoois of building houses and city
infrastructure in an environmentally sustainablenns.

Effective incorporation of smart growth principl@gpears to be gaining momentum in urban
planning. This trend bodes well for entrenching grgeowth principles in more mainstream
planning projects. However, the ability to enacasngrowth policies may be dependent on the
level of growth in a community. Cities most liketyimplement smart growth principles will be
rapidly growing “big cities” where pressure to mgearowth will be more acute with continued
market expansion. This is most likely to impactesitsuch as Toronto, Vancouver and Calgary.
In these cities, high levels of activity and margetssure are more likely to stimulate innovative
responses to rapid urban growth. Applying smarnivtinqorinciples in smaller centres and slow
growth cities may be more difficult given the liit demand for housing and higher risks
associated with innovation in low demand situatidnslow growth cities, where market
conditions are relatively stable, there is alss l@®ssure to curb outward expansion or move to
higher densities.
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Future trends appear to support the use of smanitlyrpolicies but, again, there will be regional
variation based on fluctuations in market condsgiaconsumer demand, consumer characteristics
and political will. Furthermore, promoting such cepts as higher densities will require long

term and comprehensive planning approaches. Theiples of smart growth will require the
support of the building industry, but to ensurartsapport, the profitability of smart growth

must be clearly demonstrated. Short term suppaomnt frarious levels of government to subsidize
initial investments may be essential until the gtévsector is satisfied that the market conditions
to make such developments profitable and self-sustpare evident. Government support may
be particularly important in slow growth markets.

Smart growth principles can encourage the developafemore innovative housing forms such
as “live-work” housing (purpose built so the occapean work out of an in-home office),
smaller, high density housing forms and eco-frigitiusing and neighbourhoods. All of these
options, however, will require a comprehensive raank program to encourage skeptical
consumers to change their preferences and attitodesds housing types, sizes, residential
densities and associated amenities and allayfemsais about possible price depreciation.

2.9 Market Failure

Market failure in housing markets arises from infipetions that prevent markets from efficiently
allocating housing resources. Two reasons for nidaiklere in a housing context are lack of
information and discrimination. The usual end resuthat some people may be denied access to
housing of their choice, pay more than the realealf the housing they occupy, or be forced to
accept housing of poorer quality.

A general lack of equality in access to informatadoout housing markets and housing properties
can create market failures. When there is an uneguaefficient exchange on the market
caused by differences in information (or informatessymmetry) between housing providers and
housing consumers, the result is that consumersnpag for housing, or they purchase lower
guality housing than they think they may be purctgd-or example, these outcomes can occur
when sellers know much more about the property tharmpotential buyer, and may charge much
more than the property is truly worth. There mapdie situations where consumers are not
aware of suitable options in the market place.é¢x@mple, households wishing to become
owners may not be aware that they can qualifyif@rfcing because of a lack of knowledge of
prices or the income necessary. To a large exBEIC is addressing consumer information
needs through such publications as:

Newcomer's Guide to Canadian Housingexplains Canadian housing customs and
practices and provides home rental and purchasemiation to new immigrants in simple
language).

Homebuying Step by Step: A Consumer Guide and Workbok (provides instructions
and worksheets which take a buyer through theeeptmcess of home buying).

Draft Final Report
Rural and Small Town Programme and Institute of Urban Studies Page 29



Residential Condominium Buyer's Guide(provides people considering the purchase of
new or existing condominiums with guidance on whdbok for, affordability
considerations, how to assess the condominium catipa’s financial situation and
physical condition, and general information on caméchium living).

Your Guide to Renting a Home(provides a comprehensive overview of tenant and
landlord rights and responsibilities and rentacpcas in all provinces and territories).

Housing market failure can also manifest itselbtlgh discrimination against certain population
groups such as immigrants (Chambon et al., 19959riginal residents (Spector et al., 1991),
children from low-income households (Jackson andeRs, 2001), female lone parents (CMHC,
2000) and residents with health problems or digadsl(Schiff and Gnaedinger, 1997; Vlug,
1998; Weisberg, 1994). Instances of discriminatiocur in both rental housing
(Hulchanski,1993) and homeownership (Mason, 1988)viduals from the specific groups
referenced above may be systematically denied a¢odsousing of their choice, or charged
significantly more for the housing they purchaseemt or be forced to rent housing that is in
poor condition or is not suitable, given househatidracteristics.

One of the trends relating to the profile of hogstonsumers in Canada is an increase in the
diversity of the consumers. This is largely a resticontinuous immigration, particularly to the
larger urban centres, and to Toronto, Vancouvet,Mantreal more specifically. Discrimination
on the basis of ethnic (Beavis, 1995), racial (Bardnd Kamel, 2000) and gender
characteristics, are also important access isdti@son, 1995).

Although Canadian researchers generally acknowlddgealiscrimination exists in housing, very
little concrete evidence is provided. Fair housangits, like those documented in the U.S.
literature, would help to provide much-needed eroglverification of discrimination (Beavis,
1995).

2.10 Multiculturalism and Housing Variation

The increasingly multicultural nature of our Caraadsociety gives rise to two issues in the
housing market. The first is the fact that most mewwigrants choose to reside in one of
Toronto, Vancouver, or Montreal, resulting in aagez concentration in these cities and much
less ethnic diversity in almost all other typesofmmunities, especially in rural communities and
small towns. The second is that there are parti@iiallenges facing immigrants when they
arrive in Canada, and choices they have with retgatideir housing may be limited to specific
geographic areas within large urban centres (Qad@6i7; Murdie and Teixeira. 2000).

Immigration during the 1990s was much higher thamnd) the 1980s. After peaking at over
260,000 in 1993, immigration dropped to an avedd26,000 per year over the 1995-2000
period, before rebounding to 250,000 in 2001 (E€n&hip and Immigration Canada, 2002), and
declining by 9 percent to 228,575 in 2002 (Citizepsand Immigration Canada, 2003).
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Immigrant households account for about one in @amadian households, based on 1996 Census
data (Melzer, 2000). The proportion (84 percentjohigrants located in Census Metropolitan
Areas (CMASs) is much larger than the proportiomoh-immigrants (58 percent) in CMASs.

Most immigrants (74 percent of most-recent immiggamitially settle in the largest CMAs such
as Toronto (42 percent), Montréal (15 percent)\dancouver (16 percent). Only 4 percent of the
immigrants arriving in the 1991-1996 period (incieg to 14 percent of the pre-1976 group)

lived in rural areas, although these areas wereehtor@3 percent of non-immigrants.

The tenure and the type of housing chosen by migjiene associated with a variety of housing
issues, but affordability is particularly importgMurdie and Lapointe Consulting Inc., 1996;
Ley et al., 2001). Research results (Laryea, 188®) show a wide variation in homeownership
amongst immigrant groups depending on age, mat#é#lis, education, household type, and
period of immigration.

Overall, immigrants who have lived in the countoy 15 or 20 years (Melzer, 2000) are more
likely to own homes than non-immigrants. Accordiag/arious research studies, the period of
time needed for the foreign-born population as ale/ko attain the same rate of housing tenure
as that of Canadians could range from 8 to 20 y@éwsdie and Lapointe, 1996; Laryea, 1999;
Melzer, 2000). Despite these high adaptation rates time, newcomers to Canada are
overwhelmingly dependent on rental housing, inglgdocial housing (Qadeer, 1997; Murdie
and Lapointe Consulting Inc., 1996). Some 70 pdrokthe most-recent (1991-1996) immigrant
households are tenants, but only 24 percent ghrid€. 976 immigrants are tenants (Melzer,
2000). In both the ownership and rental marketspigmants in general, and more recent
immigrants in particular, are less likely to occignygle-detached homes (Clayton Research
Associates Ltd., 1994). Ownership rates are higlmsing immigrants of European or U.S.A.
origin but very low for those of African or Carildoe origin. Asian immigrants have the highest
probability of homeownership in Vancouver.

Immigrants may require larger housing units dukatger family size (Clayton Research
Associates Ltd., 1994; Murdie and Lapointe, 198mbers of many immigrant group prefer to
live with, or nearby, extended family members (Bea¥995; Murdie and Lapointe, 1996).
Neighbourhoods in proximity to schools with langeatasses and to appropriate religious
associations and cultural institutions are alsdepred (Qadeer, 1997). There is a need for more
focused studies which would determine present ahdd housing needs of refugees and recent
immigrants and translate these needs into desigielges (see CMHC, 1999).

Several research studies on black immigrants abwuarorigins reveal that they tend to settle in
neighborhoods with higher proportions of their ogvoup (Grant, 1996-7; Owusu, 1999).
However, one study suggests some immigrants magiipppde steered away from
predominantly white neighbourhoods by landlordsumeag higher security deposits (Fong,
1997). According to Owusu (1999), Africans are lteest researched of all immigrant groups in
Canada. Typically, researchers either completelgrig or, at best, lump African and Caribbean
immigrants together in one analytical category.
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There is general agreement among Canadian reseathheurban ethnic residential segregation
is a complex phenomenon which has not significashiglined over the past three decades, but
should be considered as problematic only if inigiuntary (Beavis, 1995). Several recent
studies (Owusu, 1999, Hiebert and Burnley, 200dicete that in the 1990s the suburbs have
become the primary reception areas for new immigremCanada compared to the earlier
immigrant population trend to settle within innéty@areasWhile business immigrants,

mainly from various Asian countries, have moved directly into relatively high-priced

single detached dwellings in affluent suburbs of large cities such as Toronto and
Vancouver (Smart and Smart, 1994), refugees and other poor immigrants, mainly from
developing countries, are forced by their financiedumstances into lower rent and often low
guality private sector apartments, or into pubbasing (Murdie and Teixeira, 2000). In general,
new immigrant groups from non-European countrigginae to be more centrally located than
those of European origin; however, the proportibnan-European minorities living in suburbs
is rising more rapidly than that of the total pagidn. While there is a continuing need to serve
the social and economic needs of immigrants inrther cities, increasing attention should be
directed to issues of suburban immigrants (Hieded Burnley, 2001).

Qadeer (1997) asserts that the policy responseitiicoituralism is still reactive and ad hoc.
Darden and Kamel (2000) find a need for strongédicies and/or penalties to ensure equal
access to the housing market, and Laryea (199%jwdes that immigrants need assistance to
own their own homes. There is also a need for aateqiata-based research that analyses the
integration patterns of various categories of inmanmdgs. This may be achieved by tracking the
housing choices of the same group of immigrants bree (Clayton Research Associates Ltd.,
1994). If the future selection policy is to leadsteccessful immigrant settlement and integration,
the Legislative Review Advisory Group (CHBA, 199®)nsiders it key that these policies be
based on the identification of factors that aftbeir success (or failure), programs that work (or
do not), and the costs of settlement.

2.11 Income Disparity

Since 1980, the distribution of income within Camaadsociety has become considerably more
polarized. The rich got richer, the middle classlided, and the poor got poorer and grew in
numbers (Jackson et al., 2000). Lee (2000) haslhistrated that the polarization and poverty
evident at the national level becomes even morequnaced in cities. His data illustrates that the
population of metropolitan areas grew by just ursgsmren percent in the 1990 to 1995 period,;
however, the poor population grew by just undep8rtent.

In Canada, income disparities can also be linkeeganal, urban/rural, inter-urban and
demographic differences. A recent report by Staistanada (2000) provides information on
both regional and urban/rural differences baseresearch on rural and small town income
disparities. The report examines whether ruralsaaga characterized by lower incomes than
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urban regions. The findings suggest that withirhgarovince, rural regions have lower average
incomes than urban regions. The level of dispamityrban and rural incomes ranged from a high
of $17,307 in British Columbia to a low of $11,483\ewfoundland and Labrador. One of the
key findings of the report was that the differenbetveen rural and urban incomes is greatest in
British Columbia, Nova Scotia and Manitoba, andtea New Brunswick and Newfoundland
and Labrador. A positive finding of the report what the rural/urban gap has declined in all
provinces except Newfoundland and Labrador. Thet sigaificant decreases were noted in
provinces with above-average urban incomes (Ontattmerta, British Columbia).

Income disparity also exists between northern antbte areas and centres in the southern
regions of Canada. A report prepared by the Irtsetivé Urban Studies for CMHC (1999) found
that average family incomes are much lower in resrttand remote centres, while the incidences
of poverty and unemployment are much higher thesa tn southern communities. These
disparities are exacerbated by characteristicseohbusing markets. Housing construction is
often more expensive in northern and remote comtiesraue to expenses associated with
building in permafrost locations and the cost ahsporting materials.

Income disparities are also evident within citigasticularly those experiencing significant levels
of inner-city decline. For example, Charette (19%lver (1999), and Lezubsé&i al (1999)

noted that there are sharp contrasts and growetgalities between inner-city and
non-inner-city populations in terms of employmesttycation, income and housing affordability.
Furthermore, these authors suggest that certagreujps in the inner city, such as youths, single
parents, Aboriginal people, visible minorities aadent immigrants, experience even more
pronounced inequalities. A clear example of thepdrity is highlighted by looking at inner-city
and non-inner-city characteristics in Winnipeg. Hverage household income for the city of
Winnipeg in 1996 was $44,933, while that of theeincity was significantly less, at $28,588.
The incidence of low income is also substantiaighkr in the inner city, where it is 62 percent,
compared with 43 percent outside of the inneraitgt 49 percent for the city as a whbl€he
United Way of Toronto (2000) notes a similar diffiece between affluent and non-affluent
neighbourhoods in the City of Toronto.

A recent CCSD (2001) study detailing poverty rate€anada’s major urban areas illustrates
differences in income among various demographiccagerts, family structures and other
characteristics of the population. The report iselobon data from the 1996 Census, and finds
that there are substantial differences in ratdswfincome (based on Statistics Canada’s Low
-Income Cut-Offs, or LICO) within the Canadian ptgiion. Those most likely to experience
low incomes include recent immigrants, visible nmities, single parents, Aboriginal people,
people with disabilities, and elderly women (Le@)@). Work by CMHC (1996) further
highlights the income disparity that exists betwdenAboriginal and non-Aboriginal
population. The incomes of Aboriginal people subs#dly lag behind those of non-Aboriginal

! Data accessed on the City of Winnipeg Homepage IM288, 2002. http://www.city.winnipeg.mb.ca/census1996/
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people. In 1991, the average income for individd&ls years of age was $14,561 for

Aboriginals and $24,212 for non-Aboriginals. Furthere, between 1980 and 1990, the average
individual income for non-Aboriginals increased4@ percent, while the average for

Aboriginals declined by nearly five percent. Thdgéerences in income result in significant
disparities in quality of life, such as the abilityaccess adequate affordable housing (Clatworthy
2000). Core need figures published by Statistiasada and CMHC (1996) confirm this

disparity in housing as the proportion of non-fanon-native households in core housing need
was 17.6 percent, compared to 31.6 percent of aon-Native off-reserve households.

A second report by the CCSD (1997) highlightedféoe that when labour market conditions
were compared for 1984 and 1994, low-income fasiilvere found to be less successful (in
terms of employment and wages earned) in the lalawket in 1994. Changes in economic
structure have created more difficult income sitret for those in the lowest income categories.
Those most affected by changes in the economy faerdies headed by young adults (under the
age of 35) and single parents. These findingsiamas to those of Lochhead and Shalla (1996),
who found that over the previous two decades, #rea@ian labour market experienced an
increase in non-standard and precarious jobs, larmhically high levels of unemployment and
poverty. In fact, the authors noted that the dedimmiddle-income-earners was a pressing
problem, and one that contributed to increasedaditsps. They contend that the disappearance
of the middle class will continue to put more fagslin a precarious position. This, in turn, will
leave an ever-increasing number of children wilbsa certain future. Furthermore, research has
shown that today’s labour market is producing grestequality among families with children
than it did a decade ago, with especially sevarenre losses among lower-middle-income
earners and the poor. Government income transfenstical source of support for middle- and
lower-middle-income families, have not been suéiitito compensate for declines in earnings
(Lochhead and Shalla, 1996).

Canadian demographic trends are also having act effethe level of income disparity within
certain sectors in society because there is agtalationship between income and household
type. There has been a significant increase imtimeber of single-person households, from 9
percent of all households in 1961 to just over @&ent in 2001 (Statistics Canada, 1961 and
1996, Nation Series). Furthermore, the number affamily households (people living alone or
with other unrelated individuals) has grown morngdby than the number of family households.
In the period 1961 to 2001, non-family householitseased from 13 percent to 28 percent of all
households. Single person and non-family housetaotelsnore likely to be found in the lowest
income groups. As the trend to an increasing nurabsingle-person and other non-family
households continues, we will expect to see a tgyggortion of the population experiencing
lower incomes.

In the future, income disparities will remain priard in urban areas. Single-parent families
(which have increased from 9.5 percent to 16 pérakall family households in the period 1971
to 2001), single individuals, Aboriginals and recemmigrants will be particularly affected.
Contributing factors will continue to be structucalanges in the labour force which continue to
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erode economic options in certain sectors of tiom@ay, affecting wage and unemployment
levels. Inner-city and non-inner-city neighbourhsaedll continue to display significant
differences. Rural/urban differences and regiorféémnces between the remote and northern
and more southerly communities are also expectedrntnue.

2.12 Rental Markets and Rental Investment

Over the last two decades, the Canadian rentalehbds been in a state of reorganization
characterized by an overall decline in the numbérew and affordable units being constructed.
A report by CMHC (1999) examined these changes faagtobal perspective and found that in
most countries, the percentage of private rentié womprises only a small percentage of the
total housing universe. In fact, in countries like United Kingdom, the percentage of private
rental units has declined from 50 to 60 percerd9s0 to a mere 12 percent (CMHC 1999). For
many countries, the change in the rental stockeasccounted for by an expansion in the level
of home ownership. CMHC'’s report concluded thatghidt into home ownership has resulted in
the rental market becoming more polarized, with inoeome households most likely to comprise
the rental population. It was also noted that #te of return for rental units does not offer
enough inventive to attract capital investmeneteels necessary to build affordable housing
options (CMHC 1999). When one compares the ratetafn available to investors through
other means, such as stocks and mutual funds,tmeass in rental housing for profit generation
become more difficult to justify.

In the Canadian context, Clayton Research (20a)iged similar findings when examining the
rental market of Ontario. New construction in répi@jects has been declining since the 1970s,
and investment in the construction of new unitgbyernment has also declined significantly.
This has created problems in the province of Ontasirents for the existing stock have
increased, as has demand, yet the financial valilibuilding new units cannot be sustained
through current rent levels - especially for lowerome households. This has resulted in capital
seeking out other more viable investment optionsane recent years (Clayton Research 2000).

The gap between the cost of new construction atehgial rental revenue is critical in
understanding the current problems facing the féwatasing sector. For the most part, the
response has been to look to government for assestd his has resulted in three types of
strategies: tax measures; subsidy measures; allithfas® measures aimed at supporting new
rental market initiatives (CMHC 1999). The shortaeental housing is also discussed by the
Federation of Canadian Municipalities (1999), wHiaks the rise in homelessness and
households living in inadequate rental units tolftok of new rental units. The FCM report
concurs with other findings, noting that althougtmdnd is rising, new construction for
affordable units is not keeping pace (FCM 1999)VF&3timates thdtCanada will need
45,000 new rental units each year for the next 10 years just to keep up with current
demand; at least half of these will have to be affordable units. At the same time,
construction of new rental units has plummeted from 25,000 to fewer than 8,400 per
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year in the last decade. Demolition and conversion eats away at the affordable rental
stock, while many affordable houses crumble” (FCM 1999).

Sloan and Stewart (1998) and the Ontario Non-Profit Association (ONPHA) (1999) point
to unigue problems associated with the construction of new rental units. Sloan notes
that in the case of Winnipeg, a slow-growth city, the failure to build new and affordable
units has caused rents to increase. The authors also suggest that there may be a link
between food bank use and the inability of many renters to meet shelter costs because
of increased rents (Sloan et al, 1997). ONPHA points to a similar situation in Ontario,
where rents have risen in fast-growing cities like Toronto, but market pressure has not
been relieved through new construction (ONPHA, 1999). In both cases, the market has
been unable to respond to the demands for new rental units.

One of the greatest impacts on the availability of affordable rental choices will be
Canada’s overall vacancy rates. According to CMHC, the national vacancy rates for
Canada’s metropolitan areas remained below two percent (2%) in 2001. In cities like
Toronto, the rate was less than one percent (1%) for many years. These tight market
conditions have put significant pressure on the market, pushing up rents. Limited supply
has also resulted in a lack of options for those seeking affordable units. The decline in
vacancy rates has resulted from increased demand for rental housing. This demand
has not been stimulating an increase in the construction of new units, especially
affordable ones as has already been indicated. According to The Fair Rental Policy
Organization of Ontario (FRPO), “the basic problem with the rental supply is that it is
not profitable for the private sector to build and manage new affordable rental housing.
Investors cannot get an adequate return on their money. There may be interest in
high-end rental in some markets, but this is not the case for modest rental housing. The
rates of return are not competitive with other housing investments and other
investments in general.”2 In centres experiencing tight rental markets, the reliance on
non-traditional housing options, such as housing conversions and secondary suites,
has increased. Pressure in the rental housing sector can be expected to grow in rapidly
growing cities.

Demographic trends will also undoubtably affect the demand for rental housing. One of

the most significant trends will be the increaséhm senior cohort (CMHC, 1989, 1996;
Statistics Canada, 2001). By the middle of thiguwsnit is estimated that more than a quarter of
Canada’s population will be 65 years or older, caregd to the current 12 percent (Statistics
Canada, 1996)lhis will have important implications for the rental market as pressure for
increased housing options for seniors will deplete market availability of affordable and
subsidized units.

2
CMHC Web Page Accessed MarcH'28002. http://www.cmhc-schl.gc.ca/en/News/spbgiaha001.cfm
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The increasing number of non-traditional households (lone parents, childless couples,
elderly couples, young singles and elderly singlaB also create a greater demand for

rental housing. The number of single-person households grew to &&epeof the population in
2001, and the number of lone-parent families haseased 175 percent since 1971 (Statistics
Canada, 1971 and 200By contrast, only modest growth is expected amaoadjtional families
of husband, wife and children. The rental markéitlva greatly affected by these demographic
changes.

Changes to the labour force will also have consequences for the rental market. If
employment growth and economic conditions remain stable, the ability of households to
afford rental units should remain constant. However, economic downturns and
economic restructuring could result in more people seeking affordable rental options.
Given the tight rental market conditions of today, volatility in the economy can intensify
the affordable housing shortage.

Trends in rental construction, demographic and @balsl trends, and the urban rental market
circumstances point to a number of alarming devalams. The gap between market rents (or
the rents necessary to make investment in rentedtagaction viable) and the rents that
low-income households can afford are expected mirmae to widen. Limited choice and the
inability of the private sector to meet rental dechaithout government assistance will continue
to be an issue in all cities, but is of particldancern in fast-growth cities like Toronto where th
vacancy rate has dipped below two percent. Detipgtdigh demand in most cities across the
country, building new units for affordable housintj continue to present challenges as current
market rents are not sufficient for buildings tode®nomically sustainable.

Trends in the rental sector do not illustrate digant regional differences, however, the impact
of trends may be different, depending on the rediam example, housing choice in the rental
sector is even more limited in many of the smalleal and remote communities because of the
small size of the inventory and the gap betweenghts necessary to stimulate rental
construction, and what households can afford toipayen wider. There are two reasons for this
wider gap: incomes of households seeking rentalrantodation are often lower in rural and
remote communities; and, the cost of providingakatcommodation is often higher,
particularly in remote communities where constiucttosts reflect higher transportation costs
for materials. This limits the ability of the prieasector to provide affordable rental
accommodation in smaller rural and remote commemitor most households likely to rent to an
even greater extent than is true of larger urbatres. Households that rent in these smaller rural
and remote communities are even more dependemitsrovided with government assistance
or on older private rental stock that is often obger quality.
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3.0 Analysis of Regional and Sub-Market Differencesy Canada

In this section we provide a brief summary of thegantrends and issues affecting five distinct
Canadian sub-markets, as outlined in section oniei®feport:

High growth metropolitan centres
Slow growth metropolitan centres
Small town Canada

Rural communities

The North

Within each section we briefly list the specifierids and issues within each of the major
subjects, as they affect these sub-markets. Wéhadgpology to analyze any differences among
these trends and issues in terms of how they aliferent types of communities in different
ways. Understanding the trends and issues witlsnctimtext helps to inform the assessment of
and discussion about future research priorities ekample, trends and issues which affect many
different types of sub-markets are likely to beyadater importance in terms of developing future
research questions to better understand the hoaasiogmes they produce. At the same time, we
recognize that some of the issues and trends nfagtiie the same in two or more categories,
but the extent to which they affect different subrkets may be more a matter of degree or
magnitude. There will be some commonalities frora sab-market to the next, but taken as a
whole, there are enough differences to warrardgagstlthese five different sub-markets.

3.1 High Growth Metropolitan Centres

This sub-market generally includes many of the Gemdetropolitan Areas (CMA) of more than
100,000 population in Canada (e.g., Toronto, VameguCalgary, Ottawa-Hull, and Victoria).
Many of the CMAs experience high rates of populatioowth compared to other smaller urban
centres. These communities have a reasonably rebasbmy, and generally tend to be a
destination for new migrants (both internationad @omestic). This sub-market also includes the
more dynamic larger Census Agglomerations (CA) oferthan 10,000 population (e.qg.,
Moncton, Barrie, and Brandon), where higher rafgsopulation growth are more prevalent.

Macroeconomic Factors

. Population in-migration, growing job markets, irecsed housing demand (especially in
Ontario and Alberta);
Record low interest rates in 2000-2002 contribiteithcreased housing activity;
Improved homeownership affordability due to lowsterest rates and relatively stable
house prices in most markets, but purchasing ehfosie continues to be difficult for many
people in high growth centres;

Demographic Changes

Draft Final Report
Rural and Small Town Programme and Institute of Urban Studies Page 38



The destination for international and internal raigs continues to be largest CMAs;
immigration of younger individuals and familiesu#ts in higher household formation and
housing demand,;

Growth in suburban and fringe areas is continuing;

CMA'’s will continue to be major focus of populatignowth;

Growth will be strongest in non-traditional houslkelsancreasing demand for rental
accommodation, new equity investment tenure optamtsnew design options for smaller
households;

Continued increase in demographic groups that re@ffordable housing options (single
parents, Aboriginals, new low-income migrants).

Labour Force Changes

: Information technology sectors (the new economyl)a@intribute to job growth in some
cities; these high income positions will generagménd for high end of the market
housing;
Location decisions of “knowledge workers"will imgawusing demand distribution;
Central city location of such jobs (especially utls as Edmonton, Saskatoon, Winnipeg,
and Montreal) will generate demand for inner cibyifing;
Polarization of labour force (good jobs, bad jobd) also generate demand for more
affordable housing, particularly in the rental sect

Housing Construction and Renovation
New housing starts continue to remain relativeghhi
Housing starts in Western CMAs (except in Saskatelm@ are steadily increasing;
Lifestyle project and gated communities are growing
There is a need for extensive renovation and ujyyaaf the rental stock.

Cost of Housing

: Strong housing markets are defined by steadilyeging housing prices (Ottawa-Hull,
Calgary, Edmonton);
Prices of serviced lots are rising (Ontario, Alagrt
Higher prices for labour and materials may be ofiyedower costs of new technology used
for production purposes;
Partnerships providing affordable housing are etqueto increase (multi-party funding
approaches).

Financing Mechanisms

. With aging of the population and the increasing bhanof empty nesters and seniors with
equity, there will be an increase in demand foritggavestment tenure options;
With an aging society there will also be a needifaancial mechanisms that allow people
to remain in their own homes and access serviegsigp maintenance and home care.

Municipal Infrastructure
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There is a need for extensive investment in upgadf existing infrastructure; funding
this upgrade may increase the cost of housing gréloe property tax base, development
charges etc.;

There will be a cost associated with moving towate environmentally sensitive
infrastructure (water, sewage upgrades, etc.).

Smart Growth
“Smart Growth” has not yet been entrenched in gar@anning and development
approaches; tends to be project specific;
The focus of most smart growth activity is in higlgeowth urban areas;
There will be a continued trend toward smart growtthe future to address environmental
concerns, reduce the cost of sprawl and addresstnicture changes and costs;
The risk averse nature of the private sector vapect to new initiatives may require
public funding to initiate smart growth development
There is a move towards higher density forms ofshay including mixed use
developments;
Consumer skepticism and municipal reluctance torgetived in smart growth initiatives
will have to be addressed by research and marketing

Market Failure

: Greater diversity of housing consumers (e.g., imamts and refugees, seniors with new
needs) will continue, with more consumers needifigrmation about housing markets and
choices;
Greater diversity of housing options (e.g., lifade, condo/strata title, gated communities
with their own by-laws), for which consumers ofteave little or no information available
to them about the existence and operation of topsens;
Potential for discrimination in large urban housmgrkets which attract large numbers of
immigrants.

Multiculturalism and Housing Variation
74 percent of new immigrants initially settle iretlargest CMAs (specifically Toronto,
Vancouver and Montreal);
Business immigrants move primarily into largest C81A
Increasing ethnic diversity generates demand far aesign options.

Income Disparity

. Aboriginals with significantly lower incomes will igrate to major urban centres in search
of employment opportunities;
These trends will generate growth in both lower ligther income groups with declining
portion of middle class;
Housing market will also become more polarized: @edwill increase for both high end
housing and more affordable housing;
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Private sector may have difficulty responding tmafable housing needs without public
support;

Income disparity has gender, ethnic, and housefpklicorrelations (e.g., female single
parents, migrants, Aboriginals, the disabled, ahers fall further behind).

Rental Markets

: Demand is increasing for rental housing based argagf population, growth in smaller,
non-traditional households and immigration;
Demand is increasing for affordable rental accometiod related to demographic and
labour force changes;
The cost of rental housing production is sufficighigh that market rents charged are
higher than what many lower income households fandato pay, which will make it
difficult for private sector to supply affordablental housing to this group;
The aging of the existing rental stock will requesdensive investment in renovations
upgrading;
The lack of investment in new rental housing iselni by higher returns from other forms
of investment, limitations imposed by some reguoladiin some cities, and uncertainty
associated with potential new programs and incestio stimulate affordable rental
housing construction.

3.2 Slow Growth Metropolitan Centres

The communities in this sub-market generally hdower population growth rates and

fluctuating economies. These include the CMA andui¥an communities experiencing slower
population growth, such as many of the Atlantic &n(Saint John), Quebec
(Chicoutimi-Jonquiere), and Prairie (Moose Jaw)yanrbentres, as well as some in Ontario (Sault
Ste. Marie) and British Columbia (Prince Georgelsmle of the major growth centres. Some of
the communities in this category would be retiretrmmunities as well.

Macroeconomic Factors
Declining job markets, population out-migration aethtive decline in personal disposable
income decreases housing demand (especially inggudltlantic Canada).

Demographlc Changes
Population aging is more pronounced as these ceateenot significant destination points
of younger migrants;
Slow Growth Metropolitan Centres experience manthefsame trends as high growth
areas but with reduced intensity.
Some centres affected by out migration of youngeppe seeking job opportunities in high
growth urban centres;
Many such centres are focus for retiring seniomgfeven smaller centres).
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Labour Force Changes
Overall more modest growth expected in high entthtgrand quaternary (new economy)
jobs;
Some centres affected by declining jobs in manufatg sector;
Workforce has more limited skills.

Housmg Construction and Renovation
New housing starts continue to be below histoleatls (Quebec) and remain steady
(Prairies) or steadily decline (Atlantic provinces)
The highest concentration of households reportiegieed for major repairs is Atlantic
Canada;
There is a need for extensive renovation and unyaak the stock ages (on average) more
rapidly with fewer new starts.

Cost of Housing

: Higher costs of building materials increase thatre¢ material share of the house price
(Atlantic Canada);
Price of serviced lots is rising (Atlantic Canada);
Decreasing numbers of new, young home-buyers vatlenate new home market and
re-sale market prices (especially in Atlantic Candhaskatchewan and Manitoba);
Energy efficiency upgrading may increase housingesr

Financing Mechanisms
Equity conversion options for empty nesters andosemvill be important;
Partnerships to produce affordable housing wiltease (multi-party funding approaches).

Municipal Infrastructure

: There is a need for extensive investment in upgoadf existing infrastructure. Funding
this upgrade may increase the cost of housing gtréloe property tax base, development
charges etc.;
There will be a cost associated with moving towate environmentally sensitive
infrastructure (water, sewage upgrades, etc.).

Smart Growth
Reduced demand and smaller scale of developmentmaay less emphasis on smart
growth initiatives in these centres;
The need to address environmental concerns wilkase pressure to introduce smart
growth.

Market Failure
Potential for discrimination in housing markets tloe relatively small number of
immigrants who arrive in these centres.
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Multiculturalism and Housing Variation
Less ethnic diversity than in high growth centre=ams less demand for rental housing;
Concentration of Aboriginal households resultingnicreasing demand for affordable
housing.

Income Disparity
More modest cost of housing in these centres wolllenate effects of labour force
characteristics and associated lower incomes;
Continued demand for affordable housing by loweome households will be a feature of
the market in these centres.

Rental Markets
Demographic, labour force and income disparitydsewill combine to generate demand
for affordable rental accommodation;
The gap between rents required to justify rentakstiment and what households can pay
will be significant;
Aging rental stock needs significant renovation apdrading.

3.3 Small Town Canada

While there is significant variation within thistegory (especially when comparing small towns
close to large urban centres with those locatedhrfarther away), this housing sub-market
includes most of the urban centres of more tha@Qlzdhd less than 10,000 population. It does
not include small towns which are located in renpatdas of provinces, or small towns in the
North. Generally speaking small towns have slowegative population growth, youth
out-migration, an older population and decayingastructure.

Macroeconomic Factors
Declining job markets, population out-migration ateadily declining personal disposable
income decreases effective housing demand (Quéllaatic Canada, Prairies);
Continued concentration of business and indusspdgeially agriculture) into fewer but
larger economic or business units, and in fewerengentralized locations.

Demographlc Change
Many centres (Atlantic Canada and the Prairiesgapriencing out migration and
population decline; others are characterized byeasbgrowth;
Young families and young individuals are most comroat migrants;
Small towns are characterized by population agmdygrowing proportion of seniors;
communities with health care services become rag@re centres;
The limited demand for housing is generated by@snsome young professionals and
low-income families and individuals;
There is a shortage of affordable rental housingamy centres.

Draft Final Report
Rural and Small Town Programme and Institute of Urban Studies Page 43



Labour Force Changes
Job opportunities are declining;
The existing growth is often in the low wage sesvsector;
Many jobs are, and will continue to be, seasonal.

Housmg Construction and Renovation
The highest concentration of households reportiegieed for major repairs is in Atlantic
Canada,;
The aging housing stock is in need of energy coasien upgrades and general
improvements;
Manufactured housing (especially “ready-to-moved amni homes) is an important
component of the housing stock in some areas.

Cost of Housing
There is lack of equity appreciation; resale valtirouses may be lower than cost of
construction in some centres (building costs riserésale markets remain flat or decline);
Land costs are more modest than in larger ceritggther construction costs may be as
high or higher.

Financing Mechanisms
In some centres there is a demand for equity cemseoptions for an aging population;
There is need for flexible financing options toqwoe affordable rental housing.

Municipal Infrastructure
There will be on-going need to upgrade aging semdrwater treatment facilities;
The local tax base in most communities cannot aategufund necessary upgrades;
There is need to move toward more environmentalhgsive types of infrastructure.

Smart Growth
The limited growth in most communities reducesithportance of smart growth
initiatives;
The limited demand reduces potential to introduw¥@ finance such initiatives;
Small town centres grapple with lack of growth &ssas opposed to type of growth.

Market Failure

. There is a general lack of market information abblautsing markets (e.g., average MLS
sales volume and values, average rents, vacares tegnds in starts and completion) to
assist consumers making housing choices;
In some small towns where new housing options,(kfgleases, condominiums) are being
introduced, consumers lack information and edunaimout how they operate;
Lack of activity by major builders and limited nuerb of lenders removes a source of
information that is available in larger communitiss there is a greater need for public
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agencies to provide information to consumers rdl&deconsiderations associated with
home purchase and rental options;

Limited housing choices or availability in most dhtawns may lead to discrimination for
the small number of immigrants who may seek to ilivemall towns.

Multiculturalism and Housing Variation
Minimal issues related to multiculturalism and hogsvariation as immigrant populations
are not as prevalent in most small towns;
Some small towns have a high proportion of Aboagjjpeople.

Income Disparity

: The high proportion of low wage jobs, seasonal wan#l limited numbers of professional
positions will continue to keep average incomes ilowmall towns;
There is limited flexibility to absorb housing castreases or pay the rents necessary to
make investment in rental housing viable;
There are significant income differences betweennmes of professionals (health care for
example) and other labour force types in small ®awn

Rental Markets
There is modest demand for affordable rental h@uisut gap between rents required to
stimulate investment and what households can aftopay is significant;
The limited demand also increases risk involveresidential rental investment.

3.4 Rural Communities

This sub-market includes the unincorporated plapbgesthe incorporated centres of less than
1,000 population. Again, there is significant vaaa within this category (e.g., there are
differences between communities located reasorchirbe to large urban centres and those which
are much further away). These communities are ctexraed by youth out-migration, a lack of
land use planning, many land use conflicts, housagkets with limited or no demand, and

other demographic and economic challenges suchpsdation loss and closure of businesses
and associated job losses that reduce the demahdusing.

Macroeconomic Factors
The housing markets in communities with export+aiee or primary sector economic
activity is influenced by, and fluctuate with, clgas in the global economy.

Demographic Change
Most rural areas (particularly Atlantic Canada #mel Prairies) are characterized by
population decline, an aging population and ageiBpenigration (younger people) from
rural areas;
Demographic change will result in housing disinuestt as opposed to investment;
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Rural First Nations Reserves illustrate a substfintilifferent demographic profile: a
younger population, significant population growttddousehold formation, and high
demand for housing.

Labour Force Changes
Job opportunities are declining as primary segart{cularly agriculture) mechanizes and
modernizes;
Many jobs are seasonal;
Wages are relatively low.

Housmg Construction and Renovation
The highest concentration of households reportiegieed for major repairs is in Atlantic
Canada,;
Housing stock is being abandoned as populationraes;lespecially in resource-based
economies (e.g., farm amalgamations or sales; duipbing communities close; mining
resource exhaustion);
There is evidence of self-build housing in somes@nd increased use of modest
manufactured housing (especially “ready-to-moves! mini-homes) in other areas.

Cost of Housing
There is no growth in value of homes on resale sgtark
The cost of new housing construction rises with eeergy and servicing standards.

Financing Mechanisms
There are some problems obtaining mortgage fundsramtgage insurance for new home
construction on farms.

Municipal Infrastructure

: Rural municipalities are faced with upgrading ofmaipal roads and waste disposal
facilities;
Funding is a problem;
Planning for solid waste disposal, water treatmand, sewage treatment must address new
environmental regulations.

Smart Growth
Smart growth is not an issue in rural areas.

Market Failure
Lack of activity by major builders and limited nuerb of lenders removes a source of
information that is available in larger communitises there is a greater need for public
agencies to provide information to consumers rdl&deconsiderations associated with
home purchase and rental options.
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Multiculturalism and Housing Variation
Only 4 percent of most recent immigrants settleunal areas, so there is limited impact of
immigration on rural areas.

Income Disparity
Income is very low for seasonal workers and Aboitg on Reserves;
Incomes are declining in some resource-based comiesjrespecially in agriculture.

Rental Market
Affordable, adequate accommodation for seasonal f@orkers is an issue in fruit and
specialty crop areas.

3.5 The North

This sub-market covers the three northern teratoand the northern parts of most provinces
(i.e., Labrador, northern Quebec, parts of nortl@ntario, northern Prairies, northern British
Columbia). Generally speaking there are infrastmgcnd housing construction challenges
associated with building in a cold climate. Whilgpplation centres are few, dispersed, and
small, the fastest growing population in Canadalmfound in many northern communities: the
Aboriginal population.

Macroeconomic Factors
Some resource-based centres are dependent on global markets;
Most communities are isolated or peripheral with a limited economic base.

Demographlc Change
Demographic change illustrates a bi-modal patfEnere are higher growth rates, younger
population, larger families and higher householdnfation rates among Aboriginal
Peoples. There are much lower growth rates and shddeisehold formation for
non-Aboriginal people;
There is out migration to southern, larger urbantres;
Aboriginal settlements are experiencing high lewélsousing demand;
There is significant growth in low-income singlaga and two parent family households;
There is evidence emerging of a growing numbeeofas.

Labour Force Changes

. There are limited job opportunities and very lirdifeb growth in most communities;
The job opportunities will reflect the economicestgth of the primary sector: mining,
forestry, etc. and growth in tourism;
There are bi-modal labour force characteristicé Wwetter than average salaries in medical,
education and high tech, and management positiotieiprimary sector. There are low
wage, seasonal jobs in service and unskilled psirs@ctor positions;
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Some centres’ labour forces have high concentraiiothe government services sector.

Housing Construction and Renovation

: A limited labour pool and dependence on shipmemboftruction materials continue to
drive up prices;
New technologies for building in the North changei$ing development patterns;
There is a high need for renovation as larger Hoalds and climatic conditions cause more
rapid deterioration of the housing stock.

Cost of Housing
Costs continue to rise based on labour and magerial
There is little or non-existent market-value ap@atgan.

Financing Mechanisms
Innovative financing options are needed to prodft@dable family and rental housing.

Municipal Infrastructure
Investment is required in more energy efficient andironmentally sensitive options.

Smart Growth
Housing design and construction and settlemennplgnn general are moving toward
more environmentally appropriate and cost effediovens.

Market Failure
Lack of activity by major builders and limited nuerb of lenders removes a source of
information that is available in larger communitiss there is a greater need for public
agencies to provide information to consumers rdl&deconsiderations associated with
home purchase and rental options.

Multiculturalism and Housing Variation
There is continued need for more culturally sewsitiousing design and housing
components (systems) in the North.

Income Disparity
Income disparity is generally related to Aborigi(lalver incomes) versus non-Aboriginal
(higher incomes) differences in income.

Rental Markets
There is growing demand for rental accommodatiorigmilies, individuals and in some
centres employees (transient) in professional posit(teachers, nurses, law enforcement);
The market gap is a serious disincentive to priiratestment. Public subsidies are
necessary to stimulate more rental construction;
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There will be a need for more seniors rental hauamthe population ages and the
extended family tradition weakens (thereby redudamily care of elders).
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4.0 International Perspectives on Trends and Issues

In this section we provide a short overview of thaor issues and trends affecting housing and
consumer markets in four international counties:

Australia

New Zealand

United Kingdom; and
United States of America

This overview provides a context for understandivgysimilarities and differences with trends
and issues identified in the Canadian context. & feeef overviews are not intended to be
exhaustive or comprehensive in nature. Insteag,fgh&vide a background for understanding
potential international linkages, and for informioigr later discussion on research priorities.

4.1 Australia Overview

Housing markets, and consumers of housing, hawlfaignificant change in Australia over the
past decade. A number of socio-economic trendseaponsible for significant transition in the
marketplace which is affecting the housing choeed options available to Australian
households. Many of the trends parallel those ina@a and other developed countries such as
the United States and Great Britain.

The Australian population growth rate is declinargl birth rates are falling, although fertility
rates remain higher than their Canadian or Ameracamterparts (Yencken and Porter, 2001).
Household size has fallen and is projected to naetio fall. The rate at which households
dissolve and re-form again is increasing as divasibes and the rate at which people re-marry
rise. In spite of high levels of re-marriage thenner and proportion (of all households) of single
parent households is increasing. The populati@agiisg and single person households are on the
rise. The traditional nuclear family is in declingjile childless couples, singles and other
non-family arrangements are becoming more commoowiBg ethnic diversity and an
increasingly multi-cultural society, are also plagnew demands on and providing new
challenges for the building industry, particulariythe area of house design

These trends characterize the mainstream popul@atidostralia but there are groups in society
who do not fit this pattern. Aboriginal householdsd some new immigrants, have considerably
different characteristics: larger household andilfasize; and younger population profiles.
Aboriginals also have much higher levels of fanbilgakup and single parent (usually female
led) households. Levels of family formation, ana¢ehousing demand, tend to be higher for
these groups.
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Overall, these demographic trends dictate a comigiout more modest demand for housing.
They also dictate a need for an expanded rangeusiiig options: for single individuals, elderly
individuals and couples, childless couples andesdarused professionals. The standard three
bedroom bungalow on the single lot (so long thadref most Australians) is less suited to the
needs, aspirations and life-styles (less familyésel) of many of these non-traditional
households. Smaller homes, different tenure opftisash as condominiums or life leases),
different locations (inner city as opposed to sbln) and homes with design features to
accommodate non-traditional households and agipglptions are in greater demand
(O’Connor and Healy, 2001).

Although demographic trends are important, acaessganingful, long-term and secure
employment is the most important factor affectiogsumer confidence and housing markets in
Australia (Kupke and Morano, 2001). Opportunitiesgecure, full-time work are declining
alongside rapid growth in casual or part-time w@&tween 1973 and 1993, part time jobs grew
by 164 percent while full time jobs grew by onlyfgercent. Labour force changes parallel
those of many other nations, with declining unskiland blue collar positions in primary
resource and manufacturing industries and growtmskilled service occupations and skilled
high paying jobs in information technology, finarax&l other sectors of the new economy.
Employment, and therefore incomes, are less eqdaitgibuted, with growth in both the high
end and very low ends of the income spectrum, amullawing out of the middle. The growing
gap between the rich and the poor is a social toémigep concern.

The general uncertainty with respect to job segisiteflected in public opinion polls with a
majority of Australians feeling things are gettiwgrse over the past five years. This is reflected
in weak consumer confidence. To stimulate confidandhe housing market, the government
recently introduced a program for first time buygn®viding grants up to $16,000 (Australian)
for the purchase of a new home with $7,000 (Ausinaifor an existing home. There is no
restriction on income or location.

Given this labour force and economic reality, darggoups in Australia bear a disproportionate
amount of the burden of unemployment, job inseguciisual and part-time work. Associated
with this burden are poverty, homelessness, inatedquusing, lower levels of education and
poor health. People more likely to fall into theg@gory include Indigenous People, newly
arrived migrants, young people and those livingol@ major urban areas. Indigenous
Australians continue to bear the greatest burdeatofomic and social disparity.

The changes in the labour market are having afgignt impact on home ownership (Kupke and
Morano, 2001; Maclennan et al., 1997). Australia had one of the highest rates of home
ownership in the world (70 percent in 2000), bet percentage of owners is now beginning to
decline. The trends toward short-term and lessreegmployment are forcing people to re-think
the merits of ownership. The need for greater nitglbecause of more frequent job changes is
also resulting in an increased tendency for houdsltto live in the private rental sector. Single
income households find it increasingly difficultparchase a home as housing prices and
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borrowing arrangements reflect the purchasing p@#eual income households. With
ownership becoming less attractive (or less posgitihe demand on the private rental sector is
increasing, triggering a rise in rental rates atalagering of vacancy rates. Those at the lower
end of the market are being displaced, increasiadetvel of homelessness and the pressure on
public housing.

Housing trends in Australia illustrate significaagional differences and the description above
more accurately reflects the metropolitan as opgphés@on-metropolitan experience.
Populations are in decline in rural and small tovustralia, as people, particularly young singles
and families, leave for employment in the largetroylitan centres. Investment in housing is
falling, and many households are facing entraprasmroperty values fall below personal equity
in their homes. The Indigenous population, moreceatrated in rural regions, lacks access to
guality housing, and basic infrastructure and awevding are significant issues.

On the environmental side, growing problems ofanl water pollution in urban areas, the loss
of urban biodiversity, loss of and disruption tbam wetlands, soil contamination and growing
problems associated with disposal of solid wastdrareasing the cost of housing and urban
development. This has initiated interest in smeotwgh policies with an emphasis on increasing
densities, residential intensification (infilling) older residential areas and better integration o
public transportation and residential development.

4.2 New Zealand Overview

New Zealand has traditionally experienced increggbiome ownership coupled with low-cost
rental housing. However, many factors are contmigutio a change in this situation. The major
trends and issues in New Zealand are: aging dbdabg boomers; increased cultural diversity;
continued urbanization with Auckland becoming hdma greater share of the population;
migration volatility (considerable variation acrasgions within the country); and early signs of
a major transition away from home ownership bydhiédren of the baby boomers. The
Government's shift in the early 1990s from a migdetivery of housing assistance through
subsidized public housing and income support toadnoviding income support alone, by way
of the Accommodation Supplement, has affected #tera of housing as well. More low income
households are finding it difficult to find suitaédhousing. Furthermore, there has been an
acceleration of house prices in comparison to irgqgutacing homeownership out of reach of
increasing numbers of households. The summary whitdws is drawn fronNew Zealand

Now: Housing, unless otherwise noted.

Urbanization and Migration Volatility

While population growth is expected to slow over tfext five decades, there has been a high
level of internal migration and large flows to anoim New Zealand. These changes are
influenced by the “Auckland drift”, the emergendenew industries, availability of local
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resources and lifestyle factors. Together thesefaanfluence the propensity to migrate within
(mostly to Auckland) and out of New Zealand.

The rate of growth in the number of private dwejsirvaries considerably by region. In general,
areas that experienced high net population grointar{d around Auckland) also experienced
high growth in dwelling numbers, whereas areas \itille population growth experienced lower
dwelling number increases.

Urban/Rural Changes in Housing Stock

The number of private dwellings in New Zealand @ased 18 percent between 1986 and 1996.
The highest rate of growth occurred in rural arezes Auckland and other major urban centres,
mainly because more people made lifestyle choméséd outside urban areas.

Tenure

Newer generations of New Zealanders, both the yamadgthe recent migrant communities, are
experiencing different patterns of housing tenudgich suggests a possible reduction in the
home ownership ethic. In 1996, 41 percent of 2B4tgear olds lived in rented dwellings, up
from 35 percent in 1986, suggesting that more Hoalds in this age group delayed buying their
own home (with a mortgage) and remained rentintP@6 than in 1986. Possible reasons for
this increase toward choosing rental accommodation&l be newer generations starting their
careers with student loan obligations, a returtatier forming of couple households, later
childbirth and more child-free couples. In totak fproportion of households renting increased
slightly from 24 percent in 1986 to 25 percent @®@. The proportion of household renters is
expected to rise in the coming years.

The fall in the proportion of people living in homewned with a mortgage can be attributed to
three factors: house price increases (fewer holdglshoosing homeownership); a shift to more
single-income households (this occurred in theddyyto 1996, both as the result of later
marriages and an increase in the number of divpsoethere are fewer household choosing
homeownership or more households moving out of loevnership); and older households
paying off their mortgage and now living mortgageet

Demographic Issues

Aging of New Zealand society is a an overridingiesslriving many of the changes in housing
demand. This effect is interwoven within a numbleditierent household types, described
below.

One-person households: One-person households secréy 31 percent in the 10 years to
1996. The propensity to live alone increases wiia &he 30 to 54 years age group
accounted for the largest increase. The very gidaded 85 years and over) also became
more likely to live alone, increasing from 47 perckving alone in 1986 to 54 percent by
1996. Changes in healthcare and home support seraie among the factors that have
enabled more elderly people to stay in their owmé® rather than go into residential care.
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Couple-with-children households: The most commamsiebold composition is that of the
nuclear family with two parents and their childf@nth no other people present). As a
proportion of all households, couple-with-childtesuseholds fell from 38 (1986) to 31
percent (1996). The average number of childrehishousehold group also fell. The
housing needs of this group are therefore changing.

Couple-only households: Childless couples livingidwelling on their own increased by
24 percent between 1986 and 1996. One of the sftéqiopulation ageing is the increase
in households where children have grown up anchiafte. Another factor in the increase
in couple-only households is a trend toward delayjeldibearing, or the decision not to
have children at all.

Multi-family households: The occurrence of two com@ families sharing a home almost
doubled in the 10 years to 1996, but they accouiatednly 3 percent of all households.
The proportional increase was highest for the Asidamic group, at more than 500 percent,
and half were new immigrants.

One-parent households: One-parent families livingh@ir own increased their share from
8 to 9 percent of all households, over the 10 yeai®996. In the same period the number
of households in this category increased by all@0%00 (35 percent).

Cost of Housing

The housing costs faced by households differ byreetype, region and the household's housing
needs. Housing costs have been rising faster ttieen costs. For example, between December
1988 and December 1997 the Consumer Price Indely ({@Peased by 28 percent. However, the
housing index of the CPI rose by 48 percent. Hidfoersing prices resulted in greater
expenditure on housing in nominal terms and a®pgstion of total household spending.
Between 1988 and 1997 average weekly householdhditpee on housing increased from 21
percent to 25 percent of total spending.

Several factors caused the housing component dfiéo increase by more than any other
component during this period. At the national lewsle factor was an increase in rent levels due
to a government policy shift away from subsidizedts and mortgages to assistance in the form
of an Accommodation Supplement (Thorns, 2000). Aeotajor factor was the increase in
housing costs in the Auckland region due to denpedsures in this area. Because of
Auckland's large population in relation to the m&fsthe country, it is heavily weighted in the CPI
housing component.

Private and State Sector Rentals

Between 1991 and 1996, the proportion of househelasng changed only slightly from 23 to
25 percent; however, there was substantial chantfeeiownership structure of rental properties.
The proportion of renter households with stateadandlords dropped from 36 percent in 1991
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to 28 percent in 1996. Correspondingly, the praporof renter households with private sector
landlords rose from 64 to 72 percent. As the gawemt moves out of the direct provision of
rental housing, it is remaining a provider for nip&tw income households: most of the
households renting from the state sector had insan&20,000 or less. There was a more even
distribution of households across all income gragpging from the private sector.

Thorns (2000) suggests that lower income houselmmdshave fewer choices for housing due to
the way in which the market has responded. Thesenbibeen a large increase in low-cost units.
The State objective of reducing marginalizationrmyreasing housing choice for low income
households has not been met. For this to be adhiéve level of the supplement would have to
be raised and the market would have to create lnoreost housing units, more units of smaller
size. Thorns suggested that the creation of nemdaf housing provision, such as community
trusts, self build, sweat equity schemes and hgusssociations may be required to provide
more housing choices for low income households.

4.3 United Kingdom Overview

The housing situation in the United Kingdom is vsimpilar to that of other developed nations.
The most recent Survey of English Housing (DTLR)P0found that:
27 percent of households own their homes outright;
42 percent have a mortgage;
21 percent of households are in the social rergetbs (of these, 41 percent are single
persons, 16 percent are lone parents, and onlg@®ipt work full time); and
10 percent of households rent in the private sdetadl these households have average
incomes twice that of the social rented sectorrits)a

It also found that one-third of ethnic minority ls&olds live in the 10 percent most
economically-deprived neighbourhoods, and thatetla@sas also have a higher incidence of lone
parents and more rented dwellings.

Many of the demographic issues related to agingrangigration are similar to those of other
developed countries, as are the impacts and efiéctsanging economic, financial, and
monetary circumstances. For example, the Departofehe Environment and Welsh Office
(1995) identified the most important socioeconotrends affecting housing: longer life
expectancies, more aging in place, smaller famibyigs, new patterns of work, and changes in
traditional roles in the workforce. MacLennan (1Pp@btes that some of these trends have more
local and regional impact than others. For exantpajotes that growth in population, income
and the economy is greater in the South/London &weea had a more significant effect on
housing markets in that area than in others, ag p@ople are moving up to larger houses or
change from renting to owning.

Rising Cost of Homeownership
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Meikle (2001) notes that house prices in the UKehasen at a higher rate than that of other
commodities and services. The primary factor hasltlee rapidly rising cost of land. The rise in
construction prices has been fairly consistent wWithrise of other costs. Carter and Hoehn
(2000) note that there is currently a modest tongfrdemand for housing fueled by move-up
buyers and young professionals, despite the fattihuse prices have been increasing modestly
but generally rising more rapidly than incomesthia recent past, demand for home purchases
has been sustained by historically low and statikyeést rates. There is significant regional
variation in market conditions with London and simeith of England being a “hot market”.
Demand in this area is driven by migration to slbeda'new economy” jobs located mainly in
London and the surrounding area. Ireland has expesd a similar situation but on a more
modest scale. In other areas prices have not ipetea the same extent.

Further research (Anonymous, 2000b) shows thaeotirousing market conditions in 2000 are
fundamentally different from those of the late 198dd early 1990s, when there was a sharp rise
in home buying followed by a decline. Another rapge in home buying is unlikely to be
repeated any time soon as the rate of income isereas not kept pace with increases in housing
prices to the extent it did in the 1980s. The lefdiouse sales attained in 2000 is likely to be
sustained unless a greater proportion of the ptipnlaeeks to buy a house, as happened in the
1980s, or more people want to move. The primaripfdawere is that in the late 1980s there was a
sharp increase in the number of people in theintige buying a home, a trend that was promptly
reversed in the early 1990s. Today, younger peangenore likely to put off buying their first
home, because many graduates are beginning tmearcaith student debt.

One of the fallouts from the problems experiencgtidimeowners who overextended
themselves in the late 1980s is that many had postpbhaving more children because of the
uncertainties surrounding the market value of theme. (Forrest et al., 1999) However, many in
the UK still state that homeownership is prefeiwegdr renting.

One of the groups most affected by rising housogjare women-led households. Christie
(2000) shows that they are constrained by limitagleyment opportunities and are more likely
to find themselves with mortgage defaults and far@rproblems. A downward pattern of
residential mobility into the social rented secatooften the result. The outcome is greater
exclusion from neighbourhood or local communityhates or from family and friends, as well
as from opportunities in education, training angkyment.

General Economic Issues

Many households have been relying on borrowingnanice consumption growth in excess of
disposable income growth since 1996. The housedalohg ratio in 2000 fell to its lowest level
since the late 1980s. This is coupled with risingnd fuel costs, steady inflation, and low
interest rates. The net effect has been a recehhden house sales, and a decline in the number
and value of loan approvals for mortgages. (Anonysn@000a)

Planning Issues
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Research by Hull (1997) suggests that local planaystems in the UK have no authority or
power to implement sustainable development appesaththe provision of affordable housing
due to the overt pressures placed on market ddegelopment (which is consuming most of the
developable land), the opening up of transportatmmnidors, and expanding business locations.
Thus the ideals of urban containment and greendeeklopment are pushed to the side. The
resulting outcome has been a dearth of affordatlising and migration of low income
households in search of social rented housingnkian (1999) notes that the “social exclusion”
problem (the geographic separation of househotis ftifferent social and economic classes) is
also being driven by the government’s administeagitocation processes in the social sector,
which has concentrated social rented housing inisp@eighbourhoods. Planning policies at a
larger regional level have opened up new developsrianiess densely population areas,
enabling those with the means to do so to movecongeighbourhoods with better social and
economic conditions. In short, the recent trenthe\UK has been to less diversity within urban
neighbourhoods and communities. Kleinman belielasthe longer-term objective must be to
ensure that these areas are acceptable to a &g of households living in all types of tenure,
as this helps generate sustainability and equity.

An emerging area of interest both nationally arally is that of urban renewal and the use of
previously developed land and existing buildingsiiban areas for new housing developments.
(DTLR, 2000a) There is growing concern that theas been too much new development on
“greenfield land”, land that has not previously hesed for any development purposes. This
practice destroys existing landscapes and requneesand expensive infrastructure for servicing
purposes. There is potential for an additional @8,® 26,500 units per year between 1999 and
2016 to be added to the stock by simply encourad@wglopment within existing built
environments. The potential for changes of useotesimg (from other uses such as commercial)
is concentrated in the larger towns and cities. @dtential for subdivision and redevelopment is
concentrated in Greater London and in areas wadbmmuting distance to London and the
historic, university and resort towns of the sotthe potential for redevelopment is concentrated
in areas where there is a combination of hous&sge plots and strong demand for rented
accommodation, mostly outside town and city centrele areas lying around the edge of larger
cities.

Rural Housing Issues

The UK government has been examining the pressuresral areas as a result of changing
housing markets. An examination of four case sgIfELR, 1998) in rural areas near larger
urban areas has found that in-migration to rurahsuis significant and that the primary reasons
for moving are job related. The overall increasthmtotal number of housing units is due
primarily to new development for owner occupatither than resulting from conversion,
development of social housing, or privately rertiedsing. While there are planning provisions
to protect the rural countryside from increasingedepment pressures, particularly within Areas
of Outstanding Natural Beauty (AONBS), developnieast been happening on a significant
scale. However, in the four case study areas, dea&lopment has been on in-fill sites within
villages and has not resulted in settlements expgndto open agricultural land. Housing
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choice in rural areas is becoming more limited. idtal volume of rented accommodation has
declined, particularly the social rented units.sTfalong with a rise in homeownership prices, has
created affordability problems and has resultesbime involuntary out-migration of lower

income households as they seek areas where thaffoaah to live.

It is expected that demand for housing in rurahsiis likely to increase. Projected household
growth, technological and economic trends, andabethat for many reasons people wish to
live in the countryside, are the driving factorbelprice of housing in rural areas is likely to
continue to increase, and there will be an ongpiadplem of affordable housing in rural areas.

4.4 United States Overview

Housing markets and consumers of housing have fsigedicant change in the United States
over the 1991-2000 decade. A number of trendsem@onsible for transition in the market place
which is affecting the housing choices and optiaveilable to American households. Many of
the trends parallel those in Canada and other dpgdlcountries such as Australia and Britain.

The population growth rate in the United Stateseislining, and birth rates are falling, although
there is considerable variation by ethnicity. Féytand growth rates are higher for Blacks and
Hispanics and much lower for Caucasian househ@ldsrall, household size has fallen and
further modest decline is expected over the 20QB2{&cade. The rate at which households
dissolve and re-form is increasing as divorce ratesthe rate at which people re-marry rise. In
spite of high levels of remarriage, there is a gngwpopulation of very low income single parent
households (Joint Center for Housing Studies, 1997)

The population is aging, and single person houskshenle on the rise. The traditional nuclear
family is in decline, while childless couples, degand other non-family arrangements are
becoming more common. Minorities (Blacks and Hisgs)nare the fastest growing segment of
the population, but foreign-born households and tfeldren also continue to account for a
significant share of household growth. The babynbexs will continue to dominate the housing
markets over the 2001-2010 decade, and a growindpauof seniors will also be a major
influence. The increasing ethnic and multi-cultudiadersity of society is providing new
challenges for the building industry, particularithe area of house design (Joint Center for
Housing Studies, 1998, 1999).

Overall, these demographic trends dictate a comgndemand for more housing. The number of
households will increase by an average of 1.12anfillion annually from 2001 to 2010, adding
to the 100 million plus that already exist. Chaggiemographics also dictate a need for an
expanded range of housing options for non-tradifionuclear family households: for single
individuals, elderly individuals and couples, chelks couples and career focused professionals.
The single detached home on the single lot in tibeidbs (the American Dream) is less suited to
the needs, aspirations and life-styles (less fafodysed) of many of these non-traditional
households. Smaller homes, different tenure optjoasdominiums, life lease, etc.), different
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locations (inner city as opposed to suburban) amdds with design features to accommodate

non-traditional households and aging populatioesragreater demand. The demand for home
modifications to deal with the infirmities of aniag population will also increase (Joint Centre
for Housing Studies, 2000).

Home sales reached a new peak in 2000, and the gahesidential construction hit an all-time
high. Housing starts were at their highest levehore than a decade, and the pace of
construction was expected to hover around this @rleuel over the next decade. Prices and
rents continued to increase, but low interest rat@sbined with reasonably strong demand,
helped housing markets stay strong. Fueled byabg boom generation, the strongest demand is
expected to be for larger, well-appointed homes 8001-2010. The addition of more than 16
million new homes over the 2001-2010 decade, coetbwith the aging of the overall stock,

will serve to boost spending on home improvemeaeisirs and alterations. Studies highlight the
fact that there are over 3.2 million owner-occupdeckllings that are at risk of loss due to
structural inadequacy and/or under maintenancearatiditional 3.1 million renter-occupied
units in the same category (Joint Center for HayS§itudies, 1999, 2000).

Over the 2001-2010 decade, household growth isategeo account for about 70 percent of the
demand for new housing. The other 30 percentigatéd to replacement of housing lost to
abandonment (concentrated in inner city areasdsths loss (which appears to be on the rise)
associated with more turbulent weather characien$global warming, expansion of the second
home market, the increasing number of vacant umitise inner city areas and vacancies required
to accommodate the increasing number of turnoveremso(Joint Centre for Housing Studies,
1999).

Mortgage interest rates and, until the terroriticks of September 11, 2001, unemployment
levels were at their lowest levels since the 19602he national homeownership rate climbed to
a record 67.8 percent in 2001 (Joint Center forditay Studies, 2002). Home ownership has
become a reality for more Americans than ever (Cé&hsus Bureau, 1999). Heavy mortgage
refinancing activities, because of lower interesés, has put more money into consumers’
hands. For over three million households, cashfveasl up as a result of lower mortgage
payments. Increasing home values in associatidmneftnancing also means homeowners have
greater equity against which they can borrow. Being against home equity in the form of
second mortgages and lines of credit has surgede dmmeowners have used these equity loans
to pay off higher interest debt, but others hawdubem to purchase other goods and services
contributing to overall economic growth (Federak&we, 2001).

Labour force changes over the past couple of descd®81-2001) parallel those of many other
nations, with declining unskilled and blue collasgions in primary resource and manufacturing
industries and growth in unskilled service occupagiand skilled high-paying jobs in

information technology, finance and other sectdithe new economy. The proportion of the
labour force engaged in full-time work declined iotres period alongside rapid growth in casual
or part time work. With growth in both the high eawd very low end jobs, resultant incomes are
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less equitably distributed across all income grabps they were two decades ago. There is a
growing gap between the rich and the poor, althdagler unemployment rates in the United
States have moderated the effects of these laboue Ehanges to a greater extent than in some
countries (Joint Centre for Housing Studies, 2000).

Given this labour force and economic reality, darggoups bear a disproportionate share of the
burden of unemployment, job insecurity, casual gaud time work. Along with this burden go
poverty, homelessness, inadequate housing, lowelslef education and poor health. People
more likely to be disproportionately burdened imidBlacks and Hispanics, newly arrived
migrants, young people and those living outsideomagban areas. Indigenous Americans
continue to bear the greatest burden of econoniicsaaial disparity.

Housing trends in the United States illustrate ificemt regional differences. The descriptions
above more accurately reflect the metropolitarg@sosed to non-metropolitan, experience.
Populations are in decline in rural areas and stoaihs as people, particularly young singles
and families, leave for employment in the largetroylitan centres. Investment in housing is
falling in these communities. The Indigenous popaia generally more concentrated in rural
regions, lacks access to quality housing, andable éf basic infrastructure and overcrowding are
significant issues.

Significant housing growth has increased conceoositethe pace and pattern of development.
Most of the construction is medium and low-dendeyelopment occurring in fringe areas
outside of metropolitan boundaries. This growthas characteristic of sustainable development
as it is increasing the geographic pattern of spwawch, in turn, is increasing the overall cost of
providing infrastructure, the public and privatestof transportation and the cost of housing
(Barrette, 2001; Natural Resources Defence Coua@flD). It is also continuing the flight of
moderate and higher income households from cetityghreas where populations continue to
decline and the higher end of the tax base corgitmerode.

Unless aging baby boomers and their children revidrs century-long trend of decentralized
development, home building activity will remain centrated in fringe areas. This trend of
increasingly development on the outer edges adscisi likely to continue unless key issues such
as school quality and public safety in inner cityes are addressed. While suburban and fringe
areas continue to attract population from inneesjtthere are signs that this trend is reversing.
Boston, New York and Chicago, for example, are erpeing significant movement back to the
inner city. This movement is fueled to a certaiteex by foreign immigration but also by young
professionals, empty nesters still in the workfaand people who have come to dislike the
exhausting and expensive daily commute.

Concern centering on overall housing and developrnends has stimulated interest and activity
in smart growth initiatives, which are beginningctmunteract the economic and environmental
effects of sprawling low density development. Thiestgatives, however, still tend to be project
focused, as opposed to being applied to developme@neral. More large urban centres are
engaging sustainable development through renewersfo increase the use of public
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transportation. Despite these initiatives, growpngblems of air and water pollution in urban
areas, the loss of urban bio-diversity, loss ofd@mage to) urban wetlands, soil contamination
and growing problems associated with disposal lidl seaste are increasing the cost of housing
and urban development (Barrette, 2001; Natural &kess Defence Council, 2000).

The enduring strength of the United States housiagket is expected to add to the affordability
problems of low income households. House pricatith is already making it more difficult for
marginal borrowers in some areas to save enoughyt@ home. With housing costs on the rise,
expanding the supply of affordable housing andeykasg the existing subsidized stock will be
especially important challenges. At this point amlg 2002 it is too early to predict what effect
the events of September 11, 2001 will have on thresels but it is certain that it has affected
consumer confidence and this in turn will resultlanges in the housing market.
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5.0 Priorities for Future Research

In this section we provide recommendations forreine@search on issues and trends affecting
housing and consumer markets in Canada, partigwdarthey relate to informing a national
housing research agenda. These priorities werdajmakfrom a synthesis of various trends and
research gaps identified (summarized in Appendicard B), and are based on the following
principles:

- the importance the issue or trend is given in iteedture, particularly as a driver of (the)
housing market(s);

- the potential of the issue or trend to be importart number of sub-markets and
geographical regions;

- the gaps in research on the issue or trend thatpgarent;

- the potential to actually carry out a researchgmiopn the priority issue (i.e., the topic can
actually be researched and is not so general tergso nature; the data exists or is
possible to collect; it is financially feasibledarry out the research, etc.);

- the potential for having a major impact in termsiew knowledge creation or developing
new avenues of inquiry and investigation; and

- the potential to have an impact on or influencelipyiolicy.

Nine priority research questions have been idewtifind are discussed below. In addition to
stating the specific question a discussion of trimstances associated with the issue is
provided as is the rationale for identifying theegtion as a priority. The ten questions have not
been prioritized but the table following the dissios of the questions indicates the particular
criteria applicable in identifying these questions.

Question One

Assess the effect of Aboriginal population growthcéamigration on the Off Reserve demand
for various housing options and associated suppsgtvices.

Discussion

Considerable research has focused on the moverh#rd Aboriginal population from Reserves
and small communities to urban centres (NorrisBeaven, 2000, CMHC, 1996). There is
reasonably good data on who moves and why (Solziahihg Council of Winnipeg, 2001,
Clatworthy, 2000). There is less information on tia¢ure of the “churn” that occurs in urban
centres. Poor housing conditions are often a kayom for the move, and people hope to find
improved housing circumstances in urban communilsy Aboriginals find, however, that
the move to urban centres does not allow themdesacthe quality affordable housing they need
(Norris et. al, 1996, Kerr et, al, 1996).

Rationale
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Although some research has focussed on the hoagsowmnstances of Aboriginals living in

urban centres more work is required on the housimegmstances of recent arrivals. What
housing options are they accessing? What propoatie living temporarily with families and
friends? What types of housing do they need, whatthey afford? What particular household
groups are disadvantaged? What housing suppertsstare required to address the needs of
households? Does discrimination play an influeémake in the housing problems facing
Aboriginal people? Answers to these as well asroffuestions are crucial to addressing the
housing needs of Aboriginals moving to Canada’snrtommunities. Access to adequate,
secure, and affordable housing can be an effefitatestep in facilitating access to other services
Aboriginal households require to improve their gyadf life. Unless a stable housing
environment is established efforts to improve etlanahealth, skills development and
employment opportunities are difficult. Reducing tikshurn” or constant mobility within the
urban centres that has been documented (Clatw@@®@, and Norris and Beaven, 2000)
improves access to other required services.

This research issue has strong connections to pthiey areas including health care, education
and employment. There is also a strong relationghpoverty alleviation initiatives, the Federal
Urban Aboriginal Strategy and indirectly to On-Regehousing policies as reducing the back
and forth mobility from urban centres to Resenvéscés housing demand on Reserves. The
research is also applicable over a number of sulixetsas Aboriginal migration destinations
include both high and slow growth metropolitan cesitand small communities. Although

census material and data from the Aboriginal suagewell as the growing body of existing
literature will provide necessary background matedadditional survey and case study work will
be necessary. Although time consuming and costhykwo advance research and knowledge can
realistically be undertaken.

Question Two

Polarization of the labour force has resulted in@wth in both high end and low end jobs.
Assess the short and long term effects of thesadeseon the housing market in Canada’s
major metropolitan centres.

Discussion

During the last couple of decades we have witneasegnificant re-structuring of the labour
force. Growth has been concentrated in two sedtioesservice sector such as the fast food
industry which provides low wage opportunities; atié “new knowledge” economy, financial
industry, health care and other professional pmsstthat offer high end salaries (Yencken and
Porter, 2001). Many middle income jobs such asdhoeshe manufacturing sector have
disappeared. This has had the effect of squeezsaogle in the middle income range. Some
households have benefited by accessing the higlp@sitons, others have been squeezed into
the lower income categories. Shifts in the proportf the population in various income
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categories will obviously have an effect on theding market in both the short and long term.
These trends will continue to effect the demandiftierent types, tenure and price ranges of
housing. In some cities there are also importacdtional characteristics associated with growth
in a particular sector of the labour force. New\klezige jobs in some cities often gravitate to
city centres or the original CBD and “knowledge lens” often want to live in older residential
areas nearby (Florida, 2000; Florida and Gates]l 2dnis locational pattern of employment can
also have an effect on housing markets, changmgeographic patterns of demand in the city.

Rationale

Although considerable work has focused on the dngngature of the labour force, there has
been less research focusing on the implicatiortsisfchange for the housing market. What
effect does the changing nature of the labour farmkthe associated income re-distribution of
the population have on demand for ownership anthk@ousing? Are the labour force changes
significant enough to change the tenure distributger the longer term? What type of housing
design options will be required to accommodate [gethat are part of these changes in labour
force? How will these changes affect the demandéov first time buyer homes? The move up
market? Will there be a change in the geograpliocals of demand? Will labour force
re-structuring result in an increase in demanceintral city areas, initiating more higher end
housing in some centres and resulting in renewkedast in housing investment and
revitalization in others? Will the re-structurihgve any significant effect on core need and the
demand for affordable housing, particularly in thetal sector? This research issue is most
important in the high growth metropolitan centres &lso plays a role in slower growing urban
centres. Small town Canada and rural areas hawesnaped this re-structuring, although they
are more likely to be affected by the loss of heglal jobs and what growth occurs is more likely
to be in the low end categories.

Question Three

Discrimination in the housing market is identifieds one aspect of market failure. Assess the
extent of discrimination and the current effectivess of anti-discrimination laws and
enforcement regulations and suggest how they miggatstrengthened.

Discussion

Discrimination against certain population groupshsas immigrants (Chambon et al. 1997),
Aboriginal people (Spector et al., 1991), low-in@mhouseholds with children (Jackson and
Roberts, 2001), female lone parents (CMHC, 200@)rasidents with health problems or
disabilities (Schiff and Gnaedinger, 1997; VIug9&9Weisberg, 1994), in the housing market
has been documented. Discrimination on ethnic (Bea995), racial (Darden and Karmel,
2000) gender or other identity characteristicsadge important access issues (Mason, 1995).
Individuals from these specific groups may be demiecess to housing of their choice or
charged significantly more for the homes they meriiuy. The most significant instances of
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discrimination are in access to rental housing ¢Hahski, 1993). With the continued arrival of
immigrants and refugees there will be growing dditgrin Canadian society. This, as well as
continued migration of Aboriginal people to urbantes, will increase the potential for
discrimination to occur

Rationale

Although work by Canadian researchers generallicatds that discrimination exists, assertions
are often based on anecdotal evidence. There & gi@at deal of empirical evidence to
document the nature of discrimination. Fair housingits, like those documented in the U.S.
literature, have not been common in Canada. Tiseatso little evidence to document the
specific nature of discrimination. There needseariore work that provides the empirical
evidence that actually verifies that discriminatisroccurring. Is discrimination actually
exercised by refusing to rent to certain housellds it a situation where they have to pay a
premium to access a unit through higher damagesitspbigher rents, several months rent in
advance or other aspects that contravene tenattotdrand human rights legislation and other
regulatory measures? Only through verification dadumentation of the problems will it be
possible to assess the effectiveness of existiglé&ion and suggest how it might be
strengthened. This issue is most important fotdahge, high growth metropolitan centres, as
approximately 74 percent of new immigrants inijiaéttle in Canada’s three largest
metropolitan centres, Toronto, Vancouver and Mattre

However, Aboriginals are migrating in significantmbers to many slower growth centres such
as Winnipeg, Regina, and Prince Albert. Other gsaiat face discrimination are common to all
sub-markets. As well as applicability to a numbesub-markets, discrimination intersects with
several other policy areas including child povéssues, social exclusion and inclusion,
integration of immigrant households, social andgyaphic segregation in urban areas and
human rights issues. Although sound methodologidsdetailed survey and case study work is
required, experience in other countries indicate sesearch can produce reliable results.

Question Four

Large metropolitan centres as well as many smattemmunities will have to cope with
extensive expenditures to repair aging infrastrucéuover the next couple of decades. Assess
the short and long term effects on housing affordhty.

Discussion

Municipal infrastructure includes the massive neksaf roads and transportation systems,
sewer lines and treatment plants, water lines atidedty systems, electrical grids, phone lines
and other essential operational facilities in siti€his infrastructure is aging and in need of
renewal. Several studies have noted the needrewa and the extensive cost of this upgrading
(Diamant, 1995, Kim, 1997). Although the figureghese studies are often dated and provide

Draft Final Report
Rural and Small Town Programme and Institute of Urban Studies Page 65



only general broad estimates, the magnitude ofrekpges required is certainly a significant
challenge facing Canada’s urban centres. The ¢agigrading infrastructure will depend
extensively on the property tax base and developfees and charges. Many of these costs will
be directly or indirectly passed on to homeowneis r@nters.

Rationale

Several studies have focussed on the cost of ssgwew peripheral development (Ciscel, 2001)
and the need for new urban growth patterns thaicesthe cost providing infrastructure (Kim,
1997, CMHC, 1999, 1997 and 1995). These studies Ao addressed the savings associated
with replacing the current form of peripheral exgian with the new urban growth patterns and
the potential for development of more affordableding options. Less work has focussed on the
potential costs that may be passed on to the hgesinsumer to cover the costs of the renewal
and upgrading of the existing infrastructure. Howdd the burden of costs be distributed
between housing consumers, business, and the §anepmying public? What sort of pricing
mechanisms can be used to reduce the impact drotleeng consumer? What role should the
various levels of government play? How should £bst distributed between inner city and
suburban tax payers? How will these expendituresiousing affordability? These are
important questions that have to be addresseceamwers will have significant impacts on
both short and long term costs for the consumas iBhalso an issue that is important
throughout the sub-markets identified in this répibthas particular significance for slow growth
cities and small communities who have eroding @sel. In these cities market values are not
always generating the property tax revenue necgessaustain on-going operating costs let
alone the cost of significant upgrading.

The significance of research in the area goes lukgmnaffordability of housing. The results will
have significant implications for municipal finangiand taxation policy. Although a national
study would almost certainly be too expensive tdeutake, detailed case study work on selected
centres within each sub-market area would be plesd\ational estimates could be constructed
based on case study material.

Question Five

International migration will continue to be a majocomponent of housing demand. Assess the
specific housing needs of distinct immigrant andfugee populations, the barriers they face
and the opportunities for the building industry.

Discussion

Future population growth scenarios suggest an ggmpulation and fertility rates that are below
replacement level (Statistics Canada, 2001; Mc\felykalbach, 1995). Hence the level of
immigration will be key to any future populatiorcnease. In addition a viable and buoyant
housing market will depend to a significant extemimmigration (CHBA, 1998). However,
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immigrants face discrimination (Chambon et al., I)%nd affordability problems (Murdie and
Lapointe Consulting, 1986; Ley et al., 2001) in tlm&ising market.
Rationale

With future population growth and housing demarddependent on the flow and successful
integration of immigrants, research is requiretetter access the housing needs of immigrant
and refugee households, reduce the barriers ticeyafiad identify opportunities for the building
sector. There is a need for more focused studiégshwiould determine present and future
housing needs of refugees and immigrants (CMHC9L9%hese studies must identify preferred
housing options, design guidelines, possible prograf assistance and best practice approaches
(CHBA, 1998). The housing choices of immigrants tvalso be tracked over time so that
successful integration patterns of various categasf immigrants can be determined (Clayton
Research, 1994). Grant (1996), Fong (1997) and O0\{d899) all suggest the research must
include a focus on all immigrant groups, as needspaeferences vary with origin, racial and
ethnicity characteristics. Finally, Hiebert and Bley (2001) suggest research should also extend
beyond the usual focus on inner city immigrantswtdude suburban immigrants.

Only through detailed study of immigrant housingd®and preferences and the barriers they
face will effective demand be exercised in the raagface.

Although this research issue is most importanhé&fhigh growth metropolitan sub-market,
significance extends to selected centres in othiemsarkets — Brooks, Alberta for example. The
issue is also significant to other sectors of t@nemy such as the construction industry.
Successful integration of immigrants and refugeesso important to labour force policy and
successful implementation of regional growth sty

Although secondary sources of data such as theisems useful, primary data will have to be
collected though detailed survey and case studiviort this is a manageable area of research.

Question Six

Identify options for enhancing public demand and ac ceptance of Smart Growth
housing and planning options.

Discussion

The suburban expansion of the last several decades has created a new set of problems
for cities. Continued, generally low density, expansion at the city’s edge has resulted in
increasing costs to extend and maintain services like sewer, water, electricity, and
transportation infrastructure. Development at the edge has consumed prime agricultural
land and replaced valuable wetlands and natural habitat. Increased traffic, associated
with longer commutes to work, has increased levels of air pollution (Olson, 2000,
Roseland, 1998). Larger homes in many suburban areas also generate a significant
draw on resources. Many would argue that continued movement of moderate and
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higher income people to areas of suburban expansion has weakened the inner city,
robbing it of its tax base and destroying inner city social cohesion and capacity. This
pattern of growth has generated a new set of economic, social and environmental
problems that are presenting a real challenge for cities. In response to this
unsustainable approach to urban development planners are re-thinking the planning
and management of urban growth. In an effort to ensure greater sustainability “a move
towards smart growth” has been advocated. The principles of “smart growth” have been
defined and promoted in works by Benfield (2001) and the Canadian Urban Institute
(2001).

Smart Growth is characterized by more emphasis on mixed land uses and a more
compact urban design that generates more walkable communities. It also emphasizes
higher density development that preserves open space, farmland and natural habitat
and directs development toward existing communities. An emphasis is also placed on a
providing a broader range of housing designs and affordability options than are
normally available in standard suburban developments. An effort is also made to
provide a variety of transportation alternatives to the automobile.

Rationale

Research has provided substantive evidence that documents the nature of the
problems the recent pattern of development has created for cities (Knapp and Hopkins,
2001, Tyler, 2000 and CMHC, 1999, 1997, 1995, and 1994). Other research and
development initiatives have demonstrated that “smart growth” will counteract some of
the environmental, social and economic problems generated by our existing patterns of
development, including “smart growth”. However, there is very little work available to
indicate the marketability of this approach to urban development. A number of projects
with Smart Growth features have been developed in the United States. Although fewer
in number, there are also Canadian examples. Smart Growth features, however, have
not been widely implemented. A “risk adverse” development industry is concerned
about marketability. Housing consumers still illustrate a strong preference for the
traditional suburban approach to development. Given the possible environmental and
economic advantages of Smart Growth there is a need to identify options to enhance
public demand and acceptability of the approach. There is also a need to promote
acceptance at the municipal level.

With developments already in place the research can draw on the marketing
experience of both American and Canadian examples. Examining and documenting the
“market segments” and the marketing strategies of these projects will help the
development industry and cities design strategies to increase public interest and
acceptability of the approach. It will provide examples of what has, and has not, worked.

As there will be continued pressure to address environmental concerns, reduce the cost
of sprawl and address infrastructure changes and costs this research question has
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strong links to development of a more environmentally sustainable housing policy as
well as new policies related to the planning and management of urban growth. This
research is most important for high growth centres were development pressures are
greatest but sustainable development patterns are important in slow growth centres and
small towns as well. Public acceptance may also be more difficult to achieve in these
centres.

Question Seven

Identify strategies to maintain and enhance the exi  sting private rental inventory in
Canada’s urban centres.

Discussion

Over the past two decades, the Canadian rental market has been in a state of transition
and reorganization. There has been a decline in the number of new affordable units
being built; some of the existing portfolio has been converted to condominiums; and,
investment in the modernization and repair of older projects has declined (CMHC,
1999). These trends have reduced the number of affordable rental units available to low
and moderate-income households. Research illustrates that the shift to home
ownership has resulted in rental markets becoming more polarized, with low-income
households most likely to comprise the rental population (Clayton, 2000). Associated
with this trend is the fact that the rate of return for rental units does not offer enough
incentive to attract the necessary capital to build new units and invest in the repair and
modernization of the existing portfolio (Clayton, 2000; FCM, 1999; CMHC, 1999)

Rationale

These trends highlight a number of concerns. Without sustained investment in the
modernization of the existing portfolio, choice, availability and quality of private sector
rental units may continue to decline. This will reduce the number of affordable units
available to low and moderate income households. This lack of investment will also
place greater pressure on governments to provide accommodation for lower income
households. Considerable research has focused on measures necessary to stimulate
new construction, including tax measures, public subsidies and changes to the current
regulatory environment. However, strategies are also needed to maintain and improve
the existing private portfolio of affordable rental units. Key questions that have to be
addressed include: what scale of investment is required? and, what incentives, or other
initiatives, might be required to encourage the necessary investment?

Considerable information is available on the economics of rental construction and
modernization as is detailed data on household affordability. These two data sets
represent much of the information necessary to undertake such research. Research in
this area has broader policy linkages to other priority research areas including;
government policy on assisted housing, social policy on poverty and housing need, the
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cost of housing and housing construction and renovation. This research, although of
greatest importance to high growth centres because of the demand pressures and
affordability problems in these communities, has relevance throughout all sub-markets
where there is a demand for rental accommodation. It is of considerable importance to
slow growth and smaller communities where new rental starts are least likely and
dependence on the existing inventory is therefore more important.

Question Eight

Document the challenges, opportunities and potentia | outcomes of the complex
financial partnerships that are required to produce affordable housing in today’s
policy environment.

Discussion

In many areas of the literature, reference has been made to the difficulties rental
investors face in their efforts to provide new affordable rental housing. Trends
illustrating the growth in low income households resulting from both labour force
restructuring and demographic changes have also been highlighted. Finally, the
reduced role of government in the provision of affordable housing has also been
referenced.

Rationale

The nexus of these trends is a shortage of affordable housing for low and moderate
income households and a limited number of venues for the provision of such housing.
Although there is a high level of interest amongst non-profit providers of housing to
undertake affordable housing projects without ongoing government subsidies, the
capacity to undertake such projects is mixed (Kraus and Eberle, 1998). There is
considerable need for better information on the complex and innovative approaches
and financial mechanisms that are needed to make these projects a success (Kraus
and Eberle, 1998; Ekos Research, 1997). Information is also required to document the
complex partnerships necessary to fund such initiatives. The research can build on the
work of the Canadian Centre for Public Private Partnerships and focus on projects
across the country that illustrate success and failure. By documenting challenges,
opportunities and outcomes a series of best practice options can be developed.

The need for this research is common to all sub-markets and should yield results for a
number of policy areas ranging from affordable housing policy to health, education and
poverty alleviation policies. Case study approaches are also relatively inexpensive and
manageable.

Question Nine
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Detail the condition of the housing stock and, by f ocusing on the interrelated
issues of age, condition and operating costs, sugge st options for improving the
condition of the stock and protecting the affordabi lity of the older stock for low
and moderate income households.

Discussion

There have been no recent comprehensive and systematic surveys which detail the
condition of the housing stock, although self-reporting suggests the need for repair is
increasing. In many sub-markets the stock continues to age and a limited number of
new units are being added. Operating costs increase with age, but there is also
improved potential with new building technologies and systems to improve the quality
and affordability of the aging stock.

Rationale

With the aging of the stock (Statistics Canada, 2001), the increasing trend toward
purchase of resale homes (MLS, 2002), and the long term trend in increasing utility
costs (CHBA, 2001b) the condition of the aging housing stock is taking on added
importance. Extensive renovation and modernization may be necessary to protect the
condition and affordability of this stock. However, no systematic data base is available
to determine the extent of the problem, the nature of the repairs and renovations
necessary, the estimated cost or the potential for households to afford the investment
necessary. There are also very little data available to suggest at what point homes
should be demolished as opposed to investing in upgrading. Research is required to
address these basic data collection and analysis gaps. Without this basic research,
development of provincial and national strategies to improve the condition of the aging
stock will be difficult.

This research issue is most important in slow growth metropolitan centres, small towns
and rural areas where new housing starts are limited but all sub-markets contain aging
units. It also overlaps policy areas such as environmental sustainability and is of
particular interest to the renovation sector which would benefit from better information
on the upgrading needs of the stock.

Although a systematic national study would be too expensive, focusing on particular
design types and houses of different ages in selected centres would be a useful
beginning to improved data and knowledge in this area. There may also be potential to
build on information from the RRAP files.

Summary
The nine research questions detailed above do not provide a comprehensive listing of

important research issues related to the socio-economic trends affecting consumers
and housing markets. They have been identified, however, because of their importance
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to a number of sub-market and policy areas (Table 1). A more comprehensive listing of
trends and associated areas for research are detailed in Appendix A and B.
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Table 1: Rating of Priority Research Questions

Question Question Question Question Question Question Question Question Question
One Two Three Four Five Six Seven Eight Nine
Importance in Very Growing Very Modest Very
Literature Important important Important Important Important importance important importance important
Driver of
Market Very Modest
Change Limited important importance Important Important Important Important Limited Important
Important in
Numerous Mainly Mainly
Sub-Markets Several All All All high growth high growth All All All
Apparent
Gaps Substantial Substanial Substantial Substantial Substantial Substantial Substantial Substantial Substantial
Addition to Significant Significant Significant Significant Significant Significant Significant Significant Significant
Knowledge potential potential potential potential potential potential potential potential potential
Opens New
Avenues for Significant Significant Significant Significant Significant Significant Significant Limited Significant
Research potential potential potential potential potential potential potential potential potential
Influences Significant Significant Significant Significant Significant Significant Significant Modest Significant
Public Policy effect effect effect effect effect effect effect effect effect
Managability
Time Extensive Extensive Reasonable Extensive Reasonable Reasonable Extensive Reasonable Extensive
Very
Cost Expensive Expensive Reasonable Expensive Reasonable Reasonable Expensive Reasonable expensive
Primary data | Only Sound Only
Data Survey work must be Case Studies | methodologie Case Studies
Availability | required Yes collected possible s Yes Yes Yes possible
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required
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6.0 Appendix A: Research Gaps by Topic

The research priorities for each of the twelve topic areas explored in this study are
summarized in Table 2. In addition, existing and ongoing research considered to be
important to continue (i.e., to track changes in trends) is also noted. The summary of
these items was developed from our review of the literature and our interpretation of the

needs.

Table 2: High, Medium, and Low Research Priorities by Topic Area

Research Topic

Research Gap

Existing and Ongoing Research Which Should
Continue

Macro-economi
c Factors

understanding the effect of changes in capital
markets and global investment patterns on mortgage
markets and interest rates, and their impact on the
cost of housing

evaluating the effects of housing stimuli during the
last decade in order to inform decisions about
potential future actions

modeling changes in tax approaches to asset
depreciation

understanding the link between changes in full-time
employment growth and its impact on the long term
housing demand and production

developing a better understanding of the social,
economic, and demographic drivers of demand

Demographic
Changes

growing ethnic diversity and implications for the
housing market

differential growth by age groups and the long term
effects on the housing market

demographic change and new types of tenure
options

greying neighbourhoods, the implications for housing
and urban development

migration trends and the implications for investment
and disinvestment in housing

slow growth and the implications for the housing
market

differential growth by region and its effect on the
housing market

impact of an aging population on housing demand,
design and tenure options

changing household composition and the
implications for housing markets, housing designs
and utilization of the existing stock

lifestyle and preference changes and implications for
the housing market

Aboriginal population growth, migration and demand
for housing, type of housing, affordability and
location

Labour Force
Changes

polarization within the labour force, growth of low
end and high end jobs, and implications for housing
implications of geographic changes in the labour
force for housing: inner city renewal; further
suburban expansion; fringe development

impact of a changing global
economic structure
economic/labour force life circumstances of different
generations (e.g., generation “X") and implications
for housing

gender changes in the labour force and the
implications for housing

Housing
Construction
and Renovation

financing of housing maintenance for large scale
structures, including planning for rehabilitation of
older rental properties and development and
management of replacement reserve funds
understanding problems and issues related to public
housing, including a focus on the modernization of
management systems

quantifying the range and extent of the impacts of
technology innovations on the housing industry and
the overall quality and cost of housing

relationship between demographic changes,
household formation, and demand for new housing
versus a focus on expenditures on renovations
modeling of housing starts trends in relation to rates
of economic growth, availability of employment, and
population migration

role and impact of manufactured and modular
housing
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Table 2: High, Medium, and Low Research Priorities by Topic Area

Research Topic

Research Gap

Existing and Ongoing Research Which Should

Continue
Cost of linkages between immigration and house prices monitoring impacts of construction union wage rates,
Housing lumber prices, lot prices, levies and fees, and other
inputs, on the cost of housing
understanding the relationship between population
growth rate, the rate of new housing construction
activity, and housing prices
costs and savings associated with developing
environmentally sensitive housing
Financing developing new financing mechanisms for changing understanding the problems and barriers associated
Mechanisms tenure options, multi-party funding, and mixed use with the renovation sector getting access to
developments financing for renovation activity
understanding the challenges, opportunities and
potential outcomes of complex financing
partnerships
assessing impact on and likely futures of housing
markets (both ownership and rental) of the change
to mortgage financing, especially the 5% minimum
downpayment
Municipal developing environmentally sensitive infrastructure the real costs of urban growth (dollars,
Infrastructure developing cost effective but environmentally environmental implications)

sensitive infrastructure for northern communities
how to catch up with deteriorating infrastructure

assessing the role of changing land use patterns and
changes in urban form in generating cost savings for
infrastructure

monitoring the effect on housing affordability
resulting from shifting costs (i.e., user fees)

Smart Growth

better defining the benefits of smart growth (costs,
environmental implications), and their implications
for affordable housing

determining people’s preferences, attitudes, and
acceptance of smart growth

using smart growth to manage future urban growth,
what are the options

appropriate housing designs in a smart growth
context

adapting smart growth to existing built up areas
smart growth and its relevance to fast growth and
slow growth areas

understanding and defining smart growth

Market Failure

developing a better understanding of market failure
assessing the extent of discrimination in housing
markets

assessing the effectiveness of anti-discrimination
laws and regulations, and enforcement mechanisms
examining the evidence and impact of discrimination
in housing choice on immigrant populations
examining the role of public policy in initiating market
failure

identifying structural barriers which lead to
discrimination in the housing market

modifying some of the existing CMHC information
guides to include information for specific consumer
groups looking for information about more specific
housing options available in the marketplace, such
as seniors, low income households, and those with
special needs

Multiculturalism
and Housing
Variation

measuring housing affordability for recent
immigrants (possible wide variation depending on
age, marital status, education, household type, and
period of immigration)

focused studies to determine present and future
housing needs of refugees and recent immigrants,
translate these needs into design guidelines, tenure
options

assessing the housing needs of immigrant labourers
(e.g., those working in meat processing, garment
industry, seasonal agriculture)

continuing longitudinal studies on the integration
patterns of various categories of immigrants;
tracking the housing choices, options, and
improvements of the same group of immigrants over
time

determining market implications of immigration

Draft Final Report

Rural and Small Town Programme and Institute of Urban Studies

Page 76



Table 2: High, Medium, and Low Research Priorities by Topic Area

Research Topic

Research Gap

Existing and Ongoing Research Which Should
Continue

Income
Disparities

undertaking an analysis of income disparities by
segments of the population with attention to the
potential effect on housing markets

assessing the geographical differentiation of income
disparity, and the resulting effects on housing
markets

projecting future income disparities to assess
expectant increase / decrease in housing market
demand

continued research/monitoring of core need

Rental Markets

understanding how changing household structure
impacts the rental market

difficulties associated with maintaining the existing
inventory; scale of investment required; market
factors which make such investment viable; effects
on affordability; and incentives that might be
required

understanding what types of rental housing to build
and where, and for what income groups and
household types

understanding how to meet the demand for rental
accommodation and close the “gap” between market
rents and ability of the renter to pay

assessing rental needs in rural small towns and
northern areas

understanding the nature and magnitude of stock
losses in the rental sector

building a better understanding of the non-traditional
rental sector

assessing rental needs of an aging population
examining the factors driving the decline in private
rental markets on a global basis (the global market

gap)
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7.0 Appendix B: Research Gaps by Sub-Market

Specific issues and trends requiring further regeare grouped within each of the five
sub-market areas described in this study. The suywwes developed from our review of the
literature and our interpretation of the needs.N&'ee identified the issues and trends for further
research within each sub-market by assessing theefatedness of many of the major issues
described Appendix A. The list is not intended ¢éoexhaustive nor fully prioritized, but rather it
is intended to reflect important and interrelateglies. We emphasize that these are
geographic-specific issues and they may not nexbsisa important from a national perspective
in terms of research priorities.

High Growth Metropolitan Centres

Immigration and housing needs High growth centres are the primary recipients of
international immigration. Continued research gpuieed to better understand the specific
housing needs of distinct immigrant populations, ltarriers they face, the opportunities
for the building industry, etc.

How income disparity and polarization within the labour force influences housing
More research is required to understand the relstigp among high and low income
outcomes of the changing nature of our labour f@nggh skill, high wage, technology
related jobs versus low skill, low wage servicesjpland how it influences the types of
housing and geographically-bounded demands geddrgitpolarized income groups.

Smart growth, the environment, and infrastructure (re)development There is a need
for greater evidence of how to create public denfandmart growth approaches within
these urban centres. Coupled with this is a needderstand different financing
approaches to meeting infrastructure developmestsco

Labour force issues in the construction and renovain sector. Further research is
needed to assess the barriers to labour force ityahithe construction sector and how to
remove them so that the sector may respond in a timoely fashion to the rapid demands
for new housing construction.

Rental supply issuesHigh growth centres appear to be generating rewl@minium and
high-end rental stock. However, there is littlenornew affordable rental stock being built,
and the existing rental stock is aging or beingaead from the overall supply in favour of
other residential (primarily condominiums) and rresidential developments. There is a
need to develop a better understanding of rentadihg dynamics, and how to remove
barriers to, rental housing investment in high giroeentres.

Changes in the labour force The continued shift to the knowledge-based econoeates
different demands for housing, including inner entrtal business district locations. It also
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creates changes in the types of physical strucamdghe (technology) services contained
therein. We need more information about how thi affects housing and community
dynamics.

Slow Growth Metropolitan Centres

Demographic changelLittle is known about the “demographic churn” it slow growth
centres - is this population aging? What aboutlyooigration? What are the resulting
impacts on housing demand?

Economic “spikes” and housing changeSlow growth centres will experience periodic
economic booms (e.g., St. John’s and offshore dewe¢nt; Saint John and shipbuilding
contracts; Brooks, Alberta and meat processinggiwhi the short term drive new
residential construction and often cause a rig®irsing prices, before settling back to
“typical” patterns of growth. Research is neededrderstand the nature of the impacts of
these effects on a temporary basis and over tlgetéom, including the impact on the
supply of affordable housing, the changes in thei¢eof the urban environment, and the
impact on infrastructure. Developing a better ustigrding of what happens when the
boom is over, and how to mitigate the negative ictgaf cyclical growth on housing
markets are important issues for further research.

The challenges of smart growth, the environment, ahinfrastructure renewal. In these
centres we need to develop an understanding ofthdwance infrastructure renewal when
the private sector has no capacity to cost-shapaygiven the slow pace of development,
and the local government has a slow growth tax.das¢hermore, there is a need to
develop approaches which stimulate interest in sgrawth within a context where
municipalities are sometimes desperate for new tiréavoccur.

Rental housing issuesDemand for rental housing is not being drivembw population
growth. More households in slow growth communifiad affordable homeownership
opportunities. With reduced demand for rental (jaithy from seniors and newly formed
single and two-person households), we need tonaséaw the private sector may provide
new rental accommodations when return on investmsdimhited or occurs over a much
longer period than is acceptable to private inwssto

Changes in the labour force Slow growth centres are more dependent on toewditi
manufacturing and the service sector, as oppostt:tknowledge based economy which
characterizes more of the high growth centres. ¥é&zlio understand the different housing
demands associated with this type of labour force.

Small Town Canada
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The aging population Seniors are retiring to small towns near largmarcentres, or

other “central places”, where access to (health)ises is readily available. We need to
know more about the needs and resulting innovatsseciated with housing an aging
population. Related to this is the depressed inogro@th among seniors. The predictions
of the late 1980s and early 1990s centred arowgrdwing elderly population with higher
incomes reshaping housing markets may no longek &Ven the changes in the global
economy and smaller growth in retirement incomestigularly for seniors who have
worked in primary sector occupations), we neednimvk more about how this has and will
affect demands for housing and services. Finailgnnall towns there is a need to examine
how to structure a full range of housing optionsr{f independent to assisted to enriched to
nursing home care) to serve a broad regional deyrit

Rental investment and rental demandThe demand thresholds for rental housing are
limited; one vacancy in a ten-unit apartment buaigdcan be problematic from a cash-flow
and profit perspective. Research is needed to aiss&s and develop strategies for
reducing those risks. Related to this issue ishaenge associated with small numbers of
households in different income groups (low incometking poor, social assistance,
transient labour, professionals) each with spec#ital housing needs. We need more
information about how to develop private sectoredixncome rental developments and
how they are managed financially and socially.

Quality of the housing stock There have been no recent comprehensive andrsjiste
surveys completed which detail the condition oftbesing stock, although self-reporting
suggests the need for repair is increasing. Thek ftontinues to age with limited new units
added. Operating costs increase with age. Thereéed for research on the interrelated
issues of quality, age, operating costs and thdtneg local, provincial, and national
strategies for improving the condition of the ag#tgck, including potential investment of
new building technologies and systems into existiogsing.

Infrastructure renewal. The costs of financing this renewal have a dibeering on

housing affordability: property taxes must be iased; municipalities need to borrow more
money or implement higher user fees. In either,das@ayers foot the bill. Research is
needed to understand the extent of the infrastregitoblem in small towns, as well as the
potential range of solutions, and the resulting@ on housing affordability.

Regional issuesMore research is needed to better understaneghenal dynamics that
small towns find themselves in, and the resultmpacts on housing supply and demand.
The role of small towns has shifted over time; theyjonger are the primary economic
base for their immediate surrounding rural areasa@arger regional scale, some small
towns may become important regional service progidé health and education services.
Those communities will need to provide housingdgmfessionals. Those centres that do
not capture a regional market seem destined tonged¢iowever, research is needed to
determine what short term housing requirementd exisng this stage of decline. It is just
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as important to understand the dynamics of distnvest in these small towns as it is to
understand the market for investment in small tosarsing as modest growth centres.

Rural Communities

Labour force in the construction and renovation setr. Given the lack of stable
revenue from new construction, many firms engagenelves in renovation activity, or
they operate on a much wider regional basis. Inyngcases there is an adequate supply of
construction labour, but there is limited demandsfervices and limited mobility capacity
within the labour pool. What are the operationaliess associated with this environment?

Mortgage financing. There is a need to identify if there are barrtermortgage funds and
mortgage insurance in rural areas.

Lack of infrastructure . Given the property-specific nature of water sy@sid septic
systems, there is a need for more information ati@ugjuality of these systems, and, where
appropriate, the potential for multi-unit sharirfgrdrastructure. There are emerging
concerns related to the environment, habitat, gitauater protection, and housing
affordability.

Housing market disinvestment In some rural communities where economic actikég
ceased (mine closure, fishery closure, etc), weesgEkence of housing disinvestment.
Households are unable to sell their property arg tbse their equity. Critical services are
removed. What are the options for assisting comtiasnand households in these
circumstances make transitions to other commufitlsat planning mechanisms are
currently working or need to be developed in nesesavhere potential new communities
might be established, so that these issues caddressed early on or avoided altogether?

Quality of the housing stock There have been no recent comprehensive andrsjste
surveys completed which detail the condition oftibesing stock, although self-reporting
suggests the need for repair is increasing. Thek ftontinues to age with limited new units
added. Operating costs increase with age. Thereéed for research on the interrelated
issues of quality, age, operating costs and thdtneg local, provincial, and national
strategies for improving the condition of the ag#tgck, including potential investment in
new building systems and technologies.

The North

Labour force in the construction and renovation setr. For the most part this labour
force does not exist. Research is needed to assesthe private sector may be developed
to fill labour force gaps. Related to this is achée assess approaches for innovative
financing and private sector investment in housiagply in the North.

Draft Final Report
Rural and Small Town Programme and Institute of Urban Studies Page 81



Aboriginal and Inuit demographic trends and housingneeds There is a need for
modeling and forecasting of the potential housiagdnds, and their implications, for
these groups. Although they have the highest batids and rates of household formation,
there is some speculation that these trends forigibal households may soon be changing
as households opt for fewer children. The changatgre of the extended family and the
growing need for housing options for seniors teliinderstood.

Construction labour force. Given the difficulty of building in a cold climatthere is a
need to research and assess relevant labour tallseamd capacities, and to determine
criteria for labour force training related to neuilding technologies, for example, those
involving environmental approaches to treating wast

Culturally appropriate housing. More research is needed to develop better housing
designs and systems which meet the needs of nortiEriginal groups.
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8.0 Appendix C: Additional Research Gaps

In this section we briefly discuss our analysiswdditional apparent research gaps, not addressed
in either Appendix A or Appendix B. These reseagabs cut across a number of topics and
themes, and may or may not be geographic spettiey are, however, considered to be

priorities for research. This is based on commantise literature, and on our knowledge and
expertise of what research has or has not been 8onee of these gaps may not be high
priorities for a national program of research Ihaéytmight be important regionally or across one
or more of the different sub-markets in Canada.

Housing and its linkages to other sectorsThere is a need for research on the connections
between housing and other sectors of activity.example, we know very little in Canada
about the linkage between housing and communitg@oac development. To what extent
are housing assets used to leverage other ecomatiuties in a community? The United
States is exploring the connection between housmaginvestments in designated
“empowerment zones” designed to stimulate locahentc development. Australia is
exploring strengthening communities through comryuaconomic development. There
are also connections to the health care and ssmigices sectors that need to be explored.
Health Canada has initiated some preliminary worthis area. The United Kingdom
research agenda includes topics on supporting edée., the frail elderly, physically
disabled, those with disruptive behaviours) in adilmg context. Australia’s research
agenda includes housing assistance linkages (fgpaath health, social assistance,
education and other support services).

Housing and socio-economic outcome$here is a lot of research on market problems and
the potential solutions for addressing them. Howethere is less work on satisfaction with
housing provided, and on the overall utility andc¢sess” (broadly defined) of housing

once it is built. This is true in all sub-markdter example, we know little about the

housing outcomes of some of the new technologgdhiced into the built environment of
northern communities. How does housing contribatedusehold satisfaction or lifestyle
objectives? In what ways does housing contributeedthy communities? New Zealand is
exploring the outcomes emerging out of its recéanges in housing policy.

Another important element related to housing arilosseconomic outcomes relates to the
increasing popularity of assisting low income hdwdds move into homeownership
situation. An important research focus is deterngrthe sustainability of home-ownership
options for low income households. Many prograntsioon providing ownership for low
income households by providing up-front grantsemtito-own approaches, but there is
generally no on-going support. The important raseguestion in this context is: Can these
households sustain the cost of ownership overager term without continued public
assistance? For some low income households homesinwp@resents an opportunity to
accumulate modest wealth and assets. For othersxgferience may result in deepening
debt and poverty. This can be very important relé&betheir housing outcome(s).
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Housing and knowledge-based economyhe literature to date on the knowledge-based
economy does not explicitly discuss the housingla@md demands of knowledge workers.
There is discussion about the use of technologipatgnt in the home. But there is almost
no discussion of the housing form and locationgaretd by such workers. How does the
knowledge-based economy affect demand? What aienfh@tant factors in the location
decisions these workers make both within citiesthed preferences for particular cities?
What other aspects about living environments apomant to them?

The nature of the existing stockMost of the research tends to focus on developaien
new housing, or on the factors associated with ingudemand. What is needed is more
research on detailed characteristics of the eyysiack, including: conditions (state of
repair); suitability to changing household need gpeés; useful life span of existing stock;
the economic returns on renovation, and much midre.United Kingdom has undertaken
an aggressive approach to data collection anddstieg with significant emphasis on
annual surveys of the existing stock and househdlis United States has a rehabilitation
research initiative to explore renewal of the emgsstock.

Housing in rural areas and small towns, including lhe North. Much of the research

focus is on the larger urban centres, where themagrity of our population lives,
However, we generally know much less about housupply and demand issues in smaller
communities in rural communities and the Norththiese types of communities there are
challenges associated with small or non-existingketa, narrow or limited thresholds
across different demand segments, limited capacitye construction sector, infrastructure
and environmental issues, and many other topicshwpiay a mitigating role. Although
there has been considerable work in the past al aneas and small towns there has been
less emphasis on this area in recent years. Wiihee sattention has been given to technical
housing issues of the North, more research intsdlce-economic variables of the housing
sector is needed. These areas are undergoingisagnifransition because of changes in
various sectors of the economy and a renewed foclkis area may be necessary to better
understand market dynamics and housing needs.a\astwvith a vast rural and remote
area like Canada is placing considerable emphasissearch initiatives supporting
housing in disadvantaged regions.
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