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ABSTRACT

In response to contemporary economic and fiscal
crises, the canadian state is radically altering its social
and economic interventions. Essentiallyr politicians and
planners are reviving classical political and economic
doctrine. The ideology of possessive individualism, the root
of a depoliticiz ed society and its acceptance of the
inevitability of a poor c1ass, is becoming ever more solidified in the dominant society. This "new philosophy" of state
intervention has manifest itserf in changes in al1 areas of
inLervention. This thesis anal1z es the transformation of
state housing policy within a discussion of the above, broader
metamorphos is.
To this end, Chapter 2 establishes a theoretical
framework for understanding changes at the broader level of
intervention. The work of neo-marxist theorists who argue
that the state performs a dual role of accumulation and legitimation in advanced capitalist societies forms the theoretical
base. rt is argued that the canadian state's present response
to the country's fiscal and economic crises
an erosion of
the welfare state, monetarism, and wage and price controls,
constitutes a withdrawal of leqitimation.
Chapter 3 anal1z es the role housing interventions
have played in fulfilling
the staters broader dual function.
The legitimation and accumulation aspects of housing interventions directed toward homeownershipr private rentai- housing,
111

public housing, nonprofit and co-operative housirg, and urban
renerval and rehabilitation are considered. contradictions
between the staters broader economic function and its housing
goals are identified.
The persistence of the housing crísis is discussed
in chapter 4" rt is argued that in spite of an historical
increase in the leve1 of state intervention in housing ( until
the mid 1970rs) a housing crisis persists and in some ways has
sharpened through the latter 1970's and early l9B0's.
The final chapter detail-s the current transformation
of housing policy. The two underpinnings of this transformation -- declining budgetary expenditures and a withdrawal of
state housing capital expenditures are outlined. These
changes are linked to the broader withdrawal of legitimation
discussed in the second chapter.
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CHAPTER

1

INTRODUCTION

Transformation of the Statets Housin

Role

Beginníng in the ratter 1970's, and continuing to the
present, the role of the canadian state in the provision of

shelter has undergone a significant transformation. A primary
underpinning of this transformation has been a withdrawal from
the direct provision of housing capital by the state. During
Lhis period, the state increasingly has attempted to induce
private capital to invest in housing previously made available
by the state. As we11, the nature of state housing expenditures has been radicarly altered. Many kinds of housing expenditures have been curtailed or eriminated. The purpose of ne\,v
expenditures represent a fundamental chahge in state housing
policy.
To i1-l-ustrate, in 1978, the state sharply curtail-ed
its public housing activity. whir.e ceasing to provide state
owned housing to the poor, the state has attempted to shift the

responsibility for meeting such needs to the local_ community,
through non-profit organizations. rt is intended that the capital requirements for such housing will be met by private capital, supported by state guarantees against loss.
Mortgage subsidies to new homeownership aspirants have
al-so been el-iminated. New mortgage mechanisms, like graduated

requiring state guarantees but no capital or
subsidies, are being promoted as a replacement to past state

payment mortgages,

assistance.

2Direct subsidies to private rental housing builders
and investors have also been phased out. As with individual
mortgaged homeownership, mechanisms that require no state
subsidies or capital are being presented as an al-ternative.
As we11, federal government assistance to municipalities for the.provision of physical- infrastructure and recreational, social and cultural facii-ities will be withdrawn by
early 1982.
Further, rent controls, the sole remnant of general
wage and price controls introduced in L975, have either been
eliminated or are under review in most provinces.
While these major changes to state housing interventions have transpired, other forms of assistance have been sustained. In particular, selected tax expenditures, used to support both homeownership and the private rental sector, have
been retained.

As suggested' certain budgetary expenditures have been

increased substantially.

For example, state subsidies for home
insul-ation purposes have risen markedly.
Finallyr new interventions are being entertained. The
federal minister responsible for housing has made strong over-

tures about the introductíon of a shelter al-lowance in the near
future.
The rational-e provided publicly by state politicians
and planners for the current metamorphosis of state housing
interventions has two dimensions. First it is argued that
rising budgetary deficits incurred by the federa1 Ievel of

3government, prohibit the continuance of past forms and leveIs

of state involvement. Second, it is argued that the state must
decrease its degree of intervention as past levels of intervention are largely the cause of contemporary housing problems.
rt is suggested that previous interventions have led to a situation of overproduction, the root of the current production
crisis in the housing construction sector
The rnterruption of an Historic Trend of rncreased state
Invol-vement

The current transformation of the staters role in

housing exemprified by the discrete changes outlined above,

constitutes the interruption, íf not reversal, of a distended
interventionist stance initiated in the immediate post-war period. As part of a broader interventionist stancer generall!
characterízed by Keynesian economic policy and social welfare
measures, the state greatly increased its involvement in housing Canadians after the second world war.
Prior to the war it had become painfully clear that
given its raws of motion, the capital-ist mode of production
tended inherently to periodic dysfunction. The social effects
of this breakdown threatened the existing order.
The economic mobilization of the war effort brought
canada from the depths of depression to a high leve1 of production. The pressing business no\d was to reorganize production
to prevent any recurrence of the pre-war economic catastrophe.
The predominant feature of this "reorganization" wourd be increased state "management" of the econony. crudely, the state

4would attempt to lessen the severity of the business cycre by
regulating the leve1 of investment in the economy through the
use of Keynesian measures. since the state would never com-

pletely smooth the process of capitalist development, social
welfare measures were instituted to amel_iorate the negative
social effects of unemployment, and disparities in the accumulation of wealth and income.
Housing interventions were an integral part of this
rrtr)ost-war reconstruction" strategy from the beginning.
Residential- construction would constitute a major sector of the
economy. As such, the stability of the economy as a whole
coul-d be influenced by regulating investment in the housing
sector. Housing investment was regulated often to this end
during the 1950's and 1960ts. As a further basis for intervention, it was recognized that the provision of adequate housing
woul-d promote social- stabiJ-ity and enhance the productivity of
labour.

I{ith the above as a foundation for intervention, the
state expanded its housing interventions immediately after
world war rr. This distention continued to the latter 1970's.
During the 1950's and 1960rs, the dominant goal of the state
was to facilitate individual-, mortgaged homeownership. As insufficient mortgage capital was the major obstacle to homeownership during this period, the statets efforts focussed
largely on increasing private investment in mortgages. state
mortgage insurance was instituted to this end. where the provision of private capital could not be induced, the state sup-

5plied mortgage capital directly. By 1970, mortgage insurance
was insufficient to sustain the 1eve1 of homeownership desired.
The discrepancy between incomes and housing costs rendered

ineffective. As a result the state began to offer homeownership aspirants low interest capital. By the mid 1970's
the state had to provide cash grants and interest free capital
to stimulate the desired 1evel of homeownership. A special
tax expenditure was also introduced at this time.
demand

The state has also induced the private sector to sup-

pry

of Iow income rental housing. To t.his end, it
offered low interest capital and guaranteed profits throughout
the 1950rs to the mid l-970's. By 1975 interest free capital
was being offered to rental housing investors as a further inducement. However, the provision of low rental housing was no
ronger a prereguisite to assistance,. During the mid 1970's a
special tax expenditure was a]so instituted to attract investsome measure

ment in rental housing. While the state was attempting to

stimulate new rental housing activity, in r97s rent controls
\^tere imposed on most existing stock with the intent of preventing the realization of monopoly profits arising from housing
shortages.

the emphasis of state involvement was on mortgaged homeownership and private rental housing, the state also
directly furnished public housing and supported community housing to meet the needs of the poor. Little state-owned housing
was constructed until the mid 1960's. Such housing was considered only as an option for the poor functioning increasingly as
Though

6part of the welfare system. Between L964 and 1976, substantial
relative increases were achieved. However, public housing
still constitutes a marginal proportion of the total- housing
stock in the country, remaining a reserve of the poor.
During the 1950's and 1960's, community housing (nonprofit and co-operative housing) primarily served the needs of
the elder]y. Sponsors were usually service clubs or churches.
The type of assistance made availabr-e to non-profit organízations vvas the same as for private low rental housing. cooperatives were not extended t.his assistance. rn the latter
1960rs and early 1970's, as part of the community based reform
movement of the time, community groups became invol_ved in providing housing to low income people. However, the level of activity of community housing declined through the early 1970's
as the community housing mode was proving ineffective in fulfilling the housing requirements of 1ow income people. As a
result state assistance was extended in the mid 1970rs. As
welL co-operatives ere f inally eligible for the same assíst'
ance as non-profit groups and private entrepreneurs.
The state also assumed an essential- role in the urban
renewar movement of the 1960's. During the 1950's and early
1960's, the federal government made grants to municipalities
for sl-um clearance. As weIl, the state assumed some of the
economic costs of relocating sl-um dwellers whose neighbourhoods
were demolished. As citizen opposition to the prevailing urban
renewal approach mounted, the approach was abandoned in favour
of neighbourhood rehabilitation in 1"973. New programming pro\^i

7vided for the rehabilitation of homes, new cul-tural and recreational facilities and the upgrading of municipal services. As
well, provision was made for greater citizen participation in
neighbourhood planning.
The composite effect of the above trend of increasing

state intervention in housirg, has been a substantial proliferation in expenditures and capital investment for this purpose,
during the period. As suggested earlier, this historic trend
is now being interrupted.
The ContempoEary Housing Crisis
WhiLe state interventions in housing have been under-

going a transformation, of the nature outlined above, the housing crisis has persisted, and in some ways sharpened, from the
latter 1970's to the present. Even a conservative analysis of
housing need in canada suggests that a significant l-evel of
need expressed as inaffordabirity,

physical inadeguacy and
crowding still exists. rn spite of this need, the housing construction sector is experiencing a production crisis. Housing
starts are currently well below estimated new housing requirements. current high mortgage rates, the result of the state's
broader economic policy, have stagnated the residential construction industry. As a result, investment is shifting from
housing to non-residential- construction. rn addition, high
mortgage rates are rendering existing housing unaffordable
as mortgages become renewable" The problem is empiricarly evident as mortgage defaults have reached unprecedented levels.

8Furtherr âs many mortgage defaults are insured by the state
through its insurance fund, the crisis has been partially
transferred into the staters administrative system. Losses
sustained by the state mortgage insurance fund have swel-l_ed in
recent years.
A new dimension of the housing crisis has aLso emerged
in the latter 1970's. Energy expendituresr âs a percentage of
total family expenditures, have risen greatly. rnevitable
future increases in such costs wirl constitute an additional
burden on

families, particularly those of

l_ow income.

The National Economic and State Fiscal Crises

Concomitant with the above developments in the particular sector of housing, we are experiencing nationar economic
and state fiscal- crises.

since the mid r970's, real economic
growth has been retarded, unemployment and inflation have
reached high' sustained Levels and a current account deficit has
burgeoned. The state fiscal crisis has also deepened over the
period. The consol-idated budgetary position of all leve1s of
government has increasingly fallen into deficit.
within this
overall deficit position, the budgetary position of each level
of government varies substantially. The federal government has
incurred high, sustained deficits through Lhe latter 1970's to
the present. In contrast, the consol-idated budgetary position
of the provinces has been in a surplus due to the resource
based weal-th of the western provinces (surpluses incurred by
the western provinces have more than offset the deficits of
other provinces ) "

9fn response to the natíonal economic crisis and its
own fiscal- problems, the federal- government has fundamentally
al-tered its economic and fiscal policies. The federal government largely determines the countryrs housing policy.

out the period,
tion have often
housing needs.
housing crisis,

Through-

policies at the broader level of intervenbeen in contradiction to the fulfillment of
Such policy changes have either exacerbated the
new

undermined the effectiveness of particular

housing programs or caused a shift of resources from housing to

other inítiatives.
policy changes instituted ín L975 were a departure from the Keynesian approach adopted during the post-war
period to the mid 1970's. The effectiveness of Keynesian measures \das certainly in question earlier, as "stagflation" became
Economic

entrenched, however no fundamental changes were introduced
until- 1975. The primary concern of the state at the time was

to reduce infl-ation. The two policy changes introduced reflected this preoccupation. During I975 mandatory wage and price
controls \,vere imposed and a monetarist-based monetary stance
was initiated.
The control-s program rea1ly concentrated on
v{ages, reflecting an adherence to the belief that wage increases were at the root of infl-ation. The wage control program
contradicted a major housing program, the success of which depended on healthy wage gains for participants (Assisted Homeovinership Program). The controls program had a short life¡ âs
it was phased out in \977 "
The staters altered monetary policy was al_so aimed at

10

inflation.
rt was believed that the expansionary monetary policy of the early 1970's was also a primary cause of inflation.
This belief continues. since r975, the state has established
progressively restrictive money supply growth targets. Such
growth targets are being met by increasing the bank rate. By
raising the bank rate, the state has, as outlined abovet cãused
all interest rates to rise. Plortgage rates have now reached
over 20 per cent. The impact of high mortgage rates on the
housing market has been devastating. New construction has been
severely retarded and mortgagors facing renewals are suffering
hardship. As defaults have swelled, the staters mortgage insurance fund has suffered great losses.
In further response to its fiscal and economic prob1ems, the state, in 1980 instituted the National- Energy program
(NEP) and planned increased expenditures to facilitate economic
development. The NEP is intended to ameliorate the fiscal
crisis over the long-term by shifting oil and gas revenues from
the provinces and industry to the federal government. Economic
development expenditures are intended to facilitate growth in
other sectors, expanding the federal governmentrs revenue base.
rn order to raise sufficient resources, in the immediate term,
without increasing its deficit (now politically unfeasible),
other expenditure areas, particularly social- services, and
housing are being curtailed. Similarly, increased capital
requirements related to new energy programs have necessitated
that the federal government reduce capital available for other
functions like housing.

11

Statement of the Problem

rn the foregoing r have outrined briefly the transformation of state housing policy that has transpired from the
latter 1970's to the present. r have suggested that in general
this transformation has consisted of a withdrawal of housing
capital and reduced budgetary expenditures by the state. As
wel-1' f have argued that this housing policy shift constitutes
an interruption, if not reversal- , of a rong-term trend of increasing state housing intervention (through the post-war period to the mid 1970's). Further r have suggested that a housing crisis persists and has even sharpened while housing policy
changes have been effected"

Finally, r have proposed that the
transformation of housing interventions are grounded largely in
changes effected at the broader l-eve1 of intervention (e.g.,
monetary policy, energy programmi.g). Further, higher leveI
changes have contradicted actual or potential housing interventions and aggravated the housing crisis.
The concern of this thesis is to further develop the
above propositions, within a critical,
theoretical framework.
rn so doing we can reach a more cl-ear understanding of the
relationship among the housing crisis, changes to state housing
interventions, and developments at the 1eve1 of overall state
intervention.
The development of the theoretical framework will

begin

with a discussion of the role of the state in post-war Canada.
The discussion will focus on recent adjustments to this ro1e,
outlined briefly above. The work of a number of neo-marxists

L2

(orconnor, wolfe, chorney and Hansen) will serve as the theoretical base. Much new analysis, attempting to explain the role of

the state in advanced, western, capitalist countries has recent]y emerged from such theorists. The pursuit of such inquiry is
to explain the endurance of the capitalist social formation in
spite of its endemic tendency toward economic and social crisis.
The thesis argues, following neo-marxist theory, that
the canadian state, like its western counterparts, performs a two
fold role of accumulation and leqitimation. That is, simultaneously it attempts to create the conditions for the profitable
accumulation of capital (sometimes supporting, sometimes replacing the capitalist market through fiscal, monetary and regulatory
intervention) and maintain social harmony (the primary purpose of
sociar programmi.,g ). The fulfillment of its twofold role has
necessitated an increasing 1evel of intervention during the postwar period. Increased intervention has ultimately resul-ted in
the present fiscal crisis given the inherent contradictions
between the increasing assumption of the costs of production by
the state and Lhe continued appropriation of profit by capital-.
The Canadian staters response to its fiscaL crisis has crystallized during the latter 1970's and early 1980's. simplisticarly,
it has withdrawn from interventions that serve primarily a
legitimation function in favour of its accumulation function.
This discussion is the stuff of Chapter 2.
Chapter 3 concentrates on the historic part housing
interventions have played in the fulfillment of the state's dual
role. The guestion of how the state has intervened in the

13

housing market to facilitate

the real-ization of society,s
housing needs while serving the interests of capital is considered. As we11, contradictions that have arisen between the
staters housing pursuits and its overall objective of balancing
its accumulation and legitimation functions are identified.
Chapter 4 outlines the nature of the contemporary
housing crisis, demonstrating that the need for state intervention remains. That is, the inability of the capit.alist market to fulfill
society's housing needs persists. Contradictory
state policy identified in chapter 3 is further discussed,
ill-ustrating its relationship to the housing crisis.
The business of the final- chapter is to relate the
current transformation of state housing interventions to the
broader state withdrawal of legitimation. rt is argued that
policy changes in a particular rea1m, in this case housing, can
only be understood within a critical analysis of developments
at the broader l-evel of state intervention.

CHAPTER

2

THE ROLE OF THE STATE, RECENT SHIFTS AND THE FISCAL CRTSIS

As stated in the introductory chapter, the concern of

this chapter is to establish a theoretical framework for understanding the role of the canadian state during the post-war
period and the current fiscal crisis. rn considering this
question, r wil-l rely on what remains the definitive analysis
of the fiscal crisis in advanced, capitalist societies, James
1
orconnorrs The FiscaL crisis of the state. since orconnorrs
piece analyzes the American experience, it is necessary to draw
from recent canadian work as welL. Leo panitchrs, The canadian
state - Political Economy and Political power ¡ ã. compilation
of articles considering the essential aspects of the role of
the state (e.9., David wolfe's analysis of federal- economic
policy) is a paramount work in such inquiry. A recent article
3
by Chorney and Hansen, in which the authors question why a
crisis in legitimation has not arisen in canada, in spite of
the current assault on social programs, is al-so an important
contribution. This contemporary Canadian work draws extensiveJ-y from the analysis of other westernt c:ritical theorists,
4
notably Milliband, Poulantzas, Habermas, as well as orconnor.
Let us proceed now to a summary of orconnorrs fiscal crisis
thesis"
OrConnorrs Theory of the RoIe of the State and the Fiscal Crisis
OrConnorrs thesis begins with the following premise,
The capitalistic state must try to fulfill
two
basic and often mutually contradictory functions

15

accumulation and lqgitimation (author's emphasis).
t try to mainlain or
create the conditions in which profitable capital
accumulation is possible. However, the state al_so
must try to maintain or create the conditions for

social harmony.5
OrConnor further argues that the state cannot use its coercive
forces (police, army) to abet the accumulation of capital in
the hands of one class at the expense of the other societal
classes without forfeiting its legitimacy and therefore mass
loyalty and support. At the same time, the state must support
the process of accumulation.
The second premise of OrConnorrs thesis is based on
the adaptation of essential Marxist economic categories. State
expenditures that support the accumulation process are categorized as "social capital"; expenditures that fulfi11 the legitimation function are "social- expenses." social capital expenditures are indirectly productive in that they either increase
the productivity of labour (e.g., the provision of infrastructure) or reduce the cost of reproducing labor (e.g., social_ insurance). Social Expenses (e.g., welfare payments) are not
prod uct ive

.

Having established the above paradigm, OrConnor argues that all- expenditures have an accumulation and legitimation

function in some degree simultaneously. Howeverr ân expenditurers primary function can be determined in relation to the
prevailing economic and social conditions.
Continuing, it is argued that Lhe growth of the state
over time is a function of the monopolization of capital. There
is a dialectical- relationship between the growth of these two

16

sectors. OrConnor elucidates as fo1lows,
The growth of the state sector is indispensable to
bhe expansion of private indusLry, particularly
jiËåT:i:'åi:::::å, ir;:t;:::.::lrl3lii"il, ::iTä:1, ]i
capital, the greater the growth of the monopoly
sector. And the greater the growth of the monopoly
sector, the greater the growth of the staters
expenditures on socia.l- expenses of production.6
As capital concentrates, the social- character of production increases. That is, the state is required to provide
nev/ forms of capital (infrastructure, manpower training, education etc. ) that private capital can.not supply profitably,
7
but are necessary for the accumulation of monopoly capital.
The growth of the monopoly sector is accompanied by
poverty, unemployment, and economic stagnation. To insure mass
loyalty and maintain its legitimacy, the state must provide
programs that contain
negative social effects of uneven
:n"
capitalist development.
The fiscal crisis is grounded in the contradiction
that while the costs of production are increasingly socialized,
that is, assumed by the state, social surplus continues to be
appropriated privately. The amount of surplus value appropriated by the state to fulfill
its dual- function does not meet
revenue requirements increasingly as the state and monopoly
sectors grow. Its revenue base shrinks as a result of stagnation while its fiscal requirements increase" As wel1, monopoly
sector corporations and organized labour can increasingly resist taxing by the state.
OrConnor identifies possibl-e responses by the state to
U
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its fiscaL crisis. Generally, the state can but back expenditures, either social capital- or social- expenses t or attempt to
appropriate more surplus by increasing taxes on individual-s or
corporations. Freezing wages is also a policy option the state
can instítute.
briefly outlined OrConnor's theoretical frameworkr wê can now consider the Canadian state. Specifically we
9
will consider how the federal government has attempted to fulfill its accumul-a tion and legitimation functions, the nature of
its fiscal crisis and its response to this crisis.
Having

The Canadian State and Its Fiscal Crisis

During the l_950's and 1960's, federal government
intervention was characterized by Keynesian economic policy
and increased social welfare measures. committed to the pur-

sui't of ful1 employment, stable prices and steady economic
'growth, the government appried fiscal measures (taxation
and
spendi.g) aimed at sustaining demand in the economy (both consumption and investment). Budgetary deficits and surpluses
vüere managed according to whether the goal was to stimulate or
dampen the economy. rn managing the economy in this manner,
the federal government was fairry successfu-l- in effecting
trade offs between unemployment and inflation. The governmentrs
monetary objective was to manipulate the supply of money to
effect changes in the interest rate and therefore investment.
Relying on Keynesian full employment policy, the federal government was generalJ-y successful in creating the conditions for
the profitable accumulation of capital.

1B

Concomitant with Keynesian economic interventions,

social welfare and social security
programs were introduced to ameliorate the negative effects of
the market, supplying the requisite level of Ìegitimation.
üntiI the mid 1960's the combination of Keynesian economic policy and social welfare programs served the state well
in fulfilling
its dual function. Growth was high and unemployment 1ow throughout most of the period. As welI, inflation was
low and the balance of payment position healthy. The standard
of living for the average Canadian family rose considerably
over the period. State regulated capital-ism was supplying the
material needs of a large majority of the population.
By the middle 1960rs, inflation and unemployment began to appear simultaneously. The state was no longer able to
trade off inflation and unemployment effectivel.y. Wolfe argues
that this "stagfl-ation" is rooted "paradoxicalty in the success
of the state in emphasizing Keynesian fu1l employment policy. "
First, following O'Connor, WoIfe suggests that,
Full employment policy is an essential aspect of
the accumul-ation function of the state because it
ensures the high and stable leve1 of demand which
is the necessary incentive for sustained investment by private firms. At the same time, ful1
employment policy is an essential- aspect of the
legitimation functíon of the state because it
removes the most destructive conseguences of the
market economy for members of the working c1ass,
the fear of unemployment, and thus helps ensure
their loyalty to the system.10
Furtherr âS social welfare and unemployment insurance
measures have been successful in ameliorating the negative
effects of the market, the "political and economic" power of
unemployment insurance,

19

labour has proliferated. As a result in certain periods (on
the downside of the business cycle) labour has been able to in_
crease its share of the national income over capital through
wage bargaining. As corporations' costs increase the effect is

either to reduce profits and therefore money available for investment or increase prices to maintain profit levels. Either
option can lead to stagnation. rn the first instance investment declines, in the second, international competitiveness is
undermined. wolfe shows empirically that during the late sixties and early seventies, labour,s share of income over capital
had increased. He suggests that infration and stagnation has
occurred simuLtaneously as a result.
Although during the late 1960's and early L970's the
inability of Keynesian economic policy to deal effectively with
stagfl-ation was apparent¡ Do major economic policy changes were
introduced. The government did attempt to convince labour and
capital to agree to voluntary wage and price restraint, to no
avail. social- programming was heightened during the period as
a response to the prevalent social unrest of the late 1960's
and early 1970's.
rn the mid 1970ts, economic conditions worsened as
growth diminished and inflation increased to over l0 per cent.
As wel1, the current account deficit began to swerl. Table 1
illustrates the condition of the economy through the l-970's.
Through the nurioo, growth has remained anemic, unemployrnent and inflation have reached high, sustained levels and
the current account deficit has increased markedly until 1980.11
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1

Selecred EconomLc Indices

I

Year

Real

GNE

(z)

2

Change CPI Change
(z)

UnenploynenE

Current .\ccoun!
Def ic

RaÈe

iÈ

($ billions)
I 970

2.5

t 971

6.9

L972

6.1

t973

7.5

4.8
7.5

L974

3.6

10.9

L97 5

1.3

10.

r97 6

5.5

7.5

I977

2.7

8.0

1978

3.4

9.0

t979

2.7

9.1

I 980

0.0

l0.l

Source: Bank of

3.3
2.9

Canada Revfe¡¡

5.7

1.u

6.2
6.2

.43

-.39

.tt

5.5
5.3

-1.4ó

6.9
7.1
8.1

B

-4.76
-3. 84

-4.30
-4.90
-4.90

8.4
7.5
7.5

July,

1981, Tables

-1.90

I

and 53.

Soaring viorld oi1 prices exacerbated inflatíon,

while substantial- increases in interest and dividends flowing out of the
I2
Table 2
country created a large current account deficit.
outl ines increases in the l-atter.
As the countryrs economic difficulties magnified, its
fiscal crisis al-so sharpened. Since the mid 1970rs, budgetary
deficits have mounted. Not s:-nce the war years has the federalgovernment experienced such high, sustained deficits.
The
following figure illustrates its increasing fiscal- problems.
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As growth has declined during the latter seventies,
the base from which the federal government can extract revenue

has also diminished. The folrowing table irlustrates the
degree to which revenues have fallen off during this period. rn
three of the five years from 1g75-Lg7g, revenues experienced a

real decl-ine.
Table

Federal

Year

Revenue

Ml11ions
T97

I

3

il;;;:l;;å,Revenue

X Increase

17,241

ll.0

9, 560

13.

c.P.r.

(z)

Real Increase

2.9

8. I

4

4.8

8.6

7.5

9-r

197 2

1

197 3

22,809

r6.6

197 4

29 ,97 8

3r .4

197 5

31,703

1976
1977

36

10.

9

20.5

5.8

10.8

35,313

lr.4

7.5

-5. 0
3.9

,214

2.6

8.0

1978

38,019

5.0

9.0

-5-4
-6. 0

1979

43, s18

14. s

9.t

5.4

Source:

The NatlonaI Finances l9g0_q,
.

The Canadian Tax

Economic stagnation has clearJ-y contributed greatly to the

fiscal crisis.
fn re.sponse to mounting economic and fiscal problems,
the state began to fundamentally alter its policy. Having
fail-ed to induce vol-untary wage and price controls in the
early l-970rs, mandato-ry controls were imposed in october of
1975. chorney and Hansen discuss the effects of the wage and
price controls program in their aforementioned article. They
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argue that the program has effectively reduced labour's share

of income and maintained corporate profits. During L974-76
wages exceeded productivity gains and inflation.
By 1977 the
program had accomplished the reverse.

The overall result of the program was to shift
income from labour to capital, dampen labourrs

expectatíons and, with the increase in unemployment which accompanied the program - the rate rose
from 5.4 per cent in L974 to 8.5 per cent in I97B
al1ow accumulation to take place, thereby it

was hoped, laying the foundalion for a new round

of capital investment. 13
The other major element of the shift in economic
policy in 1975, was to begin relying on the rate of growth of
the money supply to curb inflation.
At t.his time, the Bank of
Canada announced that over the coming years it would establish
money supply growth targets intended to restrict progressively
the money supply, the uLtimate goal being to curb inflation.
The basis for this shift in monetary policy was the belief that
high levels of growth in the money supply during the first half
of the decade were a major cause of inflation.
That is, an
excess supply of money led to excessive consumption and
investment. The bank rate would now be adjusted to achieve
money supply growth targets in reverse of the past, where money
supply was al-tered to fulfi11 interest rate, and thus credit
condition goals. Monetary policy has shifted from its Keynesian roots to Monetarism.
A restriction in growth in money supply has been achieved since 1975 but infl-ation has persisted (see the following
figure and C.P.I. rates in Table 1).

24

6RO^'TH rFl Mor{ÊY

5UruX

ttr
\,/\
\r/\

Gt)

;

p€RcËHTô4¿

tt

tcpfA*

ovÉRpRÉyrougvÉAR

.r/t,

\.7'
ty''

\

ta
\-"J

,rr^a.

tr,

ltTsnzQ
âvtt¡É.: E+tKæCAI{AD¡ Rc.rrrerdr fee*rl¡sf tqe,l, T¿\BLÊ

I

The federal governmentrs monetarist stance, has not been

successful in realizing its major goal
curbing inflation.
rt has, however, promoted the accumulation of capitar as large
corporations can more easily withstand the effects of high
interest rates.
The third component of the federal governmentrs econ-

omic stance initiated

in L975 has been a reduction in spending.
As indicated in Table 4, the federal government has achieved
substantial- decreases in the rate of growth of its expenditures
during the period Ig77 through 1980. As it has been unable to
ameliorate its fiscal crisis by increasing its revenue base
(i.e., by facilitating sufficient economic growth), the government has had to reduce its expenditure growth considerably.
The objective of reduced government expenditure is
also a function of an adherence to the monetarist bel-ief that
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Table

4

Federal Governtrent Expendicure
(r971-1980)

ïear

Z Iucrease

c. P. I.

Increase

t97t

r5,729

L972

18,219

15.8

4.8

1r.0

L973

20,9L2

r4.8

7.5

7.3

t97

24

,277

16. I

10.

9

5.2

gg

4

2.9

1975

30,

I

t7 .2

10.8

r6.4

197 6

36,865

r9.3

7.5

11.8

L97 7

4.I

,2t7

8.0

3.8

1978

45,965

It.8
tl.5

9.0

2.5

1979

5

0, 614

10. I

9.r

1.0

Source: Federat Gpr¡cr¡-ee¡t Ftnance 1974, 1979, suatr.stl'cs
C.tatogt e
i ¡.

canada

current government spending is repracing private investment.
rt is argued that as government demands capital to pay off debt
incurred for prior consumption, private invest¡nent in future
productive capacity is foregone. Thus infl-ation arises. The
validity of this position hinges on the revel of real slack in
the economy. without attempting a definitive concrusion, it
would seem difficult to argue that the economy is currently operating to capacity and that private productive capital is
being replaced by unproductive government spending. For example, corporations seem to have ample capital avairable for
unproductive mergers.
Vtlhile the federal government has reduced its increases
in overall expenditures' program spending for certain functions

has been reduced at a greater than average rate.

Table 5

com-
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pares expenditures on social- services, health, €ducation, and
housing with total- federal expenditure for the period L97r
through 1981. By 19Bl it is expected that spending on these
functions as a percentage of total expenditure, will have decLined to a share lower than in I971. The greatest reduction
has been in social services spending.

Table 6 compares increases in federal_ government
spending for the period I97r through 1980. Real increases in
total expenditures have begun to out-strip real- increases in

social services, health, êducation and
housing. In 1980, there was a real decrease in spending on the
latter (-2.32), while the former increased by (2.9e").
cornbihed expenditures on

Table

5

FederaL GovemmenÈ. Expendlture by Function
I 97 1-1980

(Flscal Year Endtng March 3l)

¡

Year
Social Servlces
sMlllions

t97I
1972
1973
197 t1
1975
197 6
r9?1
1978
t979
1980
rgBrt

lof.G)

EealÈh
5ìfrllions

4,496

28.6

I,308

5,418

29.7

1,601

6,858

32.9

1,789

I,

33.

4

t,951

10,079

32.6

12,385

33.6

14,033

34

EducaElon

T,oEG) $H1ll1ons zof(6)
8.3
8.8

Housing
gMflllons

ToÈaI

zof,G) gtflttions

Totaì.
Z Tora.L
Federal
Federal
Expendlture Expendicure
(gHtltlons)

5.6
4.8

4l

0.3

6,7 17

15,728

42..7

86¿r

70

0,4

7

,955

l8,2r8

43.7

9

,593

20,9t2

45.9

872

8.6
8.0

847

4.0

99

0.5

919

3.8

.138

0.6

11,1r7

24,27't

45.8

2,296

7.4

I ,039

0.7

13,626

30,89r

44.t

7,5

I,r78

3.3
3.2

2t2

2,7 8t

338

0.9

I

6. 682

36,8ó5

45.3

.1

3. 305

8.0

r,372

487

l?

r

9, 197

4L,2L7

46.6

15,643

34. 0

3, t29

6.8

1,931

517

,070
18,289

33.7

3,819

7.6

a all

32.0

4,202

7.3

2

ß,r,o7

30.6

4

7.2

1

109

7

Source: l.
2,

r5!6

,385
2,293

3.3
4.2
4.4
4.2

I.l

21,220

45,965

46.2

675

1.3

23,826

50,614

47 .1

818

57

,L77

44.9

747

r.4
t.2

25,694

3.6

26,993

63 336
'

42.6

t971-1980 -_Federal covernnenc Flnance 1974. lgTg- SÈaÈfstfcs Canada Cacalogue - 68211 (1979 Table 15,
I974 - Table 17).
l98l Canadfan Tax Fosdatlon Estlnares- Natlonal Flnances i980-8l,Îable 5-l and 5-2.
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Table 6
rncreases 1n Federal Goverment ExpendlÈure compared to the consuner .price rndex
(I

J

CPI Increase

\2)

Increase ln Federal Expendlture
on Soclal Servlces, ñealth,

(2',)

Education and Houslng

t

(1)

(3)

Real Increase ln

-

Increase fn TotaL Federal
Expend

1

- ---G)Real Increase

tures

(4)

t8.4

13.6

I5.8

ll.0

1973

2.9
4.8
7.5

20.6

13.1

14.8

7.3

197 4

r0.9'

15. 9

5.0

16.1

5.2

t97 5

10.8

22.6

t

r.8

2t .2

197 6

22.4

L4.g

19. 3

1977

7.5
8.0

t6.4
I1.8

tt

I 978

9.0

10.5

n.8
ll.5

t979

9,I

t2.3

3.2

10.1

3.8
2.5
1.0

1980

10.1

7.8

-2.3

13. 0

2.9

197

l97Z

1981

15,

.5

I

i3

7

1.5

to.8

Source: 'Calculâted from Table 5.
NoÈe: ExPendlturee are based on a flscal year endlng Ìtarch 31, shlle the CPf 1s based on the calendar yeâr.
As sch these lndices are not sLrtctly cooparable.

This analysis of federal expenditure leads to the conclusion that the welfare state has been eroded during this
period. Lest it be argued that expenditures have simply been
shifted to lower levels of government, Tables 7 and B show that
when expenditures by the provincial and local governments are
included, the same trend is apparent.
rt is clear, then, that spending on social services,
health, education and housing have disproportionately borne the
burden of an overall decrease in state expenditures. It is aLso
cLear that this trend wi}l continue. According to the federal
governmentrs fiscal p1an, spending on social affairs wiLl be
reduced in order to ."finance other initiatives".
whil-e the social Affairs envelope clearly remains
one of the governmentrs mosL basic prioritiesr âs is
refl-ected in the fact that it continues to account
for by far the largest share of expenditures, the

1n
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Table

Toral

SÈeEe

I

968-l 978

(Ffscal year Endlng
Soc1al Sewfces

$0c0.
1968

4,228,030

1969

4,738,SO7

1970
197

7

t973

r

t97 4

t 3, 386, 584

0,6 19,553

t97 5

76,247 .770

t97 6
1977

18,447,065
20,73'),993

197 8

z\,zgt,sze

1979

I
2,665,184
17.0 3,a40,078
79.2 4,262.4t6
20.0 4,386,153
21.5 5,477,993
22.6 6,069,434
22.6 7,357,494
22.6 8,961,0t8
22.9 I0,r40,299
22.8 10,994,908
23.3 12,010,831
22.7 13,093,847

8,81 9,536

1972

25,04O,675

Source: Staclsrlcs

Z of 15¡

17.

,25O,969

December

3l)

Educatlon

z of (j)

6, 04 4 ,830

I

7

ExpendLture on Soclal Sewlces, HealÈh, and EducáÈfon
as a PercenÈage of ToÈal State Expendlture

Totã1

ToÈal SÈate
Expend

Z of g)

S000.

lture

10.8

4 ,7

t3,555

19.0

I 1, ó06,769

24 ,7 55

t2.3

5,403,299

19.4

13,581,874
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13.5

5,993, 650

19.0

1

13. 4

6

,538,472

18.0

1

13.4

6, 953 , 040

17, 0

2t,250 t569

4

t2.9
t2.4

7 ,303,O57

15.5

23,992,044

47

8,792,44?

14

tz.5

lo,653,57 I
12,t89,7 46

t2.6
L2.

t

13,487,85

14,796, 1 89

11.9

1

5,93

1

2

6,300,896

3r ,483 ,583

s1.8

8, 67 5,594

36,327,197

sl.4

1,008,554

5l .8

,0L2,973

51.0

9,53 6,520

59,298 ,21

1

49.8

7

I ,810,482

49.9

I
t5.2

40,777,rto

80, 580, 029

50.6

45,578,752

90,850, r13

50.2

.8

50, 100,546

99 ,7 56 ,77

L

50. 2

rr0,541,663

48. 9

14.4

54

,065

, 64

5

(5)

46.9
48,7

35,862 ,459

14

,123

,124

,868,657

14.8
15.

1

12.0

.8

(4) as z

(s000. )

s000.

Canada CaÈalogue 68-202,

Consollda¡ed Govement llnance I973. 1977,
NOTE: Pouslng expendlÈures not ava11able.

1973 Table

6i

1977

Table 4.

Table I
Increases ln StaÈe E\pendlture Compared to Èhe Consuner prlce Index

0)

CPI lncrease

(2)

I¡crease 1n State Expendlture
m Social Seru1ces, Health,

(¡)
Re¿l Increase ln
(2)

and EducaEfon
l9

7l

197 3
197

4

14. 6

ll,7
9.0
5.4

0.9

r3.8
t2.9
23.l

tt

21.4

10.6

2.9
4.8
7.5

t97 2

r

197 5

10.8

t97 6

7.5

13.

197

7

8.0

r1.8

197 8

9.0

9.9

r97 9

9.

t

1.9

I 980

t0. r

Source: Calcul.ated fron Tabi-e

7.

7

-l

t

Q.)

Increase ln Total Stat,e
Expend 1 ture

(s)

ReaÌ Increase ln
(4)

5.4

12.5

t2.9

8.1

t

L¿t.6

7.L

26. I

'15.2

.l

10.3

6.2

t2.2
t2,7

4.7

,9

9.8

..8

J

I0.8

t.7

2t

tt,7
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rate of growth of this envelope will be held below
that of totar outlays. The government intends to
achieve net savings in this area to herp finance
initiatives in other enve1opes.15
other initiatives include economic development, energy, external affairs, defence and servicing the public debt (the fiscal
crisis). Table 9 outtines the federal governmentrs fiscal
p1an, according to the recently established envelope system.
,1

lable

9

Federal Governmeut tt".i1

Plan by Envelope

r98l-82 r982-83

1983-84

Þer cenÈ change
Energy*

-13.9

7.7

17.3

EconomLc develogment

21.6

13.5

at

Soclal afíairs
Justice aod lega1
Fiscal Lransfers
External affairs

10.6

6.3

6.9

o(

3.2

10.5

9.0

ll.9

11.0

L5.2

19. 3

14.3

Defence

12. 8

r0.4

r1.2

ParlÍamenÈ

I0.1

Services

tt.9

9.9
6.8

9.0
8.9

Èo governnent

Total outlays e:<cluding publlc debt charges I 1.6
Pub1lc debc charges
Tocal outlays

AJ

9.5

18.8

r

6.4

L2.7

r2.8

10.5

10.1

*As a resulE'oi the lmplernentatfon of blended o11 prfcing, neÈ peÈroleum
conpensaÈ1on peynents are reduced Èo zero 1n 1982-83. Thls causes a

decline in the envelope in l9B1-82 and dampers growth 1n 1982-83.

Source: ìlacional Flnances 1080-81¡ Canadian Tax Foundation, Table S-4,
P.107'

rncreased economic deveropment expenditures are intended to support Lhe accumulation of capital_. such expendi-

tures will be diverted toward research and development, industrial development, restructuring the transportation system,
grain handling, export development, manpower training etc.,
what O'Connor categorizes as social capital.
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Increased energy expenditures will be made under the
newry established National Energy program (NEp). Approximately
$g billion

of new initiatives will be introduced under the program. Although the list is too long to include, most expenditures can be categorized as social capital in OtConnorrs terms.
The NEP is also intended to play an important role in amel-iorating the fiscal crisis and reducing the current account deficit. As the NEP is a major development in the federal governmentrs economic strategy it warrants further elaboration.
since our energy sector, rike the economy in general,
is dominated by the united states, a considerabre amount of
interest and dividends on energy investments flow south. Between L975 and 1979 interest palzments and dividends on .""rTä

investments that left the country amounted to $1.6 billion.
This outflow has a substantial negative effect on the current

account. To the extent that such interest and dividend payments are kept in canada, by canadianizing the energy sector,
the current account deficit will be reduced.
under the new energy program, the federal government,
through Petro canada, will acquire the canadian operations of

foreign murtinationals. rt has arready acquired controlling
interest in a large multinational, petrofina" Equity infusions
have been, and will

in the future, be reguired from the federal
T7
government for this purpose. The government maintains that
such eguity will be derived from gas and oil revenues. rndeed
a special account will be established to pool revenue for takeovers. rn the early years of implementation, it is highly un-
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Iikely that sufficient revenue wilt be collected to fu1fi11
capital requirements. Capital will rather be shifted from other
functions like housing.
Loans, investments and advances
are forecast to decline
in 1980-81.
requirements for Canada Mortgage and Housing Corporation are expected to be substantially lower. The
l-oan requirements for 1980-81 to 1983-84 include
provisions for energy initiatives which are quite
substantial in 1981-82 and subsequent years" lB
The primary intent of the NEp is to ameliorate the
federal governmentrs fiscal situation. The program is an attempt to shift a portion of provincial energy revenues and oil
industry profits to the federal government.
In terms of intergovernmental sharing, the existing system is unfair to the Government of Canada.
It gives most of the revenue ( from oi1 and gas
production) to the producing provinces and the
indusLry, leaving the national_ government with
insufficient revenues to address the countryrs
economic burdens, including those caused by rapidly rising world and domestic energy costè. 19
Further' a major element of the program is to eliminate the Oil
rmport compensation program in its current form. under this
program' the federal government subsidized the costs of imported
oil consumed in the eastern provinces. The purpose of the program was to reduce the cost of imported oil to that of domestic
oi1, achieving parity across the country. Given recentr âstronomical rises in worl-d oil prices, the costs of the program have
risen from $157.4 million in 1973-74 to an estimated $: billion
20
in 1980-81. The new blended price schemer âS an alternative to
the present subsidy program, is intended to shift the costs of
subsidizing eastern consumers of imported oil to all consumers
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rather than the federal government. The extent to which the NEP
is successful, is subject to question . For our purposes it is
adequate to identify its intent.
Summary and Conclusions

At the outset of this chapter, with an: purpose of establishing a theoretical basis for explaining the role of the
Canadian State and its fiscal crisis, f outlined the basic prem2I
ises of OrConnorrs Fiscal Crisis of the State. I argued,
followì.ng OrConnor, that the state performs a dual and often
contradictory role in advanced capitalism -- accumulation and
legiti¡nation. It attempts to support the accumulation of capital and secure mass loyalty concurrently. I further argued that
the fiscal crisis is rooted in a contradiction inherent to this
function. That is, as production is increasingly social-ized,
profit continues to be appropriated privately. The dialectiial
rel-ationship between the growth of the monopoly and state
sectors was outlined. As the monopoly sector grows so is
growth of the state sector required and vice versa.
Next, I placed the experience of the Canadian state
within the above framework. I argued that during the 1950ts and
early 1960rs, Keynesian economic policy and social- welfare measures served the state well- in f ulf il1ing its accumul-ation and
'
legitimation functions. During the Iate l-960's and early
1970rs' the ineffectiveness of such measures became apparent as
stagflation became entrenched. In response, during this period,
the state instituted no ma'jor poticy changes. Social- program-
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ming continued to increase.
By the mid 1970rs, as economic problems deepened

(stagnation, inflation, current account deficit) and the fiscal
crisis magnified, the state began to introduce policy changes.
Vüage and price controls were imposed to shift income from labour
to capital to promoLe a new round of investment in the economy.
A monetarist stance was adopted, intended to curtail inflation.
Inflation has not been curtailed but sustained high interest
rates will sureJ-y have the effect of further concentrating capitai as larger firms can better endure such rates. fn response
to it fiscal crisis, and the growing belief that government
spending is a primary cause of inflation, the state has reduced
its expenditures overalL. within this overal-1 reductionr €Xpenditures have shifted from functions like social services and
housing to energy (under the National Energy program) and economic development. rn orconnorrs terms, this can be descríbed
as a shift from expenditures having primarily a legitimation
22
function to those having an accumul-ation function.
Further, it
is clear that the above trendr ârì erosion of the welfare state,
will continue at least to the mid 1980's. with current inflation rates, the social affairs envelope will suffer a real dec1ine.
The provision of direct capital by the state has a1-

ready shifted from functions like housing to energy. This trend
will also continue.

It is also unlikely that the federaL government will
deviate from its present tigh t monetary policy. The Bank of
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canada has unwaveringly allowed the bank rate to increase to

unprecedented heights.

As such, a further concentration of
capital will occur through the l9B0's.

price controls are, of courser flo longer in
effect, but recent scuttlebutt suggests that the federal government is considering the imposition of a tax-based incomes
poricy, a more sophisticated attack on wages. This version of
wage control-s provides tax incentives to corporations that restrict wage increases. Thus we can expect the confrontation
between labour and capital to heighten if such a policy is
Wage and

implemented.

The reduction of state expenditures has not yet been
accompanied by large tax cuts benefitting the capitalist

class

as has recently occurred in the united states at the hands of
the Reagan administration. only time will tell if the neo conservative movement that has taken control of u.s. state policy,
will become strong enough in canada to effect such tax cuts.
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Chorney and Hansen (op.cit.)

refer to this shift as "the
falling rate of legitimation. " The concern of their aforementioned article is to question why, according to Habermasl
legitimation crisis thesis, the legitimacy of the capitalist
social formation is noL being threatened as legitimation is
currently being withdrawn by the Canadian state.

CHAPTER
HOUSTNG TNTERVENTIONS AND THE

3

STATE'S ROLE OF ACCUMULATION

AND LEGITIMATION

As outlined in the introduction to this thesis, the
concern of this chapter is to emphasize the evolution of state
housing policy in relation to the state's role of accumulation
and legitimation.

I will begin by explaining the foundations of
state housing intervention laid immediately after the second
world war.
Foundations of State Housing fntervention

As suggested in Chapters 1 and Z, immediately after
the war, the state embarked on an interventionist course characterized by Keynesian economic policy and social welfare initia-

tives.

The economic and social- crises that arose periodically

throughout the liberal-competitive phase of capitalism reached
their historically most serious magnitude in the 1930's. Government was intent on preventing any recurrence after Canadians

had basked in the domestic prosperity spurred by the war effort.
Housing intervention would play an integral part in this post-

war reconstruction.
During the latter part of the war, the state began to
plan for the post-war period. A new National Housing Act was

l
estabrished in l-944 and an advisory sub-committee was estab2
lished to recommend directions in housing policy.
Excerpts
from the curtis Report and the governmentrs white paper on em3

ployment and income ill-uminate the basis for housing interven-

tions during the post-war period.
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The Curtis report compared the post-war situation

with that prevalent following the first world war. A Royal
4
Commission report on industrial relations had identified the
housing shortage as a critical element of post-war industrial
unrest. The curtis Report reiterated the following findings,
Another cause of unrest which we met at practically every place we visited !{as the scarcity of
housing and Lhe poor quality of some of those
which did exist. In nothing has production more
significantly fallen off during the four years
of war than in the building of dwelling houses.
The existing condition of the worker is affected
noL only by the absence of sufficient housing accommodation, but also by the inadequacy of those
that are in existence. Poor sanitary conditions
and insufficient rooms are the chief complaints.
The high price of building land and of building
materials have made it impossible for the worker
to provide himself with a house, and some means
should be adopted with as little delay as possible to remedy this defect.5
Twenty-five years later the curtis Report argued that the country would face the same situation in the immediate post-war
period.

Current industrial unrest and unsatisfactory social conditions were, to a considerable degree,
the consequence of land speculation, poor and
insufficient housing and high rents. 6
clearly the provi.sion of adeguate housing was regarded as a
necessary measure in the appeasement and prevention of social
unres t

.

A nationaJ- emergency will soon develop unless the
building of dwellings be greatly increased. 7
The amelioration of slum conditions aLso had a fiscal rationale

for these state advisors,
The slum areas, which have been shown to cast
very heavy expenses on many branches of public
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administration such as health¡ wê1fare, fire
prevention, administration of justice etc.r ilây
justify public assistance; which is 1ikely to
prove as sound financially as it is certainly
socially desirable. B
The above arguments provide strong evidence that housing interventions were considered to have a primary role in the staters
legitimation function. rt was clear that the legitimacy of a
social formation that could not provide adequate housing to its
members was in danger of being threatened, manifest in general
industrial unrest. Housing problems, grounded in the growing
contradiction between the labour market and the housing market
(described in 1íberal, reformist terms as an affordability
problem), would emerge as increasing wage demands if the state
did not intervene.
Further, poor sanítary conditions, causing health
problems for labour, were seen to undermine its efficiency and
employability. By ameliorating these conditions, the productivity of labour would be enhanced. Thus housing had, and
sti1l hasr ârì important role in the reproduction of an efficient labour force.
Notwithstanding a recognition of the need for a large
expansion of housing construction on the above grounds, the
provision of shelter would be subordinate to the broader
commitment to high and stable employment.
On the above basis, 601600 units annually woul-d
be built in Canada during the first ten years.
It does not foll-ow, however that an equal number
shoul-d be built steadily each year. The housing
program should undoubtedly be subject to a fl_exible margin for the purpose of fitting it into
the larger framework of post-war policy, aiming
at economic stabilization and "fu1l- employment"
(Authorsr emphasis ) .
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in other words, the aim would be towards a
retarded housing program as one of the means of
counteracting an unhealthy boom. 9
The provision of shelter would be of secondary importance in relation to the staters overal-I role in stablizing the

of capitalism to periodic fluctuations in economic
10
activity, an essential ele.ment of its accumulation function.
In establishing the basis for future state housing
intervention, it was recognized that low-rental housing needs
would not be met by private capitalists.
tendency

There is no apparent prospect of the low-rental
housing need being met through unaided private

enterprise building for profit. 11
state assistance would be required in providing this kind of
shelter. However, housing would not be constructed by any
government agency as it had been during and immediately after
the war through wartime Housing Ltd. The private sector r,¡ouLd
be relied upon, having been encouraged through public assistance.

It is the policy (of the federal government) to
ensure that as large a portion as possible of
housing be built by private initiative.
12
This policy was further entrenched when the central Mortgage
and Housing corporation was established. one of the cro\À/n
corporation's principles of operation was that it woul-d not be
13
involved in the "direct construction of housing. " The goal
was to provide 1ow income housing while facilitating the accumulation of capital in the private sector through various
forms of state assistance. Further, cMHcts primary role would
T4
be financial.
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The basic principles of state housing intervention

can be summarized. The provision of decent housing would con-

tribute greatly in defusing social unrest. Notwithstanding the
importance of the above goa1, housing provision would be subordinate to broader ernployment stabilization objectives. Ilomeownership would be the emphasis of housing intervention as indicated in the earLy legislation. The state would be required
to provide assistance to encourage mortgage lending. As we1l,
there was a recognition that some level of rental housing stock
was required as homeownership was not a universal option
Further it was recognized that the private sector coul-d not
provide low rental housing without state assistance. Finally,
the state would not directly provide housirg; its role would be
predominantly fínancial. rn short, the state would intervene
in the housing market to facilitate its goar of adequate housing for canadians (broadly speaking its legitimation role)
while it, served the interests of capitar ( its accumulation
role ) . The state would have to balance the need for both funct ions

.

Havíng established the foundations of stat,e housing

interventions we can turn to a consideration of the evolution
of such intervention. The history of state housing policy has
15
been outlined in detail- by a number of authors. The concern
here is not to reaccomplish this feat. Rather the intent is to
highlight the essential elements of housing policy over time,
focussing on its relationship to the accumulation and legitimation functions of the state.
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il itatinq

Homeownership

A primary goal of state housing policy has been to

facii-itate mortgaged homeownership for as many canadian househoLds as possible. Before reviewing state homeownership measures, it is important to delve into why the commitment to this
form of tenure has been so strong.

rn discussing this ques-

tion, r will draw from the work of Engels and contemporary neomarxist writers.
16

Although Engels wrote The Housinq euestion, essenti-

a1ly a critigue of reformist and philanthropist solutions to
the housing shortage of the time, over one hundred years âgo,
his insights into the role of homeownership in the capitalist
social formation are as relevant now, as then.
criticizing reform proposals that issued homeownership for workers as a solution to the housing shortage, Engels
wri tes

,

The task of the new science of social economy invented by Dr. Sax is therefore to find ways and
means, in a state of society founded on the
antagonism of capitalists, owners of al1 raw
materials, instruments of production and foodstuffs r on the one hand, and of propertyless wage

workers, who own only their labour po\,rer and
nothing elser on the other hand, by which, inside
Lhis social order, all wage workers can be turned
into capitalists without ceasing to be wage workers. 17
Thus Engels argued, homeownership would serve to nurture the
ethics of capitalism within workers, without altering the

relationship between l-abour and capital-. The legitimacy of the
institution of private property, a driving force of capitalism,
would be imbued in workers contributing to the preservation of
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the social formation as a whole. Engels further refers to the
disciplinary effect of mortgaged homeownership upon workers.
In this way the workers must shoulder heavy mortgage debts in order to obtain even these houses
and thus they become completely the slaves of
their employers; they are bound to their houses,
they cannot. go away, and they are compelled to
put up with whatever working conditions are
offered them. 18
l9
Stone furthers this idea in his recent work.
Homeowners become tied to a location, not able to
move freely and negoÈiate most powerfully their
conditions of ernployment. They become reluctant
to jeopardize the stability of their incomes

through strikes or other militant actions fearing
foreclosure and consequent loss of both their
shelter and their investment. 20

Anyone that has experienced being tied to a mortgage will

attest to its pervasive impact on one's employment decision.
Mortgaged homeowners also have an overwhelming interest in the preservation , Lf not appreciation of, the value of
their mortgaged house and land. This interest has a significant
effect on the political and social motivation and relations of
the society. Neighbourhood relations become to a great extent
private property relations. That is, neighbours interact often
as "owners" of properties whose value is interdependent. Each
owner has an interest in the other sustaining and increasing
the value of his property through maintenance and improvement
(continued investment)" Their interest in how their community
is developing is largely guided by how certain developments
(e.9., state intervention, in-migration of low income groups)
will- affect their properties' value. Political action is often
restricted to supporting or opposing such development on the
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basis of property value considerations. political activity,
then, becomes focussed on enhancing oners material standards
through preserving and increasing housing equity rather than
through wresting surplus value from capital.
There is also an inherent conflict between those

mem-

bers of society who have secured a mortgage and are aspiring
homeowners, and those that would like to, but have not yet been
able t,o secure a mortgage. The former groupts interest in
appreciating land values is in cont,radiction with the latter
grouprs interest in static or decreasing land values (at least

until the latter group secures a mortgage, joining the ranks of
the former). one groupts fortune is another's rnisfortune. As
suchr the development of a common interest is undermined. As
weIl, gains that accrue to homeowners as a result, of housing
inflation, make inflation, in general, much easier to swallow.
Mortgaged homeownership is perceived as a "hedge against inflat iontt .

The role of homeownership in the capitalist

social

formation can also be linked to Habermasr concepts of civil
2I
and familial-vocational privatism.
Habermas argues that the
legitimation of advanced capital-ism¡ or the mass loyalty of its
members, is achieved through our system of formal democracy

formal democracy referring to our system of representative
democracyr "responsible" administrative system or bureaucrâcy,
and "separate" judiciary).
This formal political processr âccording to Habermas, characterized by periodic elections in
which "the citizenry enjoy the status of passive citizens with
(
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only the right to withhold acclamation" rather than the "genuine participation of citizens in the processes of political
will formation or substantive democracy, " amounts to a ',depo122
iticized public rea1m. " Habermas emphasizes the concept of
civic privatism as one prerequisite of Iegitimation.
In the structurally depoliticized public rea1m,
the need for legitimation is reduced to two residual requirements: the first, civic privatism-that is, political- abstinence combined with an
orientation to career leisure and consumption-promotes the expectation of suitabl-e rewards
within the system (money, leisure time, and
security). 23
continuing, Habermas argues that civil privatism, coupled with
"familial-vocational privatj.sm", both arising from the sociocultural system, are the important motivating forces behind the
sustenance of the prevailing social formation.
The most important motivation contributed by the
socio-cultural system in advanced capitalist
societies consists of syndromes of civil and

familial-vocational privatism
. civil privatism thus corresponds to the structures of a depoliticized public realm. Familial-vocational
privatism complements civil- privatism. It consists in a family orientation with developed
interests in consumption and l-eisure on the one
hand, and in a career orientation suitable to
status competition on the other. .
. Both
patterns of motivation are important to the continued existence of the political and economic
systems " 24
Howr then, are these concepts linked to the role of homeownership in advanced capitalist societies?
The physical form, that has emerged as a result of
the pursuit of individualized homeownership, namery the suburbs, has created the physical environment necessary for the
development of these two motivational patterns. The suburban
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milieu, with its single family dwell-ingsr uniformly and sufficiently separated from one another has provided the conditions
that promote a lifestyle based on civil- and famitial--vocational
privatism. The neo-marxist Stanley Aronowitz, al-so points to
the rol-e of suburban development in the levels and patterns of
consumption and status attainment
It (suburban development) had a profound effect
on the way people were to live, the way in which
energy resources wou-Ld be consumed, and the configuration of consumer goods production and consumption. The production of durable goods, particularly automobiles and appliances was given an
enormous shot in the arm.
. The infrastructure $zas established for new
patterns of production, new modes of living and a
ne\Á/ Culture. .
Status could not be on the basis of occupation
alone; it was necessary to own a bígger home and
a more powerful car than your neighbour. Prestige was not to be found in creative l-abour nor
even a job well done. 25
vfith the development of suburban l-ife a primary form of leisure
became, and continues to be, television watching. Families
huddle around their televisions nightly, ingesting their daily
26
dose of being portrayed as a consuming unit, consciously and
sublimina11y. The consumption of tel-evision by family unit, is
a critical factor in the entrenchment of the consumer culture.
As Aronowitz points out, the pattern of production,
as wel-1 as consumption, has been altered by individual homeownership. Angotti argues that this alteration militates
against the development of collective political consciousness
and action among workers.

4B

Individual homeownership, along with the private
automobile, has reinforced the atomization and
isolation of working people from one another. It
brutally separates workplace from residence, reinforces family instead of factory relations, and
isolates the worker as worker from the worker as
cons umer . 2-l

In summary, mortgaged homeownership has an integral role in
legitimating. the existing social formation. It legitimizes a
major driving force of capitalism, private property, by turning
workers into capitalists without changing the nature of the
historical- relat,ionship between labour and capital, it has a
disciplinary effect on workers therefore it defuses potential
social unrest; and, it displaces potential co-operative relations with private property rel-ationst it provides legitimation
through the consumptive lifestlzle and culture engendered by its
physical expression, the suburbs; and, it serves to preserve
the capitalist system by isolating the worker from his fellow
workers undermining the development of collective consciousness.

Having considered the role of mortgaged homeownership

in advanced capitalist societyr we can continue oñr to a discussion of how the state has attempted to facilitate homeownership in Canada. Beginning in 1935, and continuing to 1954, the
state attempted to increase the amount of capital available for
mortgages by instituting a system of joint, loans. Under this
arrangement, loans to homeownership aspirants were shared between the federal government and lending institutions on a 25
per cent state 75 per cent lender basis. As well, losses would
be borne in proportion to the respective share of the loan.
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Through the 1944 housing act, t.here was also an interest sub-

sidy since the state offered its portion of the loan at 3 per
2B
cent while the lender received a 5 per cent rate. pickvance
refers to subsidized capital provided by the state as "devalorized" capital intended to sustain average rates of profit for
various sectors of the economy (e.g., the building indust.ry).
He discusses the provision of devalorized capital within the
context of a theory of "state monopoly capitalism. "
A central role in the theory is placed by the
'capital I advanced by the state at a nil or
below-average rate of profit.
This capital is
described as (completely or partially) rdevalorizedr, i.e., not seeking its own self expansion. 29
since mortgage capital was not being provided, there was little
effective demand for new housing. rt was anticipated that if
the state supported the profits of finance capital by providing
a portion of the required mortgage capital, devalorized, a sufficient flow of funds would be induced. As well, the state
began to assume a fundamental role that has continued to the
present -- the socialization of risk. As the state agreed to
share in any losses, it reduced the potential losses of finance capital as a further inducement to mortgage lending.
'
In spite of the staters efforts, sufficient mortgage
capital to meet need was not forthcoming during the immediate
post-war years" Lenders were neither providing enough loans in
aggregate nor in areas of specific need like rural areas and
poor urban areas ( in these latter areas the risk was considered
too high). In 1947, CMHC was empowered to provide capital
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directly where lenders feared to tread. The state would now
begin to provide capital where the dictates of the capitalist
market prevented the fulfillment of homeownership goa1s. Even
in combination, the joint loan program and CMHC direct lending
proved to be insufficient to generate the level of homeownership required.
In 1954, the joint loan instrument was abandoned, in
favour of a system of mortgage insurance. Under this system
the state would insure finance capital against losses on mortgage defaults. All risk was then socialized. Insured loans
were to be provided at a below market rate established by CMHC.
As wel1, in 1954 CMHC was empowered to buy and sell mortgages.
The intent was to develop a secondary mortgage market to increase the liquidity of the mortgage instrument" At the time
the illiquidity of mortgages in relation to other investments
was a major obstacl-e to a steady, adeguate flow of mortgage
30
capital-. The state also attempted to increase the flow of mortgage funds by increasing the potential sources of such capital.
Prior to 1954, life insurance and trust companies were the primary source of mortgage capital.

In 1954, the Bank Act was
amended to allow banks to lend on the security of mortgages.
The direct provision of capital by CMHC was also continued.
The nature of state interventions aimed at facilitating homeownership changed very Iit.tIe through the latter 1950's
and early 1960rs. Measures instituted in l-954 remained largely
intact. Reductions in equity requirements and increases to
the NHA mortgage rate were the only changes instituted through-
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out the period. As wel1, during the period, following Keynesian doctrine, amortization periods v/ere extended, increasing
effective demand through the expansion of credit. Dennis and
Fish argue that there was little pressure for change as single
family homeownership was within the reach of even a significant
31
number of low income people. As state politicians and bureaucrats \Ä¡ere resigned to the fact that a certain sector of the
population would never realize homeownership, state objectives
were being met.

During the late sixties the discrepancy between the

cost of homeownership and incomes increased considerably. As
Dennis and Fish point out, in 1965 lB per cent of NHA borrowers
came from the lower third of the income band; and by 1969 this
percentage had dropped to 6.4 per cent. In early L970, CMHC irnplemented a program to subsidize h.omeownership" The method
used was the provision of devalorized capital. CMHC provided
loans to households at 2 per cent below the market rate for the
purchase of specially designated low priced units. Dennis and
Fish suggest that a primary objective of those subsidies was to
33
maintain the 1eve1 of residential construction activity reached in 1969. By providing deval_orized capital, the state
attempted to sustain profit levels in the building industry.
The program \^/as continued through I97I. Eligible incomes, were
increased in order to further stimulate the industry and promote
homeownership,

As the contradiction between the labour market
homeownership market continued

and

to deepen, in I973 the state

52

again altered the form of its homeownership assistance.

The

Assisted Homeownership Program (AHOP) was born. Under the program, in addition to the provision of devalorized capital, e1igible families were provided with cash grants. The demand for
assistance increased markedly from the previous program.
Since the price of new housing increased rapidly
after I973, the number of applicants increased as
wel1. From June, 1973, to the end of 1974, there
were 165r000 applicants for assistance compared
to 5,000 under the $100 million program in L972
and part of 1973. To reduce the demand for funds
under AHOP, CMHC restricted assistance in June,
1974, to new dwelling units only. 34
Previously, assistance was provided to families purchasing both new and existing housing. As the fiscal conseguences of continuing this were prohibiti-ve, assistance would

now

be restricted to families purchasing newly constructed units.
The state would balance its accumulation and legitimation func-

tions. The state needed to continue promoting homeownership
but it, also had to facilitate accumulation in the residential
construction ind ustry.
fn L974, the state through its tax function, introduced the Registered Homeownership Savings Plan to increase the
effective demand of first time home purchasers.
fn October Lg75, mandatory v/age and price contro-l-s
were established. In the homeownership sector of the housing
market it was intended that the establishment of maximum house
prices eligible for assistance would have an anti-inflationary
ef fect

35
.

In November, I975 homeownership assistance was again
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revamped. The state had a number of objectives to barance.
rts fiscal problems were increasirg, infl_ation was on the rise,
the demand for housing vTas unprecedented and unemployment was

high.

cMHCrs AHOP

gramming

evaluation sums up the basis for new pro-

at the time.
. the large
AHOP

demand

on the federal budget of the old

program,

. the desire to control inflation in homeownership;
and
36

. the need to generate new employment.
The design of the new program refrects these imperatives.
As indicated in the introductory chapter, the state
withdrew extensively from the direct provision of mortgage capital. Such capital would come from private sources, with state
guarantees against losses. Maximum eligible house prices were
retained under the program.
An interest subsidy was again provided, however the
subsidy was in the form of a loan repayable after five years.
Grants were also provided by both the federal level of government and some provincial governments if after the interest subsidy was provided, the gross debt service to income ratio
exceeded twenty-five per cent.
The design of AHOP assistance was based on infl-ation.

rn fact, the success of the program would depend on continued
inflation" It was intended that subsidies be reduced yearly as
incomes increased relative to house payments, since wages would
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rise while mortgage payments were fixed for a five year term.
It was further anticipated that over the period of assistance
incomes would rise to the extent that further assistance would
not be required when the mortgage was up for renewal. The
program did not anticipate a rise in interest rates to over 20
per cent in the year that a major portion of AHOP mortgages
\^/ere scheduled for renewal. As current interest rates are a
function of the state's monetary policy a contradiction becomes
apparent. As the slate has adopted a certain monetary stance,
it has undermined considerably the effectiveness of a particu1ar housing intervention,
In further critique of the AHOP measure, state planners did not seem to understand thaË those farnilies eligible
for the highest leve1s of assistance, who would ultimately require the largest income gains, were least like1y to make significant wage gains, particularly in the face of wage controls.
Another contradiction emerges. The state had initiated a housing intervention, the success of which was dependent upon considerable wage gains. At the same timer ât a broader policy
level, it imposed controls intended to restrict such wage
ga

ins

.

The program did serve the interests of capital very

wel-l during I976"
Housing starts in I976 totalled 273t023 units, up
from 23I,456 in 1975 and above the previous record of 268t529 in L973..
Private institu-

tional lending for new residential construction
increased from ç4.7 billion in 1975 to $6.5 bi1lion in L976¡ or by 38 per cent. This increase
was almost entirely attributable to NHA activity,
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and particularry to the AHop and ARp (Assisted
Rental ) programs
. The demand for mortgage
funds for new residential construction was strong
throughout r976. . The strength in the
half of the year was due in large part to second
the
AHOP and ARp programs. 37
The program continued to provide its "economic stimul_us"
through 1977. rn 1978¡ âs wilr be outlined in a later chapter
the program was terminated. The graduated payment mortgager Eê-

quiring no state subsidy or capital, was encouraged as a replacement. The only marginal willingness of finance capital to
embrace this mortgage instrument is verified empirically,
later.
The fiscal crisis of the state has sharpened and it
seems that the state has pushed its homeownership goal Lo the
1imit. The massive subsidies required to continue ameliorating
the contradiction between the homeownership and Iabour markets
are not feasibl-e given the state fiscal situation. Homeowners,
particularly AHOP recipients have been defaulting increasingly
and future prospects are not bright" As a result of its role
in socializing the risk on such mortgages, the state's mortgage
insurance fund has suffered staggering losses.
Although the state has interrupted its pursuit of
homeownership for the majority of canadians, th.is shourd not be
construed as an ideological shift away from homeownership
goals. The committment to mortgaged homeownership by our pofitical representatives remains strong. During the recent
debate on the Tory mortgage interest deductability proposal, a
conservative member of parriament issued the following
polemic,
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This right to o\¡/n private property extends beyond
pride and personal satisfaction. It is a means
of ensuring that Canadian citizens have a personal stake in their country. It is of vital importance to ensure social harmony and social
stability, which we cherish so greatly, that we
maintainr E€inforce and expand the number of
Canadians who feel that owning a home is a wonderful means of bringing about this goa1.
In conjunction with this is the often overlooked
and yet vitally important fact that private ownership of property is a critical means of ensuring that individuals ret,ain their freedom from
the state. Just as individuals with a stake in
society, such as a home, provide the basis of
stability and cohesion in that societyr so too do
they guard this right against excessive incursions by the state. It provides a strong bulwark
against those who would rob us of our freedoms
and our rights" Those who have something to lose
are those with something to defend.
I have expressed the reasons I believe it is
important to encourage Canadians to own a home-to protect individuaLs from manipulation by the
state, and thereby protect personal freedom and
liberty, and to have Canadians own a stake in
society with a source of personal pride that provides both social stability and personal incentive. 3B
For this member of parliament, homeownership does not only "ensure social st.ability and a personal stake in the country", it
is also fundamental to a separation of the individual from the
state, the answer to personal liberty and freedom. Thus, homeownership may find further ideological impetus, within the
growing neo-conservative movement in the country.
Supporting Private Rental Housinq
Another primary function of state housì-ng interven-

tion has been to support the production, and attempt to affect
the distribution, of privately constructed and owned rental
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housing. Although the state has attempted to facilitate homeownership for the majority of the citizenry, it al-so recognizes
that a certain sector of the population will be limited to tenancy as the costs of homeownership, relative to income, are too
great" As we11, a certain portion of the society has desired
to either delay the pursuit of homeownership or has not shared
the homeownership goals of the dorninant society.
The form and extent of state assistance to the private sector prior to 1944 NHA amendments is outlined in a previous section. To reiterate, under the 1938 Act, the federal
government was empowered to provide devalorized capital to municipalities or linited dividend companies for the construction
of rental housing for the poor. A condition of such loans was
that the lower levels of government would have to provide tax
relief or guarantee any losses on such projects. As indicated
earlier, in spite of these inducements, no rental projects were
constructed using this assistance.
In L944, the power to provide devalorized capital was
continued. The state offered limited dividend companies 90 per
cent financing at a rate of 3 per cent. The state also guaranteed such companies a minimum profit of 2 L/2 per cent on the
operation of low income houses constructed. Profits could not
exceed 5 per centr so in effect rents were controlled.
39

The Dennis and Fish

analysis of assistance to limited dividend corporations from its inception to the early seventies shows that the program did more to advance the interests

5B

capital than provide adequate low rental housing.
Until the mid 1950's there was only marginal activity
40
under the program. Activity accelerated for the next three
years, while the economy lvas generally in a recession. Dennis
and Fish argue that,
The sudden burst of activity was the result of
government interest in funding the program as
part of overall stabilization policy and of the
lack of other forms of financing. Banks had
been less eager to give loans for residential
construction, interest rates on other available
capital rose, and sources of financing generally
dried üp. Lirnited dividend housing which had
been unattractive to builders because of its
restricted dividends, became the only source
of funds for many. 4I
The effect of state assistance at this time was to
provide a safety net for capital, supporting the average rate
of profit in the rental construction sector.
It eventually became clear that "entrepreneurs"
building under the program were reaL Lzíng benefits that exceeded the 5 per cent profit limit,. rn rnany cases the amount
of the loan provided exceeded the costs of construction. As
such these entrepreneurs did not have to provide any of their
own equity.
In the early 1960rs a number of projects were repossessed by GMHC as many entrepreneurs abandoned their projects.
As a result the programs regulations were made so tight that
42
the program produced no rental dwellings during 1966 and 1967 "
In 1968, the program was "rejuvenated" by increasing
the lending ratio to 95 per cent of the value of the buirding"
As welI, the 5 per cent limit on profits was removed. Further,
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the loan could be repaid after 15 years rather than the fu1l
life of the 1oan. As the program was even more lucrative for
entrepreneursr âctivity increased dramatically. fn 1970 almost
43
20,000 rental dwellings were constructed.
Further advancing the interests of capital, the program was often used by entrepreneurs to develop marginal sites
they had assembled. A CMHC memorandum verifies this
For a variety of reasons, among them land cost,
L.D. (limited dividend) and N.P. (non-profit)
sites are frequently found to be on the periphery
of a town or cityr oE in a neighbourhood where
objectionable features tend to preclude use of
the property for normal residential development.
The latter locations were often characterized by
proximity, to heavy or obnoxious industrial areas,
railway tracks, run down residential districts or
other undesireable attributes. 44
Thus the state was supporting the average rate of profit in the
development industry by providing a way to realize profits on
otherwise unprof i tabl-e hold ings
While the limited dividend program served the interests of capital wel1, it is highly questionable whether suitable 1ow income housing was provided. Dennis and Fish point
out that rental- dwellings provided were not for low income
people as rents were only sIight,ly below market rents ($20. 45
ç25. per month less ) . CMHC information provides evidence that
people accommodated in limited dividend housing had much higher
median annual incomes than those living in public housing in

L970--$5,838 and $3,870 respectivel-y.

46

Dennis and Fish al-so argue that dwellings constructed

during the l-ate 1960's and 7970 were not suitable for families.
They show that the proportion of dwellings that were high rise
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units \,üith too few bedrooms to accommodate families, increased
47
period.
As a CMHC official had recconsiderably during this
ognized in 1961, "it would seem that the profit motive cannot
4B
be in harmony with housing of the low income group. "
The program continued through the early 1970rs but by
49
I974 activity had dwindled to around 2,000 dwellings. During
this period a special tax provision, allowing the use of real
estate as a tax shelter for non-real est,ate income, introduced
earlier \^las not in effect. As all private multiple dwelling
starts had dropped dramatically, the provision was reintroduced
in late I974. Limited Dividend projects increased again in
L975 as a result.

fn 1975 to further advance the interests of building
capital, the limited dividend program was replaced by a new
assisted rental program (ARP). The new program hlas part of
the Federal Housing Action Program announced in late I975, the
objectives of which were to:
. increase the supply of nerv housing;
. to do so at prices that moderate or low-income
purchasers and renters could afford; and
50
. to stimulate employment.
Under the new program the state attempted to shift the responsibility for providing most of the capital to private sources.
Of course, all risk was socialized through the state mortgage
insurance fund. By L975, the costs of providing rental dwellings had exceeded market levels. The contradiction between
the labour market and the new rental housing market had sharp-
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ened to the extent that the market was dysfunctional.

fn order
to manage this contradiction the state offered to provide interest free capital to entrepreneurs for a period of ten years.
fn combination with the tax incentive reintroduced in late
I974, ARP assistance was intended to increase the fl-ow of investment into the construction of new rental dwell-r..,n=?t The
essence of this form of state assistance is to fulfill
housÍng
goals by facilitating the accumulation of capital in the hands
of the wealthy. CMHCTs evaluation of the program maintains
that the marginal tax rate of investors in ARP properties was
52
50 per cent (not your average worker's income). CMHC estimates
that the tax subsidy to investors in relation to the 44,000
plus ARP dwellings approved to July L977 could amount to $f92
53
million over the succeeding ten years. While wealthy investors
enjoyed such tax gains, dwellings constructed under the program
were not accessible to Low income people.
Since CMHC maintains no controL on tenants of ARP
units, there is no direct information on who
occupies the units. Presumably the typical ARP
tenant is very much like the typical non-ARP tenant renting a unit at or above the average rent
in that market area. .
While ARP
units are at the upper end of the range of rents
for rental accommodation. . 54
In some projects CMHC and its provincial counterpart worked out
an agreement to provide rent supplements for a portion of dwellings rented to low income people on the public housing waiting
list. The proportion of units subsidized in this way was minimal.
It is 1ikely that the motivation for providing assistance lvas as
much to deal with rising vacancy problems as to assist the poor.
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Neither was the program intended to provide needed
family accommodation" only L4.6 per cent of ARp units approved
to July Ig77 had more than two bedrooms
Previously, the propensity for entrepreneurs to
"mortgage out" under the limited dividend program was discussed. The ARP program also had an endemic incentive for the
builder to over value his project as loan assistance increased
with the appraised value of the project. Trwin Lithwick points
out in his evaluation of ARP that this practice is now the norm
in the rental construction sector.
Most persons involved in the construction industry would agree that it is an essential aspect of

all rental production. 56
It is essentially a hidden profit to the builder.
Further, the potential for reaping enormous profits
on resal-e is high. The special tax benefits increase the market value of the property substantiarly. Lithwick suggests
that a return on eguity of 100 per cent is quite easy to real57
ize. The state could have prevented such resale bonanzas by
pracing restrictions on the resale of ARp projects. Rather it
chose to leave such profit potentiaL unfettered in the interests of capital-.
Through the ARP program, the state was very successful in stimulating the accumulation process in the rental construction sector. To the end of 1979, approximately 123r000
units, ât a total loan value of over ç3.2 billion, were receiv58
ing ARP assistance.
In I974 and I975 the construction of new multiple
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dwelling structures had declined considerably. During 1976 and
1977, the programrs heyday, multiple starts increased 29 and 3
59
per cent respectively.
Tn 1978r âs the progam was phased out,
multiple dwelling starts declined.
The decline in housing starts is entirely accounted for by the muLtiple sector. Apartment starts
dropped 16 per cent to 77,327 whereas the decline
in row housing starts was 23 per cent to 20,379
units. High inventories and the termination of
the Assisted Rental Program were the main reason
for the slow down in multiple starts. 60
The decline in mult,iple dwelling starts continued through I979
and 1980 as the program's replacement, the graduated payment
mortgage instrument has not been embraced by finance capital.
Again, this will be elaborated upon in the final chapter.
In spite of the massive levels of state assistance
provided to the multiple rental sector, high interest rates
are causing many ARP projects owners to default. As with the
AHOP program, many ARP projects have defaulted at mortgage
renewal time. To the end of 1990, the state mortgage insurance
fund had accumulated a loss of ç225 million dollars in relation
61
to the ARP program. As noted earlíer, in 1981, interest rates
have spiralled to over 20 per cent. If this rate is sustained
ARP defaults will inevitably increase tremendously as approximately 70 per cent of ARP projects will come up for mortgage
62
renewal in 19Bl and 1982. The staters mortgage insurance fund
wilL consequently incur further heavy losses. In additionr âs
the budgetary subsidy under ARP is in the form of interest
foregone on capital, this subsidy will increase substantially
with present interest rates, exacerbating the staters fiscal
problems

"
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The future of state assistance to the private rental

sector is presently in question. Given its fiscal crisis, past
forms of assistance have become prohibitive. The costs of managing the contradiction between the labour and rental housing
markets have become enormous. As such the state has abandoned

its attempts. As outlined in the introduction of this thesis,
attributing current problems to past levels of state intervention, the state has adopted, for now, a stance of leaving the
provision of such housing to the capitalist market.
State

Owned Housing

In the preceeding I have discussed the staters role
in facilitating homeownership and supporting the private rentalsector. These two goals have served as the focii of state
housing interventions, historically.
To be sure, great success has been achieved in meeting the physical shelter needs of
the majority of Canadian households. However, in spite of
state intervention, homeownershíp has not proved feasibre for
all househol-ds and the private sector is incapable of meeting
the housing needs of the entire tenant class. The state has
therefore al-so attempted to provide housing to poor tenants,
both the working poor and the surplus population.
The initial legislative provisions enabling CMHC to
be ínvolved in the provision of public housing were made in
1949, under section 40 of the housing Act. under these provisions, public housing would be commonly owned by the federal and
provincial, and in some cases, municipal governments. The fed-
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eral government would provide seventy-five per cent of the
required capital and operating losses. The province would be
responsible for twenty-five per cent of capital and operating
costs with municipalities making varied contributions.
It was clear from the beginning that state owned and
managed housing was intended to have only a very residual role
to play in meeting the housing needs of Canadians. Housing was
rat,her a commodity to be exchanged according to the motions of
the capitalist market. Public housing was only an option to
the extent the state was unable to rationalize the market, successfully managing the contradiction between the housing and
labour markets, through other forms of intervention. Obviously, other forms of intervention served the interests of
capital much better than state housing. As well, the pervasive, integrative function of individualized, mortgaged homeownership could not be fulfi1led through public housing.
Dennis and Fish have pointed out that from j-ts inception the
overriding operational principle of public housing provision
63
was that the st,ate must not compete with the private sector.
State housing could constitute only the barest minimum of shelter requirements by contempotrary standards. ft was intended
for those unable to secure housing through the private market
without foregoing the fulfillment of other basic needs like
food and clothing. Public housing is intended to meet housing
needs where the contradiction between the labour market and
housing market has its worst effect. Stone has argued that public housing's primary function is to defend the systemt ot ful-
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fill

legitimation requirements. He suggests, following Piven
64
and Cloward, that
public housing has actually served in the postwar
years as an important device for regulating the
poor, often in close conjunction with the welfare
system. Large and depressing projects, patronizing and authoritarian management practices, and
the threat of eviction into the costly private
housing market have made public housiäg- an effective t,ooI for social control. 65
Stone, then' maintains that public housing in the United States
has had an important role in suppressing t,he social unrest that
arises as the hard core poor rebel over their housing conditions. This is not to say that more adequate housing is not
provided, but that public housing also performs an important
systemic function by the way it is provided
paternalistically and in insufficient quantities.
What has been the specific Canadian experience in
state owned housing? Between 1950 and 1964 the state provided
approximately 12r000 public rental dwellings, .7 per cent of
66
all dwelling starts in the country during the period.
As slum conditions continued to worsen in both urban
and rural areas, and political pressure to ameliorate the situation was mounting, the state attempted to kindle its public
housing efforts.
fncreased public housing would complement the
broader urban renewal movement to be elevated through the latter 1960rs. The responsible federal Minister of the day, J. R.

Nicholson, maintained that, to date, the government's accomplishments in public housing "represent the greatest single area
67
of failure in our federal housing policy. " The Minister con-
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tinued that about 90 per cent of state housing assistance
had
"been provided for the middle and upper income
1l Fur"ru"=u=
ther he maintained that public housing would be ¡he vehicle
for
meeting the housing needs of the some "100r000 families
in
canada," the poor and urban slum dwellers unable to secure
housing in the private market. Recognizing that the partnership arrangement had faiLed to provide sufficient guantities
of
public housirg, a new arrangement was established.
This new
arrangement, established under section 43 of the housing
Act,
was íntroduced as an alternative to, not, a replacement
of, the
old method. under this alternative, the federar government
would provide 90 per cent of the reguired capital as
a Loan to
a province or municipality and 50 per cent of operating losses.
Generally speaking, the latter arrangement became the vehicle
for providing public housing in urban areas. with minor exceptions, the original partnership arrangement became the measure
through which public housing was provided in rurar areas (often
for Native people ) .
Relative to past levers of activiLy, the provision of
state owned housing increased considerably from rg64 to the mid
1970's. The followíng table outr-ines levels of housing provided' The lever of public housing provided annualry reached
over 20r000 by L97L. Activity hovered around 13,000 thereafter
until I977 when a sharp decline occurred. This decline continued through L978, when the Section 43 arrangement was
rescinded
as indicated earlier. The state has now abandoned public hous_

ing as a measure for ameliorating the housing conditions of the

6B

urban poor t citing exacerbated social problems and the state

fiscal crisis as determinants.
Notwithstanding the relative upsurge in public hous-

ing construction during the latter 1960's and early 1970,s,
public housing remains a very smal1 proportion of total housing
in the country. To illustrate, by the end of l-g7l, approximatery 175,000 new dwellings had been authorized by the state.
Table l0
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This represents only 3.6 per cent of the total housing starts
69
in the country over the period. In its recent review of social
housing policy, the Canadian CounciL on Social Development
maintains that in none of Canadars large cities does public
housing represent over 5 to B per cent of the total housing
stock
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As Stone has argued regarding the public housing program in the United States, state owned housing in Canada has

worked in concert with the welfare system. As we1L, public

housing.has been the major vehicle for housing the elderly

who

can either no longer maintain or afford their own property.

According to the aforementioned Council,
In Ontario in 1975, the province with the largest
number of public housing units, weJ-fare families
and low income senior citizens comprised over
two-thirds of public housing tenants. . . over
60 per cent of the family tenants in Metropolitan
Toronto and approximately 75 per cent in Ottawa
v/ere mother-led.
Only 2I per cent of British
public
Columbia
housing tenants were fu1l time

earners. 7I
As with the American experience, state owned housing
The Dennis and Fish
has also been managed paternalistically.
and the Canada Council on Social Developments' reviews of public housing have confirmed this. Dennis and Fish argue that
managers were imbued with a "residual or charity housing philwage

osophy" and the attitude that "residents should be happy that

they have cheap, clean housing and.that they have no right to
72
ask for more." Further, management practices were character-

ized by a high degree of regulation and severe intrusions of
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privacy.

fn concert with Stone, Dennis and Fish maintained
that the threat of eviction has served as a social control measure. Until reform legislation governing landlord-tenant relations was passed in most provinces in the mid 1970's, the public housing tenant, like the private tenant, had few rights.
According to Dennis and Fish,
The public landlord can terminate t,he lease on
one monthrs notice, without cause, and the tenantrs sole redress is through the political process. It is not the actual exercise of that
arbitrary power, but the mere pot,ential use of it,
which serves to keep public housing tenants concerned and with some exceptions, passive in their
relations with project administrators " 73
In response to oppressive state-tenant relations in public
housing, tenants organized associations that pressed for participation in management. Through such collective action the
fear of reprisal against individuals was to some degree reduced. The organizations have pressed continuously for state
funding but the response has been predictably ambiguous and
sporadic. The stater âs with other organized citizens, has
teased the associations with its on again, off again funding
approach for fear that strength through permanence may emerge.
The staters residual approach to public housing has
served to divide, further, the middle class and the poor. fts
focus of intervention, engendering homeownership and private
rental dwellings (with hidden rather than explicit subsidies)
as legitimate forms of housing, has sealed the fate of public
housing the sole reserve of the poor and socía11y alienated"
The middle class has opposed publicly the provision of state

7T

housing on the grounds that it, has tended to concentrate people
prone to asocial behaviorr Râintaining that this concentration

serves to reinforce alienated behaviour. Wíthholding an analysis of whether social degradation, in whatever form it, becomes

manifest, is great,er in the middle class suburbs or poor inner
city neighbourhoods, this rather incre'ilible assertion ignores
the fact that whether the poor must secure housing through the
market, or they are provided with state housi.g, they are segregated and ghettoized. As the canadian council on social
Development argued in its recent review, in response to the
above assertion,

Moreover, one might ask, are the "undesireabl-e"
social effects really caused for the people living in public housing, or for their middle class
neighbours? That municipal councils and governments often object to additional servicing costs

or the provision of social services is well
known. Property owners, often fear the effects
on their property values, of "low income', hous.ing. l"lunicipal councils too are often dominated
by propertied interests and share their wish to
maximize all property values. 74
The basis, then, for opposition has been property interests,
not a concern for the social well being of public housing tenants. The fulfillment of housing needs for the poor through
state owned housing, is in this wâ!r contrary to the interests
of propertied classes.
The federal government, citing the exacerbation of
social problems and its own fiscal crisis (the 1evels of pub-

lic housing capital and subsidy expenditures will be outlined
in the last chapter of this thesis) as determinants, ended the
section 43 public housing measure in 1978. As such, the pro-
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vision of state-owned housing is no longer to be utilized in
meeting the needs of the urban poor. Such needs, it is suggested can, and will be, met through an increase in non-profit and
co-operative forms of housing. The final chapter considers the
potential success of the ne\d non-profít/co-operative housing
program in replacing public housing measures.
Supporting Community Housinq

In addition to directly providing public housing, the
state has provided assistance to non-profit groups (charitable
organizations, service clubs and community self-help groups)
and co-operatives that have attempted to meet the housing needs
of the elderly and poor. The forms of assistance have been
primarily the provision of devalorized capital, grant funds and
rent subsidies.
During the 1950's and early 1960's the non-profit
mode was predominantly a vehicle for providing housing to the

elderly. Non-profit groups that mobilized assistance froln the
state \^rere in the main voluntary service clubs. Assistance
provided by the federal government was the same as that provided to limited dividend companies, a preferred interest loan
for 90 per cent of the capital value of the project. The nonprofit group was required to make an equity contribution. This
contribution was usually in the form of l-and already held by
the non-profit organization. In some provinces, the provincial
government would make a capital grant to the organization to
reduce its capital costs, and thereforer rents, to enhance the
capability for sheltering the elderly poor. The physical form
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of sheller provided was usually high-rise"
During the l-ate 60's and early 70ts, community groups
began to organize to tap state assistance for non-profit housing. These groups, in contrast to service clubs and churches,
were concerned with purchasing existing housing in their own
neighbourhoods rather than constructing new multiple dwellings.
Dennis and Fisht Liberal analysis of the relationship
between the state and community groups (predominantly composed
of low income people with a smattering of progressive liberal
professionals and leftists) focusses on the trials experienced
by the groups in securing state assistance. fndeed, grant
difficulties $/ere experienced by such groups. First, it was
hard, if not impossible, to amass the required equity for their
proposed projects. Second, the state bureaucracy was initially
reluctant to make loans to neighbourhood groups that had no experience in project planning, development and management. As
Dennis and Fish argued in 1972,
Government lending officers react not only to
political activism and lack of professional
ability, but to what they perceive as a substantial increase in the lending risk. They are concerned about the ability of community or neighbourhood non-profits to p1an, supervise construction, and ultimately manage the building. The
result is a great reluctance to become involved
in funding their projects. 75
rn spite of this wariness toward such groups, grounded in their
lack of experience, the state was not prepared to make appropriate technical and developmental assistance available. There
was 1ittle commitment to increase the capability of non-profit
groups to provide housing. In addition to these bureaucratic
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obstacles, rising economic rents i\i ere rendering the existing
form and levels of assistance inadequate to provide low income
housing.
The Dennis and Fish report endorsed strongly the role

of community self-he1p groups in providing shelter.
These groups have learned (particularly from
their experience with urban renewal_ ) that if they
do not help themselves, no one else will do it,
adequately. And the financial costs of a selfhelp program are minimal. If a self-help, nonprofit program is not available, then a þub1ic
housing or institutional non-profit program will
have to provide the housing. But neither of
these carry the satisfaction of doing the job
a1one, rather than relying entirely on state or
institutional- help. Neither can create the same
sense of controL over oners own destiny. 76
Their report recommended a removal of the equity requirement
and a provision of developmental and management assistance by
the state to such groups.
Non-profit housing activity declined steadily from
1970 to 1973 (from a peak of 3,527 dwellings to 1,059 dwer77
lings ). In 1973, the state renewed its efforts to assist nonprofit housing, following largery Dennis and Fishr recommendations. Amendments to the National Housing Act enabled CMHC to
provide 100 per cent of capital at the usual preferred rate,
"start-up funds" to a maximum of $10f000 per group and a 10 per
cent capital contribution. With these amendments the prohibitive equity reguirement was waived. In addition, organLzafionalresources were provided. Further, a federal capital contribution was availabre to reduce the gap between rents and the
incomes of prospective non-profit housing tenants.
rn mid r974, funding was made available through CMHC
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for community resource organizations designed to provide technical and developmental assistance to 1ocal non-profit groups.
As wel-1r some provinces have made such assistance available.
The Canadian Council on Social Development, in its
aforementioned review, argues that this new commitment to the

non-profit mode \¡vas a response to the growing opposition to
public housing.
The encouragement of such housing developments
stemmed in part from discontent with public housing. Community housing projects, it was fe1t,
would be less likely to be opposed by local ratepayers groups and al_so would be more amenable to
resident involvement in development and management . 78.

It was most certainly a response to the simmering
community-based political activism of the period. During this
time there was a strong movement by community organizations,
fed up with the highly centralízed, paternalistic state delivery of social services, to become involved in the development
and delivery of such services. The commitment cannot, however,
only be viewed as an acquiescence or "knuckling under" by the
state to the demands of a vocal, organized urban poor for a
greater role in urban policy decisions. The state support of
non-profit groups also fulfi11ed a systematic function, that of
legitimation.
During the period, the system of formal dernocracy as
conceptualized by Habermas, was failing to provide the necessary quantities of legitimation at the local lever. particular]y through its role in the urban renewal movement, the state
was too obviously advancing the interests of capital over the
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needs of inner ci ty urban dwellers , supporting the destruction

of neighbourhoods in favour of the accumulation of commercial
capital. The state sought to curb this growing "legitimation
deficit'r by providing community activists with the opportunity
to participate in planning and delivering social programming,
incl-uding community sponsored housing. The support of nonprofit housing groups was, then, part of a broader state commitment to citizen participation, that arose in the ratter
1960rs.

Martin Loney argues that the growth of state assistance to citizens I interest groups during this period was at
79
least , in part, a program of social control-.
Loney suggests
that
State aid to minority and dissident groups plays
an important role in legitimation, in sustaining
the view that the state is not the agent of a
particular social class, but rather the benefactor of all. The acceptance of this view
necessariÌy directs political activity towards
conventional channels. These channels may at
one level- simply involve efforts to influence
politicians and civil servants to produce a
change in policy. Such efforts are, of course,
premised on the assumption that the cause of present problems is not rooted in the very structure
of society but is rather a function of particular
decisions which are changeable by persuasion.
Poverty is not rooted in the opportunity structures and labour markets of capitalist societies but rather in a failure of politicat will or
imagination by politicians and theír advisors.
Hence with different advice and stronger pressure, effective steps can be taken to el_iminate
poverty. 80
By funding citizen groups, political opposition was directed
away from a challenge to the late capitalist social formation
and its endemic relationship among labour, capital, and the

77

state, toward reforms within the existing order. fn this way,
by "managing democracy", the maintenance of the system was
effected. Through the latter 1970rs the state has continued to
increase its support of non-profit housing groups. In I9751
the state began to provide rent supplements to a portion of
tenants in non-profit housing projects. fn I977, such subsiB1
dies were available in about one half of the provinces. As a
resuLt of changes to state assistance non-profit housing
activity was boosted from l-974 through I976. Activity declined
between 1977 and 1978 as assistance became inadequate as economic rents again out-stripped the incomes of eligible tenants.
In 1979 and 1980 the provision of non-profit housing has again
increased as the form of assistance has been altered ih an
attempt to replace the Section 43 housing program. The nature
of those changes are considered in the final chapter.
In the 1950rs and 1960rs continuing co-operatives did
not receive the same kind of assistance, however limited, as
non-profit groups. The state would not support a housing mode
based on principles of co-operation and collective action, Not
until the early 1970's was devalorized capital made available
t.o co-operative organizations. Until then, capital was provided on a residual basis as for individual- homeownership.
Dennis and Fish argue that there were two reasons for the lack
of state support for co-operatives--the negative attitude of
state planners and the debale over whether or not co-operative
housing was eligible for rental housing assisÈance since it,
constituted a form of ownership. The following guote taken
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from Dennis and Fish I review, is presented as representative of

the attitude of state
rants repeati.rg.

pJ-anners.

It is rather lengthy, but war-

Perhaps the strongest claim for a preferential
attitude towards co-operatives springs from an
evangelical- point of view associated with the cooperative movement. The co-operative movement is
based on a genuine and admirable socialist view
that people should be able to conduct their own
affairs for their own well being, without the
element of private profit and without being
prejudiced by outside economic interest.
To live in a city neighbourhood happily and successfully people find that they must maintain a
polite but somewhat withdrawn "armrs length" relationship wit.h neighbours. Home is a very private thing and anything to do with oners private
affairs is best kept independent and separate
from the friendly contacts with neighbours. This
is the nature of life in cities and city people
are wise to avoid getting into situations that
may cause disagreements, friction and entanglements with neighbours. I canrt imagine anything
more likely to jeopardize this kind of stability
of family life than becoming involved in a venture of co-operative housing. 82
Early on, the co-operative housing mode was being indicted by
planners in the name of family stability!
Collective action
around the question of shelter would run counter to the
"po1ite, somewhat withdrawn, 'arms lengthIrr neighbourhood relations required for city 1ife. This particul-ar planner argued
that co-operative housing should not be pursued as an alternative to atomized, single family, mortgaged homeownership. Not
only does this provide us with insight into the prevailing
opposition to co-operative housirg, but we are also treated to
a further support of the argument presented earlier regarding
the function of homeownership in the society.
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Co-operative housing was also denied access to assistance available to other groups providing low rental housing on

the basis that it represents a form of ownership. As such,
only that assistance provided to other forms of ownership, that
is, single family, mortgaged homeownership, was available. Proponent,s argued that co-operative housing was theoretically rental housing as under this mode ownership was held corporately
and individual shareholders were rented housing by the corporat,ion. Further, proponents argued that co-operative shareholders did not have the same property rights as individual,
mortgaged homeowners, The right to benefit from appreciation
in value, or make alterations to his dwelling without the consent of the co-operative was denied the co-operative shareholder.

In spite of the lack of state support for co-operative housing, some co-operatives were developed through the
1960rs, with the help of the co-operative movement. Continuing
co-operatives, were developed for example in Quebec and Manitoba where a strong co-operative movement was in place in
other sectors "
fn I9T3rcontinuing co-operatives were finally given
access to the forms of assistance available to non-profit
organizations. However, given the lack of previous support,
to 1977 co-operative housing served primarily moderate to rnidB3
d1e income people. From 1973 to 1980, approximately 11r000
84
co-op.erative dwellings were assisted. In 1978, with changes
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to assistance, continuing co-operatives, along with non-profit
housing, \{ere touted as replacements to public housing. Again
the validity of this claim is considered in the concluding
chapter.
Urban Renewal and Rehabilitation

The state has also played an integral role in urban

renewal and inner city rehabilitation.

Beginning in 1944

grants were offered to municipalities for slum clearance on the
condition that low rental housing be built on the site. There
was 1iterally no activity under this arrangement.
Changes to legislation in 1956 really marked the beginning of the urban renewal movement. Beginning in that year
grants were offered to municipalities without any stipulation

of acceptable successive uses. Cl-eared land could now be used
for industrial, commercial or high rental housing projects.
As capital concentrated toward the centre of the city, inner
city neighbourhoods found themselves on high value land, ripe
for redevel-opment. In the interests of capital, the state
would now "clear the way" for "higher and better uses."
Commercially in 1960r âs opposition from residents of
sl-ums proriferated, the state provided some resources toward
relocating displaced slum dwellers in the interest of social
harmony.

fn 1964, urban renewal provisions were further expanded. Grants wourd now be available to clear land presently
used for other than housing. With this program change, the
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state truly galvanized urban redevelopment, serving the concentration of capital.
During the late 1960rs citizen opposition to urban
The state was too obviously advancing the
renewal solidified.
interests of the capitalist class over those of the inner city
peor. Ergo, in 1969, the state put a freeze on new projects
allowing existing projects to be completed.
By 1973 new initiatives,

with an emphasis on the rehabilitation and preservation of inner city neighbourhoods,
were undertaken. The focii of this nev/ effort were the Neighbourhood Improvement and Residential Rehabilit,ation Assistance
Programs. Under these programs housing could be renovated,
cultural and recreational facilities provided, and municipal
infrastructure upgraded. The programming also had a citizen
participation dimension that can be seen in the same light as
increased non-profit housing activity discussed previousÌy.
fn I978 an amalgam of discrete rehabilitation programs (e.9., Neighbourhood Improvement Program, Municipal
Infrastructure Program) was established. By 1982, this consolidated program (Community Services Program) will be terminated. The withdrawal of such assistance will be discussed
further in the final chapter
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Summary and Conclusions

In summary, the business of this chapter has been to
consider the part state housing interventions have played in
the fulfilLment of the staters broader, dual function. f began
by outlining how housing interventions are historically grounded in the staters post-war Keynesian economic .strategy and
related growth of the welfare state. It was apparent that the
unaided capitalist rnarket could not fulfi1l the society's housing needs" In order to defuse potential social unrest arising
from this state of affairs, the state intervened to bridge the
contradiction between the labour and housing markets. Housing
interventions were also intended to enhance the productivity of
labour and stabilize the business cycle. fn general, state
involvement in housing was intended to serve both its accumulation and legitimation functions.
fn its attempts to manage the contradiction between
the housing and labour markets, the state has relied upon a
range of housing interventions related to mortgaged homeownership, private rental housirg, public housing, community housitg, urban renewal and rehabilitation etc. This chapter outlines the evolution of each kind of intervention, identifying
its accumulation and legitimation aspects.
In this chapter I have argued that the facilitation
of mortgaged homeownership has been a primary goal of the
state. The major elements of the staters efforts in this
regard have been !h" socialization of risk (state mortgage
guarantees) and the provision of devalorized capital (Iow
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interest loans, interest subsidies). During the 1950ts and
early 1960rs, the socialization of risk was sufficient to
induce an adequate flow of mortgage capital, satisfying homeownership goals. As we11, mortgaged homeownership was affordable for a "sufficient" proportion of the population. By the
1970ts, as the contradicLion between the labour and housing
markets grevr, devalorized capital and cash subsidies r^lere necessary to sustain effective demand for mortgaged homeownership.
As a prelude to the final chapter, I pointed out that as the
fiscal crisis has sharpened, the state no longer has sufficient
resources to bridge this contradiction" As such, its homeownership goals have been interrupted.
The facilitation of homeownership has contributed
greatly to the fulfillnent of the state I s accumuLat,ion and
legitimation functions. The legitimating effects of homeownership are considered at some length above, drawing from the work
of Engels, Habermas, Aronowitz and others. Briefly, f have
argued that individualized homeownership engenders a privat,ist
culture based on material consumption and individual achievement. These motivations are prerequisites of a depoliticized
public realm, in turn at the root of mass 1oya1ty. The development of such a cu]ture has countered collective av/areness and
action¡ oE meaningful political participation. As wel1, I have
argued that mortgaged homeownership disciplines the work force,
as a workerrs shelter security is jeopardized by any withholding of labour power. Further by turning workers into "capitalists" through homeownership (in highly buoyant markets, such as
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vancouver in 1980, workers often earned more through the apprec-

iation in value of their real property than wages) t,he institution of private property, a driving force of capitalism, is
legitimized.
fn supporting homeownership, the state has also promoted the accumulation of capital. The fact that state mortgage insurance !ì,tas only available for newly constructed dwel-

lings until 11fe'1978 r €nsured that the masses would be housed
in new suburban developments. During the 1960's and 1970's, as
suburbia developed, large dev.elopment corporations very guickly

control of the process. ultimately, given the scale of
suburban development only large corporations were capable of
mustering sufficient resources to undertake its development.
Large profits were reaped, further concentrating capital. New
patterns of consumption (i.e., rarge suburban shopping centres)
resulting from the form of suburban development contributed
considerably to the concentratíon of commercial capital.
State intervention in support of the private rental
market has served, primarily, the interests of capital.
Between 1944 and I975, the state offered devalorized capital to
limited dividend corporations that agreed to provide low income,
rental housing. In spite of this assistance, relatively few low
rental dwellings were constructed under this arrangement. Such
assistance did serve to support the average rate of profit in
the residential construction sector during periods of recession,
as entrepreneurs resorted to the program in the absence of other
opportunities. Further, the program provided opportunities to
assumed
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private capital for developing its assembled, marginal sites.
By Ig75, the state had abandoned its attempts to if,Au"" the
private sector to supply housing for the poor. State assístance
was intended to stimulate the rental sector, with no considera-

tion of tenant group served " Devalorized capital and special
tax incentives for the wealthy were furnished to this end.
Againr âs a prelude to the final- chapter, the relationship between the withdrawal of assistance and the fiscal crisis

was

introduced.
StaÈe owned housing, even during the peak of state

activity in this area, has always had only a marginal role in
serving the housing needs of Canadians. It is intended to be a
reserve of the poor, rather than a legitimate way of housing
the masses. It has fulfiIled predominantly a legitimation role
working in conjunction with the welfare system. The period of
peak activity, 1969 through L976 coincided with a time of
heightened social unrest in the country. The staters commitment to mortgaged homeownership has directly contradicted its
efforts in supplying state owned housing. The propertied
classes have politically opposed the provisicn of public housing to preserve the value of their property. As a result of
property based opposition and its fiscal crisis the state has
now withdrawn al-most entirely from the provision of public
hous ing

"

State support to non-profit and co-operative housing
has also fulfilled predominantly a legitimation ro1e. Through
the 1950rs and early 1960rs non-profit housi.g, sponsored by
service organizations, served the elderly. The state provided
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such organizations with devalorized capital.

During the late

1960rs and early 1970's, community organizations began to tap
the program to provide inner city housing for low-income

families" The state commitment to such groups was a response to
the community-based political opposition that prevaired. rn
this chapter r have argued, following Loney, that this commitment was in part a social control measure. r argue that by
funding citizen groups, poLitical opposition can be directed
away from challenging capitalism to reforms compatible with a
continuance of the prevailing social formation. Assistance to
community organizations has broadened in the latter seventies,
with the goal of replacing state owned housing as a means of
housing the poor.
Support to co-operative housing was extremely limited

until the early 1970's. Capital was only provided on a residual
basis during the 1950's and 1960ts. The state was simply not
prepared to promote a housing mode based on co-operative
principles. By the 1970's, as mortgaged homeownership was
deeply entrenched, as the goal of most, assistance identical to
that provided to non-profit groups was extended to co-operative
housing groups.
The state has also been invol-ved integrally in the

amelioration of inner city slum conditions. fnitially the state
approached the problem by providing incentives to municipalities
for slum clearance. The effect of this approach was to obliterate the housing of lhe poor to make way for intense commercial
development in the interests of capital,

By the early 1970ts,
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again in response to community activism, urban renewal programming was replaced by programs aimed at rehabilitating and preserving inner city housing. citing its fiscal crisis, the state
has announced that such programming will be withdrav/n by rg}z.

In addition to tracing the evolution of state housing
interventions in relation to the staters accumulation and legitimation functions, I have identified contradictions between the
staters economic policy and its housing goals during the latter
1970rs and early 1980ts. Most significantly, r have outlined
how it.s monetarist stance has sharpened the contradiction between the housing and labour markets to such an extent that
homeownership and private rental assistance is fiscarly impossibre. As welJ-, r have shown how the staters wage and price
control program directly contradicted its homeownership program.
That is, while vrage controLs attempted to curtail wage gains,
the success of the AHOP program depended on healthy wage increases. rn this way e7e have seen that the statets latest
attempts to facilitate capital accumulation have contradicted
its housing goals, to the point where it has withdrawn housing
interventions s ignif icantly.
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CHAPTER

4

THE CONTEMPORARY HOUSING CRISIS

Although increased state intervention has resulted in
an improved material standard of housing for the canadian populace in aggregate, a housing crisis persists. The concern of

this chapter is to outline the nature and magnitude of this
contemporary housing crisis.
1

The hrousing crisis,

as argued by Stone, is grounded
in a growing contradiction between the housing and labour markets.. Though the state has intervened his.torically to manage
this contradiction, housing needs persist for a significant
proportion of the population. The following table outlines the
leve1 of unfulfilled

need in Canada in I9i9.
Table ll

Estlmated Housing Need io Canada'

1979

Or¡ners

Renters

Total

Affordability only

100, l0o

350,000

450, 0oo

Adequacy only

1

88 ,700

60, 600

249,3OO

Crowding only

I10,100

6ó,4oo

17 6

Problen

AffordabiliÈy, adequacy and/or
48,600

crovding cornbined
Tocal

Source:

ClfHC,

447

,500

155

,800

.

,500

204,400

632,800 I,080,300

Lonq Term OuÈlook for Housing in Canada, and iLs Implica-

tions for rhe Residential Constructio! Induscrv' ì4ay I980.

According to the above analysis, households with an
affordability problem are paying in excess of 30 per cent of

total income on shel-Ler. An inadequate dwelling has one or
more major physical- defects or an absence of facilities
like
running water or a toil-et. A household is experiencing crowd-
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ing problems if more than one person per room are occupying the
dwelling. This analysis of need is rather general and is
therefore wanting. For example, rower income households paying
30 per cent of their income on shelter suffer much more than
higher income households paying the same proportion. As
incomes decrease, there is less income available for other

necessities like food. This has long been recognized and is
reflected in the fact that rents extracted from public housing
tenants are done so on the basis of a graduated income scale.
That is, such tenants may pay between r7 and 2s per cent of
their income on shelter. The point to be made is that the 30
per cent criterion understates the affordability problem.
The analysis also ignores the extent to which households have had to become two income households to meet the 30
per cent criterion. over the last 20 years there has been an
overwhelming increase in Lwo income households in canada.
Table

12

Tl¡o Income Households

Nt¡nber

I 961

900,000

20

L

l ,800 , ooo

37

191 6

2,400,000

44

t97

Source:

Per cent of ToÈal

Year

lero Outlook fqr Housing ín Canada. and its I¡oplicaEiotrs for che Resldential Construction ïndc€!!ll, May 1980.

CMHC, Long

Furthermore, the above needs analysis obscures
reg ional income and housing quali ty disparaties since it
presented on a national basis.

fc

9B

Notwithstanding such shortcomings, the analysis does

indicate that significant housing problems persist in this
country as ove.r 1 million households are experiencing some
leve1 of difficurty, and over 200,000 households have serious
housing problems.

A new dimension of the housing crísis has arisen during the latter 1970's. The portion of family income directed
toward energy costs has risen significantly

from the earry

1970's to 1981. such increases will be even greater over the
next I0 years (see Table 13).
Table

I

3

Eoue lleatlng Costs as a ConponenÈ of
Urban Farolly Expenditure (Z)

Ye

Hooe lleatfng

ar

197 Z

4.t

L97 9

4.4

19 81

4.8

1985

5.6

1989

6.5

l99t

7.O

Costs

Source: CMECr@
ForHo@

@
ffin
ffi

Rising energy costs will hit low income homeowners
hardest. Table 14, outlines the impact of increased energy
costs between 1976 and IïTB by income group and tenure.
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Table l4
Energy ExpendlCures as a per CenE of
ToÈal FeroLly ExpendlÈures

Ownera

llader g7,500

$7,500 - $20,000.

0ver 920,000.

197 6

r

5.5

4.6

2.9

1977

r8.1

5.3

3.4

L978

19.5

5.8

3.8

L97 6

6.2

2.2

r.6

t977

7.2

2.6

1.8

r978

7.8

2.8

2.O

ReDters

Source: IHEC, TIrg Lggg TeIn Ou_r1ogk I'9r Houslng in Canada, and
rts rnplications for ftfficrlon

I{hi1e housing need has persistedr growth in the residential construction sector has slowed substantially. For the

first

time since I970' residential construction expenditures
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constituted less than 5 per cent of total Gross National
Expenditure.
As well_, for the f irs t time in a decade" res idential

construction expenditures decli ned as non-resident ial construction expènditures continued to increase.
o/

/o
ËsrÞÊ¡tlfl AL cot'tsTRuúf1orl ÉQÉHD tÏuRÊg
A5A PtoPoRTlOH otr
ALL Cot'lerRu¿ftod exPÉftDt TURÉ9
(è Hrr-uous)

Ð
1o

20

lo

76n79

Ífuççe: DeÈ\,éÐ ÈçôH c¡tr^Dran Hô)sr¡.t6 sfATrgrlcç rq¿o

As outlined in Figure 4, residential construction
expenditures¡ âs a percentage of total construction, peaked in
L976 at almost 39 per cent. By 1980 this percentage fell_ to
around 29 per cent. A substantial investment shift from hous-

ing capital to other business capital has transpired during
this period. This shift is, of course, reflected in housing
starts over the period. Between rg76 and l9B0 housing starts
decl-ined by 42 per cent.
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Table

15

Ilousl.ng ScarÈs: Cauada

Year

Scarts

1970

1 90 ,528
233,653

t97L
L972

24g,gl4

L973

268,529

L974

222,t23

L975

23L,456

L976

273,2O3

L977

245,724

1978

227,667

L979

L97

1980

158, 601

,049

SouEce: Caoadlas;fousiûg SEatlstfcs 1980, Table 9, p. 9.

Early in 1981 both the federal government and the
bui'lding industry predicted a partial- recovery for the residential- construction industry to 180r000 starts for the year. By
late May, the Housing and urban Development Association had
tempered its enthusiasm and was predicting a slight increase
2
over 1980 activity (165,000 starts ). The association attributed the current slump to high interest rates.
HUDAC of f icials said at a nei^/s conference that
the current crisis in their industry will get
worse unless the federal government finds an
alternative to high interest rates to bring the
economy under control. 3
Prospects for the future look scary when the existing
leveI of activity is compared to projected new housing requirements" The following table, prepared by GMHC, outlines future
requirements based purery on demographic trends ( the effect
of immigration rates was not considered ) .

L02
lable
New

16

Housing Requlreurents

ïear

Rental

Ownership

Total

1980

99,200

136,000

235,200

1981

97,000

140,000

237,300

1982

92,7OO

143,100

235 ,800

I 983

87,700

145

,300

233,000

1984

79,500

145

,000

224,50O

I 985

69,7 0o

144

,200

213,900

1986

58,800

142,7

0O

201 ,500

I 987

47 ,4O0

141,600

I89,000

1988

37 ,40O

28, go0

139 ,300
136,8oo

17 6

1989
1990

28, 000

L28,2OO

156,200

Source:

CMHC, The

fcaÈ
OÈ

Ter¡o Ouclook

For

,700
165,700

l{ou

ConsÈ,ruction IndustL

Èawa,

The crisis of course is exacerbated by the backlog of

unfulfilled requirements that have accumulated over past years.
For example, from 1976 to 1980 the federal government, fo]lowing the analysis of the Economic Council of canä¿a, has estimated that 1 million dwel-ling starts were reguired for this
4
period. This target was not met.
While aggregated housing requirements were left unfulfilled during the latter 1970's, inventories of complete unoccupied units were accumulating. Figure 5 outlines this trend.
Thus demand was there, but a growing contradiction between the
housing and labour markets rendered demand, in Keynesian terms,
].net tectlve.
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Recently, the Federal Minister responsibre for housing refl-ected on the mid-seventies as a period of overproduction. He attributes overproduction to the degree of government
intervention in the market.
we have learned through past experience that too
much government intervention in the market place
results in overproduction and we have to tail-ormake our response to avoid this. 5
cosgrove has singled out the Assisted Homeownership
and Assisted Rental programs as major culprits.
Another most important consideration is that part
of the trouble we are in now results from the
federal response to the problems that beset the
industry during the early 1970's. As all of you
are well a\dare, programs such as ARp and AHOP
provided such stimulus that the industry over
produced whil-e a number of home buyers over extended themselves.

6

Having attributed current production probrems to past state

intervention, the Minister now displays a renewed confidence in
the workings of the capitalist market.

- 104 feel very strongly that the proper balance of
supply and demand will be reached if we a1low
market forces to operate normally. 1
We

believe that the best interests of most Canadians and of the housing industry iself, are best
served by relying on the normal operations of the
market place. We do not feel that federal intervention is advisable or desirable at this time, I
As indicated earl-ier, the industry itself does not share the
Ministerrs zeal about the unfettered market,. They have lobbied
hard for a "not so normal operation of the market" as industry
representatives have cal1ed upon the state to make permanent,
tax incentives for rental construction, and control the mortgage market. In March of this year the Ontario reaL estate
industry cal-led for a mortgage rate freeze at 12 per cent.
These industry representatives also argued that the state
should subsidize the difference between L2 per cent and pre9
vailing market rates.
It is important to note that rhetorical statements
about the market and free competition are not unique to t,his
period. Indeed, the recent Ministerrs predecessors have waxed
eloquently in this regard in the past.
I believe that the housing needs of most Canadians can best be served through a stable, efficient and competitive private residential
construction industry. .
That is why an
important part of our activity is directed
towards helping to support this kind of market
place. 10
We

The fundamental distinction

to make is that in the
past, the state has actively intervened in support of the
private accumulation process in the housing sector while today
the state response is one of withdrawal from intervention.

105

There is a difference between I'supporting" private production
and leaving private production to the contradictions of the
market.

Returning to a consideration of the current situa-

tion, while the Minister has been promoting a stance of leaving
the market alone, he has seemingly in conLradiction, recognized
the iIt effects of such a stance.
In the field of housing, however, the last few
years have been corrective in nature, restoring
the balance between supply and demand. It
appears noÌ4r that the correction in housing
activity has actually over run its course. 11
. . we are not producing housing at a rate
that meets the predicted requirements for the
coming years. In other words we have bottomed
out. 12
The Minister has argued against direct state intervention in the housing sector on grounds that it woul-d run contrary to current federal monetary policy.
You can appreciate the cumulative effect of
extensive federal subsidies. Not only would t.hey
run counter to federal monetary policy at this
time, they would inevitably contribute to even
higher interest rates at some future date. 13
fn the past, the state instituted subsidies and transfer payrnents to individuaLs and families to support aggregate demand
in the economy. Such payments are now considered inflationary
and contrary to current attempts to restrict growth of the
money supply.

Since late 1979, mortgage rates have climbed dramati-

cally in response to state controlled increases in the central
bank lending rate" As outlined earlier, during the 1970rs and
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early 1980rs the state has adopted a monetarist economic policy
in its attempt to controL infl-ation. This stance maintains
that restricting growth in the money supply by raising rates
will cool the demand for money, ultimately reducing inflation
in the long term. Resísting, ât this point, a critique of such
policy, our concern here is its effect on mortgage rates.
Figure 6 illusLrates mortgage rate movements from
1978 through 1980. During the first harf of 19Br mortgage
rates have escaLated further to a current rate exceeding 20 per
cent.'
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Such rises in mortgage rates have increased substant-

ial1y the costs of homeownership for those negotiating their
first mortgage and those renewing existing mortgages.
The extent to which these homeownership aspirants are
now being squeezed, is an empirical question that cannot be

L07

precisely determined. It is possible to provide some meaningf ul- insights based on avail-able empirical- information and
plausible theoretical assumptions.
Federal government representatives, Prime Minister
Trudeau among them, argue that the number of people facing

foreclosures does not warrant concern. Trudeau offered the
following at this weekly press conference on May 15 of this
year.

For the time being, since foreclosures are not
increasing in numberr wê donrt feel that !t/e
should call upon our expenditure program to increase the deficit any further. 14
This conf idence in the abilit,y of homeownership aspirants to
weather the storm, is shared by status quo housing analysts.
fn a paper that was presented to the recent federal-provincial
t5
housing Ministers conference, the mortgage interest rate was
put "into perspective". It is argued that average family incomes have risen more quickly from I976 to 1981 than interest
payments on an average mortgage written in I976 and renewed in
l9B1 at 18 l/4 per cent (52 per cent compared to 46 per cent),
Therefore, mortgage payments as a percentage of income will not
have increased at renewal. By dealing in averages, the impact
on families with radically varied íncome and wealth positions
is obscured. As well¡ regional disparities in housing markets
(i.e., mortgage sizes) is also ignored. For families with
below avèrage income, experiencing below average increases

in income, the fact that average income famil-ies are doing
offers little solace"

okay
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Further the 'status quo" argument is based on a mortgage with a five year term. since L979, the prevarence of one
to three year terms has increased considerably. Those famíl-ies
that assumed, sâyr ân 11 per cent mortgage on a 2 yeat term in
1979 wilr face increases in excess of 30 per cent if they are
forced to renew their mortgages at prevailing rates (assuming
a $40r000. mortgage amortized over 2s years and a gross debt
service. to income ratio of 30 per cent). such a mortgage payment increase exceeds considerabty average income increases for
Lhe period.
Aggregate information regarding mortgage defaults
suggests that the situation worsened terrificarly

during the
period 1978 through 1980. The following tabre and figure
illustrate well the situation regarding state insured mortgages.

lab1e I 7
Insurance Claims Paid by the
Mortgage Insurance Fund

Year

Number

197

7

197

I

5,078

I97

9

t7,250

ll,8l2

19 80

Source:

Annual Reports
1977, 1979,1980.

CUHC
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AvaiLable information for privately insüred mortgages
suggest thatr ât Least in I97BI defaults burgeoned.
TabIe I8
Mortgage Insurance Clafns on Total portfolio
as
Perceutage of Premluus WriEten ln Glven year
(average of three lnsurers)
Year

Per Cent

t975

LO,2

197

6

11.

t97

7

L7

t97

8

83"

Source:

a

CMHC,

2

.4
7

The Long Tern Outlook For Housing fn

Canada, May 1980.

Based on averages of three private insurance companies,

c 1a

as a percentage of premiums written increased from 17.4 per
cent in Ig77 to a staggering 83.7 per cent in Ig7B.

ims
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fn 1979, 70 per cent of the increase in state insured
claims were related to loans approved under the Assisted HomeI6
ownership and Assisted Rental programs" This trend continued
L7
into 1980. The trend is 1ike1y to continue through L9B2 as
even greater numbers of AI{OP mortgages come up for renewal
Popular accounts of the effects of unprecedented
mortgage rates on AHOP participants have been numerous in the
Canadian Press. According to a Globe and Mail account, the
AHOP default rate is 7.6 per cent, nationally, and 12.L per
18
cent in Ontario. Although the state has provided, and will
continue to provide, grant assistance to AHOP participants a
high leve1 of defauLts has occurred. Grant assistance has been
provided to date (743 grants totalling ç392,000.) and CMHC
estimates that in I9BI-82, 3,000 additional- households will
19
require assistance at a cost of $1"3 million.
AHOP participants have argued against grant assistance as it creates an image of AHOP projects as "slums built
20
from government handouts". They are requesting instead forgiveness of downpayment l-oans provided. These participants
have homes in an Ontario project in which I70 of 451 ovrners
have abandoned their homes. Another organized group of partic2I
ipants has called for a moratorium on AHOP foreclosures.
A severe effect of current difficul-ties with the program has been the devaluation of AHOP property. Tn many cases
22
outstanding mortgages are higher than market values.
CMHC has incurred substantial losses on the resale of
units acguired through defaults. In 1980, CMHCTs AHOP losses

111

totalled

23

$145

million.

rt is interesting to note that the blame for the
"AHOP debacle" is being foisted off on the participants of the
program as people who "over extended themselves,' (see quote on
Page 97 ). rn their rather zealous pursuit of homeownership for
canadian families during the mid seventies, the state politicians and planners can be excused for their lack of ability to
foresee current rates and their effects on AHop participants.
such participants "shoul-d have known better" according to
current state representatives.
Summary and Conclusions

rn this chapter r have argued that in spite of a high
degree of state involvement ín housirg, a housing crisis persists. I have shown that over 1 million Canadian households
are experiencing some level of housing need while over 200r000
households have serious housing problems. A new dimension to
the housing crisis has also arisen during the 1970's as energy

expenditures are increasing greatly as a proportion of total

family expenditure. The greatest impact will be felt by the
poor. !'ih ile hous ing need has pers is ted , res ident ial cons truction has fa1len off considerably. New house requirements will
not be met at current production leveIs.
As a consequence of federal monetary poricy mortgage
rates have reached unprecedented levers. Many mortgage homeowners facing renewal have to date experienced hardship, to the

point of default"

First time

home

buyers, vtithout substantial

TT2

eguity, have been squeezed out of the market. This trend will
undoubtedry continue. As many defaulting homeowners have
secured state guaranteed mortgages, the state has suffered
Losses exacerbating its fiscal crisis.

rn this way, the
staÈers broader economic policy has created a default, situation
that has in turn created a crisis for its housing adninistration. A high leve1 of mortgage defaults on state assisted
rent,al properties has had the same effect.
The staters immediate response to the contemporary
housing crisis has been one of inaction. rn defending this
posture, state representatives now attribute current problems
to past levels of intervention. They argue that too much
government intervention has resulted in a period of overproduction. rn contradiction¡ they indicate a recognition of
the fact that current levels of production are inadequate to
meet accumulated need. !ìiith regard to high mortgage costs,
state representatives argue that as the average Canadian householdrs income gains have exceeded average increases in mortgage
costsr no assistance is required. The plight of households
with below average incomes or above average mortgage cost
increases are ignored.
Representatives of building, property, and finance
capital do not share the staters confidence in the capitarist

market. They are currently lobbying hard for state intervention in the mortgage market.
The concruding chapter of this thesis considers the

transformation of state housing policy in detail,
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CHAPTER

5

THE CURRENT TRANSFORMATTON OF STATE HOUSING INTERVENTIONS

In the introduction to this thesis f stated that the
purpose of this final chapter is to consider the current transformation of state housing policy within the theoretical framework established in antecedent chapters. More specifically,
the intent is to relate policy changes in the particular realm
of housing to the broader shift in the role of the state outlined in chapter 2. rn this chapter r will discuss how discrete housing policy changes, and the cumulative fiscal impact
of such changes, relate to the federal governmentrs response to
its sharpening fiscal crisis, namery, the erosion of the welfare
state. rn orconnorrs terms, this curtailnent of social program
expenditures in favour of expenditures on economic development
and energy can be expressed as a shift from interventions that

serve primarily a legitimation role to those fulfilling
áccumulation function. A withdrawal of housing capital

an
and

budgetary expenditures can be seen as part of this broader

withdrawal of legitimation.
The Cumulative Fiscal Impact

current housing policy changes constitute the reversa1 of a trend of increasing state involvement in housing that
began after the second world war and continued to the mid
1970rs' The cumulative fiscal- impact of this reversal is now
considered. As outlined in Chapter 3, a fundamental el-ement of
state intervention in housing was the direct provision of capital where it was not forthcoming through the capitalist market.
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The state provided housing capital increasingly until rg75.
Figure B graphs the trend from 1966 to 1980. The amount of

housing capital supplied by the state peaked in rg75 at $1.6
billion.
From 1975 to 1980, GMHC'!s loans and investments bud-

get declined dramatically to ç327 million.
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ent terms' in r975, 44,884 housing starts constituting 1g per
cent of all activity in the country, were financed directly
with public funds through CMHC. By 1980, only 6,835 dwellings
or 4.3 per cent of all housing activity was financed with
public f u.rd=.1
The withdrawal of housing capital initiated

in

Lg75

clearly a response to the state's f iscal crisis. To the
extent that GMHCts capital requirements have been reduced, the

\¡/as

federal- government has required less borrowed capital.

As

II7
such, increases in its interest payments on public debt have
been reduced accordingly. Further, as indicated in chapter 2,
as housing capital requirements have been reduced, capital- is

available for other purposes like the Nationar Energy program.
rt is apparent from the previous discussion on the
continuing housing crisis that the staters renewed commitment
to "the fullest possible utilization of private sector capital
2
for activity previously funded by the federal government" has
failed as a strategy for meeting the countryrs housing needs.
Further empirical verification of the failure of this new
posture is provided in the following section.
rn aggregate' in contrast to the trend in loans and
investments,

budgetary expenditures have continued to
increase through the latter 1970's. Figure 9 graphs the trend
in budgetary expenditures from 1966 to 1980.
GMHCts
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Upon

careful scrutiny in

clear that sustained increases
in budgetary expenditures do not reflect an ever-increasing
degree of state involvement in housing. rn many cases, budgetary expenditures in a given year reflect long term commitments
made in previous years. For example, state owned housing pro-.
vided in r970 wil'l have budgetary impJ-ications for many years
hencer âs tenants will require continued subsidies. As another
example, interest loss subsidies incurred through assisted
rental programs have been committed for a number of years into
the future. As is the case with the provision of capital, it,
is not politically feasible for the state to shift t et pretend
to shift the responsibility for such expenditures elsewhere.
The state must continue to bear the fiscal burden of its past
commitments. continuing, additional insight into this budgetary trend can be gained by considering where the most significant changes have occurred by expenditure category. As indicated in Figure g, total budgetary expenditures increased by
approximately $160 million between 1979 and 1980. Increases in
home insulation grants to homeowners account for $135 million
of this total increase. Tabl-e 19 outlines home insulaticn subbecomes
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Year

Eooe

lnsulatfon.Prograo

llæe InsulaÈion
Progræ

t977

I 978

40.3

28.9

I

18.4

77.9

212.9

43.4

47.3

77

.9

212.9

Canadlan

loral

3.

Source: Canádlan Rousing SÈat1sÈlca, 1980, Table

1979

27
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sidies from 1977 through 1980. For the period 1976 to 1980,
CMHC losses have also constituted a significant proportion of
increases i n budgetary expenditures. Tabte 20 summarizes this
expend i

ture category.
T.able

"'ì;
Expeuditure CaÈegory
DfscounÊ 1n Sale

of Mortgages

Losses Re ProperÈy Sales

InteresÈ Bage

LÆgs

Real Estate Loss-Operating
Losseg ou Loang
Tocal

20

ffïï:i:ï*
L976 1977 1978 1979

1e80

r 60.0

-0. I

38.

0.3 I .2
r.2 7.8 4r.5
lI.6 27.2 25.9 27.6 24.9
t0.3 11.3 13.7 2r. I t4.7
0.1
0.9 4.8 t2-6
22.2 39.8 79.8 LzL.3 93.6

Source: Canadian Housing SÈârlsÈlcè, 1980, Table 27, p. 22.

As argued in Chapter 4, the state's commitment to

high interest rates has ultimately created a crisis in its
housing administration. Thus a significant portion of budgetary increases are a function of the aforementioned contradiction between the staters macroeconomic qoal-s and its housing
goals.

Returning to Figure 9, we can see that if energy related expenditures and CMHCts losses are discounted, increases

in budgetary expendit-ures have flattened out between LgTg

and

19BO.

Public housing subsidies are normally trotted out as
the major determinant of increased expenditures. rndeed, year
over year increases \¡zere substantial until- 1980 " Figure 10
graphs public housing subsidies between I97O and 1980. Between

I20
L979 and 1980, public housing subsidies actually experienced

real decline. rt seems that such subsidies have peaked and
ceased to be a major determinant of budgetary increases.
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fn summary, although in aggregate CMHC's budgetary
expenditures have continued to rise, the main determinants of
this increase have become energy expenditures and GMHCrs operating losses rather than interventions directly intended to
ameliorate the contradiction between the housing and labour
markets. As we shall- see in the following section the latter
have been substantially reduced, concomitant with the erosion
of the welfare state.
Discrete Program Chanqes
As introduced in Chapter 3, the federat./provincial
arrangement under which most public housing was constructed in

T2T

the country (Section 43 Housing) has been phased out since
1978. Figure 11 shows the rapid decline in the provis ion of
Section 43 housing during the latter IgTO rso As o utl i ned in
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the foregoirg, activity under the section 43 arrangement actually peaked in r97r. The level of activity dropped significantly in the ensuing years untir L976 as a resurt of the growing opposition of the propertied class. The death knerl- was
finally sounded in 1979.
The state has attempted to "replace" this public
housing program with a ne\,{ non-prof it housing scheme. This

new

program reries on finance capital to provide all required capita.l- while the state furnishes a guarantee against private

l-oans" Rents are subsidized through an interest reduction contribution (i.e., from the prevailing market rate to an effec-
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tive rate of 2 per cent). when the program vras introduced in
L978, mortgage rates were around 11 per cent. Thus the state
subsidy amounted to an interest reduction grant sufficient to
reduce the mortgage rate by 9 per cent. rf mortgage rates are
sustained at current levels (i.e., 20 per cent), as non-profit
organizations renew their. mortgages, state subsidies can only
increase enormously. rncreased subsidies could result in a
future reduction in the programr âs the fiscal- burden becomes
much greater than anticipated.
Without raising the question of whether or not the
new non-profit program can provide housing to the same income
3
group as the public housing programr ân analysis of activity
leve1s alone illustrates

that the program has not constituted a
replacement of the section 43 program. Figure 12 graphs loans
to non-profit corporations through the 1970's to 1980. und'er
previous non-profit capital and subsidy arrangments, activity
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levels peaked in I976 at approximately 8t400 dwellings. Activity declined dramatically during L977 and r978 as did activity
under the section 43 program. rn L979 under the new program,
activity picked up again. rn 1980 approximately 13r400 dweIlings were supplied. In I976 combined Section 43 and non-profit
activity totalled 20r000 plus dwellings. During the period of
decline for both programs (1977 and l-978), combined activity
amounted to between 9r000 and 10r000 dwelLings. Thus the ne\^¡
non-profit program has replaced activiÈy reached in declining,
but not peak, years. rn general, it is apparent that during
the period the state has withdrawn interventions that facilit,ate the provision of Low income housing. This of course is
related to the broader withdrawal of legitimat.ion discussed in
preceding chapters.
To further demonstrate the transformation of the

state housing function, significant changes to programming
directed toward middle income, aspiring homeowners and renters
have also been effected. As outlined in chapter 3, during the
early and mid 1970's substantial budgetary outlays and capital
lrere provided to these groups and investors in such housing
through the Assisted Homeownership and Rental programs (AHop
and ARP). under the AHOP program, cMHc provided homeownership
aspirants with grants, interest subsidy loans and direct mortgage financing. Table 2r shows levels of assistance. Grants
to participants of the program rose from $700,000 in 1973 to
$34.8 million by 1978. since 1978, grants have decreased to
25"3 million" rnterest subsidy loans have decreased from a
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peak of just over $85 million to just over $3.3 million, while

direct loans diminished from almost $460 million in Ig7S, to
zero by 1979.
Assrsred

Year

GraErs

*,::T:,:;r,

program

($ M1lllons)
InÈeresË

Reduc!Íor

DlrecÈ Loâus

IÆatrs

r972

t973
L974.
1975
L976
t977
t97a
1979
1980

0.7
5.0

133.

I

435.2

l0.l

458.2

2t.7

80.4

80.0

29.3

'85.r

23.7

34.8

55.0

1.8

32,3

t7.6

25.3

3.3

Source: Caudlan

Eouslng Statfst.lcs, 1980, Table
Canadlau Eouslng SÈarisrfca, 1976, Table

27, p. 22,
29, 9. Zh-

under the ARp program, cMHc provided r0 year interest
free loans and regular direct financing to builders. The

intent was to subsidize the difference between market rents and
the costs of providing rental housing. The interest free 1oan,
coupled with accelerated depreciation al_l_owances (provided
through tax legislation ) on new rental properties was provided

*"r".*t*111"i1,.r,",
($ Hllltons)

Year
L97 5

Iûterest Forgfveness

lÆane

0.2

r97 6

¿-ô

t977

320.8

197 8

9.9
17 .7

1979

19.5

0.4

I980

24.8

r37.

5

96.2

Source: Cauadlan Houslng ScaÈlsrlcs, 1980, Table
27, p. 22,
Cæadlæ Houslng SÈaÈlsrics, 1976, Table
29, p. 24.
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to stimurate construction by subsidizing rents, thereby
increasing effective demand and ensuring a 'sufficientr return
to investors. Direct loans to builders reached a high of over
$320 million in l-977 and were ceased by 1980. Interest assistance will continue in the coming years as cMHc has a ten year
interest free commitment to builders under the program.
As cMHc has phased out the AHop and ARp programs it
has attempted to induce finance capital to replace this assist4

ance with graduated payment mortgages. rn effect this rnortgage
mechanism can provide the same kind of assistance without state

subsidy or capital.

The response from the private sector has
not been energetic. The initiar reaction of private lenders
5

was rather hostiler âs the forlowing excerpts substantiate,

The graduated payment mortgage program being
phased in by the federal government's CentrãI
Mortgage and Housing Corp. as the assisted homeownership plan is phased out, has no future and
is irresponsible, says W. peter Carter of

Montreal, assistant general manager of retail
lending and mortgage services foi the Royal Bank
of Canada.
He (Carter) said the cpM lending scheme is an
example of both I irresponsible lending' and 'irresponsible government t .
The major chartered banks have told central Mortgage and Housing Corporation of our concerns and
have told them bluntly that we are not prepared
to promote such a scheme he (Carter) said.

rndicative of finance capital's reaction to graduated payment
mortgages, by the end of 1990 approximatery 10,000 GpM loans,
totalling about $1.2 million on1y, have been provided.6
While the state has el-iminated interventions in homeownership and private rental housing requiring explicit subsid-
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ies and/or the provision of capital, tax expenditures that support such housing remain intact. There are three tax expenditures that support homeownership - the Registered Homeownership
Savings Plan (RHOSP), non-taxation of capital gains on princi_
pal residences and non-taxation of imputed income on equity in
owner occupied houses. RHosp's are for the benefit of those

purchasing their first

home. rntroduced in Lg74, these prans
allow a tax deduction to a maximum of $10rOO0 per year if tax
savings are placed in a special account and ultimately used to
purchase a house. The latter tax expenditures benefit the
existing homeownership class. capital gains accruing to the
owner upon the sale of his principal residence are not taxed by
the state. The appreciation in vaLue is therefore not taxed.
As well-, income on eguity in owner-occupied residences is not
taxed. rmputed income is the income an owner could receive in
the event that he chose to rent his home. rn choosing not to
rent the home, income is taken rather in kind. such income is
not subject to state taxation. Table 23 summarizes the costs
of the tax expenditures to the state in lgjg.
Tab1e 23

'"u=

tn?r'ñ1,

Ti3ill

t

"'"=

Tax Expenditure

Ðol.lars

Non taxat.ion of capital gains
on principaL residence

2,50O

Non taxation of imputed income

3,700

Regiseered Honeovrnership Savinqs plan

Total
Source:

11s

6,315

Background Document on Socia1 Housing, prepared
for ÀlL-Sector llousing Conference, ltarcn ÍSat, !.0,
based on Department oi Finance esliraies.-ô¿;å^Ë;r;
CMHC

L979.
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Housing tax expenditures constituted a $6.3 billion "housing
program" for homeowners in 1979. It is clear that tax expendi-

tures favour existing homeowners heavily as ç6.2 billion
accrued to this group while only $115 million accrued to new
homeownership aspirants. fn Chapter 3, I argued that a main
function of homeownership in our society is to make workers
into capitalists without transforrning the historic relationship
between labour and capital. The fact that homeowners can
receive large benefits from the accumulation of equity and the
appreciation of value of their dwellings contributes substantia1ly to the legitimization of private property as an institution of capitalism. State taxation of the economic benefits of
homeownership would serve to negate the strong legitimation
role of such benefits. The state has not withdrawn from its
legitimation rol-e to the degree that these tax expenditures
have been eliminated.

Certain tax expenditures have also benefitted
investors in private rental properties. Investors can shelter
income from other sources by investing in rental properties
7
that show book l-osses. such expenditures have also survived
the present transformation of housing policy. Although the
provision is renewed on an annual basis it has been in place
since November 1974 save for a period during 1980. The industry is currently lobbying vociferously for the federal government to lend some permanence to the measure for future years.
The value of this tax measure is estimated at $15 million annuB
al1y. The essence of this measure is that the state foregoes
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revenue in supplying tax cuts to upper income investors as

an

incentive to invest in housing for the renter crass. The
accumulation of capital is thus facititated for the wealthy
while housing is provided for the less wealthy.
The evolution of the state I s involvement in urban redevelopment is out.lined in chapter 3. Early urban renewal
programming fu1fil1ed largely an accumulation function as it
created the conditions for a concentration of commercial capital in areas previously occupied by the poor. programming in
the 1970rs, emphasizing the preservation and rehabilitation of
inner city neighbourhoods served rnainly a regitimation function. In late 1980, the Minister responsible for CMHC announced the termination of the community services contribution
Program effective March 31, 1982. with the termination of this
program, the federal government will withdraw assistance to
municipalities for the provision of municipal infrastructure,
and social, cultural, and recreationaL facilities.
rn 1980,
9
spending under the program totalled nearly $87 mi11ion. A
press account of the Minister I s announcement provides some
insight into the reasons for ending the program.
The community services contribution program is
the first project funded from the governmentrs
social affairs renvelope' to be marked for elimination since the Liberals returned to power in
the February 18t,h el-ection.
Cosgrove said he considered many of the items
funded through the program I soft projectsr that
had to give way because of the governmentrs t,ight

fiscal situation. 10
It is apparent that the elimination of the program is re1ated

-
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directly to the state fiscaL crisis and the erosion of the
welfare state"
rn addition to the above program changes, rent contrors, and/or rent review established in most provinces in the
mid 1970rs, at the request of the federal government as part of
its wagd and price controls program, have either been eliminated or are being phased out, or at least, strongly reviewed.
Alberta eliminated rent controls in 1990. The B.c. government
announced its intentions to eliminate controls in early April
11
of this year. The B.c. Rentalsman's office estimates that uncontrolled stock will constitute 63 per cent of the total
t2
rental stock by 1983. rn 1980,'78 per cent of total rental
13
units \^Jere under contnols.
Subsequent to winning a majority government in

ontario, the Conservatives have initiated an extensive review
of rent review in the province. under the rent review program
in ontario, a ceiling of 6 per cent was established for rent
increases. A political debate is currently being waged over
whether the ontario government is going to at least raise this
ceilirg, if not eliminate the program. The forlowing guote from
the ontario Housing Minister (craude Bennett) suggests that at
least the 6 per cent ceiling will be raisecl.
I think we rre all practical enough to understand
that if you retain it (rent controls) it has to
be more in line with what the cost of living is.
You canrt go along forever and a day saying
yourre going to have (only) a six per cent increase in rent. L4
The province of euebec, in reverse of the trend toward
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the elimination of rent contrors and/or review in most provinces, in the spring of this year, strengthened its controls.
Saskatchewan seems to be standing pat.
Representatives of the federal political and administrative systems now publicly oppose rent controls. They have
thrown in their lot with the building industry and right wing
apologists (like the Fraser rnstitute) who have opposed rent
controls dogmatically since their inception. suggesting that
rent controls have been a major determinant in the current
slump in rental construction, the federar Minister has said,
one of the reasons people arenrt building is that
theyrre not getting
a return on Èneir investment because the return, the income they can

earn from that, is control_led. 15
I think most objective people wil-l agree that
rent cont,rols were the main cause of the problems
\{e have . 16
The president of CMHC, Ray Hession, putting rent con-

trors in a negative light has uttered the folrowing,
Rent controls can create more problems than they
solve and the hardest hit are õften among those
whom the measures are designed to protect
those
of ]ow income . 17
Hession is referring to the possible negrect of maintenance by
landlords and the lack of choice and mobility for renters as
negative effects of rent controls.
Rent controls are essentially a state imposed limit
on the rate of profit received from rental properties by ]andlords and investors, for the benefit of renters who enjoy
restricted rent increases. With the removal of rent control-s
the accumulation of capital resumes unrestricted by the state.
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In L979, during the brief Conservative interlude a
shelter allowance scheme was introduced as a possible new
housing measure. In a speech to the national- conference of the
Housing and urban Development Association of canada, the then
Minister responsible for cMHc recounts the governmentrs plans
prior to defeat,
the bricks and mortar approach will take
too much t,ime. Direct subsidies in the form of a
shelter allowance is a less expensive approach
over the long term..
. Such a program should
be included in our options for assisting in the
delivery of housing in the eighties.
. . . : concept of a housing al_lowance
was interrupted
not forrnally assessed by
Cabinet. But informally
I .
received support in principle from the prime
Minister and the Minister of Finance. 18
The idea has resurfaced recently under the Liberal government.
The federal Minister has been "flying" the idea in private
sector and provincial- government milieus. The proposal was
given a particurarly high profile in the early months of this
year. In early February, the federal Minister discussed
shelter allowances in an address to HUDAC.
ft means that in contrast with such countries as
Britain, there wí1l be a public commitment to a
viable private rental sector. The temptation to
try to supplant privately owned by publicly owned
stock will significantl-y diminish. A housing
a1l-owance means that primary reliance wil_1 continue to be placed on the private sector to meet
the housing needs of Canadians. 19
The ideological motivation behind the proposed shelter allowance program is rather clear. with a public housing approach
to providing low income housing, rents are subsidized by the
state while ownership and control of capitar (housing stock)

r32 remains with the state.

under a shelter allowance scheme,

rents are subsidized by the state while capit,al accumulates in
private hands. Private accumulation will be even more
enhanced if rent controls are not in p1ace.

Housing the poor through shelter allowances will also

serve to further divide the poor. Notwithstanding the social
control function of state owned and non-profit housing, tenants
have organized and coll-ectively opposed exploitation.

As such

tenants can readily idenlify the members of their group and
their land1ord, a degree of collective awareness based on
common

experience has emerged. With shelter allowances,

individual tenants will receive a monthly cheque from the
state. Their ability to identify the members of their group
will be severely undermined, in turn undermining collective
action. rndividuarized¡ dependence on the state will be an
effective means of social control.
At an All-Sector National Housing Conference, sponsored by the canadian ReaI Estate Association, cosgrove said:
c . the time has clearly come for all of
those truly interested in the meeting of peoplets
housing needs to seriously consider the idea of a
housing allowance,
. .20
However, the following passages from a Globe and Mail articl-e
suggest that although a program had been in the works for 1981,
it has been delayed.
The federal government I s pJ-an to give renters
long awaited break on housing costs has been

relegated to a low priority item, Public
Minister Paul Cosgrove has acknowledged.

Ï,r7orks

a
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Mr, Cosgrove who three weeks ago said he would
introduce the housing shelter allowance this
year, admitted in an interview on Saturday that
the government will not provide funds for the
multi-rni11ion doll-ar program for at 1east IB
months. 2I

It seems likeIy that funds previously allocated to the Community Services Contribution Program will be shifted to a new
shelter allowance program. As Cosgrove suggested in announcing
the termination of the CSCP program.
If lrm going to have any elbow room to come in
with new programs, f have to find my own room. 22
So far the initiative amounts to posturing, though it seems inevitable that a shelter al-lowance program will be es tabl ished
in the not too distant future.
Concl us ion

In this thesis f have attempted to develop a critical
analysis of state housing policy changes effected through the
latter 1970's and early 1980is. The analysis, following neoMarxian theory is grounded in the identification of contradictions endemic to the existing social formation. That is, r
argue that the current transformation of housing interventions
is a function of the state fiscal crisis and its response to
that crisis. The fiscal crisis, following o'connor emanates
from the growing contradiction between the increasing socialization of the costs of production and continued private
appropriation of surplus va1ue. Further, I argue that the
continuing housing crisis is based in the contradiction between
the housing and labour markets. The raison dretre of state
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housing intervention is to manage the latter contradiction.

Fina1ly, f have identified contradictions between the state's
macro economic policy and its housing interventions. State
monetary policy and wage and price controls have undermined the
stat,ers housing goals.
Since the inability of state-regulated capitalism to
provide adequate shelter to all society's members is rooted in
the above systemic contradictions, this inability will endure.
State intervention has not in the past, and cannot in the

future, alleviate these contradictions. At best it has been
more or l-ess successf ul in amel-iorating the ef fects of such
contradictions. The extent to which the state has been
successful in containing the housing crisis is historically
related to prevalent economic and social conditions.
Through most of the post-war periodr âS economic
growth was strong, inflation

low and real incomes were rising,

the state was generally successful in meeting the housing needs
of most of society. This is not to say that the state has ever
created conditions in which the poor coul-d be adequately
housed. I am only suggesting that the middle and upper classes
have for the most part, been well housed.
During the 1970rs growth declined, inf l-ation
increased, and real incomes began to fa1l. As we11, the fiscal
crisis emerged and sharpened through the l-atter 1970's. As a
conseguence, the staters efforts to manage the contradiction
between the labour and housing markets was interrupted. This
interruption has continued into the 1980's"

13s

A resurrection of state housing intervention is dependent upon a number of factors.

rf the state is successful
in ameliorating its fiscal crisis in the short term ( it cannot
achieve this over the long term as the fiscar crisis is
endemic), it may create some room for increasing its housing
expenditures. An improved fiscal position is dependent upon
the success of the National Energy program in increasing
revenues and decreasing expenditures. rt is al-so dependent
upon the future success of the state in creating the conditions
for increased economic growth, thereby bolstering its revenue
base. r have argued in this thesis that state economic policy
intended to stimulate growth (e.g., monetary policy and wage
and price controls ) has to date had the effect of concentrating
capital. Accumulating capital is being employed for nonproductive corporate mergers rather than productive investment.
This trend will continue. To improve its fiscal position, the
state could also increase its revenues through taxation. Raising personal income taxes would constitute a significant withdrawal of legitimation, likely to spur strong opposítion among
the middle cl-ass. As such, the state is unlikety to exercise
this option. Raising corporate taxes woul-d be contrary to the
staters strategy of facilitating capital accumulation in the
hope of encouraging a new round of investment. Therefore, increasing corporate taxes is not likely to occur
In the future, the state wil-l al_so continue to "rearrange" its fiscal crisís. That is, the federal government
will- increasingly attempt to shift expenditures to the provin-
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cial rea1m. The federal finance Minister has already served
notice that his government intends to shift expenditures in the
areas of social services, health, and continuing education to
the provinces. There seems to be a similar agenda in the area
of housing. The federal government has already announced its
plans to terminate its community service programming. As weI1,
since it has remained firm in its stance that homeowners will
have to bear the burden of current mortgage rates, the provinces may be forced to provide assistance. Alberta recently
announced a new program to subsidize homeowners through its
mortgage corporation, in turn capitalized through its Heritage
Fund. Other of the wealthier provinces may follow suit. ft
is important to note that the federal strategy will not solve
the fiscal crisis, it will simply shift the burden to other
1eve1s of government.
The costs of managing the housing crisis would be reduced considerably if interest rates were to faIl.
Thus housing intervention would be more feasible fisca1ly. Interest
rates may ease sJ-ight.ly in the immediate term but their historic rise will- continue as the international economy becomes
ever more integrated. As such, relief in the discrepancy between incomes and housing costs through a reduction in mortgage
rates is not on the horizon.
The future of state housing intervention will also be
affected by the extent to which the state can continue to withdraw legitimation without threatening mass loyatty. To date,
public opposition to cutbacks in housing has onry been sporadic
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and isolated.

The two most recent attempts to mobiLize opposi-

tion to the lack of state relief for mortgaged homeowners
facing renewals, attracted only a handful of protesters. The
elimination of public housing in urban areas has, so far triggered a less than vociferous response from tenant organizations. ProvinciaL governments and federal opposition parties
have pressed the government to intervene. Thus some level of
protest over the housing crisis has been channelled through the
system of formal democracy. But why hasntt mass loyalty been
eroded as a result of the withdrawal of legitimation? r would
of fer the foJ-lowing hypothesis.
To date' the most severe effects of housing cutbacks
have been felt by the poor. A portion of the lower middLe

class have been affected by high mortgage rates, but due to
past levels of state intervention, the middle class is generally still not suffering. The poor in our society have always
been considered "undeserving"; that is, at fault for their

situation. This middl-e class belief is rooted in the dominance
of our societyrs individualist ideology. rt is not accepted
that poverty is systemic, or inherent to the social formation.
Thusr âs the poor are undeservirg, the middl-e class has not
begun to question the legitimacy of the social formation. As
long as the ideology of possessive indivídualism survives mass
loyalty will be sustained.
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1980, Table 64, p.56,

As indicated in Chapter 3, accel-erated depreciation provisions
can result in a rental- project having a positive cash flow
while showing a book 1oss.
Budget Speech 1980, op.cit.,
CMHC,

Ottawa

p.27"

Canadian Housing Statistics

1980, Table

27

, p"22,
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