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Cheap Mansions and
Expensive Apartments
Why the rich pay less and the poor pay more
A recent news story reported that Amazon founder Jeff Bezos
has purchased the most expensive estate in Los Angeles for
$165 million, an amount equivalent to one third of one per
cent of his net worth. According to the article:

This got us thinking
about housing
in the Toronto
Region. What do
the numbers from
the last census say
about how the rich
fare compared to
the rest of us?

	
“ If you make $60,000 a year, that’s like spending
$75 on a house.”1
Proportionally speaking, the very rich spend far less on their
shelter costs than the rest of us do.
This got us thinking about housing in the Toronto Region.
What do the numbers from the last census say about how
the rich fare compared to the rest of us?

•	Residents of the richest neighbourhood paid 8% of their income
toward shelter.

•	The 10 richest neighbourhoods paid 12% of their income toward
shelter costs.

•	The 48 poorest neighbourhoods paid 24% of their income toward shelter
costs.

•	The remainder of Toronto’s neighbourhoods paid 22% of their household
income on shelter costs.

In this short paper, we explore the differences between rich and poor City of
Toronto residents based on their shelter costs and income. To understand this
phenomenon we need to consider three important concepts: absolute costs,
relative costs and proportional costs.

Absolute costs
In actual or absolute terms, the rich pay more for what we refer to as the necessities
of life than the middle class or the poor do.
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https://www.theverge.com/2020/2/12/21135400/jeff-bezos-warner-estate-expensive-property-david-geffen-amazon

The rich can afford to eat expensive food and visit fancy restaurants. It is often
said that:

•
•
•

The poor eat calories
The middle class eats nutrition; and
The rich eat presentation.

The price tags and clientele in high-end stores are visible
evidence that the rich pay more for their clothing. When it
comes to personal care, the cost of high-end perfumes and
colognes, exclusive salons, fitness centres, and spas easily
make the case that the rich pay more. The same is obviously
true for transportation and leisure.
Likewise, the actual or absolute costs of mansions and luxury
condos are more than other condos, apartments, and smaller
single family dwellings.

In relative terms,
the poor always
pay more as
the cost of the
benchmark is
fixed and they
have the least
money.

Relative costs
A more interesting question centres on who pays the most for necessities
in relative terms. A large body of literature makes the claim that, relative to a
benchmark cost applied across the board, the poor pay more for necessities.2
The benchmark might be the cost of a nutritious diet, for example, or the average
rent for a two-bedroom apartment. In Toronto, average rents may top $1,700 a
month and a nutritious diet for a single person may top $300 a month.
In relative terms, the poor always pay more as the cost of the benchmark is fixed
and they have the least money. Benchmark costs will always consume a larger
share of their incomes.

Proportional costs
Proportional costs are a little more complicated than relative costs. We establish
different benchmarks for the same necessity for different groups of people.
With food, for example, there may be costly diets and modest diets. Both meet
a basic standard of nutrition, but one is more expensive. The rich may purchase
higher quality foods, with attractive presentation and sophisticated preparation.
The benchmark cost for their nutritious meal is higher.
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For housing, there are mansions, houses, and apartments. In proportion to
his income, Jeff Bezos is paying a pittance for the upkeep of his mansion. The
proportional costs of his shelter are much lower than they are for the rest of us.
We wondered, does that proportionality hold true across the board for rich and
poor? Specifically, does it hold true in Toronto?

Toronto’s neighbourhoods:
Four categories
This paper explores the topic of proportional housing costs using census data for the
City of Toronto. The census allows analysis of the 140 distinct neighbourhoods into
which the City is conventionally divided.
Map 1 illustrates these neighbourhood divisions, colour coded for variations in
average income.
Map 1: Toronto neighbourhoods average after-tax,
after-shelter costs income variations,
per capita, 20153

 NIA Boundaries
 Top 1 highest Income-Bridal
Path-Sunnybrook-York Mills
($143,084 Per Year)
 Richest

10
($55,874 to $143,084 Per Year)
O
 thers
($18,803 to $51,143 Per Year)
P
 oorest 48
($12,117 to $18,712 Per Year)
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For the rationale on using after-shelter income as the way to identify poor neighbourhoods and group
neighbourhoods by income, see https://openpolicyontario.s3.amazonaws.com/uploads/2019/10/Double-orNothing_web-FINAL-R2.pdf

In this paper, our focus is on three income categories:

•	The poorest 48 neighbourhoods, including all of the City’s 31 designated
Neighbourhood Improvement Areas

• The top ten richest neighbourhoods in Toronto
•	The very richest neighbourhood within the top ten, Bridle Path/Sunnybrook/
York Mills, which we refer to as Bridle Path in this paper.

A note on Toronto’s other 82 neighbourhoods
This paper does not cover in any detail the ‘other’ 82
neighbourhoods that are neither rich nor poor. Within those
82 neighbourhoods, there is a lot of variance in the percentage
of income that residents spend on shelter.
For example, the Bay Street Corridor, a fairly high-income
neighbourhood, shows a high shelter cost-to-income ratio at
32.6%. But it is nevertheless a middle-income neighbourhood.
It is not poor. In another middle-income neighbourhood,
Scarborough Centennial, residents pay a low percentage
of their incomes on shelter, although they can afford to
pay more.
We have chosen not to study the ratios in the 82 ‘other’
neighbourhoods because, although they are not rich, their
residents can make trade-offs in terms of how they spend
their money. The poor have fewer options in choosing
accommodation because of housing scarcity in the low end
of the rental market. For the rich, the whole of the shelter
market is available to them.

The poor have
fewer options
in choosing
accommodation
because of housing
scarcity in the low
end of the rental
market. For the
rich, the whole of
the shelter market
is available to them.

The choices and trade-offs that residents make in the ‘other’ neighbourhoods
are based on a complex mix of factors that could include proximity to work,
schools, and recreation, as well as other variables. Looking more deeply into
these factors might be an interesting area of further research.
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Income in Toronto’s
neighbourhoods
Having established our four neighbourhood categories, we now look at their
household incomes after taxes but before shelter costs. Figure 1 illustrates this.
Figure 1: Average after-tax income of neighbourhoods in the City of
Toronto, by household: 2015/2016
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According to the 2015 census, household income of the top ten richest Toronto
neighbourhoods averaged $202,563. The richest neighbourhood
came in at $439,563. In the poorest 48 neighbourhoods, the
average yearly household income was $60,118. For the other 82
It is also striking
neighbourhoods, household income was $81,435.

how very much
higher the
average income
is in single richest
neighbourhood –
more than double
the average of the
top ten.

Looking at Figure 1, some readers may be struck by how narrow
the gap appears between low-income neighbourhoods and
‘other’ neighbourhoods in Toronto. The average household
income difference is less than $20,000.
Likewise, they may be struck by how big the stretch is up to the
next bar, average incomes in the ten richest neighbourhoods.
It is also striking how very much higher the average income
is in single richest neighbourhood -- more than double the
average of the top ten.

This phenomenon – dubbed “The rich and the rest of us” by Armine Yalnizyan,4
has been noted by scholars for some time and now has its own literature.
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Armine Yalnizyan, The Rich and the rest of us: The changing nature of Canada’s growing gap, 2007

Daniel Markovits explains it this way:

The rich and the
rest of us now
work, live, marry,
and reproduce,
shop, eat,
play and pray
differently in
largely separate
social worlds.

	
“ The middle class is literally shrinking; the share of all
households that might be sensibly called middle class
has fallen by nearly a fifth from its peak, and the share
of total income captured by middle class households
has fallen by roughly one third… “The rich and the rest of us
now work, live, marry, and reproduce, shop, eat, play and
pray differently in largely separate social worlds.”5

Shelter costs as a percentage
of income
Now the time has come to look at our four categories in terms of their proportional
shelter costs (Figure 2). Those who have the highest absolute shelter costs, that is,
the owners of mansions and estates, have lower proportional shelter costs than
those who reside in rentals.
On average, those in the poorest 48 neighbourhoods pay almost one quarter of
their household income on shelter costs. Those in the richest 10 neighbourhoods
pay less than 13%. The very richest neighbourhood residents pay less than 8% of
their income on shelter costs.
Figure 2: Average percentage of after-tax income paid for shelter costs in
the City of Toronto, by household, 2015/2016
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D
 aniel Markovits, The Meritocracy Trap: How America’s Foundational myth feeds inequality, dismantles the middle class
and devours the elite, Penguin Press, New York 2019, p.202
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Table 1 summarizes for the four categories: average after-tax income, actual or
absolute shelter costs, and proportional costs of housing. ‘Shelter cost’ is defined
by Statistics Canada as the average monthly total of all shelter expenses paid by
households that own or rent their dwelling.
Shelter costs for owner households include, where applicable, mortgage
payments, property taxes, and condominium fees, along with the costs of
electricity, heat, water and other municipal services. For renter households,
shelter costs include the rent and, where applicable, the costs of electricity, heat,
water, and other municipal services.6
Table 1: Average after-tax income and shelter costs in the City of
Toronto, by household, 2015/2016
Neighbourhoods

Average After-tax
Tax Income

Average
Shelter Costs

Top 1 Richest

$439,563.46

$33,937.69

Average
Percentage of
Shelter Costs
of Income
7.72%

Top 10 Richest

$202,563.56

$25,136.50

12.41%

Poorest 48

$60,117.72

$14,717.19

24.48%

Others

$81,435.20

$18,235.03

22.39%

Renters and owners: Comparing
the proportional cost
of shelter
You may be asking what the impact of home ownership is on the
proportional cost of housing. Let’s look at that.

In the 10 richest
neighbourhoods,
residents
proportionally
pay far less than
the poor.

Figure 3 shows the proportional costs for renters in Toronto’s
140 neighbourhoods. Figure 4 shows the proportional costs for
homeowners.
It is true across the board that renters pay a higher proportion
of their income toward shelter costs than owners do. But the
proportional trends among the categories remain the same,
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Data Source: Statistics Canada: Census tract profile series: Total annual housing costs of owners and renters combined
divided by number of households/dwellings; 2016. This definition applies to Table 1 and figures 5 and 6 while Tables 2
and 3, and figures 3 and 4 separate owners and renters.

whether people rent or own. In the 10 richest neighbourhoods, residents
proportionally pay far less than the poor. In the very richest neighbourhood, they
pay the least.
Figure 3: Average percentage of shelter costs paid by renters, by renter’s
before-tax income : 2015/2016
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Figure 4: Average percentage of shelter costs paid by homeowners, by
owner’s before-tax income: 2015/2016
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Table 2 summarizes income and both the absolute and proportional costs for
renters in Toronto:

Table 2: 2015 average before-tax renter’s income and 2016 renter’s
shelter costs in the City of Toronto
Neighbourhoods

Average
Before-Tax
Income

Average
Shelter Costs

Top 1 Richest

$224,088.90

$28,229.80

Average
Percentage of
Renter Costs
of Income
12.60%

Top 10 Richest

$106,250.84

$19,727.26

18.57%

Others

$59,711.54

$15,063.39

25.23%

Poorest 48

$48,542.24

$12,496.36

25.74%

Table 3 summarizes income and both the absolute and the proportional costs for
homeowners in Toronto:

Table 3: 2015 average before-tax homeowner’s income and 2016
homeowner costs in the City of Toronto
Neighbourhoods

Average Before-Tax
Homeowner’s
Income

Average
Homeowner’s
Shelter Costs

Average
Percentage of
Homeowner’s
Costs of Income

Top 1 Richest

$745,181.62

$34,565.07

4.64%

Top 10 Richest

$457,673.51

$28,739.97

6.28%

Others

$143,098.66

$20,819.91

14.55%

Poorest 48

$88,890.96

$17,341.35

19.51%

What is the shelter cost burden
for most of us?
Figure 5 is a graph showing where Toronto’s 140 neighbourhoods cluster in terms
of the proportional cost of housing to income. The neighbourhoods cluster thickly
in the low to middle-income range. Straggling along the power trend line we
see the richest ten neighbourhoods, proportional costs of housing getting lower
as income rises. Way out at the end of the line is our richest neighbourhood,
with its exceptionally low cost of housing proportional to income.
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Annual Housing Cost Percentage of After Tax Income

Figure 5: Housing cost share of after-tax income by average income
City of Toronto’s neighbourhoods, 2015/2016
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Neighbourhood Change Research Partnership
University of Toronto, October 2019
www.NeighbourhoodChange.ca

Devising a new
measure of inequality
for the City of Toronto
Census data casts a new light on inequality and proportionality
of expenditures in the City of Toronto. Comparing the average
percentage of income paid towards shelter is an important
measure of housing inequality.

in proportional
terms, where the
benchmarks are
mansions and
apartments, the
rich pay the least
and the very
rich pay hardly
anything.

In absolute terms, the rich pay more for anything they consume than the
poor do. The contribution of this short paper is that in proportional terms, where
the benchmarks are mansions and apartments, the rich pay the least and the
very rich pay hardly anything.
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This new measure points us toward certain conclusions:

•	A simple comparison of the cost of a mansion to that of a modest
apartment hides the relative and proportional affordability of these two
types of lodgings.

•	Housing is less affordable for the poor than it is for any other income
category in Toronto.

•	Residents in the poorest neighbourhoods have the greatest difficulty in
meeting their shelter costs. It is quite possible that substandard housing
is the least affordable based on income.

•	The rich and the very richest among us have the easiest time affording
their lodgings.

•	Inequality in the City of Toronto is much greater than realized.
Throughout the Canadian and other first-world economies, especially in our larger
cities, we are starting to see a convergence between low and middle incomes, while
the rich are pulling away from the rest of us. This convergence is evident in the
proportional cost of housing.
The next time you pass a mansion for sale and think how
expensive it must be, remember that for the family that purchases
it, it is not going to cost them much at all.

The next time you
pass a mansion for
sale and think how
expensive it must
be, remember that
for the family that
purchases it, it is not
going to cost them
much at all.
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Appendix: Housing size and
proportional shelter costs
Figure 5 presents another way of looking at inequities in the housing burden
across Toronto neighbourhoods. On the vertical axis of this graph, we show the
percentages of income paid for shelter. The horizontal axis tracks the average
number of bedrooms per residence, an indicator of housing size.

Annual Housing Cost Percentage of After Tax Income

Figure 6: Housing cost burden & housing size relationship for City of
Toronto’s 140 neighbourhoods, 2015/2016
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Neighbourhood Change Research Partnership
University of Toronto, October 2019
www.NeighbourhoodChange.ca

In other words, the dots on the left of the graph represent neighbourhoods
that are spending the highest proportional amount of their income on housing
and getting the least for it. In the middle of the graph we have a cluster of
neighbourhoods spending around 25% of their income on housing, which affords
them between two and three bedrooms.
Once again, the richest neighbourhoods are the outliers, with Toronto’s richest
neighbourhood, the Bridle Path, paying the least proportional amount of income
in return for an average of almost four bedrooms.
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