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ABSTRACT

Evidence shows that current Canadian housing finance policies focus on subsidizing private market
rentals with little attention to affordability. They fail to support the right supply to meet needs in terms
of location, price, size, and tenure security, and provide a poor return on the investment of public
funds. In contrast, countries with strong non-market housing systems achieve significantly better
outcomes. This chapter reviews the possible approaches to housing finance in terms of seven key
choices, then examines some successful mechanisms drawn from Canadian and international good
practices and evaluates their success in terms of aggregate housing supply and equity outcomes. It
argues that municipalities are not the right level of government to fund large infrastructure projects
such as such housing, and makes the case for a return to proven, sustainable non-market finance
mechanisms to address Canada's housing crisis effectively and equitably. The paper concludes with a

series of concrete policy recommendations informed by the success stories.

This article is a chapter from Volume 2 of
Canada's Urban Infrastructure Deficit: Toward democracy and equitable prosperity,
published by the University of Toronto's School of Cities in winter 2026.

Affordable Housing Finance: What works? 2



AUTHOR BIOGRAPHY

Dr. Carolyn Whitzman is a housing and social policy researcher and is the author, co-author, or
lead editor of six books and over 100 articles and reports, including the book Home Truths: Fixing
Canada’s Housing Crisis (UBC On Point Press, 2024). She is a Senior Housing Policy Researcher at
University of Toronto’s School of Cities.

Affordable Housing Finance: What works? 3



INTRODUCTION

In the 1970s and 1980s, Canada had a finance system for non-market housing that enabled 10% to
20% of all new homes, an average of 16,000 a year, to be affordable for low- and moderate-income
households." As part of a global turn toward neoliberalism, Canada moved away from the successful
mechanisms that enabled non-market affordable housing, toward a set of ineftective and inequitable
market mechanisms.” Canada’s critical task is to recover and implement housing finance mechanisms

that work to address the deficit of major housing infrastructure projects across the country.

The purpose of this chapter is to outline a typology of housing finance mechanisms and explore the
evidence indicating what kinds of housing finance can best enable equitable and efficient outcomes.
Before doing so, it is important to clarify three key terms used in the first paragraph: “affordable

housing,” “low- and moderate-income households,” and “mechanisms that work.”

“Affordable housing” has a clear definition, both in Canada and internationally: housing costing no
more than 30% of pre-tax household income. Some international metrics refer to housing costing 40%
or more of net (after-tax) household income as “cost overburden,” which is roughly analogous.” But
this definition hides inequalities based on income and tenure. Canada uses another housing adequacy
measure called “core housing need,” which refers to the situation of a household whose home is
unaftordable, overcrowded, and/or in poor repair — and that would need to spend more than 30% of
its pre-tax income to access an acceptable home in the area. Almost 90% of households in core
housing need live in unaffordable housing, and almost 80% of households in core housing need are

low-income ones.*

“Low- and moderate-income households” is defined as the two lowest household income quintiles.
For almost 50 years — from the creation of the Canada Mortgage and Housing Corporation (CMHC)
in 1946 until the federal government downloaded responsibility for housing policy to provinces in
1992 — the emphasis of federal programs was on these households.” The preferred finance mechanism
was providing direct grants and/or low-rate finance to non-market developers and providers so they
could develop, acquire, or renovate housing. Even when programs based on market-sector tax credits
— such as the Affordable Home Ownership and Affordable Rental programs — were created in the
1970s, the eligibility criteria included setting purchase prices and rents at levels that moderate-income

households could afford.®

' St. Denis, “Why Can’t We Build Like It’s the 1970s?”

2 Aalbers, “Great Moderation.”

*> Canada Mortgage and Housing Corporation, “National Housing Strategy Glossary.” In Canada in 2022, over one in five households —
22% — lived in unatfordable housing. (Statistics Canada, “Housing Affordability.”)

* Canada Mortgage and Housing Corporation, “Labour Market Outcomes,” 2.

* See Suttor, Still Renovating, 3.

¢ Oberlander and Fallick, Housing a Nation, 136.
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Whether a given housing program or policy “works” can be measured by aggregate outputs: for
instance, the 2024 federal budget set a target of 3.87 million new homes between 2024 and 2031.”
Another approach is to measure equity-focused outcomes, such as the National Housing Strategy’s
target of reducing the number of households in core housing need by 530,000 between 2018 and
2028.°

By either of these measures, current Canadian housing finance mechanisms do not work. In terms of
aggregate output, housing completions would need to more than double from current levels to reach
500,000 a year — a supply level that would meet the needs of both existing households and
“suppressed” households (those living involuntarily with family or roommates).” Canada’s housing
supply 1s currently lower than it was in the early 1970s, when the population was half what it is now

and households were larger."

Nor are the country’s housing outcomes equitable. The median rental home was affordable to a
moderate-income household in the 1970s, and the median owned home was affordable to a median
income household.!" Today, there is no major city where a low-income single can afford an
apartment,'” and a median household would have to spend two-thirds of its before-tax income on
housing to own a home, even if they were able to afford a down payment.”” Our inadequate housing
supply exacerbates inequality — and is becoming even more inadequate under the National Housing
Strategy (NHS)."

Outcomes have been notably worse for tenants than for homeowners (see figures 1 and 2). More than
twice as many tenants as homeowners — one third of tenant households — live in unaffordable housing.
From 2018 to 2025, shelter costs (rent or mortgage plus utilities) increased faster than incomes, with
new renters in market housing being particularly hard hit."® The only households whose shelter costs
rose more slowly than incomes lived in non-market housing, also known as “community” or “social”
housing: homes owned by governments and non-profit organizations for the purpose of social benefit
rather than profit."®

7 Government of Canada, “Budget 2024,” 27-28.

® Government of Canada, “Canada's National Housing Strategy,” 3.

> The CMHC used to measure housing completions, a much more relevant statistic than housing starts, as people can only live in homes
for which the building has been completed. It is a sign of the federal government’s inattention to evidence that the CMHC no longer
measures housing completions — or the rents or prices of new homes it subsidizes. See Pomeroy, “Report to HUMA.”

1 Moffatt, “Federal Government.”

' Canada Mortgage and Housing Corporation, “Evaluation.”

'? Rentals.ca, “June 2025”; Macdonald and Tranjan, “Rental Wages in Canada.”

' RBC Economics, “Housing Trends and Affordability.”

'* The Parliamentary Budget Office projects that the number of households in core housing need will increase from 1.7 million in 2018
(one in nine households) to 2.6 million in 2028 (one in seven), despite $89 billion in expenditures on the National Housing Strategy
(NHS). While the largest NHS program, recently renamed the Apartment Construction Loan Program, will have spent $55 billion in
low-cost financing for purpose-built rental apartment buildings by 2028, only 3% of the resultant apartments, mostly studio units, will be
affordable to low-income households. (Segel-Brown and Vrhovsek, “Federal Spending,” 1; Blueprint ADE, “Analysis of Affordable
Housing Supply,” 4.)

' Statistics Canada, “Quarterly Rent Statistics.” For example, asking rents increased by 71 percent in Montreal during this period.

'¢ Statistics Canada, “Housing Affordability.”
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Outcomes are worst of all for low-income
tenants, many of whom are at risk for
homelessness. Four-fifths of low-income new
renters (those who have moved in the previous
year) live in unaffordable housing in Canada."”
In contrast, across the OECD, less than a third
of low-income households are in unaffordable
housing. In France, only a fifth of low-income

tenants are in unaffordable housing.'®

Canada 1s one of the wealthiest countries in the
world, with an annual GDP of over $2 trillion
and annual government expenditures (at all
levels) of over $1 trillion."” Through the NHS,
federal funding for housing affordability has
increased by 50% in real dollars. Yet federal
funding for low-income housing affordability
has declined over the past decade. As discussed
above, outcomes are bad in terms of aggregate

1.20

supply as wel

How can we do better?

'7 Statistics Canada, “Tale of Two Renters.”

Figure 1. In Canada, homeowners are the least likely group to live in
unaffordable housing, while new low-income renters are the most
likely

@ Households living in unaffordable housing**

In Canada

Homeowners
Tenants

New low-income tenants* 79%
Low-income tenants F 36%

Data Sources: Statistics Canada (2023, 2024), OECD (2022)

* "New tenants" refers to renter households that moved in within the past year.

** "Unaffordable" housing is defined as costing 30% or more of household income in
Canada and 40% or more in the OECD.

Figure 2. Shelter cost increases significantly outstripped income
increases with the exception of non-market housing

@ Rising Canadian shelter costs vs. income

National shelter costs =————————— 21%
Non-market housing costs ——— 12%
Household income =—————— 15%

% increase from 2018 to 2022

Data Source: Statistics Canada (2024)

** Organization for Economic Cooperation and Development, “Affordable Housing.”

'? Statistics Canada, “Gross Domestic Product”; Statistics Canada, “Government Spending.”

?* Segel-Brown and Vrhovsek, “Federal Spending,” 1.
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A TYPOLOGY OF HOUSING FINANCE
OPTIONS

What kinds of housing finance mechanisms actually improve outcomes? Delving into this question

requires an understanding of the multiple options available.

Finance variables can be categorized in seven ways. First, there is the source of funding: federal,
provincial, or municipal governments; private sources; or charitable sources. The federal government
downloaded housing policy to provinces in 1992, and most provinces, in turn, downloaded costs for
affordable housing and homelessness to municipalities. In Ontario, Canada’s most populous province,
municipalities pay over half the costs of building, acquiring, and maintaining non-market housing®' —
although they only collect 10% of total tax revenues.”* Canadian municipalities, with limited powers
and finance opportunities, are not the right level of government to pay for big infrastructure projects
such as low-cost housing.

Federal spending on housing represents 0.22% of GDP,? but total housing investment in Canada,
consisting predominantly of institutional and individual property speculation, accounted for
approximately 21% of GDP in 2021, a proportion that has been steadily growing for the past three
decades.* Increasing economic reliance on the speculative resale of existing housing —

. . . 2
“financialization”?

— rather than building new housing supply is a huge brake on productivity; it steers
institutional investment away from energy-saving and aftordable innovations like factory-built housing
and better use of wood and low-carbon concrete.?® In 2018, the federal government created a $755
million federal Social Investment Fund intended to support social-impact investment initiatives across
Canada by improving opportunities for non-market housing to be financed by banks, corporations,
pension funds, foundations, and high-net-worth individuals. (Figure 3 shows how such impact
investing fits into the broader social-finance picture.) Yet any resulting increase in support for non-

market housing has been slow to emerge.”’

*' Government of Ontario, Ontario's Housing.

*> Hachard, “It Takes Three.”

* Segel-Brown and Vrhovsek, “Federal Spending,” 2.

?* Statistics Canada, “Housing Economic Account.”

> August, “Financialization of Housing.”

?¢ Task Force for Housing and Climate, “Blueprint for More.”
# Phillips and Johnson, “Inching to Impact.”
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Figure 3. Impact investing provides opportunities for financing low-income housing infrastructure 28

@ Social and environmental financing: A typology

Responsible investing Impact investing
Traditional Ethical Sustainable Thematic impact Impact-first Venture
investing investing investing investing investing philanthropy

Seeking competitive returns

Mitigating environmental, social, and governance (ESG) risks

Pursuing environmental, social, and governance opportunities

Focusing on measurable high-impact solutions

Financial returns with  Investments are Sustainability factors Focus on issue areas Focus onissue areas  Addresses societal

limited consideration  screened out based on  and financial returns where social or where social and challenges that cannot

of ESG factors or ESG risk or ethical drive investment environmental need environmental need generate a financial

ethical constraints constraints selection and creates a commercial requires some return for investors
shareholder advocacy  opportunity for financial trade-off

market-rate returns

Adapted from Responsible Investment Association (2019)

Second, there is the question of supply-side versus demand-side subsidies. Supply-side subsidies,
as the name suggests, support new housing supply, while demand-side subsidies help households to
afford housing. In English-speaking countries like Australia, the U.K., and Canada, the rise in market-
based ideology hit the housing sector especially hard in the 1980s, as the idea took hold that having a
smaller state required selling off public housing and that low-income households would best be served
by demand-side subsidies for market-rental homes. Canadian non-market housing production
declined from a steady state of 16,000 homes per year in the 1970s and 1980s to less than 1,000 per
year between 1995 and 2015.*” Meanwhile, combined federal and provincial spending on portable
housing benefits, mostly market housing subsidies, have ballooned to $1 billion annually while only

removing 4% of households from core housing need.*

Third, policy analysis often focuses on direct grants and financing for affordable housing, as
compared to indirect mechanisms such as tax exemptions or free land. The federal government
spends about half a billion dollars annually on rent supplements and $1.8 billion on financing housing
supply, but foregoes $11.4 billion a year in tax revenues through indirect supports, primarily through
the principal property exemption from the capital gains tax, which exempts homeowners from tax on
resale profit.>' This treats housing as a government-subsidized preferred stock rather than as essential

** Responsible Investment Association, “Impact Investment.”

** Maclellan et al, “Shaping Futures”; St. Denis, “Why Can’t We Build Like It’s the 1970s?”
%" Segel-Brown and Vrhovsek, “Federal Spending,” 24.

*! Segel-Brown and Vrhovsek, “Federal Spending,” 2.
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infrastructure for a functioning society. Net wealth in owner-occupied principal residences in Canada
increased by $2.6 trillion between 1976 and 2017. Of this additional wealth, only one-twentieth is
owned by households headed by an adult under age 35, who represent 29% of the adult population,
while one-third is held by those aged over 65, who representing 21% of the population. These seniors
have gained an average of $277,903 in untaxed housing wealth over that period.*

Fourth, the timing of housing finance is a variable. While construction grants and ongoing mortgage
financing are the most common mechanisms, grants and loans can also assist at the pre-approval stage,

which often takes two to five years in Canada’s current regulatory climate.”

Fifth, the housing emphasis — new build, acquisitions, or renovations/conversion — matters.
Some forms of finance, particularly mortgages and tax relief, are best suited to new builds. Others,
particularly short-term finance, can assist in acquiring properties or in changing their use (e.g., from
office to residential).

Sixth, the basis for determining non-market rents varies considerably. Many non-market homes
in Canada are charged rents based on household income, but increasingly, rents are based on market
prices, which may have nothing to do with renters’ ability to pay but do have to do with levels of

profit. In many European examples, rents are set to cover costs only.**

Finally, the measure of financing success can range from outcomes (like ending homelessness or
reducing core housing need) to targets and outputs (like aggregate supply, or the proportion of new
supply that is non-market). The Government of Canada may say that it has committed over $37
billion since 2018 to support the creation, acquisition and repair of almost 309,000 homes, and that is
an impressive output.’® But it may be that only 15% of the 530,000 households targeted to be lifted
out of core housing need over the decade-long strategy will in fact be helped by this huge

expenditure.*®

*? Kershaw, “Policy Forum,” 590.

* City of Toronto, “Call for Applications.”

** Pittini, Turnbull, and Yordanova, “Cost-Based Social Rental Housing.”
** Housing, Infrastructure and Communities Canada, “Progress.”

%¢ Segel-Brown and Vrhovsek, “Federal Spending,” 1.
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WHAT WORKS: CANADIAN AND
INTERNATIONAL GOOD PRACTICES

In this section, we present two examples of past Canadian approaches to affordable housing finance
that have worked, as well as some successful models from other countries as summarized in Table 1.

(All dollar figures in this section are in CAD unless otherwise noted.)

Table 1. Affordable housing supply, selected countries

Non-market housi ducti
Affordable housing Non-market housing on ma'r y ousm.g e
(# of units/year, adjusted to

emphasis supply (% of total stock)

Canadian population)

Market rental, rent
Canada 3.5 2,000 to 3,000
supplements

Singapore Public ownership of land 80 123,000

Limited-profit

Denmark . 20 82,000
cooperatives
Limited-profit

Austria cooperatives, public 27 75,000
housing

France Public housing 16 68,000

Canada’s “Victory Houses” (1944—1960)

During World War II, the federal Curtis Report recommended that one-third of homes be
constructed by regional public housing authorities for low-income households. This advice was not
heeded;”” however, the federal government purchased land in and near major cities and created pre-
approved architectural designs to support mass production, which enabled homes to be built by
market developers within four months, for a price affordable to a moderate-income household.
Almost a million of these Victory Houses, along with supportive physical and social infrastructure,
were built between 1944 and 1960.%® Unfortunately, the Canadian government did not control the

cost of land, so these houses rapidly became unaftordable after the first resale in the private market.

*" In fact, 30,000 public rental homes were sold off immediately following the war for $6,000 to $7,000 each (the equivalent of $68,000
to $80,000 today).
** Oberlander and Fallick, Housing a Nation, 30—40; Bochove, “Wartime Victory Houses.”
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Canada’s long-term mortgages (1964—1992)

Canada successfully provided long-term low-rate housing financing for three decades beginning in the
early 1960s. For instance, the CMHC provided long-term mortgages covering 90% of costs to
Canadian universities in the mid-1960s, which by 1967 had led to the creation of 38,000 beds for
single students and 2,000 apartments for married students in university-owned housing. Land
acquisition continued to be a major emphasis: by 1972, the federal government owned 200,000 acres
intended for low-cost housing in Canada’s six largest cities alone.>* About 200,000 public homes were

constructed on a cost-recovery basis with low-cost 50-year mortgages in the 1960s and early 1970s.

Another 400,000 non-market homes were added in the 1970s and 80s even as the policy approach
shifted, with large-scale public housing falling out of favour and private sector 35-year mortgages
secured by the CMHC replacing longer direct government loans. By the mid-1990s, federal
intervention and non-market housing supply had ended.*

Singapore’s Housing Development Board

Like Canada after World War II, the Singaporean government led new home construction after
Singapore gained independence in 1964 through its Housing Development Board (HDB). The HDB
expropriated most of the land in the city-state, master-planned communities, contracted with private
builders to create strictly regulated home sizes and designs for ownership prices, and, critically,
maintained ownership of the land so as to control resale values. As of 2022, cumulative development
by the HDB has exceeded a million homes, and 80% of Singapore’s residents live in HBD-developed
properties. Typical prices for new units are affordable to moderate- to median-income buyers in
Singapore, and a generous housing grant is available to first-time home buyers earning less than
$108,000 per year (in Canada, the equivalent of a household earning 120% of median household
income).*" Because of low land costs and highly efficient standardized production, the Singaporean
government spent $4.8 billion on 18,500 new apartments in 2022, a little less than $250,000 per two-

to-four-bedroom unit, including first-time-owner subsidies of up to $80,000.*

While some units are sold at a loss, most construction is on a cost-recovery basis, and the HBD holds
the mortgages. This is an example of “revolving finance,” where mortgage payments return directly
into a fiscal pool to construct new housing, as opposed to being absorbed into general government
revenues, as is the case in Canada.” Singapore also provides an example of “counter-cyclical finance”:
when the market takes a downturn and/or when demand increases through immigration or other

reasons, the government steps in to increase housing production.

** Oberlander and Fallick, Housing a Nation, 58.

** Pomeroy, “Background Primer.”

* Lee, “Housing Lessons.”

** Housing Development Board (Singapore), “HDB Spent More on Public Housing.”
* Lee, “Housing Lessons.”
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Denmark’s National Building Fund

Revolving finance is also a hallmark of successful initiatives in Denmark, Austria, Finland, and France.
In 2021, there were about 500 non-market housing associations in Denmark encompassing a total of
560,000 units of housing, representing 20% of the total housing stock. The housing associations derive
91% of their building capital from mortgages, with local government providing 7% in the form of a
50-year interest-free loan, and 2% coming from tenant equity. The national government subsidizes
lower interest rates for long-term mortgages, typically 35 years, as well as exempting housing
associations from property taxes. It also subsidizes some low-income tenants through rent supplements
and/or downpayment assistance. Rents are based on costs, including mortgage repayment and
maintenance. The housing associations collectively own Denmark’s National Building Fund for Social
Housing (Landsbyggefonden), which was formed in 1967 to receive housing association mortgages.
When a mortgage ends, the non-market housing provider continues to pay into the fund for another
decade, which goes toward energy efticiency retrofits of existing buildings and grants for new
developments (see Figure 4). As a greater percentage of mortgages are paid oft in the coming years,
repayments will add capital to the state fund to support new developments. The cost-based monthly
rent on a new three-bedroom apartment is $1,823, while the rent on an older three-bedroom

apartment is closer to $1,000. There are rent subsidies available for tenants for whom these costs are
not affordable.**

Figure 4. Denmark’s “Landsbyggefonden” (National Building Fund for Social Housing) relies on 50-year repayments of state and mortgage
loans to develop a revolving loan fund 4

@ Denmark’s National Building Fund financial model over 50 years

DKK per m? per year
1,000 Loan payment Rent level
800 . . . Central
State loan (Public housing subsidy) Disposition
R National
600 Building
Housing Fund
Tenantls repay Construction
400 state loan to Fund
Tenants repay mortgage loan national
The state sets a cap on resident loan payments government
200 equal to 2.8% of acquisition cost + inflation _Local
Disposition
Fund
0 | 1 | 1 | | | |
0 10 20 30
Year

Adapted from OECD, Policy Actions, Figure 4.2.

* Pittini, Turnbull, and Yordanova, “Cost-Based Social Rental Housing,” 21.
* Organization of Economic Cooperation and Development, “Policy Actions,” p. 59 (Figure 4.2).

Affordable Housing Finance: What works? 12



Vienna and Austria’s revolving housing funds

Vienna has successfully financed non-market housing development for over a century. After World
War I, a social democratic government created the Vienna Housing Fund (IWohnsfond Wien), initially
out of a progressive property tax levy: 2% of the pre-war value for a worker’s flat, up to 34% of the
value for a luxury villa. As was the case in Canada and Singapore, the initial emphasis was on land
acquisition: by 1928, the municipal government controlled a third of all land within its borders.
Austria’s best architects sought to develop standardized small units with generous social infrastructure —

communal laundries, kindergartens, and health centres — at the base of apartment blocks.*°

Two-thirds of funding now comes directly from the national government. Most non-market housing
in Austria is created by limited-profit housing associations, similar to the model in Denmark.
Approximately 30% to 40% of a typical housing project is financed through bank mortgage loans with
a maturity of 25 to 30 years at market rates, with an equal amount financed by public loans with a 35-
to-40 year maturity at much lower interest rates (at least a percentage point below market rate), along
with about 10% from housing association equity and up to 5% from individual equity (which is
reimbursed when the tenant moves). The Limited-Profit Housing Act sets out the key governance
principles for housing associations, which include a 3.5% limit on the nominal capital paid out to
shareholders, the calculation of prices based on actual costs, a continuous reinvestment of capital, and
regular audits of the efficient use of resources and compliance. Housing associations are exempted
from corporate taxes.*’

This emphasis on housing supply has kept housing costs low, not only in the 60% of the sector that is
non-market, but in the 20% that is market rental and the 20% that is market ownership. A typical new
apartment building in Vienna has average monthly rents of $934 for a two-bedroom apartment, while
an older apartment of the same size has rents of $704. Costs per square metre are lower in Austria than
in Denmark because of tighter control on land values, including an aftordable housing zoning overlay
in Vienna that restricts resale value.** Moreover, Austria’s non-market housing model requires less
government funding than demand-side subsidies: the portion of repayable financing provided by
government — 0.16% of GDP in 2018 — is much lower than in countries that rely on demand-size
subsidies like the United Kingdom, which spends 1.41% of GDP on aftordable housing. Austria’s
housing expenditures are also lower than Canada’s, with much better results; about 17,000 non-
market homes are produced a year in Austria. This is the equivalent of 77,000 homes a year in
Canada, dwarfing the 4,000 to 6,000 produced annually in Canada.”

* Forster, “80 Years of Social Housing,” 7.

*” Pittini, Turnbull, and Yordanova, “Cost-Based Social Rental Housing,” 9—11.
*® Pittini, Turnbull, and Yordanova, “Cost-Based Social Rental Housing,” 13, 15.
* Falk and Rudlin, “Learning from International Examples,” 2.
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France’s revolving fund

France’s primary source of long-term housing finance is government-controlled savings bonds,
aggregated by the Caisse des Dépots et Consignations (CDC), which currently encompasses about 50
million tax-free accounts. Established in 1816, the CDC has about $612 billion invested in
infrastructure, mostly housing. Loans for acquisition, refurbishment, and modernization of non-market
housing are available for periods of 15 to 30 years, and loans for home construction are available for
40 to 50 years.”
moderate-income households from about 11% in 2000, mostly in low-amenity areas, to 16% in 2018,

France has been able to increase its non-market housing aimed at low- and

in a much better mix of areas. It has achieved this through a combination of generous financing, use
of public land, and targets for municipalities of 25% non-market housing, allowing it to build 110,000

non-market homes a year (the equivalent of 68,000 a year in Canada).”

% Housing2030, “Caisse des Dépots.”
*! Freemark, “Mandating Access.”
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CONCLUSION: LEARNING FROM WHAT
WORKS

Using the right mechanisms, it is possible to create non-market housing at much lower costs than the
current Canadian approach, as evidenced by the example in Singapore of creating low-cost ownership
housing and in Denmark, Austria, and France of increasing low-cost non-market rental housing. All
four countries have sustainable financing systems for affordable housing, replenished by loan
repayments. Singapore has successfully kept land values, and thus house prices, low. Denmark and
Austria use limited-profit housing associations to support a steady supply of housing, and Austria also
controls land value costs successfully. France has increased the quality and quantity of its public

housing over the last three decades.

Recalling the categorization of housing finance, with the lessons of these countries (and of Canada’s

past successes) in mind, this report offers the following recommendations:

1. The federal government is the best source of finance, especially if other government,

institutional, and philanthropic finance can be layered on top.

a) Standardized emphasis on maximum affordable rents for households is a foundation for any
successful housing finance system.
b) A stable, long-term revolving loan fund system for non-market developers can produce a

sustainable supply of low-cost housing.

2. The more efficient approach is supply-side finance (including acquiring and renovating
existing properties from the market). Demand-side rent subsidies cost more for the amount of

housing they supply.

3. A sustainable source of direct financing is necessary, although indirect financing through

free leased government land also helps control costs, particularly in Singapore and Austria.

4. Financing should include pre-development costs. Municipal government targets for non-
market housing can reduce pre-development costs greatly (as is the case in France). So can
negotiating rapid approvals of pre-approved housing, and reducing or eliminating development

fees as part of infrastructure agreements such as the Housing Accelerator Fund.

5. Ideally, federal financing would cover new builds, acquisitions, and renovations, all at a
sufficient scale to have an impact on homelessness and housing need. In Canada today, this means
at least 40,000 to 75,000 homes a year (equivalent to the steady state in Austria, Denmark, and

France) — preferably much more to rapidly address a generational deficit.

Affordable Housing Finance: What works? 15



6. Cost-based rents for mixed-income developments are essential to scale up
development, and pre-approved industrial construction can also help with the quantum and
pace of construction that is necessary. But cost-based rents are hampered by Canadian social
assistance and minimum wages being too low to support the cost-based approach used successfully
in Austria, France, Denmark, and Singapore. The federal government must either obtain
agreements from provinces and territories to increase low incomes or provide a universal basic

income and claw this expenditure back from transfers to provinces and territories.

7. The human-rights based outcomes of ending homelessness and housing should inform

Canada’s measure of housing finance success.

A recent international comparative study of housing infrastructure finance reinforces several of these
recommendations, concluding that free leased public land for non-market development, with public
investment conditional on low- and moderate-income rents, are the most efficient and effective

mechanisms. Upfront investment for supply is more efficient than demand-side subsidies.”

Better results are possible for the billions spent annually on financing Canada’s housing system. The

evidence is clear, but can the political will follow?

* Lawson, Troy, and van den Nouwelant, “Social Housing.”
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