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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate

Tuesday, May 20, 1958.

With leave of the Senate,

The Honourable Senator Aseltine moved, seconded by the Honourable 
Senator Pearson—

That the Report of Central Mortgage and Housing Corporation for the 
fiscal year ended the 31st of December, 1957, be referred to the Standing 
Committee on Finance for consideration and report.

After debate, and—

The question being put on the motion, it was—
Resolved in the affirmative.

J. F. MacNEILL, 
Clerk of the Senate.

«
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MINUTES OF PROCEEDINGS
Thursday, June 5, 1958.

Pursuant to adjournment and notice the Standing Committee on Finance 
met this day at 10.30 a.m.

Present: The Honourable Senators Hawkins, Chairman; Beaubien, Bur- 
chill, Crerar, Dupuis, Horner, Leonard, Pearson, Quinn, Reid, Robertson, Smith 
(Queens-Shelburne), Taylor (Norfolk), Turgeon, White and Woodrow.—16.

In attendance: the official reporters of the Senate.

The Committee proceeded to consideration of the order of reference of 
May 20th, 1958.

Mr. Stewart Bates, President, Central Mortgage and Housing Corporation, 
was heard.

At 12.30 p.m. the Committee adjourned until Thursday next, June 12th, 
at 10.30 a.m.

Attest.
JOHN A. HINDS,

Assistant Chief Clerk of Committees.
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THE SENATE

STANDING COMMITTEE ON FINANCE

Ottawa, Thursday, June 5, 1958.

EVIDENCE
The Standing Committee on Finance, to which was referred the report 

of the Central Mortgage and Housing Corporation for the fiscal year ended 
31st December, 1957, met this day at 10.30 a.m.

Senator Hawkins in the chair.
The Chairman: Gentlemen, we have a quorum. Will you please come 

to order.
It will be recalled that at the organization meeting the question was 

brought up as to the adequacy of the terms of reference. Following the 
meeting the question was referred to the Steering Committee, and Senator 
Beaubien, Senator White and myself had a talk with the Government leader, 
Senator Aseltine. The leader thought that the terms of reference were wide 
enough to cover most everything we would need. However, he did say that 
if we had need for wider terms, to come back and he would facilitate our 
having them approved.

You will recall that the terms of reference, as moved by Senator Aseltine, 
on May 20th last were as follows:

That the report of the Central Mortgage and Housing Corporation 
for the fiscal year ended the 31st December, 1957, be referred to the 
Standing Committee on Finance for consideration and report.

In speaking to that motion, the leader said:
I would like to say a word on this motion now. It appeared last 

night from the debate which we had on Bill C-10, to amend the 
National Housing Act, 1954, that a number of senators would like to 
have the whole matter of housing fully investigated with respect to 
the past, present and future, and to have the National Housing Act 
itself looked into. The purpose of my motion is to give the work 
of this inquiry to the Standing Committee on Finance, which would 
call officials of the Central Mortgage and Housing Corporation and any 
other witnesses it might desire to hear.

I think these terms are broad enough, but I have had a talk with the 
Clerk of the Senate, who said that he thought we would first have to know 
what further powers we needed before we attempted to amend the terms 
of reference. If we reach that stage, we could bring a report to the chamber 
and ask for the authority we required. I gave this information to the Steering 
Committee, and it was decided that we should carry on as we were until we 
found what further authority we might need. I trust that action meets with 
your approval.

We have with us this morning Mr. Stewart Bates, President of the Central 
Mortgage and Housing Corporation, Mr. J. S. Hodgson, Liaison Officer of the 
Corporation, and Mr. K. C. Joynes, Executive Director, of the Corporation. It 
will be recalled that at the organization meeting I said that Mr. Bates had
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8 STANDING COMMITTEE

indicated his willingness to prepare a brief in connection with this matter. He 
is now here, and I will ask him to deliver his prepared material. Further, 
I would ask honourable senators to refrain fr.om asking questions until Mr. 
Bates has completed his presentation.

Mr. Stewart Bates (President, Central Mortgage and Housing Corporation):

Gentlemen, I was not quite sure what you would require of me, and so 
I prepared what I thought would be a lead for you into this problem of housing, 
and also the Crown corporation. In fact, our annual report covers two distinct 
Acts: the National Housing Act and the Central Mortgage and Housing 
Corporation Act. I thought, therefore, that my statement to you this morning 
should be twofold, one covering the operation of the Corporation, in case you 
wish to investigate the Crown corporation to some extent, and, secondly, the 
part dealing with housing itself. So that as a lead I have here the two parts. 
I might say, gentlemen, that we are very happy to have the opportunity to 
come before you, as often as you please, because we are devoted to this 
problem, and to have a group such as you interest yourselves in it is the most 
desirable thing that can happen as far as we are concerned.

Mr. Chairman, my I proceed; and I think, gentlemen, you might just 
wish me to read this, and read not too quickly.

Mr. Chairman, may I be permitted at the outset to express my appreciation 
of the opportunity you have afforded me to appear as a witness before this 
committee. If it is your pleasure, I would like to make an introdutory statement 
on the Corporation as an instrument of Government, on its physical organiza
tion, on its purpose and functions and on housing in Canada in its broadest 
terms. I will then try to the best of my ability to answer any questions and 
to amplify my statement in any way that you may wish.

The position of Crown corporations in our Governmental structure is not 
easy to analyse. They present, as a group, more dissimilarities than points of 
likeness in origin, purpose and modes of operation. I mean, for example, that 
a Crown corporation like the Canadian National Railway must, by definition, 
be given the powers and freedoms that are accorded to the Canadian Pacific 
Railway almost, because it has to compete with that institution. An organiza
tion like Polymer, on the other hand, something that is fairly remote from any 
citizen, can run itself in a fairly independent fashion. A corporation like the 
Canadian Broadcasting Corporation or Central Mortgage, which finally gets 
before households with all the problems of wet basements and doors that won’t 
close, is quite clearly much more political in its total connections, much 
closer to the political scene. Every member of Parliament has some complaint 
brought to him by a potential or existing home owner. Therefore the contrast 
between, shall we say, Atomic Energy, and an operation like ours is very great 
indeed, in terms of relationship with the Government, with the minister and 
with the public. Some are direct agencies of the Government, attached to a 
Government department, while others are proprietary and governed by a 
Board of Directors responsible to the Government. Some obtain their funds in 
the form of Government loans, others receive statutory appropriations from 
Parliament.

In the case of Central Mortgage and Housing Corporation, a Board of 
Directors manages our affairs and conducts our business; we receive funds in 
each of the ways I have mentioned, through particular sections of the statutes 
under which we operate.

One of these statutes is the Central Mortgage and Housing Corporation 
Act, 1945 which established the Corporation. The others are the National 
Housing Act, 1954 and the preceding Housing Acts of 1935, 1938 and 1944.
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The Annual Repart of the Corporation is a blended review of operations under 
all the Acts. Because most aspects of housing come within the fields of property 
and civil rights—a subject that is, of course, reserved under the British North 
America Act to provincial jurisdiction—the National Housing Act provides 
for encouragement of the investment of funds for housing production rather 
than direct control of the production or use of the nation’s housing stock. 
Central Mortgage and Housing Corporation is the Crown agency responsible 
for carrying out all functions of the Federal Government in the housing field. 
These are based almost entirely upon the provisions of the National 
Housing Act.

In enacting its housing legislation, Parliament has defined the areas in 
which the Corporation may operate, has provided the necessary funds, has 
imposed overall limitations, has generally expressed terms of a dollar volume 
of business beyond which the Corporation may not proceed without further 
Parliamentary sanction and has accepted liability for the Corporation’s actions.

Broadly speaking, the Corporation acts in an advisory capacity to the 
Government and is responsible to Parliament through the Minister of Public 
Works. Approval by the Minister or the Governor in Council is required on all 
policy matters and all important financial items.

Central Mortgage and Housing Corporation consists of “the Minister and 
those persons who from time to time comprise the Board of Directors.”

I think you will find that in most Crown corporations the minister is 
not included. That is one difference between us and others,—that in the Act 
itself the minister is defined as part of the corporation.

The Board of Directors consists of a President and Vice-President and 
eight other members—three of whom are selected from the public service of 
Canada. The remaining five are appointed from outside the public service and 
in practice they have been selected as representatives of various facets of 
Canadian endeavour, including the fields of architecture, social service and 
labour. The President and Vice-President hold office for a term of seven 
years.

The three directors selected from the public service are appointed by 
the Governor in Council and hold office during pleasure. The five directors 
selected from outside the public service are appointed by the Minister, with 
the approval of the Governor in Council, and hold office for a term of three 
years.

Our board is made up of eight people: three public servants appointed by 
the Government, five outsiders appointed by the minister and approved by 
the Government.

There are two appointments made by the board itself: those are the 
appointments of the president and the vice president, but these have to be 
confirmed by the Governor-in-Council. So in effect the Governor-in-Council 
has a close control over the total formation of the board.

The statute provides that there shall be an Executive Committee of the 
Board of Directors consisting of the President, Vice-President and two other 
directors selected by the Board.

Section 17 of the Central Mortgage and Housing Corporation Act provides 
for an authorized capital of $25 million, which was paid to it by the Minister 
of Finance when the Corporation started operations on January 2, 1946. Under 
the same statute, the Corporation may establish a reserve fund of $5 million 
out of its profits and, after building up this reserve, is required to pay, and 
has paid, all its profits to the Receiver General. The Corporation is required 
to pay income tax.
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Section 31 of the Central Mortgage and Housing Corporation Act requires 
that the Minister shall, with the approval of the Governor in Council, appoint 
two auditors to hold office for a term not exceeding two years, to audit the 
affairs of the Corporation.

You recall, gentlemen, that under the Financial Administration Act of 
1951 the Auditor General of Parliament was given power to audit all Crown 
corporations. In our case he has approved the appointment of outside auditors, 
each for two years, to act on his behalf.

The Corporation also has statutory borrowing powers. The legislation 
authorizes the Minister to advance to the Corporation from time to time out 
of the Consolidated Revenue Fund funds for purposes specified in the National 
Housing Act and the Central Mortgage and Housing Corporation Act. In return, 
the Corporation gives to the Minister debentures undertaking to repay such 
advances with interest.

The income of the Corporation is derived from interest earned on loans 
made under the Housing Acts, property rentals, interest earned on the 
Corporation’s share of Federal-Provincial agreements, interest earned on 
insured mortgage loans, fees earned for services rendered to Government 
agencies and net profits realized on the sale of real estate.

These are fully spelled out in our financial statement. In the covering 
document that I have prepared for you today I have not gone into any detail 
with respect to this financial statement, but of course I would be happy to 
do so if you so wish.

In its early years, the Corporation was one of the Crown Corporations 
that had little to do with the public directly. It dealt with lending institutions 
according to a well-defined pattern set out in the statute and the Regulations. 
It enjoyed considerable autonomy. In 1947, two extensions of function increased 
the Corporation’s contact with the public: by taking over Wartime Housing 
Limited, the Corporation became landlord to 17,000 tenants, a number that 
soon increased to 50,000 with the build up of Veterans’ housing at the end of the 
war. Authorization was also given in that year to make direct loans. Since 
1935, governmental participation had been in the form of a share of each loan 
jointly with a lending institution. The 1947 amendment enabled the Corporation 
to make the full amount of the loan in cases where mortgage financing was 
not otherwise available.

In 1949, an amendment to the National Housing Act made the corporation 
an agent of the Government, subject to Federal Government and Governor 
in Council approval, in negotiating Federal-Provincial housing and land 
assembly agreements. In addition, the Defence Production Act assigned the 
building of Department of National Defence housing to the Minister of Public 
Works, an authority that is, in turn, delegated to the Corporation.

I believe, Mr. Chairman, that my statement to this point may serve for the 
moment as a broad description of the nature of the Corporation, its management 
and its relationship with the Government and with Parliament. I would now 
like to turn, if I may, to the physical deployment of the Corporation and its 
personnel throughout the country.

By the very nature of its business, the Corporation enters into contractual 
relationships on a day-to-day basis with many individuals and organizations 
from one coast to the other. To facilitate these operations and to provide the 
speed and quality of service that the public has come to expect in housing mat
ters, it has been necessary to establish a fairly extensive field office system.

In discussing our physical structure, it is perhaps proper to start with 
Head Office. This, as you know, is located in.Ottawa on the Montreal Road. Then, 
there are five Regional Offices, one each in Halifax, Montreal, Toronto, Winnipeg 
and Vancouver. Members of the Committee will have noted on the inside 
back cover of the annual report the location of other field offices.
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Under our presently constituted form of organization, head office and 
Government is responsible for “what” our field offices do; while the regional 
offices ensure that the duties are properly carried out. Including a head office 
strength of 520, our total staff numbers 1,889 persons. Three years ago it num
bered 2,350 persons. I bring this to your atention, honourable senators, to 
indicate that although our business has increased in three years we have been 
able to effect certain economies in operation. This staff includes compliance 
inspectors, appraisers, plans examiners, supervisory staff, clerical personnel 
and technicians, including architects and engineers.

The Corporation is, for all purposes, an agent of Her Majesty and the 
powers it has may be exercised only as an agent of Her Majesty. There is only 
one exception—the employment of personnel.

We are free to hire or fire personnel. We do not come within the Civil 
Service Act nor do we come within the Superannuation Act of the federal 
Government. I might say that that freedom of hiring and firing is not quite so 
free as you might imagine. As a corporation in Ottawa, we have pretty well 
got to follow governmental classifications whether it is with respect to stenog
raphers, architects or engineers. We are pretty well committed to government 
classifications. I think I may say in my three years with the Corporation I am 
only aware of two civil servants who have resigned from the Government to 
come to the Corporation. I am one of them. On the other hand, I am aware of 
hundreds of resignations by employees of the Corporation who have gone to the 
Civil Service. I think this is an indication that we are not overpaid at our end 
of the field. However, this is just a commentary break in passing. I think the 
employment of personnel is most important in permitting re-organization. We 
could not have re-organized as we did and dispensed with 500 personnel had 
we been under the Civil Service Commission.

Senator Crerar: Hear, hear.
Mr. Bates: This could not have been done. These changes are more definite 

than the framework which constitutes the Civil Service. I would say, in passing, 
that we do regard ourselves as part of the public service of Canada.

Members of the Committee will have read on Page 2 of the Annual Report 
a very* brief summary of the specific functions of Central Mortgage and Housing 
Corporation. Perhaps it would be helpful, Mr. Chairman, if I now amplified this 
statement of responsibilities.

The first of these in the order shown in the report is to insure mortgage 
loans on new housing made by private lenders—banks, life insurance and 
trust and loan companies and other approved lenders. This is an arrangement 
that was introduced with the National Housing Act, 1954. It was at the same 
time, and in an effort to encourage the flow of private mortgage funds into 
new housing, that the chartered banks became, for the first time in Canada, 
approved lenders under the Act.

I have continued here with a couple of paragraphs to try and define 
for you what an insured loan is. Some of you will know this but perhaps 
I could go through it anyway.

Perhaps I can best define an insured loan by describing quickly the 
procedures followed. An individual home-owner applicant may go to an 
approved lender of his choice with the plans and specifications for a specific 
house on a specific lot. If the lender is satisfied with the proposal and has 
funds available, he assumes responsibility for ensuring that the borrower is 
credit-worthy. He then submits an application to the local office of the 
Corporation. The lot is inspected by us, the plans are examined to ensure 
that they comply with the building standards and an evaluation of the proposed 
property is made. As of 1958, preparation of the building standards became 
a responsibility of the Division of Building Research, National Research 
Council, instead of the Corporation.

58540-6—3
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We find ourselves up to this point being in the invidious position of being 
the legislator. That is, we were making the standards and we were the police
men to police these standards and we were the judges to determine whether 
the standards were properly complied with or not. So we have been able to 
break out of this unpleasant situation and we have passed the legislative 
function of the making of standards over to the National Research Council, and 
we have become merely the policemen of the standards now.

Based on the evaluation or appraisal, a loan amount is determined from 
the formula set out in the statute and the approved lender is informed that 
the Corporation is prepared to insure a loan in that amount. If the borrower 
finds the loan amount acceptable, physical inspections are made by the Cor
poration during construction and, if mortgage advances are to be insured, the 
lender is advised of the amount and timing of such advances.

It should be emphasized that the funds used for an insured loan are those 
of the lender—that is, banks, life insurance and trust and loan companies 
and other approved lenders—but the lender is substantially insured against 
loss by the Government. The borrower pays an application fee in cash of $35. 
That is supposed to cover our cost of the appraisal and the inspection of the 
house during construction. It costs us about $120 to do this job. An insurance 
fee is charged against the mortgage account.

This fee makes up the mortgage insurance fund that was referred to in 
the discussions of the Senate, and as set out in our statement. We are the 
trustees of that fund. It now amounts to over $30 million. The fee, 2 per cent, 
is paid by the borrower but the insurance is for the lender in case something 
goes wrong. If there is a foreclosure the fund is used to recoup the lender. 
He claims on the Corporation for his insurance.

A house builder may also obtain insured loans through an approved 
lender of his choice and the procedure is precisely the same until a purchaser 
comes forward. At that point, the purchaser assumes the mortgage obligation 
and the builder is released from the covenant. Similarly, rental accommoda
tion may be financed by an insured loan. Here, the amount of loan is based on 
80% of the lending value and the maximum period of repayment is 25* years.

It is under the insured loan arrangement that the bulk of National Housing 
Act loans has been made since 1954—at least until'last year when private 
funds were flowing less freely.

Interest on an insured loan may be at any rate agreed to by the lender 
and the borrower but must not presently exceed 6% per annum. The amount 
of loan is based on 90% of the first $12,000 of lending value—the Corporation’s 
evaluation,—together with 70% of the balance of lending value. The maximum 
loan for a single family dwelling is $12,800. Loans are repayable in monthly 
instalments, together with interest, over a period of 25 to 30 years.

Another function of the Corporation is to provide guarantees to banks on 
loans made for home improvement purposes and to life insurance companies 
and private investors of their returns from moderate rental housing projects 
built by them.

A home improvement loan is intended to finance the improvement of 
existing houses. The loan may be applied to the cost of labour, materials and 
equipment for any of a wide variety of alterations, repairs and permanent 
additions. The maximum loan available is $4,000 for a one-family dwelling. 
Loans are repayable in monthly instalments, together with interest, in not 
more than 10 years. The current rate of interest is 6% and the lender is 
required to collect from the borrower an insurance fee of 1% of the amount of 
the loan.



FINANCE 13

Section 14 of the National Housing Act authorizes the Corporation, under 
certain conditions, to guarantee for a premium, returns of private investors 
from moderate rental housing projects. While this section is technically oper
ative, the related loans under Section 15 are rarely available through approved 
lenders and the Government has instructed the Corporation that “direct” loans 
are not to be approved in this category.

The Corporation is also authorized to offer guarantees to life insurance 
companies for low cost or moderate cost rental housing projects or to institu
tional investors for land development. There has been no activity under these 
headings in recent years.

A third function of the Corporation is to make mortgage loans on low and 
moderate rental housing projects to prospective home-owners unable to obtain 
loans from private NHA lenders; and through agents of the Corporation to 
borrowers for low cost housing.

Under Section 16 of the National Housing Act, the Corporation, with the 
approval of the Government, may make a loan to a limited-dividend housing 
company to assist in financing the construction of a low rental housing project. 
A loan under this section may not exceed 90% of lending value. The present 
interest rate is 4£%. The period for repayment may not exceed the useful life 
of the project and, in any case, may not be for more than 50 years. The 
borrower enters into an operating agreement, with the Corporation fixing 
rentals, income ranges of eligible tenants and the establishment and use of 
reserves.

Section 40 of the National Housing Act authorizes the Corporation to make 
any type of loan that may be made by an approved lender under Part I of the 
Act where, in the opinion of the Corporation, a loan is not available to a satis
factory applicant through an approved lender. These loans are made on the 
same terms as if they had been made by approved lenders. This refers to parts 
of the country where there are no lenders, such as small towns and rural areas.

In 1957, a shortage of mortgage funds from approved lenders under the 
National Housing Act developed and, in spite of a substantial increase in the 
Corporation’s direct lending operations, the volume of new residential construc
tion declined and the building of smaller and lower priced homes suffered the 
most. A reduced rate of approvals also forecast a drop in construction during 
the winter of 1958.

To meet this situation, the Prime Minister announced on August 21, 1957 
that the Government would make available about $150 million for small home 
loans in all parts of the country. This amount was augmented by an additional 
$150 million in December. The funds were made available to borrowers through 
the approved lenders acting as agents of the Corporation. In other words, 
federal Government funds were used to supplement the flow of private mort
gage financing but the loans were placed by approved lenders for a fee. Loans 
were approved for home-owner applicants, builders and rental investors. 
Builders were limited to 25 loans in each area in which they were bona fide 
operators and rental investors were restricted to 100 units each. The so-called 
agency arrangement was suspended on April 10 because the funds provided by 
Parliament were virtually exhausted.

As members of the Committee will recall, a further amount of $350 million 
was recently provided by amendment to Section 22 of the National Housing 
Act. It is the Government’s intention—and the Corporation has been so 
instructed—that these funds be placed directly by the Corporation on a 
residual basis—that is, we are now concerned primarily with supplementing 
the supply of mortgage money for low cost housing in areas where normal 
lending facilities are not considered to be adequate.

58540-6—3i
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For home-owner applicants, these areas include centres with populations 
in excess of 55,000; and a bona fide builder may apply in any area, regardless 
of population. Many of the limitations of the agency arrangement have been 
carried over for the present, including requirement that the aggregate of 
Corporation loans and loans obtained under the 1957-58 agency arrangement 
may not exceed 25 units for any one builder. That is, the builder is still under 
the 25-unit limit put on last September.

Applicants for Corporation loans will be required to obtain refusal letters 
from at least two approved lenders normally expected to make loans in the 
area.

In other words, we stand as a residential lender anywhere in the country. 
If a home owner or builder comes to us with a refusal letter from two approved 
lenders, we stand in a residual position ready to lend, if he is credit worthy 
and if the project is satisfactory. In other words, the agency arrangement is 
for the present cancelled, and we have become a direct lender—not through 
the agency operation, but directly as a residual lender; and the 25-unit limit 
is maintained on the builders as at present. It may well be modified by August 
in preparation for winter work. This may be reconsidered by the Government 
if there seems to be a demand for rental accommodation, and if it seems advis
able to consider augmenting the next winter program; but at this moment 
there is an adequate flow of mortgage funds going to builders, and we stand 
ready with part of these new funds we have available to step in every 
instance where a loan is not available.

The authority of the Corporation to buy and sell mortgage loans is given 
by two statutes—the National Housing Act and the Central Mortgage and 
Housing Corporation Act. Under Section 11 of the National Housing Act, the 
Corporation may purchase an insured loan from anyone who owns one; make 
loans to an approved lender on the security of insured loans; and sell to an 
approved lender any obligation owned by the Corporation, insured or otherwise.

Parliament apparently had in mind that these insured mortgages might 
be given greater liquidity, that they might some day become a kind of mortgage 
bond to be traded, bought and sold in the secondary mortgage market. A small 
mortgage market has developed: some $200 million of these mortgages have 
been sold over the past three years, mainly by banks selling them to pension 
funds and institutional bodies of that type. So, there is a small secondary 
mortgage market already developed.

So far as the Corporation is concerned, we have not been able to engage 
in the purchase of these mortgages, because the Government has not seen fit 
to use this instrument. Had the Government seen fit to do so last fall, instead 
of appointing banks our agents, we could have gone out and bought their 
mortgage paper from them on the understanding that they would put the 
new funds into housing.

This would have been another way of achieving the same end; we could 
have bought the mortgage paper from them, the funds could have gone ip to 
housing, we could have held the mortgage paper, and if at any future date 
the banks were flush with funds again, they could buy the paper back from us. 
But this kind of market operation has not developed. The sale of mortgages 
have been bilateral sales like banks to pension funds.

The funds for purchase transactions may be provided from the Corpora
tion’s capital or its reserve or out of money appropriated by Parliament under 
Section 22 of the National Housing Act. The only sales to date have involved 
the sale to the Bank of Montreal of approximately 200 residual direct loans. 
By a reciprocal arrangement, the mortgage loans so sold were re-sold to the 
Corporation’s pension fund.
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I found myself as a trustee of the pension fund in our Corporation, unable 
to buy one of our own loans because of some technicality in the National 
Housing Act. So, we had to sell the loan to the Bank of Montreal, which is an 
approved lender, and it re-sold it back to the pension fund.

The principal reasons for lack of activity under this section are that 
the life insurance companies generally invest for holding purposes; the banks, 
by policy, do not sell mortgages until insurance policies have been issued; and 
the Corporation has made no active effort to purchase loans from approved 
lenders.

The Corporation holds mortgage assets in respect of joint loans made 
under earlier legislation and also as a result of loans made to individuals or 
corporations under various lending provisions of the National Housing Act. 
We also hold mortgages and agreements of sale associated with sale of Corpora
tion property. Statements IV and V on Page 31 of the Annual Report show the 
distribution of these assets.

Under Section 36 of the National Housing Act and complementary provin
cial legislation, the Government of Canada and the Government of a Province 
may enter into agreements for the construction of houses for rent or for sale. 
This is known as the Federal-Provincial arrangement. To the present time, 
activity under this Section has been limited by policy to rental projects—no 
houses for sale, only rentals.

Capital costs are borne 75% by the Federal Government and 25% by the 
Provincial Government. The Provincial Government may require the munici
pality to participate in the 25% Provincial share. Amortization of capital costs 
is spread over periods not exceeding 50 years. The rates of interest at which 
the Federal and Provincial Governments advance money are based on their 
current long-term borrowing rates. On completion of a project, the capital 
recoveries from rentals are shared by the governments. Any operating deficits 
are shared in the same way as original costs.

These rental housing projects are of two types. The scale of rent is decided 
according to a man’s income and the number of children he has. For instance, 
a man may live in a four-bedroom unit and pay a rental of only $25 a month, 
while another tenant in the same project with fewer children and a higher 
income may pay $75 a month, and his subsidy may be nil.

In full recovery projects—that means recovery of capital and interest, 
where the project pays its own way—rents are set at a level sufficient to amor
tize capital costs and to cover operating expenses. Federal-provincial housing 
projects are initiated by the municipalities which submit applications to the 
province.

On much the same basis, Federal-Provincial land assembly projects are 
intended for the provision of serviced lots in areas where the lack of fronting 
services is impeding house construction. Cost of land assembly projects are 
financed 75% by the Federal Government and 25% by the Province. The 
Province may require the municipality to bear part or all of its 25% share. 
Municipalities are responsible for the initiation of land assembly projects.

The Minister of Public Works may enter into agreements with munici
palities to assist in the clearance, re-planning, rehabilitation and modern
ization of blighted and substandard areas. The assistance is by financial 
contribution not exceeding one-half of the cost of acquisition and clearance 
of the area, paid either to the municipality or to the municipality and the 
province jointly. The Corporation acts as agent of the Minister for the 
purpose of such agreements.

In 1956, Parliament broadened the provision of this Section. Whereas 
cleared sites formerly had to be used for a low cost or moderate cost rental 
housing project or for public purpose, like a public park, the cleared area
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is, under the amendment, to be used for its “highest and best use”. This 
may be for commercial or industrial purposes as well as for housing or 
for a public purpose but the area, at the time of acquisition or after re
development, must be substantially residential. That is, before the 
redevelopment or after it must be substantially residential in order to 
justify the participation by the federal Government in the project.

The amount of Federal grant was also formerly limited to one-half 
the difference between the lesser or the actual or estimated cost of acquisi
tion and clearance and the price or value of the cleared land. Under the 
amendment, the Federal Government may pay to the municipality up to 
one-half of the cost of acquisition and clearance. The proceeds from the 
sale or other disposition of the cleared site are shared equally by the munici
pality and the federal Government. That is to say ,we pay half the cost, 
and we share half the proceeds.

Also under the National Housing Act and with approval of the Govern
ment, the Corporation may make arrangements with a Province, or with a 
municipality with the approval of the Province, for grants to conduct special 
studies of conditions in urban areas, regarding the improvement of housing, 
the need for additional housing or urban redevelopment.

The Corporation may construct, own and manage housing projects 
on its own account and on behalf of Federal Government departments and 
agencies. Following World War II, the Corporation assumed the management 
of housing units constructed for munition workers by Wartime Housing 
Limited and a number of projects constructed by Housing Enterprises of 
Canada Limited. In addition, the Corporation constructed housing projects 
for the families of veterans and has also undertaken the management of 
housing*projects owned by other government departments or agencies. At 
the end of 1957, the Corporation had under management 13,690 units in 
single and multiple unit projects in more than 100 municipalities across the 
country.

During the peak years we had more than 55,000, but gradually we have 
disposed of these by sales to the tenants. So, we have gradually brought 
down our position as landlord to 13,000, as it stands today.

The Corporation has designed and administered the construction of 
housing and certain other buildings on its own account and for govern
ment departments and agencies. Its responsibilities comprise architectural 
and engineering designs, calling of public tenders and the administration 
of the construction contracts—including any necessary on-site surveys and 
engineering. On such contracts, the Corporation carries out full architectural 
and engineering inspections. Incidentally, the other departments of Govern
ment pay us a fee for doing this.

Under Part V of the National Housing Act, Central Mortgage and 
Housing Corporation is instructed to encourage the development of better 
housing and sound community planning and to conduct housing research. 
Similarly, under Section 26 of the Central Mortgage and Housing Corpora
tion Act, the Corporation is directed to undertake research on mortgage 
financing. Consequently, the Corporation is concerned with building tech
nology in the formulation of standards for housing construction, in the use 
of suitable materials and in the development of new building techniques. 
The economic research activities of the Corporation are focussed mainly 
upon measuring the value and volume of new residential construction, 
analysing the sources of funds used for new house building, measuring the 
flows of mortgage lending in Canada and studying the demand for housing 
as it is related to population increase, demographic characteristics, income 
levels and the stock of housing.
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The Corporation also examines proposed project layouts of house builders 
or land developers applying for loan insurance under the National Housing 
Act. These developments range from small housing projects under 100 units 
to large scale enterprises, including the development of new towns. Apart 
from information provided direct, the Corporation has a statutory responsibility 
for causing a wider public understanding of sound community development. 
The principal instrument for this purpose is an independently-incorporated 
national society of volunteers, the Community Planning Association of Canada.

As a service to the public, the Corporation has published a series of books 
illustrating houses and the Canadian Housing Design Council, formed in May, 
1956 and sponsored by the Corporation, is dedicated to the encouragement 
of the best in house design. The President of Central Mortgage and Housing 
Corporation is a member of the Council and the Federal Government, through 
the Corporation, gives support to the Council.

I am afraid this is developing into a lengthy discussion but with your 
permission, Mr. Chairman, I would like to proceed to consider briefly the 
subject of housing in general and to explain how the Corporation’s activities 
relate to the general improvement of living conditions in Canada.

There are at present over 4,000,000 occupied dwellings in Canada. About 
J million of these are on farms, nearly j million in small communities, about 
2f million—by far the largest part—in towns and cities and their immediate 
fringes.

Our housing stock is not a constant thing. Its composition changes con
tinually as new houses are built and old houses are abandoned or destroyed. 
At any time, it will vary considerably as to quality and age. In recent years 
the total number of dwellings has been growing fairly rapidly, but not much 
more so than population.

Canada will need a bigger stock of housing in the future; how much bigger 
will depend upon many factors: the rate of population increase, movements of 
population and, to some extent, on the general standard of living. This suggests 
that a large volume of new house building must be put in place during the 
years ahead, both to provide the necessary expansion in the stock-and to take 
care of replacement needs.

Members of the Committee will recall the Gordon Commission estimate 
that Canada’s population by 1980 might be 26,000,000. Our present population 
is about 17,000,000. The actual number of houses needed to meet this increase 
will be based largely, of course, upon the net gain in the number of new 
families. It has been estimated that by 1980 there may be an additional 
2,500,000 additional families in Canada. We know we have six million children 
under 18 at school. So this is not a fool’s guess: we have these people with us 
now; they are our very own.

Not only families require dwellings. Many dwellings are occupied by single 
persons and by non-family households. To take care of this need, a further 
250,000 new dwellings would be required. In addition, a sizeable number of 
housing units are destroyed or withdrawn from the stock each year. This 
process takes place irrespective of the number of families in the country. 
Houses are destroyed by fire; houses are torn down to make way for other uses, 
such as the building of streets or highways or industrial or commercial build
ings; houses are condemned by municipal authorities.

Consequently, between now and 1980, some 200,000 dwellings might be 
required for replacement purposes. The figure could be much higher. An 
accelerated highway programme or a higher volume of slum clearance or a 
more stringent enforcement of local housing by-laws—any of these would 
increase the number of houses removed from the stock and raise the replace
ment figure.
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Consideration must also be given to augmenting the housing stock to offset 
overcrowding. The last census of population in June, 1956 indicated there were 
285,000 families sharing accommodation with other families. This is about the 
same number as in 1946. Moreover, the supply of rental accommodation in 1956 
was reasonably tight—and it still is—and the number of vacant rental units 
was lower than some might consider desirable. A 2% vacancy ratio is generally 
considered to be normal.

Then, there are many dwellings that might merit immediate replacement 
because of their condition. We have built a great number of housing units— 
more than 1,150,000 since the end of the second world war. These have helped 
to improve overall quality, but there are still many low-income families living 
in poor and unsanitary housing. How seriously one considers this problem 
depends upon one’s own views on adequate housing. You will appreciate, 
gentlemen, that this is a matter on which we as a corporation have no 
views. This is a matter of social decision, as to need. Some people may 
say “Today there are no people living in tents; therefore you do not need 
any additional housing”. Other people will say “We have a quarter of a 
million people living in slums, therefore we do need additional housing.” 
This is a social criterion; a social-political decision has to be made; and as 
far as we of the Corporation go we have no comment to make upon it. So if 
anyone says to us, “How many houses do we need in Canada?” I simply have 
to say “You had better tell me.” We can tell you the number of overcrowded 
houses, the number of old houses, the number of decrepit houses; but it is a 
social criterion that has to be made somewhere politically to determine exactly 
what the need is. That is why we are avoiding that question with this fairly 
innocuous statement. Presumably our estimate of what is adequate will change 
as the general standard of living improves.

When the last comprehensive check on the state of our housing was made 
in 1951, it revealed that 20% of our rural and 9% of our urban housing was 
in need of major repair; that more than half the rural dwellings and not quite 
6% of the urban dwellings lacked inside running water; that about 350,000 
dwellings—or nearly 10% of our whole stock—was more than 75 years old 
and that a further 500,000 units were from 50 to 75 years of age.

In its study of housing requirements between now and 1980 and taking all 
these factors into consideration, the Gordon Commission estimated that some 
3,500,000 new houses would be required. This would mean an average rate of 
building of 152,000 units per annum, higher than that which has obtained 
during the last two or three years. As shown in Table 1 of the Annual Report, 
starts in 1956 numbered 127,311 houses; in 1957, 122,340. As you know, Mr. 
Chairman, the number for this year is likely to reach 140,000 new dwellings.

So we are far behind the 152,000 mentioned by the Gordon Commission.
As I suggested earlier in my statement, most of the money for house

building in Canada comes from private sources. This is true even at times 
when the Government is conducting a large lending programme with public 
funds.

This situation arises in the first place out of the fact that one in every 
six dwellings is financed privately without mortgage assistance. Apart from 
large rental projects, usually of a luxury nature and financed outside the 
mortgage market, a considerable number of new homes is financed by the 
owners themselves. This type of housing may be found at either end of the 
income scale: it is built by the wealthy man who does not need a mortgage 
loan or by the poor man who cannot get a loan.

Senator Horner: How does he get a house?
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Mr. Bates: It is a do-it-yourself proposition. This is the shack group 
you see around all large cities; people doing building by flashlight in the 
evening; some, with a little bit of co-operation, as in Nova Scotia, but that is 
really the only province doing much co-operative housing. I am referring to 
the poor man at the lower end of the income scale, that is $3,000 a year and 
under, who really cannot get into mortgage borrowing he must finance himself, 
perhaps getting a loan from a bank on the side, but doing it the very hard 
way often as a do-it-yourself proposition.

One-third of the new houses built are financed by conventional loans. These 
are provided either by private individuals or credit unions or by lending institu
tions, such as life insurance companies, trust and loan companies and fraternal 
organizations. Lending institutions are prohibited by law from making loans 
for more than 60% of the appraised value of a property. There is, of course, 
no limit on the amount of loans made by individuals and credit unions, but 
generally these lenders also limit themselves to a maximum of 60%. Terms 
of conventional loans, including rate of interest, are not controlled.

The remainder of the new housing is built with some form of participation 
by the Federal Government. During the last 10 years, this has been the case 
with between one-third and one-half of all the new houses in Canada. A small 
number are built for government use or result from direct government invest
ment. Examples of the first type are married quarters constructed for the 
Department of National Defence or housing built for government employees 
in remote areas—Department of Transport and so on. In addition, there has 
been a small volume of public housing, the funds for which are provided partly 
by the Federal Government and partly by provincial or municipal govern
ments.

Housing is also financed under government lending programmes other 
than the National Housing Act; these include the Veterans’ Land Act and the 
Canadian Farm Loan Act. The numbers are small.

The bulk of the housing which involves Federal government participation 
is now built with National Housing Act mortgages, either under the insured 
loan arrangement or with funds provided by Parliament and advanced to the 
borrower by Central Mortgage and Housing Corporation. These loans provide 
for longer terms, lower rates of interest and smaller down payments than would 
be available elsewhere and many families are thus enabled to acquire a home 
of their own.

One of the continuing problems of new house financing is the need to 
ensure a steady and sufficient flow of mortgage money. The principal lenders 
are also large-scale investors in other forms of securities, such as government 
and corporate bonds. Thus, when the demand for long-term money by govern
ments or corporations is high, the supply of mortgage money tends to be 
tight. In such times, rates of interests in the capital market rise. This affects, 
in particular, the supply of money for NHA insured mortgages since the 
maximum rate of interest that can be charged on such mortgages is limited 
by legislation. The rates are established by Order in Council; the govern
ment is subject to certain limitations in setting the rates. For example, the 
maximum rate on NHA insured mortgages cannot exceed by more than 2\% 
the current yield on Federal 20-year theoretical bonds.

By contrast, there is no ceiling on rates of interest charged on conventional 
mortgages loans and lenders consequently prefer to direct their money into 
this type of loan, particularly when interest rates are rising. The main brunt 
of any shortage of mortgage money therefore falls on the National Housing 
Act sector of the housing program. This, as members of the Committee are 
aware, was what happened last year. Moreover, it was apparent at the time
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that in the inevitable competition for the limited number of NHA loans being 
made by private lenders, families of modest means were finding it increasingly 
difficult to get financing.

I may say that, the supply of mortgage funds being limited, the lenders 
were able to select their borrowers with a little more care, and they were able 
to select a higher income group than they might have normally. It was in these 
circumstances that the Government last September announced the small loan 
programme.

Another factor in the Government’s decision to broaden the Corporation’s 
lending activities was its concern about the employment situation in the building 
trades. Whenever the volume of mortgage lending drops, the cutback in em
ployment tends to be small for a time. Work continues on houses that have 
already been financed and are under construction. But, if the shortage of money 
continues, men are laid off as the houses are completed and the volume of 
building falls.

Work in the industry has always been extremely seasonal because of the 
difficulty and expense of carrying out certain building operations in the winter. 
It seemed, therefore, that because of a combination of circumstances an undue 
reduction in building operations might occur during the latter part of 1957. 
The Government’s action in stepping up the rate of federal lending was there
fore prompted on two scores.

Central Mortgage and Housing Corporation is expected at all times to have 
a full and complete knowledge and understanding of housing conditions. It 
then has the responsibility of advising the Government on the outlook and 
wether or not there will likely be sufficient mortgage money available from 
private sources to maintain any particular volume of new house building. 
However, the decision to enter the mortgage market on a large scale to make 
up an anticipated deficiency and, for that matter, any decision relating to the 
size of the housing programme considered necessary, must lie with the 
Government.

It is not enough merely to encourage the construction of new housing. 
It must be built in the right place and at a price that prospective home-owners 
can afford. This is the problem of distribution and it is equally true of rental 
accommodation.

The Corporation’s actions have no direct effect on the type of housing built 
and financed outside the National Housing Act. But the terms and conditions 
on which the Corporation undertakes to insure and make loans, as well as the 
conditions under which the Federal Government invests money in public 
housing, do determine the type of housing built under the Act. By these means, 
the government can bring its influence to bear on sizeable proportion of the new 
residential construction built in any year.

The National Housing Act, 1954, was introduced primarily to assist middle 
income families to meet their housing needs—either by enabling them to acquire 
a home of their own or by providing rental accommodation they can afford. 
There is nothing in the Act to prevent Canadians with higher incomes applying 
for NHA loans. Some have, in fact, done so. The vast majority of higher income 
persons have, however, found it suits their interests • better to finance their 
housing through conventional loans. As I mentioned earlier, the maximum 
NHA loan is $12,800. There is no maximum loan amount for a conventional 
loan. Even though some lenders cannot make conventional loans exceeding 
60% of the value of the property, such loans can, and often do, exceed the NHA 
maximum if the value of the property is high enough.

Unfortunately, there are families that do not qualify for NHA loans because 
their incomes are too low. The Corporation therefore encourages private enter
prise to build low rental accommodation by providing loans to limited-dividend 
companies. To provide for families at even lower income levels, the Federal
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Government joins with the provincial governments in erecting publicly owned 
rental housing. As I have already indicated, in some of these public housing 
projects the rents are subsidized. Even where the rents are not directly sub
sidized", the use of government funds for building permits lower rents to be 
charged than would otherwise be possible.

The Minister of Public Works has indicated on several occasions that the 
Federal Government is prepared to join with the provinces in building ad
ditional public housing where it is required, but that the initiative must come 
from the province and, even before that, from the municipality concerned.

The National Housing Act has undoubtedly been successful in encouraging 
home ownership. This arises in part out of the fact that the amount of loan 
available for a property of given value is higher under the home ownership 
sections of the Act than under the rental sections. Furthermore, some of the 
Corporation’s direct lending programmes have been restricted by government 
policy to home-owners or to builders building for sale for home-owners. Loans 
for rental property, for example, were not made in the latter stages of the 
agency loan programme and, under the new small home loan arrangement, 
the Corporation is not providing—for the moment at least—loans to finance 
rental properties. This is by Government policy. This in no way affects the 
Corporation’s special lending programmes, such as the limited-dividend ar
rangement to which I have just referred. Just the same, the bulk of new rental 
accommodation built in this country in recent years has been financed outside 
the National Housing Act.

It will be a surprise to no one that there has been a sizeable increase 
in the cost of new housing in recent years. This is equally true of houses 
financed under the National Housing Act and by other means. For example, 
the average cost of a single-family house sold by builders under the National 
Housing Act increased from $10,456 in 1951 to $13,462 in 1956, or an advance 
of nearly 30% in five years. During the last quarter of 1957—and this is 
the most recent figure available—the average price of such a house was 
$14,362. In other words the rate of increase is still rising.

The increase in house prices has been accompanied by a fairly sharp 
rise in the average income of NHA borrowers, from $4,103 in 1951 to $5,312 
in 1956. By the end of 1957, the average income of borrowers under the Act 
was $5,737.

These statistics have been interpreted by some to mean that the National 
Housing Act is no longer fulfilling its true purpose that is, it is serving a 
more well-to-do clientele than originally intended. This, Mr. Chairman, is 
not entirely correct. For one thing, private lenders always accommodate 
those whom they consider as the best risks and during the last year or so, 
with mortgage money in short supply, lower income families have found 
it more difficult to obtain loans.

Undoubtedly, this explains part of the recent rise in the average income 
figure for NHA insured loan borrowers. Apart from this, however, incomes 
of Canadians in general have been rising. We have all tended to move up 
the income scale together, even if some managed to move up a little faster than 
others. So, on these grounds alone, an increase in the average income of 
those buying NHA homes might have been expected. The average income of 
buyers of almost every other kind of product also went up.

It is perhaps worth noting that, at least during the years 1951-1955, the 
demand for NHA housing increased in all income ranges—that is, among the 
lower third, the middle third and the upper third. The lower third has 
never bought more than a negligible proportion of NHA housing.
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I believe it is entirely possible that the rise in the price of houses has 
forced some prospective borrowers out of the market. We know that under 
the agency loan programme the average income of borrowers has been 
consistently lower than under the insured loan arrangement. Monthly pay
ments have been lower and the houses smaller. Both have tended to bring 
new buyers into the market.

The average income under the agency arrangement was under $5,000 as 
against the $5,700 I mentioned earlier against the N.H.A. So we have got 
down to a slightly lower income band.

The rise in the cost of houses during these years resulted from many 
factors. About one-fifth of the increase between 1951 and 1957 was attributable 
to an increase in the size of house built. The average floor area of houses 
under the National Housing Act has increased from 1,091 square feet in 1951 
to 1,185 square feet in 1957. A very substantial average increase in the size 
of house. These figures do not include the floor areas of houses financed 
under the agency arrangement, since they were limited in size by regulation.

An additional one-third of the increase has been owing to higher land 
costs. The remainder (44% ) arose largely out of increased construction costs. 
In other words, higher wages and higher material prices accounted for less 
than one-half the increase in the cost of new houses during this period.

Of all these influences on rising house costs, the most troublesome is, 
in our opinion, land—particularly in our urban centres. Acre after acre 
is swallowed up each year—yet the demand continues inexorably. And this 
is one reason, of course, for our problem—scarcity, even in vastness that is 
Canada. There is lots of land, but to be of use for new construction, water 
and sewer installations must be provided. This brings about the second 
problem—increasing costs of underground services. Thirdly, the average 
standard of these services has improved—adding still further to the costs. 
Then, to an increasing extent, services formely paid out of local improvement 
taxes are being capitalized and charged to the borrower. Finally, there is 
no provision within the terms of the National Housing Act for financing trunk 
services to a new subdivision.

Some have pointed to the septic tank as a solution. We do not agree, Mr. 
Chairman; we have witnessed too often the almost disastrous results of a 
heavy concentration of septic tanks. We do believe, however, that there must 
be an answer and the search for an answer is a task we have set ourselves.

I am convinced that a major' contribution the Federal Government has 
made towards improving housing and living conditions in Canada has been 
its encouragement to new house building by extending financial assistance to 
home-owners and builders and rental investors under the National Housing 
Act. More homes have been built than would otherwise have been possible and 
in this way the Corporation, through its operations, has helped to ease the 
housing shortage and to reduce overcrowding.

The Federal Government’s program has also had a considerable impact 
on the quality of housing built. By insisting on sound building practices and 
on the use of good materials in all NHA houses, the Corporation has, I believe, 
raised the general standard of house building. NHA building practices are 
being adopted by an increasing number of builders, irrespective of how the 
houses they are erecting are being financed. Both the public and the lenders 
are demanding a higher standard of construction because of their familiarity 
with NHA building requirements.

The Corporation is also concerned with maintaining the quality of existing 
houses. It encourages owners to improve and modernize their properties 
by using the facilities afforded by the Home Improvement Section of the Act.
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In some instances, a whole district of a town or a city may have become 
blighted. In these slum areas, it is no longer, a question of patching and 
salvaging individual properties but of renewing and redeveloping the area 
as a whole. A slum is not only an eyesore, an affront to the sensitive. It is 
a stagnant pool in which are propagated disease, crime and delinquency and, 
as such, is a monstrous financial drain on the community.

Many municipalities in Canada are awakening with a rude shock to the 
r.ealities of slums and are anxiously searching for ways and means of eradicating 
the blight, of providing a better human environment for its citizens. As I 
indicated earlier, the National Housing Act is available as a potent weapon 
in the war on slums. In the first place, the Corporation may share with a 
municipality the cost of its redevelopment program. In 1957, studies were 
completed in Halifax, Saint John, Winnipeg and Vancouver, and Federal grants 
were made for studies in Hamilton, Sarnia, Regina and Trail. Secondly, the 
Federal Government shares with the community on a 50-50 basis the net cost 
of acquiring and clearing the land, which may be put to an entirely new use 
more in accord with the present requirements of the city. Or, as in Regent 
Park South in Toronto or the Jeanne-Mance project in Montreal, the land 
may eventually become the site for a Federal-Provincial low-rental public 
housing project, the costs of which ar.e shared by the Federal Government with 
the province 75-25.

Mr. Chairman, I apologize for the length of this review. I think you will 
agree, however, that housing is a vast and complex subject. I hope my remarks 
have been helpful to members of the Committee.

The Chairman: Mr. Bates, both personally and on behalf of the committee 
I wish to thank you for your most comprehensive statement. Admitting it 
has been long, it has covered the subject much better than would have been 
possible by approaching it in a piecemeal fashion. I do not think you need 
apologize at all for having taken any of our time.

Hon. Senators: Hear, hear.
The Chairman: The meeting is now open for general discussion and 

questions and answers.
Senator Reid: As so much information has been just given to us in this 

statement by Mr. Bates I think it might be wise to give us a little time to think 
it over. The statement contains much material that many honourable senators, 
I am sure, have never been acquainted with. As this is a problem which we 
want to study very thoroughly, I would suggest that we be given time to look 
over the statement and then return to ask questions. It is just a suggestion 
and I am prepared that we continue to sit now.

The Chairman: I am pleased that you have suggested that, for I think 
it would be impossible to give an opportunity now to everyone to ask questions. 
We could adjourn now to return another day to ask questions. I believe you 
all have copies of Mr. Bates’ statement, and by Tuesday evening I expect to 
have the printed copies of these proceedings available for honourable senators. 
In the meantime if anybody wishes to ask questions we would be glad to have 
them.

Senator Smith (Queens-Shelburne) : Mr. Chairman, I wonder if I may 
ask Mr. Bates to comment on the technique of the Central Mortgage and 
Housing Corporation as to its encouraging the building of low-cost homes in 
the rural area. I am thinking in terms of fishing communities, and such, where 
a person may put in some of his own labour. At the same time, I would ask 
him to comment on whether or not he thinks the fact that this kind of 
program has not been taken advantage of in the Maritime provinces is in part 
responsible for the fact that there were fewer starts in that area this spring 
than last year? As I understand it, the starts in the spring are acually about 
8 per cent.
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Mr. Bates: Yes, I think it is true to say that at no time has the Corporation 
been encouraged by the Government to go out and try to sell its services in 
rural areas, or even in urban areas. The general attitude has been that we are 
standing behind the financial institutions and behind the Government, but that 
we are not doing any front desk selling job in terms of housing. Mr. Green has 
drawn this to our attention, and has asked us to devote increased attention to 
such areas as you are interested in.

We are now proceeding to follow this course. We are, for example, instruct
ing our branch managers when they go through smaller towns—and we have 
a great many of them in Canada—to make a point of stopping and meeting 
the reeve or mayor, as the case may be, let him know what services we have 
available, leave some literature with him and some with the weekly newspaper, 
and in that way see if we can follow it up and do a little more development 
in the smaller areas.

It is an interesting fact that one will observe in a certain small town 
there may be perhaps ten new N.H.A. houses built in the past five or six years, 
while in a near-by village there are no N.H.A. houses. On inquiry we find 
that Mr. A. in the first community built an N.H.A. house, and he got the 
scheme started, while in the second community no one initiated it and so no 
houses were built.

With respect to your other questions, senator, we are very much concerned 
with the situation, but less so in Shelburne than in Newfoundland where a 
really different type of house has to be provided for the shore fisherman, for 
example. He cannot provide himself with the kind of housing that we would 
think of as being appropriate to the suburbs of Saint John, Halifax or else
where. A much lower cost house has to be found, and a house oh which there 
can be a substantial amount of do-it-yourself operations.

We have been working with the people of Newfoundland on this type 
of project, and we have evolved a type of house that can be constructed in 
two stages: the first section could provide him and his family with adequate 
accommodation for about a year, and the second stage could be carried out 
by the fisherman himself without employing any labour. That is, he could 
have the basic unit started, and additional rooms later.

Senator Dupuis: Excuse me. May I ask you, in those cases where the 
fisherman is allowed to do the work himself, is a certain amount for his wages 
allowed as a deduction from the loan?

Mr. Bates: Yes. We do not reserve this for fishermen only, but for house 
builders anywhere. We will make an allowance for the labour the owner puts 
into the house. For example, we do this in all the co-operatives in Nova 
Scotia: an allowance is made for what a man puts in himself; that is part of 
his equity, part of his down payment. We are quite willing to contemplate 
that in the case of any home owner, but clearly I think the point that the 
senator from Shelburne is raising would be the whole question of low cost 
housing.

May I say, it is very difficult to define what is low cost housing. I do 
not know what it means. I know what cheap housing is, but low cost housing 
is something different. If we are thinking in the terms of the lifetime of the 
house, its maintenance, upkeep, repairs and so on, it may be a very cheap 
house to begin with, but may run into a very substantial repair cost later on. 
For instance, a man may find a cheap lot 10 miles out of Ottawa and place a 
low cost house on that lot. Then he and his five children spend the rest of 
their lives driving in and out of Ottawa to business and school. In such a 
case the expenditures he makes on his automobiles are really part of the 
housing cost—he can’t avoid it.
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We have been working with the builders in the country on this question 
of low cost housing. We told the builders that while C.M.H.C. is maintaining 
the Standards, the builders are responsible for the cost of housing. We told 
them to go out and build us a house, not to the C.M.H.C. Standards, and if it 
was reasonable we would approve it.

One such house was built in Preston, Ontario, and a very good one; I 
believe that the builder is contemplating putting one up in Halifax. The cost 
of the house built in Preston, without the land, was $7,500. In other words, by 
abandoning C.M.H.C. Standards completely, they effected a saving of $450 or 
$500, below what would have been the cost on a minimum standard house.

We cannot build an N.H.A. house for $8,000, excluding land; but we are 
quite willing to go below that figure and approve the house for loan, if the 
builder can produce a lower cost house that will stand up.

Senator Dupuis: And you will authorize the loan?
Mr. Bates: Yes.
Senator Dupuis: May I ask another question? In the case where a man has 

a plot of land outside a town, and is required by the municipality to put in the 
water and sewage services, will the applicant be allowed the cost of these 
items out of his loan?

Mr. Bates: Do you mean, in the case where the applicant has to put in a 
septic tank and dig a well?

Senator Dupuis: If he has to take water from the municipal water supply 
and tie on to the municipal sewage system, can he take the cost of such items 
from his loan?

Mr. Bates: Do you mean the cost of building a trunk line from somewhere 
to his lot?

Senator Dupuis: Yes.
Mr. Bates: No, we do not go as far as that. We will allow him to put in 

the cost of the service on the project, that is all the frontal services and the 
laterals, but the Government will not allow us to finance a trunk line.

Senator Dupuis: But if these services come in close proximity to the front 
of his house, the cost of putting them in is part of the loan.

Mr. Bates: Yes.
Senator Horner: Of course the sewage and water services would mean 

greater value being placed on the house and land.
Mr. Bates: Yes, of course.
Senator Smith ( Queens-Shelburne ) : I am not sure whether Dr. Bates 

finished his comments on why there was this great difference in the number 
of starts over the national picture and the number in the Maritime provinces. 
Does it have a direct relationship to the fact that the people in the rural 
Maritime areas have not taken advantage of what you can offer them on 
reduced specifications?

Mr. Bates: I don’t think that is really much of a factor, because if one 
drives through the Ottawa valley on a Sunday afternoon, one sees very little 
N.H.A. housing in such towns as Perth. These towns have grown in the past, 
but are not growing now. This is also true of Shelburne. It is not very different 
from the picture in the Ottawa valley, as I have seen it.

Senator Smith (Queens-Shelburne) : From your point of view, you have 
no explanation for it. It is a general economic reason, is it?

Mr. Bates: Yes, except as I mentioned earlier, we are instructing our 
managers to go out and look for business in these areas and see if we can 
whip up some. Perhaps we may be able to answer that question better in six 
months time.
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Senator Leonard: May I direct a question to Dr. Bates with respect to 
the cessation of the Agency program? I notice from the report that loans have 
been approved for 16,000 dwellings between September and the end of the year. 
That program appears to be a substantial contribution to the building of 
houses; now with the cessation of that program how is the demand, which no 
doubt exists, to be filled?

Mr. Bates: When the program ended we had made 27,000 loans, which 
of course are in process everywhere across the country today. They are just 
now beginning to get on the market: I don’t know how many have been com
pleted—perhaps 2,000 out of the 25,000 have been completed and sold. Many 
have been sold, though they are not completed.

So, when we ceased the program following the election, we had something 
like $60 million worth of applications in our offices.

Senator Leonard: That is over and above—
Mr. Bates: Over and above what had been made.
Senator Crerar: Is that the election of June 10 or of March 31st?
Mr. Bates: That is at April 10th.
Senator Crerar: 1957?
Mr. Bates: No, 1958.
We went to all the approved lenders, and those who were able agreed to 

take up some of these loans from us, and finance them out of their own re
sources. Something like $35 millions of the $60 millions were taken up by 
the banks and some insurance companies, and we were left with another 
$24 million or $25 million sitting on our desks.

When the Government provided us with the funds a few weeks ago, we 
proceeded and processed these to meet the applications made earlier. But as 
from that date the agency loan arrangement has stopped. The Approved Lenders 
had—not all of them, but many of them—put out their money, and when we 
stopped putting out money they began to put their own money out much 
faster. In effect, the number of starts which we will have in May or June will 
not be falling at all, because the Approved Lenders have been taking up this 
slack. Whether they take up the sack again in September, October, November 
and December is another point. They will take up some now, and it may be 
they will have run out of funds by that time, depending on the total capital 
market.

The total number of starts to the end of May of this year has been 40,000 
as against 21,000 last year, or an increase of 86 per cent.

Senator Leonard: At that rate, how would your program be in relation to 
your target of 140,000?

Mr. Bates: If we go at this rate the starts will reach 180,000; we expect 
the rate to taper off a bit in the summer and fall.

Senator Leonard: But the small home will not be taken care of to the 
extent that it has been under the agency program?

Mr. Bates: We are still ready to lend on any home anywhere.
Senator Leonard: But not to the same extent?
Mr. Bates: Yes, to the same extent, anywhere.
Senator Leonard: The lending institutions would be concentrating as 

usual on the larger homes?
Mr. Bates: Maybe, but we are prepared to lend anywhere.
Although I may mention that when it was contemplated that we would 

not renew the agency program immediately we did see the approved lenders 
across the country, and I think generally speaking the approved lenders agreed
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with this temporary cessation of the agency program until the country digests 
this tremendous amount of starts that we have had. We did not see any 
signs of indigestion anywhere. This is a very substantial volume.

Senator Pearson: Would not this tremendous number of starts be likely 
to cause some inflation?

Mr. Bates: No, it has not put any strain on the building industry, and 
one might hope, in fact, it would increase the competition, the sales price 
competition at the sales end. But it has put no strain on the building in
dustry in terms of labour and materials, and has not forced up costs in any 
way.

Senator McDonald: May I ask, Dr. Bates, how you accomplished the 
very unusual feat of a reduction of staff, while at the same time you increased 
efficiency. It is a precedent of which other departments might care to learn 
the secret: how did you accomplish it?

Mr. Bates: We ran into slack times two years ago, or over a year ago. 
We had processed 65,000 loans in 1956. The following year it dropped to
45,000. So this gave us a chance to take a good look at ourselves. Our
structure had been put together very hurriedly in the fall of 1954 when 
the insured mortgage operation was put into effect. We had to bring in 
appraisers from England, and we had to add very quickly to the staff. By
1956, when business went down a bit, and 1957, we had an opportunity to take
a good look at ourselves. We were worried also by the thought that we 
were going to run into a deficit. This $35 fee we were charging was not 
adequate: I wanted to increase the fee, but I did not want to ask to increase 
it until we in the corporation had made sure that we had put our whole 
house in order and had done everything possible to reduce costs. So we 
began, dismissing staff and not renewing staff vacancies. At a later date, 
we brought in a Price Waterhouse team: they have been with us nearly a 
year, and we have reorganized the whole corporation. At the moment we 
are running the same operation we did two years ago. Under our former 
method of organization our expenditures would be two and a half million 
dollars higher than it is at the moment. We closed down many branches, 
turned full branches into minor branches, consolidated rental operations,—a 
town like Hamilton can do all the rentals for Kitchener and St. Catharines— 
instead of having offices scattered all over the country we were able to con
solidate. So this has been a very extensive operation. We have combined 
with it, a very extensive educational operation amongst our branches, because 
if we were to make our branch managers more representative of the general 
operation we had to change them from the standing of a merely loan manager 
to that of someone who understood the whole operations, somebody who 
understood section 36 operation and so on. We have run courses for our 
senior staff. We had 300 people in Ottawa for six weeks, each taking a 
training course, so that these managers all of whom were university graduates, 
wou'd be able to take a branch in Moose Jaw or anywhere else and be 
a true representative of the federal Government in that area as far as housing 
is concerned.

Senator Crerar: Does the corporation give assistance to the building of 
apartment blocks for living purposes?

Mr. Bates: Yes. They can come under the ordinary insured loan.
Senator Crerar: But you do not do it direct?
Mr. Bates: We have not been doing it directly.
Senator Crerar: What percentage? Have you any idea as to the extent of 

which apartments have been financed under the National Housing Act?
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Mr. Bates: Yes. I think we probably have some figures here. Last year 
we found in the fall a great many applications in places like Toronto—we 
were not getting so many from places like Halifax—for rentals, not so much 
demand for rental accommodation, but applications by builders and entre
preneurs. We had in 1956 about 25,000 units. In 1957 we had 28,000.

Senator Crerar: What do you mean by “units”?
Mr. Bates: A 100-unit apartment would be 100 units. A unit is a self- 

contained dwelling within an apartment block. That is the unit.
Senator Crerar: Well then, a residential apartment block that had accom

modation for 50 households would have 50 units?
Mr. Bates: That is right.
Senator Crerar: How many units did you have?
Mr. Bates: We had 28,000 last year.
Senator Turgeon: Do you have a control over the general nature of the 

unit itself?
Mr. Bates: If it is financed under the National Housing Act, yes, others 

are built by private capital, especially in Toronto and in Montreal, with Swiss, 
American and British capital, especially the more luxurious apartments. There 
is a great deal of foreign capital. Apartment buildings, at large, have been 
constructed primarily by conventional lenders and private capital.

Senator Crerar: Have you any information as to the total amount of 
accommodation supplied through these apartment blocks all over the country?

Mr. Bates: I suppose we could make a rough guess. Say 27,000. I suppose 
you can have a fairly typical apartment—they run different sizes—but I 
suppose one and a half bedroom apartment would be average, about 850 square 
feet area. 850 times 27,000.

Senator Crerar: I know that in the city of Winnipeg these residential 
apartment blocks are being built all over the place. Another question, Mr. 
Bates: what would be the normal increase required in the housing accommoda
tion, including apartment block units, to meet the increase in our population,— 
to meet the early needs?

Mr. Bates: Well, our family formation this year will be up a good deal 
from last year. We will have about 120,000 new families in Canada in 1958.

Senator Crerar: Theoretically that will require 120,000 new houses or 
apartment units?

Mr. Bates: Theoretically, yes. It is not the best measure, because you have, 
as I mentioned before, to take account of the number of houses that are 
being knocked down,—gas stations replacing them—the number destroyed by 
fires: a substantial replacement has to go on as well. And, as the standard of 
living rises, there are a great many more non-family households; that is, 
working girls here in Ottawa going into apartments; leaving home, even 
if their home is in the same town; they are taking apartments because of 
the higher standards of living, so that you have got a new demand for 
non-family one-unit apartments in all big cities.

Senator Crerar: It may be a question of how far it is desirable to encourage 
that by public spending?

Mr. Bates: I am not going into the morality end of it.
Senator Reid: I have one or two questions.
Mr. Bates: To answer a previous question: About 23 million square feet 

was provided last year in apartments.
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Senator Reid: On page 5 you deal with reduction in the number of 
staff. It could be inferred, and I think you did state, that many who were 
formerly employed by you went back into the civil service. I think you said 
that.

Mr. Bates: In our regular turnover.
Senator Reid: I was wondering if there were many architects or if any 

architects went into the Civil Service, because there have been so many 
blunders in a number of buildings lately that I have wondered where they 
are hiding.

Mr. Bates: We have lost some of our architects.
Senator Crerar: Would you say that the number of houses built in 

1957 was sufficient to meet normal requirements?
Mr. Bates: Yes, so long as you are not asking me to make some sociological 

decision as to the position of people who are living in the slums of Montreal 
or who are living in the slums of Toronto. But certainly, for the net increase 
in family formation, we had enough houses last year. The increase in family 
formations last year was just over 100,000, and we started about 122,000 
houses, so we were a little better than the formation last year.

Senator Reid: That leads to another question. In the last 10 months, 
according to your statements, the national housing. corporation has been 
supplied with $650 million. Now, did you expend all that? Will you run 
over the normal requirements? In other words, is $650 million based on the 
actual need for housing, or is it partially a program of unemployment relief?

Mr. Bates: Well, the first $300 million had run out by five or six weeks 
ago. Now it is not the intention that the present $350 million be put out at 
that speed. In other words, it is anticipated by the Government that this 
$350 million will keep us going for a year or two; and that is why we have 
stopped the agency arrangement at this moment of time and we are standing 
merely on residual loans to take care of those who cannot be picked up 
elsewhere. At the moment we are leaving it to the banks and other companies 
to carry the program. It may be that by next September that housing may be 
petering off in a way the Government does not like. If there has been a good 
demand for housing, if there are no unsold houses in December, it would 
probably be a wise policy for them to produce some more houses next winter. 
But it is my opinion, Senator, that by the end of the year, if we got into 
it again in September, we might have spent $30 million or something of that 
kind. In other words, it is not contemplated that the total $650 million will 
be pumped out quickly.

Senator Crerar: I quite understand that and I am not criticizing it but 
I think it is important to find out the reason why you go ahead and build 
houses if you see by next September that normal requirements are reasonably 
well met. It may be said that there is no need for more houses now but as 
unemployment grows you will be under pressure from construction men and 
through public opinion to go and build more houses to provide work for 
unemployed people. Do you think that might be a reasonable expectation?

Mr. Bates: I would think the pressure would be there. If there was 
substantial unemployment the pressure would be there. As advisers to the 
Government we have to draw to their attention the fact that if you do have— 
I dont expect there will be—100 unsold houses in Winnipeg, you would be 
very unwise to turn on the tap and produce another 100 unsold houses. We 
would have to draw this to their attention.



30 STANDING COMMITTEE

Senator Crerar: What effect will this have on reasonably good homes 
in a city or town where the owners say “I dont like climbing stairs. This 
house is 20 years old and I am going to take advantage of the opportunity 
given under Central Mortgage and Housing Corporation and get a brand new 
home, perhaps a bungalow style one.” Say that he is able to do that. What 
effect will that have on the selling value of the house he leaves?

Mr. Bates: I do not think you can theorize on this very much. Each 
house is an individual unit. It stands on its own qualities, characteristics, 
its lot and the houses around it. Certainly if a mass of people in a block all 
move out from 20-year old houses you would see some depression in value.

Senator Crerar: They would be difficult to sell.
Mr. Bates: That is right, but if it is merely one person moving out then 

the turnover is not of any consequence.
Senator Dessureault: Do you have any surplus houses in any sections?
Mr. Bates: No, we have no surplus houses anywhere.
Senator Dessureault: Including Quebec City and Montreal?
Mr. Bates: Yes.
Senator Reid: I have four or five questions listed here that I would like 

to run through. I have a question bearing on page 3 of the brief. Have you 
anything to do with veterans’ homes? I know you cover most houses.

Mr. Bates: No. The Department of Veterans Affairs looks after that.
Senator Reid: Entirely?
Mr. Bates: Yes.
Senator Reid: Is the type of house you build standard throughout Canada? 

Do they vary in any province? I ask that question because there are various 
types of houses to be recognized in each district. For instance, our houses 
out West, and in British Columbia particularly, are not entirely the same as 
those in the East. Are the standards established by Ottawa or according to 
the provinces?

Mr. Bates: According to the provinces; and there are great varieties. If 
you go through the housing development in Calgary and then go through the 
one at Scarboro you will not think they are in the same country at all.

Senator Reid: What is a single-family unit?
Mr. Bates: A single-family unit is distinct from a duplex or a triplex or 

a quadruple. A single unit is for a single family.
Senator Reid: How many rooms would a single-family dwelling have?
Mr. Bates: Two or three bedrooms. Most of them are three-bedroom 

houses now. At the end of the war the two-bedroom house was the typical 
sized one. The typical family was only one and a half and now it is three and 
a half, so three-bedroom houses are being built. Very few two-bedroom 
houses are being constructed.

Senator Reid: On page 9 of your statement you say “For home-owner 
applicants, these areas include centres with populations in excess of 55,000; 
and a bona fide builder may apply in any area, regardless of population.” I 
think that probably needs a little clarification.

Mr. Bates: Yes, I think it does. The reason it arose is that up until two 
weeks ago Central Mortgage and Housing Corporation, by Government decree, 
was not allowed to make a direct loan in any town with a population of under 
55,000 persons. But two weeks ago this limit was taken off. I do not think 
it is too well expressed in the brief, but that is what is meant by saying we 
now can make loans in a town of any size.
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Senator Reid: Would there be any restrictions, then, on districts which 
have a population of less than 55,000?

Mr. Bates: No.
Senator Reid: There are no restrictions at all?
Mr. Bates: No, you could build anywhere, even in Aklavik.
Senator Reid: What is the reason for an amortization period of 50 years 

when the federal Government and a provincial Government join hands in a 
housing project while at the same time an amortization period of 25 years is 
the limit with respect to individual homes?

Mr. Bates: Usually in the case of federal-provincial arrangements you 
get into a fairly expensive type of buildings. For example, there is Regent 
Park.

Senator Quinn: I suppose this category would include apartment houses?
Mr. Bates: Yes. This type of housing is fairly expensive and is built to 

last a long time, say 80 years, so that you are able to have a longer amortiza
tion period. This helps to get the rent down.

Senator Reid: I understand. That explains it. On page 10 of your brief you 
speak of federal-provincial housing projects initiated by municipalities. Have 
many municipalities applied for this?

Mr. Bates: For real projects?
Senator Reid: Yes.
Mr. Bates: Yes, I understand that applications have been made by Toronto, 

Montreal, St. John’s, Newfoundland, Saint John, New Brunswick, Vancouver, 
and I believe one has just been passed by the City Council in Halifax. I under
stand there are about 50 municipalities in all, including Hamilton, Windsor, 
and small towns like Goderich, Owen Sound, Smiths Falls and similar munici
palities in Ontario. In all there are about 50 or 51.

Senator Reid: It seems to me that a new principle is introduced on page 
11 of your statement. Perhaps the question I wish to ask will not be considered 
a fair one to ask you now but on page 11 you refer to the Minister of Public 
Works. You say that he may enter into agreements with municipalities to 
assist in the clearance, re-planning, rehabilitation and modernization of 
blighted and substandard areas. So far as I know this is the first time direct 
agreements have been entered into between municipalities and the federal 
Government for this kind of work. Probably I should not ask the question 
when the Minister of Public Works is referred to, but at the same time it seems 
to be a principle which was not in existence before.

Mr. Bates: I think, Senator, it is merely a textual difficulty. The agree
ment requires, first of all, that the Government of the province in which the 
area is situated should have approved the classification and clearance thereto 
by the municipality. In other words, we still require provincial approval.

Senator Reid: I am glad I asked that question.
Mr. Bates: Yes, because it is not explicit enough in the brief.
Senator Reid: My last question has to do with septic tanks. I am not one 

who advocates the construction of septic tanks but we have some peculiar 
circumstances out in the West in some of our municipalities, and I suppose 
this is true of elsewhere in Canada. I know there are districts in Vancouver 
which are 50 years old where septic tanks are still used. I know in my own 
district approval has been given for a large project where all the sewage is to 
be taken to one tank. It is just a cesspool, and I expect that 50 years will pass 
before a sewer ever goes through that district because it is just that far away 
from the sea. I am thinking that some consideration should be given to letting 
people build septic tanks under certain conditions. The home in which I am 
living has a septic tank and we have not had any trouble with it in 40 years.
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Mr. Bates: You have a big lot.
Senator Reids: No, but—
Mr. Bates: I have been there with you. You do have a big lot, senator.
Senator Reid: In any event, I claim that a modern septic tank is better 

than the cesspools that you have approved for some districts. They are far 
better; there is much less trouble with them. There was a lot of trouble with 
those cesspools last year. They will cause disease to spread because the sewage 
from 25 or 50 homes goes into one pool.

Senator Pearson: What do you call a septic tank?
Senator Reid: What do I call a septic tank?
Senator Pearson : Yes, as compared with a cesspool?
Senator Reid: A cesspool, in the case I am talking about, is a place where 

the sewage from 50 homes drains into.
Senator Pearson: It is bled out into a field? Is that what you call a cess

pool?
Senator Reid: No, what I am talking about is a project where in probably 

50 years they will run a sewer through to funnel all the sewage from the 
existing cesspool. But what ruins this plan is that houses have to have wash 
basins and baths too and it is a well-known fact that soaps and detergents will 
turn a septic tank into a cesspool.

The Chairman: Senator Reid, this discussion of septic tanks as opposed 
to cesspools is a rather technical one.

Senator Quinn: And it is getting off the track.
Senator Reid: Well, I didn’t interrupt when anybody else was speaking. 

I wanted to finish my questions and now I have.
Senator Wall: With respect to the number of municipalities entering into 

the special agreements, what percentage of the units built will be involved in 
all such agreements? In other words, suppose we take a normal year, last year, 
and we think of all these municipal arrangements for low-cost housing. I 
suppose that is what it is. What percentage of the units would be built under 
that scheme vis-a-vis the total number of the units that are built during the 
year?

Mr. Bates: About 1 per cent; 2,000 out of 120,000 last year.
Senator Wall: On page 19 of the brief Mr. Bates makes the statement: 

“Unfortunately, there are families that do not qualify for N.H.A. loans because 
their incomes are too low.”

I would say that is a strange statement in view of the situation that main
tains. Actually, although I do not wish to quarrel with the figures of the 
Quarterly Report of 1957 with respect to Canadian housing statistics, at page 
11, dealing with family incomes, I see the surveys show that the median income 
of non-farm families in Canada increased from $3,110 in 1951 to $3,829 in 1955.
I understand that this group comes in the lower third category with respect to 
incomes. I may not be interpreting this correctly, but the fact remains that in 
Canada in 1955 43.9 per cent of the families earned $2,999 or less. So in effect 
the whole National Housing Act program does not come down to meet almost 
half of the Canadian families. I understand we are trying to build low-rental 
accommodation and trying to erect publicly-owned rental housing units, but 
that percentage would be woefully small in comparison to the 43.9 per cent 
of our families. The dilemma we have to face is: can we somehow reach down 
a little bit further and find other solutions. Perhaps we could decrease the 
income that a man must have in order to qualify for a loan. To me, the basic 
problem is to somehow make sure that a greater percentage of the national 
purchasing power and national income goes to meet the needs of the people who 
cannot qualify for mortgages under N.H.A.
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Senator Quinn: Is not rental accommodation available to people in that 
class?

Senator Wall: There is, senator, but I think the percentage of such rental 
units is so small vis-ci-vis the number of single units built as to be dismally 
disappointing. This, I think, is the basic problem.

Senator Quinn: We should encourage the building of more rental 
accommodation.

Senator Wall: We should either encourage it or reduce the requirements 
on the single-family dwelling so that families in the small income bracket may 
qualify for N.H.A. mortgages. Certainly, we cannot increase their incomes.

Mr. Bates: It might be easier. \
Senator Wall: Perhaps we can decrease the basic requirements so that 

these people could qualify.
Senator Quinn: If the demand is there I wonder why the builders and 

the people who provide this type of accommodation do not take advantage of 
the opportunity of building that type.

Mr. Bates: The demand is not there—they haven’t the money.
Senator Wall: The demand is there.
Mr. Bates: The demand is not there—it is the desire that is there. I am 

sure it is the desire of every Canadian to have a nice three-bedroom house 
on a lot in the country, but many people don’t have the money for it.

Senator Leonard: And they may not necessarily want a new house or new 
accommodation ; they may be quite satisfied with the accommodation they have.

Mr. Bates: Yes. I think it should be remembered that in Canada we have 
an unusual circumstance: 70 per cent of our population live in single homes, 
and only the remainder live in rental apartments. This is a very high propor
tion in comparison with other countries: the Americans have only 61 per cent 
home' owners as against our 70 per cent, and the British, only 40 per cent.

Senator Quinn: Is that not the cause of so much embarrassment on the 
part of the municipalities today, so many single unit houses going up which 
cost a great deal to service?

Mr. Bates: Yes, it is.
Senator Robertson: Dr. Bates, you referred to the average price of the 

house now having risen to $14,362. Have you any rough scale as to what 
carrying charges and the equivalent rental of such accommodation would be?

Mr. Bates: Yes. The compilation depends on what we assume is the down 
payment to start with.

Senator Robertson: What would be the equivalent rental?
Mr. Bates: I supose somewhere around $90 a month.
Senator Leonard: You have the figure of $93 as being the average carrying 

charges.
Senator Robertson: For that size of house?
Senator Leonard: That is an average sized house.
Senator Robertson: For that size of house costing $14,362, the equivalent 

for rental purposes would be about $90 a month.
Mr. Bates: Yes.
Senator Smith (Queens-Shelburne): Plus taxes.
Senator Robertson: Yes, plus taxes.
Senator Dupuis: I move the committee adjourn.
The meeting adjourned to the call of the chair.
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Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
June 11, 1958.

The Honourable Senator Aseltine moved, seconded by the Honourable 
Senator Quinn—

That the names of the Honourable Senators Brunt, Emerson and Thorvald- 
son be added to thé list of Senators serving on the Standing Committee on 
Finance.

The question being put on the motion, it was—
Resolved in the affirmative.

J. F. MacNEILL, 
Clerk of the Senate
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate

Tuesday, May 20, 1958.
With leave of the Senate,
The Honourable Senator Aseltine moved, seconded by the Honourable 

Senator Pearson—
That the Report of Central Mortgage and Housing Corporation for the 

fiscal year ended the 31st of December, 1957, be referred to the Standing 
Committee on Finance for consideration and report.

After debate, and—
The question being put on the motion, it was—

Resolved in the affirmative.
J. F. MacNEILL,. 

Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, June 12, 1958.

Pursuant to adjournment and notice the Standing Committee on Finance 
met this day at 10.30 a.m.

Present: The Honourable Senators: Hawkins, Chairman; Baird, Barbour, 
Beaubien, Brunt, Burchill, Campbell, Connolly (Ottawa West), Dupuis, 
Emerson, Euler, Isnor, Lambert, Leonard, McKeen, Molson, Reid, Smith 
(Queens-Sherburne), Taylor (Norfolk), Thorvaldson, Turgeon, Vaillancourt, 
White and Woodrow.—25.

In attendance: the official reporters of the Senate.

Consideration of the order of reference of May 20th, 1958, was resumed.

Mr. Stewart Bates, President, Central Mortgage and Housing Corporation, 
was heard and questioned by members of the Committee.

At 12.15 p.m. the Committee adjourned until Thursday, June 26th instant, 
at 10.30 a.m.

Attest.
James D. MacDonald,

Clerk of the Committee.
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THE SENATE

STANDING COMMITTEE ON FINANCE

Ottawa, Thursday, June, 12, 1958.

EVIDENCE
The Standing Committee on Finance, to which was referred the report 

of the Central Mortgage and Housing Corporation for the fiscal year 
ended 31st December, 1957, met this day at 10.30 a.m.

Senator Hawkins in the chair.
The Chairman: Gentlemen, we have a quorum. Will you come to order, 

please? I have a slight correction to make in connection with the proceedings 
last week.

At the bottom of page 7, Mr. J. S. Hodgson is stated to be Liaison Officer 
of the Corporation and Mr. K. C. Joynes is stated as being an Executive 
Director of the Corporation. This is incorrect. The positions of these two 
gentlemen are reversed; Mr. Joynes is the Liaison Officer and Mr. Hodgson is 
an Executive Director of the Corporation.

We have with us this morning Mr. Stewart Bates, President of Central 
Mortgage and Housing Corporation and Mr. James Ross, Acting Treasurer of 
the Corporation.

Mr. Hodgson and Mr. Joynes are also present at this meeting.
You will recall that I said the other day that if there were some questions 

in connection with the financial report, we would arrange to have present one 
of the officers of the Corporation connected with that phase of it, and this 
morning Mr. Ross is here. But at the moment we will continue the questioning 
of Mr. Bates.

Mr. Bates: I think that at the last week’s meeting Senator Robertson raised 
the question as to what the carrying charges would be on a house priced at 
$14,362. We gave him an approximate answer. I thought, however, that for 
your purposes you should have a really complete answer, and I should like 
to read this into the record, and perhaps give it to the Hansard reporter.

The average sales price of $14,362 includes the mortage insurance fee. 
Assuming that our lending value and the average sales price, both excluding 
mortgage insurance fee, are equal, a total insurable loan of $12,527 would be 
obtained. The monthly principal and interest repayments, based on a 25-year 
period at 6 per cent, would amount to $80.15, which together with an estimated 
average tax figure of $20 would produce total monthly carrying charges of 
$100.15.

Additional Information
Lending value on above basis................................................................................................. $14,118
Loan Amount.............................................................................90% on $12,000—$10,800

70% on $ 2,118— 1,482
12,282

- 245.64
- 12,527.64
- 1,836

2% Insurance Fee......................
Total Insurable Loan...............
Equity required by purchaser
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A loan of $12,527 at 6% would entail the following salary requirements:

Term
Monthly Charges 
(inc. taxes at $20)

Ratio of Charges 
to Income

Monthly
Salary

Annual
Salary

$ $ $

25 years........................ .................. 100.15 27% 371 4,452
25 years........................ .................. 100.15 23% 435 5,220

30 years........................ .................. 94.50 27% 350 4,200
30 years........................ .................. 94.50 23% 410 4,920

Senator Barbour: Over how many years would that be?
Mr. Bates: About 80 per cent of the cases just now are on a 25-year basis.
I would also like to table details of apartment units, requested by Senator 

Crerar last week.

Table Showing the Proportion of Apartment Units to Total Units Financed
UNDER THE NATIONAL HOUSING ACT

Single Family % of Multiple Family % of
Year Dwellings Total Dwellings Total TOTAL

1951 .............................. 13,844 71.7 5,459 28.3 19,303
1952 ............................. 22,152 64.5 12,171 35.5 34,323
1953 ............................. 25,217 65.2 13,431 34.8 38,648
1954 ................................ 37,089 74.0 13,030 26.0 50,119
1955 ............................. 51,586 79.0 13,750 21.0 65,336
1956 ............................. 34,132 • 82.7 7,151 17.3 41,283
1957 ............................. 36,610 74.8 12,323 25.2 48,933

The Chairman: The meeting is open, gentlemen, for questions.
Senator Smith (Queens-Shelburne) : There is one question to which I 

did not find an answer in the brief or in the books that we had. What is the 
amount of insurance fee that a home owner must take care of when he enters 
into an agreement?

Mr. Bates: The home owner in Canada pays a single fee. In the United 
States he pays an annual fee, but in Canada it is computed into one single 
payment, and this is paid when the mortgage is taken; and the fee is 2 per 
cent of the loan. This fee can be added to the mortgage, 2 per cent of the loan. 
This has to be added to the mortgage.

Senator Brunt: Not 2 per cent of the whole of the loan?
Mr. Bates: Yes. It is the same thing.
Senator Smith (Queens-Shelburne) : I also notice that there is a balance of 

$30 million in this insurance fund. My understanding of this situation is that 
this insurance fund is built up in case there should be a large number of 
mortgaged homes that have to be sold. That is to take care of the loss?

Mr. Bates: Any loss to an approved lender. That is right.
Senator Smith (Queens-Shelburne) : Is it the opinion of the Corporation 

that this $30 million is sufficient or that it is too much money? You can see 
what I am getting at. I am just wondering if you can get the amount of the 
insurance down.

Mr. Bates: I think the true answer is that we don’t know. We have had no 
experience yet. Against this fund of $30 million there are standing liabilities 
of $1£ billion. That is the risk of the fund. Against this is $30 million, which 
means really that if we had 3 per cent defaults the fund would be used up. 
Three per cent defaults is very much- larger than anything we have experienced 
since the fund was inaugurated four years ago. Three per cent is a very large
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figure. However, if you look back at the experience of the depression—which 
we hope we will never have again but we must live with history as we know 
it—the defaults then ran to some 25 per cent. So we have a fund of $30 
million standing against the liability of $1£ billion. If you ask me whether 
that is adequate or inadequate I cannot tell you. If we never have more than 
3 per cent in defaults the fund will be adequate. If over the next 15 years 
we continue the experience of the last four years, then the fund will be 
more than adequate. We have had only seven claims on the fund in the last 
four years.

Senator Bouffard: Would you call a provincial moratorium a default?
Mr. Bates: I would think if you came to a situation where there was a 

provincial moratorium, this would arise because of the danger or presence of 
defaults on a large scale. So if we got into a situation like that it would 
probably mean we would have more than 3 per cent defaults.

Senator Bouffard: No doubt.
Mr. Bates: I would think so, yes. So I think, Senator Smith, the best 

we can do for the Government and the fund is to state the truth as we see it now.- 
This is not a very large fund for risks one might face. I am not thinking 
merely of the risk of 1931 but of depressions of a much lesser magnitude. We 
are aware today, for example, with the present economy and experience in the 
country, that our arrears are growing. They are not what one would call 
dangerous but there is evidence in many parts of the country that unem
ployment is putting people into difficulty. This situation is growing. It has 
not led to many actual defaults yet but steps are being taken by the approved 
lenders to try to prevent a final default. This is the last desperate step in 
the mortgage business, to get into a default situation.

Senator Euler: How far do you let them get into arrears before you 
have a default?

Mr. Bates: In the case of our own property if at the end of the month 
someone has failed to make a payment, we make an immediate check and 
before the 10th of the next month we draw this to his attention. If the payment 
is not made by the end of the second month the person is invited to come in 
and explain the situation to us and we try to find some modus operandi by 
which he can make his payment. If at the end of the third month he has 
failed to turn up or answer our letters of inquiry, we then threaten him with 
action over the telephone or by calling on him. In most cases the person 
has come forward by this time to explain his problem. It may be sickness or 
unemployment. What we try to do in such cases is work out some kind of 
contribution towards his monthly payment. In other words, an attempt is 
made to try to handle each case on an individual basis. I think this is true 
of all approved lenders in Canada as well as of the Corporation.

Senator Euler: You have no definite time then on arrears, say, five or six 
months or longer, when you take action?

Mr. Bates: No. If the person in question is honestly trying to carry his 
load, whatever it happens to be, perhaps a sick wife combined with unemploy
ment, and he is paying us only a token payment, will not be pressed any 
further than that.

Senator Euler: You have no rigid formula?
Mr. Bates: No. We think this has to be handled on an individual basis.
Senator Leonard: That concerns your own lending but what about the 

loans made by approved lending institutions?
Mr. Bates: Generally the approved lending institutions try to follow the 

same pattern.
58542-2—2
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Senator Leonard: Is there no insurance on their interest after a period of, 
is it three months?

Mr. Bates: Six months at the full rate.
Senator Leonard: Is there some kind of urge on their part to take action 

sooner?
Mr. Bates: Yes, but even there, of course, there is no urge on them to 

force someone out of the house. An attempt is made to try to get at least a 
token payment; and I think the approved lenders, banks and insurance com
panies are very sensitive to this problem; I think the very last thing any of 
them want to do is get involved in a foreclosure.

Senator Leonard: It would be easier for them, though, if the insurance 
covered a longer period of interest and arrears?

Mr. Bates: We give them six months at the full rate and twelve months at 
the rate, less two; in other words, there is an attempt to adjust for this problem.

Senator Brunt: Have you had any foreclosures in that time?
Mr. Bates: We have only had seven claims from approved lenders— 

foreclosures.
Senator McKeen: Out of how many loans?
Mr. Bates: The average loan is $10,000; it would be 150,000.
Senator McKeen: Seven or eight out of 150,000?
Mr. Bates: Yes.
Senator McKeen: Have you any record of how many have transferred from 

one owner to another; in other words, a man might get into difficulties and 
somebody else take over. Has that happened?

Mr. Bates: Yes. We do not keep a record of this; it is too difficult to 
bring it down to the individual.

Senator McKeen: I thought in the case of a man who got into difficulty for 
several months that he might endeavour rather than to lose his equity, to try 
to sell the property and get his equity out, and keep it, and there would be 
no monetary loss as far as his payments on the house were concerned.

Mr. Bates: Yes. This is happening all the time, and there are cases of dif
ficulty we do not know about between approved lenders and borrowers. We 
only find out cases where the approved lender has come to the end of the 
road and has to foreclose, but there are many adjustments made between bor
rower and lender that we don’t know about.

Senator Reid: In a case of that kind, must they have the approval of your 
department before he sells his equity?

Mr. Bates: No. There are cases I might mention where the equivalent of 
foreclosures have been made, but the approved lender has not come on the 
fund for any insurance.

Senator McKeen: He has made no loss?
Mr. Bates: He has made no loss.
Senator Euler: Would you not receive notice of the transfer of the equity? 

Would you not have some record of that?
Mr. Bates: Yes.
Senator Bouffard: I suppose the man who borrowed the money remains 

responsible, even if he sells his house?
Senator Brunt: In Ontario, Senator Bouffard, you have to elect whether 

you want to take a man who is liable on the covenant of the mortgage or the 
. present owner; you cannot have both.

Senator Bouffard: You have to make the choice?
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Senator Brunt: Yes.
Mr. Bates: None of these of course would be against the fund. These would 

be veterans’ houses, for instance, that we had sold to some one and had failed to
Senator Brunt: But has your corporation had any foreclosures in the last 

four years?
Mr. Bates: It would be very, very few. I do not recall any coming on my 

desk, and they are apt to if we have them, because usually as we are a gov
ernment organization, there is a political complaint of some kind.

Senator Euler: Has there ever been a charge against foreclosures?
Mr. Bates: No, sir. Up to the end of April we had made a gain of some 

$4,900 on these properties. We had sold most of them. Most of these cases, 
in other words, had been unfortunate human problems, family disruptions, a 
breakup of family. I think almost all the seven cases that came before us 
were of this type where, in one case, both of the parties had disappeared and 
simply left the house. In some cases there was difficulty in finding the parties 
concerned—family breakups.

Senator Brunt: Do I understand from you correctly that the seven fore
closures show a profit of some $4,000?

Mr. Bates: This is rough.
Senator Brunt: Is it the intention of the corporation to put that in the 

fund?
Mr. Bates: It goes automatically into the fund; it is the law.
Senator Euler: Would not the equity holder get some money back?
Mr. Bates: In these cases they could not be found.
Senator Brunt: Eventually they may be found.
Mr. Bates: They may be found; this is a terrible situation to be in. I 

should like every senator to know that every branch manager in the corporation 
is warned to avoid this situation if it can be avoided. That is, to avoid a 
situation where a property is turned over to us. We are merely the trustees 
of a fund set up by Parliament, we have no access to it; but our staff is warned 
that steps must be taken to try to make clear to the unfortunate parties what 
their rights are, what their equity position is, and to try to advise them to sell 
the house rather than foreclose it, if this can be taken. Every branch manager 
knows this.

Senator Reid: I am sorry, Dr. Bates, I did not get clearly the answer you 
gave a moment ago, and I think it is sufficiently'important to repeat the ques
tion. When an approved borrower purchases a property and then sells it, does 
the person to whom he sells have to become an approved borrower, the same 
as did the man in the first instance?

Mr. Bates: No.
Senator Reid: He can sell to anyone?
Mr. Bates: Yes.
Senator Brunt: There are no restrictions on the sale?
Mr. Bates: No.
Senator Brunt: There couldn’t be.
Mr. Bates: No.
Senator Leonard: I take it from what you said as to the insurance fund, 

Dr. Bates, when the loan is paid off the premium still stays in the fund, and 
does not return to the profit and loss account?

Mr. Bates: No.
58542-2—2i
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Senator Leonard: As the loans are paid off the fund will grow from 3 per 
cent, and at some stage will reach a figure which you consider adequate.

Mr. Bates: Yes sir. Of course, I do not know what that figure is going to 
be, nor do I know when that day will come.

Senator Leonard: But it will be reached.
Mr. Bates: Yes sir. I think this is something we have to learn by experi

ence over the next few years. If we have the kind of economy that is never 
going to dip down to the 1937 lows, it may be that in five or seven- years’ 
time the fund will look very adequate; and perhaps at that stage Parliament 
will consider a smaller premium. It may drop to one per cent.

Senator Brunt: Dr. Bates, I want to be sure on this point: under the 
present legislation you are compelled to put all profit that is realized on fore
closure into this insurance fund?

Mr. Bates: Yes sir, of which we are merely the trustee.
Senator Leonard: May I follow that up by asking whether the approved 

lending company is required to foreclose instead of taking what we call power 
of sale proceedings?

Mr. Bates: No, they are free....
Senator Leonard: They are free to take power of sale proceedings?
Mr. Bates: Yes.
Senator Leonard: And still claim against the fund for any loss that results?
Mr. Bates: No; they make up their minds one way or the other.
Senator Leonard: If they claim they must foreclose?
Mr. Bates: Yes.
Senator Leonard: And then the profit is turned over to the Central Mort

gage and Housing Corporation?
The Chairman: Senator Smith?
Senator Smith (Queens-Shelburne): I was wondering, Mr. Chairman, 

whether that subject had been exhausted. My question has nothing to do 
with that subject.

Senator Isnor: May I ask, Dr. Bates, would you consider in view of the' 
broadened extent of your loan policy that your risks will increase in future 
years?

Mr. Bates: This depends entirely on Government policy. If the Govern
ment policy decrees that our efforts should be' directed more and more to the 
low cost housing and low income families, which I believe is the direction in 
which we are tending at the moment, then automatically we are going into a 
greater risk class. Therefore, senator, I think this depends entirely on Govern
ment policy. Clearly, in the past few years where the decision has been in 
the hands of approved lenders, who determine whether a party is creditworthy 
or not, they have been fairly selective. That is why our statistics show the 
average family earnings under N.H.A. have gradually crept up from $5,000 to 
$5,800 this year. This was because of the process of selection of some sort by 
the approved lenders. But the risk in these cases were obviously much smaller 
than they will be if we try to get a cheaper kind of house and get down to, 
say, the $4,000 income, where the occupational risk tends to be greater.

The Chairman: Has your experience proved that, or is that an assumption 
on your part?

Mr. Bates: This is just an assumption on my part, because we have no 
experience in that field.
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The Chairman: I would not want this to go into the record as indicating 
your experience, because I am not at all sure that your assumption is correct.

Mr. Bates: This is merely an assumption—that the lower you get in income 
the greater the risk.

The Chairman: I think you will find the experience of some lending 
institutions has been that most of their losses have been in the high income 
groups and in high amounts.

Mr. Bates: This is true of some, but I still think if we get down to the 
level of providing houses for people earning $1,000 a year we are going to 
suffer more risk than if we provide houses for people earning $5,000 a year.

Senator Barbour: Have you greater demand from purchasers to buy 
houses than you have houses for sale?

Mr. Bates: I don’t think you can say we have a greater demand. We 
have not a smaller demand. As the houses come forward they are being taken 
up. For example, at the end of April this year we had in Canada, despite the 
tremendous house building program, the biggest spring production we ever 
had, and we had only two hundred unsold houses, or four days’ supply. On 
the 1st day of April a year ago we had 2,900 unsold houses, and the supply had 
not been quite as big as this spring.

So, in answer to your question, senator, all one can say is that as houses 
come forward they are certainly being taken up, and are taken up rapidly. 
For this slightly lower cost house many people at the moment are buying not 
even holes in the ground, but they have seen a model and they have been 
promised a house of that type for, say, next December. But the hole in the 
ground has not even started yet; that is, in these lower-cost houses.

Senator Baird: In other words, you have sort of sold ahead?
Mr. Bates: More than sold ahead.
Senator Leonard: I am somewhat concerned as to whether there is an 

effective demand for the 140,000 houses started this year? Are not the comple
tions at the present time the result of starts made from June of last year, 
when there was really an abnormally low number of starts, and the activity 
at the present time will not be reflected in houses completed and for sale 
until, perhaps, July, August, September, up to November? It seems to me that 
there may well be a surplus over and above the effective demand by that 
time. Can you comment on that?

Mr. Bates: Yes. I think you should recall that it is taking a little less 
time to build a house today than it was some years ago. At one stage it was 
averaging ten months, and then it fell to six, and actually in the present 
program we have many houses completed in five months. The present 
Government’s program began last summer; that is, the announcement was 
made; and starts were made before Christmas. Some of these houses are 
already on the market. I think about 4,000 of them have already been sold 
up to the end of April. So we have been experiencing, sir, since April, some 
of this increased flow of housing. It has been coming on the market since 
April and May; and it is true that the main volume will not reach the market 
until July and August. But we have no indication, sir, that builders have 
seen any difficulty in disposing of these houses. They are not foreseeing any 
difficulty; they are having enough forward orders. I am speaking of the 
country at large. There may be localities somewhere where, in fact, some 
small surplus has emerged: but if our general situation in connection with this 
continues as it is at this moment we do not foresee any national problem. There 
may be some local area where there is some small difficulty. I think I should
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mention too that last year, 1957, the family formation in Canada was about 
85,000. This year it is going to be at least 20,000 more than that, the way it 
has been running through the first five months.

Senator Leonard : I wonder at that figure of yours, because the big jump 
last year was due to immigration, and immigration has fallen off very 
considerably.

Mr. Bates: Immigration is off.
Senator Leonard: And it is not expected that there would be such an 

increase this year. Because marriages follow just a fairly normal increase.
Mr. Bates: The marriage age is still going down. Canadians are still 

marrying younger every year.
Senator Leonard: I do not think the figures to date in 1958 show any 

appreciable jump over last year, so I don’t know where the increase of 20,000 
in the family formation is to come from.

Mr. Bates: I think you should remember this, sir, that when anybody 
comes into this country it is very seldom that he can buy a house in the first 
year that he is here. The effect of immigration does not show itself in the 
housing market until about two years afterwards, until they have been here 
long enough. Actually the first-year immigrant makes practically no difference. 
So any figure that the Bureau of Statistics puts out for 106,000 new marriages, 
or the family formation, they are thinking no doubt not only of the size of 
immigration but of marriage after immigration, and all the other things that 
take place.

Senator Leonard: I think they use the figure of married women coming in, 
do they not, which rather indicates the setting up of a family at the time the 
married woman comes in.

Mr. Bates: Right. But we in the housing business would expect in 1958 
to see the immigration of 1956 beginning to come into the picture.

Senator Euler: That is, immigration has not had any effect at the start.
Mr. Bates: Not on housing. It may have an influence on rentals.
Senator Smith ( Queens-Shelburne) : I would like to mention something 

which was referred to at the last meeting, with regard to the encouragement 
of low-cost homes. Doctor Bates seemed to indicate to me that they were 
giving special attention to this problem in the province of Newfoundland, where 
it is felt that there is a greater need of new and better housing than they now 
have. If anything is done that will solve the financing problem, will it be in 
a form that will be adapted to all provinces, and not to particular localities?

Mr. Bates: I think that must be so. What faces us is the need for a much 
more modest type of house, for the remote area, shall we say. I don’t care 
whether it is in Newfoundland or up at Killaloe or Barry’s Bay, or in the north 
country somewhere. But, the need for a more modest type of house. We 
think that we have to design one of these. We know that the approved 
lenders would not lend on them in the past. Now we are in a direct lending 
position we can lend ourselves on them.

Senator Brunt: Pardon me: you say that approved lenders would not lend 
on them in the past, even though the loan was guaranteed?

Mr. Bates: They have not particularly liked to.
Senator Brunt: Did this come out, that they refused a loan on the type 

of house you are now describing?
Mr. Bates: The type of house we are now describing is a house around 

$5,000.
Senator Baird: In the remote areas?
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Mr. Bates: In the remote areas, particularly.
Senator Euler: They are not building those, are they?
Mr. Bates: This type of house is not built to start with. If it is, it is 

probaoly built by a flash-light builder who could not get a loan. The ordinary 
approved lender, with the kind of demand we have had in the last 10 years 
in the suburbs of Ottawa and Toronto, could use all his funds in loans on 
$14,000 to $16,000 houses, to men with incomes running around $5,000 a year. 
Therefore he has simply not been required to pay attention to this smaller 
type of house in the remote areas. We are thinking of a type of house that 
perhaps some of you grew up in, where it was not necessary, for example, 
that every bedroom had to go off a corridor, though some bedrooms might, 
where there was a fairly large living room. I think perhaps that this house is 
much better than many fishermen have in the Maritimes and in Newfoundland, 
but it is a house which does not have quite the same number of these 
specialties to which people have become accustomed, in the urban centres. 
I think I should remind you also that in all urban centres in this country 
there are many municipal bylaws which just forbid a $5,000 house being 
built. It is just impossible. They must have a certain amount of space and 
privacy elements in them, and so on, and it is impossible to build them at a 
cost of $5,000. It is perhaps possible under most municipal bylaws to build 
a house around $8,000 without land, but you cannot get much below that under 
the municipal laws in this country.

I might mention some of the items you could take from a house to cut 
down the cost. Most houses today have very fashionable kitchen cupboards 
with sliding doors. I am sure there are many people living in remote areas 
in this country who would be quite happy to have kitchen cupboards with 
shelves only in them if they could save $300 or whatever the figure happens 
to be. This is one item we might consider taking out. We must have in our 
standards some type of clothes closets with a certain amount of footage in 
them and doors on them. Many people living in the remoter areas would be 
quite happy to have no clothes closets and to hang their clothes in other 
places such as behind doors.

Senator Euler: They might even do without a dining room and eat in 
the kitchen.

Mr. Bates: You must have interior doors and special hardware and 
finished flooring. Many people would be quite happy to walk on painted soft
wood floors. You must have a medicine cabinet and storm sashes and screens. 
This is something many men could make for themselves in the first winter 
after they get into the house. I did this myself. Then there has to be finished 
interior painting. Well, I did mine. I spent the last three months doing it.

Then you must have interior trim other than on exterior doors, and you 
have to have joint filling of wallboard finish. Then you have to have walkways 
and driveways, and you have to have platform landings at exterior entrances. 
You must have a platform. You can’t just go down a few steps or a ramp 
consisting of three boards. The basement floors must be finished with a 
smooth finish.

All rooms must be finished. Obviously some rooms could be left unfinished. 
In a storey-and-a-half house the upstairs might be left unfinished and the man 
of the house could Cover over the insulation with wallboard or something else. 
There have to be porcelain socket-type fixtures. In some of the poorer areas 
we could possibly omit the bath tub and do what I did when I was a boy. I 
used something else to wash myself. In other words, we could have, shall I 
say, an improved summer cottage, something that is well insulated and so on.
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We are designing one of these now and we will lend on it if no one else will. 
We will lend on it in the outlying areas. We will draw up brochures showing 
these houses.

Senator Smith (Queens-Shelburne) : You haven’t got them drawn up yet, 
have you?

Mr. Bates: No, but we may have in a month or two. We will give the 
brochures to the editors of weekly newspapers, and so on, and tell them “Here 
is a house for $5,000 if someone wants a home better than the paper shacks 
existing in Hull and in parts of Ottawa today, and we will make a loan on 
them.” We will not be afraid of the credit worthiness of the lower income 
group.

The Chairman: I am glad that statement is on the record.
Senator Molson: How did the standards of C.M.H.C. originate? I was 

reading the minutes of the last meeting and I noticed you were dealing with 
those.

Mr. Bates: There were standards in existence before C.M.H.C. came into 
existence ten years ago. There were municipal standards in all urban areas. 
There was a terrific variety of them. As a matter of fact, there were 13 varieties 
in Montreal alone. In other words there were 13 municipalities in Montreal 
each with a different set of standards. However, there were basic standards to 
start with. Before C.M.H.C. was in existence the approved lenders themselves 
had inspectors and they had their own sort of standards in mind. These 
standards varied between lenders. They were not all written out in the form 
of a national standard code, but they were in existence.

When the Building Research group of the National Research Council came 
into existence after the war it began thinking of a national housing code and 
it started to prepare such a code. This code is now in existence and is followed 
by some 450 municipalities throughout Canada. So that when we got into 
the inspection business in 1954, which was the first time C.M.H.C. was con
fronted with it, there was already in existence both in Ottawa and in the 
municipalities a hard core of standards. These were taken by C.M.H.C. and put 
into a booklet. The ambition at that time was to upgrade the housing in 
Canada, and this was a good long-term ambition. I don’t think anybody will 
disagree whith that statement.

Basically the standards had three things that all standards must have, 
even in cheap houses. They must be structurally sound and have all the tenets 
for public health, whatever they happen to be, and they must be constructed 
to minimize fire risks. That is, we cannot have stoves with clothes hanging 
over them, and so on. These are the three basic standards required, and every 
house must have these.

Our booklet of standards published in 1954 went a good deal beyond this, 
as has the National Building Code and the standards of the approved lenders. 
These standards have produced the kind of things I have been reading out to 
you. We did this job in 1954 because we had to. We had to set up standards. 
We have since gone out of the standard-making business. The standards are 
now in the hands of the Research Council. We are a member of the Board, 
along with the Plumbing and Heating Association, the Electrical Association and 
all these parties that go to the provision of material.

We are all members of the committee of the National Research Council 
that sets up the standards. Now, these standards are the minimum standards. 
You can still produce a house of $8,000 under N.H.A. standards. But no 
builder will build that kind of a house. They all add something to the basic 
standards. We say that if the builder is going to have a certain kind of floor 
then it must be built to a certain standard, but we are not saying that he must



FINANCE 49

build that type of floor to begin with. These standards are minimum standards 
but all these extras have been added on and have, in effect, become what we 
might say the regular standards. They are no longer the minimum standards 
but the going standards.

Senator Molson: And the minimum price of the going standard is consider
ably higher, around $14,000?

Mr. Bates: Of course. Senator Smith asked us about putting together a 
smaller house. We are going to put together two smaller types. One will be 
a house which meets our national minimum standards, a house that will sell 
for about $8,000 per unit. We are trying to get a builder in Ottawa to put up 
a group of these now, and the other is a still lower cost type of house.

Senator McDonald (Kings) : The essential requirements will still be there?
Mr. Bates: Yes, they will have to be met but they are not difficult to meet. 

They are the standards having to do with structure, health and fire.
Senator Campbell: Is there not another factor you have to bear in mind? 

A house has to be attractive enough to be sold. Is that not why a lot of 
extras are being added by the builders?

Mr. Bates: This is so. Dealers are not adding these because they want to 
particularly, they are adding them because they think this will make the 
houses sell, and they do make the houses sell. In some cases they have gone 
as far as $22,000.

Senator Campbell: What down payment do you want?
Mr. Bates: On $22,000?
Senator Campbell: Yes?
Mr. Bates: The maximum loan is $12,800 under the N.H.A.
Senator Leonard: He is not supposed to have a second mortgage?
Mr. Bates: He is not supposed to have a second mortgage. Your words 

are well chosen, sir.
Senator Smith (Queens-Shelburne) : I have one more question I should 

like to ask Mr. Bates. If you have designed a low-cost house, will you send 
me a copy, I would like to see what it is like?

Mr. Bates: To any of you honourable gentlemen who are interested in 
looking at this in embryo, before we issue it, we shall be very happy to have 
you come down to the corporation to see them and to talk to us about it, and 
to hear what you think about it. We would like to know in advance. I leave 
it to you, sir, and you might find others who are interested, and they can 
come down and see us and talk about it.

Senator Reid: What do you say is the maximum loan under the National 
Housing Act?

Mr. Bates: $12,800. For the $22,000 home and upwards you are better 
off by getting a conventional loan. When you get up to $30,000 you can get an 
$18,000 conventional loan. There comes a point because of the breakoff of 
$12,800 of the maximum loan, but the rest is really left to the approved lenders 
in the conventional loan field. The N.H.A. is designed for houses under $16,000.

Senator Campbell: What would be the cost of the land for a $22,000 
house you are speaking of here?

Mr. Bates: It would be $4,200 to $4,500.
Senator Campbell: Roughly 20 per cent?
Mr. Bates: Roughly 20 per cent.
Senator Campbell: In your experience over the past four years have land 

values increased more than building costs?
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Mr. Bates: Oh, substantially.
Senator Campbell: That is one of the problems of the urban centres?
Mr. Bates: This is a major problem. In 1954 the average across the 

country, and this is low because it takes in many small towns, was $1,600.
Senator Campbell: Have you it in percentages?
Mr. Bates: The average land cost has risen from $1,600 in 1954 to $2,300 

in 1957.
Senator Euler: I suppose you would not want to give an opinion on this, 

because it is a matter of policy, but it occurs to me that the man who wants 
to buy a $22,000 or $25,000 house should not receive the benefit under these 
housing acts, and that that benefit should be devoted to helping out the 
fellow who can onlj' live in the $5,000 or $6,000 house. The man who buys 
the $22,000 or $25,000 house should be left pretty much on his own, I think.

Mr. Bates: Actually, sir, the number of N.H.A. borrowers at that level 
is very infinitesimal, but there are quite a number of $18,000 buyers coming 
into N.H.A., but there is a sort of breaking point in there. I can give you some 
figures for last year, but they are not prices of houses, but rather incomes 
of applicants. We had only five per cent of the total N.H.A. borrowers 
with earnings of $10,000 a year up. Only ten per cent of the borrowers had 
incomes of over $7,000 a year. Ninety per cent of our people earned under 
$7,000 a year. Thirty-five per cent of the borrowers were under $5,000 a year.

I have here the house prices and these are percentage figures: Houses of 
$16,000 and over in 1957 took 29 per cent of our funds.

Senator Campbell: Those are the urban areas?
Mr. Bates: Yes.
Senator Leonard: You used to have a regulation I believe that you could 

not loan below 70 per cent of the lending valve, which was to prevent 
competition with conventional loans.

Mr. Bates: It was taken out in 1956, I think. There is no cutoff in the 
lending value now for .single family dwellings.

Senator Leonard: There is a field of competition?
Mr. Bates: Yes.
Senator Wall: Before I ask the one question concerning the application of 

the extension of the N.H.A. to dormitory buildings of universities, I should 
like to comment on this low cost type housing. I notice on page 29 of the 
quarterly report that table 35 is very, very significant. It says that in 1946, 
33 per cent of the loans of applicants were from applicants earning $2,000 or 
less; 46 per cent of the applicants under the National Housing Act were earning 
less than $3,000 a year; which meant that the National Housing Act was 
directed to what would be at that time low income people. If you swing over 
to 1956 you will find that only .4 per cent of the applicants were earning 
$3,000 or less, and 15 per cent were earning $4,000 or less. Now, if you compare 
that with the incomes of families, I think the booklet that was used for 
some of his information in the last survey said that in 1955 we had 62 per cent 
of the Canadian families earning $4,000 or less; so that basically the 
act is not reaching people of low income as well to-day as was the fact 
when the act was started. Anything we can do to reach down into this 
level of lower income families is very important. You might do that by 
bringing in a low cost type home. Could that be done by raising the income 
percentage requirement from 27, as it now is, to some other figure, or by 
extènding the term of the loan? What other avenues are there, Dr. Bates, 
for reaching down to these low income people who really need the home?
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Mr. Bates: First of all, when you refer back to 1946, it should be pointed 
out that the average house being built in Canada was 800 square feet; when 
you come to 1956, the average size house is 1,172 square feet. In other words, 
the house in that time has grown by one-third. So, if you want to get back 
to the low income group you have to perhaps think of a more modest com
modity. Instead of building all Cadillacs, we should perhaps think of the 
“model T” or perhaps of the “model A”. This is part of the discussion we 
have been having this morning, and I think this is a very important part of it.

There are other steps that can be considered from a financial point of 
view: the down payment provisions could be made lower than they are. Of 
course, this does not help very much because as you lower the down payment 
you, in effect, increase the size of income the man must have to carry the 
additional debt. You are caught in a dilemma.

There is also the question of interest rates,—I am not suggesting that it 
be subsidized—whether the interest rate might be closer to the point at which 
the Government borrows. But these are matters of Government policy, 
and not our concern. I think most of the houses we are building today are 
going to last as long as the houses you gentlemen are living in. I don’t 
know, however, that they will last as long as the houses our grandfathers 
built, but we have a large number of houses in Canada over 50 years old.

The amortization period could be lengthened beyond 25 years as we 
have it today. Home owners in Canada are today looking after their homes 
very well indeed. One has only to look at the Manor Parks, or the Etobicokes, 
or the developments in St. John’s. So, I think the amortization period could 
be stretched out a bit. These are the financial considerations.

Someone raised the question of land cost. One reason why land cost has 
gone up so much is that many municipalities have run away their ordinary 
pre-war responsibility of bringing out trunk sewers and services to the 
land; these were operations that they - did before the war on a borrowing 
basis, with a municipal improvement tax.

Senator Brunt: Did you say “run away”?
Mr. Bates: Yes, run away.
Senator Brunt: I don’t think that is fair at all.
Mr. Bates: I will change the wording: they had to run away.
Senator Brunt: They just could not do it.
The Chairman: Continue.
Mr. Bates: I want to be clear on this one point: one reason why land price 

has gone up so much, is that they have put what was formerly the municipal 
improvement tax into the mortgage. The developer is compelled to bring in 
sewers, to lay streets and sidewalks, and in some communities is compelled 
to build a school. You can call this running away from responsibility or not, 
I am not going to argue it, but this has happened. This cost gets into the 
price of the land and into the mortgage.

As far as the home owner is concerned, this does not matter very much. 
He pays this additional amount off over 25 years instead of over 15 years. 
But those figures get into our statistics, our mortgage fund, and into the flow 
of mortgages. Instead of an insurance company issuing municipal bonds for 
a municipality which wants to do a developmental job, that company is put
ting the. money out in the form of mortgages. This is one reason why the 
cost of land has risen so high. If, for example, there were provincial or 
federal aids to municipalities to provide for the big pipes for sewage and 
what have you, this again would bring down the initial cost of the house.

But as I say, these too are matters of Government policy, and they are not 
our concern. You asked for the various items that go into the present high
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cost of housing, and this is one of the very substantial items. Some provinces 
are only beginning this process of allowing municipalities to press the developer 
to do a number of things which normally were municipal expenditures and 
obligations.

Senator Lambert: Is there a personal covenant of the individual pur
chaser in the mortgage?

Mr. Bates: Yes.
Senator Lambert: If that purchaser has had a substantial loan on his 

house and he wants to sell it, is he bound in any way by the personal covenant?
Mr. Bates: No.
Senator Leonard: I wonder whether Dr. Bates understood that question. 

Wherever the provincial law allows the personal covenant, the mortgagor is 
on the personal covenant. Is that not right?

Mr. Bates: This would be true in Ontario, for example.
Senator Leonard: It is true in Ontario, but it is not true in those provinces 

where no personal covenant is allowed.
Mr. Bates: Yes. This, of course, is outside our control.
Senator Lambert: But it enters into the element of security of the loan.
Mr. Bates: It enters into the element of security of the loan.
Getting back to the point raised by one senator, I think one of the 

evidences of lack of responsibility comes when the municipality hands these 
responsibilities over to a developer and says, “You must have a 66-foot 
highway in every street; you must have concrete curbs and concrete side
walks.” Municipalities, when they are not paying for these things, can get 
very luxurious ideas as to the kind of equipment that should be laid down 
in a street. Many subdivisions in this country could be laid out the same as 
Rockcliffe, with no sidewalks. Instead, some municipalities are laying down 
regulations asking for mile after mile of hardtop. It is good business for the 
Imperial Oil Company; they make more money out of housing than you would 
imagine. This arises because the municipalities are passing what are their 
normal obligations to the developer. There is no restraint on expenditures 
that can go into a subdivision. So, we get very high costs of the umbilical 
cord under the street, and very high cost of surfacing.

Senator Bouffard: Do the municipalities offer any concessions as far as tax 
are concerned?

Mr. Bates: No.
Senator Brunt: Taxes are lower as a result of these improvéments having 

been done.
Mr. Bates: They are lower on the whole municipality, but they are 

higher on the people in the subdivision who have had to pay the total tax. 
It is not spread over the whole municipality as it would be if it were a normal 
improvement tax, but falls specifically on these people.

Senator Reid: What Mr. Bates says is quite true. I know British Columbia 
has gone all out in connection with such costs. In my own case, I sold lots for 
$400, and the man who bought those lots charged $1,500, to comply with the 
municipal regulations. The assessment pushed up until the burden became almost 
unbearable.

Senator Leonard: What is your policy in connection with leasehold land, 
such as at St. John’s, Newfoundland, where a great deal of the property is 
under lease with an option to purchase? Do you lend on that type of property?

Mr. Bates: Yes.
Senator Leonard: That overcomes this problem we are discussing now.
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Mr. Bates: It does not overcome it, it postpones it.
Senator Leonard: Indefinitely?
Senator Burchill: Mr. Chairman, before we leave the subject of low cost 

housing—•
Senator Wall: Low type housing.
Senator Burchill: —I think it is worth noting for the record, and perhaps 

Mr. Bates is not aware of it, that a house has actually been started in the town 
of Chatham, New Brunswick upon which a loan of $6,300 has been processed. 
That house is 26 by 37 feet, contains three bedrooms, and is ample accom
modation for the requirements of the man who is going to live in it, and we 
hope it will meet the requirements of that low income class. It is a pilot, an 
experiment, but plans have been approved and, as I say, the house is actually 
started.

Mr. Bates: Yes, and there is another house in Halifax similar to it. It does 
not come down to our minimum standards yet, but it has been approved by us. 
Some 7,000 people in Halifax have already looked at this $8,000 house, and it 
was only opened last Saturday. Already we have 25 orders in Halifax. So, 
there is a market for it.

Senator Wall: What income would a house like that presuppose?
Mr Bates: Here is the story. The construction cost of the house is $7,800. 

This includes $300 for a septic tank. The lot in Dartmouth is $2,000. So the 
house came to $10,000. the down payment was $1,650, and the loan $8,400. The 
monthly carrying charges, including taxes,, are $60.

Senator Lambert: The cost of that house is what?
Mr. Bates: The cost of the house is $7,800.
Senator Lambert: Does that include appliances of any kind?
Mr. Bates: This is a regular N.H.A. house. This does not include stove, or 

refrigerator; there is a kitchen cupboard; hot water heating; insulation.
Senator Lambert: Have you any average figure of the cost of appliances 

in the new type of house? I think it is $2,000 in the United States.
Mr. Bates: Yes. We have twice made a review in this country. I wrote 

to new housewives and asked them how much they spent when they went into 
a new N.H.A. house, and after they had been there for six or eight months, 
and the figure was remarkably the same, whether one communicated with 
people in Toronto or in Hamilton. It worked out very close to $1,500. Some were 
$1,800, some down to $1,200.

Senator Lambert: Including light fixtures, bathroom auppliances—?
Mr. Bates: Yes, new rugs, drapes, stove, washing machine. They set all 

these things out for me, and it came very close to $1,500.
Senator Lambert: How was that financed?
Mr. Bates: Financed on instalment plan, household finance; but mainly 

instalment plan.
Senator Wall: I am going to ask a provocative question. As the demands 

come in for N.H.A. money, or a direct loan, is there any internal subdivision 
in the corporation’s regulations which would mean that so much is going to 
be set aside for this, so much money for that, and when this or that part of the 
money is used up it is not going to be shifted from, say, a low-cost type house 
here to another area. Or is it all in one kitty, and when the demands come there 
is no internal subdivision?

Mr. Bates: There is no internal subdivision of funds. First come first 
served.
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Senator Wall: Would there be any advantage if Parliament were to make 
such an internal subdivision?

The Chairman: I do not believe that question should be asked.
Senator Leonard: Your available lending is still under section 40, which 

requires a loan to not be available from conventional sources? There is a 
control: before the loan application gets to you it must have been turned down, 
or not have been available from conventional institutions?

Mr. Bates: That is so, in the case of section 40. We are in a residual 
position behind the other lenders.

Senator Wall: Without documenting a case for universities and dormitories 
—there are no provisions now under which any university or college could 
present plans for a dormitory? Could they apply for a loan as other people do 
for an apartment or something, or for an insured loan, and in effect be able 
to benefit from some of the money that is provided out of the national treasury 
for meeting the costs of dormitory buildings for universities? Has anything 
like that been done by any university or college? Has any application been 
made?

Mr. Bates: Many. The National Housing Act, as it stands today, cannot 
include dormitories. We can only lend or insure on self-contained housing 
units, whether they are single houses or whether they are self-contained 
apartments. We cannot lend on anything except a housing unit. We 
cannot lend on dormitories. There is nothing to prevent a university, 
perhaps, establishing an apartment building for its professors, getting 
an ordinary insured loan—on its own grounds. This could be done, 
I suppose. An argument might be made in the case of students on section 16, 
the limited dividend section; it might be made applicable to university accom
modation say for married students who are going to live with their wives in 
self-contained units. The university could set itself up as a limited dividend 
company and ask for a 90 per cent loan. But obviously that does not meet 
the universities’ problems. There have been requests to the Government, 
particularly in the last year, from universities, drawing attention to the fact 
that in the United States their legislation covers university dormitories, and 
suggesting that our law should be amended in Canada to do the same. That 
of course is a matter of Government policy. I would like to remind you gentle
men that the Canada Council has already made grants to universities for 
dormitory purposes, so the federal Government is already in the field in that 
sense.

Senator Connolly (Ottawa West): Those are grants, they are not loans.
Senator Leonard: I have seen some sound self-liquidating propositions on 

the part of universities in respect of university dormitories, and I would suggest 
that Senator Wall’s question is very well put at the present time, and that 
if the C.M.H.C. were disposed to recommend some from of assistance or some 
form of bringing their facilities of loaning into that field, it would be well 
worth while.

Mr. Bates: Well, you will understand that this is entirely a matter of 
Government policy.

Senator Leonard : And I would think that you will have to make a 
recommendation one way or another.

Mr. Bates: If we are asked to.
Senator Reid: What effect has the National Housing Act had on private 

builders? Let us say that a man has a piece of property and he wants to 
develops it himself. I have heard a lot of people in this position say that they 
cannot accept the same down-payment that you are asking under Central
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Mortgage and Housing Corporation. I was wondering if there were any figures 
to show how the small individual builder has been able to get along? I find 
that type of complaint pretty general throughout many parts of this country.

Mr Bates: I don’t understand this. The existence of the National Housing 
Act lowered the downpayments from what they used to be. They did get the 
rate of interest down. They produced a longer amortization period. The N.H.A. 
has directly contributed to one-third of the housing that is going on in Canada, 
and indirectly to another large portion. It is this that has caused our cities 
to spread out over the countryside. It is this that has brought into existence 
all these new builders. They have come into existence by the thousands since 
1946. People who were tailors and trimmers and dancers and what have you 
became builders. And wouldn’t this be true also in British Columbia, Senator 
Reid? Take the Vancouver area.

There has been a great increase in the number of smaller builders and 
there has been an emergence of some very large builders, contractors who 
construct 500 houses and upwards. They could not do that in the days when 
the availability of mortgage money was uncertain and when a mass market 
was not available to them. I do not say that the N.H.A. created this vast 
housing market. It was erected by the economic boom, but the National Hous
ing Act did stimulate the market.

Senator Molson: Wouldn’t the individual builder be just as well off? 
Surely a man who builds a lot of houses under the N.H.A. scheme makes just 
as much profit businesswise as he would from building fewer houses?

Mr. Bates: We have no control over the price.
Senator Molson: No.
Mr. Bates: The price is entirely up to the builder and buyer. It is a free 

market and everything suggests that it has been a very lucrative one. Just 
look at the number of builders who have entered into the business in the past 
decade.

Senator Bouffard: Do you have to supervise the construction of these 
houses?

Mr. Bates: Yes, we inspect the building.
Senator Bouffard: Your inspectors do?
Mr. Bates: Yes. They do this during at least five stages, and it usually 

works out to six or seven stages.
Senator Brunt: Did you not at one time have a regulation fixing the price?
Mr. Bates: Yes.
Mr. Brunt: Why was it taken out?
Mr. Bates: Because it is a free market and a capitalistic country. We 

have private enterprise.
Senator Brunt: Did you think it was a little socialistic?
Mr. Bates: The reason it was taken off in 1954 was that by that time the 

tremendous shortage in housing was not so pressing. The rent restrictions 
were moving off and it seemed about time to let the market float. There was 
really no change in builders’ prices when the price level was taken off. There 
was no sudden increase in prices. It just floated at that level, but I think it 
was regarded as being desirable to get back to the private entrepreneurial 
market, and the time was then right.

Senator Brunt: Do you make the appraisal of each of these houses or 
do you leave that to the lenders?
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Mr. Bates: We make the appraisal for the lenders. They ask us how 
much we will lend on a particular house, and each house has to be appraised 
by an appraisal staff. An appraisal and an inspection are two fairly expensive 
operations.

Senator Smith (Queens-Shelburne) : Would your files show whether or 
not there was a large number of cases in which the private lender’s appraisal 
of a house was higher than that of your own people? Do you have much of a 
quarrel with the private lenders over the price value?

Mr. Bates: Not much. There were a good many differences of opinion in 
1954 when we got into this business first, but today there are very few differ
ences. One of our problems at the time was the scarcity of appraisers in 
Canada. We do not have a school which trains appraisers, as they do in many 
countries, and in order to get into this business we had to bring in a substantial 
number, I think about 60, from England, and of course they were not always 
familiar with the Canadian conditions and it took a little time to get over 
some of these problems. We have been quite happy with these men. Unfor
tunately, we have lost a great number of them to municipalities who have 
taken them over as assessors, and so forth. We have had to bring in new 
appraisers from the Old Country. Today there are few differences of opinion. 
Sometimes a good deal of difference exists between us and the builder as to 
what the lending value should be. He thinks it should be much higher and 
very seldom does he think it should be lower. I think I once met a builder 
who thought the value should be lower, but usually they think it should be 
substantially higher.

Senator Wall: In the geographical distribution of our lands and dwelling 
starts, and so on, how do your regulations or practices function? Say I am 
living in a small community in Manitoba.

Senator Smith (Queens-Shelburne) : Like Winnipeg.
Senator Wall: No, say Winnipegosis or Gypsumville, and I buy a piece of 

land for $300 or $400 and I want to build a house under the N.H.A. What is 
the practice of applying for a loan, and so on, in small communities like that?

Mr. Bates: Well, if there is a local bank of any kind that is the first point 
of contact. Most banks do put notices up saying that they make home loans 
or home improvement loans, as the case may be. This is the first point of 
contact. People in these areas where there are no banks, actually write, to us 
and we communicate with them. We advise the local branch manager near 
Gypsumville—

Senator Wall: That is Brandon.
Mr. Bates: —that the person seeking the loan has written to us. We ask 

him to get in touch with the person. We write a letter to the man in Gypsum
ville and we enclose a copy of that letter to the branch manager in Brandon, 
and he gets in touch with the person. It might be done through the local 
Member of Parliament or through a municipal officer. But there is vast corre
spondence between our Corporation and people living in small areas. We have 
instructed our branch managers—and I think I mentioned this last week to 
the committee—to go to these communities in their travels and to talk to 
anyone who will listen, a reeve, a mayor, the Kiwanis Club or the Women’s 
Temperance Union, and so forth, about the facilities of the N.H.A., and to 
talk to the editors of the weekly newspapers and provide them with the 
information.

Senator Campbell: Would you care to comment on the mortgage market 
that has developed with respect to the transfer and sale of mortgages? Is that 
within your experience?
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Mr. Bates: Yes. As you gentlemen are aware, the insured mortgage held 
by the approved lender is a transferable piece of paper. That is, it can be 
bought and sold by the institution. Since 1954 I think about $138 million worth 
have been sold by approved lenders. These sales have been made primarily 
by the banks. When insurance companies and trust companies buy a mortgage 
they usually hold them to mature them, but about $138 million worth have 
been sold mainly to pension funds I think, and some to the United States. 
But the small market is already in existence to that extent, and it is likely 
to increase.

Senator Campbell: There is an effort being made to develop that market 
and invest in that type of mortgage?

Mr. Bates: Yes. I do not know how big an effort is being made, because 
the effort so far has been bilateral, between banker and customer, and banker 
and some American pension fund.

Senator Campbell: It is substantial; I am rather surprised.
Mr. Bates: Yes.
Senator Bouffard: That market exists in the United States?
Mr. Bates: Yes, there is a much bigger market in the United States. In 

Canada it is somewhat different, there is no agency for the sales of mortgages; 
there is no intermediary agency in existence yet. We are all hopeful some day 
there will be such an agency. In the United States this function is filled by a 
government agency, the Federal-National Mortgage Association. In Canada in 
our National Housing Act, and our C.M.H.C. act, our corporation has the powers 
to enter into this market. We have been very reluctant to exercise these 
powers, and have suggested really that here is a place for private enterprise 
to come in and fill this gap in the capital market, rather than a government 
agency do it, as in the United States.

Senator Beaubien: With regard to Senator Wall’s question about building 
in Winnipegosis if the private lenders, such as the banks or insurance com
panies, will not loan to build a house such as Senator Wall wants in Winnipeg, 
then the applicant corresponds with you or your associates?

Mr. Bates: Yes'.
Senator Beaubien: And if they cannot get a private lender, what chance 

has a man to build a house in Winnipeg, or any other place of that kind?
Mr. Bates: Well, this will depend very much on the credit-worthiness of 

the man himself.
Senator Beaubien: I am talking about a man that has an income—
Mr. Bates: If he has the income to carry it, then he will get a loan directly 

from us, but if he cannot carry the mortgage, then we have to be sorry and 
say we cannot help him out.

Senator Beaubien: And could he build a house that would suit him and 
which would not come under your minimum requirement?

Mr. Bates: We will let him build down to the barest minimum require
ments. In other words, we will not compel a man in the Winnipegosis to build 
the same kind of house is in an urban centre.

Senator Wall: Are there any strictures or sanctions as to the kind of 
builder I have to have?

Mr. Bates: It is a matter entirely between the borrower and the builder 
himself.

Senator Wall: There are no problems there?
Mr. Bates: We have no black list, or anything of that kind.
Senator Wall: Would you care to comment on the fitness of the distribu

tion of the National Housing Act across the country? Say, when we compare
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the number of people in the small rural towns, communities, or farms, are 
we tending to have too many of our loans go into certain areas?

Mr. Bates: No sir; the loans have simply followed the growth. Those 
communities that have grown havd got loans. When you get to static com
munities where there are no large influxes of population, only minor changes, 
there is not a demand for new houses.

Senator Wall: But you also raised the fact that there has not been any 
other communication of knowledge of these things, and you have to tell your 
managers to go out into these communities; so that there is a problem?

Mr. Bates: Well, there is an unknown there. I think we all know com
munities that have not changed really in the past twenty-five years. Some 
very close to Ottawa have not changed at all in size, with practically no new 
houses, nothing has been knocked down; there has. been a freedom from 
fires-well-run, nice little communities, so there is no demand for houses. If 
there had been a few bad fires, a few new gas stations, and so on, that might 
have resulted in a demand for houses. When a community has remained static 
there is not the demand. So the loans have followed the growth. It may be 
that by pushing hard we can get a few more loans in the smaller communities, 
but we do not expect to get many in a small town.

Senator Isnor: I was not clear with regard to the subject of universities, 
which Senator Wall asked about. Am I to understand that a student council, 
or a party representing a university, or a university itself, could make applica
tion to you on the limited divident plan?

Mr. Bates: For self-contained units; an apartment.
Senator Leonard : That would not apply to students?
Mr. Bates: No, nor to professors. They are not low income families.
Senator Brunt: That is debatable, though.
Mr. Bates: I was one. I know that a university might argue that students 

are in the low income class and that therefore Section 16 could be made avail
able, but these would be self-contained units, not dormitories; the act does not 
permit us to finance dormitories.

Senator Isnor: Have you jurisdiction at all when you say—
Mr. Bates: No jurisdiction. The act is quite plain, it is for housing units, 

self-contained.
Senator Molson: Your loss experience, your claims experience, has been 

extraordinarily good to date, has it not?
Mr. Bates: The same as the other lenders.
Senator Molson: Yes, but I was just wondering if that is partly because 

of the method under which the whole act operates, and if the setup with the 
combination of the approved lenders and your own organization, and so on, has 
meant that there has been sufficient investigation, and early investigation of 
these matters, and that has kept the loss ratio down. In other words, it is a 
pretty good system?

Mr. Bates: Well, the system has improved over what it was in the depres
sion. In the depression it was fairly general, then, that there would be a 
six monthly period for the payment of principal on mortgages; it was often 
six months. In many cases it was an annual payment of the principal, or of 
the tax, and so when people got unemployed, perhaps, this thing could drift 
on for months until the critical moment came to have to provide a very large 
sum for taxation and principal. Now we have a monthly payment of principal, 
interest and taxes, so that if at the end of the first month there is any trouble 
it is spotted immediately and some steps can be taken to try to help through.
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That is, when a man is getting some unemployment insurance some token 
payment can be made and some arrangements to see him through, and that 
change in system, I think, has meant some easing of the problem..

Senator Molson: That must be on account of the earlier investigation and 
of the appraising, and inspection, and all those things that have gone into it?

Mr. Bates: This has helped; but the general buoyancy of economic con
ditions, combined with the monthly payment technique, are the two main 
factors.

Senator Leonard: Mr. Chairman, I have another question which perhaps 
should be directed to one of the other witness rather than to Dr. Bates. Can 
he tell us something about the pension plan of the corporation, and compare 
it with the Civil Service superannuation plan, as to contributions and ad
ministration of the fund?

Mr. Bates: I think as a general principle I may say that we try to follow 
the Civil Service Superannuation Act to the last letter. Sometimes we get 
behind and sometimes we may be ahead, but because we are a Crown company 
in Ottawa we really have to try to keep our conditions very close to those 
of the Civil Service. In terms of general principle, this is so. We have 
these details all spelled out in a document here, but that is the general 
principle.

Senator Leonard: Does that mean that the employee pays the same per
centage as a civil servant?

Mr. Bates: That is right.
Senator Leonard: And does the employer contribute the same amount?
Mr. Bates: We contribute 12 per cent to the fund. The fund is looked 

after by outside actuarial people who make this recommendation.
Senator Leonard: That is the amount needed to pay the benefits, rather 

than the fixed amount related to salary.
Mr. Bates: Yes.
Senator Leonard: So that is similar to the Civil Service Superannuation

Act?
Mr. Bates: There is no fixed percentage in the Civil Service. When they 

run into the red they come back to the Government for an extra payment.
Senator Leonard : Are the benefits the same?
Mr. Bates: They are the same, because the two funds are interchangeable : 

anyone working for us can take his benefits into the Civil Service, if he moves 
there, and a civil servant can carry his benefits straight into our fund. The 
two are identical.

Senator Leonard : What is the amount of the fund at the present time?
Mr. Bates: I think it is about $9 million.
Senator Leonard: And it is actuarially certified as being sufficient to meet 

the requirements of the pensions that are liable to be paid.
Mr. Bates: Quite. We have a rather odd age structure in the corporation, 

in that the average age is around 35 years; there are very few older people 
like myself in it. The ages are bunched up there.

Senator Leonard: Roughly speaking, the benefit is 2 per cent of salary 
per year of service?

Mr. Bates: It is identical with the Civil Service.
Senator Brunt: For a maximum of 35 years?
Mr. Bates: Thirty-five years.
Senator Leonard: And 70 per cent of the average salary?
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Mr. Bates: Quite.
Senator Leonard : And it is administered by trustees?
Mr. Bates: Trustees.
Senator Leonard: Who are they?
Mr. Bates: Myself, the vice-president and two outside members of the 

Board.
Senator Leonard: And you have power to invest in the same securities that 

loan and trust companies may invest in?
Mr. Bates: That is so.
Senator Leonard: You invest in a cross section of securities, and stocks—?
Mr. Bates: No stocks. We invest only in Government bonds, that is 

federal and provincial securities.
Senator Leonard: Is the fund audited by the auditors of Central Mortgage 

and Housing Corporation?
Mr. Bates: The fund is audited by our external auditors. We are invest

ing more heavily now in mortgages.
Senator Brunt: You are limited in your investments?
Mr. Bates: Twenty per cent of the fund will be in mortgages.
Senator Leonard : In insured mortgages?
Mr. Bates: Insured mortgages. The yield is about 4.5 per cent.
Senator Leonard: Your gross yield on the fund is about 4.5 per cent?
Mr. Bates: Yes.
Senator Isnor: Are you in any way restricted in regard to your in

vestments? %
Mr. Bates: We have applied the limitation to ourselves, under the Trustees 

Act of Ontario. We have accepted their limitations, and that is why we are 
not in common stock.

Senator Isnor: You say you have a return of 4.5 per cent?
Mr. Bates: Yes.
Senator Isnor: You are doing very well.
Mr. Bates: Once you begin to pile up mortgages at 6 per cent it brings the 

average up very rapidly.
Senator Bouffard: Does the corporation also work for other Government 

departments?
Mr. Bates: Yes, we work for various Government departments which re

quire housing. We act as agent for these departments, and they must get the 
funds from Parliament through their own vote. We have worked for the De
partment of Transport, the Department of National Defence, the Mounted 
Police, and so on—any department requiring housing. We design the project 
according to their wishes; we put out tenders, supervise construction, payments 
and so on. For this we get the small fee of around 2 per cent— they don’t 
pay very well.

The Chairman : I have a motion to adjourn. Before we break up may 
I say that the committee will meet next on June 26. In the meantime I will 
be in touch with the Steering Committee, but may I say now that even though 
we have heard from Mr. Bates, we would like to have him back after we have 
heard other witnesses.
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May I thank Mr. Bates and express our appreciation to him and his officials 
for having given the committee a good background of information on this im
portant subject.

Hon. Senators: Hear, hear.
—Whereupon the committee adjourned until June 26, 1958.
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Extract from the Minutes of the Proceedings of the Senate Wednesday, 
June 11, 1958.

The Honourable Senator Aseltine moved, seconded by the Honourable 
Senator Quinn—

That the names of the Honourable Senators Brunt, Emerson and Thorvald- 
son be added to the list of Senators serving on the Standing Committee on 
Finance.

The question being put on the motion, it was—
Resolved in the affirmative.

J. F. MacNEILL,
Clerk of the Senate
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate
Tuesday, May 20, 1958.

With leave of the Senate,
The Honourable Senator Aseltine moved, seconded by the Honourable 

Senator Pearson—
That the Report of Central Mortgage and Housing Corporation for the 

fiscal year ended the 31st of December, 1957, be referred to the Standing 
Committee on Finance for consideration and report.

After debate and—
The question being put on the motion, it was—

Resolved in the affirmative.
J. F. MacNEILL,

Clerk of the Senate.

\
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MINUTES OF PROCEEDINGS
Thursday, June 26th, 1958.

Pursuant to adjournment and notice the Standing Committee on Finance 
met this day at 10.30 a.m.

Present: The Honourable Senators Hawkins—Chairman, Barbour, Beaubien, 
Bouffard, Brunt, Connolly (Halifax North), Connolly (Ottawa West), Crerar, 
Dupuis, Euler, Haig, Horner, Isnor, Leonard, McKeen, Mois on, Pearson, Pratt, 
Reid, Robertson, Smith (Quêens-Shelburne), Stambaugh, Thorvaldson, Turgeon 
and White—25.

In attendance: The official Reporters of the Senate.

Consideration of the order of reference of May 20th, 1958, was resumed.

The following representatives of the Canadian Construction Association 
were heard and questioned by members of the Committee: —

Mr. John Caron, Vice Chairman, Housing Committee.

Mr. S. D. C. Chutter, General Manager.
At 12.30 p.m. the Committee adjourned until Thursday, July 3rd next, 

at 10.30 a.m.

Attest.
JOHN A. HINDS,

Assistant Chief Clerk of Committees.

«
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THE SENATE

STANDING COMMITTEE ON FINANCE

Ottawa, Thursday, June 26, 1958.

EVIDENCE
The Standing Committee on Finance, to which was referred the report of 

the Central Mortgage and Housing Corporation for the fiscal year ended 31st 
December, 1957, met this day at 10.30 a.m.

Senator Hawkins in the Chair.
The Chairman: Gentlemen, we have a quorum. Will you come to order, 

please?
We have with us this morning Mr. John Caron, who is Vice-Chairman of 

the Housing Committee of the Canadian Construction Association, and Mr. 
S. D. C. Chutter, who is the General Manager of that organization. Mr. H. J. 
Ball intended to be present, but on account of his having had some very bad 
news in connection with his son in France, who was in an accident last night, 
he finds it impossible to be here; and he has asked to have his regards extended 
to you.

Now, without any further talk about this, I would call on Mr. Caron, 
who has a brief of which, I think, you all have copies, and I would suggest that 
it might be better if he could proceed with the reading of his brief, and have 
some questions afterwards.

Mr. John Caron: Thank you, Mr. Chairman. It is my pleasure to thank 
this committee for giving us the opportunity, on behalf of the Canadian 
Construction Association, to present this brief. I am going to ask our manager, 
Mr. Chutter, to read it. I think that is the quickest and best way to get the 
meeting going.

Mr. S. D. C. Chutter: Mr. Chairman and gentlemen: The Canadian Con
struction Association has greatly appreciated past invitations to submit its 
views to Parliamentary Committees concerning the Dominion and National 
Housing Acts and welcomes this opportunity to comment upon the 1957 Annual 
Report of Central Mortgage and Housing Corporation and on our national 
housing legislation.

The Association was incorporated in 1919 and has a membership of over 
1,150 leading firms in the construction industry throughout the country and 
forty-seven affiliated local and provincial construction association with an 
additional membership of roughly 8,500. The C.C.A. represents those engaged 
in all phases of construction activity, including general contractors and builders, 
trade contractors, municipal contractors (roads, services, etc.) and manufacturers 
and suppliers of construction materials and equipment.

For several years prior to 1958 the C.C.A. Housing Committee laid particular 
stress on three factors:

1. The original intent of the National Housing Act of enabling people with 
modest incomes to own their own homes was not being realized.

2. Housebuilding has progressed from a simple matter of a man assembl
ing a house to an extremely complex operation in which the builder 
is but the focal partner. The various levels of government, availability 
of mortage funds and land, design etc., are other key factors.

67



68 STANDING COMMITTEE

3. Housing needs and concepts vary considerably from one region to 
another and in accordance with the size of the community. A flexibility 
in the approaches taken to alleviate the problem is therefore essential.

The above three points will form a basis for much that follows in the way 
of comment on the period under review in the C.M.H.C. Annual Report and 
on the National Housing Act, in accordance with the terms of reference given 
to your Committee for this inquiry.
Review of 1957

1957 was a difficult year for the housebuilding section of the construction 
industry and demonstrated the very considerable way in which the level of 
residential construction is dependent upon government policy. Had it not 
been for the timely and vigorous approach to the problem of a shortgage of 
private mortgage funds by the Federal Government in August, it is apparent 
that the volume of housebuilding and employment would have been much 
lower during the fall and winter months. Like most years, 1957 was affected 
by a number of conflicting influences in the housing field; some good and some 
bad. On balance, the favourable factors had won out by the end of the year. 
Completions rose to over 117,000 compared to a predicted total of 100,000 and 
the large number of housing starts in the second half of the year and a predicted 
decrease in competing demands for investment funds gave promise of an 
increased housing program in 1958.

In addition, amendments to the National Housing Act long advocated by 
the C.C.A. were adopted, providing for lower down payments, higher debt 
service-income ratios and mortgage funds for those with modest incomes. 
There was also an indication that lending values would in future more nearly 
approximate the actual construction costs of new homes and, effective the end 
of 1957, the essential differences between C.M.H.C. “Building Standards” and 
National Building Code housing standards were eliminated. Both these de
velopments were also in keeping with past recommendations of the C.C.A.

The appointment of an Advisory Housing Committee to C.M.H.C., as 
provided for in Section 34 of the National Housing Act, has not as yet taken 
place. In its absence the C.C.A. invited national organizations representing 
the other key factors in the provision of housing to participate in a conference 
to discuss ways and means of increasing the opportunities for the under-$5,000 
a year income group for improved housing. The response from the various' 
associations was excellent, the Minister of Public Works kindly agreed to open 
the conference and the President and other senior officials of C.M.H.C. 
provided much useful information in their capacity as observers. The initial 
two-day conference was held in mid-November 1957, and delegates were of the 
unanimous opinion that the exchange of information, experience and viewpoints 
between members of the construction industry, governments—both federal 
and municiual—finance and the other partners in the nation’s housing program 
serves a most useful purpose. Housing remains Canada’s most serious social 
problem and it is vital that the main interests involved should fully understand 
each other’s positions and pool their efforts to reach solutions to the greatest 
possible advantage of the Canadian people.

The increased interest in government circles, the press and the public in 
general during the year to the Association’s plea that opportunities for home 
ownership be improved for those whose annual incomes are less than $5,000 
a year was most gratifying. As was pointed out to the House of Commons 
Committee studying the 1954 Bill to amend the National Housing Act, the 
original intent of our national housing legislation was to help those with modest 
incomes to own their own homes but relatively few in this group were able to 
obtain N.H.A. loans. By mid-1957 the average N.H.A. loan was issued on a 
house costing about $14,600 to a person aged 35 with an income of over $5,800.
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However, the Federal Government announcements on August 21st and Novem
ber 26th, 1957 concerning the allocation of National Housing Act funds directly 
related the moneys to smaller housing units and the averages for loans in this 
group by the year end were reduced to $12,509 age 33 and $5,026 respectively.

The close of 1957, then, saw improved financing arrangements, N.H.A. 
mortgage funds earmarked for the “forgotten man”, a carryover of some 
72,500 units under construction and indications of an easing of the “tight 
money” situation which had previously brought about a relative scarcity 
of funds for N.H.A. mortgages and municipal services. The prompt response 
by prospective homeowners to the agency loan program for low-cost units, 
the heavy immigration program of 1957, the backlog of housing needs in 
Canada and the growth and migration of our population gave further indication 
to the magnitude of the housing market. The relative scarcity of serviced 
land, especially in the large urban areas, remained a major problem. 
Subsequent Developments:

The agency loan program was suspended in April 1958 when C. M. H. C. 
virtually ran out of funds. Indeed, loans for rental projects under this plan 
had been cut off even earlier in the year. In May, however, Parliament 
allocated another $350 million to the Corporation to finance directly various 
types of low-cost housing in cases where private mortage funds are not 
available. This residual role for C.M.H.C. funds reflects the current increased 
interest in residential mortages by the private lending institutions. House
building activities have shown a notable general increase so far this year 
and it would appear that the predictions that the previous record number 
of starts of over 138,000 in 1955 would be exceeded in 1958 will be borne out.

The C.C.A. Housing Committee has been very interested to learn of the 
Federal Government’s new proposal to make mortgage funds available for a 
structurally sound but more basic type of house for which there is a demand 
in the smaller communities. The average annual income of those obtaining 
homes under the agency loan program approximated the $5,000 level. The 
further widening of the scope of lending operations now being contemplated 
so as to include families of even more modest incomes is very much in keeping 
with the objectives which brought about the establishment of Canada’s national 
housing legislation in the first place. Further announcements are therefore 
awaited with interest.

The Association has also been pleased to note the increase in interest in 
both the home improvement and community improvement, or “urban renewal”, 
Sections of the Act. There are obviously many economies to be gained through 
the proper repair and modernization of existing houses and although the decayed 
cores of our urban areas may have to be torn down, at least the existing 
municipal services can be used for the new buildings which replace the old. 
A valuable by-product of the home improvement program which deserves 
widespread endorsement is that it has stimulated wintertime employment since 
most of this type of work is not affected by questions of climate.

A second C.C.A. Housing Conference was held in Ottawa last week. It 
followed the same pattern as the initial conference, but had an enlarged 
attendance in the form of representation from consumers and community plan
ners. In reviewing the developments which had taken place during the seven- 
month period since the initial conference, delegates concluded that the factors 
of land cost and availability are generally more of a problem than actual 
construction costs or, currently, the availability of mortgage funds. It was 
also the concensus that greater emphasis should be given to multiple-type 
rental and ownership projects in the larger urban areas and that the difficulty 
reported by municipalities in providing feeder watermains and trunk sewers
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constituted a fundamental barrier in many centres to the construction of lower 
cost housing units. A copy of a statement released at the close of the conference 
is attached to our brief.
Recommendations and Comments:

The main C.C.A. policies concerning the National Housing Act are sum
marized briefly in the Housing Resolution adopted at the Association’s Annual 
Meeting in January 1958 a copy of which is attached to our brief.

The following remarks are designed to furnish amplification:
(i) Home ownership shoulld be encouraged:
In recent years a good many Canadian families, although eligible for an 

N.H.A. loan from an income standpoint, could not obtain one from the lending 
institutions because of a relative shortage of investment funds. The “agency 
loan” program and the present system whereby C.M.H.C. may make direct 
loans if N.H.A. loans from private lenders are not available to eligible borrowers 
have done much to overcome the above problem.

Continuing attention to this aspect of the housing program is strongly 
urged since it has long-term as well as current aspects. The development of 
a home-ownership market for those with modest incomes is not only very 
desirable in the social sence but will also be one of the main factors in the 
maintenance of a high volume of residential construction, which in itself is 
so important to the Canadian economy.

The construction industry has of course a great responsibility in meeting 
this challenge through the development of well- constructed and economical 
houses and their effective merchandising in the face of aggressive competition 
from consumer goods, cars, entertainment and travel. It should be emphasized, 
however, that the builders have to work under policies and conditions that are 
not of their own making and over which they frequently have little or no 
control. Moreover, the saving of even $1,000 in construction costs through 
new designs, materials and techniques may easily be wiped out by an increase 
in land cost of interest rate. The establishment of higher standards in specifi
cations and town planning controls may well be desirable but they also result 
in higher initial prices to the house-buyer. The tendency to require contractors 
to service the land rather than to have this work performed by the local 
municipality is also reflected in higher sales prices and larger mortgages. The 
provision of home ownership opportunities is therefore a joint responsibility.

Should the supply of investment funds for N.H.A. houses increase, there 
is still considerable scope for extending the provisions of the Act to facilitate 
home ownership for families with modest incomes. The terms of the Canadian 
legislation, for example, are more stringent than the equivalent legislation in 
the United States of America where down payments and carrying' charges 
are lower; mortgages can be obtained on existing houses; and mortgage interest 
and municipal taxes may be deducted for income tax purposes.

The Association would also like to reiterate its recommendation that a 
specific Home Savings Program be promoted to help people accumulate enough 
money for their down payment and so overcome what is usually the greatest 
barrier to home ownership.

(ii) It is recommended that assistance should be given in the financing 
of feeder watermains and trunk sewers for low-cost housing projects.

Many municipalities find it very difficult to finance the installation of 
services, particularly the “big pipes” for water and sewage. If builders are 
required to supply them, the cost per unit when included in the mortgage 
increases the down payment and carrying charges and many families are pre
vented from buying a home. Federal funds are available for local services
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under the land-assembly provisions of the National Housing Act and provincial 
assistance is available in some areas. The provision of major services in the 
larger cities, however, is excluded. An extension of the provisions of the 
National Housing Act, outright grants for a limited period and low-interest 
rate loans have been suggested as possible alternative courses of action. Any as
sistance along these lines would be most helpful in overcoming a serious 
barrier in many centres to residential construction, especially of a low-cost 
nature.

(iii) It is recommended that N.H.A. provisions for multiple-unit projects 
should be made more attractive to investors.

Notwithstanding the advocacy of encouragement to home ownership in 
(i) above, it must be recognized that it is desirable that more rental projects 
be built in urban areas in Canada. Approximately 70% of Canadian dwellings 
are owner occupied. This percentage ranks with the highest in the world 
and demonstrates the preference for individual houses held by Canadians. At 
the same time, the relative shortage of serviced land and the expensive 
problems of “urban sprawl” in most of our large cities inevitably mean that 
greater emphasis will have to be given to apartment blocks, row housing and 
semi-detached houses, in such area.

In general, private funds are available for high-rental projects where there 
is a demand for this type of accommodation and the provisions of the National 
Housing Act for limited-dividend companies are available for low-rental projects 
where the tenants are subject to income qualifications. The latter type of 
project, however, is not designed to attract investment funds in the ordinary 
way; sponsors are usually service clubs or other non-profit organizations.

Whereas the size of the N.H.A. loans available for individual houses was 
increased last year, no accompanying increase was made in the size of the 
loans for rental projects. Moreover, it is recommended that the Federal 
Government give consideration to the granting of loans for low-cost rental 
units on a similar basis to the previous agency loans available for this type 
of project in cities where there is a need for this type of accommodation.

It is also noted in passing that multiple-unit housing projects need not be 
on a rental basis. Home ownership and a more economical use of land are 
both possible and it is likely that there will be an increase in this type of 
arrangement for multiple units.

(iv) The National Housing Act provisions for public housing and urban 
redevelopment are considered to be satisfactory in their present form.

The C.C.A. advocated as a social measure, a modest program of subsidized, 
low-rental housing prior to the major revision of the National Housing Act 
in 1949. The Association believes that the present provisions are quite satis
factory and notes that the Municipal and Provincial Authorities are becoming 
increasingly aware of them.

(v) Interest rates should be kept under constant review.
The present rate of interest on insured mortgage loans under the National 

Housing Act is 6% and is related to the rate on long-term Government bonds. 
It would seem that the 6% rate is necessary at this time in order to attract 
investment funds from the private lending institutions. The Association would 
like to stress to members of the Committee, however, the very important 
effect that changes in the rate of interest have when calculated over the life 
of a mortgage. An increase of J% will run into four figures of dollars on this 
basis. Expressed the other way, a reduction of £% in interest rates would be 
the rough equivalent of adding another room at no extra cost. Even if new 
techniques brought about really substantial savings in construction costs, a 
reduction in interest rates of £% or 1% would likely bring about larger savings 
in total costs, when considered over the life of the mortgage.
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A close and continuing watch should therefore be maintained on the 
possibility of reducing interest rates. There would be sizeable savings even 
if the reduction applied only to part of the mortgage. For example, inasmuch 
as governments may generally loan money at lower rates than the individual 
citizen, it is cheaper if the services are installed by the local authority than if 
they are included in an insured mortgage under the N.H.A. at 6% or in the 
amount of a conventional housing loan at 7%. Then again, local improvements 
could be amortised by a municipality over 50 years, or twice the length of an 
overage housing mortgage, with ensuing reductions in annual costs.

Similarly, it is submitted that no attemps should be made to create an 
accumulating asset with regard to the premium paid for the insured loans. 
Losses under the Act during the whole post-war period have been negligible. 
While it is admittedly difficult to make predictions for future experience with 
N. H. A. mortgages, it does not appear that the thought behind the insurance 
plan of giving needed help to marginal borrowers has been operating to any 
extent.

(vi) Cooperation of authorities needed regarding land availability and 
planning controls.

Another factor that is usually outside of the builders’ control is the avail
ability of land at a reasonable cost. Much has already been said about the cost 
of servicing land. A related problem which also seriously hampers housing 
construction is that of restrictive zoning and planning which are not based in 
accordance with sound professional advice. Frequently restrictions of a tradi
tional nature on lot sizes, setbacks and against multiple-unit or lower cost 
houses are not as effective in enhancing property values as over all com
munity and regional planning. Some of the standards set for streets and 
services are unnecessarily high and the feasibility of erecting modest homes 
is often a serious problem. The time required to process a subdivision plan 
may well be one or two years.

(vii) Various resources of the building industry should be used to the 
utmost.

Reference has been made to the fact that the construction of housing is a 
responsibility shared by builders with designers, manufacturers, suppliers, 
financial institutions, governments, research organizations, planners, labour, 
real estate dealers and others. A deficiency in any one group seriously hampers 
the efforts of the construction industry or the other partners in the housing 
program. All must make their full contribution.

Similarly, it is essential that the various types of builder should be allowed 
to play their full part in the housing program, whether they be the merchant 
builder who frequently carries out multiple housing projects in the larger 
urban cities or the builder who works on a smaller scale in centres large and 
small on a more “custom” basis. The need for housing is great and both 
approaches should be assisted to the full. Houses erected in large developments 
or on individual lots will have different yardsticks for basic costs and 
appraisals.

The above is not intended to suggest that the services of all builders 
should be utilised, irrespective of efficiency or capacity. Indeed, the fact that 
the average life span of a housebuilding concern is under five years suggests 
that some form of minimum qualifications are in order. It is noted that a 
growing number of builders are providing warranties and are publicizing 
approved standards for electrical, heating and other installations. Bonded 
warranties and inspection for owners after completion of the house are other 
possibilities now being studied by our Housing Committee.
Conclusion:

Delegates at the recent C.C.A. Housing Conference agreed that the con
struction industry can by conventional methods produce a three-bedroom
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house for persons having incomes of $3,600 a year in areas with moderate 
land costs. These houses conform in all respects to the “Canadian Housing 
Standards” published by the National Research Council. It was also agreed that 
Canadian construction methods ~ and on-site costs compared favourably with 
those of any other country. On a square foot basis, there is better value today 
than ten or twenty years ago.

The construction industry stands ready to build housing of all types 
throughout the country and has the capacity to carry out larger programs 
without serious strain, especially if there is a larger volume of wintertime 
construction.

A substantial improvement in the housing situation has taken place in 
Canada during the post-war period. With our population, average incomes and 
housing standards rising steadily, it is doubtful that we will ever be com
pletely satisfied with the adequacy of our housing. The campaign to bring 
about steady improvement should be as comprehensive as possible and it is felt 
that the program of the Minister aiming at 140,000 starts in 1958 could and 
should be carried out this year without causing undue inflationary pressure, 
thereby improving the living quarters of a substantial portion of our popula
tion, giving more families a tangible stake in their community and providing 
additional employment both on the job sites and throughout a large number 
of supporting industries providing the materials, installations and furnishings 
incorporated into each new dwelling unit. The assistance given by federal 
housing legislation since its inception has been of considerable value in 
facilitating the erection of a substantial part of our housing program. A better 
combination of the various key factors in our housing program should bring 
even more spectacular results. Various authoritative studies indicate that this 
will be necessary if we are to keep pace with the growing demand for housing 
units during the next generation.

Thank you very much, gentlemen.
The Chairman: Have you anything to add to that, Mr. Caron?
Mr. Caron: No, sir, I have nothing to add to the brief as such. I would 

like to say that our Chairman, Mr. V. L. Leigh, of Victoria, would have been 
here, but unfortunately he could not stay over, because of the postponement 
of this particular meeting.

The Chairman: Now, honourable senators, before we proceed any further, 
are there any questions you have in mind?

Senator Connolly (Halifax North): I wonder, Mr. Chairman, if we 
could have an explanation or a description of the home referred to on page 
11,—families in the $3,600 wage class, three-bedroom homes?

Mr. Caron: Mr. Chairman, that house was the result of a survey from 
scratch, including the design of a house carried on by the National House 
Builders Association. They designed a three-bedroom house with an overall 
area of roughly 1,000 feet, with no basement, with a hot air heating system. 
Its particular features, in order to bring its cost down, and not reduce its 
quality structurally speaking, were, plywood floors, the walls were plaster, 
there was no basement, but there was what we call a “crawl space” of some 
two feet underneath. The whole building sat on a normal eight-inch-thick 
foundation wall, concrete poured, and suitably insulated itself, because the 
heating system was under the floor, slung to the floor, with openings around 
the baseboard, and the pipes from the heating furnace were horizontal and 
only a matter of six feet along or so from the furnace, so the heat found its 
way up. It had an asphalt shingle roof and storm windows, of course, and 
was painted.

Senator Euler: What is the cost of such a house?
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Mr. Caron: That house in the survey, including the land, worked out 
to around $8,000. There are one or two extras such as a carport or a bit 
of a porch over the front door and an asphalt drive which would add an
other $700 or so. Speaking personally I believe that in this particular case, 
the profit for that house was much too low; it was $400. Well, to me that 
is a ridiculously low price. No builder should have to expend the energy, 
incure the financial risk and fight with municipal, provincial and federal 
Governments—I use the term “fight” loosely!—for $400; it is not enough 
profit for a house.

Senator Euler: What would be the cost of the land, take on an average?
Mr. Caron: That type of house should not go on a lot that cost any more 

than $1,000. But there are cases where comparable houses would be placed 
on lots going as high as $1,500. But $500 would be about right.

Mr. Chutter: In Hespeler on a $500 lot, what is called the “Hipel House” 
was built for about $8,000. In Dartmouth they put up this house for $7,800, 
including land; and twenty-five of these buildings are now being built there.

Senator Connolly (Halifax North) : That is in the suburbs.
Mr. Chutter: Yes.
Senator Smith (Queens-Shelburne): We have information that it cost 

$7,800, and $2,000 for the land.
Mr. Chutter: In Dartmouth they were reasonable; the land was probably 

around $500.
Senator Smith ( Queens-Shelburne ) : That was not the information we 

got from Dr. Bates. I made a note of his answer.
Senator Thorvaldson: When you refer to $1,000 a lot, do you mean 

serviced?
Mr. Caron : Not necessarily. More often it is not serviced. Additional 

cost goes into the house to put in a well and septic tank system. I would like 
to add a few more words with reference to this particular house. There is no 
problem in constructing that house, and even adding a few more dollars to 
make the profit worth while to the builder, and the mortgage would be such 
that a man earning as low as even $3,000 a year could afford to buy it. But 
there is a social problem that comes into the thing. It is very difficult to find 
a municipality that will allow that quality of house to be built.

In the case of the house built at Hespeler, Ontario, it took quite a while for 
the National House Builders’ Association to find somebody who would allow 
them to build a house in their municipality. So I mention this additional 
problem.

Senator Connolly (Halifax North): Because it does not conform to build
ing standards in those communities?

Mr. Caron: No, sir. It generally conforms to the building physical stand
ards as such, but it does not conform to Joe Doakes across the street, who 
thinks he is better than the man who is going to live in that house.

Mr. Chutter: In some areas it would not be allowed because the municipal 
code would require fireproof construction. While it will conform to the Cana
dian Housing Standards, the local building codes in a good many centres would 
preclude its erection, because of local conditions.

Senator Haig: I would like to ask one question. I notice that they em
phasize in this report—as well as I could hear what the gentleman read; he 
did not read very distinctly, but he read it, and I would like to have it a little 
clearer, so that I could hear exactly what he was emphasizing. However, I did 
not hear any praise of any private lenders. The only praise I heard was to 
the effect that the Government was lending money on housing. What is the
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reason that the insurance companies, trust companies and private lenders are 
not lending money under this scheme? What is back of that? Let me tell you 
that in my city it is practically impossible to get a loan from anybody except 
C.M.H.C.

Mr. Caron: I will anwser that question to the best of my ability as a 
builder. Apparently the lending institutions have not the same volume of 
funds to lend. Therefore, they are going to take the very best ones they can. 
If they can lend money at a higher rate of interest at a larger volume per 
loan they are going to do so. That is my impression, and I think that is the 
answer to your question.

Senator Haig: I suggest to you another reason. About five years ago the 
private investor in house building was prohibited from taking a depreciation 
on income from housing property. The Income Tax Act prohibited it. Prior 
to that time there was a good deal of investment in housing by private 
investors. They will let you take depreciation now but if you sell the building 
in 10 years for more than the depreciated value, they make you pay income 
tax on that. I live in one of the smallest cities in Canada,—

Senator Connolly (Halifax North): Name it.
Senator Haig: These witnesses wouldn’t know it anyway. They are from 

Ontario. In my city a great many people, men like yourself, builders, invested 
in two or three houses. Sometimes they would own five houses and they 
delighted in making that kind of an investment. That sort of thing has all 
disappeared and I say it is because of the income tax regulation with respect 
to depreciation that was put on. They get practically nothing now but in most 
other things you get the benefit of depreciation.

Mr. Caron: I am afraid, Mr. Chairman, I do not quite follow the term 
depreciation as- it has been used. You say, senator, that prior to a certain date 
the lending institutions—

Senator Haig: The owners. They can get loans from the local institutions 
because the value has been depreciated and they are getting the benefit of it. 
Loan companies make a larger claim against it and get larger payments 
because they have that depreciation earned and they take that payment into 
account. I know what I am talking about.

Mr. Caron: I am sure you do, sir. Incidentally, may I ask: did you say 
that I was from Ontario?

Senator Haig: I am not from Ontario.
Senator Crerar: He lives in the “village” of Winnipeg.
Mr. Caron: I am sorry but I had not heard the part about Winnipeg. I 

was quite sincerely interested in knowing because I like to know where people 
come from.

Senator Haig: I have only been here a little while. You wouldn’t know me.
Senator Crerar: I think the point raised by Senator Haig has some 

validity. I presume it applies to urban dwellers as well, but take a farmer 
who builds a new house. He cannot claim depreciation on that house on his 
income tax return but he can claim depreciation on his binder, for instance.

Senator Haig: Yes, he can.
Senator Brunt: And he can on part of the house.
Senator Crerar: What part?
Senator Brunt: I think he can take depreciation on 25 per cent.
Senator Crerar: When did that come into effect?
Senator Brunt: I think it has been in for quite some time.
Senator Crerar: I will have to take another look at it then.
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Senator Brunt: You take a percentage of the value of the house and base 
your capital cost allowance on that.

Senator Crerar: That is within a recent time.
Senator Bouffard: It does not apply to anybody else but farmers.
Senator Crerar: I think the point has been very well taken. The point 

Senator Haig makes, as I understand it, is this. I built a house a few years ago 
in Winnipeg. That house depreciates in 30 or 40 years and if I look after it 
it will be through in 50 years. In other words, there is a depreciation on it 
each year. I cannot put a claim in my income tax return for a depreciation on 
that house. That is the point.

Senator Haig: That is correct.
Senator Crerar: I think there is something to it.
The Chairman: You are living in it though, are you not?
Senator Crerar: Of course I am living in it.
Mr. Caron: It is not clear to me how this would affect the lending insti

tutions. I can see how it would affect the individual who buys a house and 
eventually sells it at a loss.

Senator Haig: I was in the house-building business for nine years, from 
1922 to 1930. I didn’t build very much but we had a payroll of $400,000 to 
$500,000 a year. I was in partnership with another man, and we never had 
any trouble getting private funds during all those years. We didn’t have to 
go to anybody. We didn’t even have to go to trust companies and life insurance 
companies, but we did go sometimes and they gave us all we wanted. We told 
them we had a depreciation of 4 per cent on the value, and they could increase 
their annual payment by 4 per cent of the value and we would pay it because 
we would have a deduction on depreciation. We got all the loans we wanted 
at a good rate of interest.

Senator Bouffard: You couldn’t get loans for more than 40 or 50 per cent.
Senator Brunt: Sixty per cent.
Senator Haig: We got loans for 60 per cent.
Senator Bouffard: But in these cases they need a loan that goes up to 

90 per cent.
Senator Molson: Is it not a fact that this low-cost experiment at Dartmouth 

is being financed by a private lending institution, the Bank of Montreal, if I 
am not mistaken? Therefore, as far as this particular act is concerned there 
is private money available for low-cost housing.

Senator Bouffard: That is on insured mortgages.
Senator Molson: Yes.
The Chairman: Probably some consideration is being given to the credit 

worthiness of the borrower.
Senator Molson: It is on insured mortgages.
Senator Bouffard: In the last two or three years trust companies, banks 

and insurance companies have put millions of dollars into these insured mort
gages.

The Chairman: I should not be asking questions but how do they get 
around the $5,000 income bracket if the loan is on an insured mortgage? It 
would be interesting to know how that is done.

Senator Brunt: Perhaps Mr. Bates could give us that information.
Senator Leonard: There is no difficulty so long as the person for whom the 

house is being built has sufficient income to carry the amount of the mortgage.
The Chairman: But generally speaking they do not allow you to build 

a house for $3600 and get an insured loan on it.
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Senator Leonard: I take it the evidence of the witness is that the carrying 
charges of this particular house would be within the 27 per cent limit of a 
person earning $3,600 a year. Is that not the evidence you are giving?

Mr. Caron: That is correct. In the survey, they designed the house, 
went to the Central Mortgage, and said, “What mortgage will you give us on 
that?” With that answer they worked backwards and said, “Fine, a man 
earning so much is eligible financially to be given this mortgage.”

The Chairman: What is all this talk about lowering the income ratio? 
Maybe we should not be badgering you with these questions.

Mr. Caron: I think I can answer that one. We have picked the figure 
of $5,000. Actually, taking the whole country at large we should perhaps be 
thinking in terms of about $3,400, because $5,000 is a fairly high figure, and 
many people who appear to require housing the most and who for the most 
part are capable of handling the mortgage, that is, have the will and the 
good faith to carry out the deal, are earning in the neighbourhood of $3,200 
to $3,500.

Senator Reid: Can you not give us exact figures?
Mr. Caron: I have not got the exact figures, Mr. Chairman, but the 

average as I remember it throughout Canada is that people earning in the order 
of $4,200 a year are buying houses whose average cost to them is somewhere 
between $11,600 and $12,000. Now, that is certainly subject to check, because 
I am speaking from memory.

Senator Reid: Are you advocating the U.S. system should be considered 
here, to buy a home and obtain a loan?

Mr. Caron: It is not recommended as such but we suggest that it is easier 
for a person in the United States under comparable regulations to obtain 
housing. Personally I think that the man buying a house must have a sufficient 
equity in the house to make him a responsible person, a responsible signer of 
that mortgage.

Senator Crerar: What percentage would you put it at?
Mr. Caron: I would put it at about eight per cent more or less, sir.
Senator Crerar: That is, for a cost of $5,000 you put up $400?
Mr. Caron: Mathematically, that is correct.
Senator Euler: Beside the lot?
Mr. Caron: No, including the lot. Now, what is happening is that a lot 

of people are buying houses and putting up anywhere from ten to eleven 
per cent cash, but of that cash oftentimes fifty or sixty per cent of it is some 
private loan by some member of the family, so that actually he is pretty 
close to the line in so far as the equity is concerned.

Senator Crerar: In that case, if he got a private loan from his brother 
it would not affect his security?

Mr. Caron: No; I agree.
Senator Smith (Queens-Shelburne) : I would like to ask the witness a 

question in connection with a statement made in the brief on page 12, to 
the effect that 140,000 starts in 1958 could be made without causing undue 
inflationary pressure. The first question is, by “inflationary pressure”, does 
that mean price inflation or currency inflation?

Mr. Caron: Price inflation.
Senator Smith (Queens-Shelburne) : Would you care to comment as to 

the possibilities of currency inflation in view of the Government financing 
that must be done this year of almost $3J billion?

Mr. Caron: I am not sufficiently competent, Mr. Chairman, to answer 
that. I would like to put one remark in here. Those figures are the feeling
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of the minister and our conference that we had last week. My personal 
feeling is that if Montreal is any criterion I do not think we could sell that 
many of them. If that many houses are built you will have a glut on the 
market and they are not going to sell.

Senator Smith: You mean to say there are not enough family formations 
and people who will be in a position to buy houses to take care of that many?

Mr. Caron: I would put it this way, that there is not sufficient buying 
power—period. Just how that is brought about, I do not know.

Senator Smith: Do you think that situation might be changed if an 
'emphasis were put on low-cost housing? I am glad to hear that you feel the 
desirability of taking into account the man with the needy income, because 
$3,600 is far from average in some parts of the country. Do you think that 
if somehow emphasis could be put on the lower type house, that that number 
of starts, namely, 140,000 might be slowed up by the economy?

Mr. Caron: Yes, I do.
Senator Smith: One more question: I would like a little further comment 

on a statement which is made at the bottom of page 9 of the brief, which says, 
“it is submitted that no attempt should be made to create an accumulating 
asset with regard to the premium paid for the insured loans.” We had evidence 
the other day from Dr. Bates to the effect that the amount in the fund is now 
$30 million, and that if we had three per cent defaults this fund would be 
wiped out. Would you care to comment on the opinion Dr. Bates expressed 
here?

Mr. Chutter: When the insurance premium was put in the industry 
asked that a close check be kept to see that the extra expense was warranted. 
A lot of our association feel that the national housing legislation was intended 
to help what you might call marginal cases of people who could not afford a 
conventional mortgage. The number of foreclosures has been negligible in 
the post-war period. Under the insured loan system I think there have been 
seven loans, or something like that, which just had to be given up by the 
borrower. Our people feel, I think, that if the legislation is to do a real job 
the Government should anticipate that there will be a number of people who 
cannot continue to carry their mortgage. This is to help the marginal 
people. A check should be made as to whether or not, having regard to the 
insurance premiums which have already accumulated, $30 million will be 
sufficient. It is felt that the administration of the act should contemplate losses, 
if it is to do that job that is it intended to do. It should not be reckless, of 
course; but this clean record of practically no losses may be or may not be a 
thing to be proud of.

Senator McKeen: Is not one of the reasons of low losses due to the fact that 
when a man was in default on his mortgage, he sold his equity and the new 
buyer assumed the mortgage and continued the payment on the property? 
So in this case, although the original owner would be in the position of having 
to default he avoided this by a sale. But if as the witness says here he does 
not think we can handle or market 140,000 starts, may not the situation 
arise where these original buyers on mortgages will not be able to sell out, 
and then there will be a calling on the insurance fund which may deplete it 
completely, as it would only take 3 per cent of mortgages to cause this to 
happen?

Senator Reid: On page 5 of the brief, dealing with municipalities and the 
problem of providing feeder watermains and trunk sewers, which it is stated 
constitutes a fundamental barrier in many centres to the construction of lower 
cost housing units. My question is, are you merely drawing our attention to 
that, or are you advocating that the dominion Government should interest 
itself in matters of that kind?
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We feel that the Government through the should interest itself
in that problem; in other words, to finance the small municipalities in the 
installation of their trunk sewer systems.

Senator Brunt: By subsidies?
Mr. Caron: Definitely not.
Senator Brunt: How ?
Mr. Caron: By a straight loan.
Senator Brunt: The Ontario Government has that set up already for 

you now. The Government has set up a corporation in Ontario for the purpose 
of purchasing bonds issued by a municipality for the purpose of financing 
service installations. Do you want a duplication of that service from the 
Dominion Government? Is that what you are advocating?

Mr. Caron: That is one possibility.
Senator Brunt: There is another thing. If the Dominion Government is 

going to do this, then is the landowner and developer, and in many cases 
the landowner and developer is the builder, going to cut his profit on the land 
down to 10 per cent? Would you advocate that also? When you come to the 
Government on the one hand asking for assistance what are you willing to 
contribute as a builder-owner and land-developer?

Mr. Caron: Mr. Chairman, I have an answer to that. You have spoken, 
Senator Brunt, I think rather generally when you say that most house
builders are the land-developers. In my area that is not the case.

Senator Brunt: It is the case in my area, which is around Toronto.
Mr. Caron: Well, it is certainly not so in Montreal. Our problem in 

Montreal is that the cost of land has rocketed. There has been no control. 
I do not say there should have been control but nevertheless there has been no 
control at all, and a great deal of foreign money has come in and bought up 
this land and they are just hanging on to it waiting for me to come along and 
pay them a tremendous price in order to develop it.

In my case, as the builder, not now but during a period since the war I 
actually have built houses with a selling price that was controlled. In other 
words I was controlled but the owner of the land was not.

Senator Brunt: But you are not controlled now.
Mr. Caron: No.
Senator Brunt: And now is the time you are asking for this assistance. 

What I want to know is what have you to offer in return?
Mr. Caron: We are not asking for assistance in a direct sense, we are 

asking that the municipalities be assisted in financing these installations 
because, and again returning to Quebec, I can think of one particular munici
pality which could not sell their bonds to obtain the money for service 
installations.

Senator Brunt: But still that is for the benefit of the builder.
Mr. Caron: It is for the benefit of the man who is going to purchase the 

house.
Senator Brunt: But he is not here with the brief, it is the builder who is 

here wth the brief today asking for this assistance and benefit. Now, what 
have you to offer in return? I think we should have something. Are you going 
to cut your profit down, cut down the price of the land so that everybody 
will be making a contribution to lowering the cost of housing.

Senator Smith: Mr. Chairman, does that not follow from what the brief 
says? Does that not cut the cost of the serviced land down, to the benefit of 
the person who wants to buy a house?
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Mr. Caron: That is the answer, thank you Senator Smith.
Mr. Chutter: May I say, Mr. Chairman, that if the builder is going to 

be called on to install the “big pipes” this automatically increases the size of 
the mortgage and precludes the family with a modest income from financing 
the purchase of accommodation. The background of this recommendation came 
from the conference which was attended by representatives of all the key 
groups in the housing industry who sought to earmark all the handicaps to 
the construction of lower cost housing. It is a key factor, that the municipalities, 
even though there are various methods of financing open to them, say that they 
are not able to install these large sized pipes. It is a very expensive operation. 
Perhaps they could do it in many cases but nevertheless it is a big problem 
for them. If you try to earmark your problems this one of the installation of 
major services is a key one. The Dominion Government has already provided 
for sharing the cost of land assembly with regard to local services in con
junction with the provincial and local authorities. The Federal Government is 
prepared to advance 75 per cent of the cost of these smaller pipes under 
certain conditions.

As Senator Brunt mentioned a short while ago there is provision in Ontario 
whereby the Water Resources Commission finances the installation of big pipes 
for water but that is usually restricted to the smaller municipalities. In the 
larger urban areas this is still a fundamental problem. We offer three alter
native methods of solving this problem in the case of low cost housing: first, 
that the National Housing Act be expanded so as to cover not only local 
services but the larger services as well; secondly, through the form of an 
outright grant; and thirdly, through the provision of lower interest-ratë loans 
to the other Governments. These are three alternative suggestions which 
have been discussed on previous occasions with the Department of Finance, 
the Minister of Public Works and C.M.H.C. officials for some time.

Senator Isnor: Mr. Chairman, I want to ask a question but first I want
to make a comment in connection with the statement made by the witness
to the effect that he does not think 140,000 units can be consructed and sold 
this year. May I point out that there were 138,000 units constructed and sold, 
with very little loss, in 1955. With financial arrangements better today than 
ever before surely we can construct and sell the additional 2,000 units. That is 
my thought.

Mr. Caron: Mr. Chairman, in answer to that, may I say that that was
in 1955. I am sure that Senator Isnor has seen the Wall Street Journal
reasonably frequently of late and if he just takes a look at that he can realize 
the value of my argument in the fact that we could construct them but we 
could not sell them. May I say Mr. Chairman, that I am speaking personally 
on this and not as a representative of the construction industry.

Senator Isnor: You say conditions are not as good today for the selling 
of 2,000 additional homes as compared to conditions in 1955?

Mr. Caron: I say so, yes, particularly in the urban areas, and by urban 
areas I mean such places as Winnipeg, Vancouver, Toronto, Montreal.

Mr. Chutter: I think there is quite a general feeling in the housing 
industry that it would be pretty hard to maintain our housing program of 
140,000 units of the type of medium and higher cost units selling in the 
post-war period. If the lower cost housing market could be expanded, however, 
there is a very large potential market there which would enable the maintenance 
of a very large volume of house building activity even exceeding 140,000 units. 
In other words, the demand is there, but in the past, the factors which are 
necessary in combination to bring this about have not been there. Either the 
funds have not been available or one or more other key factors have not.
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This is in essence the main thought expressed in our brief: it is necessary 
to consider all of the key factors you need in combination to provide a large, 
long-range housing program. If that type of market for lower priced homes can 
be developed, I think the feeling of our association is there would be no difficulty 
in maintaining a larger housing program. In fact, most of the authoritative 
analyses on housing volume predictions, such as that of the Gordon Com
mission, indicate a program of from 180,000 to 200,000 units a year being 
required 10 or 20 years from now, when the current school children are 
married and building up their own families and need housing. This is the 
potential demand which would appear at that time.

Senator Isnor: You must bear in mind the Government has set no 
standards so far as these 140,000 units are concerned.

Mr. Chutter: That is true, yes.
Senator Isnor: Mr. Chairman, the question I really wanted to ask was, 

what would be the average so-called service charge in dollars and cents, 
referred to in the brief?

Mr. Caron: I take it, Mr. Chairman, the senator means for water, sewer 
and street.

Senator Isnor: Yes.
Senator Horner: And land?
Senator Isnor: No, just the service charge.
Mr. Caron: As a rough average, Mr. Chairman, I would say the cost 

per property for 50-foot frontage—that is a little on the small side, but it 
is the one I have been dealing with for the most part—would be in the order 
of between $1,700 and $2,000, which includes the sewer main, the water 
main, the sidewalk, and half of the cost of the road and pavement in front 
of the house.

Senator Isnor: In other words, if the service charge were eliminated you 
could increase the amount of the mortgage by $1,500 to $2,000?

Mr. Caron: I don’t follow your questions.
Senator Isnor: You said that you are looking for assistance from the 

Government, and you ended up with the suggestion that you do away with 
certain charges to help the municipalities, one of them being the service 
charge.

Mr. Caron: The trunk service charge. We are thinking primarily in this 
instance of where a man wants to make a subdivision in a place that is some 
distance removed from the existing trunk sewer, and there is a gap between 
the two, the cost for which the municipality could not tax the property owner, 
and could not possibly tax the individual who happened to own the property 
located in that gap. We are thinking of federal Government assistance, 
financially speaking, by way of a loan; the owner would pay it back as he 
does in his improvement taxes, for trunk sewer assistance that would stretch 
up to even a couple of miles.

Senator Isnor: But you do say in your brief that the service charge is 
taken into consideration when the application for loan is being considered.

Mr. Chutter: I think, sir, the distinction made was that in the past the 
cost of services has been borne by the municipality and repaid by local im
provement taxes; in other words, the municipality would install various services 
and get payment back over a period of years through local taxes.

Senator Isnor: Right.
Mr. Chutter: So that when a person went to buy a house, tlje mortgage 

would be based only on the cost of the house itself; he would put up a 
certain percentage as down payment, and he would pay the municipal taxes 
for the cost of the services. There has been a growing tendency for more and
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more municipalities who are experiencing financial problems of an overall 
nature, to say to prospective builders, “if you are to get a permit for this 
project you must install all the services.” This means that the cost of services 
is added to the cost of the house and bundled together in the mortgage; and 
instead of the down payment being, say, 10 per cent of the cost of the house, 
it is now 10 per cent of the cost of the house and the serviced land. This 
increases the down payment and the carrying charges, and it also means that 
a great number of people are cut out of the housing market by reason that 
they can no longer qualify under the limitation of the 27% debt services to 
income ratio if you throw the cost of services into the calculation.

Senator Isnor: I am putting it in the reverse, and saying if that is 
eliminated your mortgage could be large, because the cost to the builder would 
be less.

Mr. Caron: The cost to the builder is not less; somebody has to pay it some 
time. But if it is financed through the local improvement tax system, then 
the mortgage is lower at the outset.

Senator Pratt: Mr. Chairman, reference has been made to the gearing 
of the instalment financing to incomes of $3600 and upward with 27 per cent 
as the qualifying percentage to take up the amortization and expenses.

Mr. Caron: That is to amortize a loan, to pay fire insurance and taxes.
Senator Pratt: I have just made a calculation that a program involving 

140,000 units a year, on the basis of Canada’s present population, and taking 
an average of five per family, would mean that 4 per cent of the homes in 
Canada could in one year come under instalment obligations of 27 per cent 
of income and continue as such for 20 or 25 years. That indicates to me a 
pretty inflationary condition. At an average cost of $12,000 per unit, this 
would run to nearly $1,750 million in one year.

I am all for a house building program, but I think we have been gathering 
too many figures and looking at too many reports, good as they are, such as 
the Gordon Report, telling us what is going to happen in Canada 20 to 25 
years hence. We are apt to adopt all at once too much of the long range 
program which, in terms of pilling up debt, is inflationary. Long range 
planning we must do, but thinking in terms of 4 per cent of all families of 
Canada incurring, say, $1,740 million in loans every year we operate under 
this scheme indicates a pretty inflationary state of affairs.

Senator Wall: Mr. Chairman, could I ask for a clarification on some of the 
generalizations which appear on page 2 of the brief. I read these words at 
the bottom of page 2:

There was also an indication that lending values would in future 
more nearly approximate the actual construction costs of new homes.

What is the present problem? What is the disparity between land values 
and actual construction costs? You have a generalization here: what is the 
exact problem?

Mr. Caron: Where the house would cost the builder $9,000, the actual 
cost before he puts anything in, Central Mortgage would say, from the various 
factors involved, and perhaps the way the appraiser happened to feel that 
day—the human factor happens to come into it—“That house should be 
valued at $8,600 or some such figure.” There is your disparity. And when 
you get a difference of $400 in a house that is going to sell in the neighbour
hood of $10,000 or $11,000, it is quite a big factor.

Senator Wall: When you say that that house costs you $9,000, do you 
supply figures to the person who is doing the adjudicating?

Mr. Caron: Very much so. You are given a form. You apply for a 
mortgage; the builder applies for his mortgage to build, and there is a break
down on the back of the form of carpentry, concrete, bricks, and so on along
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the line. There is no place in the form, the breakdown for the man’s profit, 
so what he does, he takes his profit, which is going to be so much, and he 
adds a little all the way down the line, so at the bottom the cost is what he 
wants to sell that house for. The Central Mortgage and Housing figure has 
always been less. Whether you put it up at the final price, or whether you
put it at the net cost of the house, the figure is always less. You never get a
mortgage based on the figures you put on that form.

Mr. Chutter: The loan is not based on the actual cost of the house but 
on the appraised value put on the house for lending purposes. In the past, 
it was felt that the appraisals were on the low side, and there have been ad
justments in the last six months or more whereby more things have been 
taken into consideration in the establishment of the appraised value, so that 
the loan has been increased somewhat. That tendency has been helpful.

Mr. Caron: I would like to say, in all fairness to Central Mortgage and
Housing, it is pretty close to it. There is not a great deal of difference.

Senator Wall: At the bottom of page 4 you have a fascinating idea,—the 
ear-marking of national housing funds for specific purposes to meet the in
tended requirements. That is really what the basic thesis is. How can that 
ear-marking be extended to meet the needs or the intended requirements in 
the first place so as to provide money for the person who needs the house?

Mr. Caron: I can answer that by telling you what the Central Mortgage 
and Housing has already done with respect to what they call agency loans. 
Now, agency loans were loans from Government funds but released through 
the lending institution, and they were designed to help the alleged “forgotten 
man.” What they did was to restrict the area of the house to a given maximum 
number of square feet. You no doubt are familiar with the rental building 
financing plan known as “limited dividend”. There is a case where the pro
spective tenant’s income cannot be above a certain figure, and what interests 
me is to see just what they do when his income passes that figure, and how 
they are going to get him out of there?

Senator Wall: I understand that. But the thing that fascinates me is, 
supposing you have the Central Housing and Mortgage Corporation with $300 
million. It ear-marks that money and says, $100 million is going for limited 
dividend purposes, building purposes, and when the builders or the lending 
institutions use up the other money, and there isn’t any available, then in 
effect the construction industry would be forced to pay more attention to the 
areas of construction that they do not pay attention to.

Mr. Chutter: I think the reason for this reference in the brief, is that 
in the past, the intent of the act was not being realized. A person could afford 
a down payment and the carrying charges but, previous to the agency loan 
program in recent years, the mortgage funds supply situation was such that he 
could not find anybody who was willing to extend mortgage funds to him 
under the National Housing Act. The Central Mortgage and Housing Corpora
tion could only make direct loans in certain size communities. In the larger 
communities the demand for funds was such that the lending institutions 
would be pretty selective, and if they could extend a mortgage on a larger 
house there would be the natural preference to do that, rather than lend on a 
small house. Therefore, a number of eligible people, though they had the 
income for financing a house under the National Housing Act, could not get 
the funds. The small homes program, however, specified that funds would be 
available for housing units with a maximum floor area of modest size. There 
was a very heavy demand in respect to this program.

Senator Brunt: What I would like to refer to is paragraph (vi) on page 10. 
There are a number of matters there which seem to restrict the providing of 
houses. Are not all of these matters a provincial and municipal problem, and
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has the dominion Government anything to do with holding up a plan for one or 
two years? They have nothing to do with lot sizes, other than the Central 
Mortgage and Housing Corporation requires certain definite sizes and these 
other things that are referred to in detail.

Mr. Caron: They are strictly municipal affairs.
Senator Brunt: I have one other question and I would just like an ex

planation about it. Starting at line 7 on page 6 of the brief it reads: “Moreover, 
the saving of even $1,000 in construction costs through new designs, materials 
and techniques may easily be wiped out by an increase—” and I am not going 
to read the next three words because I understand about that—“in interest 
rate.” I would like a further explanation as to that.

Mr. Chutter: We have had several examples in recent years when the 
interest rate has been increased. If you take the overall cost of a home you 
have to take the whole 25-year period of the mortgage. I remember that in 
the 1954 hearing there was material supplied by C.M.H.C. showing the effect of 
increases or decreases in the interest rate spread over a 20, 25 or 30-year 
mortgage. An increase of J per cent say, from 5J per cent, would amount to 
an additional $1,000 or more over a 25-year period.

Senator Bouffard: This is a carrying charge?
Mr. Chutter: This is the overall cost.
Senator Brunt: Does the average house buyer ever inquire about the 

overall cost?
Mr. Caron: Only in so far as his monthly disbursements are concerned. 

We do get the occasional person who is an auditor or a would-be auditor who 
works it out and says, “My gosh, instead of paying $10,000 back I am paying 
$14,000 back.” i

Senator Brunt: And that increase in the overall cost does not in any way 
prevent the sale of a house with respect to a man’s income?

Mr. Caron: Only in this respect, that it is within the realm of possibility 
that if a loan, say at 5$ per cent were made it would require a certain capital 
payment to amortize, and that, multiplied by 12, equals the annual. Then it is 
increased to 6 per cent. As I say, it is possible that a man’s income might be 
close to the line and he is no longer eligible for an N.H.A. loan on the 27 per 
cent of income carrying charge basis. Then the lending institution makes a 
particularly careful credit investigation of that man and I would say that for 
the most part the advantage is given to him.

Senator Brunt: That is all, thanks.
Senator Molson: It seems to me there is one aspect of this question we 

have not touched upon, and that is the actual cost of houses in general. I 
would like to ask Mr. Caron how the cost per square foot of these houses has 
varied in, say, the last five years? We have been speaking about inflation and 
the limitations of people to buy houses, but how has the cost of these houses 
changed?

Mr. Caron: Take a bungalow which sells for $11,500, $12,000 or $12,500, 
exclusive of the land. Taking the area once and ignoring the basement, that 
house costs roughly $10.50 a quare foot. Five years ago it cost about $8.50. 
What has taken place, Mr. Chairman, is that the builders have become more 
efficient. They have used more power tools, for instance. The price of materials 
have recently come down but the price of labour has crept up a little so that 
it is almost even-Steven. It is a little more expensive now per square foot than 
it was.

Senator Molson: You have said $2 more per square foot.
Mr. Caron: Yes, roughly $2.
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Senator Molson: It is a good deal more expensive then, isn’t it?
Mr. Caron: The percentage profit has not moved and if anything it has 

come down.
Senator Brunt: What would be the area of an average bungalow that 

you have referred to?
Mr. Caron: About 1,065 to 1,100 feet.
Senator Brunt: It would be $220, the increase.
Senator Molson: What is the change in the labour cost? You say materials 

have come down but labour has gone up. What is the increase in labour costs 
in five years?

Mr. Caron: It is a little difficult to say over a five-year period they creep up 
about 10 to 15 cents an hour every year in our area.

Senator Reid: What about productivity? Carpenters are not doing half 
the work they were doing 10 years ago. The same is true of bricklayers.

Senator Molson: Could I get an answer to my question about the cost of 
the labour content?

Mr. Chutter: Going back to the average cost per square foot over a five- 
year period, in 1957 the average cost per square foot under N.H.A. was $10.71, 
whereas in 1953 it was $9.05. So over a five-year period the average price per 
square foot of an N.H.A. house has risen about $1.66, part of which represents 
increased standards.

Senator Brunt: Mr. Chairman,'might I just correct something I said. My 
mathematics were bad when I said $220. I think it should have been $2,200.

The Chairman: Yes, sure it should have been.
Senator Crerar: Just a slight error.
Mr. Caron: I am sorry you brought that out. I was patting myself on the 

back.
Senator Pearson: The cost of land has gone up as well.
Mr. Caron: Oh yes, terrificly.
Senator Pearson: And that increases the cost to the purchaser.
Mr. Caron: Yes.
Mr. Chutter: According to the index of construction wage rates there 

has been a national average of roughly 20 per cent over the last five years.
Senator Walls: What years?
Mr. Chutter: 1953 to 1957.
Senator Reid: I would like to ask a question as to productivity of the 

artisans. I know that wages have gone up but I also know from personal 
experience that carpenters and bricklayers are not doing anything in the way 
of productivity that they did years ago. What about the productivity of the 
artisans and other workers? If they do not produce as much it would add to 
the cost.

Mr. Caron: I can base my answer on my own experience, and I have been 
in the housebuilding business since the end of the war only.

It is my experience that if a builder can keep sufficiently busy to maintain 
a reasonably-sized organization where he is using the same men, his product- 
fluctuates up and down, for instance, and there is no building in winter, and 
ivity stays level as the cost of the labour increases, but where business 
in summer you get going again, it appears to be getting less all the time.

Senator Reid: Is it not true that there are unions holding down men to do 
so many doors or windows, and to lay so many bricks a day? We did four 
times the work years ago than they do now.
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Mr. Caron: That impression goes for any industry. It would appear to me 
that any time we have a war, the incentive to wark following that war period 
decreases, and there is a general attitude of ‘let the Government do it’.

Senator Reid: And it add to the costs?
Mr. Caron: Absolutely.
Senator Leonard: Could you give us a rough idea of what percentage of 

$10.71 a square foot, the cost at the present time, goes to labour on the job, 
and what for material?

Mr. Caron: Yes, that is about 50 per cent for labour and, 45 per cent for 
materials and sub-contractors cost (which includes labour naturally) and 5 per 
cent of what you have forgotten about.

Senator Reid: I must disagree with that statement, when you say on a 
square foot basis. Do we get better value today?

Mr. Caron: In reply to that remark, which by the way I have heard 
before, my father’s house having been built by artisans in 1912, I would say 
that regarding the houses that are selling today at, let us say, $11,000 which in 
the early thirties were probably selling at $6,000; I reiterate, sir, that the 
comparable house today is higher grade, it is a better house, the materials 
themselves are better, and Central Mortgage and Housing specifications are 
such that we make a better house. Now, I cannot argue that with regard to 
houses that cost, let us say, from $50,000 upwards. If I may return to my 
father’s house, where I was brought up, there are certain materials in there, 
mahogany panelling, and the like, that you cannot get today, but for the 
$5,000 a year man, for the run of the mill house, I will stack against the 
old one any time the house that is built today.

Senator Wall: May I ask a question? The Canadian.Construction Associa
tion has a statement on page 7 of the brief which says, “National Housing Act 
provisions for multiple-unit projects should be made more attractive to 
investors”, and it goes on to speak about apartment blocks, row housing and 
semi-detached houses. In view of the probable developments of multiple-unit 
projects, has this association given any thought to making this type of multiple- 
unit project available to owners on some co-operative basis? What is the 
trend in the thinking, and what are the steps that are being taken to sponsor 
this type of an idea?

Mr. Chutter: If I may answer that, there are a small but growing number 
of examples. There are many such building in Europe, but here in Canada 
there are relatively few. References were made in the brief to examples of 
that type of ownership, of an apartment, or half of a house, or a unit in row 
housing. It is on the increase. At the moment these projects are mainly being 
sponsored by people getting together on a co-operative basis.

Senator Wall: Supposing, for instance, fifty of us get together to build 
an apartment block, what are some of the problems that would deter people 
from doing that kind of thing?

Mr. Chutter: We are told by the financial institutions that there is no 
reason why it should not be done on a greater scale. Probably has not taken 
place because people are not used to it and it is not part of our tradition.

Senator Bouffard: There are more examples of it in Europe?
Mr. Chutter: Yes.
Senator Reid: For information, on page 7, the brief says, “The terms of the 

Canadian legislation, for example, are more stringent than the equivalent 
legislation in the United States of America where down payments and carrying 
charges are lower.” Could I take it that there is no age limit for a person
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buying a home? You would not, for example, sell a man a Home if he was 
over 50 years of age, or would you?

Mr. Caron: Well, there is an age limit.
Senator Reid: Why is age limit put in?
Mr. Caron: This refers to lower down payments and lower rates of 

interest.
Senator Reid: But a younger man has a longer period of years to pay off.
Mr. Caron: Well, yes; I do not know what the situation is in the United 

States; however, in Canada if a man is 55 they take a good close look at him.
Senator Pearson: Would the position of the low income man be improved 

if you had a scheme for the remodelling of older houses?
Mr. Caron: We certainly think so.
Senator Pearson: What I am thinking about is the houses in the central 

part of the city which are going down greatly in value, and looks, and 
accommodation, and everything else, but if those were brought up to standard 
there would not be such a demand for low cost houses in the outside areas, 
where it is so difficult for a man to get in to his work, and adds to his 
expenses.

Mr. Chutter: It is often more expensive to buy an old house which may 
be still structurally sound than a new house. It is felt by the construction 
industry that if older houses could be purchased under N.H.A. terms and 
home improvement loans used to modernize them or to correct defects, then 
more people would get into the housing market. Everybody does not buy a 
new car, but a lot buy a second hand model at a lower price under the same 
financing arrangements.

Senator Brunt: There are facilities now for home improvement loans?
Mr. Chutter: Yes.
Senator Pratt: What is the average cost of taking over the mortgage 

financed homes, in the last say four or five years, or what would be the 
approximate average cost?

Mr. Caron: You mean the average price of the house? Somewhere in 
the order of $13,250.

Senator Pratt: I was thinking of the average construction cost.
Senator Crerar: May I ask if there is any change in the demand for style?
Mr. Caron: Yes, Mr. Chairman. It has been most interesting, as a matter 

of fact. Six years ago the great demand was for two-story houses or the two- 
storey cottage as they called it. The tremendous volume of American pub
lications on housing caused the style to change to bungalows, first, and then 
to split levels. They just poured on to the market. This year, however, we 
see a trend going back to the two-storey house for two reasons: the basic 
reason is that you can put it on a smaller lot and the land will cost less and 
there is less lot to look after on the part of the owner. That is a factor that 
is often forgotten. Secondly, there is a trend towards people wanting their 
bedrooms on a different level from their living rooms.

Senator Pearson: I suppose it is better to have the youngsters away 
from the entertainment that is going on in the evening by having their 
sleeping quarters upstairs.

Mr. Caron: Yes, that naturally comes about. Even when they are not 
entertaining they are noisier at night, and the children are more easily 
wakened.

The Chairman: What do you find in the cost per square foot relationship 
as between the ranch house, the bungalow, the split level and the two-storey 
house?
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Mr. Caron: I quoted $10.50 a square foot for a bungalow, and for a two- 
storey house with maybe a little more volume of house it would run about $10.00 
or $9.80, in there somewhere. It is definitely less.

The Chairman: But not too much?
Mr. Caron: But enough to be worthwhile.
Senator Smith: Did you say that the two-storey house has more square 

footage?
Mr. Caron: Slightly.
Senator Smith: Then does that not make the cost exactly the same—you 

are getting more square footage and it is costing a little less per square foot?
Mr. Caron: You get more square footage and it is costing a little less per 

square foot. However, I have just taken $10.50 and $9.80 offhand, but I could 
work it out mathematically for the same number of square feet.

Mr. Chutter: I think, Mr. Chairman, the two-storey house, generally 
speaking, is more economical than the rambling ranch house because of less 
wall and less roof.

Senator Bouffard: And less foundation.
Mr. Chutter: Yes.
Senator Molson: Would the heating costs be more economical?
Mr. Caron: Very much so.
Senator Molson: And maintenance?
Mr. Caron: Well, no, the things you have more of in the outside surface 

of a bungalow wear or last much longer, so if there is more of it it is no 
serious difference in maintenance costs. Generally, a two-storey house has 
more wood and material that requires more painting and looking after.

Senator Molson: What about snow on the roof and so on?
Mr. Caron: I would not think that makes much difference. The snow is 

going to stay there if the house is properly insulated, and do no particular 
harm.

Senator Smith: What is the cost factor in the story and a half house?
Mr. Caron: I can answer your question, Senator Smith, quite accurately 

from personal experience. In a story and a half house the cost is just as 
much as in a two-story house because of extra man-hours that go into the 
roof and the partitions which cause the builder to lose any advantage he may 
have had.

Mr. Chairman, could I go back to a point that was mentioned by Senator 
Pearson, who mentioned the possibility of getting N.H.A. mortgages on old 
houses in town because if a man lived in town he will be closer to his work. 
It is rather an interesting fact that for a lot of people living in the centre 
of the urban area their work is away out on the outskirts, and vice versa. We 
are running into that problem union-wise because in Montreal we have a great 
deal of trouble in that the unions want their members to be paid for travelling 
time. Now, the question is where do you start travelling time? Where the 
streetcar ends? It is a never-ending problem and we have not the answer to 
it yet. But from that point of view it makes no difference where you are living.

Senator Crerar: Did you say that they want to be paid for the time taken 
to travel to their work?

Mr. Caron: Yes, they do.
Senator Crerar: Have you run across any demand yet where they want 

to be paid when they are sleeping?
Mr. Caron: It would not surprise me at all if that was in the cards. I am 

negotiating Chairman of the Montreal Builders Exchange and it has turned
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out to be a very interesting job to see what the unions are asking for their 
members. However, Mr. Chairman, I would like to stop there.

The Chairman : Has anybody else any questions to ask?
Senator McKeen: Mr. Chairman, with regard to the installation of utilities 

built as between the municipality or by the builder, I would like to know how 
much the buyer of a house would save in the overall cost of the house. If 
the utilities are installed by the municipality then of course the payments 
under the N.H.A. would be less, but the cost for installing these utilities has 
to be paid for by local improvement taxes, so the annual taxes may be higher. 
Of course, the municipality being able to borrow money at a lower rate than 
the builder can borrow under the National Housing Act the prospective home- 
owner would save something due to the difference in the interest rates. How 
much do that amount to?' A buyer may be fooled when he buys a house think
ing he is getting it that much cheaper, but when a municipality installs the 
utilities the owner’s taxes are going to go up.

Mr. Caron: I would say the answer to that is where it is financed in the 
usual manner through local improvement taxes he is going to pay more taxes, 
no doubt about that, but the problem of the builder is to find the cash to 
make the greater capital disbursements required to install these facilities.

Senator McKeen: So the overall cost would be higher if the builder puts 
in the improvements?

Mr. Caron: I would think so.
The Chairman : Before we adjourn, I would like on behalf of the com

mittee to extend to you Mr. Caron and to you Mr. Chutter, and more espe
cially to Mr. Caron because he has been under fire to a greater extent than 
you, Mr. Chutter, our appreciation of your presentation.

The committee adjourned until 10 30 a.m. July 3, 1958.
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THE SENATE

STANDING COMMITTEE ON FINANCE

Ottawa, Thursday, July 3, 1958.

EVIDENCE

The Standing Committee on Finance, to which was referred the report 
of the Central Mortgage and Housing Corporation for the fiscal year ended 
31st December, 1957, met this day at 10.30 a.m.

Senator Hawkins in the chair.
The Chairman: Gentlemen, we have a quorum. Will you come to order, 

please?
We have with us this morning Mr. Maurice Joubert, President of the 

National House Builders Association, and Mr. John Caulfield Smith, Executive 
Vice-President of the National House Builders Association, who intends to 
present a brief on behalf of the association. Mr. Smith also intends to present 
a brief on behalf of the Urban Development Institute of Ontario. Mr. W. M. 
Thompson, President of that organization, had intended to present the brief 
himself but he cannot be here. I would now call upon Mr. Smith to present 
the brief of the National House Builders Association.

Mr. John Caulfield Smith: Mr. Chairman and gentlemen, I am the 
Executive Vice-President of the National House Builders Association and as 
such I look after the day-to-day routine matters of the organization. How
ever, in view of the fact that our President, Maurice Joubert of Montreal, is 
here, I believe it might be more fitting that if you have any questions to ask 
directly bearing upon construction or land development, you direct them 
to him. Mr. Chairman, is it your pleasure that I read this presentation?

The Chairman: Yes.
Mr. Smith: First, honourable senators, a word or two about this organiza

tion. The National House Builders Association was incorporated under federal 
charter in 1943. At the present time it is composed of 34 local builders’ organ
izations having a total membership in the neighbourhood of 2,400 in principal 
cities from St. John’s, Newfoundland, to Victoria, British Columbia. The 
membership is made up not only of builders, although they constitute the 
majority, but of subcontractors and suppliers. Reliable figures are hard to 
obtain but it has been estimated that 75 per cent of our total housing production 
comes from builders erecting houses for sale. These builders are independent 
businessmen, risking their own investment capital, with of course certain 
assistance provided through conventional mortgage channels and N.H.A. 
mortgage channels. The important thing to remember, I think, is that they 
are risking their own money, and they do not depend in their operations upon 
advances from owners upon architect’s certification. These people are entre
preneurs in their own right, and while some are general contractors as well as 
builders, as a group builders should be distinguished from general contractors.
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The brief follows:

To the Chairman and Members, 
Standing Committee on Finance, 
The Senate, Ottawa.
Honourable Senators:

PART I
The National House Builders Association appreciates being given this 

opportunity to comment on the administration of the National Housing Act 
by Central Mortgage & Housing Corporation.

In the opinion of our Association, the Corporation has fairly and com
petently administered the legislation. At all times, the Association has been 
encouraged by the national, regional and local officers of CMHC in expanding 
the range and scope of its activities.

Support given by the Corporation to our building research program, 
annual convention, and various other projects also deserves mention.

Close liaison has been established between our Association’s component 
local associations and local CMHC offices in all centers where such local 
associations and offices exist. Joint meetings between a builders’ committee on 
one hand and corporation officials on the other, provide a means of settling 
questions before they become disputes, for pooling ideas and exchanging 
information.

When an issue arises which cannot be settled locally, it is brought to 
the attention of CMHC head office by the National Association. Sometimes 
recourse is had to the appropriate regional office of the Corporation for 
preliminary discussion, but the NHBA is not organized on a regional basis. 
Therefore, the greater part of its work has to be done at the local and 
national levels.

Occasionally, a member of a NHBA component local association may voice 
a complaint against CMHC, as an individual. In cases where this happens, the 
member may be unaware of the liaison mechanism existing between his 
organization and the Corporation, or he may choose to circumvent it.

If the facilities provided are not used, it cannot be said that either CMHC 
or the National House Builders Association are at fault.

Suggested Recommendation:
As a method of improving administration of NHA, the recommendation 

is made that even closer liaison be contemplated by Central Mortgage in its 
dealings with the National Association.

Sharing of advance thinking of the Corporation at its top level would 
help to pave the way for readier, more intelligent compliance by home 
builders with CMHC rules, regulations and interpretations. At present, these 
sometimes come to them as a surprise. Exposure to builders’ points of view, 
ideas and suggestions on specific proposals, could result in the Corporation’s 
administration of the Act being more acceptable and workable.

PART II

Some general observations as regards housing and the house building 
industry follow, in the belief that they will be of interest.

Finance Source of Worry:
By and large, builders have two main concerns. The first is the recurring 

shortage of mortgage money. The second is the growing scarcity of serviced 
land.
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With respect to mortgage money, the federal government has accepted a 
residual position in financing the construction of low cost houses. However, 
ministers of the crown have stated that this is but a temporary expedient. 
They say that the government does not wish to be directly involved in 
mortgage financing on a permanent and substantial basis.

The fact must be faced that Canada suffers from a lack of long term 
capital. Mortgages must compete with many other types of essential invest
ment. Insofar as the low cost house is concerned, conventional lenders usually 
rule it out for reasons of size, type and/or location. If low cost houses are to 
be built year after year, in the numbers required by Canadians, the govern
ment will have to devise an adequate financing plan with as much practical 
application for lenders as for builders.

It is believed that such a plan should offer:
(1) Additional incentive for the lender, perhaps in the form of an in

creased guarantee.
(2) Supplementary assistance to the house purchaser with respect to his 

down payment.
(3) If necessary, a special mortgage fund created through the sale of 

national housing bonds.

Serviced Land Another Problem:
As a problem, lack of serviced land is as important as uncertain mortgage 

financing. Land that is served by feeder watermains and trunk sewers is not 
only scarce, it threatens to grow scarcer. Therefore, such serviced land as does 
exist, and can be made available, is rising in price.

Measures are called for which will ensure that the supply of serviced land 
will keep pace with demand for it. Even better, a “stock pile” of serviced land 
might be created.

This proposal does not visualize the installation of water and sewer 
facilities on every street in areas designated for residential development. Such 
was the practice prior to 1930 and adherence to it resulted in financial embar
rassment to many municipalities. No, what is meant is the provision—in 
advance of use—of feeder mains and trunk sewers only.

With a steady supply of serviced land, it is logical to expect that com
petition amongst builders would hold the line on new house prices, and 
eventually help to reduce them.

This would have its effect on used house prices as well. At present, the 
value of much of our inventory of older dwellings is inflated. Availability of 
more serviced land would help to bring about an adjustment.

At the same time, if the purchase of a used house were to be made possible 
under the N.H.A., on approximately the same terms as those prevailing in the 
United States, many people who now cannot afford the high down payment 
required on an older dwelling, could buy one.

What Steps Should Be Taken?
It is at the municipal level that most obstacles to the provision of serviced 

land are encountered. These obstacles exist for perfectly understandable 
reasons, but so far no serious effort has been made to come to grips with them. 
Land servicing is dealt with on a hand-to-mouth basis, with the result that a 
maze of conflicting, often non-co-operating authorities have been created. Their 
operations often result in expensive delays that further boost prices.

The federal government has recognized, in the National Housing Act, that 
under certain circumstances it has a responsibility to help in providing land 
on which to build housing. Some provincial governments and a few municipali
ties have undertaken to share this obligation. But the result, in the form of 
serviced land, is a mere drop in the bucket.
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It is realized that the British North America Act places municipalities 
under provincial jurisdiction. Yet an issue of national importance confronts us. 
Because of the size and nature of the investment required, surely all three levels 
of government can co-operate in evolving an adequate financing plan that will 
produce a reliable and steady supply of serviced land.

As a start, could not the federal government lead in sponsoring legislation 
with respect to the servicing of land, which would be as constructive in its 
way as the first Dominion and National Housing Acts were as regards mortgage 
financing when they were introduced?

Role Played By Research:
With adequate mortgage financing and an assured supply of serviced land, 

builders would be able to pay more attention to achieving lower building costs 
through research.

As a group, builders possess a native ingenuity and inventiveness. They 
are quick to evolve and to adapt new developments in residential design, 
building materials and techniques that suit the markets they serve.

Evidence of what can be accomplished in this direction is shown by the 
construction in 1957, in Hespeler, Ontario, of the National House Builders 
Association budget research house. Gentlemen, you will find on your desk a 
copy of the National House Builder, on page 6 of which you will find the 
beginning of this story of the budget research house which spells out in some 
detail the construction techniques and the cost economies effected.

It was built by George Hipel, a member of our Research Committee; this 
3-bedroom frame house cost $7,045—not including charges for water and sewer, 
legal and financing charges, insurance and land.

It was financed by CMHC under the National Housing Act. The budget 
research house does not conform in several aspects to the building standards 
established by the Corporation. But, then, nothing would have been proven 
if it had! Building to CMHC standards would have cost an additional $400 
or so. To build using brick instead of frame, would have cost another $400.

In years to come, our Association wants to initiate and execute a much 
more ambitious research program. It hopes that its findings can be speedily 
translated into amendments to the National Building Code, a document whose 
adoption it advocates as the official building code of every Canadian city and 
town.

Some progress has been made in this direction, but much remains to be 
done. One code for the entire country would permit the benefits offered by 
technological advances in residential building materials, methods and equip
ment, to reach the housing market with less delay.

Long Range Recommendations:
The issue of housing is a big one. How can we best provide on a long term 

basis with efficiency and economy, the housing which will be required by 
future generations? Only a bold approach will serve the purpose. Our 
Association believes that it will prove effective if directed in two ways:

1. Creation of a more permanent solution to the problem of mortgage 
financing for the low cost house.

2. Enactment of measures to ensure continuous provision of an adequate 
supply of serviced land.

Respectfully submitted,
The Chairman: Mr. Smith and Mr. Joubert, I want to congratulate you 

on your presentation of a very thought provoking brief, and I am sure that it 
will stimulate a lot of questioning from the committee. At the moment the 
committee is open for questions.
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Senator Reid: Mr. Chairman, may I ask the witness if any progress has 
been made towards building houses that can be put up by the purchaser, or the 
owner of the lot on which it is to be erected, a house that can be made up of 
the parts bought from a construction company? Where I come from in British 
Columbia a person can buy a house in that way for $6,000 not included in the 
cost of the lot, and that price includes everything.

Senator Horner: How many bedrooms would be in that house?
Senator Reid: Two bedrooms, with a carport for an automobile. There is 

one lumber company especially which specializes in that type of house. I am 
wondering if your association has done anything of that kind in the east?

Mr. Smith: As an association we have not had too much participation in 
préfabrication or factory production of units, but many of our members are 
engaged in just that business, particularly in the western provinces.

Senator Reid: It is very popular.
Mr. Smith: And solves many problems.
Senator Reid: One further question: do I take it that you are advocating 

that the Government go into the mortgage business? On page 4 of your brief 
you say that the Government does not wish to be directly involved in mortgage 
financing on a permanent and substantial basis. Are you advocating that the 
Government do that very thing?

Mr. Joubert: We recognize the Government should stay out of regular 
lending. We recognize this is part of a free enterprise system in Canada, and 
it is not necessary that the Government engage in permanent mortgage financ
ing; but we suggest under the item of low cost house financing, that if the 
need arises it may be useful to have a special fund, because currently the 
regular lenders are afraid to loan on low cost houses.

Senator Bouffard: Who would put the money into the fund?
Mr. Joubert: It would be by the ordinary means, by subscription to bond 

issues or something like that. It is a special tool or way of solving a particular 
problem.

Senator Bouffard: If there was a bond issue the Government would have 
to be responsible for it.

Senator Brunt: They would have to guarantee it.
Mr. Joubert: They would have to give some help in that field.
Senator Pratt: We heard evidence the other day from the Central 

Mortgage and Housing officials that emphasis was being laid by them on their 
aim to .have low cost housing developed.

Mr. Joubert: Yes.
Senator Pratt: I was wondering what more is necessary from the point of 

view of Government sponsorship for the low cost housing. That comes under 
the C.M.H.C. plan now, where they have a definite objective to have a bigger 
proportion of low cost houses financed by their organization.

Mr. Joubert: We agree that it is the role of C.M.H.C., and the National 
Housing Act was set up for that purpose; although, currently loans for houses 
below $10,000 are difficult to be had in any numbers for the development of 
low cost housing. That is a very delicate situation, but it is one of the reasons 
why more low cost houses are not built.

Senator Brunt: This $350 million that was voted by Parliament for hous
ing is to be used for low cost houses?

Mr. Joubert: Yes, it is directed for that purpose.
Senator Brunt: You do not think that is sufficient?
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Mr. Joubert: It is residual lending, and we believe that the position of 
the Government remaining as a residual lender is the correct one.

Senator Brunt: You do not think there is enough money in the $350 
million to look after the low cost housing?

Mr. Joubert: We are not discussing the $350 million in our brief, but this 
would bring us to mention that the $350 million appropriation is a kind of 
reserve that is set up by the Government, and the reserve currently is for a 
certain number of housing units, over a certain number of undetermined years. 
It could be used at different times according to whether the situation was 
regarded as serious or not.

Senator Brunt: There are no restrictions on time with respect to the 
$350 million.

Mr. Joubert: There are no restrictions.
Senator Brunt: So that anyone building a low cost house who has been 

turned down by two recognized lenders, can go to the fund and get the money.
Mr. Joubert: Yes.
Senator Brunt: Do you not think that the fund will provide enough money 

for low cost housing?
Mr. Joubert: It is difficult to say whether the $350 million is enough or 

not. This money has just been voted, and I am not an expert on financing to 
say whether it is enough.

Senator Brunt: I understood you to say it was difficult to get mortgages 
on low cost houses. I don’t see why it should be difficult, with that sum 
available.

Senator Barbour: Is the $350 million all to be used in low cost housing?
Mr. Joubert: There is a distinction to be made there as to how it is to 

be used. Of course, much of the low cost housing is difficult to characterize. 
You may find that in some cities a $12,000 house is an average-cost house or 
even a relatively low-cost one, while in some other places, for some other 
income groups, a $12,000 house is unobtainable. You should aim at $8,000 or 
$9,000 or $10,000. The purpose of the research house that was built was to 
show that a $7,000 house could be built with a probable market price of $8,000 
or $9,000 according to the cost of sewers, land and financing.

Senator Pratt: When we talk about a fund to encourage financial assist
ance for low-cost or higher-cost houses, what about the difference in areas? 
For instance, take St. John’s, Newfoundland. Costs there are very much higher, 
for various reasons, than they are in some other areas of Canada. If the 
Government had a set plan of some kind that favoured houses at a certain 
price level, and so forth, it would work a great disadvantage in some areas. 
Owing to the fact that there is no precise similarity in costs in various areas, 
it would be a rather dangerous principle to establish, wouldn’t it?

Mr. Joubert: Yes; it is a very difficult matter, even with the application 
of the maximum area per house basis that has been decided upon. The Govern
ment, of course, has to have certain rules so that all the financing will not be 
applied on higher-cost homes. There is a field for discussion here, for you 
may find with respect to a medium house that sometimes the cost per square 
foot on an additional 100 or 150 square feet is much less than the cost on the 
original 1,000 square feet. It is a matter of finding a happy medium in the 
various areas. It is a very controversial matter.

Senator Methot: The cost of houses must vary depending on weather 
conditions in the different sections of the country. For instance, there must be 
quite a difference in the cost of house building in Newfoundland as compared 
to that in British Columbia.
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Mr. Joubert: Yes, there is a difference in the various regions.
Senator Methot: A large difference.
Mr. Joubert: Information on this is being computed by C.M.H.C.
Senator Haig: You say that $350 million can go quite a ways. Is that your 

idea?
Mr. Joubert: I think the housing figure per year is about $1J billion. It is 

a matter of finding out for how long this $350 million would apply. Does it 
apply to a one-year period?

Senator Haig: Let me help your memory a little, if I may. When the 
present Government came into power about a year ago it voted $250 million 
to be spent on housing, but by January it was all gone.

Mr. Joubert: Yes.
Senator Haig: The demand for housing is as keen now as ever, and the 

Government has voted another $350 million. That may last until September 
or October and then what will happen?

Mr. Joubert: It is not my place to discuss the intention of the Government, 
but the Government is a residual lender to help out in difficult situations. The 
housing industry has an annual production of $1J billion, so that if the Govern
ment were to concurrently supply the money, then of course $350 million 
would not be sufficient. But we have to take into account the regular lending 
that is made by established mortgage institutions.

Senator Haig: But they do not want to lend.
Senator Brunt: Oh yes they do.
Senator Haig: How many loans have the life insurance companies made in 

the last six months?
Mr. Joubert: It is very difficult for me to answer that.
Senator Haig: What percentage of their lending money has been used for 

housing?
Mr. Joubert: We have had declarations from the Mortgage Lenders’ 

Association to the effect that their current budget for investment is about the 
same as last year, and they have shown the percentages as being beween 60 
and 80 per cent of their portfolio according to the various types of companies 
they represent. Some are insurance companies, others are trust companies, etc., 
and according to the type of investment, their proportion varies. But they have 
declared definitely they will lend their usual proportion.

Senator Methot: How much money have they loaned? You have told us 
they already have $1 billion, so $350 million is one-third of that. The Govern
ment is helping actually to the extent of one-third.

Mr. Joubert: We should not consider the $350 million, as was pointed 
out to us, as being on an annual basis, a six-months basis or a two-year basis; 
it is money to be put on the shelf for emergency periods. I cannot state that it 
will be a certain proportion. I would like to be told by the Government for 
what period it will apply. It would only be then that I could answer you with 
any accuracy as to whether it is sufficient or not. Now we do not know.

Senator Haig: You have not ansered my question yet. You deal in housing 
and I want to know from you if the life insurance companies are lending as 
much proportionately now as they did five years ago in the housing business?

Mr. Joubert: From the indications I have I would say they are not lend
ing less, but they are a little afraid about lending on lower-cost housing 
where low income groups are concerned.

Senator Haig: Would you say that the Sun Life Assurance Company of 
Canada, the London Life Insurance Company and the Great-West Life Assur
ance Company, which are three big companies, are lending as much on 
housing today as they did five years ago?
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Senator Brunt: More.
Senator Leonard: Mr. Chairman, we will have a witness from the Domin

ion Mortgage Investment Company, who can give us accurate information 
on that.

Mr. Joubert: Frankly I do not feel competent to discuss their budget. 
They can answer that question better than I can.

Senator Smith (Queens-Shelburne): Before we leave the subject of low- 
cost housing, the inference I draw from reading the middle paragraph on 
page 3 of your brief with regard to “sharing of advance thinking” is that 
you are not asked to share in the advanced thinking on any of the work that 
is going on in the Central Mortgage and Housing Corporation. In view of 
the statement by Dr. Bates that C.M.H.C. is now preparing plans and specifica
tions for what they will call a low-cost type house, I was wondering whether 
or not your organization has been consulted with respect to the preparation 
of those particular plans and specifications?

Mr. Joubert: There is plenty of co-operation. Our own research com
mittee, which supervised and built the house that is displayed in this magazine, 
has been working in co-operation with C.M.H.C. officals, and any new house 
that will be built by the same committee will be discussed thoroughly with 
C.M.H.C. officials. Of course, they may plan similar houses and we do not 
pretend that we have the right to supervise their work. We are not asking 
for that. They have a perfect right to prepare and work on other plans. We 
do say, however, that if closer co-operation existed with respect to some phases 
of discussion, we think we could be helpful in giving the point of view of the 
builder.

Senator Smith (Queens-Shelburne): You do not know, then, whether 
or not at the present time your organization has been called into consultation 
in the preparation of the plans and specifications for the low-cost type of 
house to which I have referred?

Mr. Joubert: Yes, in so far as we are aware there is current consultation 
with our research committee on it.

Senator Smith (Queens-Shelburne): Yes, I would hope there would be. 
I have another question. It was stated that there would be 140,000 starts in 
house building this year. Do you think the market for new houses today is 
such that it could absorb that number of starts?

Mr. Joubert: Up till now the sales reports are very good, and it seems 
that the market will absorb the production.

The Chairman: Senator Crerar?
Senator Crerar: Well, Mr. Chairman, some of us think the Government 

are getting too far into this business and going too wide afield. Your brief 
gives me the impression that you want the Government to extend its incur
sions into business. Have you any comment to make on that?

Mr. Joubert: Yes, I have a comment to make on that, because we would 
not like you to conclude that we are encouraging the Government to go com
pletely into regular business channels. We are suggesting that for very urgent 
situations like the building of a low-cost house for the low-wage earner, the 
first help the Government may give is to create, or help to create the appro
priate channels. We are not asking for direct assistance in any way.

Senator Crerar: As a general principle, do you think it desirable for 
governments to extend their activities?

Mr. Joubert: The Government has apparently been organizing channels 
in every field, agriculture, and many other industries, and I think the Govern
ment may through its boards and research activities help organize channels. 
When I mention organizing channels I specifically mean helping in say having
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as more fluid market for any type of house, and helping create the market also 
means consultation with different regular bodies like lenders and builders.

Senator Crerar: Of course, your association is naturally interested in 
building houses?

Mr. Joubert: Yes.
Senator Crerar: That is the way you make your living, is it not?
Mr. Joubert: Yes.
Senator Crerar: May I suggest that your viewpoint may not be altogether 

unprejudiced?
Mr. Joubert: Of course it is prejudiced in favour of the building of houses, 

but we have a very strong point on this matter: we think we cannot recommend 
to the individual to build his own house, any more than we would recommend 
to any man to build his own “Ford”, because we cannot achieve mass production 
that way, and there would be false economy. We have seen it happen very often 
that when the labourer builds his own house, if he is skilful he will succeed, 
but sometimes at the expense of his own health, and sometimes he could have 
made more money in his own field than building his own house. That is a very 
strong point we make.

Senator Crerar: In the concluding paragraph of your brief, you say:
“The issue of housing is a big one. How can we best provide on a long

term basis with efficiency and economy, the housing which will be required
by future generations?”

Is it your responsibility to build houses now for future generations?
Mr. Joubert: Well, we think that this is a field where much thinking has 

to be done in advance. The provision of land is a very difficult problem, and 
a builder must plan for many years ahead in his operation. Maybe we are 
extending it a little by saying “future generations” in the plural!

Senator Crerar: Your proposals would mean, by this substantial expan
sion, the use of Government money? Who would provide the money for 
servicing, for instance, of sewers and water mains, and all that sort of things?

Mr. Joubert: Well, 'this matter of servicing is a matter of stock piling.
Senator Crerar: Who would do the stock piling?
Mr. Joubert: The stock piling may be done by the municipality, provided 

it had appropriate financing plans which would help shelve such services. Most 
of the speculation that has been done is on serviced land. We all know Canada 
is large enough to hold any development, but when we talk of shortage it is 
not on raw land, but on serviced land.

Senator Crerar: Let us proceed with that for a moment. That would 
mean that the assistance would have to be given by cash loans to a municipality, 
or by guaranteed bond issue?

Mr. Joubert: Most probably by guaranteed bond loans.
Senator Crerar: Have you any other method you would suggest?
Mr. Joubert: No, because any municipality in its administrative affairs 

is by definition short of money. It has to pass a by-law to get the money, and 
when the municipality reports to the Municipal Affairs Commission, or to 
brokers, on its financial position, it has to show it is worth so much, and it may 
borrow so much to a very definite use. That is what we call hand-to-mouth 
financing for regular developments; but we find areas that could be provided 
with mains, and deflate land prices in that way. We think that the Municipal 
Affairs Commission in the different provinces, and brokers, would not readily 
agree with the municipality in investing a little more than is required for the 
annual needs, and that is where we recommend that a special plan could be 
worked on with the three levels of government, so that the municipalities could
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go ahead and plan for a few years more on development of service areas. We 
have specifically mentioned that we are not suggesting to spend money on the 
side streets, pavements, curbs, and so on, and so forth, we are just suggesting 
that with the main in one area we can deflate prices to quite an extent.

Senator Crerar: Do you think it would be possible that your procedures, 
if adopted, would lead to the building of too many houses?

Mr. Joubert: I do not think so, because the economy is a matter of supply 
and demand, and adjustments are made readily by the producers of the houses. 
It is just that a litle part of the capital eventually needed in one area would 
be supplied a few years in advance, and that would help quite a lot in deflating 
prices on serviced land.

Senator Crerar: If that should happen, then somewhere the burden would 
come on the taxpayer, would it not?

Mr. Joubert: In some ways, yes, and it has to be a very carefully planned 
move. That is why we are not going into the details of it, but suggest that it 
requires study from the three levels of government.

Senator Pearson: Under your scheme or idea that the land should be 
serviced, your stock piling idea, who would be the owner of that land, and who 
would hold that land until the builder decided that was the time to develop it?

Mr. Joubert: Well, we are dealing with individuals, and we do not see that 
it is necessary that it be held by the Government just for that purpose, but I 
see that you may think that this will make an extra profit to some owners, while 
it will not show an extra profit to others. But we find out that currently wealthy 
land owners make extra profit by not having services or by not co-operating 
and having services, and that would play against their economy of speculation, 
because the current speculator prefers in some areas not to have any services 
and to hold land for a longer period.

Senator Pratt: If there is going to be a servicing of privately owned lands 
in suburbs, surely that servicing if it were publicly financed, unless it were 
expropriated by the municipality, would have to be controlled as to price, would 
it not, if the Government wanted to build?

The Chairman: Would there not have to be taxing?
Mr. Joubert: There would be a direct tax against that region, against that 

area. I think the support is more needed in the evaluation of the municipal 
guarantees; I think the need is an additional guarantee, and additional co
operation and comprehension on the part of the different bodies who judge the 
proposed expenditure.

Senator Brunt: Would you recommend that the land owner be forced to 
accept these services? A farmer, for instance, owning let us say a 300-acre 
farm on the edge of town wants to stockpile that for the future. Are you 
advocating that he has to take sewers and wafer mains for that land and 
probably pay taxes on them for 10 years?

Mr. Joubert: That is one of the aspects that has to be studied. We do not 
want to suggest that all farm lands around the cities or towns must be com
pelled to take services. Any extensions that would be made would be made in 
accordance with a master plan, and these master plans provide green belt 
areas and areas that are to be developed from year to year. Therefore, if we are 
to make use of master plans, services will have to be provided in those areas 
designated by that plan for development in the next few years, and in order 
to do this there must be some manner of forcing acceptance to some extent. 
But that aspect has to be limited and carefully studied. We cannot think of 
having master plans in existence for the purpose of controlling development in 
future years and yet not have any instruments to aid in the development of that 
plan.
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Senator Wall: I wonder, Mr. Chairman, if I could come back to this prob
lem of low cost housing. The brief mentions, on page 4 that the Government 
will have to devise an adequate financing plan with as much practical applica
tion for lenders as for builders. I wonder whether Mr. Joubert would comment 
more specifically on what I think are interesting generalizations. For example, 
the brief says:

It is believed that such a plan should offer:
(1) Additional incentive for the lender, perhaps in the form of an increased guarantee.

Suppose we specify that a little bit.
Mr. Joubert: We realize the lender is in a difficult position but it is not 

our role to speak in his name. We realize that the managers of lending 
departments in any of the mortgage companies have to be careful with the 
money put in their hands and it is normal for them to place the money where 
it is best guaranteed and where it brings in the best revenue for the clients 
of the company. If the lenders are reluctant to lend on smaller houses then 
there has to be some means of helping them out and guaranteeing in some way 
that the money will not be lost.

Senator Wall: Right.
Mr. Joubert: We find that experience in the United States and Canada 

in regard to loans to low wage earners in appropriate communities indicates 
that the losses on such loans are not very big.

The Chairman: This may not be helping you, Mr. Joubert, but already 
there are guarantees provided by the Government for housing loans.

Senator Wall: Yes. What additional guarantees are you in favour df?
Mr. Joubert: We mention that in our brief because we realize that the 

lender has his own apprehensions, and some plan has to be devised to help 
erase those apprehensions. It is not our role to say what mechanism should 
be made use of or to say how he may be relieved of such apprehensions.

Senator Wall: But there have been no suggestions or wishes expressed 
by lenders on which you are making these generalizations?

Mr. Joubert: No.
Senator Wall: What about point No. 2?

It is believed that such a plan should offer:
(2) Supplementary assistance to the house purchaser with respect to his down payment.

Mr. Joubert: That might relate to the second mortgage market. The 
second mortgage for some people is a very bad thing and yet we know that 
the second mortgage market exists. Usually second mortgages are sold at 
very large discounts and there really should be a fluid market in all aspects 
of the mortgage market. The second mortgage market is not established, 
it is not public, and many second mortgages are sold privately at large dis
counts, and this causes quite a loss sometimes to builders and sometimes to 
the home owner.

Senator Methot: If second mortgages were guaranteed then the second 
mortgage would become a first mortgage.

Senator Wall: What would be the purpose of a guaranteed second mort
gage? Would you not attain the same purpose by accepting a lower down 
payment?

Senator Brunt: May I point out Mr. Chairman, that in Ontario at one 
time the Government was in the second mortgage business. They bought 
thousands of second mortgages and it worked out very well.

Senator Leonard: As far as the National Housing Act is concerned there 
are not supposed to be any second mortgages. Are you discussing conventional 
mortgages now?
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Mr. Joubert: I am discussing the help to be provided to low wage 
earners, and if any additional laws have to be enacted to help them, it may be 
necessary. But of course we are not providing you with the solution, we are 
mentioning only where the trouble lies.

Senator Pearson: Would it be a cheaper proposition for the low wage 
earner to purchase a multiple type house rather than a single?

Mr. Joubert: That is a very large question, Senator Pearson.
The Chairman: Senator Wall, have you more questions?
Senator Wall: In that particular arena I am through. I think we have 

covered the other angle, that is the provision of serviced land.
Mr. Joubert: If you will allow me, Senator Wall, when you talk about 

assistance to purchasers of low cost homes, there is another aspect we did 
not touch upon here and it should be mentioned: It is the fact that some 
economists think that it is a better idea to build higher cost houses for those 
in the higher income brackets, for those who can afford them, and provide a 
means for the low wage earner to buy the used house vacated by the 
purchaser of a higher priced house. There is a complete thesis that can be 
built up around this idea. If the market for used houses was as fluid as it is 
for used cars maybe the low wage earner could purchase these used houses. 
At least that would be one way of his reaching home ownership without the 
builder having to reduce the price of a home by cutting off so many square 
feet of area and doing away with some of the finished items in a house.

Senator Pratt: On page 6 your brief refers to terms prevailing in the 
United States with reference to the purchase of used houses. Could you 
enlarge on that?

Mr. Joubert: We have not developed the item very fully but it relates 
to that.

Senator Pratt: Is it Government policy there to assist in the purchase of 
these older dwellings?

Mr. Smith: Mr. Chairman, I wonder if I might answer that question. In 
the United States, under the Federal Housing Act, it is possible to buy an 
older, used house for approximately the same down payment as it takes to 
buy a new one here. In Canada, under existing legislation, that generous 
treatment is not provided.

Senator Horner: Who takes care of the balance of the purchase price on 
such a deal in the United States?

Mr. Smith: It is financed by a mortgage from the Federal Housing 
Administration.

Senator Horner: Do they take over the old house and then sell it?
Mr. Smith: No, it is just a financing device; it does not provide a 

substitute for the real estate broker in any way.
Senator Wall: Actually if we were to make it possible for the easier selling 

or financing of older homes it would be a tremendous boon to us in Canada 
would it not? Let us say that an average low income person is able to buy 
an old house for 10 per cent down, financing the balance of it, it would make 
a terrific difference to him.

The Chairman: Is not the purpose of the National Housing Act and the 
C.M.H.C. to find more housing? When you start to finance old housing you 
are not finding new houses.

Senator Horner: When the Canadian Construction Association represent
atives were presenting their brief to us they claimed that they could see an 
end to this provision of more housing. They said that in fact they had come 
to the point where there were no sales for all the new houses. That was their
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idea. It was not that there was not sufficient money but their fear was that 
they would not be able to sell all the houses they could build. You do not agree 
with that, I see. You believe that we are going to go on year after year building 
the same number of houses each year.

Mr. Joubert: I think that the statistics given in the Gordon Royal Com
mission Report show quite clearly that we need more and more housing.

Senator Horner: But I do not see that the insurance company, the lending 
companies are willing to lend on these high cost housing units. The greater 
number of people, I am sorry to say, are people in the low income brackets, so 
it stands to reason that there is a greater possibility of loans being repaid in 
the case of low cost housing, a greater possibility of the money that was 
borrowed being returned.

Mr. Joubert: We have to be very careful when we talk of higher cost 
housing. It does not mean that the lenders want to lend on $25,000 housing; 
they are lending on $12,000 houses very currently and we think this is very 
sound practice.

That is why I mention this aspect of the financing of the better demand 
houses, because it may be that with the $12,000 to $18,000 houses we may add 
the appropriate numbers of housing units needed in Canada; then, gradually 
there would be a shift for the low-wage earner, as soon as his income power 
increases, to go from the lower cost house to the higher cost house; the lowest 
cost house may happen to be the old house or a small house that a builder 
has built new. It is a matter of having him come up to a better house when 
his income improves.

Senator Pearson: I should like you to discuss further the question of the 
multiple family type of house as against the single unit.

Mr. Joubert: It is very wide in scope and entails various principles, starting 
with ownership and rentals. It may be more difficult to establish home owner
ship with the low-wage earner if you build only multiple units; although, it 
could be studied to find out about the co-operative ownership plan that may 
help low wage earners to own co-operatively their share of an apartment 
house.

On the other hand, apartment houses may be built more economically with 
fewer dollars per apartment unit. Also, you have the cost of land, which is 
increasing rapidly when you get into multiple unit buildings, and you find 
that the number of dollars allotted to providing land for one housing unit is 
sometimes higher in the apartment house type than on the individual house 
type. It may be found from statistics in larger cities that apartment houses 
are built economically and absorb a certain part of the excess cost of land.

Senator Pearson: I was referring to the multiple type of house rather than 
the apartment type: that is, individual units which are joined together so as 
to save the addition of one wall.

Mr. Joubert: You mean a row of houses?
Senator Pearson: Yes, a row of houses.
Mr. Joubert: Row housing may be a good solution. Of course, there has 

been very poor row housing built in years gone by. But you can have better 
designs which would provide more family units per acre and better investment 
per acre.

You see, when you look at the low cost housing, the type which is built 
by our research committee, you have to figure on $8,000 to $9,000 per unit 
with five to six units per acre, which may mean an investment of $40,000 to 
$60,000 per acre; while with the apartment house at the other end of the 
bracket, you would have $200,000 to $300,000 per acre. But in the middle you 
could have row type housing built at about $120,000 to $150,000 per acre,
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guaranteeing fully municipal services, using land more economically, and the 
units would be built a little more economically because the units would be 
built in a series.

Senator Robertson: I am curious to know about the reluctance on the 
part of institutions to lend money on the low-cost houses of the $8,000 to 
$9,000 type.

Mr. Joubert: I think it is mostly a matter of choice of the management 
of the loan company; and they surely have better guarantees when they 
loan on a higher type of house. That is why it is done, and we are not criti
cizing them—they may be perfectly right. That is why it may be better to 
advocate building the larger type of house, to serve a definite market and to 
serve the lower-wage earner with used houses, and smaller houses that some 
builders may succeed in building.

Senator Robertson: But as you say, the experience in the United States 
and Canada has been, and as Senator Horner says, that there is less loss in 
default on a $8,000 to $9,000 than on a $10,000 to $15,000. Why then is there 
such a reluctance, if the experience on the lower-cost house is good? The 
market for re-sale of the lower cost house is much larger than on the bigger 
house.

Mr. Joubert: I think the reluctance does not lie only with the lenders 
on the matter of financing; I think it lies even with the citizens within the 
community. Many people think we are down-grading the whole area if we 
build thousands of smaller houses. We have to realize that the community 
cannot be built with large numbers of smaller houses, and other communities 
with fewer more expensive houses. There is the problem of integration of 
the different types of houses within one plan.

I think the lender, together with the builder, who knows the market and 
the people themselves, has a feeling that there is an unbalance to be attained 
if all the lower-cost houses were built of the individual low cost type within 
the community. There is a very definite social and economic problem in 
community planning.

Senator Robertson: But specific assistance from Government or other 
sources to aid the financing would not change the social aspect.

Mr. Joubert: No. That is why we need research in the line of what has 
been mentioned in row houses and this type of adaption of lower-cost units. 
Sometimes it is found that the low-cost units will be better integrated in the 
community if it is planned with the appropriate semi-public parks along the 
rows, and other things, which you cannot provide with the individual house.

Senator Leonard: Just to follow that up, is it not a fact that the number 
of low cost houses built in the past few years has been due to a number of 
reasons, such as the standards that have been set up and the desire of buyers 
to buy a better class of house?

Mr. Joubert: Yes. It is more a market situation than a matter of standards.
Senator Leonard: More a market, than standards or financing, is that 

not so?
Mr. Joubert: Yes. It is for the same reason that, for instance, in Detroit 

the automobile builders make the bigger car rather than the Volkswagen 
type of car.

Senator Leonard: It is only now that you are putting more emphasis on 
the low-cost house such as the George Hipel house, or the house the witnesses 
on behalf of the Central Mortgage and Housing Corporation explained to us 
here, at a cost of even less than the George Hipel house.

Mr. Joubert: Yes.
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Senator Leonard: So far we have not had very much practice in the use 
of mortgage financing on those two types of houses.

Mr. Joubert: That is a fact, yes. I might also point out that our association 
is not necessarily putting more emphasis on lower-cost housing. We are working 
on it to try to provide it, but we also think that our members can do a good 
job in other brackets and in other fields, and as the market happens to be 
there, this is free enterprise and they follow the market.

Senator Leonard: To follow that thought along, am I not correct in 
saying with respect to this estimate of 140,000 completions in 1958, with the 
houses that are already completed and those already started, they are being 
adequately financed; in other words, there is not at the present time an anti
cipated shortage of mortgage funds to' finance the 140,000 completions this 
year, is that correct?

Mr. Joubert: I might answer that most of our members have adequate 
money but there is a spotty situation in some cities where lenders, feeling 
that sales are lagging a little more than in other areas, would refrain from 
lending. This problem has confronted some of our members.

Senator Leonard : That is not because of the supply in the mortgage situa
tion but because of the market situation itself.

Mr. Joubert: That is what the lenders say. Of course, the builders say that 
the houses would sell. It is a local problem.

The Chairman: There is also a brief here prepared by the Urban Develop
ment Institute of Ontario, and I understand that Mr. Smith is prepared to 
present it. Mr. William M. Thompson, President of the Urban Development 
Institute, has written to me as follows:

“I sincerely regret that owing to prior commitments I will be unable to 
accept your kind invitation on that day.

However, I am taking the liberty of making a submission through Mr. 
J. C. Smith of National House Builders Association, and I hope that if there 
is an opportunity at a later date to appear in person, I shall be granted the 
privilege of an invitation.” I would point that the brief presented by the 
National House Builders Association seems to be related to this one prepared 
by the Urban Development Institute of Ontario, and I would suggest that the 
latter be read into the record now and that the members of the committee be 
free to ask questions in relation to both briefs.

Mr. Smith: Mr. Chairman and gentlemen of the committee, at the present 
time the Urban Development Institute is an Ontario organization. We have 
contacts and connections in several other provinces, notably Saskatchewan, 
Quebec, Alberta and Manitoba. We feel it will not be too long before this 
body is a national organization too.

The Urban Development Institute was formed in 1956, and it is closely 
related to the National House Builders Association, its membership consisting 
of the majority of land developers in Ontario. If I may share an intimate 
thought with you, we hope eventually to have a series of institutes representing 
all the parties that have a role to play in the housing picure. For instance, we 
expect in the not too distant future to have a Building Products Manufacturers 
Institute. The Urban Development Institute is the one that came first.

The brief reads:
This Institute notes that the intention of the National Housing Act is to 

enable families of modest incomes to own their own homes, and that the present 
government has taken steps to provide mortgage funds, if necessary by direct 
lending, for the financing of low-cost homes.
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Serviced land is also an important factor to be considered in relation to 
low-cost housing. Land prices doubled during the period 1951-56, whereas 
the construction cost per square foot rose by only one-fifth.

One explanation of this trend is that more and more municipalities are 
adandoning their traditional practice of financing by means of local improve
ments. They claim that the high cost of providing feeder watermains and trunk 
sewers is a burden they cannot afford to undertake. Therefore—and with 
provincial sanction—the tendency is for them to place the responsibility for 
servicing land on private subdividers and developers. These entrepreneurs 
have, in turn, no alternative but to transfer the costs incurred to the purchasers 
of building lots, hence to the purchasers of the houses erected on them.

In that statement I think you will find the explanation as to why land 
prices doubled during the period 1951-56. Again it is the operation of the 
law of supply and demand.

The brief continues: The result is that achievement of a substantial 
program of low-cost housing, on anything but a temporary basis is jeopardized 
by the. increasing shortage in rising cost of serviced land.

By way of illustration may I say that if in certain areas you have to pay 
$5,000 or $6,000 for a lot on which a working man has to put a house, you 
can see how a program of low-cost housing is defeated.

To remedy this situation, our Institute advocates that the Senate Finance 
Committee urge the federal Government to amend the Naional Housing Act 
to provide for the financing of feeder watermains and trunk sewers by munic
ipalities and/or private developers and subdividers, and further, that the 
federal Government evolve a modus operanti with the provincial governments 
to ensure their co-operation in encouraging a reliable supply of serviced land 
for low-cost housing.

I would point out that the organization seeks. Government assistance to 
create a climate favourable for private investment. We do not want to see 
the Government supplant private enterprise, but we want it if possible to 
keep its role of creating a favourable situation for house building.

The Chairman: Now, with the presentation of the second brief I would 
invite the members of the committee to ask questions with respect to both 
briefs.

Senator Burchill: I come from New Brunswick and I want to say that 
I am fully in accord with the last two recommendations outlined in the brief 
just read. It has to do with a very acute problem we face and I think if these 
recommendations were carried into effect it would have desirable results.

Senator Smith (Queens-Shelburne) : How much cheaper would it be for 
the eventual home owner if the watermain and trunk sewers were financed 
through some method adopted by the federal Government than through the 
present system of financing? Somebody has to pay the principal and interest, 
so what is the difference?

Mr. Smith: Mr. Chairman, because private developers are charged with 
practically the sole responsibility of servicing this land, and because colossal 
amounts of capital are required for this purpose, they have to charge more 
for their land than they would if the suggested aid were forthcoming.

Mr. Joubert: I would like to give an example of what can happen when 
the developer has to pay these costs. I have heard Mr. Thompson on this 
matter and it seems that in some cities in Ontario the developer is responsible 
for putting in part or all of a trunk sewer in order to sell his lots, and some
times the trunk sewer may eventually serve other areas than that which he 
owns. He has to cover this charge in the selling cost of his own lots. So that 
is one way in which the cost of lots is increased by an undue proportion.
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The Chairman: I have one thing I would like to say about that. I had 
an experience with respect to installing watermains in a municipality in Nova 
Scotia. They forced me to put water through their municipality, but they 
made no allowance to me, in spite of the fact that they are now connecting 
water outlets to it.

Senator Brunt: They are tapping it now without any reimbursement to 
you at all.

The Chairman: The public utilities said that I cannot recover for that 
water line until all the latter lines have recovered from it, which might 
mean a thousand years before I can get anything out of it. That is a very 
pertinent question and a very pertinent point that Mr. Joubert brought up.

Senator Smith (Queens-Shelburne ) : Then the main point is not the 
interest that is received, it is the fact that all the tax burden for providing 
the water and sewer services is going to be borne by that municipality?

Mr. Joubert: And after all, a municipality has been organized to take 
care of social needs, and if it abandons its responsibilities, then it means some
body else will have to provide those needs some time, and then the cost is 
not so well balanced as when shared according to the local improvement 
by-laws.

Senator Smith (Queens-Shelburne): Have you any examples where the 
builder is also obliged to put up schools? I know in some cities of the United 
States that is true.

Mr. Joubert: Some spending on school construction has been forced into 
house builders programmes.

Senator Haig: Everyone is saying this should be done, but how will it all 
be done? Where the municipality of so and so is annexed to another munici
pality, the water comes through the second municipality into the first munici
pality, the first one is not interested, and how are you going to get them 
to do it? It is too far out of the centre of the city, anyway, and people cannot 
get in and get out. How are they going to get the money back? If the 
individual cannot get his money back, how can the Government get it back? 
Our municipal law is framed that the municipality can do all those things, 
that all improvements of that kind are made by the municipality, and the law 
is framed with that idea in view, the legislation is all that way. The only 
way it could be done is for the dominion to guarantee to lend to the province, 
and the province to the municipality, and the municipality would be liable 
for the money it has borrowed; and you will have a lot of trouble to get that 
through.

Senator Smith (Queens-Shelburne) : Is not the point this, that where the 
house builder is going to build one hundred or five hundred houses, and is 
obliged to add to the cost those services, it would mean the entire sharing 
of the cost of providing those services? In other words, there are cities, and 
I know of more than one, in which the municipality will not accept the 
ordinary responsibility, as Senator Haig referred to.

Mr. Joubert: It is a fact that on regular front services, in front of houses 
built, as you mentioned, ' there may not be a very great difference between 
the cost of builder-provided services and local-improvement-provided services, 
and this section—

Senator Haig: Before you finish, let me say this. There is going to be a 
conference of the dominion Government and the municipalities. Why cannot 
this be one of the subjects to be discussed at this conference, as to how 
we are going to meet that?

Senator Brunt: There is no reason why not.
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The Chairman: We are discussing that here now; that problem is before 
us now, of course, and I think that the conference you are speaking about 
could well profit by having the record of this discussion here.

Senator Leonard: The land assembly division of the N.H.A. does provide 
for the local services. Is it your idea that that type of programme could be 
extended to new sewers?

Mr. Smith: If the land assembly division of the N.H.A. could be extended 
to provide for private developments, with proper safeguards, that could 
suffice in many instances. There are groupings of investment capital to take 
care of major problems of that type.

Senator Leonard: Have you any other practical suggestions of what should 
be done?

Mr. Smith: We did have hopes of the servicing of land by the lending
institutions. There were a few projects of that type, but with the demand for
mortgage money, and investment money, it has gone by the boards.

The Chairman: Any other questions, gentlemen?
Senator Pratt: In speaking about urban development, it is assumed that 

the word “urban” is outside of municipalities, generally speaking, is it?
Mr. Joubert: I think I should point out that the urban developer referred 

to is the man buying land, and doing everything necessary before a house 
is built. He is quite different from a speculator, who buys land to hold for 
a long time without providing any services.

Senator Pratt: There are cases, and I know some, where municipalities 
do not want to extend their responsibilities and their expenses out of the
boundaries that already exist, but very favourable building sections are on
the outside, of which I could mention two or three. Now, is this intended to 
take care of that which could be done through private corporations who want 
to develop, and which would not come under municipalities?

Mr. Joubert: Well, the intention is that as much as can be done by the 
regular local improvement system should be done. Development corporations 
are ready to put up services provided there would be provision, as was men
tioned, for a better financed plan and better re-appropriation of the cost to the 
ultimate user of the house. In cases where a trunk sewer is built for five 
hundred houses, which could serve a thousand houses, it is hoped that a way 
may be found to distribute the cost properly.

Senator Isnor: Mr. Chairman, may I draw the attention of the witnesses 
to page 6 of the brief, in regard to older dwellings. I hav,e in mind the 
thought expressed by Senator Wall on this point. I wonder what effect all 
this would have on the so-called blighted districts in cities in which a master 
plan of the city has been prepared?

Mr. Joubert: Quite frankly, I do not think it would affect any redevelop
ment plan, because the blighted area is characteristically an area where 
houses are too old and could not be financed in any proposed used house 
plan, as suggested.

Senator Isnor: There is a difference of opinion with regard to that. In 
the older cities I have in mind there are many houses thirty, forty, or fifty 
years old, which are still salable, and you would say they should be financed 
through the N.H.A. on the same basis as the new houses? Is that what you say?

Mr. Joubert: Yes.
Senator Isnor: As I recall, the object in 1938 was to create the building 

of new houses for citizens, and to add, of course, to the employment situation 
as far as building operations were concerned, and to stimulate the building 
trade. I think that is more or less of a contradiction to the object of the N.H.A.
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Mr. Joubert: We agree that the principal object of the National Housing 
Act is to build new homes and we think it will remain so but we find that 
the market as it develops has specific characteristics that have to be 
worked on if we want to have a perfectly fluid market for housing. And I say 
that for the housing market in general, not only the new-house market. You 
cannot confine yourself only to the new-house market without thinking of the 
housing market as a whole.

Senator Wall: I wonder if I could come back to one thought. We had 
made attempts to guess at the reason why there were not enough low-cost 
houses built and one of the reasons was a supposed reluctance, which is not 
proven, on the part of lenders, for example; another is the rise in the price 
of serviced land; another was probably the building code regulations. Would 
it be unfair to say that there is also a definite perhaps a traditional reluctance 
or hesitancy on the part of the builders themselves for reasons which I would 
not want to specify at the present time?

Mr. Joubert: You may specify it, Senator Wall, and I think what you 
have in mind is the profit aspect, that the profit is too high. Well, I am ready 
to discuss it very frankly. The builder is an entrepreneur like any other 
manufacturer in Canada and he is entitled to his fair profit, and what we are 
working towards is to try and have a good market for homes for future 
clients of the house builders, and we think that excessive profits when made 
are not more normal in the hands of house builders than in the hands of any 
other manufacturer. If you consider the house builder as a manufacturer you 
will see that he has to be very keen and very active to be sure that he will 
make an average profit from year to year. Many go bankrupt. House building 
is a most complex industry. In the assembly of television sets or automobiles 
the manufacturing processes are much more integrated within a plant than 
house building will ever be, and that is brought about by the fact that you 
assemble or build or manufacture a house out in the open while most other 
products are built in factories. That is most important to consider when 
discussing the risks and profits of the house builder. Of course, you may 
find that some house builders at one time or another have profited or speculated 
on a few houses if there was a lack of housing in one area, but in general 
you will find that prices are generally at a fair level when there is enough 
of everything. Our contention is that what is lacking most in the housing 
industry is a fluid market for houses in general, and a good market for 
serviced land.

Senator Wall: Could I discuss one additional point on that question, and 
that is one dealing wiih multiple housing on a co-operative basis. Taking into 
consideration the average cost of land and the average cost of building a 
single dwelling and compare that to the cost of a multiple dwelling, not of 
the posh type, but a good standard multiple brick dwelling adequate for 
the purposes of family living, what would be the approximate cost of such a 
unit vis-a-vis a row type housing or a single dwelling?

Mr. Joubert: Figures have been published by Mr. Legget, Director of 
Housing Research of the National Research Council, and I am ready to accept 
his published figures, for discussion purposes. He sets at $1.25 per cubic foot 
the cost of a single dwelling unit and at $1.05 for the apartment house, but 
in his own statement he states that one should not take only the cost per cubic 
foot or the capital investment figure to compare costs of housing units. One 
should figure rather what the monthly payment may be for the type of housing 
unit. If you want to make comparisons you have to take into account not only 
the money taken out of the pocket of the wage earner but you have to take 
into account what he is getting for the money he is paying out monthly and 
this involves quite a discussion on what percentage' of his earnings he should 
spend per month on housing, and also it means quite a lot of discussion on
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what we think is the need of the family in the way of a perfectly fitting 
environment for normal development of the family. If you consider apartment 
house construction you will find that the cubic foot cost is much lower but 
you are supplying to the family a much smaller cubicle in which to live, and 
most of the time no outside life, no life in the parks, no communal facilities, 
while on the other hand, in the single type dwelling, you give access to land 
around the individual house. When you compare the monthly instalments with 
the rentals, you will find that most of the time they compare favourably in 
favour of the individual house.

Senator Wall: In other words the question I was raising is the possibility 
of a choice. For instance, here is a low income person who may buy a house 
at $10,000 away out some place, or he could buy for a comparable price a suite 
in a co-operative development. I do not think that that multiple co-operative 
idea has ever been developed in Canada to the extent that it should.

Mr. Joubert: That is a fact. It could be worked on to see what could be 
provided for the low wage earner in that regard, but we would have to under
stand that the co-operative movement would involve co-operative ownership 
in, necessarily, co-operative buildings. There are co-operatives engaged in co
operative building, which is an entirely different undertaking. This co-operative 
proposition should be studied thoroughly because it may be the answer to 
many problems.

Senator Wall: Let me put it on a personal basis: it is conceivable for you 
to build a 25-unit apartment building, as entrepreneur, and then sell suites to 
people?

Mr. Joubert: Yes it could be done. It is done in luxury apartment houses, 
where individual suites are sold, and I do not know why it could not be done 
for low cost suites. On the other hand, you mentioned distances, and in that 
regard one must be careful, because when you speak of apartment houses you 
generally speak of buildings close to the centre of cities but that does not 
mean necessarily that a person living there would be living close to the place 
of his work. Sometimes the low wage earner has his place of employment quite 
distant from the centre of the city, and would probably have to travel as far 
as if he lived on the fringe.

Senator Methot: Is it not a fact that in our part of the country municipal
ities are reluctant to provide services in the way of watermains and sewers to 
lands because they know that there are facilities which serve lands close to 
the city. Take for example Cap-de-la-Madeleine. There we have large prop
erties where housing can be built but instead of builders building on these 
close in properties which are serviced they prefer to develop land which is 
five, six and even ten miles outside the city, on land which is very far distant 
from the industries. My question is that don’t you think that if we were to urge 
the Government to provide financing to build such water and sewer services 
to these outlying properties that we are going to increase our difficulties rather 
than diminish them.

Mr. Joubert: I mentioned, that such developments should be governed 
by carefully studied development plans.

Senator Methot: Do you not think it is time a decision was made on this? 
Take Cap de la Madeleine, for example, where they are going out three, five 
or six miles from the city when there are properties to be built on right at 
the door of the factories, but they are speculating on the land.

Mr. Joubert: I do not exactly know the situation at Cap de la Madeleine.
Senator Methot: At Three Rivers and at Quebec City it is the same 

thing. Do you not think that in providing more serviced lands you are 
increasing the problem rather than decreasing it.
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Mr. Joubert: Not in the way we propose, which is with respect only to 
the areas where serviced land is scarce; if it is not scarce we are not recom
mending it for that particular purpose.

Senator Methot: Take Montreal, for example—Montreal Island was in 
1912 divided to accommodate a population of over 4 million, and it is still 
divided; but that arrangement has been cancelled, and the land has gone 
back to farm use. Actually, that is what we are doing today; we are develop
ing in outlying areas when serviced land is not being developed. The munici
pality comes along and says that it will not provide services to the outlying 
area at a certain standard for nothing—first develop the closer areas, and 
the services will be supplied.

Mr. Joubert: You are right, and the municipal bodies have the full power 
not to develop when they judge the land is too far out, and when there is 
other land in a nearby area. That is their responsibility.

Senator Methot: You are asking the Government to supply services to 
the outlying area?

Mr. Joubert: We are not going that far. We are not asking the Govern
ment to supply more land, but we are suggesting that the same municipal 
body which has the power to refuse to develop, has the means to develop when 
the houses are needed. There is a distinction there.

Senator Horner: Why do they go to outlying areas when nearby land is 
available?

Senator Methot: They speculate on the land.
Senator Pearson: And another thing, the builder wants a block of land 

so that he can build 200 or 500 houses, but in the cities there are only scattered 
lots available; they are of little use from a builder’s point of view.

Mr. Joubert: But some builders who builcl 15 or 25 houses a year can do 
it rather efficiently and compete with the others; I think as long as scattered 
lots are available they will build on them. But the way things are now it 
seems some speculators are holding land for a purpose.

Senator Methot: To return to the city of Montreal, for example, there are 
still large portions of the Island not developed; but, they are building in Terre
bonne, St. Jerome, St. Hubert and so on.

Mr. Joubert^ You are thinking of St. Leonard-de-Port-Maurice, which 
is typical of an area in the centre of the Island, which, to be developed, would 
require a lot of trunk sewers to serve the area.

The Chairman: I think perhaps the discussion with respect to Montreal 
has perhaps gone far enough, and is a bit beyond our terms of reference.

Senator Methot: I don’t know whether it happens in other cities, but I 
know that many municipalities are reluctant to provide services because they 
are asked to extend them to far away areas, when there is land near by not 
being developed. Such situations are apparent in Montreal and Three Rivers.

Senator Pearson: The same thing happend in Winnipeg, where they 
developed areas for miles outside, and they are not being used today.

Mr. Joubert: We are not recommending that.
Senator Smith (Queens-Shelburne) : I understand that the George Hipel 

house was financed by Central Mortgage and Housing Corporation. Does that 
mean that if a builder wants to build 500 of those houses, C.M.H.C. will approve 
them?

Mr. Joubert: That house was built on a very special financing basis so 
that Mr. Hipel could demonstrate his point, that he could build such a low- 
cost house with standards which he set up and decided to follow. C.M.H.C. did



114 STANDING COMMITTEE

that with a co-operative mind to help prove a point. But last year it was not 
the regular policy to finance that type of house. This year I hear that some 
such houses have been financed. Probably research will find new ways by 
which more and more of those houses can be financed.

Senator Smith {Queens-Shelburne): In what ways does this house not 
conform to the building standards?

Mr. Joubert: On typical standards, like thickness of plywood, spacing 
of joists; and by these economies it was possible to save $400 on that house.

Senator Leonard: Is it true that the loan was made under section 40, 
by an institution?

Mr. Joubert: The regular builders’ loan.
Senator Leonard: But it was by an institution and insured under the 

Act. , -
Mr. Joubert: Yes.
Senator Smith {Queens-Shelburne) : I notice that this is the type of 

house that an owner with an income of $2700 a year could handle.
Mr. Joubert: Yes.
Senator Smith (Queens-Shelburne): That is a very interesting point.
Senator Leonard: I think the record should be corrected: I understand 

the Hipel house was financed by direct loan under section 40.
Mr. Joubert: I was told it was not.
The Chairman: Mr. Joynes is here; perhaps he can straighten that 

matter out.
Mr. Joynes: The Hipel house built at Preston was on a direct loan; 

the same type of house is being financed by the Bank of Montreal at Dartmouth, 
Nova Scotia.

Senator Smith (Queens-Shelburne): Would Mr. Joubert care to tell us 
whether or not he anticipates any shortage of mortgage funds in view of the 
rather large financing that will be done during this fiscal year by the federal 
Government, to the amount of $350 million? Do you think that is going to 
tighten up the mortgage funds available for housing?

Mr. Joubert: I am not competent to answer that question. We have 
been told by the Mortgage Financing Association that we are not to expect 
any tightening on mortgages, that they would follow the regular porfolio 
procedure.

The Chairman: Any further questions, gentlemen? If not, I will entertain 
a motion for adjournment. Before that takes place, may I take this opportunity 
of expressing my appreciation and that of the committee to you, Mr. Joubert 
and Mr. Smith, for giving us of your time and providing us with much frank 
and helpful information.

Whereupon the committee adjourned to July 10, 1958.
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Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
June 11, 1958.

The Honourable Senator Aseltine moved, seconded by the Honourable 
Senator Quinn—

That the names of the Honourable Senators Brunt, Emerson and Thorvald- 
son be added to the list of Senators serving on the Standing Committee on 
Finance.

The question being put on the motion, it was—
Resolved in the affirmative.

J. F. MacNEILL, 
Clerk of the Senate.
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ORDER OF REFERENCE
Extract from the Minutes of the Proceedings of the Senate

Tuesday, May 20, 1958.
With leave of the Senate,
The Honourable Senator Aseltine moved, seconded by the Honourable 

Senator Pearson—
That the Report of Central Mortgage and Housing Corporation for the 

fiscal year ended the 31st of December, 1957, be referred to the Standing 
Committee on Finance for consideration and report.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, July 10th, 1958.

Pursuant to adjournment and notice the Standing Committee on Finance 
met this day at 10.30 a.m.

Present: The Honourable Senators: Hawkins (Chairman); Barbour, Burch- 
ill, Connolly (Ottawa West), Crerar, Dupuis, Euler, Haig, Horner, Lambert, Mac
donald (Brantford), Pearson, Pratt, Reid, Robertson, Smith (Queens-Shel
burne), Stambaugh, Turgeon, White and Woodrow—20.

In attendance: The official Reporters of the Senate.
Consideration of the order of reference of May 20th, 1958, was resumed.

The following were heard and questioned by members of the Committee: — 
Mr. Eric Beecroft, National Director, Community Planning Association of 
Canada.

Mr. Stewart Bates, President, Central Mortgage and Housing Corporation.

At 12.35 p.m. the Committee adjourned until Thursday next, July 17th 
instant, at 10.30 a.m.

Attest.

John A. Hinds,
Assistant Chief Clerk of Committees.
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THE SENATE

STANDING COMMITTEE ON FINANCE

Ottawa, Thursday, July 10, 1958.

EVIDENCE

The Standing Committee on Finance, to which was referred the report of 
the Central Mortgage and Housing Corporation for the fiscal year ended 31st 
December, 1957, met this day at 10:30 a.m.

Senator Hawkins in the chair.
The Chairman: Gentlemen, we have a quorum. Will you come to order, 

please?
We have before us this morning, Mr. Eric Beecroft, National Director of 

the Community Planning Association of Canada, and also Mr. Stewart Bates, 
President of Central Mortgage and Housing Corporation. There are also 
present senior officers of the Planning and Advisory of Central Mortgage and 
Housing Corporation. We shall hear from Mr. Beecroft first about the oppor
tunity of getting housing for lower income groups. I will ask the committee 
to desist from asking questions until he is through with his presentation, and 
then questions may be asked.

Mr. Beecroft: Mr. Chairman and senators. The Community Planning 
Association of Canada is a non-profit association, established in 1946 under 
Letters Patent issued by the Federal Government, representing a very con
siderable variety of people throughout Canada interested in the problems of 
controlling urban growth in economic and useful ways; and our support comes 
from this wide membership of about 3,000 individual members; about 200 of 
the municipalities of Canada who pay sustaining fees to the association in order 
to exchange information about problems relating to urban development and 
planning. From nearly all the provinces we get some financial support, and 
from the Federal Government under Part V of National Housing Act.

The Committee has already heard considerable statistical evidence on 
housing conditions. This brief, therefore, might well begin with the following 
basic assumptions which seem to be generally accepted:

( 1 ) there is a severe housing shortage, affecting mainly, as such a shortage 
always does, the lower-income sections of the population;

(2) a great deal of the existing housing stock must be replaced;
(3) to provide adequate housing, we must produce annually a net addi

tion to the housing stock at a faster rate than in past years, if we are going 
to close the gap between need and supply.

It is not surprising, therefore, that we are concentrating now more and 
more upon this prolonged and unremedied shortage of housing for people of 
low income.

Ever since World War II, many people have cherished the hope that new 
housing would be built fast enough—though it has been mainly for the upper 
income levels—so that more and better housing would gradually become avail
able to those in the lower income range. This was the “filtering-down” theory.
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This theory depends for its validity upon a steady closing of the gap between 
need and supply. Faith in this theory has been shaken by the fact that, after 
nearly thirteen years of post-war building, the gap is not closing. Indeed, 
in the last year or so, we have realized that it might widen. Suddenly there
fore, there is a widespread demand from political leaders and from the 
construction industry and from many housing experts, to make a direct attack 
on the problem of housing for lower income people.

Most of us probably share this intention; but in attacking the problem of 
low-cost housing, we must recognize that the basic problem is still what it 
has been all along: to add to the net quantity of our housing stock, but at an 
increasing rate. Instead of suddenly training our sights exclusively on new 
lower cost housing we have to keep a balanced view and attack the problem 
of housing on all fronts. The lessons we can draw from our failure to remedy 
the shortage seem to be:

That we obviously cannot afford to put a blind faith in the “filtering-down” 
theory; in fact, there are good reasons for suspecting that “filtering-down” 
is impeded in many ways and that, in any case, in a democratic society, 
this is a difficult theory to defend politically, especially when, over a period 
of years it has not worked;
in view of our failure to close the gap between need and supply, we must 
take deliberate steps and concerted action on several fronts.

A National Housing Policy:
What is needed, perhaps, is a comprehensive national housing policy— 

a national charter of housing, it might be called—to be aimed at bringing all 
levels of government, the private investors, the land developers and the house 
builders into concerted action toward the following positive objectives:

(1) to assure an annual net addition to the housing stock—not just 
the maximum addition which can be reached by leaving all parties to 
take such initiative as they please, but an addition sufficient to close the 
gap within a reasonable number of years;

(2) to provide housing directly for medium and low income people 
in the many situations where it will undoubtedly be required—for exam
ple, to fill the need for housing of workers in the many new industrial or 
mining areas, and in some cases, to relocate people displaced by urban 
redevelopment and by over-spill from rapidly-growing areas and to fill 
the needs, neglected in our post-war program, arising from the healthy 
mobility of our population;

(3) to make certain that a helpful “filtering-down” process, instead 
of being left to operate automatically, will be facilitated by positive and 
reliable means: for example,

(a) by making loans available with whatever government help or 
guarantees may be needed, for the purchase of existing housing;

(b) by encouraging strong measures to enforce maintenance stan
dards for existing housing—thus compelling proper conservation measures 
as well as the prompt rehabilitation of salvageable dwellings;

(c) by continuing, and by every means possible urging the utilization 
of legislation providing for, the financing of home improvements and 
the conservation of housing where appropriate for multiple use.

Improvement of Existing Housing
The Value of the Housing Survey and the Master Plan:

We have long neglected this promising means to improve living conditions 
in an economical manner. May I suggest several reasons for this neglect?
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Many landlords are known to be sluggish in observing maintenance stan
dards and unenthusiastic about rehabilitation or sound methods of conservation. 
Under conditions of shortage, many of them receive steady income on their 
deteriorating properties. But this difficulty does not result entirely from the 
greed of landlords as a class. There is a natural reluctance of any property 
owner to pay for either maintenance or improvements when he does not know 
what the future holds for his property. Most of our cities have had no housing 
survey and have produced no master plan for housing renewal or rehabilitation. 
With the constant, even increasing, threat of sudden ad hoc redevelopment 
plans, a central city property owner has little reason to take a long term view 
of property maintenance. But show him an overall official city plan calling for 
the retention of his salvageable property, and take determined measures of 
enforcement, and he may see some virtue in improvement or conversion or 
rehabilitation, as well as in the measures of maintenance which are required 
to assure income in the long run.

Secondly, the lack of public support for measures to improve or conserve 
existing housing, is in part, a result of the popular pre-occupation with the 
shiny new house. Thanks to magazines, newspapers and other advertising 
media, social status is identified with a new suburban house and a new auto
mobile. It is here that we find one of the weaknesses of the “filtering-down” 
theory: it is completely inconsistent with the almost sanctified belief that when 
people are all ready to begin home-making they should start in a new suburban 
house. If we are to make adequate use of existing housing, we must overcome 
this artificially-induced indifference to it, see that the social stigma is removed 
from it, and enlist positive public support for a constructive program.

Rental Housing:
A social stigma has also been attached to rental housing. This stigma has 

helped to create an indifference to the building of medium and low rental 
housing at the very period in our national development when the mobility 
of our population has been high. The lack of both private and public investment 
in this field has been one of the reasons why we have not closed the gap 
between need and supply. If we want to expand housing construction to take 
care of the real needs of the large population of non-family and unmarried 
people whose mobility is essential but who require decent accommodation and 
sound neighbourhoods we must do everything we can to erase the impression 
that the tenant of multiple-unit rental housing is a kind of second class citizen 
without “a stake in his country”.

Some of the difficulty about rental housing arises from the fact that 
we associate it historically with the slum tenements of the great cities. We 
assume quite unnecessarily that the apartment or row-house dweller must 
be deprived of green space and open air. In this country we have seen few 
examples of civilised living in well-designed multiple dwellings. But encourag
ing examples exist; and if we are so provincial that we do not seek out the 
best modern experience in foreign architecture and neighbourhood planning 
we may hurt only ourselves. We can seek ideas abroad without being mere 
copyists. Fortunately some of our architects, planners and civic leaders are 
now beginning to create designs under Canadian conditions which may 
demonstrate that multiple housing is not inconsistent with either economy or 
beauty.

It is probably safe to predict that, of all the housing we have produced in 
the post-war years, it may not be the rental housing which will become slums 
of the future, but rather the monstrous subdivisions of box-like single single
family homes built on grids, without benefit of either architect or town planner.
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Solution through Planning and Design:
The great importance of neighbourhood design as a means of getting eco

nomical low-cost housing was emphasized at the recent conference held by 
the Canadian Construction Association in Ottawa. That conference placed em
phasis on the need for good design of groups of buildings—for both small 
single-family houses and multiple units. The C.C.A. and its associates are to 
be congratulated for putting forward a suggestion that every possible step 
should be taken to give community planners and architects an opportunity to 
put their talents to work on neighbourhood layout for low-cost housing. 
Apparently they feel that the secret of making civilized, marketable and 
durable neighbourhoods of small homes depends to a very great degree, not 
on the architecture of the house or the block alone, but on the architecture of the 
entire neighbourhood of buildings and space.

To give full scope to the architects, planners and landscape architects, 
we must not only see that they are drawn into the planning of all low-cost 
neighbourhoods, but that the municipalities, where necessary, should free them 
from the rigid zoning requirements which now hamper good design or even 
make it impossible. Traditional geometric street-patterns and traditional rules 
regarding such matters as set-backs and side-yards are quite incompatible with 
good design, particularly in the arrangement of small houses, row houses, or 
apartment blocks. There will have to be a pretty general scrapping of these 
negative concepts of zoning. Town planning and good architectural design 
will provide positive solutions.

So wherever small houses or row houses or low-rental apartment blocks 
are to be constructed, economy and good design are primary objective. The 
project must therefore be sufficiently large to make possible not only the 
economies of construction but the economies of street and service layout and 
the aesthetic advantages of good design. It may be regrettable, but we might 
as well admit that there is no way to attain satisfactory economies or aesthetic 
standards in low-cost housing except in sizeable projects.

The “Basic” or “Stripped-down” House:
A comment should be made here upon the much-discussed recent efforts 

to design an inexpensive “stripped-down” or “basic” house. If we are 
striving for economy, should we not make sure first of all that we have done 
everything we can to economize through sound methods of land subdivision 
and the planning of local services, streets and other external features? We 
often forget that a great deal of the cost of a home lies in the land and services. 
We should look carefully at these costs before we squeeze out all the internal 
amenities of the house and reduce room space to the absolute minimum. We 
shall come to grief if we design a “basic” house and then plan units of it 
on the land as we plant a cornfield. Structurally it may last fifty years, but the 
neighbourhood may become obsolescent as a result of the failure of planning 
and design.

There is another urgent reason for looking askance at a “basic” house. 
If we mean what we say about our economic future— if we expect, as we well 
might, to increase substantially our productivity and our real per capita 
income, we must be consistent and supply homes which will not be substandard 
and unmarketable when our increased living standard is achieved!

There may be some areas where a “basic” house, good, for low income 
occupants for twenty to thirty years, is appropriate—perhaps in some remote 
small areas where the real need is to get something better than the woeful 
shacks now in use, or in some single-enterprise communities where, because 
of the nature of the resources or some other circumstance, a permanent and 
stable settlement is not assured. But surely in most of our rapidly growing
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urban centres today, the only truly economical house is a resonably good house, 
built and financed in a manner appropriate to the requirements of a progres
sively improving economy.

What is Needed is More Housing—in many Forms:
A National Program of Housing, as already suggested, would call for action 

on many fronts. Too much of our policy discussion seems to centre on this 
or that solution:—will it be rental or home ownership? public or private 
enterprise? row housing, high-rise or three-storey walkups? What matters 
basically is to get much more decent housing produced—in all of these categories 
—and to apply to all of it, particularly in the medium and low cost ranges, 
that careful neighbourhood design which has been seriously neglected in 
the past and which is the best insurance against present waste and future 
blight.

Why is More Use not Made of N.H.A. for Rental Housing?
We hear it said that the N.H.A. provides all the means necessary to get 

federal aid for both public and private rental projects. Why have these 
means not been used more extensively?

It is only recently that the limited dividend section of the Act has been 
used extensively for rental housing sponsored by private enterprise. This is 
an encouraging development.

What of the public housing provisions of the Act? This section 36 of 
the Act depends for its use upon the initiative of the municipalities. The 
municipalities, though increasingly concerned about the welfare aspects of 
the housing problem, have hitherto been reluctant to apply for the federal- 
provincial assistance for public housing. In part, no doubt, this reluctance 
reflects a failure to understand financial benefits which a municipality can 
gain from re-housing its citizens under improved conditions. This particular 
difficulty will no doubt be overcome as the benefits to residents and taxpayers 
alike from such projects as Regent Park in Toronto and the Habitations 
Jeanne-Mance in Montreal come to be understood.

Local governments have so far been in a difficult position to combat the 
typical propaganda used against subsidized public housing based upon the 
argument “why should I pay out of my taxes for John Smith’s rent; I have 
always paid my own rent”, or upon such stories as the one about tenants of 
public housing keeping coal in the bath tubs. In the United States, where 
these misunderstandings about the nature and purpose of public housing 
prevailed as they have here for a long time, a great deal of progress has been 
made through education to demonstrate the actual dollars and cents benefits 
to taxpayers as well as the social benefits to the residents of the projects.

One way in which the education may proceed is through the use in our 
municipalities of housing surveys to reveal housing conditions; by preparation 
of comprenhensive housing programs looking toward action on each front as 
may be needed—new public housing, redevelopment of blighted areas, 
rehabilitation, conservation and maintenance enforcement.

Municipalities are restrained in other ways from taking the initiative in 
housing matters. In many metropolitan areas they are competing with one 
another for industry and they prefer to “zone out” housing—especially low- 
value housing. This cut-throat-competition for a favourable assessment ratio 
is ruinous to sound urban development. We cannot have industry without 
housing and schools, and we cannot have housing and schools without industry. 
It is because of this impasse, among other things, that we are moving rapidly 
toward metropolitan government with a common assessment roll. As these 
wider jurisdictions are established—and they are certain to be soon—a common
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attack can be made on the housing situation in a whole urban area and it 
will be possible to devise an overall positive program, looking to the senior 
levels for assistance on planned projects.

Senior Citizens’ Housing
Would it not be desirable to study carefully the possibility of integrating 

old peoples’ housing with many of the large rental projects (both public and 
private) which we expect to see in the future?

There is a great backlog of need in this field, and it will be a tragedy 
for the nation if, in building homes for senior citizens, we continue to zone 
them out of a natural relationship with other age groups. It is surely not 
beyond our ingenuity to plan lay-outs and methods of financing for mixed 
residential development.

One of the problems in housing the elderly is to make some provision 
for periods of hospitalization and nursing care or supervision. Simple provisions 
for hospitalization in such projects might take a considerable load off the 
public hospitals. Is it not possible that the federal and provincial governments 
could make outright grants for these non-self-liquidating features of housing 
for the elderly, leaving the strictly housing features to be handled as at present 
under the N.H.A.? May I emphasize that this would be direct aid to the elderly 
and might reduce the need for further increases in the basic pension. It is 
not sufficiently clear to the public in this country that, under conditions of 
housing shortage, increases in cash pensions may be absorbed to a large extent 
in increases in rents in existing, inadequate housing.

Possibly the federal government could also consider greater assistance to 
non-profit societies building the limited dividend type of accommodation. 
There is an extraordinary discrepancy between the federal assistance available 
for senior citizens’ housing under Section 36 (public housing) and when built 
under Section 16 (non-profit housing). Under Section 36, the Federal govern
ment can contribute 75% of both the capital cost and the operating losses, 
while under Section 16 it merely makes loans available at or near cost. Could 
there not be a federal matching of provincial grants up to a given percentage 
of the capital cost? This might encourage those provinces which are not 
already doing so to give assistance to this type of housing and would take 
some of the weight off the charitable organizations. Up to the present most 
of the burden has fallen on the charitable organizations because the federal 
government has only been prepared to accept a limited proportion of old 
people in public housing projects.

Another big problem in old people’s housing is to reduce the cost for single 
persons. N.H.A. financing is now only available for self-contained units. For 
the many single pensioners, shared plumbing facilities and the reduction in 
floor areas may be quite satisfactory and would bring rents within the means 
of the single old person without heavy subsidies.

Financing of Trunk Sewers, Sewage Disposal and Water Mains: Since 
the cost of serviced land is one of the main obstacles to the construction of 
low-cost housing, a basic remedy could be provided from the federal level 
through financial assistance to municipalities in connection with the “big pipe” 
projects for water and sewage.

I know that this has already been proposed to your committee, and I 
want to endorse it heartily on behalf of the Community Planning Association 
of Canada.

This would no doubt require an amendment to the National Housing Act. 
(Under the land assembly provisions of the N.H.A., federal financing can be 
made available only for local services.)
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The precise methods of assistance should be carefully studied. Loans at 
favourable interest rates to the municipalities for approved projects might 
provide the relief needed to get many essential projects started and thus to 
accelerate construction of housing.

If one of the results of federal financing would be to encourage more 
careful long-term planning of such basic and expensive projects as sewers, 
sewage disposal and water supply, surely no harm could be done. The 
planning of industrial siting and highway routing, as well as residential 
development, are all related to the lay-out of the “big pipes”. Anything 
that will speed planning for the big pipes where they are needed may set off 
a chain reaction that could bring about the much-needed regional planning 
of all such basic urban facilities—to the vast benefit of many kinds of private 
construction and private investment as well as the municipalities themselves.

Thank you, Mr. Chairman.
The Chairman: Thank you very much, Mr. Beecroft. Now, gentlemen, 

there will be an opportunity to question Mr. Beecroft.
Senator Reid: How would you get around the difficulty of financial 

assistance for the development of sewers and water mains on new properties 
by the federal authorities or the provincial authorities, as outlined on page 8 
of your brief? Speaking from experience in municipal affairs, I would say that 
would raise quite a problem and stir agitation in the minds of most of us 
who are paying the whole shot for water and sewers. I am just speaking of 
it as a practical problem. I know what we are up against.

Mr. Beecroft: Mr. Chairman, my answer to that would be that if the job 
has to be done in future, even if it makes some of us jealous because we did 
not have this kind of a system out of national revenues at an earlier stage, 
it still has to be done; we have got to turn over a new leaf some time and 
do this the way that is most effective.

Senator Reid: I have another question, referring to page 4, where it says:
“It is probably safe to predict that, of all the housing we have 

produced in the post-war years, it may not be the rental housing which 
will become slums of the future, but rather the monstrous subdivisions 
of box-like single-family homes built on grids, without benefit of either 
architect or town planner.”

Now, I draw your attention to the fact that I think there were about 
twelve housing “outfits”, if I may use that term during wartime years, which 
built single-family homes, and it was said that they would all be slums. They 
have most beautiful home sites around the city of Vancouver today, each 
having a beautiful garden, and all built in one group as wartime houses. It 
is not the houses that are built which bring about slums, it is the people 
themselves.

Senator Burchill: Coming back to page 8 of the brief, may I ask this 
question: Is it not so that Ontario through its water Resources Board provides 
capital assistance on water and sewerage costs based on 30-year amortization 
plans?

Mr. Beecroft: Mr. Chairman, I am not in a position to answer that, I 
am sorry. I do not know the Ontario legislation.

The Chairman: Perhaps we can get the answer to that interesting question 
from Mr. Hodgson.

Mr. Hodgson: The Ontario Water Resources Board does make financing 
available. This organization was created in 1956, and is just getting underway. 
I understand today its total commitments have been relatively small, and have 
been for the most part confined to the small municipality short of funds with 
severely limited borrowing powers, which otherwise could not install services
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at all. I understand that the Ontario Water Resources Board has not to date 
made financial assistance available to the larger communities to increase their 
assistance for trunk services.

Senator Smith (Queens-Shelburne) : I should like to comment on the con
tribution that might be made to the problem of providing housing by more 
assistance to the co-operative housing method. I have in mind the great success 
of the Nova Scotia Housing Commission, for example. It strikes me that in 
that part of Canada this technique might be furthered, and I would like to 
have your comments on that.

Mr. Beecroft: I am sorry to say, Mr. Chairman, I do not have much know
ledge of the way in which the federal legislation can be used to assist co
operatives. There is much that can be done, and it has been done, and there is 
a good deal of initiative in this matter taken in the Maritime provinces and in 
Quebec. I should like to urge very strongly that in any complete inquiry into 
the problem of low-cost housing, your committee, if I might so suggest, Mr. 
Chairman, might like to ask for testimony from some of the people connected 
with the co-operatives in Quebec and in Nova Scotia, and the Co-operative 
Union of Canada, who have assembled a considerable amount of information on 
this subject.

Senator Woodrow: I am wondering if you have put forward any efforts in 
the way of co-operation with the municipalities to get them to improve their 
planning and services?

Mr. Beecroft: Yes, we have done that. Our association is trying all the 
time to persuade municipalities to think in terms of planning rather in terms 
of zoning, or in terms of zoning only to the extent of implementing a master 
plan, and to bring it down specifically to the question of low-cost housing. 
I think that most of us feel that the only way to get low cost housing carried 
out economically and efficiently, with saving to tenants and Governments alike, 
is to get it done on a sufficiently large scale possibly making more use of 
land assembly provisions of the National Housing Act wherever possible, and 
if necessary by that means to assemble sufficiently large tracts, or suitable tracts 
of land, keeping in mind the municipality’s master plan, and then having 
the municipality and the federal authorities and the builders co-operate in 
getting planning and architectural skill put to work on planning the layout in 
that large area.

Senator Woodrow: Do you approach the municipalities directly and point 
out these advantages?

. Mr. Beecroft: A lot of the members of this association are closely con
nected with the municipalities and we exchange information on these subjects 
through this means.

Senator White: Mr. Beecroft, on page 5 of your brief you use the following 
description, “The basic or stripped-down house”. When you refer to low-cost 
housing will you tell me what type of house you have in mind, what it will 
cost having in mind the type of surroundings as mentioned in your brief.

Mr. Beecroft: I have been influenced by some of the testimony I have read 
in evidence that you have already received, Senator White. I am not, however, 
a builder, nor an architect, and I do not feel competent to say what is a basic 
house. I think that is something that should be very carefully studied, not 
in relation only to present needs but, as the brief points out, in relation to 
what are going to be the needs of the population over a period of 30, 40 or 50 
years.

There is a danger that the basic house of today, as I have heard it described, 
with small rooms, and thinking of it only by itself on a lot, without planning 
its proper relationship with the rest of the housing in the area, or the proper
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use of the land space between houses, there is great danger we will be 
simply creating new slums that will quickly became uninhabitable. I think 
the builders are afraid, and justifiably so, of that, and the lenders also may be 
afraid of it.

Senator White: That type of housing you are suggesting or recommending, 
the type you want to have, how are -you going to get that house for what you 
may call low cost?

Mr. Beecroft: It may be very much better to make the savings that are 
necessary by exploring all the possibilities of low cqst multiple units in our 
housing developments. Although our brief does not take time to say it, row
housing may have an advantage of giving a tenant an opportunity to become 
an owner, to acquire an equity in the course of time. I think that we have not 
explored sufficiently in this country the possibilities of good multiple-unit 
housing. From experience in other countries and some of our own experience, 
it appears that our architects and town planners and builders are quite capable 
of producing a fine type of rental housing for people who need accommodation 
at low rentals.

Senator White: Do you want to put a price on your figure of low rental 
housing or low cost housing? What income bracket would a buyer have to be 
in to be able to pay for low rental housing? What is the income bracket 
you have in mind?

Mr. Beecroft: Roughly from $2,500 to $4,000 a year.
Senator White: How much would a house have to be sold for to be 

purchased by a person in that income bracket?
Mr. Beecroft: In talking about the $8,000 house, or the so-called Hipel 

house, the income bracket a person would have to be in to purchase that type 
of house is approximately $2,700 to $2,800, and that is according to the 
calculations which have been associated with the Hipel house.

Senator White: Do you mean that if you have an income of $2,700 a year 
you can live in an $8,000 house—is that what you mean?

Mr. Beecroft: That is my understanding from discussions I have heard 
of the Hipel house. I am accepting the statement of the National Association 
of Housebuilders on that.

Senator Euler: Do you mean such a person could afford an $8,000 house 
on a rental basis or on the basis of purchasing it?

Mr. Beecroft: Buying it.
Senator Euler: On a $2,700 income per year?
Senator White: How many years would it take to pay for a $8,000 house 

on an annual income of $2,700?
Mr. Beecroft: Twenty-five years^
Senator Pratt: Evidence given at a previous meeting of the committee 

mentioned that something like 22 per cent of a person’s income, within certain 
brackets, would be appropriated to the amortization and the carrying charges 
of a house in the low cost bracket.

Mr. Beecroft: I think the standard usually lies somewhere between 22 per 
cent and 27 per cent.

Senator Pratt: 27 per cent?
Mr. Beecroft: I think 27 per cent is about the maximum that would be 

acceptable.
Senator Pratt: That would be a very high percentage of a person’s income?
Mr. Beecroft: Yes it would, Senator Pratt.



128 STANDING COMMITTEE

Senator Pratt: Is that practical? Has experience proven that to be a 
practical figure with that range of income?

Mr. Beecroft: I think that is proved in practice to be very suitable over 
the years in the operation of the N.H.A. Act and in the view of the lenders.

Senator Wall: On page 2 of your brief you write what may appear to 
be the crux of the contention of the brief and that is the national housing 
policy—a national charter of housing. Now, you claim that this should bring 
in all levels of Government, and then you go on to say: “(1) to assure an 
annual net addition to th£ housing stock . . . sufficient to close the gap within 
a reasonable number of years.”

Now the basic premise is that we are not closing that gap. Are we 
closing it at some levels of housing, better type housing for example and 
not at some other level? That may be so. Now, we are closing it at the 
high cost housing level because there have been too many of those houses 
not being sold, as you know—Winnipeg is quite an interesting example of 
that—what incentives do you see, how could we assure that we have a com
prehensive addition of housing at all levels every year? If we have to assure 
that who is going to do this assuring? It is a truism—we accept that we 
should assure it. Now, who?

Mr. Beecroft: This is a point which I think should be spelled out 
in any adequate brief. What steps are to be taken, how do we get people 
together each year? I think that one of the practices which is lacking in 
this country for the purpose of getting a sound housing program is an appro
priate relationship between the federal, provincial and local Governments in 
respect to this type of problem. We still think we are bound—not so much 
by the law of the British North America Act but by a sort of convention 
that has grown up surrounding our system of Government, that each level 
of Government has to sort of keep at a diplomatic arms’ length from the 
other. We must not be caught interfering in each others’ business. The 
federal Government has to be very careful, for instance, not to seem to suggest 
to a municipality what it ought to be doing.

I don’t know how to remedy this, except by getting people to realize that 
from now on in respect to housing, as well as in respect of many other types 
of public works, we are inevitably in partnership between the three levels 
of Government. One way I would suggest for implementation of this housing 
charter is to have a national council made up of representatives of the three 
levels of Government—perhaps together with representatives of private lend
ing institutions and the building industry—whose responsibility it would be 
to see that every few months a very careful check is made to determine 
the progress being made towards closing the gap and meeting the target 
for the year. Then, if the target were not being met, by this means you 
could flash to the municipalities and the provincial Governments the intelligence 
which is necessary and which would indicate whether they have to get a 
move on and make better use of the provisions of the Housing Act.

Under present circumstances, without some kind of formal or informal 
liason—something more than just a random get-together now and then—and 
without some institution that has a definite responsibility for making a peri
odic check on the closing of the gap, we are not going to persuade the munic
ipalities or other people who could be taking the initiative that they ought 
to do so.

I do not think we can blame the municipalities too much because, after 
all, they are the low man on the totem pole. When it comes to matters 
of approaching financial markets, they are hesitant; and, even if you are asking 
them to take only a small share of the capital cost, you are expecting rather 
much to think that they are going to take the initiative in all these situations.
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I think we have to have machinery that will break down this reticence that 
exists between the three levels of Government in approaching the housing 
question. We are evading at present the responsibility for closing the gap.

Senator Wall: Let us accept that. Specifically, that initiative cannot be 
taken at the municipal levels; it might be taken at the provincial level, but 
finally we end up at the national level. C.N.H.C. is an independent Govern
ment corporation—is it to take this initiative? It could not do it; it has a 
specific function. It must, therefore, be a department of the Government or 
some branch of Government who will take the initiative of setting up this 
machinery.

Mr. Beecroft: I think if this problem were injected into the discussion 
that is going to take place, according to announcements, between the Federal 
Government and the representatives of the municipalities, we could expect some 
sympathetic interest in the idea from both levels, without having the federal 
Government take an undue amount of initiative in it.

The Chairman: Senator Robertson?
Senator Robertson: Mr. Chairman, I think the question I had in mind has 

been largely answered in response to Senator Wall’s question. I note that the 
witness in his testimony used from time to time the expression municipal 
government and federal Government, and seemed to ignore the provincial 
governments. I had a question on that point: I could not understand why the 
provincial governments were not brought into this more than the witness 
seemed to be bringing them in. After all, I would think that the responsibility 
of the federal Government in this field would be by way of assistance to the 
provinces to assist the municipalities. If you are going to by-pass the prov
inces, you are going to be in trouble, or I miss my guess.

Mr. Beecroft: Mr. Chairman, I welcome the question from Senator 
Robertson. It makes' me wish I could have made the brief even longer than it 
is. It omits to say that one of the important parts of the program of the 
Community Planning Association of Canada is to try to persuade the provincial 
governments to take the leadership in these matters which really relate to 
urban planning in the broad sense; and since the municipalities are the par
ticular responsibility of the provinces, as the Senator suggests, the responsibility 
for taking the initiative, for example in getting good housing surveys conducted, 
helping the municipality to set up administrative devices necessary to do good 
planning, get sound regional or metropolitan Government, these have to be 
done on the initiative of the province. One of the suggestions we are making, 
and I think we will be heard to make if often in the future, is that every 
province of Canada simply must have a high-level planning system attached 
to the premier of the province.

Senator Wall: For example, Mr. Beecroft, if I may pinpoint that: I noted 
on page 2 you used these words, “to provide housing directly for medium and 
low income people in the many situations where it will undoubtedly be re
quired”. Underneath that I wrote “provinces?”. It appeared to me that it is 
imperative that tjie provincial governments should show greater leadership, 
because they are in the first place in closer contact with the municipalities. 
Would you concur in that general thesis?

Senator Crerar: The witness a short time ago used the phrase “sound 
housing policy”. How would you define such a policy?

Mr. Beecroft: Well, the general definition of it here is that it is going to 
be a policy that will definitely close the gap between need and supply within 
a reasonable number of years, and will proceed to meet certain annual targets 
for the diass of citizens who require housing.

60166-6—2
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Senator Crerar: Is there a possibility that we may get too many houses?
Mr. Beecroft: There may be a real possibility of getting too many houses 

in certain places or in certain economic categories.
Senator Euler: You may more than close the gap in some places, while 

still leaving a wide gap in other places.
Senator Crerar: Supposing you close the gap in a city like Montreal, and 

conditions change, as they always do, and Montreal finds itself with a surplus 
of houses which it can’t rent or sell, who bears the financial responsibility? 
In other words, with such a proposal you must be able to show how you can 
reasonably carry through financially the program you advocate, first, without 
running into the danger of inflation, and secondly, without burdening the 
taxpayer.

Mr. Beecroft: Yes.
Senator Crerar: I am sorry I was not present for the reading of the 

earlier part of your brief, but in glancing hastily over the brief it seemed to 
me there was a lack there. You put forward a fine theory but how are we 
going to carry it out? What is to be the financial responsibility? The municipali
ties say “We ought to have more housing in our municipalities but we can’t 
afford it.” Therefore they urge the provincial Governments to do it, and that 
has actually happened. The provincial Governments say “Well, our resources 
are limited and therefore we will push it over on the federal Government.” 
But in the end someone has to pay for it. Now, who should pay for it? Should 
we build houses that will be a drug on the market, and consequently a liability 
for someone?

The Chairman: Senator Crerar, you will remember that this question 
came up before—the question on low-income housing—and I asked Mr. Bee
croft to come here today and give us a talk on community planning. I also 
asked C.M.H.C. to send some officials here today to discuss this part of the 
problem, and I suspect they are prepared to do so. We have with us today 
Mr. Stewart Bates, the President of C.M.H.C., who very kindly came along 
himself, accompanied by J. S. Hodgson, Executive Director; H. W. Hignett, 
Executive Director; K. C. Joynes, Liaison Officer; R. T. Adamson, Chief 
Economist; S. A. Gitterman, Advisor on Construction, and V. C. Dale, Assistant 
Secretary, Canadian Housing Design Council.

I feel that the questions now being put to Mr. Beecroft are getting just a 
bit out of his field. He came here to discuss planning but when you come to 
the financial aspect of it I think we should have somebody else give evidence. 
Therefore, with the permission of the committee, I am going to relieve Mr. 
Beecroft of the responsibility of answering these questions and I shall ask 
Mr. Bates to come forward.

Senator Crerar: In other words, you are going to ask Mr. Bates to explain 
Mr. Beecroft’s brief.

The Chairman: No, I can’t do that but I am going to ask Mr. Bates to 
answer your questions at some stage of the game.

Senator Burchill: Before Mr. Béecroft leaves I should like to ask him a 
question. Unfortunately I arrived late and I am not sure of the association he 
represents. Mr. Beecroft, do you represent a national association?

Mr. Beecroft: Yes, a national non-profit citizens’ association.
Senator Burchill: Where are you located?
Mr. Beecroft: Our national office is here in Ottawa.
Senator Burchill: Have you branches in the other provinces?
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Mr. Beecrôft: We have quite an active branch in British Columbia and 
we have an office in Toronto. We have some part-time staff and quite active 
citizen groups in a good many of the large metropolitan areas.

Senator Crerar: How is your association financed?
Mr. Beecrôft: As I mentioned at the beginning, our association is financed 

by contributions from some 3,000 members scattered across Canada. This 
membership is made up of a great variety of architects, engineers, municipal 
officials, builders, private citizens who are interested in housing and planning, 
municipalities themselves, about 200 of which contribute to the association in 
sustaining fees, and by nearly all the provincial Governments and by the 
federal Government under part 5 of the National Housing Act.

Senator Euler: What have you actually accomplished so far?
Mr. Beecrôft: That is a good question, which I would like, Mr. Chairman, 

to discuss very candidly and fully. I believe that over the years we have 
accomplished a great deal in one respect. We have succeeded in helping the 
municipalities to understand the need for engaging qualified technical planning: 
staffs, and I believe we have helped to accelerate the efforts of many of the 
provinces to find ways of giving adequate technical assistance to the munici
palities in connection with urban planning. In the last few years we have been 
in much more direct contact through our conferences and literature, and so on, 
with the elected officials themselves, who represent the public and who are 
responsible in the last resort for shaping our communities, and this has helped.

Senator Pratt: Do all the provinces have members in this association?
Mr. Beecrôft: Yes.
Senator Pratt: Has each province its own provincial organization which 

works in close co-operation with the national association?
Mr. Beecrôft: We have a provincial division in all provinces except one.
Senator Pratt: Which one is that?
Mr. Beecrôft: New Brunswick.
Senator Pratt: How often do the representatives of these various divisions 

meet on a national scale?
Mr. Beecrôft: We have one annual national meeting of members to discuss 

planning problems, and this meeting usually lasts about four days. Our National 
Council meets at least twice a year, and our smaller executive body meets 
about four times a year.

Senator White: I should like to ask Mr. Beecrôft one simple question 
before he leaves. On page 2 of his brief under the heading “ A National Housing 
Policy” I see the following words under subparagraph (b) of paragraph 3:

“By encouraging strong measures to enforce maintenance standards 
for existing housing—thus compelling proper conservation measures ...”

Please tell me which Government you had in mind, and whether you do 
not think that this suggestion is rather drastic?

Mr. Beecrôft: The municipal Governments are the ones mainly responsible 
for compelling observance of standards. The provinces can do a great deal to 
encourage this, and there is much that depends on the actual use of initiative 
by the municipalities.

Senator Wall: I do not want to use the word “compelling” but in order 
to set up a planned community within whose framework the municipality or 
private builders could sell land, you would have to set up more or less a 
compelling framework if you are to realize the fruition of the hopes you have 
of planned communities which would not finally deteriorate. In other words, 
setting up a compelling framework is almost crucial if you are going to carry 
out the concept outlined in your brief.

60166-6—2J
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Mr. Beecroft: All of us who have been talking about community planning 
in the last 13 years since the war are just beginning to realize that in the 
next 12 or 13 years one of our big problems of implementation is to face up 
to this question of how to control the development of land by purchase. In many 
parts of Canada, a great deal has been accomplished to implement planning 
by zoning. My prediction would be that one of our biggest problems in the next 
few years will be how to assemble land, create a master plan and to get the 
planning action implemented, whether by purchase or by zoning or by some 
other method.

Mr. Chairman: Thank you, Mr. Beecroft, very much. I shall now ask Mr. 
Bates if he will come forward. As I have already stated, gentlemen, there 
seems to be a very keen interest in low-cost housing. Some of the officers in
terested in planning and designing have come, and in addition Mr. Bates himself 
is here and has had a brief prepared, which I am going to ask him to read. 
When he has concluded his brief, the committee will be open for questions, 
and I shall ask Senator Crerar to ask questions first, because I am afraid I shut 
him off a moment or two ago.

Senator Crerar: I shall not interrupt Mr. Bates while he reads his brief.
Mr. Stewart Bates (President. Central Mortgage and Housing Corporation):

Gentlemen, I understand you wish me to make a statement regarding the 
provision of housing for low-income families. May I deal with this under two 
headings. First, what is the National Housing Act contributing to the solution 
of the housing problems of families of lower income? And second, what can 
be done to reduce the cost of housing.

Most families with incomes of less than $3,000, do not live in new houses. 
Families with this low an income, particularly in urban areas, more often 
than not rent accommodation and usually the rentals which they can afford 
limit them to the older properties. Where families in this income bracket 
want to buy a house of their own, they usually find that they cannot afford 
to buy a new house—any more than they can afford to buy a new car.

The National Housing Act, as you know, provides financial assistance only 
for the building of new housing. This is a matter of Government policy. Any 
suggestion to assist in the purchase of existing housing would require an 
amendment to the Act by Parliament.

We have, of course, special programmes aimed at providing low-cost 
housing, and particularly low-cost rental housing, and I shall have more to 
say about this in a moment. But the vast majority of the houses built under 
the Act are beyond the means of the families in the lower third of the income 
range. However, I should point out that we can still make a very large in
direct contribution. Anything that increases the rate of new housebuilding 
must, in time, have an effect on the general living conditions of all Cana
dians. Indeed, one of the reasons why so many families live in poor housing 
today is the fact that the rate of housebuilding in the past has not always 
been adequate. I am thinking particularly of the thirties and early forties when 
the rate of new housebuilding fell to very low levels. In many years the 
number of new houses built was not enough to take care of the increase in 
the number of families living in the country. The shortage has tended to 
sustain the price of old houses. Moreover, some of the older housing that 
might have been expected to prove uneconomic and been torn down has con
tinued in existence because of the continued high demand for housing. So I 
am saying, therefore, that the provision of new housing, no matter what 
price range it goes in at, will ultimately help to ease the housing problems 
of all families, including those in the lower income brackets.
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How Can People of Low Income Obtain Housing 
Under the National Housing Act:

Until recently their chance of obtaining a home under the insured mort
gage arrangements in the Act were poor. These loans were made almost 
wholly by private lenders—banks and life insurance companies—and the Cor
poration simply acted as the insurer of the loan- Prescribe certain standards 
of building and on a minimum term for the loan, but the initiative as to 
whether the loan was made or not rested with the private lender. Moreover 
most of the new housing built under this section of the Act was put in by 
builders building for sale, and their judgment of the market influences the 
type of housing that comes to be financed under the Act.

The average income of borrowers obtaining NHA loans from private 
lenders has been climbing steadily. In the period 1946 to 1957, the average 
borrower’s income has risen from $2,428. to $5,857.

Here is what is happening now. Only about 6% of the loans made by 
private lenders under the Act are to people with individual incomes of less 
than $4,000 and only a fifth of one per cent are made to those with incomes 
of less than $3,000. The bulk of these loans are being made to people in the 
$4,000 to $5,000 a year class. This does not mean that the Act does not 
permit people of lower income to obtain insured loans. It is a question, on the 
one hand, of the size of mortgage required to finance the type of houses being 
made available by private builders and, on the other, of the type of house 
that nrivate lenders are prepared to make loans on.

The direct lending activity of the Corporation prior to May 22nd was 
confined to centres of less than 55,000 population. This meant, in effect, that 
an applicant living in an urban centre had no prospect of obtaining a loan 
were he refused by an approved lender. Although the agency plan made an 
important contribution by providing Government funds for housing at a time 
when mortgage money was short and ensuring that this money was used for 
housing for persons of modest means, it in no way altered the fact that the 
decision whether to lend or not still rested with the approved lender.

At the present time, an applicant of low income can obtain a loan, how
ever modest, to build a home—provided it conforms to the Housing Standards. 
The introduction of the agency arrangement had the stated motive of providing 
mortgage funds for more modest homes. The success of this plan can be seen 
in the drop of $900 in the average applicant’s income, compared with the 
insured loan borrower. Indeed nearly 60% of all borrowers under the agency 
plan, during the first quarter of 1958 had incomes below $5,000 and, of these, 
one quarter had incomes below $4,000.

Following the termination of the agency arrangement, the Corporation 
announced, in May of this year, that it would make direct loans in any centre, 
regardless of population.

If a borrower shows that he can build a modest home for a figure down 
as low as $7,000 or $8,000, exclusive of land, the Corporation will make a loan 
if he cannot obtain one from an approved lender. In fact approved lenders 
are making loans on just such properties as these in several parts of the coun
try. Where land costs $2,000, for example, a borrower with an income of 
$3,200 can afford to pay $8,000 for the structure.

Facilities are already available, under the National Housing Act, for the 
financing of low-cost housing, whether it be for rental or for sale.

Short of the Federal Government, through its housing agency, entering 
the field of direct construction, however, we must rely upon influences and 
persuasion in reducing the market prices of housing.
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Limited Dividend Projects:
In the rental field, cheap money is already available in the form of loans 

to Limited Dividend Companies, whether they be profit-making concerns or 
charitable organizations. To ensure that no unnecessary frills are installed in 
these projects, Central Mortgage and Housing Corporation closely examines 
the location, need, and preliminary plans for each project. It is felt that low 
rental accommodation, financed under this section of the Act, should provide 
the minimum accommodation, commensurate with health, safety and good design.

Rentals for these projects are geared to the actual operating costs and 
mortgage charges. In cases where a profit is required, 5% return on the 
equity invested is the maximum which is allowed.

Rental ranges obtained by free enterprise Limited Dividend Companies 
have proven to be well below the market rentals for the areas. For example,- 
in Montreal rents of $68.50 a month for a 3-bedroom apartment have been 
obtained.

Similar accommodation in other cities have rented for: —
$70.00 in Ottawa, $62.50 in Winnipeg, and $67.00 in Edmonton.

Federal Provincial Projects
Under Section 36 of the National Housing Act, the Federal Government, 

in partnership with the government of any province may provide rental accom
modation for persons of low or moderate income. In such cases, 75% of the 
cost of the project is borne by the Federal Government and 25% by the 
Provincial Government.

Projects constructed under this arrangement may be either completely 
self-supporting or partially subsidized by the Federal Provincial partnership.

In the case of the self-supporting projects, the rents are set at a level which 
covers maintenance and operating costs, including taxes, plus full recovery of 
capital costs over a period of fifty years. These are so-called full recovery, 
self-supporting projects.

Subsidized projects are designed to provide accommodation for an even 
lower income group. The rentals obtained in such projects do not meet the 
operating costs and this deficit is absorbed by the Federal Provincial partner
ship on the same 75%/25% basis. Rentals paid by individual families are 
varied according to income and family size. These rents are reviewed period
ically.

Up to the end of 1957, Federal Provincial partnerships had been respon
sible for 29 full recovery projects and 26 subsidized projects situated in six of 
the ten provinces.

What Can Be Done To Reduce The Cost of Housing:
The element of control by the Corporation is far less in the field of home 

ownership than in the case of rental accommodation. Here, the market dictates 
what the builder provides. The consumer and not the Corporation is the ulti
mate judge of whether the product is satisfactory or not. Certainly, structural 
limitations are applied in the form of the Housing Standards, compliance with 
which is mandatory for any loan made under the National Housing Act, but the 
general public, for some years past, has been demanding more and more. This 
trend has forced the pjâce of housing up far more than any increase in building 
costs.

To reduce the end cost of the product a process of subtraction must take 
place. In other words, to achieve low cost housing in the present market, there 
must be a change in the end product. This would also enable the public to see 
what they are, in fact, paying for housing luxuries. This change can be brought 
about in several ways.
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Reducing the Floor Area
The typical NHA house is very substantially above the minimum housing 

standards, particularly in terms of liveable floor area. Therefore, a number 
of economies are readily available in areas where municipal by-laws permit.

The average area for a one-storey single family dwelling in Canada in 
1957 was 1,154 square feet which compares with 839 square feet in 1947, an 
increase of 37%. While part of this increase is due to larger families, the fact 
remains that it is physically possible to produce well-designed three-bedroom 
houses of about 900 square feet and two-bedroom houses of 750 square feet. 
Neither of these areas contravene the space requirements of the housing 
standards.

Use of Row Housing
Mention is fequently made of the rising costs of serviced land. The use of 

row housing permits better land use, coupled with savings in construction costs 
and servicing costs. Unfortunately, some municipalities do not regard row 
housing are being suitable for owner occupancy. The erection of good row 
housing projects should be beneficial in demonstrating their potentialities.

Elimination of the Basement:
Basementless construction offers some saving in construction cost. This 

saving is offset, to a certain degree, by the additional area needed for heating 
and storage space, the net saving, therefore, is not substantial.

Postponed Finish
Between 1945 and 1950, the 1J storey house with the upstairs unfinished 

was very popular. The purchaser of such a house completed the spare bedrooms 
in his spare time with his own labour and savings. Provided the exterior finish 
is completed before sale, this method offers a useful opportunity to a purchaser 
of modest income.

Reduced Quality
The elimination of frills and amenities is primarily a question of sales 

appeal when the house is being built by a merchant builder. No such problem 
exists in the case of an owner-applicant. Any person desirous of building a 
house to the absolute minimum set out in the Housing Standards' can obtain 
mortgage financing for the purpose. Such a house would fall far below the 
average product offered for sale today.

In urban locations it is much more difficult to build a truly stripped-down 
house, chiefly because of municipal by-laws. Even accepting this fact, it is still 
possible, in an urban area, to build a minimum house for a price well below 
that of the average NHA house.

In the remote or outlying areas, it is possible to effect much greater 
economies. At an earlier hearing of the Committee I mentioned a number of 
items which could be omitted from a house without contravening the Housing 
Standards.

Cost of Land and Services
You will note, gentlemen, that my comments up to this point, have re

ferred solely to the cost of the structure. Perhaps, even more important is the 
necessity for reducing the cost of land. Even a cheap house, if placed on ex
pensive land, is beyond the means of the families now under discussion.

Our records show that the average price paid for a lot has risen from $523 
in 1947 to $2,582 in 1958. Indeed, in some metropolitan areas it is impossible 
to buy a serviced lot for less than $5,000. It should be explained that the figures
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I have given tend to overstate the true increase. In 1947 it was customary for 
the cost of services to be paid for over a period of years by means of a local 
improvement tax. Today, these services are usually provided by the builder 
or land developer with the consequent reflection in the higher cost of the lot. 
In this respect, mortgage debt has been replacing municipal debenture debt.

Still another factor is the tendency of some municipalities to insist upon 
an unduly costly specification for ground services installed by developers, to 
restrain future maintenance costs.

Undoubtedly, however, the principal factor in the price rise is the shortage, 
itself, of serviced land. The critical factor in this shortage is not the small 
gauge pipes fronting the individual lots, but the heavy trunk sewer and water 
lines and central plants which must be available if serviced land is to be 
produced.

Other witnesses have already expressed their views on the financial par
ticipation in the provision of trunk services by the Federal Government.

Projects Currently in Process:
The achievement of low-cost housing is constantly occupying the attention 

of the Corporation. The Committee has already heard evidence of the economy 
house built under the auspices of the National Home Builders Association. 
This house, which received the co-operation and encouragement of the Cor
poration, has been successfully built in two locations. The Corporation and 
the National Home Builders Association are presently co-operating on two 
other “economy” homes which will be developed during 1958 and 1959.

We are currently at work on the design of an absolute minimum house 
which will be suitable for construction in the remote areas.

It is hoped that this house will be constructed for a cost of about $5,000. 
If this proves to be the case, the mortgage repayments and taxes can com
fortably be carried by a borrower earning less than $200 a month.

This design, with certain added amenities, will also be suitable for 
erection in urban locations.

The Corporation is also closely examining the Housing Standards in order 
to provide a brief and truly minimum specification which will not contravene 
the standards. Both the design and minimum specification will shortly be 
published.

In the meantime, research into construction methods and new materials 
is encouraged by the Corporation. Some of this work is being carried out in 
conjunction with the Division of Building Research of the National Research 
Council.

Last spring, a foamed plastic hut was erected in the grounds of the 
National Research Council for observation of the effects of the elements. This 
hut was constructed of a newly developed foamed plastic, light in weight and 
yet possessing sufficient tensile strength to be self supporting. It also combines 
service pipes within the floor for running electric wiring and water. If this 
experiment is a success, it will be further developed. At the present time, it 
appears to have achieved a saving of some five operations and four materials 
by combining all these in one material. It is hoped within the next six months 
to develop another plastic hut of a new material which may ultimately be 
foamed on the site.

Work is now almost completed on the preparation of a catalogue of build
ing methods and systems. This catalogue contains data obtained from many 
countries of the world and is believed to be the first catalogue of its kind 
produced.

Perhaps the most important field of research is that of sewage disposal. 
Preliminary work is currently being carried out. This work contains a short-
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term and a long-term objective. It is first hoped to achieve a more satisfactory 
method of sewage disposal than septic tanks and, at a later date, achieve 
a method of eliminating costly sewer pipes by the production of a small 
unit for sewage disposal which could be built into a house. While no quick 
results can be expected from this work, the importance of it must be under
lined. Success in this endeavour might have a revolutionary impact on land 
costs and physical planning.

The matter of low-cost housing is not new to the Corporation. For years, 
the subject has been studied and every encouragement has been given to 
those who are willing and able to provide such housing. In a free enterprise 
system, however, it is not possible to force upon the ordinary citizen some
thing that he does not want. To produce absolutely minimum housing is 
perfectly feasible, but the reality of the matter is that the standard of accom
modation would not be acceptable to most ordinary buyers, even buyers of 
modest income.

The Chairman: Thank you, Mr. Bates. Senator Crerar, do you wish to 
raise the question with Mr. Bates that you raised with Mr. Beecroft?

Senator Crerar: Mr/Chairman, the only observation I have to make is that 
Mr. Bates has given the answer to the question that arose in my mind when I 
was listening to Mr. Beecroft.

The Chairman: Do you have another question?
Senator Crerar: I have no further questions, except to say that I confirm 

absolutely the observation Mr. Bates makes in the closing words of his state
ment, which reads:

To produce absolutely minimum housing is perfectly feasible, but the reality 
of the matter is that the standard of accommodation would not be acceptable 
to most ordinary buyers, even buyers of modest income. There is just the 
danger that we may be living too much in the clouds in this matter and may 
miss the practical realities. My own view is that it is unwise, as a matter of 
policy, to give the impression that we are saying to people, “Here is an 
organization just out to serve you—come along and make your demands.” 
Human nature is not built that way.

This is a very admirable brief, Mr. Bates.
Senator Pearson: Mr. Chairman, may I ask Mr. Bates if there is any solu

tion to the problem of the high cost of lots?
Mr. Bates: You will recall that the National Housing Act contains a sec

tion covering land assembly operations, which can be carried out jointly with 
the provinces and with the municipalities. Some land assembly operations 
have been carried out, but they have been too little and too late; therefore, 
without any real effect.

What is the use of having 300 lots in Ottawa which we can sell reasonably 
cheaply because we bought them five years ago? It merely gives us a problem 
of trying to distribute them fairly. Who is going to get the benefit of this 
largesse, when other lots next door are going to sell for four or five times 
that amount?

No one I have encountered has yet suggested nationalizing the land around 
cities; so, we are left, so far as we are concerned, with a piece of legislation 
that can become operative only if a municipality asks us to co-operate with 
them. This is very useful in small towns where they may perhaps lay down 
enough lots to do them for several years: we have a number of such smaller 
towns in Ontario where we have co-operated in land assembly projects. In 
these towns it works, but when we come to cities like Ottawa and Toronto, the 
land assembly projects are just not adequate. The price goes up on the very
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scarce commodity. It is not land that is scarce, it is serviced land; it is the big 
pipes, the big water mains that are still scarce. The developer can look after 
the other things.

Senator Crerar: Would it be any help, Mr. Bates if the municipality put a 
substantial surtax on the vacant lots that are being held in the hope of the price 
being forced up?

Mr. Bates: No doubt there are many interesting ways in which munici
palities could finance this operation, and that is one of them.

Senator Pearson: Could you not restrain the price rise on approved pro
perty by limiting the amount of C.M.H.C. mortgage loans with respect to such 
land development?

Mr. Bates: This would be a very bureaucratic undertaking, and we have 
not seen any evidence that the people of Canada want a stringent control of 
this type. There is no doubt that controls could be developed that would work 
one way in St. John’s, Newfoundland, and another way in Etobicoke or Scar
borough. All of this could be done but it would be a fearful operation for any 
federal agent to take, since in the end this is essentially the business of the 
provinces and municipalities. I believe that up to this time the various federal 
Governments have taken the view that while they are in housing they are 
in it as an aid rather than as a direct leader in the development of communities. 
This seems to have been the philosophy.

Senator Horner: The servicing of land for housing purposes is primarily 
the responsibility of municipalities, is it not?

Mr. Bates: Quite. Today most of our municipalities have urban districts 
and some of the larger centres constitute a conglomeration of municipalities. 
This sort of condition calls for action by the provincial governments in order 
to implement a satisfactory policy with respect to supplying water and sewers, 
and other services. In other words, you can no longer look at the municipality 
of, say, Malton, and determine what is required in Winnipeg, for instance.

Senator Haig: There is another factor there. You have talked about 
water and sewers. In connection with Winnipeg, the water comes into the 
whole area from 130 miles away and the capacity limit has been reached. 
They are bringing in 25 million gallons a day and in order to bring in any 
more there will have to be an aqueduct built. Who is going to build it? 
Am I as a property owner to pay extra taxes so that you, living miles away, 
can have water? I don’t think so.

Mr. Bates: Presumably I am going to pay taxes where I am living in 
another subdivision. The solution can only be found in a mass project. It 
requires a metropolitan outlook. I am not saying that it should be a metro
politan council, the same as Toronto has; it may be a Water Board the same 
as Vancouver and some other cities have. Clearly, however, the problem 
cannot be solved by individual municipalities.

Senator Pratt: Each area has its own problems which come under 
either municipal or provincial and municipal jurisdiction. There was a 
terrific problem in the centre of St. John’s, Newfoundland, not long ago. It 
was terribly congested. Outlying districts were expropriated and taken over 
and a housing corporation was set up. That nipped the conditions then 
prevailing in the particular place. Some people were very dissatisfied because 
their land was taken over, but it was done on an appraisal basis of values 
existing at that time. Then there are other areas outside the municipality of 
St. John’s, and that is where the province takes over. These areas are just 
developing into municipalities. So there is no such thing as uniformity of 
problems anywhere, is there Mr. Bates?
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Mr. Bates: No, but there is this fact that we have to face. We have in 
Canada 6 million school children and there are 3 million families that
have to be housed. We do not have to go looking for immigrants. We have
them here. It means adding 3 million to a housing stock of 4 million. It means
we almost have to double our housing stock, and this can only be done by
developing metropolitan areas and finding necessary financing for the required 
services. In this sense you may say we have a national problem. We have 
3 million families to be housed and clothed. Factories have to be developed 
and jobs found. There will be a tremendous capital search on the part of 
Canadians for the next 10 to 20 years.

Senator Pratt: The plans have to be set up by the municipalities them
selves or in conjunction with the provinces, and then have the federal Govern
ment brought in.

Mr. Bates: Quite.
Senator Smith {Queens-Shelburne) : Mr. Bates, would you comment on 

the idea of the provinces supplying more housing through greater use of co
operative housing schemes?

Mr. Bates: Yes. One might say that the co-operative operations have been 
very successful in Nova Scotia. There has not been the same drive in the other 
provinces. This drive in Nova Scotia may emanate from the work done by 
St. Francis Xavier University in the past 20 years. We are passing housing 
schemes every week. We approved one last week for Sydney, Nova Scotia, 
for 10 units averaging about $4,500 per unit. This is very economical and 
worthwhile housing. These housing schemes require personnel who have field 
training. Co-operative housing can work successfully if you have this per
sonnel. Incidentally, a good deal of this training has to be done on the spot. 
We have not had any trouble with these schemes in Nova Scotia, and we have 
there the lowest-cost housing we have in Canada. I think I am right in that 
statement.

Senator Smith: Under which section of the act does that co-operative 
housing scheme operate?

Mr. Bates: We have a special deal with the province of Nova Scotia under 
section 36 of the N.H.A. It is the only such deal we have in Canada. No other 
province has asked us to put together the same kind of deal to aid the Co
operatives. They have a housing commission there which is run by the 
provincial Government. It helps to seed these local groups and it provides 
them with information. It has been headed with great enthusiasm by Dr. 
Prince.

Senator Pratt: And it works very well?
Mr. Bates: Exceedingly well.
Senator Pratt: That should be publicized.
Senator Pearson: Is it for single houses?
Mr. Bates: Yes, and rows. There are varieties.
Senator Burchill: You have been talking about urban communities. 

What are the requirements under the act- with respect to space for rural 
communities?

Mr. Bates: Well, 7500 square feet is the minimum for septic tank purposes. 
They will not allow a septic tank to be laid down smaller than that because 
of the danger of spilling over into other people’s lots, as well as danger to 
themselves.

Senator Burchill: Has that been studied very carefully; that is the 
minimum?
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Mr. Bates: Yes. The National Research Council people have worked on 
this. But actually, you know, senator, every piece of ground is different. You 
can have some soils exceedingly porous, and others very clayey and difficult, 
so when your engineers strike a figure and say 7500, they are saying “Well, 
we are doing this because we simply cannot investigate every lot across the 
country.” This 7500 is a good average, and the average that keeps us out of 
difficulty. It is not only ourselves, but also our neighbours that get into 
difficulty.

The Chairman: Senator Wall?
Senator Wall: I have a minor question following up that of Senator 

Smith’s. Suppose in Winnipeg or Regina, or some place, ten or fifteen people 
wished to associate themselves in a co-operative building venture on ten or 
fifteen lots, does the Central Mortgage and Housing Corporation provide 
them, or can it provide them, with field people to give them advice and 
guide them? Where do they go for that kind of technical advice?

Mr. Bates: We can only give advice within certain limits. That is, we 
cannot really get down to the job of being foreman as the job proceeds. 
We will do an ordinary inspection of it, and advise. But we are quite 
prepared to encourage this in any area, and if need be send somebody to 
talk with the groups. We do not deal with a group of anything less than 
ten. If it is smaller it becomes ineffective. And we do not deal with a 
group of more than 36 because when it gets above that it begins to take 
too long, and people get a bit tired waiting for their particular house to 
be built; if they have to wait three years it begins to pall on them a bit, and 
we insist on a six months period of study, and so on, before they launch, 
so that the whole thing will be carefully cut and dried and it will be known 
exactly what timbers will be needed, and how to proceed. Of course, you 
want to combine forces, you want to have a combined package, with carpen
ters, plumbers and electricians, to make the project run itself pretty well, and 
you simply have them build the houses. None of them knows which house 
he is going to get. It is just a matter of drawing lots, perhaps, at the end, 
so that nobody puts a little more electrical work, for example, into a particular 
house.

Senator Horner: Would you inspect in every case where an application 
is made for ten houses, or a unit, under any plan; would you have somebody 
go and inspect a location and see if it is suitable?

Mr. Bates: We would give them advice. In Nova Scotia, the Housing 
Commission does a lot of that on its own, so we are not called in directly 
at that stage. But in other provinces—and I think there is a co-operative down 
here in Deschenes; that is in the province of Quebec, where we gave assistance 
directly, as well as advice.

Senator Crerar: Do you find any large urban areas like Regina and Winni
peg, where there is a tendency oh the part of the people from farms and small 
villages outlying to move in to the cities upon retirement?

Mr. Bates: I have seen no figures, unless Mr. Adamson can furnish them.
Mr. Adamson: We do not have the migration figures whereby we can 

tell exactly in the localities.
Mr. Bates: We just get them from the Bureau.
Senator Crerar: I was curious, because from my own observation of the 

city of Winnipeg I know there are a considerable number. The second ques
tion I wish to ask is this: With regard to low-cost housing, you speak here 
of houses around $8,000. What cash requirement is necessary for such a 
house to be purchased?
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Mr. Bates: A down payment of about $800.
Senator Crerar: Ten per cent?
Mr. Bates: Yes.
Senator Smith (Queens-Shelburne) : And how much a month?
Mr. Bates: Here is one that was actually built. The total cost of the house 

construction, including overhead and profit, was $8,000. The lot on which the 
house was built was $500, making a total price of $8,500. The down payment 
was $800, and the loan $7,700. The monthly carrying charge, that is, principal 
and interest, so that the debt is wiped out in 25 years, is $49.27. The taxes 
were $12.50. That makes a total monthly payment of $62.

Senator Crerar: What would the income of the purchaser be?
Mr. Bates: I believe he could carry this at $2,800 income.
Senator Crerar: That is very useful information.
Senator Haig: What place in Canada would charge only $12 a month for 

taxes? Where would that be?
Mr. Bates: Preston, Ontario—that is where this house is built.
Senator Haig: Suppose that an individual has contracted to purchase a 

house of that kind, and if the husband is a working man and loses his job 
or becomes unemployed and cannot afford to continue payments what do you 
do then?

Mr. Bates: Well, if for example he has a loan from an approved lender, 
a bank or insurance company they will try to carry this man on as long as they 
possibly can, they will try to make arrangements with him. None of them 
want to get into a foreclosure operation, although foreclosure may become 
inevitable. There may be no alternative. In cases where the corporation has 
made direct loans, we do the same kind of thing. That is, we try to work 
out with each individual some solution. We have no national policy, we have 
a policy for each individual who is in trouble. We will sit down with that 
individual and try to work out some solution even if it is only to make a 
token payment for a period of time. This happens if you have general unem
ployment in some community, or if you have a strike in a community. Means 
must be found, of working out with each individual some modus operand! 
to try to keep them going as long as you possibly can. Things may come to 
the point where you are almost rdady to foreclose and a trade union, for 
example, comes along and says we will pay the rent for our member- There 
may be a lot of that done before the rent is paid.

Senator Crerar: The tendency there, is that an individual who has pur
chased a house has an equity in the property, to begin with, an equity of 10 per 
cent, which accumulates yearly as he pays further, and so he has a very live 
interest in trying to retain his property.

Mr. Bates: Quite. And this we try to point out to him, that he does 
have this equity.

Senator Wall: There are two questions I would like to ask. On page 1 
of your brief, Mr. Bates, and I do not want to document my remarks, but I have 
a strong belief that probably Government policy, the National Housing Act 
might well be changed to meet the problem of easier purchasing of existing 
housing. I would say I am convinced that a change is needed even though I 
recognize all the other things we are trying to do in order to meet the need 
of people with low incomes for owning homes. What problems would there 
be that would have to be watched for if there were such a change in the 
National Housing Act? What are the possible dangers?

Mr. Bates: It is difficult to point out the dangers, Senator Wall. After all, 
in the United States the F.H.A. finances existing housing as well as new hous
ing. I think you would need a very careful set of appraisal operations to
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make sure that you are not making too large a loan but I think the real 
problem is the tremendous volume of financing that would be required. I 
think you must appreciate that this field of used housing is now looked after 
by the insurance companies; they feel that this is an area in which they can 
do special business and they do it. It is true the maximum loan may only 
be 60 per cent of the value, but to have the federal Government involved in 
it, especially if you are going up to a 90 per cent loan, would require very 
heavy financial contributions. Now, it is true you may be repaid over the next 
twenty-five years but at this stage where people are living in used houses 
and find it difficult to sell, if we were to come along and offer a 90 per cent 
loan there would be a vast turnover for a period of time. People will be 
finding themselves with a few thousand dollars in hand that they had not 
expected, and these dollars might go into the purchase of automobiles and 
other things, they would not necessarily go into housing again. Until you are 
in a national position, and I think this has nothing to do with us in a corpora
tion, where there is a complete adequacy in the flow of mortgage funds those 
in Government would have to look pretty carefully as to the timing in making 
a move of this kind.

Senator Wall: Suppose I ask this naïve question: Private institutions 
will lend up to 60 per cent of the value of a used house. Suppose we felt 
that the national policy could raise that figure to 80 per cent and we would 
somehow guarantee the loan, would there be a danger in that kind of an 
idea that has not been forseen?

Mr. Bates: I understand, Mr. Chairman, you have not met with the 
Dominion mortgage people yet. I suggest that the ones to pursue that question 
with would be the Dominion Mortgage Investment group when it comes before 
the committee. They could speak with a great deal more freedom than I on 
that subject.

Senator Crerar: Mr. Bates, do you have any serious difficulty with 
collections?

Mr. Bates: No serious difficulty.
The Chairman: Any further questions?
Senator Smith (Queens-Shelburne) : Mr. Chairman, I would like to have 

a correction made in the record of the proceedings of July 3. At line 30 of 
page 114 I am reported to have said that the federal Government’s financing 
for the fiscal year was, “to the amount of $350 million”.

I should have said, and I thought I did say, $3J billion. I would ask 
that correction be made in the next printing of the proceedings of the 
committee.

The Chairman: May I extend the thanks of the committee to Mr. Beecroft 
and his associates, and to Mr. Bates for their fine presentation to the committee 
today.

Whereupon the committee adjourned until July 17, 1958.



y





1958

THE SENATE OF CANADA

*

PROCEEDINGS
OF THE

STANDING COMMITTEE ON

FINANCE
on the Report of Central Mortgage and Housing 

Corporation for the fiscal year ending 
December 31, 1957.

No. 6

THURSDAY, JULY 17, 1958

The Honourable C. G. Hawkins, Chairman

{ „ JUL 2ê 1958
V* £
'X>/V ~.j

WITNESSES

Mr. A. H. Lemmon, First Vice President, The Dominion Mortgage and 
Investments Association.

Mr. Jules E. Fortin, Secretary Treasurer, The Dominion Mortgage and 
Investments Association.

Mr. E. J. Friesen, Vice President, The Canadian Bankers’ Association.

APPENDIX A
Description of a household sewage disposal unit 

and an experimental foamed plastic hut.

EDMOND CLOUTIER. C.M.G., O.A., D.S.P.
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 

OTTAWA, 1958
60553-5—1



Extract from the Minutes of the Proceedings of the Senate Wednesday, 
June 11, 1958.

The Honourable Senator Aseltine moved, seconded by the Honourable 
Senator Quinn—

That the names of the Honourable Senators Brunt, Emerson and Thorvald- 
son be added to the list of Senators serving on the Standing Committee on 
Finance.

The question being put on the motion, it was—
Resolved in the affirmative.

J. F. MacNEILL, 
Clerk of the Senate.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate

Tuesday, May 20, 1958.
With leave of the Senate,
The Honourable Senator Aseltine moved, seconded by the Honourable 

Senator Pearson—
That the Report of Central Mortgage and Housing Corporation for the 

fiscal year ended the 31st of December, 1957, be referred to the Standing 
Committee on Finance for consideration and report.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, July 17th, 1958.

Pursuant to adjournment and notice the Standing Committee on Finance 
met this day at 10.30 a.m.

Present: The Honourable Senators: Horner, Deputy Chairman; Brunt, 
Burchill, Connolly (Ottawa West), Crerar, Haig, Isnor, Lambert, Smith 
(Queens-Shelburne), Taylor (Norfolk), Turgeon, White and Woodrow.—13.

In attendance: The official reporters of the Senate.
Consideration of the order of reference of May 20th, 1958, was resumed.
The following were heard and questioned by members of the Committee: —

Mr. A. H. Lemmon, First Vice President, The Dominion Mortgage & 
Investments Association.

Mr. Jules E. Fortin, Secretary Treasurer, The Dominion Mortgage & Invest
ments Association.

Mr. E. J. Friesen, Vice President, The Canadian Bankers’ Association.
A description of a household sewage disposal unit and an experimental 

foamed plastic hut, submitted by Mr. S. A. Gitterman, Adviser on House 
Construction, CMHC, was ordered to be printed as Appendix A to these pro
ceedings.

At 12.10 p.m. the Committee adjourned until Thursday next, July 24th 
instant, at 10.30 a.m.

Attest.
John A. Hinds,

Assistant Chief Clerk of Committees.
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THE SENATE

STANDING COMMITTEE ON FINANCE

Ottawa, Thursday, July 17, 1958.

EVIDENCE

The Standing Committee on Finance, to which was referred the report of 
the Central Mortgage and Housing Corporation for the fiscal year ended 31st 
December, 1957, met this day at 10.30 a.m.

Senator R. B. Horner in the chair.
The Acting Chairman: Will the meeting come to order please? Senator 

Hawkins, who is chairman of this committee is unable to be present this mor
ning owing to the death of his brother. I am sure he would have liked to be 
here this morning as we have some very fine briefs to be presented to us.

We will now call upon Mr. Lemmon to present the brief submitted by 
the Dominion Mortgage & Investments Association.

A. H. Lemmon, Vice-President, Canada Life Assurance Company, called.

Mr. Lemmon: Mr. Chairman and honourable senators, The Dominion 
Mortgage and Investments Association is pleased indeed to accept the invitation 
of your chairman to appear before it and to make available such information 
as may be useful to the committee.

I am here today in my capacity as first vice-president of the association. 
It had been the intention of the association’s president, Mr. O. B. Thornton, 
to be here but for reasons of health he is not here this morning.

With me are Mr. G. A. Golden, Superintendent of Mortgages, Sun Life 
Assurance Company; Mr. C. F. Mackenzie, General Manager, Canada Permanent 
Trust Company, and Mr. Jules Fortin, Secretary Treasurer of our association.

It will be the endeavour of these gentlemen and myself to answer whatever 
questions you may desire to ask. I shall now proceed with reading the associa
tion’s submission.

The association is a voluntary organization of 25 life insurance companies, 
15 trust companies, 1 savings bank and 7 loan companies. It was formed in 
1916 and since then has provided a focal point to discuss and deal with 
matters of common interest to those companies in regard to their investments. 
While it does not include all such companies in Canada, its membership rep
resents the major portion of the business in Canada. The association operates 
by way of making recommendations to member companies, each company 
being free to accept or reject them.

The members of the association do business throughout the whole of 
Canada. Exclusive of $4,722 million of estates, trusts and agency funds 
administered by member trust companies, the assets in Canada of member 
companies at the end of 1957 totalled $6,699 million, of which $3,009 million 
was invested in mortgages on real estate in Canada.
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These companies are a major source of long-term credit in Canada. They 
invest in the bonds and other securities of Canada, its provinces, its muni
cipalities and school districts. They finance public utilities, industrial and 
commercial enterprises in their long-term capital requirements. They provide 
a major part of the mortgage funds which assist in the construction and pur
chase of housing. At the end of 1957, of the total invested in mortgages on 
Canadian real estate by member companies, 84.59 per cent was on residential 
properties.

The funds that these companies have for investment as represented by 
their assets are entrusted to them by the public of Canada through the sale 
of life insurance, the deposit of moneys with loan and trust companies and 
the sale by these companies of their debentures and savings certificates. These 
funds must be invested in such a way that they can be returned in due course 
with interest to policyholders, depositors and holders of debentures and 
certificates. It follows that a policy of careful selection, continuing supervision 
and wide diversification must be pursued. In so doing these funds flow into 
those avenues of investment which from time to time afford the best income 
return within the factors of safety, liquidity and administration cost. The 
assets of the companies are not static. They are a dynamic, growing, revolving 
fund constantly being adapted to the economic needs of the community as 
investment and reinvestment takes place.

There is great competition for these funds. Canada, the provinces, 
municipalities, school districts, hospitals, public utilities, industrial and com
mercial enterprises, and the individual who wants housing, all have important 
and pressing requirements. All of the assets of member companies cannot be 
placed in any one type of investment, whether it be into bonds or debentures, 
mortgages in general or into housing mortgages in particular. Further, the 
financing of housing is not confined to the bare lot and house. It involves the 
financing of roads, sewers, watermains, light and power, schools, shopping 
facilities and the other amenities which have come to be looked upon as being 
necessary or desirable in community living as Canadians know it. Also trans
portation, commerce and industry have capital requirements which must be 
met if employment opportunities are to be available to enable the house 
purchasers to pay for their homes.

The provision of housing occupies an all important place in the investment 
transactions of member companies.

1. During the 11 years ending with 1957, member companies have 
approved mortgage loans on real estate in Canada involving $4,842 
million that is excluding the government’s share of joint loans under 
the National Housing Act, 1944 and “agency” loans under the 1954 Act. 
Loans for housing accounted for $3,928 million or 81.1 per cent and 
assisted in the financing of 776 thousand new and existing housing units.

2. During the same 11 years, the assets in Canada of these companies, 
exclusive of estates, trusts and agencies administered by trust companies, 
have increased by $3,742 million. Thus the mortgage loans on property 
in Canada approved by the companies were $1,100 million greater than 
the increase in their Canadian assets. If repayments on and sales of mort
gage loans of $1,955 million during this period are added to the increase 
in assets, then mortgage loans approved were 84.9 per cent of this total 
and those for housing purposes were 68.9 per cent.
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The experience of the last few years by the member companies of the 
Association is as follows:

Gross Mortgage 
Loans Approvals—

1957 1956 1955 1954
($ millions)

1953

New Housing . . . . .. 286 435 476 399 280
Existing Housing .. .. 119 134 139 103 85

All Housing .............. . . 405 569 615 502 365
All Properties ......... . . 497 694 742 606 440

Average Gross Loan—
New Single House $10,560 

$ 5,140
$10,613 

in 1948.
$9,835 $9,042 $7,990

During the Second World War member companies used the bulk of the 
moneys coming into their hands to help finance Canada’s war effort. By the 
end of the War, Canada bonds formed a large part of the assets of these com
panies. In the reconstitution of their growing portfolios to recover the balanced 
diversification of assets which management and experience have indicated as 
desirable, holdings of Canada bonds by the companies have been reduced sub
stantially and other kinds of assets have been increased, notably mortgage 
loans. This reduction in holdings of Canada bonds made possible in considerable 
part the relatively high volume of mortgage lending by the companies in the 
post-war period. This source of funds has almost disappeared as most companies 
have probably reduced such holdings to the minimum considered desirable by 
them.

The lessened mortgage activity of the last two years, particularly that of 
1957, is a reflection of the very high level of demand for other types of credit, 
and the consequent relative attractiveness of other types of investment, com
bined with the large proportion of their assets already held in their portfolios 
of mortgages by member companies. At the end of 1957, member loan com
panies held 78.9 per cent of their total assets in mortgages on real estate in 
Canada, member trust companies 36 per cent and member Canadian life 
insurance companies 42.8 per cent of their assets in Canada. For the first 5 
months of 1958, in consequence of the change in the general level of interest 
rates and of the changed pattern of demand for credit, the gross mortgage 
loan approvals of all types by member companies show an increase of 38 per 
cent over those of the same period of 1957, those for housing showing an 
increase of 33 per cent.

The volume of funds of member companies seeking investment in the 
mortgage field is governed by many complex factors. In a general way, it 
can be said that it is something of the order of the reinvestment of mortgage 
principal repayments plus the portion of its net increase in assets which each 
company considers to be desirable in its own case to give effect to its own 
liquidity and diversification requirements in relation to the nature of its 
liabilities.

Commencing with the enactment of the Dominion Housing Act in 1935, 
Parliament, for both economic and social reasons, has moved in many direc
tions to facilitate the provision of mortgage credit for housing, to improve 
standards of construction and to widen the area of effective demand by 
increasing the amount of the loan and by extending the period of amortization. 
In so doing, however, it has created for the lender risks additional to those 
recognized as being ordinary by legislation generally in effect in Canada
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which sets the statutory limit of mortgage loans which the companies are 
authorized to make at a maximum of 60 per cent of appraised value. The 
companies were authorized to make higher ratio loans, originally jointly 
with the Government and, subsequently with Central Mortgage and Housing 
Corporation, and the additional risks were met by the partial guarantee provi
sions of the Dominion Housing Act and those of the National Housing Act, 
1944. Beginning with 1954, these additional risks were partially met by the 
insurance feature of the Act of that year. To the extent of the funds available 
to them and in keeping with the principles already set out previously herein, 
the companies have cooperated fully in meeting the demand for housing 
mortgage credit.

Apart from loans under the National Housing Acts, the companies make 
mortgage loans on residential property to the maximum extent of 60 per 
cent of the value at which such property is appraised by the companies, such 
appraised value being generally less than sale price, at rates presently ranging 
from 6.75 per cent to 7.25 per cent with termination dates as short as 5 years. 
There is strong demand for such loans and they are granted by the companies 
in the ordinary course of business, and, having regard to risk and costs of 
administration, they fit in with the pattern of interest rates current in Canada.

Member companies have co-operated fully in the operations of the 
Dominion and National Housing Acts. They have done so notwithstanding 
that successive liberalization of the amount of loan has added to the risk. 
Member companies have no mandate to accept a rate of interest lower than 
the going rate from time to time, having regard to safety, liquidity and 
administrative costs. It will be appreciated that it costs much more to acquire 
and administer a portfolio of mortgage investments than it does a similar 
amount invested in securities. The attractiveness of insured mortgage loans 
under the present National Housing Act is closely dependant upon the adequacy 
of the insurance factor related to the risk and upon the adequacy 
of the net interest return in competition with the rates of return on alterna
tive avenues of investment. For most of the year 1957 the return on N.H.A. 
mortgages was not competitive and the companies placed more of the funds 
they had available in alternative types of investment. So far this year and for 
the time being, the present 6 per cent gross return on N.H.A. loans, while not 
fully competitive, is more in keeping with rates of return obtainable in the 
money markets for comparable alternative types of security and N.H.A. loans 
by the companies have risen substantially.

To the end of May this year, housing starts have been considerably higher 
than for the same period of 1957, being some 60 per cent higher and at the 
end of May there were some 76,271 units under construction in Canada 
compared with some 60,594 units at the same time in 1957. In the experience of 
member companies, housing units under construction have been generally 
readily absorbed as they came to market so far this year. The large volume 
coming to market in the next two months or so gives rise to doubts that all 
units can be absorbed all at once in some localities and the companies are 
following a cautious approach in granting loan approvals where these doubts 
arise.

We are at your disposal to answer any questions within our ability.
The Acting Chairman: This is a very fine brief. I should like to say to 

you gentlemen who have appeared to give evidence this morning that it is 
unfortunate there are two other important committees of the Senate sitting 
this morning, the Standing Committee on Transport and Communications and 
the Special Committee on Land Use in Canada. I am sure that a great many 
of the senators serving on those committees would like to be here to take part 
in our deliberations. What is your wish, honourable senators? Do you wish 
to ask some questions now of Mr. Lemmon?
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Senator Brunt: I would like to ask Mr. Lemmon what is meant in the 
brief by the last sentence on page 5 which reads, “Beginning with 1954 these 
additional risks were partially met by the insurance feature of the act of that 
year.” I would like to know exactly what is meant by that.

Mr. Lemmon: I think Mr. Bates covered that reasonably well in his brief. 
There are three main areas of potential loss to lenders under the National 
Housing Act. In the first place, only 98 per cent of the principal claim is 
covered by the insurance policy. Secondly, there is a potential loss of interest 
since interest is allowed at the mortgage rate for only six months and then 
at a considerably reduced rate thereafter, and after 18 months there is no 
allowance. Thirdly, the allowance for foreclosure costs and other legal expenses 
is not realistic. On the average it would not cover half of the out-of-pocket 
legal expenses in the event of foreclosure. Therefore, an institution which 
forecloses the property and turns it over to C.M.H.C., has three potential areas 
of loss involved if it wishes to realize on a policy guarantee.

Senator Brunt: Mr. Bates also told the committee they had only six 
or seven foreclosures, and that they made a profit on them all. Does no part 
of the profit go back to the lender to reimburse him for his losses?

Mr. Lemmon: None whatever. It becomes part of the reserve fund of 
Central Mortgage and Housing Corporation to cover future losses. We make no 
recovery of these amounts.

Senator Lambert: I thought Mr. Bates said there was something like 400 
foreclosures in the history of Central Mortgage, up to date. I may be wrong 
but certainly it was more than six or seven.

Senator Smith (Queens-Shelburne) : I think Senator Brunt’s figures related 
to insured loans only.

Senator Brunt: Yes.
Mr. Fortin: May I add that if it takes three years to obtain title with 

possession, the lender recovers from the insurance fund approximately 88 per 
cent of his claim, so that there is an 11 per cent plus loss to the lender. On 
the other hand, if title and possession can be obtained within six months and 
foreclosure is started the minute the borrower defaults then the loss is 2 per 
cent on the principal plus whatever is lost on legal costs. It depends on the 
length of time.

Senator Crerar: Well, I would say this: You make quite a lot of loans 
through the Dominion Mortgage and Investments Association of one kind or 
another. I suppose you are making some direct loans from time to time without 
any insurance?

Mr. Lemmon: A good many, sir.
Senator Crerar: And you make a good many insured loans?
Mr. Lemmon: Yes.
Senator Crerar: And that has been going on for quite a number of years?
Mr. Lemmon: In the case of our company for over one hundred years.
Senator Crerar: That is what I thought. How have your collections been 

on these loans over the last, say, two years?
Mr. Lemmon: Remarkably good, sir. The percentage of delinquencies and 

defaults throughout our member companies have been uniformly low. I do not 
know if Mr. Fortin can contribute anything to that or not?

Mr. Fortin: I would say it is so small that you cannot express it into 
percentage.

Senator Crerar: Five per cent?
Mr. Fortin: No, less than one per cent.
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Senator Crerar: Then would you agree that the serious recession and 
unemployment talk we hear so much about has not affected the repayment of 
money on these houses?

Mr. Lemmon: That is quite true up to this date.
Senator Lambert: At the conclusion of your brief you express some doubt 

about the future.
Mr. Lemmon: The last paragraph refers not to the doubts on mortgages. 

We are considering the problem of whether there are too many houses being 
built in any one community.

Senator Lambert: Yes, that is the last sentence.
Mr. Lemmon: Yes, it is not a question of security of the mortgages, but 

just watching the market in individual communities across the country.
Senator Lambert: It might affect the demand for mortgages?
Mr. Lemmon: It might.
Senator Lambert: In other words, there is a question whether the house 

situation is not being overbuilt?
Mr. Lemmon: That is correct, sir.
Senator Brunt: In certain areas.
Mr. Lemmon: That is right; it is not uniform.
Senator Turgeon: Any particular provinces?
Mr. Lemmon: No, I wouldn’t like to stress a province-wide situation be

cause it varies from community to community.
Senator Haig: There is no shortage except in this respect, that a crop 

failure in a district will affect the situation under any kind of condition?
Mr. Lemmon: That is quite right, sir.
Senator Haig: We in the western provinces, for instance, are having some 

difficulty with this year’s crop, which naturally will not be a normal crop. I 
think there would be some shortages in that part of the country, but that would 
only be on account of crop conditions. No other condition would affect that 
as yet?

Mr. Lemmon: Mr. Fortin just called to my attention that the situation 
varies from community to community with respect to the price range of the 
houses. I mean, there may be an over-supply of $25,000 houses and a shortage 
of $10,000 houses, and vice versa; it is quite a varying condition.

Senator Haig: That is for you to decide whether to lend your money?
Mr. Lemmon: That is what I mean by the last paragraph.
Senator Smith (Queens-Shelburne): You refer to the fact that you lend 

under the ordinary legislation up to 60 per cent of the face value. Does that 
have to do with used houses—old houses?

Mr. Lemmon: Both old and new.
Senator Smith: I was wondering in connection with that kind of lending 

under ordinary legislation whether very much of your mortgage business is 
done on new houses where the appraised value is only 60 per cent?

Mr. Lemmon: Speaking for the association as a whole, it obviously varies 
from company to company. Some companies tend to make a specialty of 
lending on older houses, while some companies will not lend on old houses 
at all. I am sorry I cannot quote the figure of percentage on old and new 
houses, but there is a substantial amount of both.

Senator Smith: I was wondering whether there was a substantial number 
of people building new houses today who would borrow money from your 
companies and pay from 6.75 per cent to 7£ per cent on a shorter term mortgage.
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I was wondering if a large percentage of new home owners are building homes 
under that technique?

Mr. Lemmon: Again, I think Mr. Bates covered that in his brief. Up to 
a certain price bracket—I think he mentioned $16,000 to $17,000. A very 
high percentage of the houses, up to perhaps 90 per cent, are financed under 
the National Housing Act. Houses over that figure would be, I mean, entirely 
financed under the 60 per cent plan.

The Acting Chairman: Mr. Bates mentioned something about a home 
builder who would do a good deal of the work himself.

Mr. Lemmon: Even some of those are financed under the Housing Act. 
The price bracket is the more important break.

Senator Isnor: I think Mr. Bates gave a figure of $16,220. Mr. Lemmon, 
on page 5 you refer to the 60 per cent appraised value as being general.

Mr. Lemmon: That is specified by law.
Senator Isnor: Prior to 1935, the year of the Dominion Housing Act, it 

was a higher rate, 70 per cent, was it not?
Mr. Lemmon: No. As far as the life companies are concerned the 60 

per cent ratio has been in existence for many many years. I have been in the 
business for 30 years, and it goes back prior to that.

Senator Isnor: You say that since the invasion of your field by the Central 
Mortgage and Housing Corporation under the provisions of the National Hous
ing Act you have not felt obliged to increase that 60 per cent ratio?

Mr. Lemmon: The law has not permitted us to go beyond 60 per cent. 
The Insurance Companies Act and the Trust Companies Act and the Loan 
Companies Act limit us to 60 per cent of the appraised value. It is not our 
choice, it is the legal requirement.

Senator Isnor: Would you care to give us your opinion, apart from the 
law, as to whether it would be advisable under present conditions to increase 
that 60 per cent ratio?

Mr. Lemmon: Mr. Chairman, I would not like to make a general statement 
on that. I think I would like to let it go at that. It is not a question that has 
been discussed among our member companies particularly at all. I would 
not like to make a general statement on that question.

Senator Isnor: May I be permitted to change my question around a 
little, Mr. Chairman, and ask Mr. Lemmon the question is this way. Lending 
of course is your field. Would it increase your business if you were permitted 
to increase that percentage?

Mr. Lemmon: Would it increase our business if we were permitted? I 
think we are lending about all we can on mortgages at the present time.

Senator Isnor: All you care to.
Mr. Lemmon: It is a matter of policy. All our companies think desirable. 

I will say this, that generally speaking the limits in the United States are 
66§ per cent, not 60 per cent, and in some states it is 70, and even as high as 75. 
So 60 per cent tends to be on the low side of practice on this continent.

Senator Isnor: Now you are coming more to my way of thinking.
Then you feel that the United States is more generous in regard to mort

gage lending than we are in Canada?
Mr. Lemmon: The legislative requirements in the United States are 

more generous than the legislative limitations in Canada.



154 STANDING COMMITTEE

Senator Isnor: Then I think it is quite safe for me to say that 70 per 
cent would help to make possible the building of more housing of the type 
that is required, it would tend to increase loans.

Mr. Lemmon: I do not think I can accept that, Mr. Chairman. I think 
that our member companies are approaching the limit of the percentage of 
their assets that they would desire to put into mortgages and I do not know 
that the lifting of the limit from 60 per cent to 70 per cent would increase 
the number of loans. I do not think that is a safe assumption.

Senator Lambert: Am I right in assuming that the investments of the 
loan companies today in mortgages increased over the percentage of invest
ments in securities and so on?

Mr. Lemmon: Drastically, Senator Lambert.
Senator Lambert: The income of insurance companies from mortgages, 

for instance, has increased a great deal more in the last two or three years 
than the income from investments in bonds and stocks?

Mr. Lemmon: I am not sure of the Senator’s meaning. Do you mean 
the interest return?

Senator Lambert: No, I mean the percentage of investments in their 
portfolios.

Mr. Lemmon: Definitely, Senator Lambert. The life insurance companies 
particularly came out of the war, as I said in my brief, with a very high 
percentage of their assets in Government bonds, and a very low percentage in 
mortgages. Now we have come to the percentage mentioned in our brief.

Senator Lambert: I would go further and say the returns from those 
mortgages have been more profitable than from any other source of invest
ment they make.

Mr. Lemmon: Generally speaking, mortgages yield gross much more 
than securities do. There is an expense factor involved of course, but I would 
say, generally speaking, the net return is perhaps more attractive in securities, 
and that is why we have increased our percentage.

Senator Lambert: The annual reports of the companies do show that.
Senator Crerar: As you will admit, Mr. Lemmon, we are building a lot 

of houses. Do you have any idea as to whether we may be building too many 
houses or not? Has that had any consideration among your association 
members?

Mr. Lemmon: I would like to answer that this way, Senator Crerar, if 
I might. Our member companies, as I indicate in the last paragraph of our 
brief, are watching the market for housing very closely community by com
munity, and if it appears to us that more houses are being built in a community 
than are being readily sold then we reduce our loans in that community. 
On the other hand, if the houses are being absorbed readily by the market 
then we do not. As I also say in the brief, so far our experience has been 
that houses are being readily taken up by the market. How long it will 
continue I would not like to say.

Senator Crerar: One other question. The primary job of the committee 
now is to consider the annual report of the Central Mortgage and Housing 
Corporation. Might I inquire how your relationships are with the C.M.H.C. 
Do you get along amicably with them?

Mr. Lemmon: Generally we get along very amicably with them. As is 
the case in a business relationship of that nature there are differences of 
opinion which are sometimes argued with some heat involved, but, gen
erally speaking, the relationships between our member companies and the 
C.M.H.C. have been excellent.
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Senator Crerar: You feel that they hold their own end of it up pretty 
well?

Mr. Lemmon: We sometimes think they might even go further than that. 
In discussions with our group they certainly hold up their end very well.

Senator Smith {Queens-Shelburne) : Have you had any disagreement to 
any extent in connection with the appraising of housing as between your 
appraisers and the appraisers of C.M.H.C.?

Mr. Lemmon: Certainly, that is inevitable. Two appraisers will not look 
at the same property in the same light.

Senator Smith (Queens-Shelburne) : Is it a problem to you to the extent 
that you would find it difficult to lend money to a young man who wants to 
build a home arising out of the fact that the appraisal of the C.M.H.C. may 
be $1,000 less than the appraisal made by any of your companies?

Mr. Lemmon: As I say, there is a difference of opinion between our ap
praisers and their appraisers. Sometimes our appraisals are less than theirs 
and sometimes higher. Sometimes there is a little local feeling that one office 
may be a little rougher on a certain type of house than they might and we 
get complaints from our managers about them. On the other hand, in another 
area we have examples of the C.M.H.C. going beyond what we are prepared 
to do. The problem is local, minor, and not a major problem. It is the sort 
of disagreement between two appraisers, each having their own ideas of value.

Senator Smith (Queens-Shelburne): Thank you.
Senator Crerar: You would find the same problems outside the C.M.H.C.?
Mr. Lemmon: Certainly. Our member companies themselves do not agree 

on the appraisals of properties.
Senator Crerar: Would you care to give us an opinion or your judgment 

of the likely trend of interest rates on loans on this character?
Mr. Lemmon: That is an awfully difficult question to answer, Mr. Chairman. 

I do not think I can answer it. Certainly since last fall interest rates generally 
have come down, not only in Canada and in the United States, but in the sterling 
and other areas.

I am not trying to dodge the question, but literally I feel the answer 
depends on business conditions. If recovery sets in soon, which most of us 
hope and expect will happen, the demand for money will be stepped up again, 
and may very well firm up interest rates. On the other hand, if business con
ditions do not recover, contrary to our expectations, the reverse may happen. 
I am sorry I cannot be more definite.

Senator Smith (Queens-Shelburne) : Has not the increase in interest rates 
already happened, with regard to the recent re-financing?

Mr. Lemmon: I was hoping nobody would bring that question up.
Senator Smith (Queens-Shelburne): It seems obvious to me—perhaps it 

is not so obvious.
Mr. Lemmon: Certainly interest rates on Dominion of Canada bonds have 

been increased as a result of the operation of the past week. What effect that 
will have on mortgage rates, I do not think anybody at this stage can say. 
I do not think I can go beyond that. Certainly, the rates on Dominion 
of Canada bonds have gone up. Mortgage rates move much more slowly, and 
do not fluctuate as widely. I think one would have to wait some months to 
see what the effect is going to be on mortgage rates.

Senator Crerar: If interest rates rose above the present level of high 
grade bonds, say by three-quarters of 1 per cent, do you think that would be 
a factor in attracting outside money—when I say outside money, I mean money 
from outside the country—foreign investment in Canada?
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Mr. Lemmon: I don’t think there is any doubt about it, that more attractive 
interest rates would attract more money.

Senator Crerar: Apparently there is capital either in the United States 
or Europe that might be interested in investment in Canada.

Mr. Lemmon: That is quite possible.
Senator Isnor: Mr. Lemmon, would you care to expand on your statement 

in regard to the holdings of your company:
In the reconstitution of their growing portfolio to recover the 

balanced diversification of assets which management and experience 
have indicated as desirable, holdings of Canada bonds by the com
panies have been reduced substantially and other kinds of assets have 
been increased, notably mortgage loans.

Would you care to enlarge on the reasoning back of that statement?
Mr. Lemmon: I think I have covered it to some extent, Mr. Chairman,. 

During the Second World War the companies put all of their income into 
Dominion of Canada bonds until they had a very high percentage of their 
assets in those securities. That is not a normal state of affairs: They do not 
normally have that percentage of their assets in Dominion of Canada bonds. 
That is, the various life insurance companies, loan companies, and trust com
panies that accept deposits have different requirements, but almost uniformally 
they had more Dominion Bonds than they would normally hold, and it took 
them some years to correct the proportions, to decrease their holding of 
Dominion Bonds and increase municipals, corporate lands, and mortgages, and 
effect a more normal distribution.

Senator Isnor: That was brought about by the entry of certain interests 
into the field of lending.

Mr. Lemmon: No sir. The Companies started to do this immediately 
after the Second World War; as soon as the war was over they started to re
arrange their portfolios.

Senator Isnor: The war was not over until 1945 or 1946.
Mr. Lemmon: It was really 1946; the last Victory Loan was in that year.
Senator Isnor: The Dominion Housing started its building in 1935, and 

later on its action was accelerated. It was then that you felt it was necessary 
to enter into the field of mortgage lending.

Mr. Lemmon: No, our companies have been in the mortgage business 
pretty nearly since they were incorporated; my own company has been in 
that over 100 years. The Companies have always held a substantial portion 
of their assets in mortgages. They got into a temporary situation during both 
wars, but whether C.M.H.C. was in the field or not, they still would have 
gone back into the mortgage business to a very substantial extent.

Senator Isnor: Thank you.
Senator Smith (Queens-Shelburne) : Do you expect that within the next 

year, and following years, if we must have deficit financing in Government 
that there will be enough mortgage money available to continue building 
houses at the present rate, which I understand is about 140,000 to 150,000 
houses per year? In other words, is Government financing going to dry up the 
source for mortgage funds.

Mr. Lemmon: To the extent of course that our institutions are required to, 
or desire to, support Government financing, and Government loans, it will 
divert funds from other sources of investment. If we expand further in one 
place, we do not have the funds for another place.

As to whether there will be enough money through the normal lending 
institutions channel for financing a volume of 140,000 to 150,000 starts, depends



FINANCE 157

on a number of factors. It depends on the extent to which our good friends 
the Chartered Banks go into the mortgage business; it depends on the point, as 
raised by Senator Crerar, as to how much money comes in from other 
countries to go into mortgage business in Canada. If it was left purely to our 
member companies there would not be enough money, and some money would 
have to come from other sources.

Senator Isnor: The basic reason would be the prosperity of the country.
Mr. Lemmon: That is right.
Senator Isnor: Or the reverse.
Mr. Lemmon: When the demand for money exceeds the supply then 

something has to give.
The Acting Chairman : But there is a continual return of payments.
Mr. Lemmon: Yes, Mr. Chairman. I have allowed for those. As I pointed 

out in the brief, we have invested all of those repayments in mortgages. We 
invested a substantial percentage of our income and assets in mortgages, but 
if it were left to our member companies without outside sources of mortgage 
funds, there would not be enough for 140,000 or 150,000 starts a year.

The Acting Chairman: To refer to what Senator Smith has said about 
Government financing, as I understand it from your companies, you believe, 
this will eventually make for stability of interest rates by placing these on 
a long-term basis.

Senator Smith (Queens-Shelburne) : I was not referring to this scheme 
that is now being started; rather, I was referring to deficit financing of all 
Governments in these times. What I mean is, they have to get new money, 
and the demand for new money is going to be pretty heavy, so I am given 
to understand.

Senator Haig: The rate of interest will take care of that; people will 
take their money out of other investments and put it where the income return 
is best. These companies here do exactly that, no more and no less.

Senator Smith (Queens-Shelburne) : What you are saying is in your 
opinion the interest rates will rise?

Senator Haig: I think, if you are right in what you say, the interest rates 
will rise; if we have a good crop and there is an increase in world trade, if 
the United States gets back on her feet, and Britain and Europe are able to 
get out of this war hysteria, then there will be money for business distribution 
and we will be in the market. We have not been able to sell our wheat, oats 
or barley; we have been tied up. Once the market is moving again, then money 
will come in as it did before. In the meantime, we have to decide to do, as 
Mr. Lemmon has quite properly said. We may have to take care of 140,000 
housing starts next year and each year in order to keep people in that line 
of business employed. There is nothing as good for employment as house 
building; it takes care of more diversified industry than any other operation. 
It gives assistance to many different types of occupation. I speak with some 
knowledge, for I was in the building business for ten years. I know about it. 
We built a tremendous number of houses in Winnipeg and we had no trouble 
at the start in getting money. Any of the loan companies would lend us money, 
but towards 1930 when the world started to feel the pinch our sources of 
lending money started to diminish. Valuations were down and the amount 
of money available for lending on housing was reduced to a minimum, with 
the result that we had to put up more of our own money to finance operations. 
Finally, by 1929, my partner and I decided that we could not carry on this 
kind of building business any longer and we decided to quit. I think the 
same thing applies here. I am in favour of the present policy of definite 
financing to a certain degree, but I say that there may come a day when we
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have to reverse our thinking. It may be beyond our means and I think that 
is the situation we face.

I wanted to ask Mr. Lemmon one question. You do not have to answer 
this question unless you want to, but in dealing with the National Housing 
Act does your Association feel that it is the same thing as dealing with outside 
companies? In other words, do you have your differences of opinion when you 
think they are wrong and you are right and perhaps later you find you were 
wrong and you act accordingly? Does the same thing apply to the Central 
Housing and Mortgage Corporation as applies to companies generally?

Mr. Lemmon: Pretty much, sir. I give them full credit. They are men 
who are trying to do a job, and I think they are trying earnestly to do a good 
job. Sometimes we do not see eye to eye on certain things, as you suggest, 
but we get along. Sometimes some of our confrères in other companies have 
their differences, but we manage. I think you stated it very well, sir.

Senator Haig: Thank you.
Senator Isnor: Yesterday our Banking and Commerce Committee gave 

consideration to bills to amend the Trust Companies Act and the Loan Com
panies Act. It came out during the evidence that an association of trust com
panies had made application to the Government, through the Superintendent 
of Insurance, for an increase in borrowing power from 10 to 12 J times paid 
up capital and reserves. Did your association ever consider making a request 
that the 60 per cent be increased?

Mr. Lemmon: Our association, as I pointed out in the brief, is made up 
of four different types of institutions. There are life insurance companies, trust 
companies, loan companies and a savings bank. Each of them operates under 
a separate act and each of them deals with its own act outside of our associa
tion. Our association does not make a presentation on their behalf in connection 
with, for instance, a revision of the Life Insurance Company Act. The life 
insurance companies act for themselves, and the trust companies act for 
themselves in respect to their legislation, and so on. It is on the record, sir, 
that at the last revision of the Insurance Act a suggestion was made to the 
Superintendent of Insurance that the 60 per cent ratio be raised to 66§ per 
cent for the purposes of life insurance companies. The Government did not 
see fit to grant that request.

Senator Isnor: Did the Government make any compromise at all?
Mr. Lemmon: None, sir.
Senator isnor: Then you did make application for an increase to 66§ 

per cent?
Mr. Lemmon: Yes.
Senator Isnor: I just wanted to get that on the record.
Senator Turgeon: How long ago was that?
Mr. Lemmon: I believe it was in 1950, when the last major revision of 

the Insurance Act was made.
The Acting Chairman: If that is all the questions, we thank you very 

much, Mr. Lemmon. You have presented a very fine brief.
We will now hear from Mr. E. J. Friesen, Vice-President of the Canadian 

Bankers’ Association.
Mr. E. J. Friesen, General Manager of the Imperial Bank of Canada and 

Vice-President, The Canadian Bankers’ Association:
Mr. Chairman, I would like, on behalf of The Canadian Bankers’ Associa

tion, to express appreciation for the invitation to appear before this Committee. 
I trust that what we are able to contribute will be of some service in the
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examination of matters affecting housing which the Senate of Canada has 
undertaken.

I am pleased to have with me Mr. S. A. Shepherd, Manager, Mortgage 
Department, Bank of Montreal, and Chairman of the Mortgage Loan Committee 
of the Canadian Bankers’ Association, and also Mr. H. L. Robson, Assistant 
Secretary-Treasurer of The Canadian Bankers’ Association.

Relations with C.M.H.C.:
Mr. Stewart Bates, President of C.M.H.C., made an excellent statement 

to this Committee early in June which must have provided a solid background 
for the later proceedings. Certainly it has rendered this presentation much 
simpler, in permitting omission of a large amount of detail which otherwise 
would have been necessary and which now would be mere duplication. This 
statement will not, as a consequence, be a lengthy one. It would be appropriate 
also to remark here that since the chartered banks entered the mortgage lending 
field in March, 1954, their relations with C.M.H.C. and its officers have been 
of the very best. The happy atmosphere which has existed, even through 
changes in personnel, can have facilitated in no small degree what may 
justifiably be regarded as a smooth and satisfactory performance by the 
chartered banks in a completely new sphere of operations for them.

Performance, 1954-1958:
At this point it would no doubt be helpful to give some details of what 

has been accomplished by the chartered banks in providing mortgage funds 
so essential to a large segment of Canada’s housing programme. Since March 
1954, the banks have made mortgage loan commitments of over $900 million, 
a very substantial sum. When Parliament passed the National Housing Act in 
1954, the chartered banks expressed their intention to co-operate fully and 
they expedited their entry into the field just as rapidly as the greatly-detailed 
and complex arrangements could be made. The $900 million figure speaks 
for itself.

Breaking this participation in mortgage lending down into years and 
housing units, the following picture is presented of approvals by C.M.H.C. of 
applications received through the banks: —

Period Family Dwelling Units
1954 (from end March) .................................................... 16,909
1955 ............................................................................................ 34,457
1956 ............................................................................................ 15,896
1957 ............................................................................................ 15,695
1958 (to 20th June—“undertakings” requested) .. 12,228

These figures cover use of the banks’ own funds only and do not include the 
Government “Agency Loan” programme.

It is worthy of mention that these loan approvals have been made through
out Canada, in small places as well as large, thus accomplishing one of 
Parliament’s main purposes in bringing the chartered banks within the scope 
of the National Housing Act as mortgage lenders.

Farm housing has been little financed under the National Housing Act, 
but it may be of interest to note that 18.5% of new housing in rural areas in 
1956, the latest year for which information is available, was built with the 
assistance of the banks under the Farm Improvement Loans Act.

It may be asked why there was such a bulge in the figure for 1955. One 
reason for this, and there would be others, was the desire by the banks to 
establish quickly a portfolio of mortgage loans of some size in order to meet
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the basic costs of operating a mortgage lending business—it is an accepted fact 
that such costs are likely to be disproportionate until a substantial volume of 
loans has been built up. It was, of course, not until 1955 that the mortgage 
lending operations could be expected to be in full and efficient swing in the 
banks as a whole, although the performance in 1954 was indicative of active 
response to the challenge. The decline in the years after 1955 can perhaps be 
regarded as settlement to a normal level, if one may use the term after only 
four years of experience. What the banks will be able to do normally over the 
course of years in their special position is difficult to forecast.

Mortgage Principal Repayments:
N.H.A. mortgages drawn for 25 years and payable in equal monthly instal

ments over the term have only a small part of the principal repaid during the 
first five years of the term. The percentage of the principal of a loan (paid 
in the manner stipulated in the mortgage) that is repaid each year of the first
five, is as follows: —

During the first year ............................................................ 1.8%
During the second year ........................................................ 1.9%
During the third year ............................................................ 2.0%
During the period of the fourth and fifth years.........  4.5%

so that after five years only 10.2% of the principal loaned has been repaid. 
After ten years 24.8% will be repaid and 42.2% after fifteen years. It requires 
payments to be made regularly for between 16 and 17 years to obtain repay
ment of 50% of the capital loaned. As already stated, the above figures are 
on the basis of repayment in accordance with the mortgage.

This illustrates that it will be some years before sufficient capital will be 
repaid to the banks, annually, to provide an amount that can be re-loaned 
equalling the average annual N.H.A. loans made by the banks since entering 
the mortage lending field.

The banks are not in the position of the mortgage lenders who have been 
operating for many years and are now in the fortunate position of having a 
substantial flow of repaid capital coming in which is available for reinvestment 
in new loans—sufficient to maintain, if desired, a steady programme of new 
loan approvals from year to year without drawing on new funds.

Market for Mortgage Loans:
One aid to continued participation in new mortgage loan approvals is sales 

out of portfolio to other investors, or perhaps the making of new loan com
mitments specifically on behalf of other investors, which has the same result. 
To the end of 1957 the banks had recorded with C.M.H.C. the sale of 
mortgages' totalling $89 million. This total has now possibly reached $100 
million. Most of these sales have been made to corporate pension funds, and 
slow but steady progress is being made in developing that market, which is 
a most logical one. It is possible that this source of funds will grow as pension 
fund trustees become accustomed to mortgage loans as an investment medium.

Other methods of marketing have been under study but not yet has a 
plan been developed that does not present some serious difficulties. Large 
foreign investors, while interested in the interest rate, are deterred by the 
exchange risk and the reduction in actual yield resulting from the non-resident 
withholding tax of 15% of the interest.

Agency Loan Programme:
A few words should be said about the banks’ participation in the “Agency 

Loan” programme. As the Committee knows, this was an arrangement whereby 
the approved lenders were called upon to assist C.M.H.C. in bolstering the
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number of housing starts in a hurry by accepting and dealing with applications 
for N.H.A. insured mortgage loans in the same way as for their own N.H.A. 
loans, but using C.M.H.C. (Government) money instead. These were a varia
tion on C.M.H.C. direct loans, as authorized by Section 40 of the Act. Mr. 
Stewart Bates mentioned this type of loan in his statement, but here it is 
merely wished to emphasize that by using the facilities of the approved lenders 
a volume job was completed in short order. The chartered banks co-operated 
fully and were of material and important assistance due to their coast to coast 
branch system.

Interest Rate:

A point of importance, affecting all lenders—and development of a second
ary market—is the question of the maximum interest rate set under the Act. 
The present rate of 6% which is within the maximum permitted at time of 
fixing by the formula of 2\% over the rate for long term Canada bonds', has 
been competitive with other interest rates and in 1958 has been drawing out 
a good volume of funds for N.H.A. mortgage loans. It is essential, if in a free 
investment market N.H.A. mortgages are to continue to compete successfully 
for funds, that the interest rate be maintained at a proper level. For example, 
secondary market investors' such as the pension funds already mentioned, will 
not augment the supply of mortgage funds by purchasing N.H.A. mortgage 
loans if the yield is not competive with that for other investments. A lesson 
can be learned from the United States where, under the government-sponsored 
housing programmes, Federal Housing Administration and Veterans’ Admin
istration, efforts to hold the maximum permitted interest rates down resulted 
in a drying-up of funds, even when circumventions in the form of “discounts” 
from mortgage amounts, in some instances officially recognized and authorized, 
were applied to raise the effective rates to the lender. In other words, the job 
cannot be done by setting unrealistic returns for housing money. Fortunately, 
this fact appears to be well-recognized by the authorities in Canada.

Home Improvement Loans:
In the same field of adequate shelter is the problem of maintenance, impro

vement and expansion of existing housing. Part IV of the National Housing Act 
provides for what are known as Home Improvement Loans, made by lenders 
with Government guarantee (up to 5% of total loans made) for which a fee 
is paid by the borrower. The justification for the guarantee is that these loans 
are made for longer terms than under ordinary bank credit, as long as 10 
years, and in some instances without security of any kind other than signature 
and endorsement of husband or wife. Home Improvement Loan provisions of 
the Act went into full effect in February 1955, when it was felt that the 
influence of the National Housing Act on the housing construction resources 
of the country no longer needed to be concentrated on new housing.

The banks have urged the public to make full use of the Home Improve
ment Loan facilities in the Act, and on several occasions when the authorities 
asked for special attention in that direction, particularly to encourage work 
opportunities during normally slack construction months in Winter, response 
was readily forthcoming in additional advertising. Home Improvement Loans 
have, in fact, been given a good idea of special advertising treatment. In addition, 
campaigns by manufacturers, contractors, and others, have received the co-
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operation of the banks. The following statistics of performance may be of in
terest:—

Year No. of Loans
1955 ............................................................. 24,711
1956 ............................................................. 30,411
1957 ............................................................. 29,998
1958 (to 30th June) .............................. 14,617

Amount
$27,227,000
29,767,000
30,168,000
15,526,000

$103,138,000

When one looks at some of the dwellings across Canada, there is obviously 
great scope for increase in this type of housing loan, which could contribute 
in no small way to the improvement of family accommodation.

Experience with Home Improvement Loans has been good. During the 
three years of existence, there has been a rather steady increase in the per
centage of loans in arrears for 60 days or more to current exposures or loans 
running, but this was to be expected in the growing stages of the operation. At 
some point, assuming no real setback in general economic conditions, this 
percentage should become stabilized, with the risk to the Government under 
the guarantee increasingly protected by a growing fund in C.M.H.C.’s reserve 
for this purpose built up from the 1% fee. Claims paid by C.M.H.C. to lenders 
have so far been very small—at 30th June, 1958, only $74,000 out of total loans 
made amounting to $103,138,000, or $1 out of $1,394.

Home Improvement Loans, in which a previous programme was success
fully operated for several years before World War II, appear to afford an ex
cellent vehicle for absorption of slack or idle resources in the building and 
related suppliers’ fields, particularly at times such as the Winter months when 
outside construction falls off, and are worthy of strong promotion by all 
concerned.

Future Participation and Co-operation:
In conclusion, it is probably unnecessary to offer the assurance that it is 

the intention of the chartered banks, fully conscious of their responsibilities, 
to continue to co-operate in the improvement and financing of Canada’s 
housing, in every reasonable way and, of necessity, in accordance with condi
tions existing and the legitimate call of their other obligations.

Senator Smith (Queens-Shelburne) : Would you have any figures to add to 
the table shown on page 2? You give the number of family dwelling units. What 
would be the corresponding dollar value of the participation of the banks in 
this lending field?

Mr. Friesen: That figure includes not only the money actually lent but 
the moneys that have been committed, money promised to builders and 
individuals who are building houses. Naturally, the figures represented on our 
books lag considerably behind the amount committed for. The actual commit
ments were $900 million.

Senator Smith (Queens-Shelburne ) : That is the total of all you have 
loaned since you have been in this field?

Mr. Friesen: That is right, for the last four years. The actual loans, because 
of the lag of the commitments, as of May 31, amounted to $631 million on 
the books of the banks. That is partly due to a natural delay in the use of 
the funds.

Senator Isnor: I was very pleased to note that the brief emphasized the 
need, at least that is my interpretation of it, of the home improvement plan, 
and the figures as shown on pages 2 and 7 certainly bear that out. The table 
shows that in 1955 there were 34,457 loans. That was the largest year of those
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shown. Was that not due to a very large extent to the extensive publicity and 
advertising carried on in that year? One bank in particular I remember 
emphasized the borrowing feature of the home improvement plan.

Mr. Friesen: I think perhaps the main reason is, as I have stated in the 
brief, was the desire we all had to increase this business. Our mortgage 
departments had been set up, we all had our costs absorbed, and we got into 
the thing with both feet.

Senator Isnor: It was only one year old then was it not?
Mr. Friesen: In 1954 we were more or less feeling our way, and in 

1955 the departments were properly set up and there was a feeling we should 
get in there to build up our department and justify the expense of running 
that department. To build up a department you must have volume to keep 
such a department busy, to justify the overhead. That was one of the main 
reasons.

Senator Isnor: Well now, we will apply the same reasoning to another 
year. Instead of 1955 being your peak year for home improvements, the table 
shows on page 7 that 1957 was your peak year. That is two years later.

Mr. Friesen: The number of loans in 1956 numbered 30,411, and in 1957 
the dollar amount was only $1 million more than that. Actually I do not think 
there is any significance. It was just a greater awareness by citizens to have 
their homes improved. I think to a large degree the Government, the banks 
and the builders and building material dealers perhaps made a greater effort 
in urging people to improve their homes.

Senator Isnor: That is why I suggest now that perhaps you could do a 
little more advertising.

Mr. Friesen: I think every bank has done it. Last fall and winter we 
did step up our advertising with two things in mind, the improvement of 
premises and more winter employment.

Senator Isnor: Do you find that there is a difference in the type of 
borrower under the National Housing Act and those who borrow for home 
improvements?

Mr. Friesen: Yes I would say that those who borrow for home improve
ments are people who have owned the same home for 20 or 30 years and 
realize that it does require a facelifting.

Senator Isnor: Which class do you favour as between the new home 
builder and those who want to remodel their old homes?

Mr. Friesen: I would say that we do not favour one against the other. 
Both are very beneficial, first to the individual concerned and also beneficial 
to the country.

Senator Isnor: You do not think that they represent a different type of 
person altogether?

Mr. Friesen: Very often in some of these newer subdivisions you will find 
that the average age of the borrower is quite low, that they are young people 
with young families, whereas in the home improvement field you will find the 
people borrowing are somewhat older.

Senator Isnor: And therefore better known to the banks?
Mr. Friesen: That may be so.
Senator Isnor: I was wondering if that was a factor in the increase of 

these home improvement loans?
Mr. Friesen: No, I would not say that. I would say that loans under 

the home improvement plan involve the personal equation to a greater extent 
than loans under the National Housing Act. Generally loans made under the
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National Housing Act are made to builders in the first instance and then 
transferred to individuals.

Senator Smith (Queens-Shelburne) : On page 6 of your brief you mention 
that in some instances loans are made for home improvement without security 
of any kind. Do you do that to any great extent?

Mr. Friesen: The major portion by far I would say.
The Acting Chairman : That would probably be due to the fact that the 

borrower is known to the bank and perhaps has been doing business with the 
bank for a number of years.

Mr. Friesen: Yes, for the most part they are people who have already 
established a credit rating or are known to the bank manager.

The Acting Chairman : Whereas the young fellow looking for an N.H.A. 
loan is perhaps not so well known.

Mr. Friesen: Providing always that the plan of renovation is sensible, 
I would say that the turndowns are very, very minute indeed. I have no figures 
with me as to that. It is fair to say that the branch managers are willing to 
say yes more than no in matters of that kind.

Senator Smith (Queens-Shelburne) : One day when Mr. Bates was here 
testifying he stated that they might consider lending money for the con
struction of an unfinished house, that is to say a second bedroom will be left un
finished at the time the house is built, or perhaps the second storey will be en
tirely left unfinished. In a case like that what would be the policy of your 
association with regard to lending money under the home improvement loan 
legislation to a young man who started to build a house under that provision?

Mr. Friesen: You are speaking now of a house that has just been finished 
under N.H.A.?

Senator Smith (Queens-Shelburne) : I am speaking of a house that has 
been lived in for a few years. Do your banks have any policy that would deny 
him the opportunity to borrow additional money to improve his home by 
finishing the bedroom that was left unfinished at the time of its construction?

Mr. Friesen: I would say that that is something that would be considered 
in each individual case, and would depend on how he met his payments on 
the original N.H.A. contract and things like that.

Senator Smith (Queens-Shelburne): But you do not have any policy 
that would deny him incurring a loan for that purpose, it is just a matter of 
risk as far as you are concerned?

Mr. Friesen: Yes.
Senator Isnor: From what you said this morning in your brief I would 

judge it will be 1971 or 1972 before the loans are paid off?
Mr. Friesen: After 15 years, which would be fifteen after four years ago, 

and on the first mortgages it would be 1969.
Senator Isnor: Taking 1955 as your big year?
Mr. Friesen: That is right.
Senator Crerar: I note from your brief that in the four-year period, it 

is practically four years or a little bit more since this device by the banks was 
entered upon and in that interval you loaned about $900 million. My first 
question is, has that affected in any way your ability to make loans to ordinary 
commercial businesses?

Mr. Friesen: Perhaps I might borrow Mr. Lemmon’s words and say you 
cannot use the money twice. If you use it in one place it must of necessity not 
be available in some other place.
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Senator Crerar: Quite true but, Mr. Friesen, that is dodging the question. 
Has it had any practical effect on your ability to make commercial loans, this 
utilization of your funds in this way?

Mr. Friesen: We like to feel we have met all the legitimate calls of com
mercial requirements. A young country such as this can always make use of 
all its funds. There is no question in that regard. I do not wish to appear to 
be dodging the question but I think that is a fair statement to make, that a 
young country such as this can always use its funds. We hope our funds will 
be usefully employed in some way or another, if not under the N.H.A. in some 
other manner. In the last few years certainly commercial concerns felt they 
were not getting all the money they could use but on the whole I think Canada 
is showing progress.

Senator Crerar: You mention that you have been able to sell more than 
$100 million of these mortgages to investors, mainly to pension funds.

Mr. Friesen: They were the largest buyers.
Senator Crerar: If interest rates should tend to rise wouldn’t that avenue 

be closed to you somewhat?
Mr. Friesen: If interest rates tend to rise it might have a tendency towards 

that because obviously the attractiveness of mortgages to pension funds is in 
the higher yield in comparison with other investments available.

Senator Crerar: What would happen is that you are tying funds up in 
long distance payments and if interest rates tend to rise then the existing 
mortgages would not be attractive to investors.

Mr. Friesen: They will be less attractive.
Senator Crerar: So you would permanently over a period of years until 

these payments come in have your funds tied up in that way. Would that be 
a correct statement to make?

Mr. Friesen: Yes Mortgages are not a liquid asset as are some others.
Senator Crerar: Would you care to pass an opinion on the question I 

asked the preceding witness about the likely trend of interest rates?
Mr. Friesen: I think perhaps I might just join in what Mr. Lemmon said, 

and besides any opinion that I might express would be my own.
Senator Crerar: That would be good enough for me.
Mr. Friesen: No I do not think I would care to really give an opinion 

because I do not consider myself competent to do so.
Senator Crerar: Then we will leave that.
Senator Smith (Queens-Shelburne) : Do you still stay with your formula 

of two and one quarter per cent over the rate for long term Canada bonds?
Mr. Friesen: That has been the yardstick right along.
Senator Smith (Queens-Shelburne): And if bonds yield 4J per cent your 

rate would have to go up accordingly?
Mr. Friesen: That would be a reasonable assumption.
Senator Smith (Queens-Shelburne) : And if you did not you would per

haps not be capable of maintaining your rate of lending for housing?
Mr. Friesen: That would be a reasonable assumption. Presently as you 

know the banks are confined to 6 per cent as a maximum rate of interest.
Senator Crerar: I may say to the witness that when the Bank Act was 

amended permitting banks to engage in this mortgage lending for building 
houses that I had very grave doubts about the outcome. I think the banks 
exist essentially for the purpose of carrying short-term commercial loans. If 
our export business is good in lumber, and pulp and paper, naturally there
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would be more demand for loans from the banks, and I would be very sorry to 
see the banks get into a position where because of long term loans they were 
handicapped in carrying on their business with regard to day to day com
mercial requirements. However, that is my own opinion, and it may not be 
worth very much. How have your relationships been with the Central Mort
gage and Housing Corporation?

Mr. Friesen: Oh, very good.
Senator Crerar: I am delighted to hear that. I have one other question: 

Of this $900 million in loans you have made in the last four years are repay
ments coming right in ?

Mr. Friesen: The experience has been very good indeed.
Senator Crerar: In other words, you have no occasion for worry in that 

respect?
Mr. Friesen: No, there has been no worry at the present time; that is 

quite so.
Senator Crerar: Personally I think that is rather a remarkable situation, 

because it discounts, in my judgment, at least, all the talk we have been 
hearing about a recession, which is not as serious as a lot of people try to 
make out. «

The Acting Chairman: Senator White?
Senator White: Mr. Friesen, taking the total amount of mortgage loans, 

are they fairly evenly distributed among all banks in proportion to capital, 
or are there certain banks that have a certain amount or a certain proportion?

Mr. Friesen; I cannot answer that without the figures before me. The 
figures of actual loans available, not commitments, are available from the 
monthly statements of the banks, but I must admit that I have not the figures 
with me and cannot comment on that. I doubt if they are all uniformly the 
same.

Senator Smith (Queens-Shelburne) : Can you tell us what percentage of 
the banks’ loan business is tied up in housing; is it a large percentage of the 
lending business of the chartered banks in Canada?

Mr. Friesen: Yes. $631 million in mortgage loans at the end of May. 
Now the total loans of all the banks combined. Of course, the loans are in 
various categories, unfortunately. The current loans, that is, current com
mercial loans of the banks on May 31 were $4,807,000,000. There are of course 
call and day to day loans, but they fluctuate widely every day. But the current 
loans are $4,807,000,000; and the current loans outside Canada, $619 million, 
almost the same as the mortgage loans themselves. So that out of a total in 
Canada of loans of $5,407,000,000, $631 million were mortgage loans.

Senator Smith: That is a small percentage, but it is a large amount of 
money.

Senator Haig: What is the capital and reserves of your bank?
Mr. Friesen: Total assets, $913 million on May 31, and of that we had 

$36 million in mortgage loans.
Senator Haig: I am asking you for the capital and reserves.
Mr. Friesen: I am giving you the total assets of the Imperial Bank, which 

are $913 million. Of that, $36 million is in mortgage loans.
Senator Haig: I do not want that, I want to know how much your capital 

and reserves are in the Imperial Bank.
Mr. Friesen: Paid up capital, $11,200,000; rest account, $30 million; un

divided profit $650,000. That adds up to almost $42 million.
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Senator Haig: $42 million. How much has the bank loaned to the end 
of the year 1957?

Mr. Friesen: I haven’t that with me; but I have the total loans at May 31.
Senator Haig: Give us that.
Mr. Friesen: You mean mortgage loans or all loans?
Senator Haig: All the loans.
Mr. Friesen: Our commercial loans were $390 million; our mortgage loans 

$36 million, making a total of $426 million. Then of course we had the usual 
day to day loans, brokers loans $37 million and loans to municipalities as well 
as other assets.

Senator Haig: And that money which you had loaned out was made up 
in part by people who had deposits in your bank?

Mr. Friesen: Yes, everything above our capital reserve, and so on, and 
we have a substantial amount of first quality investments.

Senator Haig: Why should you lend long term mortgages of $42 million, 
or whatever it is you lend, and only have $36 million in capital? You cannot 
get that money back to cover my deposit in sixty years?

Mr. Friesen: We couldn’t if we had all our money on long term invest
ments. We have a fair amount of money available on a call basis, of course. 
As a matter of fact, if you wish to put it that way, we still have, taking out 
the capital reserves, and so on, assuming this was all invested in mortgage 
loans, sufficient cash assets to fully take care of deposits.

Senator Haig: But even then you have not got enough to pay depositors 
back if you keep on lending on housing. I do not deposit my money with your 
bank for sixty years, that is a cinch.

Mr. Friesen: These are of course twenty-five year loans. However the 
record of the Canadian Banking System with respect to safety speaks for 
itself.

Senator White: Would it be correct to say that at the time the amendment 
was made to the Bank Act for the first time in Canada as to loans on mortgage, 
there was no request or desire by banks to enter into the field?

Mr. Friesen: I think that was fully covered at the time of the revision. 
I know it was.

Senator White: Was it not also a fact that the great difference between 
our system here and that in the States prior to the amendment being made, 
which put our banks in a much better position, was the fact that the banks 
are now permitted by law to lend on mortgages?

Mr. Friesen: We do know historically that the American banks did lend 
on mortgages and the Canadian banks didn’t.

Senator Haig: You did not close your doors, and they did.
Senator White: On page 7 of your brief you speak about the small losses 

of only a fraction of one per cent. Does the Central Mortgage and Housing 
Corporation pay all the loss or does the bank suffer any loss?

Mr. Friesen: The bank suffers loss only if the amount guaranteed was 
exceeded.

Senator White: And the banks have suffered no loss?
Mr. Friesen: That is right.
Senator Haig: And all guaranteed loans, are they by the Government?
Mr. Friesen: That is right, to the extent of five per cent.
Senator White: You mean five per cent of total loans?
Mr. Friesen: Total loans, that is right, sir.
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Senator Crerar: I have one other comment to make, Mr. Chairman. I 
think these gentlemen have presented two very excellent briefs.

The Acting Chairman: I agree.
Senator Crerar: I think they will be of very real service to the committee 

when it comes to consider the report of the Central Mortgage and Housing 
Corporation.

The Acting Chairman: Are there any other questions to ask of Mr. Friesen?
Honourable senators, at the close of last week’s meeting, Mr. S. A. 

Gitterman, of Central Mortgage and Housing Corporation, gave us a description 
of a household sewage disposal unit, and also a foamed plastic hut. That was 
not included in the record. He has since provided me with a summary of his 
remarks, and I suggest that it be printed as an appendix to today’s proceedings.

Hon. Senators: Agreed.
(See Appendix A.)
Whereupon the committee adjourned until July 24, 1958.



APPENDIX "A'

DESCRIPTION OF HOW AN INDIVIDUAL HOUSEHOLD 
SEWAGE DISPOSAL UNIT MIGHT WORK

The best known individual sewage disposal unit is the septic tank and 
disposal tile bed. This method has been in use for over 100 years with little 
improvement and sometimes does not function well in congested areas.

In the septic tank the solids are reduced by settling out and digestion by 
bacteria called anerobes. The residue in the tank is called digested sludge. To 
purify this septic sludge requires the action of another bacteria called aerobes. 
These require large quantities of oxygen which is provided by allowing the 
sludge to flow through a tile bed set not too deeply in the soil so as to permit 
the penetration of oxygen. This action will purify the sludge quite well.

There is a unit available which uses these same principles but does much 
of the operation by mechanical means. The waste is flushed through a grinder 
which reduces the solids much as the septic tank does and the waste is then 
deposited into a tank containing water. Air is bubbled through this water con
tinuously to provide oxygen for the aerobes which then purify the effluent. 
This process is called “activated sludge” and has been used for years in mass 
disposal sewage plants.

Such a unit is now available but it seems to have many limitations when 
used as a closed circuit re-using the same water again and again. Central 
Mortgage and Housing Corporation has financed a project to study this action 
and encourage improvements to make it operate satisfactorily.

This description of a possible^ individual household sewage disposal unit 
is based on the use of bacteria. There may be other methods and C.M.H.C. is 
trying to encourage additional work towards the elimination of mass sewage 
disposal pipes and plants.

One of the first things C.M.H.C. did when it was decided to study this 
problem was to have a literature search made. This search disclosed that very 
little research was or is being done on this subject.

The literature was checked carefully and letters were written to every 
major country in the world. It appears that the only country in which any 
work of this kind was done is the United States of America. Other countries 
appear to have discouraged such work because of high population densities 
and fear of pollution of the soils and waters. In the U.S.A., however, two units 
are now on the market. Both of these operate on the activated sludge or aerobic 
principle.

DESCRIPTION OF THE EXPERIMENTAL 
FOAMED PLASTIC HUT

In the attempt to find some revolutionary approach to new construction 
methods Central Mortgage and Housing Corporation together with the Division 
of Building Research encouraged the development of a foamed plastic hut. 
The floor, walls and roof of this consist of various types of foamed cores 
with different type skins. The floor also includes water pipes and electrical 
conduit built-in in such a way that the jointing of the panels automatically 
connects the pipes. The objective is to develop materials which will provide 
structural strength, insulation, water resistance, rigidity and appearance, and
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the services, in one and which can be assembled on-site with a minimum of 
field labour.

A second hut is planned to be built of a material which may ultimately 
permit foaming in place.

If these are successful it is hoped to encourage further development along 
these lines.

If successfully developed such a method of construction would be particu
larly useful for northern construction. If the experiment is successful, it is 
possible to envisage two cans of liquid shipped to a site and then foamed in 
light weight molds up to 20 or 30 times its volume. Transport by air would be 
eased very much. Further, unskilled on-site labour could erect such houses 
easily.
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The Honourable Senator Aseltine moved, seconded by the Honourable 
Senator Quinn—

That the names of the Honourable Senators Brunt, Emerson and Thorvald- 
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The question being put on the motion, it was—
Resolved in the affirmative.
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Clerk of the Senate.

THE STANDING COMMITTEE ON FINANCE

The Honourable C. G. Hawkins, Chairman

The Honourable Senators

Aseltine
Baird
Barbour
Beaubien
Bouffard
Brunt
Burchill
Campbell
Connolly
Connolly
Crerar
Dupuis
Emerson
Euler
Farris
Fraser

Gershaw
Golding
*Haig
Hawkins
Hayden
Horner
Howden
Isnor

(Halifax North) Lambert
(Ottawa West)Leonard

*Macdonald
McKeen
Molson
Paterson
Pearson
Petten

Pratt 
Quinn 
Reid 
Roebuck 
Robertson 
Smith (Queens- 

Shelburne) 
Stambaugh 
Taylor (Norfolk) 
Thorvaldson 
Turgeon 
Vaillancourt 
Vien 
White
Woodrow—44

(Quorum 9)

ex officio member.



ORDER OF REFERENCE
Extract from the Minutes of the Proceedings of the Senate

Tuesday, May 20, 1958.

With leave of the Senate,
The Honourable Senator Aseltine moved, seconded by the Honourable 

Senator Pearson—
That the Report of Central Mortgage and Housing Corporation for the 

fiscal year ended the 31st of December, 1957, be referred to the Standing 
Committee on Finance for consideration and report.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.

J. F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, July 24, 1958.

Pursuant to adjournment and notice the Standing Committee on Finance 
met this day at 10.30 a.m.

Present: The Honourable Senators: Hawkins (Chairman); Barbour, Beau- 
bien, Burchill, Campbell, Connolly (Ottawa West), Crerar, Dupuis, Gershaw, 
Horner, Isnor, Lambert, Molson, Robertson, Taylor (Norfolk), Thorvaldson, 
Turgeon and Woodrow—18.

In attendance: The Official Reporters of the Senate.
Consideration of the order of reference of May 20th, 1958, was resumed.

The following were heard and questioned by members of the Committee: —
Dr. Andrew Stewart, President, and Dr. W. T. R. Flemington, Vice 

President, National Conference of Canadian Universities.
Mr. G. S. Mooney, Executive Director, Canadian Federation of Mayors and 

Municipalities.
At 12.40 p.m. the Committee adjourned until Thursday next, July 31st 

instant, at 10.30 a.m.
Attest.

John A. Hinds,
Assistant Chief Clerk of Committees.
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THE SENATE
STANDING COMMITTEE ON FINANCE

Ottawa, Thursday, July 24, 1958.

EVIDENCE
The Standing Committee on Finance, to which was referred the report 

of the Central Mortgage and Housing Corporation for the fiscal year ended 
31st December, 1957, met this day at 10.30 a.m.

Senator Hawkins in the chair.
The Chairman: Will the meeting come to order, please? It is now 10.30, 

and we have a quorum.
Before commencing with the proceedings, there are a few remarks I would 

like to make in connection with the proceedings today and in the future. It is 
the intention of the Steering Committee to bring these public hearings to a close 
next Thursday, July 31, and then to proceed to report.

This morning we have with us Dr. A. Stewart, President of the National 
Conference of Canadian Universities, Dr. W. T. R. Flemington, Vice-President 
of the National Conference of Canadian Universities, and President of Mount 
Allison University, and Dr. T. H. Matthews, Executive-Secretary of the National 
Conference of Canadian Universities; also Mr. George Mooney, Executive 
Director of the Canadian Federation of Mayors and Municipalities. You will 
recall there was discussion some days ago about having a representative from 
the mayors and municipalities appear before us. Next Thursday, a week from 
today, we shall have Mr. Clements, Secretary-Manager of the Toronto Metro
politan Home Builders Association, and your Steering Committee thought it 
wise to have Mr. Bates, President of the Central Mortgage and Housing 
Corporation, to sort of wind up, and Mr. Bates has indicated that if any 
member of the committee has any special question to ask, he should com
municate with either Mr. Joynes, or the secretary of the committee, prior to 
the meeting, and then Mr. Bates could give as full an answer as necessary.

Now, having said that, I think we will call upon the delegation from the 
National Conference of Canadian Universities, Dr. Stewart, Dr. Flemington 
and Dr. Matthews.

A. Stewart, President, National Conference of Canadian Universities, called.

Dr. Stewart: Mr. Chairman, honourable senators: May I say on behalf 
of my colleagues, Dr. Flemington, Dr. Matthews and all of the presidents of 
the Canadian universities, that we do appreciate this opportunity to appear 
before you and to say a few words on behalf of the youth of the provinces— 
of the country. The words of our brief are restrained, but I can assure you 
that behind them is the deep and genuine concern for the welfare of the 
young people of Canada, and of the universities as instruments of the welfare 
of the young people.

The National Conference of Canadian Universities, representing the uni
versities of Canada, respectfully urges the Senate Standing Committee on 
Finance to recommend to the Government of Canada that the National Hous
ing Act be amended so as to permit loans for the construction of university 
residences.
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The Value of Residences: It is important for Canada that the young men 
and women who enter its universities should get the greatest benefit from their 
higher education. In the opinion of those most competent to judge, this means 
that the great majority of students who must leave home to go to college 
should live in university residences rather than in lodgings. The communal 
life of the college residence provides for a young man or woman a personal, 
social, and intellectual experience that is an important adjunct to the more 
purely academic training of the classroom and the laboratory.

This was emphasized in a series of papers presented to the annual meeting 
of the National Conference of Canadian Universities in June 1957. Monseigneur 
Irénée Lussier, Rector of the University of Montreal, for example, in his paper 
entitled ‘Are University Residences Beneficial Academically?’ said that the 
secretary of the Students’ Association who lived at the University of Montreal 
residence expressed the unanimous satisfaction of the students in this residence, 
and Msgr. Lussier concluded, ‘Taking into account even only the academic 
advantages, I am thinking of a new wing.’ In a second paper on the same 
topic, Mr. T. H. B. Symons, Dean of Devonshire House, a men’s residence at 
the University of Toronto, said that in England the six post-war universities 
had all made clear that their ambition from the outset was to be residential, 
and several of their Vice-Chancellors had emphasized that they regarded good 
residence as ‘the most potent single factor in higher education.’ Mr. Symons 
concluded his paper with the suggestion that a development of residences 
would be one form of expansion consistent with Newman’s definition of a 
university as ‘not a foundry, or a mint, or a treadmill, but an Alma Mater, 
knowing her children one by one’.

Studies of the examination results at the University of Alberta show that 
the results of students living in residence are consistently better than the 
results of those who live outside. The view that life in residence contributes 
significantly to educational achievement is universally held by those familiar 
with universities.

The Present Supply of University Residence Accommodation: The popula
tion of Canada in 1951 was 14,009,429. Of these, 5,084,013 lived in towns in 
which there was a recognized degree granting university. This would indicate 
that if the percentage of young men and women going to a university was 
constant throughout the country, the number who had to live away from 
home would be much greater than the number who could live with their 
families. Actually, the percentage going to a university is much higher among 
the young people of university towns.

At McGill University, in 1937-38, over 57% of the out-of-town students 
were able to live in university residences. In 1957-58, this percentage had 
dropped to 34%. Construction of new residences has lagged behind the growth 
in student numbers. This is true across the whole country. For example, in 
Alberta in 1937-38, about 25% of the total student body lived in residence; 
in 1957-58 the figure had dropped to about 17%.

Data for 23 universities indicate that only 15% of the total student body 
can at present be housed in university residences. These figures, set out in 
Appendix I, include over 70% of the 86,500 students in all the universities and 
colleges of Canada. It will be seen that some important universities have no 
residences: Memorial, Carleton, Sir George Williams. Some, like Dalhousie, 
New Brunswick, Laval, and Saskatchewan can house only a small proportion 
of their out-of-town students.

Even where more plentiful accommodation is available, it is common to read 
in the university calendar, ‘Rooms are reserved for freshmen and a selected 
number of senior students.’ In the three University of Alberta residences, 
which accommodate 450 students, 90 beds are reserved for senior students. All
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other accommodation is reserved for first-year students whose homes are 
outside Edmonton. Accommodation in the women’s residence is completely 
reserved by February for admission in September.

It is our opinion that the universities should, on the average, provide resi
dential accommodation for at least 25% of their students. This is probably 
close to the proportion in residence in the pre-war years, after a prolonged 
period of depression and little construction.

The Coming Flood of Students: In 1955, Sheffield prepared a projection of 
enrolment which showed the possibility of 128,900 students in 1964-65. In 1957, 
Dube, Howes and McQueen made another calculation for the Gordon Royal 
Commission on Economic Prospects yielding the figure 133,200 for the same 
year, and one of 267,000 for 1979-80. Enrolment in 1957 exceeded the 
Sheffield figure for that year by 11.9%.3 It looks therefore as if the higher 
figure of 133,200 for 1964-65 is likely to be no overestimate.

Even if the universities do no more than maintain the present capacity 
in relation to enrolment, i.e. 15%, an additional 7,000 units will be required 
by 1964. Assuming that enrolment will reach at least 133,200 in 1964-65, six 
years from now, and that 25% should be provided with adequate residence 
on the campus, then the present capacity of residences must be increased by 
20,000, i.e. from the present 13,000 to 33,000.

It should be noted that universities and colleges in small centres, e.g. 
Acadia in Wolfville, St. Francis Xavier in Antigosh, Mount Allison in Sack- 
ville, and Bishop’s in Lennoxville cannot take their share of the additional 
students who are undoubtedly coming unless they have additional residential 
accommodation.

Present Rates for Room and Board: Residence rates for room and board 
vary, with the normal around $60-$65 per month or $450-$490 per session of 
about 7J months. These rates may be sufficient to cover operating costs, in
cluding normal upkeep, but they do not provide for recovery or repayment of 
capital costs.

The rates cover room and board. At the University of Alberta where 
the rates have been $60-$65 per month, some operating loss was incurred 
in 1957-58. The university credits $45 to the dining room and $20 to the 
provision of accommodation.

There is general agreement that universities should not subside their 
residences from general funds. To do this is to ask students living at home 
or those living in lodgings to help pay for their fellow students who are in 
residence. On the other hand, where a university has special funds restricted 
by deeds of gift or otherwise to the building or maintenance of student 
residences, such funds may properly be used to make these residences as 
effective and economical as possible. Special endowments are rare, and the 
general policy is to make the residences pay their way, i.e. to see that running 
them causes no drain upon general funds. If a residence meets current 
expenses, the repayment of capital charges is usually not considered.

The Cost of New Residences: The present rates quoted above do not include 
capital charges. In considering the cost of new residences we may assume that 
they must be operated on a self-liquidating basis, i.e. that the rates charged to 
students for accommodation must be sufficient to pay interest on borrowed funds 
required to meet construction costs and to amortize the principal over a period of 
years.

The reason for making this assumption is that the need for instructional 
buildings is so great as to absorb all the funds available as grants or gifts to 
universities. Consequently, as a general rule, universities will not be able 
to construct residences with funds from these sources, and will have to borrow 
for residence construction if residences are to be built. The universities will 
expect to service their loans for residences out of rates charged to students living 
in residence. To the extent that residences may be built partly or wholly from 
grants or gifts, the situation will be eased.
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The annual amount per student required to retire a loan depends on 
four factors: (1) the amount of the loan, which is dependent on construction 
costs per student; (2) the rate of interest; (3) the amortization period; and 
(4) the months of occupancy.

1. Construction Costs per Student:
There is some evidence that students do better in single rooms. However, 

construction costs per student are substantially reduced by providing for two 
students per room. All residences should, however, contain some single rooms.

The revenue from meals should cover the capital as well as the operating 
costs of the dining room. All residences, however, should include in addition 
some non-revenue-producing areas such as Common Rooms, recreation areas, 
study facilities, warden’s quarters, all of which add to the construction costs 
per student.

Construction costs per student also depend on the nature of the construc
tion, i.e. design and cost of materials used.

Estimates of construction costs per student vary considerably, and reflect 
different values attached to the factors referred to above. Nine months ago 
the Honourable Senator from Banff received reports from a number of 
universities regarding their plans for building student residences. Four of them 
indicated the probable capacity and costs of these residences. Capacity totalled 
1,830 for which costs were estimated at $11,545,000, or an average of $6,305 for 
the housing of each student. However, estimates varied from $5,000 to $10,000 
per student.

2. Rates of Interest and Amortization Period:
The relations of the rate of interest and the period of amortization to 

annual costs is obvious.
3. Occupancy:

Students normally occupy their rooms for about 7i months each year. 
However, universities which operate summer schools, usually for about six 
weeks, can extend the occupancy to some 9 months; and if they open their 
residences for conferences or institutes, additional revenue can be obtained.

Considering these several factors, it may be assumed that the universities 
can expect 100% occupancy for the equivalent of 9 months each year.

In Appendix II we have set out the monthly amount required to amortize 
the cost of construction of residences, at various costs of construction per 
student, at various rates of interest, assuming 9 months’ occupancy, over 
20, 30, and 40 years.

How much can the universities expect to charge students per month? 
Present rates which do not cover capital costs are about $60 per month for 
room and board. The maximum which could be added to this charge is $20 
per month, giving a total monthly rate for room and board of $80. Assuming 
a rate of interest of 41% with amortization over 40 years, the cost of con
struction per student could not exceed about $3,500 per student. If the rate 
of interest were 3% (again over 40 years) the initial cost might be about 
$4,000.

The conclusion drawn from a study made at the University of British 
Columbia was that, at a cost of $4,000 per student, the annual net revenues 
would carry (a) close to two-thirds of the annual cost on interest and amortiza
tion at an interest rate of 3% and (b) about one-half the annual cost of interest 
and amortization at an interest rate of 4$%. (This is referred to in, 
Appendix III).

It is clear that the operation of student residences on a self-liquidating 
basis will require either quite low rates of interest, or quite low construction 
costs per student, or some contribution by way of grant or gift.
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Conclusions:
We submit
(1) That university residences are important to sound education at the 

university level;
(2) That at least 25% of students should be accommodated in residences;
(3) That funds available as grants and gifts will not be sufficient to meet 

the needs for instructional buildings, and consequently if residences are to 
be built, funds on loan must be available;

(4) That the universities will have to recover the cost of loans out of 
revenue from students in residence;

(5) That there is a limit to the additional charge which can be loaded on 
students;

(6) That this limit means either (a) low cost construction, (b) low rates 
of interest, (c) long-period amortization, (d) some subsidy from grants or 
gifts, or (e) all of these.

The conference on “Canada’s Crisis in Higher Education” held by the 
National Conference of Canadian Universities in Ottawa, November 14-16, 
1956, ‘resolved that Central Mortgage and Housing Corporation legislation 
and regulations should be amended to allow the Corporation to loan money 
to the universities on the most favourable possible terms to permit them to 
construct residences for students and housing for married students and staff 
on a self-liquidating basis.’5 The subject was discussed again at the June 
1957 meeting of the National Conference of Canadian Universities, and a sim
ilar resolution was adopted.6

Subsequently there was an exchange of letters between the Executive 
Secretary of the Conference and the Minister of Public Works which indicated 
that what would be required is amendment of Section 16 of the National 
Housing Act. The Minister stated in his letter of June 6, 1958 that ‘The whole 
question of housing at colleges and universities is currently being studied 
and is one aspect of the housing problem that will be examined very carefully 
when possible amendments to the National Housing Act are being considered. 
(Copies of this correspondence are attached as Appendix IV).

It is our confident belief that residences for university students are impor
tant, not only to the students and the universities, but to Canada at large, and 
that the nation would be helping itself to solve the urgent problems of its rapid 
growth if it made the building of student residences less difficult financially 
for the Canadian universities.

Consequently, we recommend that the Senate Standing Committee on 
Finance recommend to the Government of Canada that the National Housing 
Act be amended so as to permit loans for the construction of university 
residences.

Submitted on behalf of the National 
Conference of Canadian Universities 

by
Andrew Stewart, President
W. T. R. Flemington, Vice-President
T. H. Matthews, Executive Secretary

(For References and Appendices I, II, HI, IV and V see end of today’s 
proceedings.)

The Chairman: Thank you, Dr. Stewart.
Senator Isnor: I wonder if Dr. Stewart would tell us what university he 

is associated with.
Dr. Stewart: I am the President of the University of Alberta, and Presi

dent of the National Conference of Canadian Universities this year.
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Dr. W. T. R. Flemington is President of Mount Allison University, and Pres
ident-elect of the National Conference. Dr. T. H. Matthews is the Executive 
Secretary of the National Conference.

The Chairman: Thank you. There will be an opoprtunity now for 
honourable senators to ask questions.

Senator Crerar: I would like to ask the witness if his proposal would 
mean that Central Mortgage and Housing Corporation would advance the 
total cost of the dormitory buildings, for under the principle followed in the 
past C.M.H.C. has not paid the total cost of putting up such apartment blocks 
but it has sometimes put up a substantial part of the cost.

Dr. Stewart: Our view is that the answer to this would depend upon the 
rates of interest and the length of the amortization period. If we are thinking 
of 4 per cent as an interest rate over a 30-year period, then it would not be 
possible for the universities to finance the full amount of the construction 
of residences on these terms. We cannot load the cost of that on the students. 
We would have to have other funds as well to put into construction.

Senator Crerar: I was merely exploring the matter. It would be rather dif
ficult for the universities to find the funds unless they got them from provincial 
sources.

Dr. Stewart: I think I can express our view in this way, that this would 
be a help in that the funds that we can divert to residences out of grants and 
loans will be quite inadequate in relation to the need. Now, if we can sup
plement these funds by loans at low rates of interest I think we can proceed 
with some residences.

Senator Crerar: And do you think it can be handled if Central Mortgage 
and Housing Corporation put up 80 per cent?

Dr. Stewart: That would be a substantial help.
Senator Crerar: Would it be possible to carry the project through?
Dr. Stewart: Not without some other funds, unless you push down your 

construction cost to a very temporary type of building.
Senator Crerar: Of course, that is wholly inadvisable. I expect the uni

versities will be here for 50 or 100 years—I hope for 150 years or longer, and 
it is important to get your opinions as to as substantial type of ouilding as 
possible which will endure.

Dr. Stewart: Yes.
Senator Connolly (Ottaxoa West): Have you any yardstick as to what 

the amortization period and what the interest rate might be, given condi
tions today?

Dr. Stewart: I hesitate to answer that, but we have used the rate of 4£ 
per cent for thirty years on the assumption that perhaps that is realistic.

Senator Connolly: That might be realistic. On that basis from the point 
of view of Central Mortgage and Housing Corporation, do you think any 
university that undertook a project would be able to liquidate its loan in 
that period from ordinary revenue?

Dr. Stewart: I would say it should be put on that basis. Now, if that 
is so, I think we have to have some other non-interest bearing money in 
the project to make it possible for us to build the type of residence that we 
would like, to keep the cost at about a reasonable level.

Senator Connolly: I would suppose, too, that the Conference would 
expect that each application would be dealt with on its own merits. It is not 
a blanket application, not a blanket type of proposal that you are making, it 
is simply an amendment to Section 16 which would permit loans for these 
purposes in proper cases?
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Dr. Stewart: That is wholly correct.
Senator Connolly: One other thing: I would like to suggest, Mr. Chair

man, in view of the fact that the president of Central Mortgage and Housing 
will be here at our next meeting, that perhaps the secretary could send this 
brief to him so that he could express some views on it next time.

The Chairman: That will be done.
Senator Isnor: On page 3 of your brief, Dr. Stewart, you say:

“This is true across the whole country. For example, in Alberta in 
1937-38, about 25 per cent of the total student body lived in residence: 
in 1957-58 the figure had dropped to about 17 per cent.”

I suppose that is due largely to the increased enrolment as compared to 1937?
Dr. Stewart: Yes. We have not built any residences since 1937, and the 

decrease is due to the increasing numbers.
Senator Burchill : Dr. Stewart, I am connected with the University of New 

Brunswick, and I am prepared to say that I agree with what you say in the 
brief. In your opening you mentioned that the language of the brief was 
“restrained”—a good word. Our experience at the University of New Bruns
wick has been that the residence has been a direct liability as far as finance 
is concerned. We have supplemented the revenue by grants from the general 
fund every year. We charge the students as much as we possibly can, but we 
are still in the red by quite substantial amounts each year. Now, we are 
building residences there, but we are doing it by public subscription in part, 
and the other half comes from the Canada Council, in order to enable us to put 
up these residences. Now, if that method was adopted, how would it conflict 
with your plan here? If Canada Council came into the picture, would Central 
Mortgage and Housing Corporation be interested?

Dr. Stewart: I cannot speak for Central Mortgage and Housing Corpora
tion, but obviously from our point of view if a combination of Canada Council 
and public funds can meet our needs then we can operate more satisfactorily 
on that basis, but we do not see these two sources in combination across the 
country as being adequate in themselves, and so we think some loan funds 
must be available. It is quite true that circumstances differ in different parts 
of the country, and as I have indicated, our request is merely for permissive 
legislation. I do not know what particular universities would avail themselves of 
it; some would not, some almost certainly would, and this would depend on 
the particular circumstances of the other sources of funds that were available.

Senator Lambert: Dr. Stewart, in your brief to this committee, you recom
mend with respect to Central Mortgage and Housing Corporation that some 
action should be taken to meet your request. Senator Burchill has just men
tioned the Canada Council. I had that in mind when you were referring to 
this matter. It is proposed that $50 million be devoted to the capital develop
ment of universities, and I think that the proper procedure would be that the 
Council of Arts and Sciences, which has the administration of this fund, would 
possibly be expected to be asked for their approval or otherwise of any under
taking of that kind. I just bring that up as a point to ask further if any 
approach had been made to the Council of Arts and Sciences on this subject. 
I am under the impression that that approach has been made.

Dr. Stewart: Yes, we have made representations as an organization. There 
was, I understand, some uncertainty in the minds of the Council as to whether 
(a) it could, and (b) it should, advance capital funds for residences as such. 
We now understand that a decision has been made that it legally can and that 
it wishes to make these loans. I have referred in my brief to a project in 
British Columbia, and Dr. Mackenzie is on the Council, as you know. In that 
case their study indicated that depending on the rate of interest they could 
load either a half or two-thirds of the capital cost on the student. Now, they
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have received assistance from the Council, so that in fact the Council is taking 
care of half of the cost. Now, this makes it feasible in British Columbia under 
these conditions to go ahead.

Senator Lambert: Therefore, your suggestion would be modified or quali
fied to this extent: The Council of Arts and Sciences are already undertaking 
to do something. I think your recommendation to this committee would be that 
the approach to Central Mortgage and Housing Corporation should be modi
fied to that extent, at any rate—the Council of Arts and Sciences have already 
got the matter in their hands.

Senator Wall: Subject to correction, would it not be fair to say that the 
$50 million that is in the hands of the Council, part of which may go to 
residences as Dr. Stewart has indicated, would come nowhere near meeting 
the need for residences. I think Dr. Matthews might verify this. By a very 
modest plan the universities have listed their intentions to construct residences 
amounting to about $50 million, which is a very conservative figure—it is $5 
million a year for ten years. So that if Canada Council is to meet half of 
that need for residences it would have to spend $25 million for residences alone, 
which I doubt could happen. Would Dr. Stewart care to comment on that?

Senator Lambert: May I state that the point you raised is not the point 
I have in mind at all. Whatever the comments are is another matter. The 
point I want to make, Mr. Chairman, is that this committee makes a report 
to the Senate and in that report if it saw fit, it might include the recommenda
tion you suggest, but it would depend entirely then upon the concurrence of 
the Senate in the recommendation contained in the report whether that could 
be done or not. It seems to me that to get the action that you are urging 
you are using this committee, sir, and using it perfectly legitimately, to set 
forth the facts of the situation, to inform all and sundry including this com
mittee what the university building situation is. Now, as to what action you 
get after that either on the part of the Council of Arts and Sciences or the 
Central Mortgage and Housing Corporation would be, in my opinion, beyond 
the control or direction of this committee.

Senator Molson: Mr. Chairman, could I ask Dr. Stewart if it would be 
true to say that the provision of residences would be made more feasible, 
perhaps made possible if a university could raise say $100 under its own power 
and thus be in a position to ask the Canada Council for $100 to match that, 
and that would give it the capital sum of $200. Having that much capital 
it might then be in the position, if a mortgage loan were made to it at 
advantageous terms, to build college residences. Do you think that might be 
possible?

Dr. Stewart: That is the best statement of our position that could possibly 
be made. That is exactly what we want to say to you.

Senator Molson: In other words the possibility of grants from the Canada 
Council would be there, but those grants would be complementary to anything 
else that is either suggested in this brief or on the part of the universities 
themselves.

Dr. Stewart: That is right. We know the position of the Canada Council 
and we are making this submission in full knowledge of what they are able 
to do, and we are simply saying this is another element in the problem which 
would help us quite considerably.

Senator Campbell: What is the policy of the province of Alberta in 
respect to university grants?

Dr. Stewart: I also represent the University of Alberta. I am told we 
are in a rather favourable position. I am not in a position to speak for our 
less favoured colleagues. The University of Alberta has done very well
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in terms of public funds. We are this year starting with an immediate appro
priation of $4 million on a building program which will extend over a period 
of three years at a total cost of $15.5 million. These are instructional build
ings and are being fully financed by the province. So that in our position, at 
least as far as instructional buildings are concerned, we have no problem 
at the moment. But every time we have approached the Government with 
a residence in our estimates it has always said, and perhaps properly, What 
is your priority—instructional buildings or a residence? Well, that is not 
a fair question at all because if you have no place to instruct students there 
is no use in having a residence for them, so we have to say, We need instruc
tional buildings, we need the chemical laboratory, we need an addition to 
the physics lab and so forth, and in this way residences are left out of 
the estimates every year.

Senator Campbell: As far as the University of Alberta is concerned you 
still have the door open for some financial assistance from the province for 
residences provided you can obtain additional money by way of loans?

Dr. Stewart: Yes. Looking at the situation we decided that perhaps the 
only way to get ahead immediately with residences was to borrow, and we 
have spent some time working with one of the large construction companies 
to see if it was possible for it to build us a low cost residence project on a 
self liquidating basis, and we were making considerable progress until three 
weeks ago when they came east and on their return told us that the rate 
of interest to be paid makes the whole thing impossible. On account of that 
we had to drop it. But, if we could get a bit of money by grant or gift or 
otherwise and then be in a position to borrow the rest at reasonable rates 
of interest we could make it work.

Senator Molson: Did the study of these plans that were made give you any 
idea of what perhaps the lowest cost per student might be initially?

Dr. Stewart: I would say that these are absolutely the lowest estimates, 
and I hate to quote them but they are $2,000 per student. Actually that is 
about rock bottom.

Senator Campbell: What type of construction would that be?
Dr. Stewart: That is frame and stucco construction.
Senator Crerar: Dr. Stewart, one occasionally sees criticism that the 

universities, generally speaking, are striving for size rather than for quality 
and that in order to get large numbers of students, and perhaps not for that 
reason alone but for other reasons, standards have tended downwards. Now 
quite obviously that would have a bearing on this problem. Mr. Chairman, I 
would like Dr. Stewart to comment on that. I may mention that on one occa
sion in Winnipeg in a public address I brashly offered the criticism that I 
thought there was too much of a tendency in our universities to become 
glorified technical schools, and that the real purpose of education was being 
allowed to slip backwards somewhat. I may say, doctor, that I still harbour 
those views to some degree. I would like your comment.

Dr. Stewart: I think the general view on this is that we have quoted the 
best estimates we can get of the number of students who will be admitted 
to universities over the years ahead. These estimates by Sheffield and other 
people are based on the assumption that admission conditions to universities 
remain as they are now, that it is not going to be made more difficult or less 
difficult to enter university. In other words, you are assuming the same 
conditions of admission but that the numbers of students will increase, and 
that is something that the universities have no control over at all. Now, 
maybe Queen’s can say, We do not want any more students, but I cannot
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and 90 per cent of the universities in Canada will have to take the number 
of young people who come forward with our standards of admission and we 
will have to take them in.

Senator Crerar: If you raised your standards would you weed some of 
them out?

Dr. Stewart: Yes. But this is a problem. I think the answer to that is 
that in terms of the needs of this country for young people with university 
education this would be a fatal national policy to adopt. This is my own view.

Senator Crerar: Tell me this: I see criticism occasionally that students 
who matriculate to universities that after they get into university it is dis
covered that they are deficient even in such things as spelling. Would you say 
of your own knowledge if there is anything to that criticism?

Dr. Stewart: We have some students who cannot spell, Senator Crerar.
Senator Crerar: Well, if they cannot spell are they deficient in other 

respects? Perhaps, Mr. Chairman, I am not explaining my point very clearly. 
I think the natural desire of most parents is to secure a university education 
for their youngsters. There has been a definite decrease in home discipline, and 
a lot of these youngsters go on and look upon a university career as something 
in the nature of a lark, rather than the serious business of developing their 
own powers. My personal view is that it is highly desirable if that tendency 
exists—and I believe it does exist—that it should be kept in check. I know of 
no other way of doing it than by having the universities set higher standards 
and refuse to waste their time on students who are not serious in their purpose 
in coming to the university.

The Chairman: Who is going to be the judge?
Senator Crerar: The universities have to be the judge of the standards. 

One of the difficulties is the modern ideas of education that have developed 
over the past 50 years—and can be traced to a certain influence, I think, in the 
United States,—which are detrimental to the true purpose of education.

Dr. Stewart: This is a very large issue, which I do not think I can deal 
with adequately. However, two points occur to me: first, in the west we have 
three Royal Commissions now sitting, one in British Columbia, one in Alberta 
and one in Manitoba, all engaged in the study of this problem at least from 
the schools’ point of view. All I can say is that the students do not stay at 
the University of Alberta for a lark. We fail about 30 per cent in the first 
year. That is a disgrace, and should not be so, but they do not stay around 
university and waste their time.

Senator Crerar: What about that 30 per cent, do they come back the next 
year?

Dr. Stewart: Not very many of them.
Senator Crerar: They are weeded out in the first year?
Dr. Stewart: Yes.
Senator Crerar: My point is, would it not be better to weed them out 

before they enter the university door?
The Chairman : I am afraid, gentlemen, time is going on and we are direct

ing our consideration to the subject before us. Senator Turgeon, you have a 
question? I think we should confine our questioning to matters having to 
do with the brief before us. We have another witness to hear, and we want 
to give him as much time as possible.

Senator Turgeon: Mr. Chairman, my question has to do directly with the 
subject, and in particular with the suggestion made by Senator Lambert, with 
which I agree. It is true, the brief asks that the National Housing Act be 
amended to allow this additional expenditure. It is therefore true that only



FINANCE 185

the Government or one of its ministers can make such a resolution to Par
liament. But I do believe it would be wise at least to consider that a report 
of some nature be made by this committee to the Canada Council. I do not 
say we should make it, but we should consider it, if we agree, as I hope we 
will, with the submission now before us.

My suggestion is that in addition to the recommendations to be contained 
in our report to the Senate that the Government should bring about this 
change in the National Housing Act, we should also suggest that the committee 
discuss the matter with the Canada Council in order to bring to their attention 
the proposal made to us this morning, which I think is an excellent one, and 
which we should do everything we can to help.

Senator Burchill: Mr. Chairman, I want to clarify an answer given by 
Dr. Stewart. Did I understand you to say, sir, that the annual grant, or the 
operating grant, from the province of Alberta was $4 million?

Dr. Stewart: No, that is our capital building construction. This year 
our operating grant is a little over $3 million.

Senator Burchill: That would make a total of around $7 million?
Dr. Stewart: A total of $7J million this year from the province.
Senator Lambert: That is entirely a provincial grant?
Dr. Stewart: Yes.
Senator Robertson: Dr. Stewart, following the question of Senator Molson, 

what you are proposing is that the National Housing Act be amended to make 
it possible for the Central Mortgage and Housing Corporation to lend money 
for this purpose. I take it, the equity capital, if you like, of 20 per cent would 
be secured from this source or that; so that it would boil down to the idea of 
your getting a loan of whatever amount is agreed upon over a long term. Are 
the rates of interest you suggest lower than the rates of interest presently 
charged on loans made by C.M.H.C.?

Dr. Stewart: I can’t give you a definitive answer to that, because I am 
not sure what they are doing, but my understanding is that 4|- per cent is about 
the level.

Senator Robertson: If it is a lower rate than that at which C.M.H.C. 
finances its mortgages, then it has to be a subsidized rate of interest—some
body must pay it. Are you suggesting that C.M.H.C. deviate from its ordinary 
policy, and lend money to universities at a lower rate of interest?

Dr. Stewart: I would personally not recommend that, but we do under
stand that in the United States these funds are available at 3 per cent. Of 
course, I admit it is different in the States.

Senator Robertson: That may be done by some special grant. But it 
would seem to me that the simpler method of handling loans for the construc
tion of university residences would be to concentrate on the term, rather than 
on the interest rate. It seems to me that to interfere with the interest rate 
would result in all sorts of complications. It would mean that Central Mort
gage and Housing Corporation would be lending money to A at one rate, and 
to B at another rate, and it would result in hopeless confusion. In other 
words, the nature of the university residences, and the university itself, being 
a long-term proposition, you would do better by concentrating on the longer 
term rather than on the subsidized interest rate from C.M.H.C. To vary the 
interest rate would mean certain changes in legislation; and of course, you 
must remember that interest is a very important consideration. The rates 
are changing very materially; indeed, I have no doubt they have changed 
since the time this document was prepared.

60825-7—2
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Dr. Stewart: Sir, I have not had a chance to consult all my colleagues 
on this, and I do not know what their individual views would be, but my 
view would coincide with yours.

Senator Crerar: Dr. Stewart, you mentioned a moment ago, if I under
stood you aright, that the failures in the first year in university were 30 per 
cent—that is in Alberta?

Dr. Stewart: Yes.
Senator Crerar: Would you say that is a fair representation of uni

versities across Canada?
Dr. Stewart: From my knowledge that is about the level, yes.
Senator Crerar: How many students have you in the first year in the 

University of Alberta?
Dr. Stewart: About 1,500.
Senator Crerar: So that roughly about 450 students fail?
Dr. Stewart: Yes.
Senator Crerar: And the great majority of them do not come back?
Dr. Stewart: Perhaps that is an over-statement. I cannot give you an 

off-hand and clear answer as to how many come back.
Senator Crerar: There may be 200 come back?
Dr. Stewart : About that, yes.
Senator Crerar: Then would not the problem as presented to us be, if I 

understand your suggestions in the brief, that we should provide dormitories 
for, say, 200 students who continue through their university course.

The Chairman: You don’t expect an answer to that, do you? Senator Wall?
Senator Wall: I wTonder if I might take a moment to go back to the point 

in the brief where you point to the tremendous need for residences. I have 
looked through my notes, and I find that Dr. Matthews had contacted all 
the universities and had inquired as to the amount of capital expenditure on 
residences they anticipated to make in the next five years. There are figures 
for 27 universities and colleges, and as to the amount they were likely to 
spend we were given the figure of $50 million, which is $10 million a year. 
Then I went to the brief and on page 4 you say: “Assuming that enrolment 
will reach at least 133,200 in 1964-65, six years from now, and that 25 per 
cent should be provided with adequate residence on the campus, then the 
present capacity of residence must be increased by 20,000 . . .” If you need 
accommodation for 20,000 students, and if this can be provided at $2,000 per 
student, which is a very low figure, that would be $40 million anyway for 
six years. If the figure for a residence is $4,000 a year, which I notice the 
University of Manitoba is quoting, that would be $80 million. So that the 
sum total of the need as we look at it is anywhere from $40 million to $80 
million in the next five or six years, as a minimum. That would be a fair 
statement. Even that does not seem to give all the needs because the figure 
for the University of Manitoba is $1 million, but I have later figures from 
the affiliated colleges which add another $2 million for the next five years. 
So that the sum total is probably very extensive, and the need is great. 
Maybe this suggestion in the brief that something might be done through 
a change in the National Housing Act regulations is a good one. Perhaps this 
is a necessary step. What I am trying to get at is that we should this morning 
get a field of the sum total of the need, not only in the terms of students 
but in the terms of money. How much money is it going to involve at a 
minimum?

Dr. Stewart: The best answer I can give is that I believe it will involve 
around $5,000 or $6,000 at least per additional student for the instructional
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buildings. That does not include residences. The cost of residences has to be 
put on top of that, and if you can estimate the expanding number of students 
and apply these two factors, then you get what the total cost will be. It will 
run into substantial millions of dollars.

Senator Campbell: I would like Dr. Stewart to say whether or not funds 
are available from any other sources by way of loans for university purposes? 
My understanding is that it is practically impossible to borrow money for 
construction of this kind, university residences or buildings.

Dr. Stewart: I know of no other source.
Senator Campbell: So that if you are to achieve your objective, then it 

will be essential to make some changes in the legislation to enable some 
public body to make these loans. The normal way would be either through the 
provinces or C.M.H.C. It seems to me that the machinery is completely set up 
for this purpose through Central Mortgage, providing there is an amendment 
made to authorize them to make these loans. Since this procedure has been 
followed in the United States, it is one that certainly deserves the most serious 
consideration of the Parliament of this country.

Senator Wall: Has there been any experience in the last 10 or 15 years 
where any university was able to raise, say, 20 per cent or 40 per cent of the 
capital cost of a university residence and then was able to go to some financial 
institution and borrow the remainder? Has there been any experience where 
they were able to use commercial financial institutions for that purpose?

Dr. Stewart: I do not know of any, and I gather my colleagues here do 
not know of any either.

Dr. Flemington: May I say a word in connection with what Senator 
Wall said a few minutes ago about having a complete picture before us. We 
three represent the N.C.C.U. in an official sense, really. Dr. Matthews is the 
Executive Secretary of the National Conference but, on the other hand, Dr. 
Stewart and I represent in a sense different phases not only of the country 
but of its universities as well.

Dr. Stewart comes to you this morning as the President of N.C.C.U., and 
the pale colour on his face is indicative of the fact that he has not had a 
chance to do any fishing this past week. On the other hand, I come to you 
after a week’s fishing in Ontario. Senator Burchill might wonder why a 
Maritimer would come up here to fish, and I must say that what I caught does 
not compare with Miramichi salmon but I did have a delightful time, as you 
can see from the tan on my face. Dr. Stewart represents, you might say, the 
western part of Canada which has its university in each province. I come from 
an older part of the country where universities very largely grew up before 
the provinces entered the picture. We have 16 degree-conferring institutions 
in the Atlantic provinces and a great many of them are church foundations. 
The Anglicans, the Roman Catholics, and the United Church all have founda
tions there. In that sense we are not, you see, receiving any money from the 
provincial Governments. When I say that I am speaking of the Atlantic 
provinces as a whole.

Senator Isnor: Except special grants.
Dr. Flemington: Yes, except special grants. New Brunswick has become 

rather enlightened in that respect in that it is giving an annual grant to all 
universities irrespective of foundations, whether church or not. I think Nova 
Scotia this year for the first time is following that plan and is giving a quarter 
of a million dollars to the universities regardless of whether they are denom
inational or not. As a matter of fact, we have no provincial universities in the 
Maritimes, with the exception of the University of New Brunswick. The rest 
of us are private and church foundations. The fact has been stated here again 
and again that it would be a nice thing to have residences. Down in the
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Atlantic provinces not only is it a nice thing but it is compulsory. We cannot 
increase our numbers at the present time without residences. The University 
of New Brunswick is building residences at the present time with the help 
of the provincial Government, but what about the church institutions which 
are just as important and have not got that same source of revenue? An inquiry 
was made as to whether we could borrow money from other sources if we 
could get a certain amount of our own money raised. We are putting up 
residences for an additional 300 students at the present time, and I may say 
that Mount Allison has 80 per cent of her 1,100 students in residence right 
now. The town is also packed, as there are only 3,000 inhabitants and the 300 
students themselves pack the town. We cannot expand, although the economy 
of the Atlantic provinces is improving. We cannot expand and provide the 
Maritimes with university students and, may I say, with all humility, the 
rest of Canada as well, as we have been doing for the last century—without 
these residences.

Senator Wall asked if it was possible to get money from other sources. 
We started this spring to build a residence on the basis of 300 additional 
students. One thing that gave us the impetus was that Captain Bennett, 
an old retired sea captain, and a brother of the former Prime Minister of 
this country, gave us $100,000 this spring to put up a residence. He said “I 
am giving you this for two reasons. One is that you need this residence space, 
and the other is that with the Conservative regime we cannot afford to have 
any unemployment down in this part of our country, and we are giving you 
the money on the understanding that you start building at once.”

Well, $100,000 is not too much with which to put up a residence for 300 
students. Dr. Stewart has referred to a remarkably low figure. We are putting 
up a residence for less than $300,000. It is running from $2,800 to $2,900 per 
student but we cannot afford to do anything else. And so we are starting 
in with those residences with the $100,000 that has been given to us, and 
equal grants from the Canada Council. Now, that Canada Council grant, 
honourable senators, I would like you to note, is very limited; it is only $50 
million altogether. We need $80 million for residences, but that $50 million 
covers the fine arts, the humanities, social sciences, all of those things, and 
only a fraction would ever go to residences. So it is exceedingly important 
that we have something like that Central Mortgage committee to fall back 
on to give us the additional money we need at a low rate of interest, because 
it is not right for us to raise our board and lodging to the necessary figure; 
we have to be able to finance those things ourselves. It is true that every 
university can borrow a limited amount from the banks, but the interest 
rates are high. I want to give you that side of the picture as far as our part 
of the country is concerned.

The Chairman: Gentlemen, we have another witness, and in fairness to 
him I will have to call him. I would like to say to you, Dr. Stewart, Dr. 
Flemington, and Dr. Matthews, how much we appreciate the efforts you have 
put forward this morning, and how grateful we are to you for coming and 
giving us the opportunity of hearing you.

We shall now hear from Mr. Mooney, Executive-Director of the Canadian 
Federation of Mayors and Municipalities.

George S. Mooney, Executive-Director, Canadian Federation of Mayors and 
Municipalities, called.

Mr. Mooney: Mr. Chairman, honourable senators: My name is George 
Mooney, and I am the Executive-Director of the Canadian Federation of Mayors 
and Municipalities, in whose name and on whose behalf I am appearing this 
morning.
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The Canadian Federation of Mayors and Municipalities is a national organ
ization set up by the municipal governments of Canada to provide the means 
of inter-municipal cooperation between and among the municipalities of all 
provinces. It convenes an annual National Municipal Conference, carries on 
intensive research programs into all phases of municipal government and 
other matters of municipal interest, and acts as the spokesman of municipal 
governments with respect to municipal matters of inter-provincial and national 
concern.

Its membership comprises the direct affiliation of over 300 municipal gov
ernments, primarily the larger cities and towns, and of all provincial-municipal 
unions and associations of municipalities. The embracing nature of its direct 
and indirect affiliation of municipal governments, large and small, urban and 
rural, permits the Federation to speak with some measure of authority on 
behalf of the municipal governments of the country. It is a non-profit organiza
tion and is financed entirely by the membership fees of its affiliate municipal 
governments and provincial unions and associations.

The municipal governments have a lively and vital interest in the matters 
now under consideration by the Senate Standing Committee on Finance with 
respect to the report of the Central Mortgage and Housing Corporation for 
1957. This fact has been testified to in the evidence given by the witnesses 
which the Committee has heard at the several meetings preceeding today’s 
Session, the record of which we have read with great interest, and with most 
of which the Federation is in substantial agreement.

The municipal governments are deeply mindful and aware of the great 
contribution the Federal Government has made in facilitating and encouraging 
and making possible a vast housing program aimed at improving the housing 
and living conditions of the people of Canada. Since 1935, when the National 
Housing Act was first enacted, and in the subsequent years, particularly the 
years since the end of the war, during which its provisions have been pro
gressively liberalized, it has come to play a key role in the national housing 
program throughout the country. Under its provisions more homes have been 
built than otherwise would have been possible and a new standard of housing 
has been ushered in, which, unquestionably, has raised the quality of housing 
throughout the country. But although we have made great strides in coming 
to grips with our housing problem, the goal of decent minimum standard hous
ing for all Canadians has by no means been reached. While we have added 
a large volume of new and improved housing stock, there are still important 
gaps in the housing program. The biggest gap is in the low-cost and low-rental 
field. And we still have slums.

It has been suggested to the Committee by some witnesses that one of the 
bottlenecks which the housing industry is up against in its endeavour to 
build more houses, and, particularly, low-cost houses, is the attitude of muni
cipal governments with respect to their local building and zoning by-laws, the 
installation of municipal services, particularly watermains and trunk sewers 
(the so-called “big pipes”) and other related matters.

The points of view that have been expressed are understandable and well 
taken; although it would be wrong to say that municipal governments them
selves are, in fact, the culprits who have created the roadblocks. The actual 
fact is that, with the best will in the world, municipal governments, large or 
small, urban or suburban or rural, have found themselves caught up in a 
situation, not of their doing, which prevents them from being anything else 
but a bottleneck with respect to most of the matters complained of.

Before dealing with these matters it would perhaps be useful if there 
was on the record some background data aimed at throwing some light on the 
reasons why municipal governments have become, in a sense, to the extent
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complained of, the unwitting bottleneck in slowing down and retarding—and 
making more expensive—an orderly and progressive- and less costly-housing 
program. The general facts are well known and have been settled in other 
places; but in appraising a situation such as is now under study by the Com
mittee the central and background facts are sometimes lost sight of. It is worth 
repeating them even in summary form.

Members of the Committee are generally aware of the vulnerable nature 
of the municipal finance structure . In periods of deflation, property values drop 
and municipal values thereby decline. In periods of inflation, property values 
rise but there is strong and compelling resistance against any corresponding 
increase in the tax rates on property. This, despite the fact that municipal 
governments like everyone else are subject to the spiralling prices and wage 
levels of an inflationary period.

Moreover, and unlike the flexible, varied and multiple sources of revenue 
available to other governments, the property tax, which is the main source of 
municipal revenue, does not respond to economic influences as quickly or in the 
same magnitude as do other forms of tax which are geared to productivity of 
business or income. On the face of it, it is anomalous that municipal govern
ments who administer areas wherein the greater part of the taxable wealth of 
the country is concentrated are unable to tax this wealth except in a very 
limited and restricted degree. If a municipality had access to the total taxable 
wealth of its incorporated and administrative area there would be no municipal 
finance problem; nor could the matters complained of be laid at the door of 
municipal governments, for they would not exist. The fact of the matter is, 
however, that the revenue sources available to municipal governments are both 
restricted, limited, tenuous and vulnerable.

As a consequence, municipal governments have been operating within a 
financial straight jacket wherein there is room neither to meet the backlog of 
unmet accumulated need for local capital works and improvements, nor to keep 
pace with the current needs, let alone make provision for the many require
ments which continuing and accelerated urban growth and expansion are 
forcing upon them.

Ever since the end of the last war, and increasingly with every passing year, 
the pressures for urgent and costly programs of local improvements and modern 
community facilities have continued to mount. The factors which have created 
the pressures for immediate and large-scale municipal improvements derive 
from the following:

1. Growth in urban population and the consequent unprecedented 
demands for new schools, new roads, new hospitals, new water and sewer
age systems and other essential municipal facilities.

2. Spread of urban blight and obsolescence particularly in our older 
and larger cities and which has a depreciating effect on property use 
and property values with consequent serious revenue decline to munici
pal governments.

3. Flight to the suburbs which has added vast new capital municipal 
needs to an already large backlog born of depression and war.

4. Technological advances which have outmoded much of the stand
ard municipal plant and facilities of an earlier period.

5. Increasing prosperity which has brought with it the demand that 
we use our economic abundance to generate higher levels of human and 
community wellbeing.

Over and above these considerations, there is another factor, the signifi
cance of which cannot be dismissed. We are living in a period where the pro
gressive achievements of our Canadian democracy are being challenged by 
other economic and political ideologies. It is in our cities and towns that the 
ideological crisis of our times is most evident. They have become the symbols
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of our democratic civilization. The homes men live in, the schools their children 
attend, the socal institutions and cultural facilities which are available, the 
means of transportation and the amenities of living—including running water 
and sewage disposal—are the physical standards by which men judge the 
measure of a good society.

The attainment of these requirements is rightly the primary responsibil
ity of each community and its autonomous local government. It is to them 
that we must turn to as a national community as we seek to maintain and up
grade our educational standards, improve our physical and mental health, 
clear our slums, build better homes and safer highways, renew and redesign 
obsolescent urban areas and provide the water systems, sewers, roads, parks, 
schools and the like in the newer suburban communities throughout the nation.

While the municipal governments must continue their independent and 
self-governing responsibility for local growth and development; and while 
the provincial governments must continue to exercise their constitutional 
powers and prerogatives with respect to municipal institutions; it is clear that 
the revenue resources of municipal governments, even when coupled with the 
supplementary financial aid which the provinces can make available to them, 
are insufficient to support the heavy financial costs entailed if our cities and 
towns are to keep pace with the pyramiding requirements of exploring urban 
growth and the consequent urgent need for major programs of housing, urban 
redevelopment and renewal. And that applies to the matter of watermains and 
trunk sewers.

In this connection, the Committee is probably already aware of the very 
comprehensive study which Central Mortgage and Housing Corporation made 
in 1956 of the sewerage services in urban communities throughout Canada as 
existed at that time. The three hundred municipalities surveyed embraced the 
places where nineteen out of twenty urban Canadians now live. The fiacts 
revealed by the survey were startling. Of the total surveyed population, 
2,652,000 or 32% of the total, were living in municipalities with a low fre
quency of connection. The population in largely unsewered municipalities in 
the provinces of Ontario and British Columbia was 1,941,000, or 24% of the 
total surveyed. It was also revealed by the survey that many of the new 
dwellings constructed in the years 1951 to 1955 were located in largely un
sewered municipalities. For example, of the 327,000 new dwellings in metro
politan areas 40% were located in municipalities of this type. These municipal
ities include many large suburbs built in recent years. To quote the report 
itself . . . the survey did not reveal any precise idea of the extent to which 
recently constructed dwellings are unsewered, but “it did indicate that under 
pressure of the housing boom the situation has been deteriorating.”

The question raised by these facts, and to which earlier witnesses have 
already referred, is why and how does it happen that municipal governments 
have not been able to cope with the demonstrable need for constructing water- 
mains and trunk sewers. The answer is not difficult to find. It is within the 
following framework of circumstances:

1. Watermains and trunk sewers are only one of the many community
needs which municipal governments have been under pressure to 
provide.

2. Municipal governments are severely restricted in their ability to
finance the capital costs of local improvements and public works. 
They are restricted both by the extent to which local taxpayers can 
carry the capital and interest burdens involved and the extent to 
which the investment market is willing to buy their bonds.

Two current examples will serve to illustrate the problem: Within a 
stone’s throw of the City of Montreal are two fast growing suburban 
communities. One is larger than the other.
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Community “A” is now endeavouring to float a bond issue amounting 
to several millions of dollars for the construction of trunk sewers, street paving 
and sidewalks. A reputable informant told me just yesterday that investment 
bond dealers feel the issue cannot be sold (a) because of the marginal state 
of the debt carrying capacity of the community, and (b) because the Depart
ment of Municipal Affairs would probably frown on the issue in any case 
because of the added burden it would have on the already top-heavy funded 
debt of the municipality.

Community “B” is a community that grew out of the sticks. It began 
with no laid watermains or sewers of any description. It is now a fairly large 
and fast growing municipality. At the present there is a community waterwell, 
but no water piping. The water is distributed by means of a large water wagon. 
As it comes down the street, a boy rings a bell and householders come out 
and purchase their water requirements by the pail. The community is unable 
to float a bond issue that would be acceptable to the investment market, so 
they worked out a deal with a contractor to finance the needed watermain 
and sewer construction and have turned over to him as collateral, or as a 
guarantee of payment, the entire equity which the municipality has in its 
already paid for public works improvements and capital plant.

This is municipal financing with a vengeance!
Another current example related to the problem of sewers is that in one 

of the oldest communities in Canada. The original sewerage system is now 
literally falling to pieces. It will have to be replaced. Moreover it does not 
embrace the entire area of the now built up and expanding community. To 
replace the old sewer system and extend it to cover the entire built up 
area will cost in excess of $2 million dollars. The funded debt of the municipal
ity is less than $2 million dollars. The dilemma that the community is con
fronted with is obvious. The present answer is that the old system must 
continue to suffice and the new areas must go without sewer connections.

The municipal governments have been fighting the past in their endeavour 
to deal with the present insofar as their finance problems are concerned. There 
is the deadweight of the accumulated and under-discharged debt load of an 
earlier period. There is the obsolescence of much of their capital plant. They 
are also fighting inertia and a not inconsiderable measure of indifference in 
some quarters where their plight should be more readily understood, appre
ciated and acted upon.

It is for these reasons that they have been seeking and urging a Dominion- 
Provincial-Municipal Conference for the sole and express purpose of consider
ing ways and means whereby the municipal governments of Canada can be 
placed in a position to more adequately discharge the responsibilities which 
devolve upon them. The anticipated informal meeting which is to be held 
in the fall of this year between the Federal Government and representatives 
of the Federation and to which reference has already been made by previous 
witnesses, is a move in this direction. It has been made clear that it will be 
unofficial and informal and will decide nothing. But it will be exploratory 
and should pave the way for subsequent meetings between all three levels 
of government when the municipal problem in its entirety can be frankly 
faced up to and ways and means hammered out to deal with it... and in such 
manner that municipal governments in all provinces will thereby be put in a 
position to get on with the backlog of jobs that they frankly have been unable 
to deal with and, at the same time, provide the means whereby they can more 
adequately plan their future requirements already fast rushing upon them.

Hitherto, the Government of Canada has recognized, in principle and in 
degree, that the national revenue and financial facilities available to the 
Dominion Government should be brought to bear on some segments of the 
urban growth problem. Numerous shared cost programs have been entered
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into with the provincial governments, which, directly and indirectly, have 
facilitated municipal action with respect to matters now under consideration 
by the Senate Committee. The National Housing Act has been a boon to muni
cipal governments, although they have not yet learned to make the fullest 
use of it. Particularly is this so with respect to the provisions for financial 
assistance for slum clearance, land assembly and urban renewal projects.

Without the National Housing Act it is doubtful whether any municipality 
could have carried out limited slum clearance projects. It is equally doubtful, 
even with such measures, whether any municipality, large or small, could 
hope to undertake a concerted and comprehensive program of urban renewal 
and development of the magnitude now required in our larger cities and towns. 
And it is no less doubtful whether municipal governments will be able to 
finance the heavy costs involved in providing water and sewer connections 
to new housing areas, particularly in suburban growth communities, unless 
some sort of facilitating financial aid is made available. They are unable to 
do so for several reasons, the most important of which is that their tax and 
finance structure conceived to meet the needs of an earlier time is now inade
quate for these times.

This is the crux of the municipal problem and there is no easy or simple 
way to solve it.

Members of the Senate Committee may be asking themselves, why should 
the Federal Government concern itself with urban watermains and sewers? 
And, if it did, will it not have the questionable effect of creating further 
speculation in land value by producing “windfall” gains to landowners?

It may be a trite answer, but the fact of the matter is that the provision 
of watermains and trunk sewers, the “big pipes”, has become the key to our 
housing problem from now on; and, particularly, low-cost housing. It is as 
much an urgent national problem as the constructing of highways in the 
Yukon. It certainly affects many more people as well as the continued well
being of the already developed and economically important urban growth 
areas of the nation. It is as much a national problem as is the need for new 
hospital construction to which the Federal Government has already made 
substantial contributions. It is the immediate and urgent bottleneck in the 
national housing program and until it is resolved, it will continue to frustrate 
the basic aims of the National Housing Act.

So far as the speculative potentials that may arise consequent upon ex
tending water and sewer facilities to new housing areas is concerned, the 
answer, again, may be trite, but the fact is that it has been the very lack of 
such facilities that, to a very considerable extent, has already created specula
tion in urban land values. Being mindful of the possibility, however, it seems 
reasonable to expect that safeguarding measures could be instituted whereby 
the speculative possibilities could be reduced to their minimum and which, 
indirectly, could recoup for public purposes a goodly portion of the unearned 
income which otherwise would accrue to the landowner. Tax experts are 
not without ingenuity in such matters. Certainly, appropriate measures have 
long been needed to curb the completely unwarranted, if not vicious, land 
speculation which has characterized urban real estate since the end of the war.

Municipal governments would concur with most of the views put forward 
to the Committee by previous witnesses. It would be redundant, therefore, to 
elaborate at any great length on the well-informed and expert testimony 
which the Committee has already had from these authorities. There are one 
or two observations, however, which perhaps should be made.

Previous witnesses have referred to the rigidities and other problems 
they have come up against in connection with local building and zoning by
laws. The complaints were not spelled out in detail. Therefore it is difficult 
to know just what the difficulties were. But, in general, it can be said that
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the building codes in most Canadian municipalities today are either modelled 
on the National Building Code, or are, in fact, precisely the National Building 
Code. I cannot imagine that municipal governments would want to lower the 
standards which, after many years of very careful evaluation by competent 
engineers, architects and construction people, have been incorporated in the 
National Building Code. It would be a backward step were they to do so. 
There may be some local rigidities that have crept in, but, by and large, muni
cipal building standards across the country have been raised to a much higher 
standard than hitherto and municipal governments would view with con
cern any suggestion that they should be seriously modified.

So far as zoning ordinances are concerned, here, again, municipal govern
ments have been endeavouring, in the interest of the total community, to 
hold the line with respect to the improved zoning standards that they have 
been able to achieve. Poor zoning, or the lack of it in the past, has led to 
great abuse in land usage and it will take a long time to correct some of the 
bad usage which is now on the land. On balance, municipal governments are 
reasonable and where it can be demonstrated that, in fact, a local zoning 
ordinance is prejudicial to some desirable housing development, modifications 
can be arrived at.

Municipal governments share the views expressed by earlier witnesses 
with respect to the need for producing low-cost housing that will be within 
the ability of low-income families to afford. But they would be opposed to 
achieving a low-cost house at the price of lowering the minimum standards 
which have been built up. It is not true that a house built today is built 
merely for this generation. The fact is that it will serve well beyond this 
generation. We must be mindful, therefore, both with respect to the site 
location of low-cost housing, its design and its component building materials, 
that it will be so conceived and constructed that in fact when it is completed 
it will be something more than merely the incipient beginning of a future 
slum.

We have covered a lot of the waterfront without examining in too great 
detail the municipal position with respect to the continuing housing problem. 
Suffice it to say that the municipal governments have a very great interest in 
the problem, particularly with respect to low-cost and low-rental housing 
where the greatest gap in the national housing program has been. In large 
cities particularly there is need for low-cost and low-rental housing. The 
migratory nature of employment in large cities creates a problem. The fact 
that a man is employed in one area of the city one day and next week is 
employed miles away on the other side of the city adds to the problem. The 
fact that you have a heavy concentration of low-income workers in large 
cities aggravates the problem.

For those and other reasons the municipal governments would like to 
see low-rental housing and they would like, moreover, to be getting on with 
the job of slum clearance and urban renewal. The desire is there, the means 
to do it are not.

Back in February a delegation from the Federation met with Prime 
Minister Diefenbaker. Among the things discussed was the whole matter of 
housing. A submission was left with the Prime Minister and we can do no 
better today than to quote from that section of it dealing with the matters 
now under consideration by the Senate Committee.

In brief, the Federation memorandum called upon the Federal Govern
ment to extend its participation in low-rental housing and urban renewal 
projects under the National Housing Act by substantially increasing its share 
of the cost of clearing blighted sub-standard areas. It moreover asked that 
the municipality’s share of such costs be advanced to the municipalities to be 
repayable by them over a period of years. Finally, it asked that the cost of
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financing main sewers and watermains in new neighbourhood developments 
be financed by the Federal Government within the framework of the de
development provisions of the National Housing Act.

There will be some questions that members of the committee will want to 
ask me and, for which, I am at your complete disposal.

The Chairman: On behalf of the committee and on my own behalf, Mr. 
Mooney, I would like to thank you very much for your presentation at this 
time. The meeting is open to questions.

Senator Lambert: I was very pleased to see the emphasis you made upon 
the importance of municipal expansion as to sewage facilities. As you know 
very well we have in the federal district and in the municipality of the city of 
Ottawa a problem which has been given first priority by a joint Parliamentary 
Committee dealing with this question. Just in that connection I would like to 
ask you if I am not right in assuming that the province of Ontario, through 
its water resources legislation and its present commission, in which Dr. Berry 
has been very prominent, provides very liberal and generous financial assist
ance to any municipality within Ontario which wishes to establish a sounder 
method of sewage disposal and water supply than has existed in the past? 
I believe they have a plan, a 30-year amortization financing scheme, which 
is available to any municipality in the province. I understand too that this 
legislation is meeting with general support in this province.

I am emphasizing this because I think municipalities do not catalogue 
as strictly as they should and turn to real estate activities in suburban areas 
at the expense of something that is basic and fundamental, and I am inclined 
to think that a good deal of this housing may become a surplus commodity 
on the market.

Mr. Mooney: I am not at all sure, Senator Lambert, that the policy of 
the Ontario Water Resources Board is as extensive as you suggested it is in 
so far as making low-interest money available for financing the cost of sewers 
for all municipalities in this province. Whether it could be extended to the 
cities of Ottawa, Hamilton, Toronto or Windsor, for instance, I am not sure. 
Certainly it has not been so extended as of the moment.

My impression is that the intention of the legislation is aimed at these 
municipalities who require these services but who because of their financial 
limitation are not able to finance the cost themselves. In practice the Board 
is probably assisting marginal municipalities who otherwise would be unable 
to proceed with such undertakings. The municipal governments are learning 
rapidly, Senator Lambert, the wisdom of planning their capital works programs 
and giving them priority. The capital works budget has become an important 
feature in the financial planning of most large cities, and there is an increasing 
practice to give priority to these projects. We have some interesting examples 
where this is not in effect but despite those examples it is fair to say that 
in general the policy of financed works planning is being pursued.

I do not share entirely the view, Senator Lambert, that new housing 
development in suburban communities—the housing stock that has been 
constructed—is threatening to become a glut on the market or that there 
has been an over-expansion or overdevelopment. However, there could be 
and we must be mindful of that possibility.

Senator Lambert: I think we have had evidence before this committee 
already that there is such a surplus.

Mr. Mooney: It is possible there is a demonstrable surplus in some areas 
but this would not characterize, in my view, as I know this country, the 
overall situation at the moment.

The Chairman: And it would be at certain price levels too.
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Mr. Mooney: Oh, very definitely, Mr. Chairman. There is a slowing down 
in the effective demand for housing over and above $15,000, $16,000, $17,000. 
There has been a bit of levelling off at this price range in a number of areas 
across the country, but the demand for a house from $12,000 to $15,000 and 
lower is consistently high.

Senator Molson: In your brief, Mr. Mooney, you deal at length with big 
pipes. It is one of the problems that we have had put before this committee 
very forcibly. If in addition to this problem we include the problem of sewage 
disposal and water pollution, I take it that this would be so far beyond the 
capacity of most of our municipalities that it isn’t being dealt with as a 
present problem in this brief.

Mr. Mooney: It is not dealt with in this brief because in a sense it is one 
step removed from the immediate matters under consideration by the com
mittee. But it is a problem all across the country, Senator Molson. Some 
municipalities have entered into construction projects on sewage disposal 
undertakings, and the matter certainly is a lively subject in many areas, 
particularly areas that border on lakes and rivers where there is an added 
pollution factor consequent upon the fact there is no adequate sewage treat
ment of the water, and the sewage goes into the rivers and lakes.

Senator Molson: Isn’t it true that around Montreal, where all bodies of 
water are polluted, one town takes the water that has been polluted by 
another town farther up the river, then purifies it and uses it and then the 
water goes back into the river in a polluted condition and the next town has 
to go through the same procedure?

Mr. Mooney: Well, it would appear that that would be the end result 
of the recent sewage treatment plants construction in some municipalities on 
Lake St. Louis, in fact they will merely be purifying the polluted water they 
received and turning the purified water back into the river to be polluted again 
as it moves down the stream.

Senator Lambert: That is the process that takes place all the way from 
Ottawa to Montreal.

Mr. Mooney: This is a great national problem, and there is growing 
concern with respect to the matter.

Senator Lambert: There is the Pollution League in Montreal. I wondered 
if it was making any headway there.

Mr. Mooney: Well, it continues to decry the problem.
Senator Isnor: I was going to make the same comment and ask questions 

about the subject raised by Senator Molson. I had a note here, concerning 
page 16, but it has been answered, so I have nothing further to say, except 
that I would ask Mr. Mooney if he would be good enough to tell us the date 
when this was prepared.

Mr. Mooney: Yesterday, sir.
Senator Campbell: I was wondering if the witness was directing his 

brief first, to the trunk sewer problem or the water main and sewer within 
the subdivision?

Mr. Mooney: No. When I used the word “water main” and “trunk sewer”, 
I was not referring to the lead on water pipes or sewers or to the so-called 
laterals that feed into a residence; that is the responsibility of the owner of 
the building, and normally forms part of the mortgage and as such becomes 
an integrated part of the ongoing amortization of the house.

Senator Campbell: You are speaking mainly of the trunk sewers?
Mr. Mooney: Yes.
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Senator Campbell: What specifically do you suggest that the federal 
Government should do? Do you suggest it should make loans available to the 
municipalities and finance its undertakings, or enter into the construction 
industry?

Mr. Mooney: I would suggest that federal participation could be one of 
two ways. One, a direct, outright grant for the construction costs of water 
mains and trunk sewers, or to make available a loan at a moderate rate of 
interest to cover the cost, and when I use the word “moderate”, I means better 
than moderate.

Senator Campbell: Well, this has been the type of discussion with past 
governments, has it not?

Mr. Mooney: We have been discussing this matter of moderate interest 
rates for municipal capital fund borrowings for a number of years, and we 
have suggested in the memorandum we left with the Prime Minister back in 
February that there be established a federal-municipal loan fund that would 
make available to the municipal governments a capital fund at a low interest 
rate over an extended period of amortization. If such a fund was available it 
might well be that it would be the source that the municipalities would borrow 
from to construct these undertakings.

Senator Horner: What rate of interest would you suggest, 2 per cent?
Mr. Mooney: Yes, I think that is a fair idea of what I mean by moderate.
Senator Lambert: I suppose you are aware, Mr. Mooney, of the Muni

cipal Grants Act, which is a federal disposition, payable to the municipalities 
to cover all costs relating to federal property located in any municipality?

Mr. Mooney: Yes, I am very familiar with the Municipal Assistance Act, 
Senator Lambert, As you now know, while it is still on the statute, it is 
moribund. It really never fulfilled the purpose it was set up to achieve. There 
were very limited loans made under the act. The total fund was to be $30 
million. The amount of money which any municipality could borrow under 
the fund was related to that $30 million based on the per capita relationship 
of the borrowing municipality to the total population of Canada. In effect it 
would have meant, as far as Montreal was concerned, that Montreal could 
have borrowed about $250,000. Well, you can just see how far $250,000 worth 
of borrowing would assist the financing of the capital needs of Montreal. 
Multiply that across the country and it means that the thing was innocuous— 
ineffective.

Senator Lambert: If I might say so, you are referring to something dif
ferent from what I asked about.

Mr. Mooney: I am sorry, sir.
Senator Lambert: The Municipal Grants Act is based on the servicing 

of the properties that the federal Government owns in different municipalities, 
and the fund, that was distributed over 100 municipalities, amounted last 
year, I think, to somewhere around $8 million or $9 million, but that was to 
take care of the assessment and taxes and the services of water, and so on, 
relating to the Government institutions. But in view of your recommendation, 
I was just thinking that if the federal Government or the federal authorities 
take on more responsibility for municipal affairs, that act is there, which could 
be amended, of course, to meet something of your needs.

Mr. Mooney: Hardly, Senator Lambert, for this reason: The Municipal 
Grants Act, to which you referred, and about which I misunderstood you, is 
an act providing for ex gratia payments in lieu of taxes on federal crown 
departmental property located in municipalities. Now, there would be very 
little if anything in the way of federal crown property in some of the newer 
suburban localities where it is needed, so it would not provide the need.
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Senator Lambert: It is limited?
Mr. Mooney: Yes.
Senator Crerar: I have a few questions I should like to ask the witness. 

In the brief presented to the Prime Minister and his colleagues, which you 
quote at the end of your memorandum, it would mean substantial contributions 
by the federal Government for the purposes you have mentioned there, such as 
the cost of clearing blighted areas, the cost of financing main sewers and 
water mains, and new neighbourhood developments. Have you made any 
estimate of what amount of money would be required for that?

Mr. Mooney: It would be a vast amount of money.
Senator Crerar: Would you agree that if the federal Government did this 

for one city like Montreal it would be under an obligation to do it as a matter of 
policy right across the country?

Mr. Mooney: Oh, yes.
Senator Crerar: But you do not know what money would be required?
Mr. Mooney: It would be of the range of many millions of dollars annu

ally, Senator Crerar. If we are to get on with the job of slum clearance, if we 
are to get on with the job of urban renewal and re-development and make our 
cities functional for the times in which we live, to refurbish them as they 
need to be refurbished, to clear out the obsolescence, to make them fill the 
purpose which modern urban living requires, then there is a vast amount of 
municipal improvement re-development cost that has to be faced up to. The 
capacity of the municipal Governments of this country to undertake such a 
program will be limited of course by the amount of manpower available, the 
amount of materials available, and the amount of money available annually 
for such undertakings. But the program, before it would be finished, would 
be a program that would extend over a period of 25, 30, 40 years, and maybe 
longer. But the municipal Governments as of the moment are not in a position 
to initiate or undertake this task of urban renewal because they are unable to 
finance the costs involved.

Now, the idea is already provided for in the National Housing Act. The 
section on urban renewal and redevelopment has provided facilities whereby 
the federal Government will participate to the extent of 50 per cent with the 
municipality in the purchase and clearance of the land—the federal govern
ment will pay 50 cents on the dollar. Section 36 of the National Housing Act 
provides that you can use some of that land as you would want to do, and as a 
matter of fact legislatively are required to do, for a certain amount of public 
low rental housing, and the federal Government provides 75 cents on the dollar 
for capital cost purposes for such undertakings.

What we have said to the Prime Minister is that the 50-50 participation 
envisaged under the urban renewal sections is not in itself sufficient to enable 
the municipalities to venture in any large way into such costly undertakings.

Senator Crerar: Mr. Chairman, I have listened with very much interest 
to Mr. Mooney’s presentation. But may I say, Mr. Mooney, that your proposal 
vis-à-vis the federal Government is a two-pronged one—you are asking the 
federal Government first to make available a loan at low interest rates to 
municipalities of money for these developments and also to give outright 
grants. Now, the federal Government is finding it necessary in its financial pro
gram to issue long-term bonds at a rate of 4£ per cent. You would want the 
money substantially cheaper than that, I suspect.

Then again, the requirements that you mentioned a moment ago would run 
into very considerable sums of money and the federal Government had a 
deficit this year of $650 million or thereabouts, and the Canadian Tax Founda
tion of Toronto, which is a very responsible body, predict from their studies 
that these deficits will continue for a number of years.
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Would you agree that it is desirable to put the country further in debt 
to carry through these undertakings?

Mr. Mooney: Not necessarily, but it may require, Senator Crerar, that as 
a national community we re-examine where we are now spending money, 
and perhaps we have come to the point as a nation when the total public 
revenues available to all levels of Government, and the present services and 
activities of all levels of Government should be re-examined with a view to 
asking ourselves as a nation whether in effect the money we are able to spend 
is being spent in places where it is desirable, at the moment, to spend it.

I have suggested, and I underline, that because the problem of urban 
growth and development with all its attendant heavy financial costs is so 
heavy, that I think as rate-payer citizens in the communities we come from 
are all saying we have got to do something about it. I have underlined that 
this cannot be, that these major undertakings that are before the municipal 
Governments of the country cannot be proceeded with because they are finan
cially unable, with their limited resources, operating in the kind of a financial 
straight-jacket in which they have to operate, they are unable themselves to 
undertake and commit the communities that they administer to these heavy 
obligations. We have reached the point, in my view, when as a nation we 
have got to see the parallel interest that exists between all levels of Govern
ment, federal, municipal and provincial in these problems that affect urban 
well-being.

The lively and vital interest of the Federal Government is already demon
strated by the fact that we do have a National Housing Act which does make 
available money for urban housing and other related measures. We do recog
nize in part the element of parallel interest but we have not recognized suffi
ciently the idea or the necessity that because of this parallel interest there 
must be some inter-fiscal sharing, parallelwise, in the cost involved.

Senator Robertson: I too have enjoyed very much your presentation but 
there is one thing I would like to ask you. Running through your brief is 
the idea, it seems to me, of direct relations between the federal and the 
municipal Governments. You seem almost to entirely eliminate the provin
cial Governments? Why is that?

Mr. Mooney: I have not suggested, Senator Robertson, that the provincial 
Governments be eliminated nor does the brief suggest that. On the contrary 
we concede and admit in the brief, and point out that the municipalities are 
part of the constitutional framework whereby they are the creatures of their 
respective provinces. The municipal Governments contend very strongly 
that in these matters such as we have been discussing that the provinces 
should be involved finance-wise and otherwise.

Senator Robertson: For instance, you said that in the representations 
made to the Prime Minister that a federal-municipal fund be created. Why 
would not the provincial Government be included?

Mr. Mooney: I would have no objection.
Senator Robertson: I realize you do not have any objection but why would 

the provinces be excluded?
Mr. Mooney: Senator Robertson actually that term Federal-Municipal 

Fund is a term which the municipalities created based on the proposition that 
there had been more or less the equivalent of that in the Municipal Assistance 
Act of 1935 which was a Federal-Municipal Loan Fund. The provinces of 
course had to agree and I understand that they had to participate as guarantors 
in any loans made to the municipality, but in effect it was a direct loan fund 
between the federal agency and the municipal Government.

Senator Dupuis: Mr. Chairman, may I ask a question of our good friend Mr. 
Mooney, who we must congratulate for a well drafted brief?



200 STANDING COMMITTEE

I would like to know from him how he can reconcile the low rent of 
housing with the high cost of land. For instance, as he knows very well, 
in the slum district in the centre of the city of Montreal there is a housing 
project which has been accepted by many bodies in the city of Montreal and 
by the federal Government; but, at that place the cost of land is $10 a foot. 
As he has already said, if we add the cost of the building to the cost of the 
land, and the federal Government is bound to pay 50 per cent, how then can 
he reconcile the low rent in the city of Montreal with the high total cost of 
these buildings? Those people in that area were paying from perhaps $15 to 
$25 a month, but with the completion of this building project, if it is ever 
completed, there will be huge costs to the country and to the city of Montreal; 
and one of the costs involved in that of the land. Therefore, would it not 
be better to go outside the city of Montreal and buy low cost land, as was 
suggested, on the Domaine St. Sulpice?

Mr. Mooney: I do not wish to get into a discussion about what is being pre
sently done in Montreal, and there is a similar development in Toronto; how
ever, I do want to say to Senator Dupuis, that the people who lived in that area, 
which has been described for the most part as a slum area, live there first be
cause of the depressed values of the property which they rent very cheaply, 
and secondly because there were no attendant costs for transportation and other 
things. In cities like Montreal, Toronto and Winnipeg there will always be need 
for low-rental housing close to the core of the city, and if you do not pro
vide re-housing for those people who are displaced from a slum area in a nearby 
area you have really not solved part of the problem that you have set out to 
solve, namely, to find ways and means whereby low income families can 
obtain decent housing at a minimum cost, and at the same time not add to their 
burden extra costs that are inherently involved if they have to go out to 
such places as Domaine St. Sulpice, which is four or five miles away.

Senator Dupuis: Mr. Chairman, the witness is diverting the question to a 
social one. It seems quite proper not to displace these people for a certain 
time, but I am talking about the cost of these houses, and asking him how he 
can reconcile the low cost of renting them with the price of building them. 
Would it not be better from a financial point of view to take these places over 
in the centre of the city and use them for business purposes?

Mr. Mooney: You could certainly build equivalent housing at lower cost if 
you had cheaper land cost.

Senator Dupuis: We have cheaper land available in Montreal.
Mr. Mooney: But you still would not resolve one of the problems you set 

out to resolve when you decided to eliminate the slums to provide decent 
housing for those people because, for the most part, they will require to live in 
the area in which they now live.

Senator Dupuis: Was any census taken to determine that?
Mr. Mooney: I understand there was a very comprehensive survey.
Senator Dupuis: I never heard that they were consulted to determine 

whether they preferred new housing to a house in that very expensive area.
Mr. Mooney: I am quite sure such a survey was made of the entire area 

before the project was proceeded with. In fact, it would greatly surprise me 
if Central Mortgage and Housing Corporation did not require such a survey 
before the construction was proceeded with.

Senator Dupuis: Am I right, Mr. Chairman, in understanding from the 
witness that I was correct in my belief that the land values in part of the slum 
clearance area was $10 or $15 a foot?

Mr. Mooney: Of those proportions.
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Senator Dupuis: In your brief you mention two districts around Montreal 
which were lacking a sewage system. Without asking you the names of those 
municipalities, may I ask if they are on the Island of Montreal?

Mr. Mooney: They are contiguous bridgehead communities. I would be 
glad to give the names in confidence to the chairman.

The Chairman: The names may be given to Senator Dupuis.
Gentlemen, we have exhausted our quorum, and we must adjourn. May 

I thank you, Mr. Mooney, not only for your brief, but for your very excellent 
efforts in answering and trying to satisfy the inquiries of the senators.

The meeting adjourned until Thursday, July 31st, 1958.
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APPENDIX I
Capacity or University Student Residences Related to Fuli^time Enrolment in 23 Canadian Universities, 1957-1958.

Men Women Total

University Cap.1 Enr.2 %= Cap.1 Enr.2 %6 Cap.1 Enr.2 %3

Atlantic Provinces
Memorial University of Newfoundland............................ — 663 — ’ --- 348 — — 1,011 —
Dalhousie University............................................................. .......................... 37 1,103 3 100 284 35 137 1,387 10
Nova Scotia Technical College........................................... — 278 — — 1 — — 279 —
St. Mary’s University4........................................................... .......................... 230 323 71 — 8 — 230 331 70
Mount Saint Vincent College................................................ — — — 175 311 56 175 311 56
Acadia University................................................................... .......................... 293 466 63 193 254 76 486 720 67
Mount Allison University5.................................................... .......................... 527 719 73 300 347 86 827 1,066 78
University of New Brunswick............................................. .......................... 85 1,211 7 70 152 46 155 1,363 11

Quebec
Laval University6.............................................................. . .......................... 325 2,913= 11 — OQrtf — 325 3,313 10
University of Montreal6......................................................... .......................... 115 3,330= 3 — 1,100= — 115 4,430 3
McGill University................................................................... .......................... 470 4,915 10 608 1,903 32 1,078 6,818 16
Sir George Williams College................................................ .......................... — 953 — — 197 — — 1,150 —

Ontario
Carleton University................................................................ 479 _ 166 — — 645 —
University of Ottawa4,6......................................................... .......................... 275 1,835 15 — 256 — 275 2,091 13
Queen’s University8............................................................... .......................... 220 2,009 11 311 553 56 531 2,562 21
University of Toronto9............................. .......................... 883 7,823 11 600= 2,844 21 1,483 10,667 14
McMaster University................................................... .......................... 100 876 11 135 292 46 235 1,168 20
University of Western Ontario6......................................... .......................... 310 1,767 18 204 691 30 514 2,458 21
Assumption University of Windsor5................................... .......................... 150 718 13 50 151 30 200 869 25

Western Provinces
University of Manitoba6.................................................... .......................... 400 2,477 16 200 848 24 600 3,325 18
University of Saskatchewan6............................................... .......................... 245 2,511 10 105 766 14 350 3,277 11
University of Alberta9.................................... .......................... 588 3,073 19 152 1,143 13 740 4,216 18
University of British Columbia......................................... .......................... 780 6,314 12 202 2,291 9 982 8,605 11

Total 6,033 46,756 13 3,405 15,30 22 9,438 62,062 15

Notes:
1 Capacity of residences. Sources: university calendars; Commonwealth Uni
versities Yearbook, 1958.

«Enrolment of full-time undergraduate and graduate students at Dec. 1, 1957. 
Source: Dominion Bureau of Statistics, Fall Enrolment in Universities and 
Colleges, 1957.

•Capacity as percentage of enrolment.
‘It seems likely that the residences serve secondary school students as well 
as university students.

•Including 32 apartments for married students—counted as capacity for 32 
men.

•Exclusive of affiliated colleges.
’Including Macdonald College.
•Including capacity for 34 men and 21 women in co-operative residences, 
not owned by the university.

•Including associated colleges on the same campus.
•=estimated
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APPENDIX II

AMORTIZATION TABLES

The tables show the montly rates required to amortize investments of 
$2,500, $5,000, $7,500 and $10,000 at rates of interest of 2, 3, 4, 5, 6, 7 per cent 
per annum compounded yearly. The rents are collected nine months every 
year. Table 1 assumes the rents can be collected for 20 years; Table 2, for 30 
years and Table 3 for 40 years. The figures are rounded to the nearest dollar.

For illustration, suppose an investment of $5,000 per student is made in a 
building which lasts for 30 years, the interest rate being 3 per cent per 
annum. The rent per student each month required to amortize the investment 
is $28.

20 Years 2% 3% 4% 5% 6% 7%

2.500 ................................................................ 17 19 21 22 24 27
5,000.................................................................. 33 37 41 44 48 53
7.500 ............................................................... 50 56 63 66 72 81

10,000................................................................. 67 74 82 88 96 106

30 Years 2% 3% 4% 5% 6% 7%

2.500 ............................................................... 11 14 16 19 20 22
5,000................................................................. 22 28 32 38 40 44
7.500 ............................................................... 33 42 48 57 60 66

10,000 ................................................................. 44 56 64 76 80 88

40 Years 2% 3% 4% 5% 6% 7%

2.500 ............................................................... 8 12 14 16 18 21
5,000................................................................. 17 24 28 32 37 42
7.500 .................................................................... 24 36 42 48 54 63

10,000 ...................................................................... 33 48 56 64 74 84

APPENDIX III

Financial Estimates Regarding the Construction and Operation of a Student 
Housing Project for 752 Students on the Campus of the University of British 
Columbia.

Capital Cost
Land (University Campus) ................................................................ nil
Residences

a) Buildings........................................................................................ 2,940,000
b) Furniture and Equipment ....................................................... 330,000

Dining Facilities
a) Building ........................................................................................ 400,000
b) Equipment .................................................................................... 100,000

Services and Utilities
a) Water, Sewers & Drains ........................................................ 30,000
b) Heat................................................................................................ 50,000
c) Electricity, Telephones & Fire Alarm.................................... 50,000
d) Roads & Parking......................................................................... 50,000

Landscaping .................................................................................................. 30,000

Total Capital Cost .................................................... 4,000,000
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Annual Operating Costs and Revenues
Revenue

Regular Session
752 students @ $70 for 7 months.......................................... 370,000

Summer Session
752 students @ $105 ............................................................... 75,000

Conventions and meetings during May and June @ \
occupancy ................................................................................... 65,000

Total Revenues ......................................................... 510,000
Operating Expenses

Food and Housing services............................................................. 400,000

Net Revenue............................................................... 110,000

Annual Cost of Interest and Amortization of Loan over 50 years

Amount of annual payments at various interest 
Equity Loan Total rates and various amounts of loan

3% 3\% 4% 4i% 4J%
4,000,000 4,000,000 155,462 170,535 186,201 202,409 210,700

1,000,000 3,000,000 4,000,000 116,596 127,901 139,651 151,807 158,025
2,000,000 2,000,000 4,000,000 77,731 85,267 93,100 101,204 105,350

As indicated in the above table the annual net revenues of approximately 
$110,000 would carry (a) close to two-thirds of the annual cost of interest and 
amortization at an interest rate of 3% and (b) about one-half the annual cost 
of interest and amortization at an interest rate of 4$%.

APPENDIX IV
Exchange of correspondence between Dr. T. H. Matthews, Executive Secretary, 
National Conference of Canadian Universities, and Hon. H. C. Green, Minister 
of Public Works, May and June, 1958
Dr. Matthews to Mr. Green, 12th May, 1958.

I have been asked by the Board of Directors of the National Conference 
of Canadian Universities to enquire whether the Federal Government would 
be willing to consider making loans available through the Central Mortgage 
and Housing Corporation to the universities of Canada for the construction of 
residences for staff and students.

If such loans are contemplated, I should be most grateful if your Depart
ment would let me know the conditions under which they would be made.
Mr. Green to Dr. Matthews, 6th June, 1958.

In your letter of May 12th you advise that you have been asked by your 
Board of Directors to enquire whether the Federal Government would be 
willing to consider making loans available through Central Mortgage and 
Housing Corporation to Canadian universities for the construction of residences 
for staff and students.

I assume that your Board has in mind section 16 of the National Housing 
Act which provides assistance in the construction of low rental self-contained 
units to Limited Dividend companies. For reasons of policy we have not used 
the Limited Dividend plan to produce housing for special groups. You will



FINANCE 205

appreciate that any such assistance for one group would involve consideration 
of a great variety of other groups, for example nurses and staffs of public 
institutions.

The term “housing project” for purposes of section 16 is confined to self- 
contained accommodation. The financing of dormitory accommodation by means 
of the National Housing Act would require legislation to permit such loans.

The whole question of housing at colleges and universities is currently 
being studied and is one aspect of the housing problem that will be examined 
very carefully when possible amendments to the National Housing Act are 
being considered.

APPENDIX V

NATIONAL CONFERENCE OF CANADIAN UNIVERSITIES 
Universities of the Conference

Acadia University 
University of Alberta 
Assumption University 
Bishop’s University 
Brandon College 
University of British Columbia 
Carleton University 
Dalhousie University 
University of King’s College 
L’Université Laval 
University of Manitoba 
McGill University 
McMaster University 
Memorial University 
Université de Montréal 
Mount Allison University 
Mount Saint Vincent College 
University of New Brunswick 
Nova Scotia Agricultural College 
Nova Scotia Technical College 
Ontario Agricultural College 
Université d’Ottawa 
Queen’s University 
Royal Military College of Canada 
St. Dunstan’s College 
St. Francis Xavier University 
Université Saint-Joseph

St. Mary’s University 
University of Saskatchewan 
University of Sherbrooke 
Sir George Williams College

University of Toronto 
University of St. Michael’s College 
Trinity College 
Victoria University 
University of Western Ontario 
National Research Council 
Canada Council

* Special membership

Wolfville, Nova Scotia 
Edmonton, Alberta 
Windsor, Ontario 
Lennoxville, Quebec 
Brandon, Manitoba 
Vancouver 8, British Columbia 
Ottawa, Ontario 
Halifax, Nova Scotia 
Halifax, Nova Scotia 
Quebec, Quebec,
Winnipeg, Manitoba 
Montreal, Quebec 
Hamilton, Ontario 
St. John’s Newfoundland 
Montreal, Quebec 
Sackville, New Brunswick 
Halifax, Nova Scotia 
Fredericton, New Brunswick 
Truro, Nova Scotia 
Halifax, Nova Scotia 
Guelph, Ontario 
Ottawa, Ontario 
Kingston, Ontario 
Kingston, Ontario 
Charlottetown, P.E.I.
Antigonish, Nova Scotia 
Saint Joseph, Cte West,

New Brunswick 
Halifax, Nova Scotia 
Saskatoon, Saskatchewan 
Sherbrooke, Quebec 
1435 Drummond Street, Montreal, 

Quebec
Toronto, Ontario 
Toronto, Ontario 
Toronto, Ontario 
Toronto, Ontario 
London, Ontario 
Ottawa, Ontario 
Ottawa, Ontario
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Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
June 11, 1958.

The Honourable Senator Aseltine moved, seconded by the Honourable 
Senator Quinn—

That the names of the Honourable Senators Brunt, Emerson and Thorvald- 
son be added to the list of Senators serving on the Standing Committee on 
Finance.

The question being put on the motion, it was—

Resolved in the affirmative.

J. F. MacNEILL, 
Clerk of the Senate.
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The Honourable C. G. Hawkins, Chairman
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Farris Pearson
Fraser Petten

Pratt 
Quinn 
Reid 
Roebuck 
Robertson 
Smith (Queens- 

Shelburne) 
Stambaugh 
Taylor (Norfolk) 
Thorvaldson 
Turgeon 
Vaillancourt 
Vien 
White
Woodrow—44

( Quorum 9)

*ex officio member.



ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate

Tuesday, May 20, 1958.

With leave of the Senate,
The Honourable Senator Aseltine moved, seconded by the Honourable 

Senator Pearson—
That the Report of Central Mortgage and Housing Corporation for the 

fiscal year ended the 31st of December, 1957, be referred to the Standing 
Committee on Finance for consideration and report.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

J. F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, July 31, 1958.

Pursuant to adjournment and notice the Standing Committee on Finance 
met this day at 10.30 a.m.

Present: The Honourable Senators Hawkins (Chairman), Connolly 
(Ottawa West), Crerar, Gershaw, Haig, Horner, Isnor, Lambert, Pearson, 
Pratt, Smith (Queens - Shelburne), Thorvaldson, Turgeon and White—(14).

In attendance: The Official Reporters of the Senate.
Consideration of the order of reference of May 20th, 1958, was resumed.
The following were heard and questioned by members of the Com

mittee:—
Mr. Louis A. Rice, President, and Mr. W. G. Clements, Secretary- 

Manager, Toronto Metropolitan Home Builders Association.
Mr. Stewart Bates, President, Central Mortgage and Housing Corporation.
At 1.10 p.m. the Committee adjourned to the call of the Chairman.

Attest.
John A. Hinds,

Assistant Chief Clerk of Committees.
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THE SENATE
STANDING COMMITTEE ON FINANCE

Ottawa, Thursday, July 31, 1958.

EVIDENCE
The Standing Committee on Finance, to which was referred the report of 

the Central Mortgage and Housing Corporation for the fiscal year ended 
31st December, 1957 met this day at 10.30 a.m.

Senator Hawkins in the Chair.
The Chairman: Gentlemen, the hour of 10.30 has arrived and we have a 

quorum. We have with us this morning two of the officers of the Toronto 
Metropolitan Homebuilders’ Association. We also have with us this morning 
Mr. Stewart Bates, President of Central Mortgage and Housing Corporation, 
the Steering Committee having decided that it would be wise to have Mr. 
Bates present at this last meeting of the committee to sort of tidy up and wind 
up the proceedings.

First of all I will introduce Mr. Louis A. Rice, president, and Mr. W. G. 
Clements, secretary-manager, of the Toronto Metropolitan Homebuilders’ 
Association.

Mr. Clements will deliver the brief on behalf of the Association.

W. G. Clements. Secretary-Manager, Toronto Metropolitan Homebuilders' 
Association, Toronto, called.

Honourable senators, the Toronto Metropolitan Home Builders’ Associa
tion has been continuously active since its incorporation in 1921. It has a 
membership of approximately 600, consisting chiefly of merchant builders but 
also including supply and service firms and sub-contractors in the house building 
industry. This organization is an affiliate of the National House Builders 
Association which has already appeared before you. However, we appreciate 
the privilege of presenting information on matters affecting house building 
costs and financing, particularly as they apply to a rapidly growing area such 
as Metropolitan Toronto, for which we speak.

Firstly, may we say that at the centre of today’s housing problem is the 
need to bring costs down within the grasp of the maximum number of wage 
earners. As an Association we built some demonstration low rental units in 
1954 which, with government co-operation in regard to land acquisition, our 
members hoped to be able to produce in quantity to rent at $58 monthly. Over 
6,000 cards expressing a desire to rent such accommodation were received from 
visitors to the houses. The project did not materialize, but the response did 
further convince us of the need for lower cost accommodation.

To reach the average wage earner, every housing dollar that can be saved 
without impairing structural or financial soundness must be saved. A house 
selling at the average NHA price of $14,362, and with a mortgage of $12,527, 
requires an annual income of $4,452, on the 27% debt ratio basis. In other words, 
every $1,000 of mortgage means a difference of approximately $7.00 in the 
weekly pay envelope required to qualify for the mortgage.

While builders were highly pleased with CMHC’s recent change to a 27% 
debt ratio basis, we might point out that some lending institutions refuse to 
recognize it and still insist upon the old 23% basis. At least one company will 
accept the 27% on direct loans only; not on regular NHA insured mortgages. 
Where the 23% basis is used, every $1,000 of mortgage means a difference of
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$8.00 in the weekly pay required. These amounts may sound small, but they 
have real significance in their effect on the number of potential home owners.

By far the greatest obstacle to the building of low cost housing in the 
Metropolitan Toronto area, is the expense of developing land for building 
purposes. May we examine the reasons for this situation.

Prior to 1946, the cost of supplying services such as paved roads, curbs 
and gutters, sewers, watermains and sidewalks were met chiefly by taxes raised 
under local improvement by-laws. Since then a practice has developed under 
which all of these costs are loaded upon the house purchaser as part of the 
original purchase price.

It has become standard practice for municipalities within the Toronto area 
to demand the installation of every conceivable improvement as conditions of 
approval of a plan of subdivision. These requirements include the following:

1. Complete sanitary sewer systems and storm sewer systems.
2. Oversize sewers if necessary to serve areas beyond the limits of the 

subdivision.
3. Paved streets and undertakings to maintain them for two or three 

years after construction.
4. Sidewalks, curbs, street lights and signs.
5. Planting of trees and sodding of all front lawns and, in one case at 

least, sodding of the entire lot.
6. Contributions on a foot-frontage basis to cover municipal capital

expenditures.
A typical example of the cost of servicing building lots is outlined below:
Raw land (40 acres) ..................................................................... $209,075.00
Legal fees ............................................................................................ 1,113.00
Mortgage interest (18 months) ................................................. 22,800.00
Municipal taxes (18 months) ................................................... 5,025.00
Municipal park dedication .......................................................... 10,453.00

$248,466.00
Raw land cost per lot (222 lots) 248,466 ............................. $ 1,120.00

222
Cost per Lot

Raw land cost (as above) .......................................................... $ 1,120.00
Roads, curbs, sidewalks, sewers and water (double

connections) .............................................................................. 1,783.00
Storm outfall ..................................................................................... 95.00
Engineering fee @ 6.00................................................................. 113.00
Survey .................................................................................................. 25.00
Town planning consultants fee ................................................. 7.00
Municipal grant @ 35.00 per acre (engineering fee) ... 7.00
Municipal contributions @ 5.00 per lin. ft. frontage and

flankage ....................................................................................... 295.00
Municipal sewer inspection fee ................................................. 29.00
Municipal water meter ................................................................. 20.00
Performance bond (18 months) ............................................... 21.00
Maintenance bond (24 months) ................................................. 8.00
Company overhead ......................................................................... 98.00

Total ........................................................................................... $ 3,621.00

Serviced Lot Cost
Average width on 222 lots ......................... 44.7 ft.
Cost per frontage ft........................................ $81.00
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The foregoing example is picked at random from the Township of Scar
borough but the major dormitory municipalities in Metropolitan Toronto, 
namely Scarborough, Etobicoke and North York are comparable. Further, many 
requirements which originate in Toronto appear to establish trends which are 
subsequently adopted in municipalities right across Canada.

The example is quite conservative in that the municipal park dedication 
is computed at raw land cost. More common is the practice of the municipality 
taking several fully serviced lots or demanding a large cash contribution.

As recently as 1958, Scarborough has made additional demands as set out
below which have added a further $418.00 per lot to the costs:

f water service (separate connections) to lot ........................... $ 37.00
Separate sewer connections to lot .................................................... 98.00
Municipal 25' setback (additional length of sewer, drive,

water, sidewalk and sod) .......................................................... 23.00
Rear yard sodding (approx. 650 sq. yds. per lot) ...................... 235.00
Public Utilities Commission charge ............................................... 25.00

$418.00

All of the demands required to be met in processing a plan of subdivision 
increase the cost of providing building lots and it will be seen from the fore
going breakdown why the minimum price for serviced lands in Metropolitan 
Toronto today has now been driven beyond $4,500 per lot. As there is a direct 
relationship between the cost of the finished house and the cost of the lot it has 
become impossible to build houses for sale in the price bracket where the 
greatest need lies. Even in the case of a house selling at $15,000, the land cost 
alone represents about one-third of the total price.

Still another cost-adding factor is the demand made by many municipalities 
upon the subdivider and builder to provide industrial assessment on a per
centage basis. Residential building permits are not issued until proof is pro
vided that the industrial assessment is forthcoming. The subdivider thus finds 
himself in the position of fighting for industries and paying their assessments. 
The end result of all this is that the home purchaser subsidizes the industries. 
We appreciate the position of the municipalities in this matter, but a much 
more fair distribution of taxes might be obtained if all industrial and com
mercial assessments went directly to the province and were then equitably 
distributed back to the municipalities.

In addition to these growing expenditures, other factors, such as minimum 
lot size requirements and prohibition of the construction for sale of higher 
density multiple family residential units such as row housing, contribute to 
the increase of the cost of the finished product. One municipality, for example, 
now requires that frame houses be a minimum of 17 feet from the lot line; 
34 feet between houses.

This Association believes that some of these requirements are non-essential 
and might well be eliminated. On the other hand, the crux of the problem 
still appears to be the inability of the municipalities to finance those improve
ments which are quite properly considered as essential.

It is the submission of this Association that the Government of Canada, 
perhaps in co-operation with the Provinces, should find some way of helping 
to provide the basic services which are needed for proper housing. The pro
vision of trunk sewers, disposal plants, watermains and pumping stations has 
become much more than a matter of local concern. We submit that, since the 
problem appears to be beyond the financial range of the municipalities, there 
is an urgent need for help from higher government levels in this matter.

The provision of trunk sewers and watermains over adequate areas would 
also have the effect of balancing supply and demand in respect to land suitable
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for subdividing. At the present time there is so little land available for im
mediate servicing that a “sellers’ market” exists in regard to raw land prices.

May we also point out that the cost of developing land today has become 
a major financing operation because most municipalities demand that these 
services be installed before construction of houses is started. This restricts 
land development to those with large capital resources. As a result there is 
danger of this work falling into the hands of a few big companies.

We submit that another urgent need is for a steady, predictable supply 
of mortgage money. The recurring shortage of this “raw material” of house 
building impedes long range planning, keeps the industry in a chaotic state, 
lowers efficiency and adds to cost. We do not presume to suggest how this 
situation might best be overcome, but we do believe that this problem should 
be kept uppermost when government housing-finance policies are being for
mulated. Provision for the entry of the chartered banks into the mortgage 
lending field has already been a most encouraging move—as has the NHA 
residual lending plan.

We notice that under the present regulations, direct, residual loans are 
available to home-owner applicants in centres with populations in excess of 
55,000. Speaking particularly for the Metropolitan Toronto area, this Associa
tion submits that mortgage loans of the home-owner applicant type do not 
lend themselves to the best use of the funds which are available. They are 
not in accord with accepted practice among home buyers.

The subdivider sells lots wholesale to the merchant builder who uses 
production type techniques to keep costs and sale prices at a minimum. In 
these circumstances the individual finds it almost impossible to buy a single 
lot. Even if he were able to do so it would be of doubtful advantage to him. 
The place for home-owner applicant loans would appear to be in the $20,000- 
and-over price bracket. Here the owner can usually afford to pay the price 
for custom styling and building. But this is a field for conventional rather 
than NHA financing.

In seeking means by which costs can be reduced, the mortgage insurance 
fee charged by CMHC and which is added to the amount of the mortgage, has 
received some scrutiny. However, this Association would concur with the 
opinion that against liabilities of $1£ billion, the amount of $30 million now 
accumulated in the fund cannot be considered as excessive. We would agree 
that it is prudent to allow the 2% rate to remain and that the situation should 
be reviewed when the default position is better known and the fund has reached 
an improved ratio in respect to liabilities.

Finally, may we stress the heavy cost of the rules, regulations and require
ments which are imposed upon house building by a variety of boards, councils 
and commissions; each with its own special objectives and each with the power 
to enforce them. The most disturbing thing is that they tend constantly to 
increase; sometimes, we feel, without due regard for the eventual cost to the 
home buyer. Excessive lot size requirements are a typical example.

We appreciate the value of the National Housing Act to the home buyer 
and to the home builder. Furthermore, the Act has been kept up-to-date and 
administered in a manner that has earned our respect. At times differences 
of opinion arise but they are usually settled reasonably and to the best advan
tage of the home purchaser. Nevertheless we submit that the inclusion of a 
builder on CMHC’s Board of Directors, to take his place with representatives 
of architecture, social service and labour, would further co-ordinate activities.

No one is more interested than the merchant builder in providing the best 
housing at the lowest cost. With an adequate supply of land and mortgage 
finance he can and will meet the need.

All of which is respectfully submitted.
Toronto Metropolitan Home Builders’ Association.



FINANCE 215

Mr. Chairman, this concludes our brief. If there are any questions you 
wish to ask on the subject, I suggest that they be directed to our president, 
Mr. L. A. Rice, who is a builder, and whose day by day work brings him into 
contact with most of the problems involved.

The Chairman: Thank you, Mr. Clements for a very excellent brief.
Gentlemen, the meeting is now open for questions which you may wish to 

direct to Mr. Rice in connection with the brief.
Senator Smith (Queens-Shelburne) : Mr. Rice, I am interested in the 

statement on the first page of the brief in which you point out that some lending 
institutions refused to recognize the increase to 27 per cent of a debt ratio basis. 
Have you noticed that is happening in a large number of instances, or does it 
happen only once in a while, where a mortgage company still insists on a ratio 
of 23 per cent?

Mr. L. A. Rice, President, Toronto Metropolitan Home Builders' Association:
Senator Smith, I can’t say this is happening with a great many companies, but 
we know of one instance where it does happen; they take the attitude that with 
agency funds they can take a greater risk, while with their own funds they 
would rather not take what they think is a greater risk; therefore, they insist 
on the 23 per cent ratio being maintained.

Senator Smith (Queens-Shelburne) : I can understand why some com
panies would do it. My question is, does it happen often enough to make it 
an important factor?

Mr. Rice: I don’t know. This is something which came to light only 
recently. Maybe if we pursued the subject further we might find some other 
companies taking the same attitude.

Senator Crerar: Mr. Chairman, the assembly seems a bit quiet; I have one 
or two questions to ask. For instance, Mr. Rice, on page 3 of your brief, in the 
third paragraph from the bottom of the page, you speak of the need of a steady 
and dependable supply of mortgage money. You refer to it as the “raw material” 
of the building industry, and you say that the shortage of this raw material 
lowers efficiency and adds to the cost of homes built. You say, “We do not 
presume to suggest how this situation might best be overcome.”

You point out that there is a situation existing that is impeding house
building but you have no suggestions to make as to how it can be overcome. 
I suggest that it would be useful to the committee if you could offer some 
suggestions as to how it can be overcome.

Mr. Rice: That is a very good question, Senator Crerar, but I do not think 
that I am qualified to answer it. It would take a lot of study to find the answers. 
I am sure, however, that there are many men employed by the Government 
who could probably work out the solutions better than we could.

Senator Crerar: Also in your brief you make about the same kind of 
comment which we had before the committee on a previous occasion as to the 
cost of supplying sewers, sidewalks, storm sewers, watermains, as being one of 
the real barriers to the building of houses by members of your organization, 
and everybody claims that they have no suggestions as to how it could be over
come. Is it your idea that the federal Government should make contributions 
to the costs of these services?

Mr. Rice: Senator Crerar, I am not an authority on the subject but I 
understand that quite a number of years ago the federal Government did con
tribute under some scheme and I understand that scheme is still on the books, 
that the Government contribute up to about one-third of the cost to a munici
pality to roadbuilding programs and so on. That might be a partial answer.
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Senator Crerar: Well, if that was the case at one time I think that perhaps 
the federal Government of that time should have had its head examined. The 
point I am getting at is this, and to me it is a very important point: who pays 
in the end? Are we going to incur deficits and increase the public debt? I think 
that is a very important point that should be cleared up. Implicitly many of 
these presentations that have been made to us recommend something along this 
line.

Mr. Rice: I certainly do not subscribe to subsidies. I do not believe that 
that solution is in the best interests of all concerned. In reading your proceed
ings we have noticed that during the various discussions the low-cost house is 
being discussed continually and we believe that probably in the long run it 
would be in the best interests of the country as a whole to have the lower cost 
house built. This method could save money in the long run rather than shift 
the burden to the municipalities, having the municipalities spending large 
amounts of money to build low-cost housing. We believe however that it can 
be done without direct subsidies to the homebuilder. So these grants which 
you mention which might be a burden on the country as a whole I believe 
possibly would be cheaper in the long run.

Senator Crerar: No matter how it is done, if assistance is given it is a 
subsidy.

Mr. Rice: Well that might be true. But many other industries are sub
sidized. The farmers, for instance, are subsidized in certain respects.

Senator Crerar: Will you agree with this, that if that principle is to be 
extended to farmers and to everyone else that sooner or later the Government 
must take the authority to direct their activities?

Mr. Rice: Unfortunately I have to agree with you, and I for one see the 
danger in a situation of that nature.

Senator Crerar: You would not say- for a moment that that is a desirable 
journey’s end to arrive at?

Mr. Rice: I do not think it is too desirable but if it is a necessary evil 
we may have to have it.

Senator Crerar: Now, that is a dangerous statement. Do you not think 
that a line of action will eventually change our whole complex of freedom?

Mr. Rice: I entirely agree with you Senator Crerar, but I think you are 
getting a little too deep for me now.

Senator Crerar: I do not want to get too deep for you at all. But it 
does seem to me that that is a very important point.

One other question, Mr. Rice: have you any view on the. fact that we 
are putting too much emphasis on the building of big metropolitan areas, big 
cities?

Mr. Rice: I believe that we are. It creates many problems, transportation 
problems for instance. I believe possibly people might be happier living in 
smaller centres that can be handled more economically. I believe you are 
absolutely right.

Senator Crerar: As a matter of fact, during the depression years of the 
thirties, 90 per cent of the problems of Government I will say, certainly out
side the agricultural area of Saskatchewan, arose in the cities. I know that 
is a fact in the province of Manitoba because I have the figures somewhere.

Mr. Rice: I cannot speak with any authority on that subject, Senator 
Crerar.

Senator Lambert: Mr. Chairman, I wanted to ask the witness with refer
ence to the first paragraph describing the membership of this organization which 
is made up of, I assume, merchant builders and accessory supply houses,
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whether they have contacted the municipal authorities of the Toronto areas 
in connection with this submission? Has it been closely discussed with them? 
In other words this is a problem that affects the whole metropolitan area of 
Toronto, as I understand it, and you come here to a federal committee to dis
cuss ways and means of maintaining the housebuilding industry in that area. 
What is the official position of the city of Toronto in connection with this? 
Does it recognize a present demand for new house areas being developed at 
the present time?

Mr. Rice: I think, Senator Lambert, the problem in Toronto at present 
is the question of supply of the large service facilities such as sewerage 
facilities, collector sewers and water feeder mains. I believe we are all con
versant with the amalgamation of the 13 large municipalities around Toronto 
into the metropolitan area which was formed for that reason. I believe it was 
created by Bill 81, a provincial bill. The Metro Council is concerned directly 
with these large items, while the smaller municipalities, which form part of 
the metropolitan Toronto setup, deal more or less directly with the subdivider 
and builder. So we have two separate bodies which we are dealing with in 
the Toronto area. I am sure that these various bodies are well aware of our 
feelings in these matters, and are aware that from time to time briefs of this 
nature have been presented before public institutions.

Senator Lambert: Last week we had as a witness Mr. G. S. Mooney, 
Executive Director of the Canadian Federation of Mayors and Municipalities. 
I was just wondering in connection with what he had to say and what he 
agreed with under questioning, whether the city of Toronto proper, or the 
metropolitan area, would support everything in this brief from the point of 
view of immediate necessity?

Mr. Rice: Senator Lambert, I don’t think at this time they would make a 
statement of that nature. I believe they sincerely feel they should do what 
they are doing but personally I don’t know what the various members of 
these boards think in this regard.

Senator Lambert: May I ask you this direct question? Do you think that 
the demand for new housing, particularly in the field you are speaking of, 
low-rental housing, which is the type that has been emphasized here, has 
increased? In other words, is there any increased pressure in the demand for 
such accommodation at this stage as compared with what it was a year or two 
ago?

Mr. Rice: I believe the pressure is steadily building up and that we are 
not alleviating the housing situation for the lower-scale wage earners, who 
naturally make up the bulk of our population. We are forcing them into 
higher-priced accommodation, such as apartments, and consequently they are 
unable to save enough money to make a down payment on a low-cost home.

Senator Lambert: I am thinking of present economic conditions and, as 
far as I can see, there is no prospect of them improving a great deal, and I 
am wondering if these conditions will have some repercussions on the house 
building industry. In your brief you naturally represent those interested in 
maintaining housebuilding activities. I am interested in knowing what the 
demand for those houses might be. There is no consumers’ league or organiza
tion to give us the consumer’s point of view on these things. Representations 
of public need come to us from provincial organizations, you might say, whose 
interest is mainly in keeping up the pace of building.

The Chairman: We have Mr. Stewart Bates here, Senator Lambert, and 
you can ask him later.

Senator Lambert: Mr. Bates has given us the position that Central 
Mortgage and Housing Corporation has taken in relation to all this, but he too
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is limited to a certain extent in connection with these things. We have had 
admissions here from all quarters that there is some doubt as to whether or 
not there is an acute shortage in the supply of houses to accommodate people 
at this time. I know Toronto is growing very rapidly and there has been 
a demand there for new houses, and so on, but to appreciate to just what 
extent there may be pressure for new housing I think we have to relate it to 
the economic situation.

Mr. Rice: Senator Lambert, I cannot give you any statistics to prove there 
is a need but I can tell you from my direct contact with the buying public 
that there is a need and a demand. I cannot tell you whether it is for 100 
houses or 1,000 houses, but there is a demand for a lower-cost house.

Senator Smith (Queens-Shelburne) : Mr. Rice, don’t you really mean the 
market when you use the word “demand”? You say there is a great demand 
for low-cost housing. Don’t you really mean a market where people would 
have the money to buy a low-cost type of house, and where you could get the 
cost down by doing something about the cost of the land? Perhaps I am putting 
the word “market” into your mouth and you do not intend to use it, but I 
would like you to tell me if you mean market.

Mr. Rice: I suppose demand and market are normally linked together, 
Senator Smith. Let us say that the market is dependent upon the demand. 
If people require this type of housing and it is all they can afford to buy, 
and they are satisfied to buy it, then we should satisfy their demand.

Senator Horner: I was going to suggest to the witness that, of course, he 
would not like to give that reply to Senator Crerar, but I don’t mind pointing 
out to Senator Crerar that when he formed part of the Government which 
instituted many of the things now heading in the direction he fears, I did my 
best then to point out to him it was a downhill and slippery road with no 
return. I said that once you start on a course of that kind you couldn’t turn 
back. Now he is endeavouring to change directions in midstream.

The Chairman: I appreciate your point. There is only one thing I am 
going to say. I am not going to give Senator Crerar an opportunity to reply 
at this time.

Senator Crerar: I can assure you that I don’t wish an opportunity to 
reply.

Senator Isnor: In regard to the survey that was made in 1954, four years 
ago, you received 6,000 applications for $58-a-month accommodation. What 
is the main reason you did not proceed along that plan?

Mr. Rice: At that time, Senator Isnor, we had some discussions with 
members of the provincial Government, who I believe are partners with the 
federal Government in the ownership of land, and at that time the property 
which we had in mind was not forthcoming.

Senator Isnor: Do you think it would have shown a profit to you?
Mr. Rice: I might say that we as an association felt we should contribute 

a certain amount. We felt that we should do this as a gesture of good will 
and good faith on the part of the homebuilders in the Toronto area. We 
believed we should contribute something towards alleviating the situation, 
and while this scheme may not have alleviated the situation to any great 
extent, we were willing to contribute in some small manner in helping towards 
this end. In other words, there was not a great deal of profit in the building 
of these low-rental houses but we were willing to go along in a scheme such 
as that.

Senator Isnor: The fact remains, however, that there were 6,000 appli
cations, and now you are at the same stage that you were in 1954. For some 
reason or other, you did not proceed?
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Mr. Rice: Yes.
Senator Isnor: And we have just reached that stage now, Mr. Chairman, 

trying to create or construct houses at something near the rent of $56 a 
month. May I inquire, Mr. Rice, as to whether there are any restrictions 
in regard to the frontage? You state that in the metropolitan area it is 
44.7 feet. I always understood it was around 50 feet that the developers 
tried to use?

Mr. Rice: I believe that the Planning Department of Ontario asked that 
all municipalities follow the 50 foot lot width, and Scarborough, I understand, 
was a hold-out, and they did not subscribe to the full 50 foot, and so we have 
this figure arising in Scarborough. Most other municipalities do use the 50 
foot measurement for the width of a lot.

Senator Horner: You point out here that a 17 foot clearance is required. 
You would not be able to build a very large house even on a 50 foot lot with 
a 17 foot clearance.

Mr. Rice: That is correct; that is something that has happened in the 
last two or three months. We know of one municipality, at least, that has 
passed a new bylaw with respect to this.

Senator Horner: Nearly all the provinces, or at least Saskatchewan, 
regards a 50 foot lot as a must for all new buildings—at least 50 feet.

Mr. Rice: The Planning Department of Ontario asks for that, I believe; 
I do not know if it is mandatory or not.

The Chairman: Any further questions?
Senator Isnor: Yes, I want to talk about land value in Toronto. Mr. 

Rice states in his brief that roughly speaking it is a third of the price of a 
completed house. Would that apply to the higher-priced houses as well?

Mr. Rice: Unfortunately it does, senator. If we get into the type of house, 
say, $50,000, the builder may pay anywhere between $12,000 and $13,000 for 
80 feet, 90 feet, or 100 feet of land.

Senator Horner: Didn’t that include, in your brief, the servicing, or was 
it the land alone?

Mr. Clements: That included the servicing.
Senator Isnor: $1,000 less the services.
Senator Horner: The services are more than that.
Mr. Rice: If you take off the cost of the raw land which we have at $1120 

a lot from the total of $3600, we have roughly $2500, the cost of servicing this 
particular lot, and as we pointed out below there is now in Scarborough an 
additionnai cost of $418, which has also happened in the last few months.

Senator Pearson: In your planning of new subdivisions in these metro
politan areas, is it not true that the cities are just gradually creeping out all 
the time, and that the owners of those pieces of land know that eventually 
they are going to be part of that city and there is a big hold-out causing prices 
of land to go up very high in those areas?

Mr. Rice: I would say that is quite correct.
Senator Pearson: Would it not be a better situation if instead of following a 

plan of creeping out they followed a plan like the Great Belt area around 
Ottawa, as was proposed? They said, “The city will stop here, and the next 
subdivision will be twenty miles out”; and then they could buy property out 
there with the anticipation that later that would be developed as the city 
grew?

Senator Haig: Let me point out something before Mr. Rice answers. Water 
and sewers enter into the problem.
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Senator Pearson: The problem is this, Mr. Rice. You would start out 
with a new community, moving out say ten or twenty miles, which would 
be an entity in itself. It would also have to have its own servicing in that area. 
It would not be connected with the metropolitan area at all.

Senator Haig: They couldn’t get it. The cities cannot get it on the prairies.
Senator Pearson: I am not speaking of the prairies particularly.
Senator Haig: Winnipeg brings us water about 70 miles, and we have the 

greatest source of water and the best water in Canada.
Senator Pearson: But I would like to get Mr. Rice’s answer to my question.
Senator Haig: I want to hear Mr. Rice’s answer not on your basis at all, 

but on the basis of the whole question being put to him. It is the water and 
sewers that he is troubled about?

Senator Pearson: I am just asking a question that I would like answered.
Mr. Rice: I am a little confused now.
Senator Pearson: It is the cost of land I am thinking about, not the 

servicing or anything else, just the cost of land at this time. In your brief you 
build roughly four houses to the acre. That adds tremendously to the cost 
of that house. Now, would it not be possible to move out from the cities say 
ten or fifteen or twenty miles away and spot your land before, and buy that 
land so that you could get it cheaper?

Mr. Rice: Yes, I believe that, senator. If a large enough area could be 
purchased at one time so that the price is not bid up by speculators, for instance 
if you go ten miles north of No. 7 highway in Toronto, which is not a great 
distance so far as metropolitan Toronto is concerned, land could possibly 
be purchased for as low as $200 to $500 an acre, whereas we have this terrific 
price of $5,000, and in some instances $8,000, in the closed-in area; and if a 
huge area could be purchased at the very low price, that would answer your 
question. There is also probably another avenue to be explored. We believe 
that the price of land is determined by the proximity of water and sewer 
mains, so that if large lengths of water and sewer main could be laid along 
various roads leading through these various areas which could be developed 
there would be so much land available close to the services that automatically 
the price could be reduced. I am not saying that is possible, but it is a theory.

Senator Haig: Name one city to me where that could be done outside of 
Toronto.

Mr. Rice: I am not prepared to do that, senator, I cannot tell you. I know 
Toronto, I am not too familiar with other cities.

Senator Haig: You could not get people to go ten miles out of Winnipeg, 
the distance is too far to come into work every morning and go home every 
night, and they will not do it.

Senator Pearson: They have done it for years in Selkirk; they have been 
travelling a distance of 25 miles in and out.

Senator Haig: That is all right; they couldn’t find any other place to go. 
These cities have to compete with other cities across Canada for manufacturing; 
Winnipeg has to compete with Toronto and Montreal on price, but if we have 
to cart the goods over an area 10 or 20 miles, we can’t compete successfully. 
The people won’t go to live there.

Mr. Rice: That may be the trend, but in the Toronto area we don’t seem 
to have that problem;

Senator Haig: Furthermore, in Winnipeg we can’t get water closer than 
80 miles away. This year the water level in the lake is down five feet, and 
machinery had to be bought to pump it, whereas in other years it ran downhill



FINANCE 221

to Winnipeg for a distance of 65 miles. As I say, now we have to pump that 
water into pipes to serve these people. Who is going to pay for it?

This is the situation: You can buy land 10 miles out of the city for a 
$100 an acre, or you can buy land within the metropolitan area for $800 an 
acre. The $800 land is cheaper than the other land, because you can build 
four or five houses on it and sell them. You can’t sell the houses you build 
on the $100 an acre land.

Senator Pearson: Would it not be cheaper to buy the land farther out 
at this time and take the water to it from the metropolitan area?

Senator Haig: It costs too much.
Senator Pearson: It would be cheaper than paying the $5,000 an acre 

that we hear about, for land in the metropolitan area. Surely, you could 
lay a lot of pipe for that price.

Senator Pratt: Mr. Chairman, I am sorry that I was not able to be in 
the meeting for the reading of what appears to be a very informative brief. 
May I ask if it contains anything which involves matters of federal concern, 
or does it deal exclusively with the jurisdiction of the city of Toronto and the 
province?

Mr. Rice: Senator Pratt, we are talking as a local group from this large 
metropolitan area of Toronto. We believe that in so doing we can put our 
point across, and the Central Mortgage and Housing Corporation may come 
into the picture in some manner to enable us to bring about lower costs to 
the home builder. I may be entirely wrong, senator, but I believe we are 
rapidly reaching the point within our area where there will be no homes 
built for less than $20,000. This is not our fault, but is due to rising costs.

Senator Pratt: The main feature of your presentation is to bring C.M.H.C.’s 
operations more closely in touch with the operations in this area.

Mr. Rice: As we point out in our brief, generally across Canada these 
things seem to follow a pattern. I don’t know where they start, whether in 
Montreal, Toronto or Winnipeg, but once they start they seem to follow a 
pattern and spread across Canada; every municipality eventually is faced with 
the same problem.

Senator Smith (Queens-Shelburne) : Mr. Rice, can you give us any 
information as to what the taxes would be on a typical $15,000 house in the 
metropolitan area?

Mr. Rice: In Etobicoke, for instance, we estimate the taxes on a 1,050 
square foot residence, costing $15,200, to be $250. That is on the minimum 
sized lot, 50 feet, with all of these various things included in the price, curb, 
pavement, water, sewer and so on.

Senator Smith (Queens-Shelburne) : In other words, if the municipality 
itself is going to look after these extra costs, your taxes would therefore be 
quite a bit higher.

Mr. Rice: If all those services are installed, that is quite true. We also 
believe that the requirements may be a little too high. In other words, the 
home owner initially would not require the services, but the municipality asks 
for them.

Senator Smith (Queens-Shelburne) : I think it is interesting to point out 
to you that even in small towns where we do not have the extra cost of high 
priced lots, we are paying more taxes on the $15,000 house than you are paying 
in the heavily populated area. It strikes me if a man wants to live in a metro
politan area he should be quite willing to pay more taxes on his home than 
if he lives in a small town, because he gets the benefit of higher wages and 
so on.
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Therefore, I am wondering if there is undue complaint from those who 
want to live in an area like metropolitan Toronto, because they have to pay 
more on the capital costs to get sewer and water connections; whereas, in other 
municipalities these things are paid for on the taxes, and they are quite con
siderable, particularly when related to the average income. My point is, I am 
wondering if we should recommend that the national body should reduce 
the cost to those particular home owners in areas like metropolitan Toronto.

Perhaps you do not wish to comment on that.
Mr. Rice: Senator, don’t get me wrong; we are not asking this for Toronto 

alone.
Senator Smith (Queens-Shelburne) : I understand that.
Mr. Rice: It is the trend which is rapidly travelling across Canada.
Senator Crerar: Mr. Chairman, I have a few questions I should like to ask. 

At the top of page 2 of the brief you give a typical example, which I take to 
be an accurate example and not a theoretical one.

Mr. Rice: Yes, it is an actual example.
Senator Crerar: In your actual example you as a builder go out to buy 

40 acres. The first thing the municipality does is insist that it be supplied 
with a sanitary sewer and storm sewer system; then it must have over-sized 
sewers, if necessary, and some municipal official will determine that. Then 
you must have paved streets and undertakings to maintain them for two or 
three years after construction; you must have sidewalks, curbs, street lights 
and signs; you must plant trees, sod the front lawns, sod the entire lot. 
Evidently the municipal authorities in this instance have very aesthetic tastes. 
On top of that you must make a contribution on a foot frontage basis to cover 
municipal capital expenditures—that is probably your share of the salary of 
the mayor, or something of that kind. You pay about $5,225 an acre for your 
40 acres, and then you start to develop it.

The brief is very interesting, Mr. Chairman, in that it sets out very clearly 
the various costs of developing an area until the house is built. But do you 
not think that $5,000 an acre is a bit exorbitant? If someone bought that land 
in the first instance, knowing that it was going to be used for house build
ing, and sat on it, demanding his price, do you not think the municpality 
would be a little lax in allowing that to happen and failing to take steps to 
make the land available at a cheaper price?

Mr. Rice: Senator Crerar, you are absolutely right, but we are living in 
a free economy and a democracy, and if a man does not wish to sell his land 
I believe that is his privilege.

Senator Crerar: Do you know what I would do in a case like that? I 
would say, “Very well, sit on your land but you will pay taxes every year on 
it and you can sit on it for 50 years if you want to.”

Senator Smith (Queens-Shelburne) : In order to complete the picture in 
my mind, have you any information as to how much water rates would be, 
that is the amount of money that it costs the householder for water, and also 
sewer rates?

Mr. Rice: We have no sewer rate in the same sense as we have a water
rate.

Senator Smith (Queens-Shelburne) : There is no charge for sewers?
Mr. Rice: There is no charge for sewers by the month. Water in most 

municipalities is metered. That is to say there is an individual water meter 
on the water pipe entering into every property, and the municipality charges 
so much per gallon of water passing through that meter. I might mention
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here that they usually make a profit on it, depending on the wholesale rate 
which the municipality has to pay to metropolitan Toronto. Metropolitan 
Toronto might charge 16 cents a thousand gallons whereas North York will 
sell it to the consumer at 45 cents a thousand gallons.

Senator Smith (Queens-Shelburne) : Do you know what the average bill 
might be?

Mr. Rice: I can only tell you that in my own case it runs about $14 every 
three months. That is for a four-bedroom house. That is for water.

Senator Haig: Could not a municipality just say to a developer, as they 
do in Winnipeg, “Sewers for your subdivision will cost $10,000, say, and you 
will have to pay cash”. There they make the subdivider pay cash in advance 
for all these improvements before they are put in. That of course is added to 
the cost of the home because it is a part of the cost of the whole development 
of the property.

Mr. Rice: Yes, Senator Haig, you are absolutely right. If you examine our 
brief you will find listed there many of these things that we have to do, and 
some of the commissions, such as the Water Commissions and the Hydro 
Commissions may demand the cash immediately for those services. That is 
the point I believe we made in our brief where we say that eventually this 
business of subdividing land will be resolved into the hands of larger corpora
tions and those having considerable reserves of capital.

Senator Wall: Let us suppose that a land assembly scheme involving the 
installation of trunk sewers, water-mains and everything else were handled by 
the municipalities under the supervision of the provincial Government with 
assistance from the federal Government may be paid for on a loan basis, 
because finally I think the basic principle must be maintained, and that is that 
the people who will receive the benefit of all these improvements and live in 
these areas should pay these costs. Certainly it is not intended as a principle 
that somebody in British Columbia will help pay for sewer installations to be 
used by people who are going to live in Manitoba. This enterprise of assembling 
serviced land is becoming a major problem, is becoming a very costly problem, 
and your inference is that it can only be handled by huge corporations or very 
large private enterprise corporations to the extent that I cannot buy myself a 
lot unless I buy it through a private entrepreneur or corporation who in turn 
tells me that you will pay so much for this land and I want to build a house, 
you cannot build it yourself.

Mr. Rice: You have hit the nail right on the head, Senator Wall. -
Senator Wall: So I should be able to go to my municipality and say, 

“Look, I want to buy a lot, and the municipality should be able to sell me a 
serviced lot.” That probably is the goal to which we should be aiming, without 
subtracting from the rights of private enterprise.

Mr. Rice: I believe as we point out in our brief, the municipalities should 
provide those services, that is what the municipality is created for, to supply 
the services for the good of all, but we believe they have relinquished those 
rights maybe due to their inability to handle the problem due to a lack of 
funds, or maybe they figure if somebody else will do the job let them do it. 
But the interesting thing is you will notice that a subdivider is paying, in the 
cost of his land, in some instances double costs such as for engineering, town 
planning and so forth. A subdivider on purchasing a piece of land from a 
farmer with a view to developing it must prepare plans which can only be 
done by engineers or town planners, and these plans must be acceptable to 
the planning board of the municipality concerned and quite satisfactory to 
their requirements. In turn the municipality have their own engineers and town
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planners who must inspect those plans and do a double job on them, so you 
will see there are double costs involved in a good many instances.

The Chairman: I believe we have about exhausted the information we 
can obtain from our two witnesses from Toronto. I want to thank them most 
cordially for the contribution they have made and I feel they have given us 
some excellent food for thought. The question that Senator Wall was bringing 
up is a bit too long and complicated to discuss at this meeting today.

I now ask Mr. Bates to present the brief that he has prepared.

Stewart Bates, President, Central Mortgage and Housing Corporation, called:
Mr. Bates: Gentlemen, you have been listening to the brief of the Metro

politan Homebuilders’ Association of Toronto, whose position I think is some
thing the same as mine. I must say that 37 per cent of the housing being 
built in Canada today is being concentrated in metropolitan Toronto.

(See note at conclusion of Mr. Bates’ evidence.)
Senator Crerar: No wonder it costs $5,000 an acre.
Mr. Bates: I am not saying you should give undue weight to the evidence 

of my predecessor here a few minutes ago, but anyone concerned with national 
affairs as you are, and as I am, cannot avoid the problem that arises when 30 
per cent of growth is taking place in one city alone.

(See note at conclusion of Mr. Bates’ evidence.)
Senator Horner: It seems out of balance to me. Will the situation con

tinue? In other words, will Toronto be able to maintain jobs for the people 
to occupy these homes? That is the sort of thing that concerns me.

Mr. Bates: Gentlemen, I think your problem is exactly the same as mine. 
This is the essence of the thing you are considering. Most of you are older 
than I am as Canadians, but I know that we have almost 4 million houses in 
Canada and that we have 6 million children at school. It will not be too 
long before they are going to marry and they will require at least 3 million 
homes. I don’t know how you gentlemen felt in the twenties or thirties, but 
the fact is that the housing stock in Canada must almost double in the next 
15 to 20 years. This you must accept. Whether it will be Toronto that will 
grow to that extent or whether there should be three new cities of a million 
population each, I don’t know. That is not my problem. I believe the most 
important consideration confronting Canadians is that we have 6 million children 
at school, and 3 million families to be housed in the future.

The Chairman : And the children have to be educated.
Mr. Bates: We are educating them now. There is a housing stock of 4 

million, of which a very large percentage is over 50 years of age. Some are 
decrepit and rat-infested, and on top of this we have 3 million new families 
that will have to be housed very soon. As I have said, this is the essence 
of the national problem.

The Chairman : Before you proceed with your brief, Mr. Bates, I will take 
it upon myself on behalf of all present to thank you most profoundly for the 
dramatic way in which you have placed this problem before us. I am sure 
that a great many of us did not realize the seriousness of the situation before 
you spoke.

Mr. Bates: The problem in Winnipeg, for instance, is a basic problem. 
It does not only exist in Winnipeg. It exists right across this whole country. 
We must almost double the housing stock to take care of our school children 
in the near future. Regardless of what immigrants come in or what happens, 
in the next 20 years we will have to provide for our own children who are
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now at school. They will have to be housed somewhere and somehow, and 
they will have to be housed at a price. I don’t think we should look, gentle
men, at the kind of country we knew 20 years ago where all across the Prairies 
the services were laid out for years in advance. We had a bank of sewer and 
water services, and so on. That bank broke and a good many municipalities 
during the depression could no longer afford to carry on. The fact is the 
bank was there, but there is no bank of services anywhere in Canada now 
except in one or two communities in the Prairies where they still have sewered 
lots laid out.

You could have three new cities of a million people each or you could 
add them on to the periphery of existing cities. Whatever happens, it will 
cost money to lay out the necessary services to house these people. You won’t 
exaggerate anymore than I hope I would—although I am a prejudiced witness— 
that housing is going to be the most important part of this. It is not. It is going 
to be one part. Capital must be found to develop the resources and create jobs 
for our people. We talk about the supply of money for housing purposes being 
short. Well, it will be short as long as we have 3 million families to house. 
The supply of capital generally will be short.

Senator Isnor: Just what do you mean by 3 million?
Mr. Bates: There are 6 million children at school, Senator Isnor. I am 

only saying that I assume most of them will be getting married.
The Chairman: That is a proper assumption.
Mr. Bates: That will mean 3 million families. Don’t forget, we have 6 

million children under 18 years of age. If they get married at the same age 
as young people are now marrying—20 and 21—it will not take long before 
they will be into the housing market.

Senator Isnor: In other words, you are saying that at our present rate of 
house-building we will be 30 years catching up to the demand?

Mr. Bates: Be careful now, senator.
Senator Isnor: Follow it through and see if I am not right.
Mr. Bates: This year we will build in Canada—I don’t mean Central 

Mortgage but the people of Canada—150,000 houses at least. If you keep going 
at that rate you just about keep up with the children coming out of school. 
On top of this you have a million houses over 50 years old. You have some 
rat-infested dwellings and you have slum areas.

Senator Horner: You must remember that old people do not live for 
ever and they will be leaving some very good houses.

Senator Lambert: The mortality rate has to be taken into consideration.
Mr. Bates: I am taking that into account. Death is inevitable but birth isn’t.
Senator Crerar: Granted that houses may be 50 years old, does that mean 

they should be replaced?
Mr. Bates: My house is 55 years old, Senator Crerar, and it must not be 

replaced for a long time.
Senator Crerar: In 1951 I spent a couple of months in England in a house 

that was built in Cromwell’s time.
Mr. Bates: That is a different country.
Senator Haig: Houses will last a hundred years.
Senator Smith (Queens-Shelburne): I hope that Mr. Bates will not lose 

the trend of thought he was developing so nicely.
Senator Haig: I think Mr. Bates is right in his figures.
Senator Crerar: I might have left a bit of a wrong impression. I know 

some houses in Winnipeg that were built 60 years ago and they are still very
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comfortable homes. They have sewer and water service, electricity and 
everything else. I think those houses may be good for another 40 years.

Mr. Bates: This I could not deny, senator. I live in a house that is 55 years 
old, but one hundred years from now I cannot say what will happen.

Senator Crerar: But you did not mean that houses fifty years old should be 
replaced?

Mr. Bates: No, but you have only to go down town in Ottawa, Montreal, 
Toronto, Winnipeg or Vancouver, and you will see what I mean. You know 
quite well what I mean.

Senator Pratt: Can your organization anticipate what number of houses 
a year will be built over a period of years? It stands at 150,000 new houses now?

Mr. Bates: This year it will be 150,000 new houses.
Senator Pratt: In the next ten or fifteen years, say, could you give us 

what would be the progressive rate of house building, the increase year by year 
over a period of years; has that been calculated, according to the general trend, 
I mean?

Mr. Bates: Yes, the Gordon Commission covered that a year ago, senator. 
150,000 units, this is what we are doing this year, and we have to face up to 
the families coming out of school, and leaving aside the whole question of 
slums, renovation, urban re-development. This is one part of the total subject. 
I have read through seven volumes of evidence, senator, and have not looked 
at new urban re-development ; leaving that completely out you must have 
something like 150,000 as a very minimum. If you are going to replace stock 
you must have more than this in the next fifteen to twenty years, because you 
have got four million houses and three million new families coming in on 
top of this.

Senator Pratt: An average of 150,000 a year plus the possible increase 
that is anticipated?

Mr. Bates: An average of 150,000 a year is not going to leave you with 
a lot of vacancies. Let me put it that way.

Senator Wall: And will not handle the problem of re-development?
Mr. Bates: Re-development, no. This has been set out in the Gordon 

Commision, the figures are there, if any gentleman wishes to look at them.
Senator Haig: You mean that we as a committee in making our recom

mendation should always keep in mind that 150,000 Canadians will always be 
buying houses in the future?

Mr. Bates: More—the very least.
Senator Haig: That does not include immigrants coming into this country 

or anything like that, though?
Mr. Bates: No. I would like to go back to the initial statement. You have 

six million children at school under eighteen years of age. It is true that some 
of us are going to die, but our death rate is not increasing as fast as the birth 
rate, and this addition is in front of us, it must be faced, and whether it is on 
the periphery of Toronto, Winnipeg, Vancouver, Shelbourne county, does not 
matter, it will be there, it will be somewhere, and this is the essence of perhaps 
the national problem. There is no other country in the world with so large 
a proportion of its population young children that we know of.

Senator Lambert: You are stating the situation in a very general way in 
giving this figure of six million. Have you adjusted the apportionment of the 
effort, say 150,000 houses, to the places where it is most needed?

Mr. Bates: No. In metropolitan Toronto this is going to go on. There is 
nobody directing it. Private enterprises go into the periphery of Toronto,
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people leave the farms, and immigrants come into Toronto. That stands at 37 
per cent. It is there. This is the heartland of North America.

(“See note at conclusion of Mr. Bates evidence”)
Senator Lambert: I am not disputing the need, but what I am asking for 

is more convincing evidence of the efficiency of the methods that are being 
employed to meet the need. In other words, we receive all sorts of representa
tions from people who are engaged in the business of building. They also come 
in contact with the Central Mortgage and Housing Corporation. You probably 
co-operate with them in building houses, but you do not initiate the steps that 
are taken to meet this need. I think that is the real crux of the thing. I am 
thinking about the efficiency of the operations that are required to keep pace 
with the social development of this country. I think there needs to be some 
microscopic work done on these figures to show just where the need is. If it is 
going to be centered in Toronto, Montreal, or Winnipeg, then I think something 
very much different in the way of an approach to the problem has got to be 
adopted by Government auspices, either federal or provincial, because it is 
presenting an absolutely undesirable pathological growth, if you like, in our 
balanced economy.

Senator Horner: Would you recommend a survey of the whole country?
Senator Lambert: Well, I think there has to be something more intensive 

done, and I think the best thing to do is to deal with it at the local level. I 
think the city of Toronto and the province of Ontario should assume some 
responsibilities in connection with this great growth in an endeavour to meet 
the practical need of the problem, instead of coming down here and saying 
they need so many millions to build houses. I think the intensive work really 
should be done on the ground.

Senator Pratt: Concentration of the population depends entirely on the 
industrial development taking place.

Senator Lambert: Not entirely.
Senator Pratt: I can well imagine a committee sitting down years ago in 

the United States talking about the same problem in New York when possibly 
it had a population of 1£ million people. The growth took place, and nobody 
under heaven could surely plan for a city like New York; its growth came about 
as a natural sequence of the development of the nation, and I think there is 
no other path for Canada to follow.

Senator Lambert: It is not altogether a question of industrial development, 
but one of immigration and its consequent social development. In other words, 
colonies of people come here, and not more than six months later they tie to
gether in some part of say Ontario or Alberta because it is socially desirable 
for them in their mind to do so.

The Chairman: Gentlemen, we asked Mr. Bates to come here to give 
evidence, and I think we should confine ourselves to the taking of the evidence, 
together with his statements and questions on them.

Senator Isnor: I should like one point cleared. Has Toronto, with 37 per 
cent, a greater growth than Montreal?

(“See note at conclusion of Mr. Bates’ evidence”)
Mr. Bates: Oh, vastly.
Senator Isnor: Well, that is not going to be your trouble in regard to 

house building.
Mr. Bates: Percentage wise? Well, maybe we are speaking about something 

different. I am speaking of percentage wise. This is undoubtedly so.
Senator Isnor: I asked you a little while ago the number of units built 

by population.
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Mr. Bates: You mean just the number of units built?
Senator Isnor: I am referring to page 19 of your booklet entitled “Canadian 

Housing Statistics.” Under the column “Total Dwellings”, the figure for 
Montreal in 1956 is 420,901, and for Toronto it is 348,677.

Mr. Bates: Senator, I am looking at a different report than you are, but 
those figures are borne out. The absolute number of units in Montreal is 
greater than the absolute number of units in Toronto, but the percentage of 
growth in Toronto is prodigious compared to any other part of North America.

Senator Lambert: Quite apart from building units altogether?
Mr. Bates: Yes.
Senator Isnor: From a population point of view, is not Vancouver making 

strides?
Mr. Bates: Yes, they are making great strides. But I get back to the point 

that 37 per cent of the total house building activity in the country is in Toronto. 
That is including areas like Etobicoke, Scarboro and York.

(“See note at conclusion of Mr. Bates’ evidence”)
Senator Isnor : I don’t want to press this matter unduly. . .
The Chairman: We have it on the record; perhaps it does not add anything.
Senator Lambert: But it is very important from the point of view of 

total expenditure.
Senator Isnor: We have to take not only the picture in Montreal or Toronto, 

but the whole of Canada into consideration. The question of industrial growth 
comes into it. Are you going to do for one section of Canada what you will not 
be able to do for other sections? We know that the population in Ontario, as 
represented by wage earners, is something like 35 per cent of the whole, that 
Quebec is 32 per cent, and my part of the country is about 9 per cent. The 
point is, are you going to do for Montreal and Toronto what you can’t do for 
Senator Smith’s section of the country? It seems to me that is what you have to 
consider in your report. We want some information as to whether you can 
give us the over-all picture, and not keep talking about the growth in Toronto 
and what you will have to do for Toronto.

Br. Bates: What I have tried to do, senator, is to tell you what the situa
tion is; I have not passed judgment on the fact that Toronto has 37 per cent 
of the total housing starts. This is a fact, and it is quite clear in the report.

(“See note at conclusion of Mr. Bates’ evidence”)
Senator Isnor: You are giving us a solution to the housing problem in years 

to come, are you not?
Mr. Bates: Yes. But whether three million people settle in Halifax, 

Winnipeg or Toronto, I would not know. This will result from a multitude of 
complicated social, political and economic factors.

Senator Lambert: These facts and data come to you. You do not go out 
for them?

Mr. Bates: No.
Senator Lambert: In other words who initiates the demands for house 

building? Does Central Mortgage stand back ready to supply certain facilities?
The Chairman: They come from people who want the houses.
Senator Lambert: Do you supply that, or does the municipality or the 

builder supply it?
Mr. Bates: No. They first go to our approved lenders, which are the 

banks and insurance companies; they go to them wherever they happen to be. 
If they can’t get funds from approved lenders, they come to us. We are the 
third removed from the potential buyer.

__
__

__
__

__
__

__
__

__
__

__
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Senator Lambert: The information which you have just given us, contained 
in that report, is derived through applications made to the Central Mortgage 
and Housing Corporation for guaranteeing the loans.

Mr. Bates: We are giving you the figures of all loans, whether through 
approved lenders, or from other sources; we are giving you the total figures on 
house building.

Senator Lambert: What I am trying to get at is an analysis of the prospect 
of 6 million children coming along and being in need of housing. The actual 
need is transmitted to you through various channels?

Mr. Bates: Yes.
Senator Lambert: And I take it they are mainly commercial channels?
Mr. Bates: That is right. There is very little public housing in Canada; that 

is being done by municipalities, provinces and ourselves. It is insignificant, 
compared with the figure of 150,000 houses.

It might amount to 3,000 or 4,000 this year.
Senator Lambert: Of course there is provision for individual application 

in the act?
Mr. Bates: Yes. But whether people happen to go to Halifax or some 

place else, is a matter for their free choice.
Senator Lambert: It is like any other business, the need is reflected in 

the market and the demand.
Mr. Bates: Yes.
Senator Lambert: You are at the other end?
Mr. Bates: We are at the other end. If there happens to be any place 

in the country where the regular lenders do not choose to make loans, we 
may be giving a bigger proportion than usual. For instance, in smaller com
munities where private lenders do not care to lend, our proportion there will 
be higher. But we are always in the residual position, never initiating.

Senator Connolly (Ottawa West): In other words, if a problem is local, 
it does not make it any less national. You describe the Toronto area as the 
heartland of Canada. I think we here in the capital city would dispute that, 
and probably Montreal would question it too.

Mr. Bates: I was thinking of the area from Montreal through Kingston, 
through Toronto, Ajax, Oshawa, Hamilton down to Windsor, as really central 
Canada; this whole area is becoming integrated as a single region. Toronto 
is almost joined up with Hamilton; this is apparent if you drive through the 
area. The old metropolitan Toronto concept is not sufficient to meet the needs 
of the greater area which stretches east all the way to Ajax.

Senator Connolly (Ottawa West): It is the St. Lawrence basin you are 
talking about, as an area.

Mr. Bates: Yes. This is reflected across the border, from Cleveland around 
to Chicago. This is what I meant by the heartland of Canada, not the city of 
Toronto.

Senator Connolly (Ottawa West): I would hope not.
The Chairman: I suggest, Mr. Bates, you proceed with your statement.
Mr. Bates: This statement was put before you, because, after looking 

at the evidence that was given in the earlier committee meetings, it was 
apparent that practically nothing was said about the subject of urban re
development. Our urban areas are actually quite old in many respects. This is 
a new country, but we have within it urban areas quite old. Some of them 
are good, some of them are run down. This is what we wish to draw to the
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attention of the committee. It was another aspect of the national problem, 
and the National Housing Act, that should come to your attention.

There is one subject, however, about which very little has been said during 
the course of the committee’s sittings. I refer to the subject of urban re-devel- 
opment. The speech from the Throne last May stated that the Government was 
ready to cooperate fully under the authority of the National Housing Act in 
further projects for slum clearance and urban re-development to improve the 
cities and towns in Canada.

I feel that I should be lacking in my duty if I let your hearings draw to a 
a close without first emphasizing the problem which is facing many of our 
cities and then attempting to describe a little of what can be done under the 
present National Housing Act to implement the federal Government’s policy.

The last fifty years have seen Canada grow from an extremely sparsely 
populated, predominantly agricultural country, to a thriving Dominion of 
some 37 million people. In that period we have become a nation of city 
dwellers. In 1901, 37% of our population dwelt in the urban areas. In 1957 
that percentage had risen to about 65%. There is every prospect that this 
trend will continue. It is estimated by the Gordon Royal Commission that by 
1980 80% of our population will dwell in our cities.

Since the war, about 1,200,000 houses have been started. In spite of this 
great addition, many of our people are still living in deplorable conditions.

It seems difficult to believe, but nevertheless true, that here in the year 
1958, with a standard of living as high as any other nation on earth, we do, 
in fact, possess an immense proportion of substandard housing. Of the four 
million housing units which exist in Canada, about one million are more than 
50 years old and half a million are in need of major repair. Add to this the fact 
that we have not got enough houses and you will appreciate that we have 
an immense housing problem in this country. Almost 8% of the total families 
in Canada do not have a home of their own. In our cities alone, almost one in 
every eight families do not possess self-contained housing accommodation.

Simply put, the task of Central Mortgage and Housing Corporation as the 
federal Government’s housing agency, is to attempt to create sufficiently favour
able circumstances that decent shelter is provided for our present and future 
population. This requirement has no geographical, ethnic or economic boundaries. 
It is a problem which faces every part of Canada. Our approach to this problem 
has got to be, in essence, a local and sympathetic one. You can visit any one 
of our major cities and find run-down, obsolete, rat-infested dwellings which 
are still being occupied by families who are as much a part of that city as the 
citizens living in the ranch style bungalows on its outskirts.

It is regrettable that such conditions exist, but a great deal can be done. 
The facilities for doing it are already provided under the National Housing Act.

Section 23 of the National Housing Act provides for federal financial 
assistance to municipalities for urban redevelopment. This section has lost 
something of its old rigidity. Three years ago if we cleared an area of housing 
in the centre of a city it could be done only on the condition that it was replaced 
with new housing. This provision no longer exists. We can clear an area of 
housing in the centre of a city and have it replaced by commercial or industrial 
development. In other words that area now can be used for the best purposes, 
for present needs, not necessarily for housing, but for the best purposes.

While the Act certainly imposes an obligation for rehousing displaced 
families, the legislation recognizes that cities change as human beings do— 
that what was once a fine residential area, eminently suited to housing people 
of a city, may now be one of the finest commercial or industrial sites. Moreover, 
Section 32 permits private enterprise to work in partnership with the munici
palities in comprehensive programs of urban redevelopment.
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Under such programs, the Federal Government is ready to pay part of the 
net cost of acquiring and clearing a redevelopment site and a substantial part 
of the cost of constructing and operating rental dwellings for former residents 
of the area.

It is paradoxical that we have discussed, in this Committee, the shortage 
of serviced land at a time when hundreds of acres in our major cities are 
occupied by run-down, substandard and decayed dwellings. Like a vicious 
disease this blight is spreading. It does not stand still, it will not stand still 
and it will not shrink by itself. Admittedly, little blobs of redevelopment are 
appearing in our cities every day. Every time private interests pull down 
some substandard dwellings and erect an office block this, in itself, is an 
example of redevelopment. But if our cities are to become worthy of the 
standard of living which we have come to regard as our right, this redevelop
ment has got to be done by the concerted effort of the people, probably through 
their municipal governments.

The National Housing Act, in providing for assistance for urban redevelop
ment, is designed to allow local people themselves to control change in their 
cities. Once local initiative decides that slum clearance should be effected, the 
Federal Government is ready to help with both advice and financial assistance.

Considerable discussion has taken place during the Committee hearings 
on a subject which is exercising many of our minds—the subject of low cost 
housing. I should like to suggest that an equally important subject is “high 
cost housing”. When I refer to high cost housing in this context, I am not 
thinking of the expensive dwellings which are gracing so many of our cities. 
It is my considered opinion that the term “high cost housing” can truthfully 
and logically be applied to the slums which infest every one of our cities.

Capital costs and capital values are not the sole measurement of cost. 
Walk through any of our slum areas in Toronto, Vancouver, Montreal, St. 
John’s, Newfoundland, Halifax or Saint John, New Brunswick. Take a look 
at the inhabitants who dwell in them and take a look at the conditions under 
which they live. The intrinsic value of one of these dwellings may be measured 
in a few thousand dollars.

The true cost of the existence of that dwelling has to be measured in many, 
many thousands of dollars. The cost of the fire brigades, the cost of juvenile 
delinquency, the loss to the community due to warped mental outlook, broken 
marriages, disease, traffic congestion, welfare services, these are the more 
obvious costs to the municipal entity in which the slums exist.

The National Housing Act already contains facilities for providing 
assistance for clearing our slums. I should be grateful if you would bear with 
me while I repeat the sections and facilities which provide for just such 
assistance.

Section 16—of the National Housing Act contains facilities for the acquisi
tion of existing property by private companies with a view to rehabilitating 
these properties and renting them at a low rent. Unfortunately, practically no 
advantage whatever has been taken of this part of the National Housing Act.

Of course, great advantage has been taken of the limited dividend pro
visions of this Section, but the item I have referred to has been almost unused.

Section 23—of the National Housing Act provides for federal assistance to 
municipalities in acquiring slum areas and clearing the sites. This is done, of 
course, with the full cooperation of the Provincial Government. The assistance 
given is 50% of the cost of such acquisition and clearance. The remaining 
50% is expected to be provided by the municipality with or without the 
assistance of the Provincial Government.
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Unfortunately, only four of our cities have taken advantage of these 
facilities. The cities concerned are—

Toronto: in which two projects have been started during the last eight 
years. I think in Regent Park South we are doing 730 units and in the 
St. Lawrence Heights we are doing 1,020 or some such figure. This is one of 
the cities I am handing a little bouquet out to here. We are doing about 2,000 
units.

Montreal: The site for the Jeanne Mance project has been cleared. This 
was started last year and it will amount to 800 units when it is completed two 
years from now.

St. John’s, Newfoundland: This one is currently under way and we must 
have 160 units by now. Relatively speaking, this is a high proportion for a 
small area.

Halifax: They have just started the clearance of a slum site, and there 
will be about 300 units.

So our total performance under section 23, if you add together the total 
number of units, comes out somewhere in the region of 2,500 units.

Section 36—of the National Housing Act provides for 75% of the capital 
cost of erecting low rental accommodation by a federal-provincial partnership. 
This section of the Act can be used for rehousing tenants of former slum areas, 
where such area has changed its use. The remaining 25% of the cost is 
provided by the province.

There has been much greater activity under this Section of the Act than 
the others I have mentioned. Up to the end of 1957 54 projects had been con
structed in 36 cities and towns. The distribution, by province, of these projects
is as follows: —

Newfoundland ................................................................................. 3
Nova Scotia ...................................   1
New Brunswick .............................................................................. 4
Ontario .............................................................................................. 41
Saskatchewan ................................................................................... 3
British Columbia ............................................................................ 2

Altogether 5,845 rental units had been constructed up to the end of 1957.

Part V—of the National Housing Act provides money for urban renewal 
studies to any city desirous of carrying out such a study. These studies can 
clearly define the areas of decay and allow the drawing up of a proper and 
methodical plan of redevelopment.

In this country we have 50 cities with a population in excess of 25,000. 
So far, 14 cities have taken advantage of grants for urban renewal studies.

These cities are—Halifax, Saint John, Moncton, Kingston, London, Toronto, 
Hamilton, Windsor, Sarnia, Winnipeg, Saskatoon, Regina, Trail and Vancouver.

I do not think these things have been spelled out publicly at any time in 
the past. This accounts for my using this opportunity of meeting with you to 
have them put on public record.

It will be seen, therefore, that the means to attack the problem of slum 
clearance already exists. We, at Central Mortgage and Housing Corporation, 
can do nothing to force people to do these things but, at the same time, I feel 
that I should be remiss if I did not put on record that such facilities do exist.

I should like to express the hope that municipalities would seek to acquire 
a greater knowledge of the facilities. Our Branch Managers, our officials in 
the Regional Offices and our staff at Head Office are fully equipped to be able 
to help, advise and guide these people. I refer to municipal officers and 
officials or elected representatives. We are endeavouring to train a staff which 
can sit down with any group of elected representatives or officials in any
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municipality to discuss this with them. We brought our field staff to Ottawa 
for a six-weeks training course, and they are now available all across the 
country to discuss this locally.

No housing program in Canada can ever be an unqualified success unless 
we are substantially reducing the areas of our slums.

The Chairman: Thank you very much for the presentation of this brief.
Senator Horner: We had a witness who suggested that one answer to our 

housing problem would be to loan money on the purchase of older houses. 
Could money be loaned under the National Housing Act for this purpose?

Mr. Bates: If someone wishes to buy an old house he cannot get a loan 
for this purpose under the National Housing Act. N.H.A. loans are available 
only on new houses. If a person is in an old house and he wants to do a re
development job on it he can get a home improvement loan through the banks. 
These loans by the banks are backed by Central Mortgage so that the banks 
will not suffer any loss. I believe that under section 16 of the Act old housing 
can be taken over by a limited dividend corporation and redeveloped, but 
there has been no case of this in my time with the corporation. I think there 
was a case about 10 years ago. To answer your question directly, Senator 
Horner, my reply is that you cannot sell an old house and get an N.H.A. loan 
on it.

Senator Wall: With regard to section 16 of the Act, let us assume that 20 
public-spirited individuals wanted to do something about redeveloping a 
certain part of their city and they put up $1,000 each and organized, let us 
say, a Canadiana Enterprises Limited. Say they want to purchase a block of 
old homes to rehabilitate and rent at a low cost. What are the specifics? Why, 
in fact, has nothing been done under section 16 in this regard?

Mr. Bates: Senator Wall, since I came to the Corporation, which is almost 
four years ago, there has never been such an application.

Senator Wall: Let us assume that we have $20,000 collected by 20 indi
viduals who organized themselves into an enterprise with a view to doing a 
service to their community. What will the N.H.A. do for them, and how can 
their plan be furthered under section 16 of the Act?

Mr. Bates: Do you know this section?
Senator Wall: No, I must confess I don’t.
Mr. Bates: Section 16(1) reads as follows: “The Corporation may, on 

behalf of Her Majesty and with the approval of the Governor in Council, 
make a loan to a limited-dividend housing company for the purpose of assist
ing in the construction of a low-rental housing project or in the purchase of 
existing buildings and the land upon which they are situate and their con
version into a low-rental housing project.”

In other words, Parliament made it clear to this Corporation that section 
16 had two purposes. One was to develop new low-rental housing, and the 
second was to develop existing housing on the land on which it is situated.

The question has never come up in my time. Mr. Secord, you have been 
with the Corporation 10 years. Would you care to answer Senator Wall’s 
question? You may know of cases that have come up, and whether our re
quirements are stringent. It has not come to my attention in four years.

Senator Wall: Let us be practical. Say there is a block of 10 old houses 
that look dilapidated, some which might be tom down and some which might 
be rebuilt. And let us say there are these 20 citizens who want to do some
thing about this and they are going to put in $20,000 to do this as a service, 
and they are satisfied to get 3 to 5 per cent on their money. That is all they 
expect.

Mr. Bates: You mean, what are the procedures?
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Senator Wall: What is an organization able to do with this whole problem?
Mr. Bates: Would you care to answer that, Mr. Secord?
Mr. Secord: We consider an application from that company the same as 

we would from any other company wishing to build. At Prince Rupert there 
was an old army building used during the war, and that building was purchased 
by this group which put up ten per cent, and got a 90 per cent loan for 
rehabilitation, and use of that was limited to its operations.

Senator Wall: So if they put up ten per cent is that for the original 
building or for the re-developed building?

Mr. Secord: Well, they would have to put up ten per cent of the total 
price, and have to show they have the facilities to buy that building first.

Mr. Bates: The question was only asked of me once by the Mayor of 
Halifax. There were some areas in the city, and he wanted to take up little 
pieces of it, and asked if section 16 could be used for this purpose, and I said 
that it could. This was the only occasion the question was ever asked.

Senator Wall: So that when you speak of a low rent, there may be a 
moral restriction, or is there a statutory restriction?

Mr. Bates: There is no statutory restriction, there is a contractual re
striction which is really defined by Government policy. People coming into 
these projects should be people whose incomes are under the lowest third in 
that particular community, wherever it happens to be. It is different in St. 
John’s, Newfoundland, for instance, from Toronto. This is a contractual ob
ligation, and we have instruction from the Government as to what constitutes 
low-income families.

Senator Wall: In other words, this section 16 would permit a benefactor 
of the public to invest a certain amount of his money into some old building 
which could then be rehabilitated; the Government would provide them with 
90 per cent, and if the whole project seemed successful he could provide then 
a service to the community through this section?

Mr. Bates: Yes, and we enter into a contractual arrangement with them. 
We say, “What are your costs, which you must prove to us?” In the case of 
old buildings I suppose the cost-plus improvements apply. We say, “What are 
your operating costs which you must prove to us?”, and if it is five per cent 
of his equity this determines the rent, and we take these rentals every year 
in every limited dividend operation, and these rentals define the kind of people 
who can come into it. j

Senator Isnor: It is not quite as simple as that, is it Mr. Bates? Does 
not the property owner come into the picture and have the say as to whether 
he or she is willing to sell to the municipality, to enter into such a scheme?

Mr. Bates: You are speaking of an earlier stage before the property is 
acquired?

Senator Isnor: Yes.
Mr. Bates: I think Senator Wall is talking about someone who owned 

the property. If somebody doesn’t want to sell a piece of property, nothing 
can be done about it.

Senator Isnor: Expropriation may take place as far as the city is con
cerned, and then pressure is brought to bear by a group saying that they do 
not want to move, and that perhaps they have lived there for forty years. 
Has that not been a stumbling block on more than one occasion to your housing 
projects?
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Mr. Bates: I think maybe we are thinking of something different. Are you 
thinking of properties being expropriated to be demolished? This is a different 
subject from that which Senator Wall has raised.

Senator Isnor: Perhaps that is so.
Mr. Bates: Senator Wall was talking of a building that somebody would 

take over and do a conversion job on by private enterprise.
Senator Wall: Seven or eight houses.
Mr. Bates: This would be done by private enterprise. I think, Senator 

Isnor, you are thinking of something else, are you not?
Senator Isnor: Possibly so.
Senator Wall: Probably Senator Isnor is thinking about the problem 

that would emerge if there was an urban renewal study, as there was in Win
nipeg. They took a section of Winnipeg and said, “Now, we think this is what 
should happen.” But then the problem arose as to how they were going to 
acquire all that property or regulate the use of all the land holdings, and so 
on, in order to have that study come to a sort of respectable fruition. Is that not 
going to be the problem?

Mr. Bates: I think that is probably what Senator Isnor had in mind, and 
it is a problem, of course. A city has powers of expropriation, and if the council 
really wants to do a re-development job, and perhaps drive a highway through 
the city, they can do it, assuming public opinion will go with them. I assume 
you are having in mind the ordinary democratic process of objections, are 
you not.

Senator Isnor: Mr. Chairman, I think this is a very fine brief, and to my 
way of thinking it is the best that has been presented to us. It has given us 
a clear picture. I am just wondering if we should go a step further in our 
thinking and ask for Mr. Bates’ comment on a suggestion that was just made 
when the N.H.A. act was first introduced, in 1938 I think, that housing might 
be undertaken in a similar way as insurance is sold and guaranteed by the 
Government or its agent. Did Central Mortgage and Housing ever consider 
such a plan?

Mr. Bates: Is this not what the 1954 act did? The amendment of 1954 
had brought the federal Government into the position of an insurer of the 
loans made on housing by the banks and lending companies; they became an 
insurance agent in 1954.

Senator Isnor: Except that the individual builder still had to put up a 
certain amount.

Mr. Bates: He does not have to put up so much. If he had there would 
not be so many builders in this country.

Senator Isnor: You have never considered the moral risk at all?
Mr. Bates: I do not think I am getting this question really right. Would 

you frame it again, please? What do you think is the builder’s problem here?
Senator Isnor: I was wondering whether you ever gave consideration to 

the financing of houses by Central Mortgage and Housing Corporation in the 
same way as insurance is sold at a moral risk?

Mr. Bates: No insurance company ever does anything on moral grounds. 
I just do not understand.

Senator Smith (Queens-Shelburne) : I think Senator Isnor wants to know 
whether or not you would give consideration to instituting the house building 
industry such as the Government has done in the annuity business.

Senator Isnor: Thank you, I think that is pretty close to my question.
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Senator Smith: In other words, the Government gets into the business of 
buying and selling houses.

Mr. Bates: At one stage, Senator Smith, this Corporation owned 57,000 
houses.

Senator Smith (Queens-Shelburne) : In other words, the federal Gov
ernment is getting into the business of building and selling houses.

The Chairman: Now you are talking about policy decisions.
Mr. Bates: At one stage the Government owned 57,000 houses, but we 

now have the number down to 14,000; the Government policy has been to 
get rid of them.

Senator Smith (Queens-Shelburne) : That is wartime houses?
Mr. Bates: Wartime houses, defence construction houses and so on.
Senator Connolly (Ottawa West) : Mr. Chairman, I would like to talk 

for a moment about a matter that Mr. Bates raised in his memorandum sub
mitted to us this morning. Perhaps I can describe it as the uneconomic use 
of urban properties in some of the larger municipalities, properties that are 
run down, whether for housing or industrial use. The private enterpriser 
buying up areas, tearing down the existing buildings, and replacing them 
sometimes with very fine living accommodation, perhaps even superior to 
anything in the area.

Mr. Bates: We have it in Ottawa.
Senator Connolly (Ottawa West): You see it in Ottawa on streets which 

a few years ago were regarded as purely commercial streets.
Mr. Bates: Yes.
Senator Connolly (Ottawa West): That is going on in some of the larger 

centres like Toronto and Montreal, sometimes at very great cost; although, 
usually there is a contract ahead of time whereby most of the space in these 
buildings are rented, and it becomes a feasible proposition.

Despite that kind of development, I suppose you do find in the metropolitan 
areas much land that is not being used economically in the interest of the 
municipality? Is there any possibility of getting the provinces or the munic
ipalities to assess the properties that are not being used economically, with a 
view to conversion through expropriation or any other means that might be 
adopted? I ask that question for this reason: as I understand it one finds 
municipalities are facing increased costs for housing in remote sections, in 
the suburbs, while the downtown areas are not being economically used. 
Is there a problem there that the municipalities themselves should make a 
contribution to right now?

Mr. Bates: This, I think, is very important, senator. It is true in almost 
all communities in North America, and is not simply confined to Canada. I 
referred in my statement to Part V of the act. We feel that the urban renewal 
studies are the most important initial step in getting municipalities and people 
within them, to look at the best land usage for the downtown areas. This 
requires a comprehensive study. An excellent example is to be found in Halifax, 
in the study done by Professor Stephenson on urban renewal study. It shows 
the good things that can be accomplished, and that the people of Halifax had 
not dreamed about. This is an excellent example of how urban renewal studies 
affect the attitude of the mind of every citizen in the city, and the council, and 
I think it is the only answer we can give. Already 14 cities are doing these 
studies to see what is the best use for the old areas as well as the new—not a 
fixed, rigid study, but a broad, comprehensive flexible view into the future.

Senator Lambert: The initiative for it came from Halifax?
Mr. Bates: Yes.
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Senator Pratt: Mr. Chairman, on that point, may I ask whether the money 
provided for urban renewal studies is a matter of arrangement with the prov
ince or the municipality as the case may be?

Mr. Bates: We have been putting up 75 per cent of the monetary costs, 
and in many instances we have added to that substantial personal costs, by 
way of staff and help.

Senator Pratt : That is done by your organization, without charge.
Mr. Bates: Yes, without charge. We pay 75 per cent of the monetary costs.
Senator Pratt: It is rather odd that more municipalities have not availed 

themselves of this opportunity.
Mr. Bates: Fourteen already have; this arrangement started only two 

years ago. There was none when I came to the corporation, and now there 
are 14.

Senator Pratt: It is evidence of a very active interest in it.
Mr. Bates: Very active.
Senator Connolly (Ottawa West): Mr. Chairman, may I follow up on 

the question I asked earlier, and in connection with a question now asked by 
Senator Pratt? The C.M.H.C. has research facilities available to municipalities 
that would like to participate in programs for development.

Mr. Bates: I would not like to put it that way. We have a small staff; we 
will pay 75 per cent of the monetary cost—the federal Government does that; 
and we will try to throw in whatever human resources we can, without 
promising that we can do the job for them.

Senator Connolly (Ottawa West): A good plan undertaken under this 
section of the act might very well result in a more efficient and more economic 
and perhaps even a more profitable use of land by the municipality.

Mr. Bates: Oh yes. Just to mention again the Halifax study, which was 
completed some eight months ago, the municipality agreed to follow the first 
phase of the study. I don’t know how well you know Halifax, but behind the 
municipal buildings the Jacob Street area is a very poor, run down area. The 
houses were taken out for commercial re-development ; the people who occupied 
those houses are to be put in Mulgrave Park, in a new re-development in 
another part of the city.

This was an area close to the city hall, very old, very run down and poor, 
which is now being converted to a completely new use, and is set out in the 
report as the first phase of a re-development study. So here we have a good 
example of a study that began ab initio, went through the whole process, went 
through the municipal council, and is in process of development now, and we, 
along with the city, are doing the Musgrove development area; we have 
designed the houses and the whole layout.

Senator Lambert: That conception originated in Halifax?
Mr. Bates: Yes.
Senator Connolly (Ottawa West): In a measure that is being done in 

Ottawa under the National Capital Plan, is it not?
Mr. Bates: Not in this way.
Senator Pratt: You say there is a special federal grant that the Central 

Mortgage and Housing Corporation can use?
Mr. Bates: 75 per cent of the cost—and it comes from the minister. In 

other words it is in his estimates, it is not something that we do.
Senator Crerar: A moment ago you mentioned that the land acquired 

under these provisions of the National Housing Act are to be put to their most
61193-9—3
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effective use. Have you any suggestions as to how the land may be made avail
able? What form has that taken?

Mr. Bates: They have taken various forms. It is pretty much of an ad hoc 
decision on each piece of land. Maybe the land can be acquired only by federal- 
provincial partnership. The partnership may then agree to sell this land to 
someone who wants to build a commercial building, it may be that the part
nership decides that they have had so much trouble acquiring this land that 
they are not going to give it up but will lease it maybe on a 99-year basis 
to an industrial-commercial development.

Senator Crerar: To make it a little clearer, my question was: have any 
suggestions come forward as to how this land can be made available other than 
at exhorbitant prices?

Mr. Bates: Yes. This is up to the partnership. For example, in Regent 
Park South in Toronto the partnership decided that the land would be used 
for low-cost housing, so it acquired the land and marked down the cost of 
it under section 23.

Senator Crerar: Let me clear up what I have in mind. According to the 
brief presented in connection with a suburban area in or near Toronto it was 
stated that the acquisition of a 40-acre tract of land was made at the rate 
of $45,000 an acre. Have you any suggestions as to how that can be overcome?

Mr. Bates: It is a difficult problem.
Senator Crerar: Will you agree that there are certain people who would 

probably corner fresh air and sell it or would try to corner water supplies?
The Chairman: Mr. Bates need not answer that question.
Senator Wall: On pages 4 and 5 of your brief we have the breakdown 

of redevelopment facilities which have brought us, as I gather, an end result 
of about 5,000 or 6,000 units which is woefully small, woefully inadequate, 
indeed tragic. You have not commented on the reasons of that although I 
infer that it may be that the provisions are reasonably adequate. Now, what 
is missing? Is it inadequate public service conceptualization by builders, by 
people who are or should be interested in this? What is wrong that we have 
such a terrible record in this area?

Mr. Bates: Well, in the first instance, if you do not have a good urban 
redevelopment study made so that the people in that community can under
stand, and see its position, if you do not have that, you have nothing.

The Chairman: That is your answer, Senator Wall.
Mr. Bates: No public opinion can be created in favour of redevelopment 

until they can see visually some concept of a changed environment. So this is 
why we are so anxious to see these redevelopment studies going ahead and we 
are very encouraged by the fact that 14 are in process, with some completed, 
in Canada.

Senator Wall: I believe it would not be unfair to say that there is 
probably not enough money in this business and it is one of the things that 
suffer thereby.

Senator Smith (Queens-Shelburne): Where did Professor Stevenson come 
from?

Mr. Bates: The University of Toronto brought him to Canada.
Senator Smith (Queens-Shelburne) : From where?
Mr. Bates: The United Kingdom.
The Chairman: At the last sitting it was suggested that if anybody had 

any specific question they wanted to ask Mr. Bates that they might submit
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them to him in writing. In the meantime Senator Robertson has submitted a 
list of questions and before we adjourn I would like to have those questions 
answered.

Mr. Bates: The following are the questions and answers.
Question 1.

Senator Robertson asked how is the rate of interest paid on its borrowings 
from the Federal Government determined?

The rate of interest paid by Central Mortgage and Housing Corporation 
on its borrowings from the Federal Government is established, according to 
statute, by the Governor-in-Council.

In practice, this represents the cost of money to the government, plus a 
small handling charge. This handling charge is decided by the Department of 
Finance.
Question 2.

Senator Robertson asked what is the present rate of interest paid? 
Order-in-Council No. 1958/629, dated 1st of May, 1958, sets out the 

current rates of interest paid. These are:
(a) On advances made to the Corporation, which are repayable over 

a period of 20 years, the rate of interest is 4% per annum—con
vertible semi-annually.

(b) On advances made to the Corporation for the purpose of making 
loans to limited dividend housing companies, repayable over a 
period of 40 years, the rate is 4-|-% per annum, convertible semi
annually. The exceptions to these are as follows:
(i) For commitments made prior to the passage of Order-in-Council 
1956/466, dated 22nd of March, 1956, the interest rates are adjusted 
to 3i% per annum.
(ii) For commitments made after Order-in-Council 1956/466, 
dated 22nd of March, 1956, the interest rates are adjusted to 3J% 
per annum.
(iii) For commitments made subsequent to September 30, 1957 and 
prior to April 1, 1958, the interest rates are adjusted to 4|% per 
annum.

Question 3.
Senator Robertson asked how often is the rate of interest to be paid 

reviewed:
The rates of interest to be paid are reviewed semi-annually, with effect 

on April 1 and October 1 of each year. The reviews, themselves, usually take 
place early in March and September of each year. The reviews are conducted 
jointly by the Department of Finance and Central Mortgage and Housing 
Corporation.

Our rates of interest for borrowing from the Government are determined 
twice a year by consultation with the Department of Finance.
Question 4.

Senator Robertson asked what differential presently exists between the 
rate of interest paid by C.M.H.C. and the minimum interest rates charged by 
C.M.H.C. on loans to:

(a) Home owners etc., and for home improvement loans.
(b) Employee rental housing loans.
(c) Limited dividend Companies’ Loans.

Before answering this question, I should point out that home improvement 
loans are not made directly by Central Mortgage and Housing Corporation.
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These loans are made by banks or approved instalment credit agencies. The 
loans are guaranteed by C.M.H.C. upon receipt of a fee consisting of 1% of the 
loan.

The going rate of interest on home improvement loans and, indeed, on 
housing loans made by banks and other approved lenders is 6% per annum. 
By Section 40 of the National Housing Act, loans made by the Corporation are 
subject to the same terms and conditions as those made by approved lenders. 
Therefore, the current 6% rate is mandatory.

If the Corporation were to lend at a lower rate than the approved lenders, 
it would mean that Government loans would be sought in preference to those 
made by established lenders. Residual lending would then become preferred 
lending and the Federal Government’s mortgage commitments would reach 
immense proportions.

(a) The differential which presently exists between the rates of interest 
paid by C.M.H.C. and the rates of interest paid to the Corporation 
by home owners and builders is 11% per annum. This does not 
represent, of course, net profit. Corporation loans are invariably 
made because no other lender would accept them. The reluctance 
of the approved lenders to accept these may be explained in several 
ways. One of the most common reasons is that the properties are 
situated in remote and outlying areas, resulting in excessively high 
administrative costs. For example, even in urban areas, a com
mercial lender calculates that his administrative costs amount to 
between f % and 1%. If the bulk of the lender’s business was in 
the remote areas, this percentage would increase considerably.

Likewise, if you are lending on individual housing, for example, as 
distinct from apartment buildings, the costs of administration are very much 
higher. The costs to administer houses in remote areas in the country are much 
higher than to administer the cost of an apartment building consisting of 100 
units somewhere in downtown Toronto.

Furthermore, if a loan goes into default, the difficulties of 
handling the transaction and ultimate resale prove extremely costly.

(b) Senator Robertson referred to “employee rental housing loans.” 
I assume that the Honourable Senator is referring to primary 
industry loans which are made for the construction of houses by 
companies. If this is the case, the difference between the borrowing 
rates paid by Central Mortgage and Housing Corporation and the 
lending rates charged by the Corporation is 14% (borrowing rate 
4%—lending rate 54%).

(c) Loans to limited dividend companies carry an interest differential 
of h of 1% per annum (borrowing rate by C.M.H.C. 44%—lending 
rate 44%).

Question 5.
Senator Robertson asked, in view of the present re-conversion Federal 

financing, approximately what rate of interest will C.M.H.C. have to pay on 
its borrowings after the next review date?

At this date, the Federal Government has not indicated, in any way, to 
Central Mortgage and Housing Corporation, what rates of interest may be 
charged on future borrowings.
Question 6.

Senator Robertson asked if the same differential as between costs of 
borrowing and rates charged on loans is maintained in the future as it has in 
the past, what would the interest rate be to be charged on:

(a) Home owners, etc., and for home improvement loans,
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(b) Employee rental housing loans,
(c) Limited dividend companies’ loans.

Bearing in mind the answer to question 5 when I said, in effect, that I had 
no indication from the Federal Government on possible future interest rates, 
it is not possible to answer Senator Robertson’s question. We have no indication 
what the present Government is going to charge us on future rates.

Senator Lambert: The Bank of Canada is represented on your Board, is 
it not?

Mr. Bates: No, Senator Lambert. It was at one time but not now. 
Question 7.

Senator Robertson asked, in view of the probable increase in the rate of 
interest that C.M.H.C. must pay in the future for their borrowings, and your 
1957 statement that shows almost two million dollars of income over expen
diture, would you care to comment on the possibility of C.M.H.C. reducing the 
differential between interest costs and those charged for loans, while at the same 
time keeping the financial affairs of C.M.H.C. on a solid and sound basis?

Could the differential be decreased by £% or more?
Could the differential be decreased by |%?
This is a question which I regret it is impossible for me to answer. I feel 

that it would not be proper for me to forecast possible increases in the rate of 
interest since this a matter of Federal Government policy. Even if I had the 
knowledge of future interest rates, the question would still be difficult to 
answer without knowing in advance the volume of all loans made by C.M.H.C., 
the amount of each type of loan and the volume of insured loans which would 
be made by approved lenders. Moreover, the differential between C.M.H.C.’s 
borrowing rate and its lending rate fluctuates from time to time. The Corpora
tion has no control over either of these rates. As indicated in the reply to 
Question 4, the differential must bear a considerable administrative cost.

Senator Lambert: Mr. Chairman, I move that we adjourn.
Senator Hawkins: Before I entertain your motion to adjourn I would 

point out that this is the last hearing and the last witness before this com
mittee with respect to this inquiry. I want to take this opportunity to thank 
everybody who has participated in it. Sometimes the questions have been long 
and tiresome and sometimes the answers may have been disappointing, but on 
the whole I think we have been very fortunate in the presentations that have 
been made to us both by the officials of C.M.H.C. and those who have appeared 
before us in a commercial and private capacity.

I do not think we have any apologies to make because somebody who is 
engaged in house building or in any other activity having to do with housing, 
has appeared before us and sponsored what he has believed to be in his best 
interests.

Now, gentlemen, the meeting is adjourned. Thank you very much.
The hearing was thereupon adjourned.

Explanatory Note
During his evidence, Mr. Stewart Bates referred to housebuilding activity 

in and around Toronto. Mr. Bates referred to 37% of the total housebuilding 
activity.

This percentage did not refer to the total number of houses built. It 
referred to the proportion of units built under the Government’s Agency Loan 
plan for small homes. The proportion of total units approved, under this plan, 
for the Toronto area, up to the 25th July, 1958, amounted to 37% of the total 
units approved for the whole of Canada.
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Up to the ' 25th July, 1958,—29,154 units had been approved, of which 
10,752 were situated in the Toronto area.

A table showing the total dwelling starts across Canada is appended 
herewith: —

HOUSE-BUILDING ACTIVITY

DWELLING STARTS IN METROPOLITAN AND MAJOR URBAN AREAS

Area 1955 1956 1957
January-April March April

1957 1958 1957 1958 1957 1958

Metropolitan Areas
Calgary............................... 3,129 3,742 3,425 433 1,060 90 190 218 407
Edmonton.......................... 3,843 3,203 3,320 189 965 16 327 101 541
Halifax................................. 1,314 1,189 842 122 143 25 40 71 59
Hamilton........................... 3,368 3,401 3,264 451 908 119 266 191 408
London................................ 1,415 1,370 1,269 244 621 59 161 129 266

Montreal............................. 22,124 19,168 19,122 3,339 5,186 964 1,180 1,510 2,189
Ottawa-Hull...................... 3,817 4,261 3,824 476 685 52 143 323 398
Quebec................................. 3,359 2,651 1,287 319 237 119 70 114 103
Saint John.......................... 299 337 255 46 47 14 6 16 35
St. John’s........................... 495 463 206 21 87 — 15 10 43

Toronto............................... 19,622 16,878 17,113 2,870 6,518 926 1,604 1,261 2,274
Vancouver.......................... 8,471 8,450 7,539 1,625 3,595 450 913 687 1,365
Victoria............................... 1,546 1,187 1,053 270 470 67 176 94 148
Windsor............................... 1,324 1,397 1,037 271 404 102 106 112 175
Winnipeg............................. 4,926 3,389 2,092 107 559 14 123 69 296

Sub-Total....................... 79,052 71,086 65,648 10,783 21,485 3,017 5,320 4,906 8,707

Major Urban Areas (})
Brantford........................... 392 306 213 52 66 13 19 30 39
Chicoutim i-Jonq uiere... 555 677 506 46 147 7 58 39 79
Ft. William-Pt. Arthur. 613 517 694 40 183 8 32 32 137
Guelph................................. 435 341 268 53 129 12 31 26 57
Kingston............................. 605 469 372 66 126 6 43 31 62
Kitchener........................... 1,035 928 786 117 208 27 71 73 81
Moncton.............................. 351 409 248 9 29 — 2 9 19

Niagara Falls................... 559 411 322 84 183 35 59 34 71
Oshawa............................... 827 685 1,084 112 541 22 106 68 275
Peterborough.................... 522 374 474 43 122 7 29 35 82
Regina.................................. 1,445 1,011 1,035 28 54 — 4 9 35
St. Catharines.................. 1,138 767 766 111 187 29 81 46 65
Sarnia................................... 767 569 516 103 151 55 57 30 64
Saskatoon........................... 868 990 1,080 35 176 — 10 35 157

Sault Ste. Marine............ 348 456 550 49 217 57 49 159
Shawinigan Falls............. 337 372 236 34- 39 3 5 29 29
Sherbrooke........................ 333 329 210 42 72 8 17 23 43
Sudbury.............................. 916 695 543 110 106 23 33 85 64
Sydney................................ 100 245 257 15 29 3 8 8 12
Three Rivers.................... 551 409 442 42 80 8 24 30 48
Timmins............................. 35 23 37 2 — — — 2 —

Sub-total........................ 12,732 10,983 10,639 1,193 2,845 266 746 723 1,578

All Other................................ 46,492 45,242 46,053 5,134 6,210 1,085 2,029 3,071 2,895

Canada(2)............................... 138,276 127,311 122,340 17,110 30,540 4,368 8,095 8,700 13,180

(*) Includes the fringe areas of centres from 50,000 to 100,000 population. Source: DBS.
(2) Excludes Yukon and Northwest Territories.
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Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
June 11, 1958.

The Honourable Senator Aseltine moved, seconded by the Honourable 
Senator Quinn—

That the names of the Honourable Senators Brunt, Emerson and Thorvald- 
son be added to the list of Senators serving on the Standing Committee on 
Finance.

The question being put on the motion, it was—
Resolved in the affirmative.

J. F. MacNEILL,
Clerk of the Senate.

THE STANDING COMMITTEE ON FINANCE 

The Honourable C. G. Hawkins, Chairman

The Honourable Senators

Aseltine Gershaw
Baird Golding
Barbour *Haig
Beaubien Hawkins
Bouffard Hayden
Brunt Horner
Burchill Howden
Campbell Isnor
Connolly (Halifax North) Lambert 
Connolly (Ottawa West) Leonard 
Crerar * Macdonald
Dupuis McKeen
Emerson Molson
Euler Paterson
Farris Pearson
Fraser Petten

Pratt 
Quinn 
Reid 
Roebuck 
Robertson 
Smith (Queens- 

Shelburne) 
Stambaugh 
Taylor (Norfolk) 
Thorvaldson 
Turgeon 
Vaillancourt 
Vien 
White
Woodrow—44

(Quorum 9)

*ex officio member.



ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate

Tuesday, May 20, 1958.

With leave of the Senate,
The Honourable Senator Aseltine moved, seconded by the Honourable 

Senator Pearson—

That the report of Central Mortgage and Housing Corporation for the 
fiscal year ended the 31st of December, 1957, be referred to the Standing 
Committee on Finance for consideration and report.

After debate, and—
The question being put on the motion, it was—

Resolved in the affirmative.
J. F. MacNEILL,

Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, August 7th, 1958.

Pursuant to adjournment and notice the Standing Committee on Finance 
met this day at 10.30 a.m.

Present: The Honourable Senators Hawkins—Chairman, Aseltine, Baird, 
Brunt, Connolly (Ottawa West), Crerar, Dupuis, Euler, Haig, Horner, Isnor, 
Lambert, Leonard, Pearson, Pratt, Smith (Queens-Shelbume), Stambaugh, 
Taylor (Norfolk), Turgeon and White.—20.

Consideration of the order of reference of May 20th, 1958, was resumed.

A draft Report, read by the Chairman, was discussed and adopted.
Consideration of the said order of reference was concluded.

At 12.05 p.m. the Committee adjourned to the call of the Chairman.

Attest.
John A. Hinds,

Assistant Chief Clerk of Committees.
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REPORT OF THE COMMITTEE

Thursday, August 7th, 1958.

The Standing Committee on Finance, to whom was referred the Report of 
Central Mortgage and Housing Corporation for the fiscal year ending December 
31, 1957, report as follows: —

On May 20, 1958, the following order of reference was adopted by the 
Senate:

“That the Report of Central Mortgage and Housing Corporation 
for the fiscal year ended 31st December, 1957, be referred to the 
Standing Committee on Finance for consideration and report.”

Subsequently the Committee held eight meetings and heard evidence from 
the President of Central Mortgage and Housing Corporation, Mr. Stewart Bates, 
and other bodies interested in the building of houses. The evidence adduced 
was sufficient, in the opinion of your Committee, to justify the early adoption 
of the recommendations set forth herein.

1. Central Mortgage and Housing Corporation
A study of the evidence given by the President of Central Mortgage and 

Housing Corporation and other witnesses shows that the position of the Cor
poration is one of major importance to the economy of this country. Your 
Committee feels that the creation of conditions which will encourage a vigorous 
house-building programme is one of the prime duties of Central Mortgage and 
Housing Corporation. At the present time, this duty is, in the opinion of the 
Committee, being fully discharged.

It is evident that attention is being paid by the Corporation to the require
ments of efficiency and economy in the use of public funds. Your Committee 
feels that the reduction in staff, without loss of efficiency or service, and its 
consequent saving in money is singularly praiseworthy.

As the interpreter and administrator of the Federal Government’s housing 
policy, under the National Housing Act, Central Mortgage and Housing Cor
poration is, in the opinion of your Committee, diligently discharging these 
duties.

The Annual Report for the year ending December 31, 1957, which has 
been under study by your Committee, is a full and frank statement of the 
housing activities carried out during the year 1957.

Exhibit 1 shows the various reserves available for Mortgage Insurance, 
Home Improvement Loan Insurance and Rental Guarantees. From the evidence 
given on this subject, there appears to be some doubt as to whether the reserve 
fund for mortgage insurance is adequate or excessive. The Committee feels 
that a closer study of this fund is warranted. At the same time, it is the 
opinion of this Committee that an adequate margin of safety must be accu
mulated before any reduction in the mortgage insurance fee is contemplated.

Your Committee therefore recommends that an actuarial study be made of 
the Mortgage Insurance Fund, with a view to ascertaining the point at which 
a reduction in the mortgage insurance fee might be warranted.
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2. Mortgage Insurance on Existing Residential Real Estate
Throughout the proceedings, frequent mention was made of the desirability 

of providing home ownership facilities for people of low income. (See Exhibit 
2) One method by which this could be partially achieved would be to extend 
the facilities of the National Housing Act to modest existing houses.

Such an extension does not appear to be appropriate at the present time. 
The Committee feels that Central Mortgage and Housing Corporation should 
keep this subject under constant study with a view to advising the Federal 
Government of a suitable time for such an amendment. It is suggested that if 
and when the time for such an amendment arrives the facilities be limited to 
home owner loans and that a modest loan limit be applied.

3. Loans for University Students’ Dormitories
The Committee listened to evidence presented by the National Conference 

of Canadian Universities of the growing need for providing accommodation 
to resident students.

At the present time, the Federal Government is facing increasing demands 
for financial assistance for various housing purposes. The Committee is of 
the opinion that housing people, particularly those of low income, deserves the 
utmost priority. To this end, the largest percentage of available mortgage 
resources, both federal and private, are presently required. The provision of 
hostel accomodation for universities is both desirable and necessary. At the 
present time, however, the federal funds available under the National Housing 
Act are fully required for housing purposes.

While sympathizing with the University authorities in this problem, your 
Committee does not feel that a recommendation for an amendment to the 
National Housing Act permitting the use of federal funds for financing such 
accommodation is merited at the present time.

However, as the evidence given to the Committee was to the effect that 
there is now no source for borrowing money for the construction of university 
residences, in the further study of this subject consideration might well be 
given by the Central Mortgage and Housing Corporation in conjunction with 
the educational institutions and the provincial departments concerned, to a 
suggestion that loans on such residences by approved lending institutions be 
qualified, subject to reasonable conditions, for insurance under that part of 
the National Housing Act providing for insurance of loans.

4. Financing of Municipal Services
Your Committee heard evidence with respect to this matter but is not 

prepared to make any recommendation on the subject.

5. Low-cost Housing
The Committee feels that a proper definition of the terms “low-cost hous

ing” and “low income groups” is appropriate at this time. It is recommended 
that the following definitions be adopted: —

Low-cost Housing
Any single family dwelling, the cost of which, including structure, 

land, services or septic tank and well, does not exceed a total cost of 
$9,000. Such a house must conform to the minimum housing standards 
for National Housing Act construction. (See Exhibits 3 and 4)
Low-income Groups

Any family, in any area, whose annual income falls in the lower 
third of the local income group.

(At the present time, the national average family income at the 
top of the lower third, amounts to $3,600 per annum.)
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Your Committee considers that home ownership for this group of our 
population should be encouraged as much as possible. A greater provision of 
houses at a cost not exceeding $9,000 would provide homes for many people 
of modest income. An example of such a house follows hereunder:

Cost of house and land ................................................................. $9,000
Down payment................................................................................... 900
NHA loan ............................................................................................ 8,100
Insurance fee ................................................................................... 162

8,262
Monthly repayments at 6% over 25 years ......................... 53.00
Assumed taxes ................................................................................... 15.00

Total monthly payment ............................................................. 68.00
At a repayment ratio to income of 27%, a home owner earning $3,022 per 

annum could afford to acquire such a house.
The Committee heard, with interest, of the plans of Central Mortgage and 

Housing Corporation to prepare designs for modest dwellings in the remote 
and outlying areas. It is to be hoped that this work will be extended to en
courage a better standard of construction in these areas.

Evidence has been heard on the need for providing low rental accom
modation. The Committee feels that the present facilities offered under the 
National Housing Act are adequate and that amendment for the purpose of 
extending these facilities is not warranted at present.

The Committee hopes that the fullest possible resources of Central Mort
gage and Housing Corporation will be directed toward encouraging the prov
ision of low-cost homes, the expansion of low rental accommodation, and the 
raising of standards of construction in the remote areas.

6. Shortage of Mortgage Funds
From the evidence presented, it is apparent that the flow of mortgage 

funds during the last few years has been both insufficient and erratic. Concern 
has been expressed by various witnesses about the future supply of mortgage 
funds. It is evident that there is a need for a close study of the problem of 
increasing the supply of mortgage funds and stimulating the sale of insured 
mortgages.

Your Committee recommends, therefore, that an organization be set up 
under the leadership of Central Mortgage and Housing Corporation to carry 
out a close study of this problem. This body would contain representatives of 
the Bank of Canada, the Department of Finance, chartered banks, life com
panies and other approved lenders. Its terms of reference should be confined 
to two aspects: —

(a) Increasing and stabilizing the flow of mortgage funds.
(b) Stimulating the sale of insured mortgages and encouraging the 

resultant sale funds back into the mortgage market.

7. Private Lending in Remote Areas
Evidence was given which suggested that a reluctance exists on the part 

of many approved lenders to lend in the remote areas. It appears that, although 
these loans carry the same guarantee as insured loans in urban centres, the 
administrative costs and greater difficulty of resale do present greater problems 
to a lender than loans in the urban centres.

While direct loans by Central Mortgage and Housing Corporation are, of 
course, available in these areas, the Committee does not consider that the 
Corporation should provide facilities which can be equally well supplied by a 
private institution.



250 STANDING COMMITTEE

Your Committee recommends that Central Mortgage and Housing Corpora
tion initiates conversations with representatives of the approved lenders, in 
an attempt to influence the lenders to extend greater lending opportunities to 
the remote areas than exist at present.

8. Urban Development
The Committee was impressed by the evidence given of the growing need 

for slum clearance in many of our cities. Greater use of the facilities available 
under the National Housing Act will have to be made during the next ten years 
if this problem is to be dealt with.

From the evidence presented, it appears that municipalities are not taking 
adequate advantage of the opportunities for financial assistance in redeveloping 
the substandard areas of our cities.

It is to be hoped that possibly Central Mortgage and Housing Corporation, 
in co-operation with the Federation of Mayors and Municipalities, will provide 
more detailed information on the facilities available under the National Hous
ing Act directly to municipal officials.

9. Co-Operative Housing
Evidence was given of the success of co-operative housing projects in many 

parts of the country. Inasmuch as this has provided economical and worthwhile 
housing, your Committee feels that efforts by co-operative groups to build their 
own houses should be encouraged as much as possible.

It is suggested that much wider publicity be given to the opportunities for 
co-operative housing under the National Housing Act. The Committee feels 
that the method of disseminating this information should be left to the discre
tion of Central Mortgage and Housing Corporation.

10. Research into new methods of Construction
Evidence was given of the initiation of research projects by the Corpora

tion. (See Exhibit 5) It is felt that this is to be highly commended. Your 
Committee would like to express the hope that the utmost priority be given 
to further research work into finding new methods of construction which will 
reduce the cost of housing, new methods of sewage disposal, and new materials 
suitable for construction in the northern areas.

It is hoped that the resources of private industry will, at all times, be sought 
and that the present close co-operation which exists between Central Mortgage 
and Housing Corporation and the Division of Building Research, National 
Research Council, will continue.

Conclusion
The Committee has been impressed by the calibre of the witnesses heard 

and the quality of the evidence given. In such a complex field as that of 
housing the present and future population of the country, it is inevitable that 
differences of opinion exist on the best means of solving the problem.

Nevertheless, your Committee feels that the various organizations engaged 
in housing activities are to be commended for their effort and enterprise. In 
Central Mortgage and Housing Corporation, the Committee is of the opinion 
that the Federal Government has a housing agency of the highest quality. It 
is gratifying to note that the private interests with whom the Corporation co
operates in housing, building and financial matters hold the organization in the 
highest esteem. Your Committee expresses the hope that this close liaison and 
co-operation will continue to flourish in achieving the common aim of improving 
housing conditions in Canada.

All which is respectfully submitted.
C. G. HAWKINS,

Chairman.



EXHIBIT 1.
Reserves for Mortgage Insurance, Home Improvement Loan Insurance and Rental Guarantees for the Year ended December 31, 1957.

Reserve for Mortgage Insurance
Reserve for

Home Improvement Loan Insurance Reserve for Rental Guarantees Totals

Total to 
December 31 

1956
Year 1957

Total to 
December 31 

1957

Total to 
December 31 

1956
Year 1957

Total to 
December 31 

1957

Total to 
December 31 

1956
Year 1957

Total to 
December 31 

1957
December 31 

1957

* t $ i t i t t t t
Fees and premiums received.......................................
Net income from securities..........................................

21,466,846
678,982

7,278,911
935,303

1,049

38,185
3,792

28,745,757
1,614,285

1,049

565,219
15,829

306,032
26,432

871,251
42,261

2,041,026
152,023

370,368
52,886

2,411,394
204,909

32,028,402
1,861,455

1,049
1,728

38,185
3,792

Interest earned on mortgages......................................
Recoveries on claims paid...........................................
Real Estate acquired on claims paid......................
Profit on sales of real estate........................................

38,185 
3,792

285 1,443 1,728

22,145,828 8,257,240 30,403,068 581,333 333,907 915,240 2,193,049 423,254 2,616,303 33,934,611

Deduct
Claims paid and legal expenses..........................
Loss on sale of securities.......................................

38,185 38,185 11,536 40,787 52,323 481,263
1,900

131,063 612,326
1,900

702,834
1,900

38,185 38,185 11,536 40,787 52,323 483,163 131,063 614,226 704,734

22,145,828 8,219,055 30,364,883 569,797 293,120 862,917 1,709,886 292,191 2,002,077 33,229,877

Mortgage insurance in force................................................................... $1,425,000,000
Amount insured in respect of Home Improvement loans......... $ 4,306,000
Current year’s rentals covered by Rental Guarantee contracts $ 15,250,000

Mortgage insurance in force................................................................... $1,425,000,000
Amount insured in respect of Home Improvement loans......... $ 4,306,000
Current year’s rentals covered by Rental Guarantee contracts $ 15,250,000

to
Ol
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EXHIBIT 2.

Characteristics of Loans and Borrowers Under the National Housing Acts.

Per Cent of Borrowers

Range of Borrower’s 
Income 

$

1957 1958

1954 1955 1956
Non

agency

1st Quarter
Agency Non

agency Agency

Under 3,000........................... 0.9 1.0 0.4 0.1 0.1 0.2 0.3
3,000 to 3,999.......................... 20.6 22.5 15.4 6.0 11.3 5.7 15.4
4,000 to 4,999.......................... 37.9 36.4 35.2 29.1 46.3 26.6 43.7
5,000 to 5,999.......................... 20.1 20.3 24.0 27.7 25.8 27.3 23.1
6,000 to 6,999.......................... 10.1 9.6 11.8 16.9 9.5 18.3 9.8
7,000 to 7,999.......................... 4.6 4.3 5.9 8.7 3.9 9.5 3.4
8,000 to 8,999.......................... 2.4 2.2 2.8 4.6 1.3 5.0 1.7
9,000 to 9,999........................... 1.1 1.1 1.4 2.2 0.5 2.3 0.8

10,000 and over........................ 2.3 2.6 3.0 4.7 1.3 5.1 1.8

Total.................................. 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Number of Borrowers............ 26,982 47,728 47,593 29,997 2,269 3,890 3,498

$ $ $ 8 8 8 8
Average Applicant’s Income.. 4,962 5,023 5,312 5,857 5,026 5,962 5,036
Average Family Income....... 5,382 5,442 5,784 6,356 5,595 6,313 5,700
Average Down Payment (4).. 3,084 2,773 3,217 3,929 2,461 3,694 2,263
Average Amount of Loan(5).. 9.344 10,022 10,352 10,960 10,108 11,630 10,799
Average Cost of Dwcllings(6). 
Average Debt Service to In-

12,335 12,598 13,366 14,674 12,370 15,096 12,850

come Ratio........................... 18.2 18.6 18.3 18.5 19.7 19.4 20.9

(*) Institutional loans only. Source: CMHC.
(2) Includes agency loans.
(3) Income of head of family only. The income of dependents is not included.
(4) Based on the difference between average estimated costs or for builders’ sales, prices and 

average loan amounts. Appropriate allowance is made for the mortgage insurance fee.
(6) From 1954 onwards the loan amount includes the mortgage insurance fee.
(•) For owner applicants the average costs are those estimated by the borrower, while for 

purchasers the actual sale prices are used. The mortgage insurance fee is included.
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EXHIBIT 3.

Prices of Houses Financed Under 
the National Housing Acts.

(Per Cent)

Price Range 
$ 1954 1955 1956

1957 1st Quarter, 1958

Non
agency Agency Non

agency Agency

Under 7,000............................... 0.1 t j
7,000- 7,999.............................. 0.3 0.1 t t — — —

8,000- 8,999............................... 2.3 2.4 0.9 0.1 0.2 — 0.2
9,000- 9,999............................... 7.9 8.4 4.4 1.6 4.2 0.4 1.9

10,000-10,999............................... 18.6 18.7 10.4 3.9 14.8 2.7 10.8
11,000-11,999............................... 16.6 16.5 16.2 9.4 20.7 4.2 18.3
12,000-12,999............................... 21.0 15.2 16.3 13.8 29.6 12.4 27.7
13,000-13,999............................... 13.1 13.3 14.1 14.0 12.9 13.4 17.2
14,000-14,999............................... 7.8 9.9 11.7 15.1 10.8 15.2 13.5
15,000-15,999.............................. 4.7 5.7 8.9 12.4 4.7 16.9 7.1
16,000 and over.......................... 7.6 9.8 17.1 29.7 2.1 34.8 2.2

Total..................................... 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Number of Dwelling Units.. 26,984 47,728 47,593 29,997 2,269 5,964 9,425

Source: CMHC.

EXHIBIT 4.

Sizes of Houses Financed Under 
the National Housing Acts.

Floor Area 
(Sq. Ft.)

1954 1955 1956
1957 1st Quarter, 1958

Non
agency Agency

Non
agency Agency

Under 1,000................................. 27.1 28.9 19.2 12.0 22.5 7.2 21.5
1,000-1,099................................... 26.9 26.9 29.4 27.6 63.6 24.1 62.8
1,100-1,199................................... 23.5 20.9 22.5 26.0 3.7 30.2 8.3
1,200-1,299................................... 12.2 11.8 14.7 17.1 7.2 19.2 5.1
1,200-1,399................................... 5.5 5.9 6.9 8.0 2.3 10.7 1.7
1,400 and over............................ 4.8 5.6 7.3 9.3 0.7 8.6 0.6

Total..................................... 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Number of Dwelling Units.. 39,305 57,119 37,513 26,512 11,352 3,459 6,819

Source: CMHC.
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EXHIBIT 5

Description of How an Individual Household Sewage Disposal Unit Might Work 
and Description of the Experimental Foamed Plastic Hut

DESCRIPTION OF HOW AN INDIVIDUAL HOUSEHOLD 
SEWAGE DISPOSAL UNIT MIGHT WORK

The best known individual sewage disposal unit is the septic tank and 
disposal tile bed. This method has been in use for over 100 years with little 
improvement and sometimes does not function well in congested areas.

In the septic tank the solids are reduced by settling out and digestion by 
bacteria called anerobes. The residue in the tank is called digested sludge. To 
purify this septic sludge requires the action of another bacteria called aerobes. 
These require large quantities of oxygen which is provided by allowing the 
sludge to flow through a tile bed set not too deeply in the soil so as to permit 
the penetration of oxygen. This action will purify the sludge quite well.

There is a unit available which uses these same principles but does much 
of the operation by mechanical means. The waste is flushed through a grinder 
which reduces the solids much as the septic tank does and the waste is then 
deposited into a tank containing water. Air is bubbled through this water con
tinuously to provide oxygen for the aerobes which then purify the effluent. 
This process is called “activated sludge” and has been used for years in mass 
disposal sewage plants.

Such a unit is now available but it seems to have many limitations when 
used as a closed circuit re-using the same water again and agaih. Central 
Mortgage and Housing Corporation has financed a project to study this action 
and encourage improvements to make it operate satisfactorily.

This description of a possible individual household sewage disposal unit 
is based on the use of bacteria. There may be other methods and C.M.H.C. is 
trying to encourage additional work towards the elimination of mass sewage 
disposal pipes and plants.

One of the first things C.M.H.C. did when it was decided to study this 
problem was to have a literature search made. This search disclosed that very 
little research was or is being done on this subject.

The literature was checked carefully and letters were written to every 
major country in the world. It appears that the only country in which any 
work of this kind was done is the United States of America. Other countries 
appear to have discouraged such work because of high population densities 
and fear of pollution of the soils and waters. In the U.S.A., however, two units 
are now on the market. Both of these operate on the activated sludge or aerobic 
principle.

DESCRIPTION OF THE EXPERIMENTAL FOAMED PLASTIC HUT

In the attempt to find some revolutionary approach to new construction 
methods Central Mortgage and Housing Corporation together with the Division 
of Building Research encouraged the development of a foamed plastic hut. 
The floor, walls and roof of this consist of various types of foamed cores 
with different type skins. The floor also includes water pipes and electrical 
conduit built-in in such a way that the jointing of the panels automatically 
connects the pipes. The objective is to develop materials which will provide



FINANCE 255

structural strength, insulation, water resistance, rigidity and appearance, and 
the services, in one and which can be assembled on-site with a minimum of 
field labour.

A second hut is planned to be built of a material which may ultimately 
permit foaming in place.

If these are successful it is hoped to encourage further development along 
these lines.

If successfully developed such a method of construction would be particu
larly useful for northern construction. If the experiment is successful, it is 
possible to envisage two cans of liquid shipped to a site and then foamed in 
light weight molds up to 20 or 30 times its volume. Transport by air would be 
eased very much. Further, unskilled on-site labour could erect such houses 
easily.
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