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Abstract 

In Canada, homeownership among seniors is high, and approximately 80% of seniors 

wish to remain in their home for as long as possible, even if their health declines. The 

desire to remain in one’s home, despite deteriorating health or home conditions is 

commonly referred to as ‘aging in place’ (AIP).  The underlying theory of AIP is that it 

contributes to the health and well-being of seniors.  This theory is grounded in the fact 

that home-dwelling seniors often have better physical and psychological outcomes than 

those in an institutional setting.  Encouraging seniors to remain in their homes as long as 

possible increases the quality of life for seniors as well as presents concrete benefits for 

provincial governments: delayed institutionalization of seniors which equates to 

important health-care savings. 

The choice to remain in one’s home can impose significant costs on seniors; home 

modifications and home health care services are essential to AIP but their high cost is a 

barrier to usage.  Home-owning seniors have a significant source of wealth that can 

ease the financial burden of AIP – the equity in their homes; however, this asset is not 

accessible without selling the home and relocating.  This study investigates one solution 

to unlocking the equity in homes: reverse mortgages.  Key findings in the study will 

inform the development and recommendation of policy options to strengthen the 

provision and use of reverse mortgages in Canada. 

 

Keywords:  Aging in Place, Canadian Home Income Plan, Delayed 
Institutionalization, Elder Adults, Public Policy, Reverse Mortgages. 
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Executive Summary 

Throughout Canada, home ownership among seniors is high; this characteristic is 

important because approximately 80% of seniors who own their home wish to stay there 

as long as possible.  The desire to remain in one’s home despite deteriorating health or 

home conditions is referred to as ‘aging in place’ (AIP).  Although AIP can be facilitated 

in many ways such as moving to rental accommodations or downsizing to a smaller 

house, this study will focus on home-owning senior who do not wish to move.  There are 

many advantages to AIP – both for seniors and as a public policy focus. 

A senior’s strong attachment to their home illustrates that a house is more than mortar 

and bricks; it is a place in which strong emotional and social bonds have formed.  

Seniors view their home as a place of independence and comfort; remaining in their 

home reinforces a sense of autonomy, well-being, and contributes to their overall quality 

of life (QOL).  While a senior’s emotional attachment to their home strongly contributes 

to QOL, there are other factors that make AIP an important policy for seniors. 

Over time, a senior develops strong relationships and social supports within their 

community; these connections are highly valued by seniors and they wish to maintain 

these relationships.  Seniors are familiar with their communities; they have built 

relationships with its members such as local pharmacists or grocers.  Through AIP, a 

senior can remain an active member of the community they cherish.  Aging in one’s 

home positively contributes to their perceived QOL – their independence is maintained, 

as is their connection to their community.  Aging in place also has positive effects on 

other aspects of QOL, such as health. 

Seniors aging in place have better health outcomes than seniors, with similar health 

levels, who move to residential care.  Relocation is stressful at any age, but the hazards 

of relocation for seniors are much more serious.  When compared with seniors in long-

term care, seniors who were AIP had better outcomes in activities of daily living, 

cognition, depression, and incontinence.  Mortality rates are also different between these 

groups; seniors in residential care are 60% more likely to die within a year of relocation 
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compared to those AIP.  The positive health outcomes associated with AIP provide the 

rationale for AIP being adopted as a policy focus for provincial government. 

The benefit of AIP for provincial government is preventative: AIP can prevent health 

decline and therefore reduce demand on the health care system.  On average, home-

dwelling seniors have better health outcomes than those in institutional care; however, 

AIP does not always contribute positively to QOL.  The home environment, such as 

stairs, may become dangerous to a senior and their QOL as they age; further, seniors 

may not admit or address declining home or health conditions.  For AIP to positively 

contribute to QOL, and reduce demand on the health care system, these challenges 

must be addressed.  Utilization of home health care services and home modifications 

are cost-effective solutions for the government, but pose increased costs to AIP for 

seniors; the high cost of these services is the highest barrier to their usage.  Seniors live 

on a limited income and are saving less than in the past twenty years; this means that 

they do not have supplemental sources of income for unforeseen costs such as home 

modifications or home health care.  This paper will examine one option that can 

generate extra income for seniors – reverse mortgages. 

This paper evaluates reverse mortgages (RM’s) as an option for seniors to age in place.  

The Canadian Home Income Plan (CHIP) is the only national provider of RM’s in 

Canada and is the focus of this study.  In an effort to identify the factors that affect the 

provision and usage of RM’s and provide policy options to improve RM’s,  I conducted a 

case study on three countries that have a well-developed RM-market.  Key findings from 

the case study are: 

1. Reverse-mortgage specific legislation is the best approach  to regulating RM’s; it 

provides clear information on the unique costs and risks of the product 

2. Most regulation requires independent legal advice, however, financial advice 

should also be mandatory; legal advice does not sufficiently convey the financial 

implications of the loan to a senior 

3. Information offered from RM-providers is largely promotional, lacking critical 

review 

4. Neutral information sources on RM’s must exist to ensure the objectiveness and 

reliability of RM- information  

I also conducted interviews with individuals important in the provision and usage of 

reverse mortgages; interviewees included: local Vancouver-based banks that are 
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partnered with CHIP, home-owning seniors, service providers that work with seniors and 

CHIP.  Key findings from the interviews are: 

1. Seniors are open to RM’s, but want more information on the product before 

further consideration 

2. Seniors do not have a single, reliable, comprehensive provider for RM 

information 

3. CHIP is the gatekeeper to all RM information; since CHIP is the only national 

RM-provider, they are the main generator of RM-information -   both banks and 

government websites re-direct any RM-inquires back to CHIP’s website rather 

than providing their own objective information 

4. CHIP and Senior Services Society (SSS) are difficult to access; there is a delay 

between first-contact of these groups and actually meeting them, this makes 

accessing information more difficult 

5. RM’s are perceived as a complicated last-resort for seniors 

6. Reverse mortgages are an unfamiliar concept among banks and service 

providers 

Based on this study’s key findings, I developed policy options with the intention to 

improve the provision and usage of RM’s.  The options were targeted to two groups: 

CHIP and provincial/federal government.  These options were evaluated using five 

criteria: implementation complexity, stakeholder acceptability, government acceptability, 

effectiveness, and horizontal equity.  From the evaluation, I recommend the following: 

Partner-Building for CHIP: This study found that banks are not familiar or comfortable 

with RM’s; CHIP should re-evaluate their current approach to information-provision for 

the financial sector.  Further, CHIP should build new relationships with the social service 

sector; organizations that works with seniors do not know about RM’s so are not 

recommending them as an income option. 

Expanding Federal Financial Literacy Campaign:  The Federal Government’s current 

financial literacy campaign is a strong platform from which reverse mortgage awareness 

and understanding can be built.  The RM-market is worth 1.2 billion dollars, this signals a 

significant demand for this product.  Given this demand, reliable and objective 

information must be available to seniors who are making decisions on home equity 

options such as RM’s. 
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Provincial Government Create a Reverse Mortgage Specialist:  The British Columbia 

government should train an individual in the Department of Finance or SeniorsBC to 

become an expert on reverse mortgages.  This individual would be available via phone, 

e-mail, or in-person consultation to provide objective RM-specific information.  The 

specialist may be better-utilized if this person were trained as a general financial 

consultant for seniors’ financial issues, with specific knowledge of RM’s.  
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1. Introduction  

Throughout Canada, homeownership among seniors is high (A Portrait of 

Seniors in Canada, 2006); this characteristic means more than not having to pay a 

mortgage.  Homeownership is beneficial to both seniors and multiple levels of 

government. Not only do most seniors own their homes, but they wish to remain there 

for as long as possible, even if their health declines (Frank, 2002; CMHC, 2008; Sabia, 

2008; Burnholt & Windle, 2004). The desire to remain in one’s home, despite 

deteriorating health or home conditions is commonly referred to as ‘aging in place’ (AIP) 

(Oswald & Rowles, 2006). AIP does not have a universal definition, but a broad 

understanding of this term is an elder adult “remaining living in the community with some 

level of independence, rather than residential care” (Davey, 2004, p. 46).  The 

underlying theory of AIP is that it contributes to the health and well-being of seniors.  

This premise is supported by the fact that home-dwelling seniors have better physical 

and psychological outcomes than those that live in an institutional setting (Chappell, 

2004); more detail on these outcomes will be discussed in the Background section.  In 

terms of the governmental role in AIP, provincial government is the most relevant 

governmental body in this research; however, the federal government is also affected by 

the reality of aging in place. 

The federal government believes that it is “important to support and encourage 

ways in which Canadians age in a positive way” (Turcotte, 2006, p. 32). Remaining in 

one’s home rather than moving to institutionalized care such as a nursing home or 

hospitalization results in happier, healthier seniors (Chappell, 2004). As such, the federal 

goal to encourage “ag[ing] in a positive way” can be achieved through AIP.  Encouraging 

seniors to remain in their homes as long as possible serves federal goals and increases 

the quality of life (QOL) for seniors (World Health Organization, 2002); there are 

additional benefits of AIP realized through health-care cost-savings for provincial 

governments. 
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Health care use is most intensive and costly in the last years of one’s life 

(Canadian Institute for Health Information, 2005). The increased demand on health care 

in older age is due to natural health declines accompanying aging (Rotermann, 2006). 

Health promotion - “the process of enabling people to increase control over, and to 

improve, their health” (Ottawa Charter for Health Promotion, 1986, p. 7) is a preventative 

measure that can help decrease the demand for costly health services. Health promotion 

allows people to age well, reduce chronic conditions, and reduce costs to the health care 

system (Special Senate Committee on Aging, 2009).  The healthier a senior is, the less 

they will require health care services.  On average, seniors who remain in their homes 

and age in place have better physical, psychological, and clinical outcomes than those 

who live in institutional care settings – they are more independent and have a higher 

QOL (Marek 2005; Castle, 2001; Markus, 1971; Killian, 1970).  Encouraging AIP is 

therefore a useful strategy for provincial governments to help seniors stay healthier; 

healthier seniors results in lowered demand on health care services from the province. 

While AIP may be the preference of seniors, it is not always the most financially feasible 

option. 

Aging in place financially benefits provincial governments, but the choice to 

remain in one’s home can impose significant costs on seniors themselves.  There are 

barriers to AIP; functional and health demands will increase over time despite remaining 

in one’s home (Tinker, 1997).  Home and community-based services (HCBS) such as a 

visiting nurse or adult day programs can counter the challenges of AIP (Gaugler et al., 

2005). However, these services most often are paid for by the senior (Tang and Lee, 

2010).  Home modifications is a second commonly cited solution to the physical 

demands of AIP (Connell et al., 1993; Fang and Iwarsson, 2005; Gitlin et al., 2006; 

Nygren et al., 2007; Scheidt and Norris-Baker, 2003; Tanner et al., 2008) but face similar 

challenges as HCBS – the senior is financially responsible for these options.  Cost is the 

main deterrent seniors face when seeking solutions to the challenges they face with AIP 

(Tang and Lee, 2010). 

Meeting the financial burden of aging in place can be done in many ways; this 

paper will review these options and will provide an in-depth examination of one – reverse 

mortgages. The remainder of this paper will provide a literature review on AIP and will 

present its definition for this research, its benefits, and challenges.  The main challenge 
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of AIP is that it imposes an increase in the cost of living for seniors; this paper will briefly 

describe the strengths and weaknesses of financial options available to seniors who 

wish to remain in their home as they age.   Reverse mortgages will be presented as a 

strong option for seniors seeking to supplement their retirement income; key findings 

from primary research including a case study and key informant interviews will identify 

the factors that contribute to an effective reverse mortgage market, these findings will be 

utilized in the development of policy options that aim to improve the overall provision and 

usage of reverse mortgages. 
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2. Background 

In this section I define aging in place and demonstrate its positive impact on 

quality of life. Aging in place does not prevent natural health declines with age; however, 

both home and community-based health care services (HCBS) and home modifications 

ease the health and home demands associated with AIP – these solutions are presented 

and evaluated.  Despite the positive outcomes associated with HCBS and home 

modifications, cost is a significant deterrent to usage and represents one of the greatest 

barriers to AIP.  In seeking the necessary resources to improve AIP such as HCBS and, 

seniors face an increased cost of living; this problem and its implications on public policy 

are discusses in the following chapter. 

2.1. Aging in Place Defined 

Aging in place is a popular phrase throughout social research as well as among 

policy makers and social service providers; this term, however, lacks a uniform definition 

(Wiles, 2011).  Each of the many definitions of AIP offers a slightly different focus.  One 

definition by Harris (1988) suggests that AIP is “the effect of time on a non-mobile 

population; remaining in the same residence where one has spent his or her earlier 

years” (p. 18).  In this definition, individuals are the sole focus of AIP; however, other 

research considers other aspects of aging in place such as the physical environment.  

Lawton’s (1990) definition of AIP considers both the person and the environment, 

claiming the two are related and changing over time.  As a person ages, their 

competence level will decrease, and home environment may become either a barrier or 

facilitator of AIP (Lawton, 1990).  An example of the impact the home environment can 

have on one’s competence level is stairs; as one ages, getting up and down the stairs 

may become difficult and dangerous.  On the other hand, the use of ramps or lifts 

addresses the physical barrier and makes the home a safer place.  While these 
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definitions focus on specific aspects of AIP, a broad understanding of this concept was 

adopted for this study. 

Defined earlier, aging in place, for this research, is simply an elder adult 

“remaining living in the community, with some level of independence, rather than 

residential care” (Davey, 2004, p. 46).  Aging in place is more than a theoretical concept, 

but a lived reality among many seniors.  A broad definition of AIP will allow for a 

comprehensive understanding of the barriers and challenges associated with AIP.  

2.2.  The ‘Place’ in Aging in Place 

This study focuses on seniors who live in a residential setting and own their 

home, but AIP does not always have to take place in an owned home.  As discussed 

earlier, AIP is defined as remaining in one’s community; this means that moving to a 

rental unit or down-sizing and moving into a smaller home are other options for a senior 

when choosing where to age (Smith et al. 2003).  Although relocation can be a part of 

AIP, the scope of this paper will focus on seniors who remain in their homes.  I have 

chosen this population as a focus for one main reason; although seniors have other 

options to AIP, remaining in their current home is consistently identified as the 

preference of most seniors (Krout & Wethington, 2003; Oswald & Rowles, 2006).   

Further justification for this focus is that moving to a smaller home or to rental 

accommodation may not be the best solution to AIP as it can be a demanding process.  

Moving is a stressful process at any age, but seniors are particularly vulnerable to 

negative outcomes during a move (Oswald, 2004).  Moving is an onerous process; 

finding a house, packing, moving, and ‘settling in’ have been found to cause higher 

levels of stress among seniors than any other population in the process of moving 

(Kampfe, 2002).  Although downsizing can make the home environment more 

manageable (Oswald, 2004), many seniors are not interested in this option because it is 

perceived as a long, stressful process (Kampfe, 2002).  For the remainder of this paper, 

the term AIP will refer to seniors remaining in their current home; this paper 

acknowledges that relocation to alternate residential settings does have its benefits, but 

this aspect of AIP is outside of the scope of this research.   
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Most seniors live independently rather than in nursing homes (Krout & 

Wethington, 2003; Oswald & Rowles, 2006) and they prefer to stay in their homes rather 

than moving to other residential accommodations.  Allowing a senior to age in their 

preferred environment has been found to positively affect their quality of life.  As 

explained by Sixsmith and Sixsmith (2008) “the basic premise of Ageing in Place is that 

helping older people to remain living at home fundamentally and positively contributes to 

an increase in well-being, independence, social participation and healthy aging” (p 224).   

AIP is the overwhelming preference of seniors, contributes to their quality of life, and can 

have a positive impact on their health outcomes. 

2.3. Aging in Place and Quality of Life 

Similar to aging in place, quality of life (QOL) is a broad term with many 

definitions.  Both AIP and QOL are multidimensional processes, including “social, 

environmental, structural, and health-related aspects” (Mollenkopf, 2007, p. 11).  Due to 

the complexity of this concept, there is no agreement on the definition, measure, or 

theory underlying quality of life research.  Gerontology research has largely focused on 

the subjective evaluation of seniors’ perceived quality of life (Farquhar, 1995; Grundy, 

1999; Gabriel, 2004a), while other contributing factors to QOL include objective 

measures such as income and housing (Naldi, 2007).  This section argues that seniors 

have strong emotional attachment to their homes and deeply value their social 

connections within their community; for these reasons, AIP positively contributes to 

seniors’ QOL. 

2.3.1. Emotional Attachment to Home 

Seniors develop strong emotional bonds with their home over time (Rubinstein, 

1990; Taylor, 2001); due to these bonds, the home is an important place to which QOL 

is tied.  Seniors often describe their home environment positively, as a place of 

independence and control.   Sixsmith & Sixsmith (2008) explored the meaning and 

experience of home for seniors.  Their interviews revealed that remaining in one’s home 

leads to a sense of “independence, security, privacy, and comfort”, these feelings all 

contribute to a strong bond between a person and their home (Sixsmith and Sixsmith, 
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2008, p. 224).  Senior’s view their homes as a manifestation of their independence; this 

strengthens their emotional place attachment; however, social factors also contribute to 

attachment to one’s home.   

2.3.2. Social Attachment to Home 

Measuring social attachment to home is difficult, but social aspects of one’s home 

and surrounding community are commonly cited factors that contribute to a senior’s 

desire to AIP. Over time strong relationships and social supports are developed by a 

senior within their community; these connections are highly valued among seniors and 

they wish to maintain these important relationships (Callahan, 1993; Keeling, 1999; 

Lawler, 2001).  Seniors are familiar with their communities, have established 

relationships with its members such as the local pharmacist and grocer, and the home is 

central in ensuring that a senior remains an active member of their community (Lawler, 

2001) – it is the place in which social connections can be maintained autonomously, 

without being a burden on family to help coordinate social activities (Bryant et al., 2004).  

Enabling a senior to age in their home positively contributes to their perceived quality of 

life - both their independence is maintained (Sixsmith and Sixsmith, 2008), as are their 

personal relationships and connections to the community (Lawler, 2001). 

2.4. Healthier At Home – Comparing Health Outcomes 
of Relocated Seniors 

This section will demonstrate that seniors aging in place have better health 

outcomes than those, with similar health levels, who move to residential care.  While 

research supports that seniors who AIP have improved outcomes with both mortality 

(death) and morbidity (illness) than seniors in residential care (Orestis, 2009; Killian, 

1970; Markus, 1971), there is an important gap in the literature when comparing these 

outcomes.  More research is required to establish the degree positive health outcomes 

are observed for seniors who have moved to rental dwelling, relocated to a smaller 

home within their community, and those who remain in the current dwelling.  Given this 

information gap, the argument that seniors AIP are healthier than those in institutional 

setting applies to all forms of AIP and not just home-owning seniors. 
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For a senior, relocation to a nursing home is often negatively perceived as a loss 

of autonomy (Rentz et al., 2004); the subjective loss of independence has a physical 

manifestation:  a negative impact on health outcomes ranging from depression to death 

(Orestis, 2009; Killian, 1970; Markus, 1971). These effects are evident when comparing 

clinical outcomes of individuals who are aging in place to those in institutional long-term 

care; causality can be identified if individuals in each case have comparable baseline 

levels of health. Marek (2005) conducted one such study and found that the AIP group 

had significantly better clinical outcomes in activities of daily living (ADL), cognition, 

depression, and incontinence.  Relocation is not only associated with a loss of 

independence, but may contribute to a loss of life. 

 Relocation is stressful at any stage in one’s life (Oswald, 2004), but the hazards 

of relocation for seniors are much more serious (Castle, 2001).  Overall, seniors in 

nursing homes have higher rates of depression as well as mortality rates (Miu, 2011).  

Studies have found that mortality rates are dramatically higher among seniors who move 

to residential care; on average, seniors in residential care are 60 percent more likely to 

die within a year of relocation compared to those AIP (Orestis, 2009; Killian, 1970; 

Markus, 1971).  Current research, however, challenges the often-cited relationship 

between mortality rates and institutionalization.  

2.4.1. Which Comes First - Relocation or Negative Health 
Outcomes?  

 Raines (2002) compared mortality rates of individuals aging in place, moving 

from home to a nursing home, and from a hospital to a nursing home and found only 

slightly better outcomes of home-based seniors. Mortality rates of Canadian seniors are 

similarly inconclusive; Wilson et al. (2009) studied the location of death across Canada 

and found a decrease in hospital deaths from 77.7% of deaths occurring in a hospital in 

1994 to 60.6% in 2004.   Although these rates are for the entire population, the research 

suggests that the decline in hospital deaths proportionally corresponded to an increase 

in other facilities, such as nursing homes (from 3.0% of the total in 1994 to 9.9% in 2004) 

(Wilson et al., 2009, p. 1755).   



 

9 

The Canadian study illustrates the nuanced and dynamic relationship between 

place and health for a senior.  Seniors who move from their home to other 

accommodations such as nursing homes or assisted living facilities may have lower 

baseline health levels, so they may have a reduced life expectancy before their 

relocation (Orestis, 2007); this means that higher levels of mortality may not due to 

relocation, but rather the pre-existing declining health of the individual.  Isolating factors 

that definitively contribute to mortality after relocation has not been achieved within the 

literature.  Despite conflicting research, however, it is agreed that mortality rates are 

higher for seniors who are involuntarily relocated (Oswald, 2004); and that in general, 

those most at risk for involuntary relocation are frail seniors with declining health and 

financial status (Pruchno, 1988).  Although seniors prefer to remain in their homes, aging 

presents a natural functional decline that may result in AIP being a risky course for 

seniors. 

2.5. The Hazards of Aging in Place 

While this paper focuses on the benefits of remaining in one’s home as a 

rationale for AIP, in some situations AIP does not contribute positively to quality of life 

QOL.  Seniors may not recognize when AIP can no longer meet their functional and 

health needs; as summarized by Cohen-Mansfield (2008) “community-dwelling adults 

are often either unaware of their own needs or unwilling to address their needs for 

services” (p. 511).  The home has been demonstrated as both location of and contributor 

to QOL, but the inverse may also be true; housing in poor condition can be a detriment 

to health, well-being and QOL (Tinker, 1997).  Physical aspects of the home, such as 

stairs, may once have been an inconsequential aspect of the built environment, but 

these can become physical barriers to QOL and the independence of a senior (Hwang et 

al, 2011).  The ENABLE-AGE project is a comprehensive study that examined the role of 

home as a determinant of health for very old people (Iwarsson, S. et al., 2007)). This 

study echoes the potential hazards of AIP, finding that frailty and health problems among 

seniors can result in “[the] transform[ation of] a comfortable, manageable home 

environment into a place of social exclusion, isolation, fear and vulnerability” (Sixsmith 

and Sixsmith, 2008, p. 225).   
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2.6. Addressing the Barriers to Aging in Place: the Role 
of Home Care and Home Modifications 

 Research advocates two solutions to the barriers and dangers of AIP: increasing 

the utilization of home and community-based care as well as home modifications.  These 

options contribute to healthy aging in place, but cost is a significant barrier in accessing 

these helpful resources. 

2.6.1. Home and Community-Based Care   

Home and community-based services (HCBS) such as a visiting nurse, a local 

senior center, or adult day programs help counter some of the challenges of AIP 

(Gaugler et al., 2005).  Frail elder adults who use HCBS’s have more positive physical 

and mental health outcomes than home-dwelling seniors who do not access these 

services (Tang, 2010).  Albert et al (2005) found that people with disabilities in activities 

of daily living (ADL) such as eating, dressing, and bathing, who used HCBS’s had a 

significantly reduced risk of injury or death.  The literature strongly illustrates that HCBS 

utilization significantly increases the amount of time an older adult remains in their home 

while maintaining quality of life (Albert et al., 2005; Femia et al., 2007; Howell, 2007).  In 

the event of declining health, seniors prefer that they receive long term care services in 

their home instead of in an assisted living facility or care home (Mattimore et al.,1997; 

American Association of Retired Persons, 2000). 

 Despite the demonstrated benefits of HCBS, these services are under-utilized; a 

number of barriers negatively affect HCBS usage (Gallagher, 2004) such as: older adults 

not being aware of their needs (Cohen-Mansfield, 2008), being ineligible for services 

(insufficient health care needs, too high income, cannot afford services) (Tang and Lee, 

2010), or being unaware of the services available (Tang and Pickard, 2008).  In 

response to the last barrier, lack of awareness, research in the US found that a single 

encounter with HCBS can “encourage future reliance on the[se] services to remain living 

at home” (Tang and Lee, 2010, p. 150).  The cost of HCBS is another important barrier 

to usage (Tang and Lee, 2010).   
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2.6.2. Home Modifications 

Modifications make a home more accessible, improving the overall functional 

competence and quality of life of a senior (Giltin et al., 1999; Hutchings et al., 2008; 

Pynoos and Liebig, 1995).  There is a wide range of home modifications; changes can 

be temporary such as removing carpets to prevent tripping and falling (Cummings et al., 

2001; Mann et al., 1999), or may include more permanent or high-tech such as installing 

a grab-bar in the shower, a ramp outside, or installation of an automated monitoring 

system (Ramsey, 2012; Giltin et al., 1999).  

Home modifications reduce physical barriers in the home that make aging in 

place difficult.  Fang and Iwarsson (2005) found that modifications enhanced the 

accessibility and usability of home environments while Connell et al., (1993) showed that 

modifications lessened dependence in performing ADL which has the positive effect of 

reducing care-giving burden.  Aging in place, therefore, is not only about the physical 

house, but the relationships within the home.  Home modifications have a positive effect 

on the personal and social meaning of home for seniors; modifications that allow a 

senior to be more independent in their home leads to higher levels of confidence and 

QOL (Tanner et al., 2008).   

Home modifications have been found to “increase a sense of safety and control 

while maintaining independence” in one’s home (Scheidt and Norris-Baker, 2003, p. 59).  

Home modifications can help prevent falls, support independence in ADL, and reduce 

mortality (Gitlin et al., 2006); overall, those who used home modifications are more likely 

to find their home to be more meaningful and useful (Nygren et al., 2007; Oswald et al., 

2007).  As with HCBS, despite the abundant support for home modifications, there are 

barriers to usage.  Home modifications contribute to QOL and ADL, but there may be a 

stigma attached to their use.  Qualitative research by Sixsmith and Sixsmith (2008) 

reveal that some people resist home adaptations because they can signify “the negative 

experiences of decline associated with later life” (p. 226).   
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2.7. The Cost of Aging in Place 

Utilization of HCBS and home modifications is influenced by many things; cost 

being an important factor (Tang and Lee, 2010).  Literature on financing home 

modifications heavily focuses on grants and loans.  In Canada, the Canadian Mortgage 

and Housing Corporation (CMHC) offers a variety of grants such as the Home 

Adaptations for Seniors’ Independence Program (HASI) (2011).  Government income 

assistance and grants for seniors has been found to be inadequate in meeting the rising 

costs associated with AIP such as health care costs as well home repair and upkeep 

(Special Senate Committee on Aging, 2009).  

AIP faces many financial barriers such as reduced income after retirement and 

increased costs living due to home maintenance and health care services (MacDonald, 

2009).  Despite these financial constraints, many seniors still have a highly valuable 

asset – their homes.  As illustrated in Table 1, about 80 percent of Canadian seniors 

own their homes (CMHC, 2008); the nature of homeownership at present leads to the 

situation in which many seniors have a lot of wealth in their home, but this asset is not 

one that provides income (Special Senate Committee on Aging, 2009).   In response to 

the rising cost of AIP, reverse mortgages may be a viable financial resource for using the 

capital in one’s home to supplement income for seniors who are ‘house rich and income-

poor’ (Scheme Catching on with Seniors, 1998).  
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3. Policy Problem 

The policy problem underlying this research is that elderly adults are an income-

poor but asset-rich group (Hancock, 1998b; Hurd, 1990; Rowlingson, 2006).  More 

specifically, most seniors own their home and wish to remain there; paradoxically, for 

seniors to be able to afford to age in place, they must sell their home to release income 

needed for health and quality of life costs.  Table 1 illustrates the high homeownership 

rates among seniors and the significant value of this asset.  Currently, this asset, home 

equity, is not adequately available for seniors facing the extra costs associated with 

aging in place such as the need for home care or housing modifications (Tang and Lee, 

2010).    

Table 1: Population and Homeownership Rates of Senior’s  

 Population Aged 65+ 
Homeownership Rate 
of 65+ Population 

 
Average 
Home Value  

 Number Percent Number Percent 
 
CMHC 2011 

Canada 4,335,245 13.7% 1,910,785 72.2% 
 
$358,104 

British Columbia 599,815 14.6% 477,452 79.6% 

 

$527,525 

Vancouver 75,990 13.1% 51,612 68.0% 

 

$732,123 

Source: A Portrait of Seniors in Canada, 2006.  Statistics Canada, February 2007 p. 15 

Although a small portion of seniors are formally low-income, most seniors face 

restricted income with retirement; the federal Old Age Security (OAS) and Guaranteed 

Income Supplement (GIS) benefits account for 43% of the total income of all Canadian 

seniors  (Report on the State of Public Health in Canada, 2010).  Senate has examined 

the expenditures of seniors and found that two-thirds of all expenditure was on 
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accommodation, transportation, and food, 15 to 20 percent was towards recreation, 

household operations, and health care expenditures, and only four percent of their 

income was saved (A Portrait of Seniors in Canada, 2006); compared to other age 

groups, seniors are spending more and saving less than they did in the past twenty 

years (Chawla and Wannell, 2005).  Reduced income after retirement paired with limited 

savings contributes to the ‘income poor’ problem senior’s face, especially if their health 

declines.  The reality of this problem is illustrated Brian Carpenter’s (2007) research with 

home-owning seniors; Carpenter and his colleagues found that 65% of seniors believed 

that they would not have the financial resources to remain in their home if their health 

status declined.  Increasingly, the equity in a senior’s home is being identified as a 

means to provide seniors with extra income to allow them to remain in their homes for as 

long as they wish (Special Senate Committee on Aging, 2009).  A number of home 

equity products are available to seniors, and the advantages and disadvantages of each 

will be discussed in the following section. One financial product will be singled out for an 

in-depth evaluation – reverse mortgages (RM’s).  Reverse mortgages the oldest home 

equity products and are designed to unlock home equity and provide seniors advance 

capital on their home, as well as allowing seniors to remain homeowners. 

This paper will evaluate the concept of RM’s. Canada’s reverse mortgage market 

will be examined relative to three other countries with more mature reverse mortgage 

markets.  Key informant interviews are pursued in this study and provide information on 

the challenges of AIP as well as the strengths and weaknesses of RM’s. The overall 

objective of this research is to develop and assess options to increase the effectiveness 

and accessibility of RM’s.  

3.1. Policy Context  

3.1.1. Federal Government  

 Nationally, two issues make reverse mortgages relevant to study.  First, the 

Senate Committee on Aging recommended that “the federal government explore options 

for other forms of income streams from equity in owned homes” (2009, p.115).  Home 

equity options, such as RM’s constitute a federal approach to the asset-rich, income-
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poor problem.  Secondly, there is growing attention to the issue of financial literacy 

within Canada; in the wake of the 2008 financial crisis, improved financial literacy has 

become a policy imperative to ensure stability throughout Canada (The Future of 

Financial Education , 2011) . The 2009 federal budget created an independent task force 

that reported to the Minister of Finance on a national strategy on financial literacy (IGFE 

Canada: Government Programs, 2012). 

The task force completed its report Canadians and Their Money: Building a 

brighter financial future in 2010, and some recommendations have begun being 

implemented.  The National Strategy on financial literacy aims to “strengthen the 

knowledge, skills and confidence of Canadians to make responsible financial decisions 

… [T]he diverse needs of Canadians will be met by enhancing existing programs, 

improving access, communications and delivery, and building awareness” (Stewart, 

2012, p. 4). The federal government’s interest in financial literacy can be broadened to 

include financial product awareness such as home equity options. 

3.1.2. Provincial Government 

A reverse mortgage is a private-pay solution for financing AIP and should be 

encouraged provincially.  On average, home-dwelling seniors have better health 

outcomes than those in institutional care; this means that provincial government benefits 

from policy options that delay health declines.  The provincial government benefit, in this 

case, is preventative: AIP can prevent health decline as well as reduce demand on the 

health-care system.   British Columbia health care expenditures on persons aged 65-

plus are presented in Table 2.  This table illustrates that historic spending on seniors is 

consistent in the lower 40 percents.  Given the significant expenditure on seniors, and 

the fact that over the next twenty years, twenty five percent of the population will be 

seniors, options that can help reduce spending through health promotion will be 

welcomed (Canada’s Aging Population: Seizing the Opportunity, 2009). 
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Table 2: Provincial Health Care Expenditures on Persons 65+ 2001-2006 

  2001 2002 2003 2004 2005 2006 

Age ($) (%) ($) (%) ($) (%) ($) (%) ($) (%) ($) (%) 

 

65-
74 1414.1 14.0 1,490.0 13.5 1,478.6 13.4 1,550.7 13.6 1,638.1 13.2 1,722.9 13.2 

 

75-
84 1773.5 17.5 1,900.3 17.7 1,937.8 17.6 1,954.5 17.1 2,072.8 16.7 2,159.3 16.6 

 

85+ 1280.9 12.7 1,378.1 12.8 1,421.7 12.9 1,421.7 12.4 1,494.0 12.0 1,568.6 12.0 

 

65+ 4468.5 44.2 4,768.4 44.3 4,838.1 43.9 4,926.3 43.1 5,204.9 42.1 5,450.8 41.8 

Source: Provincial Health Care Expenditures ($000,000) and % of total BC Health Expenditure - Fact Book 
on Aging in B.C., 5th Edition, 2009 

 Seniors with fair or poor health are twice as likely as healthier seniors to have 

contact with health care services such as doctor consultations and medication usage 

(Rotermann, 2006).  Furthermore, lower levels of health (i.e. chronic conditions, injury 

and self-perceived health) increases the likelihood of hospitalization, and once a senior 

is hospitalized, they remain there longer than any other age group (Canadian 

Community Health Survey, 2011).  It is evident that the provincial government has a 

strong incentive to encourage approaches to reducing demand on the health care 

system, particularly in light of the upcoming demographic shift.  While seniors currently 

make up 13 percent of the population, over the next 20 years, seniors will represent one 

quarter of Canada’s population (Turcotte, 2006).  

Despite Canada’s aging population, most provinces are reducing access to 

residential long-term care (Murphy, 2009).  Table 3 illustrates these decreases in all 

provinces with the exception of Ontario.  It is evident that with the decrease in residential 

care beds, policies that encourage seniors to remain in their homes, and delay 

institutionalization, will be well-received by provincial governments.  
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Table 3: Residential Care Bed Rates (beds per 1,000 population aged 75+) 

 % Change 2001 to 2008 

 Population 75+ Bed Number Bed Rate 

BC 21.8% -3.2% -20.5% 

Alberta 27.7% 1.2% -20.8% 

Saskatchewan 5.9% -3.2% -8.6% 

Manitoba 8.4% 1.0% -6.8% 

Ontario 25.3% 30.1% 3.8% 

Quebec 25.8% 6.0% -15.7% 

New Brunswick 12.7% -1.2% -12.4% 

Newfoundland 12.8% -6.2% -16.8% 

Nova Scotia 11.0% 3.1% -7.1% 

PEI 9.5% -2.9% -9.3% 

Canada 22.4% 11.0% -9.3% 

Source: An Uncertain Future for Seniors Cohen, 2009b  
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4. Reverse Mortgages 

This section will first provide an overview of the income options available to 

seniors; the advantages and disadvantages of each will be presented as well as a 

rationale for this study’s focus on reverse mortgages.  A detailed review of what a 

reverse mortgage (RM) is and how it works, and its weaknesses will follow the 

supplemental option overview.  This overview will conclude with an examination of the 

demographic characteristics of seniors who use reverse mortgages. 

4.1. Alternative Supplemental Income Options 

Reverse mortgages are one method to supplement income, but other options 

exist.  Table 4 summarizes other supplemental income options available for seniors.  

Table 4: Supplemental Income Alternatives for Seniors 

 
Income 
Option 

 
Definition 

 
Interest 
Rate 

 
Advantages 

 
Disadvantages 

 
Personal 
Loan 

 
A loan from a 
financial institution for 
a specific project.  
Interest rates and 
terms of the loan vary 
depending on the 
lending institution. 
 

 
Prime 
lending 
rate  
3.00% 

 
Offers quick 
access to a fixed 
sum of money. 

 
Offer little flexibility 
and require fixed 
payments.  Interest 
rates are normally 
higher than lines of 
credit. 

 
Equity 
Line of 
Credit 

 
Line of credit secured 
by the value of a 
borrower's property.  
Amount available is 
usually limited to 75% 
of one's property 
value.  

 

 
Prime 
lending 
rate 
3.00% 

 
A flexible option 
as a borrower 
can repay the 
loan at their own 
pace.  Borrowers 
also may freely 
access the full 
amount at any 
time. 

 
As with credit cards, 
interest rates are 
calculated daily and 
fluctuate with the 
prime rate. 
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Property 
Tax 
Deferment 
(BC Only) 

 

 
Loan program 
available to people 55 
years or older, or a 
person with a 
disability.   

 
1.00% 

 
Program is very 
straight-forward 
and additional 
fees are low 
(one-time $60 
start-up fee and 
$10 annual 
renewal fee). 

 

 
Interest is charged 
at Prime.  It may be 
difficult to use other 
financial products or 
benefits as many 
lenders require 
property taxes to be 
up to date before 
approval. 
 

 
Reverse 
Mortgages 

 
A loan secured by 
real estate; amount 
can range from 20-
50% of the property 
value.  Borrower is 
not required to make 
any payments as long 
as they remain in their 
homes.  Accumulated 
capital and interest 
becomes due when 
the borrower moves 
or dies. 
 

 
Choice 
between 
fixed or 
variable 
rate 

 

Ability to remain 
in one’s home                                   

Income is not 
taxable    

If the loan is 
used to generate 
replacement 
income (interest 
of dividends), 
interest paid on 
the loan is not 
taxable  

Repayment of 
the interest and 
capital of the 
loan only 
becomes 
payable at the 
sale of the home 
or upon the 
borrower's death 
 

 
Many variable risks; 
future interest rates, 
inflation, and other 
factors that affect 
property value can 
devalue a property 
and reduce a 
borrower's equity   
 
 Loan amount 
increases over time, 
while equity 
decreases  
 
External costs such 
as notary fees, 
property evaluation, 
and closing costs      
 
Homeowner remains 
responsible for 
house-maintenance 
costs, insurance, 
and property taxes         
 
Compounding 
interest           

Overall RM’s offer one important advantage over other options: no form of 

prepayment is required. The Property Tax Deferral program does have some 

advantages; interest rate payments are very low, at 1 percent, simple interest (once a 

year) rather than the semi-annual compounding interest in RM’s, and, the program is 

straightforward and low-cost to begin.  However, due to some important disadvantages, 

tax deferral is not necessarily the strongest option.  Seniors using this program have 

access to smaller amounts of cash; rather than receiving up to 50 percent of the equity 

in one’s home, the value of monthly property taxes is only 4.17 per $1,000 (2011 

Property Tax Rates).  The deferral program does not meet the needs of seniors who 
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require larger, up-front sums of money.   Access to other financial options such as loans 

or government-sponsored home modification grants often require a borrower to be up to 

date on their property taxes (Roussin, 2007).  Furthermore, applying for the program 

poses some barriers, in particular, “[it] is a multi-step process that includes several 

offices within the municipal and provincial governments; therefore, applicants that 

require additional information may take several months to complete” (The British 

Columbia Property Tax Deferment Program, 2012).   

4.2. Reverse Mortgage Defined 

A reverse mortgage (RM) is a loan secured by the equity in a mortgage-free 

property.  The essence of a reverse mortgage is that it allows homeowners to receive 

cash from the equity of a home without having to sell it Invalid source specified..  In 

Canada, the Canadian Home Income Plan (CHIP) is the sole national provider of 

reverse mortgages.  Many financial institutions (e.g. chartered banks, mortgage brokers, 

credit unions) act as referrers for RM’s, but they do not offer the product themselves.  

Table 4 summarizes the key decisions a senior faces when starting RM’s; these factors 

are: meeting the set up costs which include appraisal and legal fees, administration and 

closing costs; choosing a fixed or variable interest rate; and deciding on the payment 

method in receiving the funds.   

Table 5: CHIP Fact Sheet 

Getting Started with a Reverse Mortgage 

Set-Up Costs 
Can reach up to $2,000  
(appraisal and legal fees, administration and closing costs) 

Interest Rates 
Variable Rate: 4.75%                                                              
Five-year Fixed Term: 5.95% 

Payment Options 
Money can be received in a lump-sum, gradually (i.e. Monthly), 
or a combination of the two 

Interest Payments Ability to pay all, part, or none of the annual interest 

Source: Home Equity Bank 
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Money received from RM’s is classified as a loan; this means that the receipt is 

not taxable and does not affect government benefits such as Old-Age Security or 

Guaranteed Income Supplement.  A reverse mortgage is different from a traditional 

mortgage in two ways: borrower eligibility and the repayment terms (Roussin, 2007). 

4.2.1. Borrower Eligibility: Who Qualifies and for How Much? 

In Canada, reverse mortgages are available to people 55 years or older who own 

their home (Roussin, 2007).  Age restricts who is eligible for a reverse mortgage, but 

there are many other factors that influence the actual loan amount one qualifies for.  An 

RM loan is usually issued for 10-40 percent of the current value of the borrower’s home 

(Understanding Reverse Mortgages, 2010); however, the lender considers many 

variables before issuing the RM’s – the value of a borrower’s home and their age, in 

particular.  In general, older borrowers usually receive a larger loan (Canadian Centre for 

Elder Law Studies, 2006).  Other factors in determining a loan amount include: location, 

health of the borrower, current interest rates, family situation, and market conditions 

(Roussin, 2007).  Unlike traditional mortgages, RM’s are restricted to older homeowners; 

however, borrower eligibility is not the only difference between traditional and reverse 

mortgages – repayment terms are also unique in reverse mortgages. 

4.2.2. Repayment Term’s: No Prepayment, No Problem? 

The second main difference between reverse mortgages and traditional 

mortgages involves the terms of repayment for the borrower.  In a traditional mortgage, 

the borrower must make monthly payments towards the principal and interest of their 

loan; a reverse mortgage, indicative of its name, is the opposite. Similar to a traditional 

mortgage, RM’s provides money at the outset; in RM’s, however, the capital and interest 

becomes due when one of the following situations occurs: the property is transferred 

through sale or gift, the borrower passes away, or the property ceases to be the 

borrower’s principal residence (Canadian Centre for Elder Law Studies, 2006).  Interest 

is often related to an external rate which is based on the Government of Canada 

Treasury Bill Rate and the interest rates are usually compounded semi-annually 

(Canadian Centre for Elder Law Studies, 2006); interest rates will be further discussed in 

the following sections.   
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Reverse mortgages are often positively portrayed for not requiring periodic 

payments (CHIP: Benefits of a Reverse Mortgage, 2012) but this claim can be 

misleading.  There is a down-side to not making periodic payments - RM’s are classified 

as rising-debt loans.  RM borrowers are not making monthly payment on their loan; this 

means that the interest is being added to the principal loan balance and compounded 

over the term of the loan; as a result, the equity in the home is decreasing (Roussin, 

2007).  Traditional loans, conversely, are classified as “falling debt, rising equity” loans 

due to the regular payments required (Roussin, 2007).  The graphs below depict the 

different nature of the debt and its effect on home equity. 

Figure 1: Forward Mortgage 

 

 

Figure 2: Reverse Mortgage 
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4.2.3.  Non-Recourse Loan 

The financial risk of the rising-debt nature of reverse mortgages is balanced by 

the limited recourse capabilities of lenders in most reverse mortgages; this allows for a 

guarantee of financial protection for borrowers (Understanding Reverse Mortgages, 

2010).  Non-recourse provisions typical of reverse mortgages ensure borrowers are not 

financially responsible if, when the loan becomes payable, the principal and interest 

amount is greater than the value of the home (Canadian Centre for Elder Law Studies, 

2006).  The interest of the loan rises fast as there are no payments required, but many 

borrowers may accept this characteristic of the debt because borrowers are not liable to 

pay the balance if the value of the property at the time of sale is lower than the initial 

loan amount (Canadian Centre for Elder Law Studies, 2006).  The terms of repayment in 

reverse mortgages illustrate some of the debate around the positive and negative 

characteristics of this financial option; but other arguments exist for and against reverse 

mortgages.   

4.3. Why Reverse Mortgages? 

Reverse mortgages have a higher interest rate than most other loan or equity 

products.  Table 5 illustrates the current Canadian Home Income Plan (CHIP) interest 

rates (ABC’s of CHIP).  The lowest available rate is 4.95% - this is still 1.95 percent 

higher than the current prime lending rate which is 3 percent (Bank of Canada: Interest 

Rates, 2012).  Higher interest rates can be understood as the foregone costs of monthly 

interest payments; seniors are willing to pay a premium to not make monthly payments 

on the loan. 

Table 6: Canadian Home Income Plan Interest Rates 

Term Rate Effective Reset Date 

Variable Rate 4.95% March 12th 2012 As Posted Rate Changes 

6 Months 5.10% November 30th, 2011 September 15th, 2012 

1 Year 5.25% November 30th, 2011 March 1st, 2013 

3 Years 5.65% January 3rd, 2012 March 20th, 2015 

5 Years 5.95% August 25th, 2011 March 5th, 2017 
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Despite the disadvantages of reverse mortgages, they remain a viable option in 

accessing equity.  The reverse mortgage market is strong, presenting a financial 

justification for this research. The RM market in Canada has been growing; from  2010 

to 2011, originations have increased by $67.2 million – this is a 16 percent annual 

increase (HOMEQ CORP, 2012). The overall portfolio for RM’s has increased 17 

percent since 2010 – growing to $1.2 billion (HOMEQ CORP, 2012).   

4.4. The Reverse Mortgage Disadvantage 

Lack of regular payments in reverse mortgages and the exponential growth of the 

debt is the central criticism in its ‘rising-debt, falling equity’ reputation (Roussin, 2007).  

Solutions to the rising-debt characteristic of RM’s are limited due to current legislation.  

RM-borrowers who wish to offset the rising-debt nature of the loan may pay off some of 

the interest or the principal of the loan, but often face financial penalties for doing so. In 

Canada, The Interest Act is the main regulation applicable to RM’s, section 10 of this act 

heavily restricts the prepayment of the loan (Interest Act RSC 1985).  For example, a 

penalty of three months’ interest charges would be incurred by a borrower who made a 

prepayment five years or more after receiving the loan while a borrower making an 

earlier payment would face a harsher financial penalty (Interest Act RSC 1985).    

 In addition to the rising-debt nature of RM’s, other common criticisms are 

financial in nature as well. RM’s carry associated costs such as home appraisal fee, 

application or closing fee, and fees for mandatory independent legal advice; these fees 

average about $2,000 (Understanding Reverse Mortgages, 2010).  Furthermore, 

property maintenance and other financial obligations related to the property such as 

property taxes remain the responsibility of the property owner (Roussin, 2007).   

4.5. The Faces of Reverse Mortgages 

In general, studies agree that elderly single homeowners (80 years or older) 

benefit most from RM’s (Hancock, 1998b; Kutty, 1998; Kutty 1999; Venti and Wise, 

1991).  Likely, this is because older seniors typically receive a larger loan amount, and 
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the tenure is shorter than younger seniors.  This situation is beneficial because a shorter 

length of mortgage means a larger loan amount and less compounding interest.  The 

literature also indicates that single elderly women (80+) are the primary users of RM’s. 

On average, women live longer than men; the life expectancy of a woman is 83 years 

while for men it is 79 (Statistics Canada: Life Expectancy , 2010).  In living longer 

women are more exposed to the financial and housing challenges in old age.  RM’s are 

primarily used as a financial resource to address challenges of aging rather than for 

leisure expenses (Hancock, 1998b; Leviton, 2001; Morgan et al., 1996; Ong, 2008; 

Pierre, 2009).  These demographic trends on RM’s, however, are not definitive. 

 In the United States, the average age of RM borrowers has been falling since 

the year 2000 (Leviton, 2001). Table 7 provides some aggregate demographic data on 

the Canadian RM market.  In Canada, the average amount of home equity accessed is 

36 percent, the average age of RM borrowers is 72 years, the average length of RM’s is 

12 years, and, finally, most RM borrowers have 50 percent of their home equity 

remaining after the loan is repaid.  

Table 7: Reverse Mortgage Average User-Profile (Canada) 

Reverse Mortgage User Profile 

Average age of applicants 72 years 

Average amount of home equity borrowed 36 percent  

Average length of time in home after taking out a reverse mortgage 12 years 

Average amount of home equity left after a home is sold and the 
reverse mortgage is paid off 50 percent 

Source: Home Equity Bank  
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5. Project Methodology  

The purpose of this research is to examine the reverse mortgage market in 

Canada in comparison to other countries, as well as identify issues or problems with 

RM’s that negatively affect their regulation, provisions and usage.  From this, policy 

options to improve the usage of RM’s can be identified and evaluated.  An underlying 

assumption in this research is that reverse mortgages have the potential to benefit both 

seniors and governments; these benefits justify the further use and study of RM’s. 

5.1. Research Questions 

Two research questions have informed this study: 

1. What is the nature of the reverse mortgage industry in Canada at 

present? 

2. What factors have affected the use and growth of reverse mortgages in 

Canada? 

5.2. Research Objectives 

Two methods were used for data collection to answer the research questions – 

Case Studies and Key Informant (KI) Interviews.  Each method was guided by specific 

policy-based objectives, presented below. 
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Table 8: Case Study Objectives 

Case Study 
Objectives Identify barriers that negatively affect the provision of RM’s 

 
Provide a critical comparative analysis on the nature of the RM 
industry 

 Identify barriers that negatively affect the provision of RM’s 

 
Identify best practices and solutions to barriers in the explanatory 
cases 

 
Apply these solutions in policy recommendations to improve 
Canada's RM industry 

Table 9: Key Informant (KI) Interview Objectives 

Key Informant 
Interview 
Objectives Identify issues prevent aging in place 

 
Discuss where seniors turn if/when they are faced with financial 
constraints to AIP 

 
What are the advantages of RM’s in relation to each category of 
interviewee (seniors, banks, etc)? 

 Identify the disadvantages of RM’s 

 
Identify what areas of RM regulation, provision, and consumption 
need to be improved 

5.3. Overview of Methodology  

This study is explanatory in nature; this means that the intention is to identify 

factors that affect the usage and provisions of reverse mortgages.  It is instructive to 

begin by explaining how RM’s are operating within Canada, and then, indentify factors 

that affect their usage, and finally, develop strategies to improve the provision and use of 

RM’s. This study utilized two methods for data collection: 

1. Case Study Analysis of countries with developed RM markets 

2. Key Informant (KI) Interviews with: 

 Financial institutions 

 CHIP Representative 

 Organization that provide services to seniors 

 Home-owning seniors  
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Case study and interview data are analyzed using thematic analysis; this method 

identifies and categorizes key themes and patterns in the data (Fereday, 2006).  All 

interview responses were colour-coded and then compiled.  Following this, I was able to 

review and synthesize the data, highlight similarities and differences (Braun and Clark, 

2006), and identify “...emerging themes [that became] categories for analysis” (Fereday 

and Muir Cochrane, 2006, p.4). 

5.4. Ethics Approval 

This research was approved by the Simon Fraser University Office of Research 

Ethics, in compliance with the internal policies of the University Research Ethics Board.  

All participants gave their informed consent to be included in the research.  Those that 

desired to remain anonymous were not directly identified in order to ensure 

confidentiality and protection from any possible harm. 

5.5. Case Study  

5.5.1. Rationale 

Case studies are “an empirical inquiry about a contemporary phenomenon, set 

within its real-world context” (Yin, 2008, p. 18) and were selected for this research for 

two reasons.  Case study research allows for an in-depth understanding of an event 

through the study of a broad range of contextual and complex conditions (Yin, 2011); 

reverse mortgage markets are affected by many different factors, so a case study allows 

for a multi-dimensional understanding.  Secondly, case studies are often exploratory and 

descriptive (Barkley, 2006) and “case study data are likely to come from multiple and not 

singular sources of evidence” (Yin, 2011, p. 4); similarly, an environmental scan of 

countries with an aged RM market (30+ years) requires consultation of various sources 

to be sufficiently explanatory and descriptive of the international RM market.  A case 

study was conducted on countries with more experience with RM’s (30+ years) in order 

to provide a comparative base for Canada; the cases informed the development of best 

practices in the provision of reverse mortgages (Yin, 2008).   
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5.5.2. Case Selection 

The reverse mortgage industries of four cases were analyzed: Australia, United 

States (US), United Kingdom (UK), and the base case of Canada.  The criterion for case 

selections is informed by Sophie Roussin’s (2007) factors that make a population 

conducive to RM’s; these criterion are an aging population, high home-ownership rate 

among seniors, and high real-estate values. Table 10 summarizes the selection criteria 

and evaluation for case selection while in-depth information on these measures can be 

found in Appendix A. Through a study of other countries experiences with RM’s, best 

practices can be identified and applied to Canada. 

Table 10: Case Study Selection Criteria 

 
 
Criterion 

 
Australia 

 
United Kingdom 

(UK) 

 
United States 

of America 
(US) 

BASE 
CASE:      
Canada 

 
Length of 
reverse 
mortgage 
offerings (30+ 
years) 

       

High 
(32 years) 

High 
(32 years) 

High 
(32 Years) 

Medium 
(26 Years) 

                                                                                                                          
Aging 
population 

       

High 
26% of population 
will be seniors in 

2056 (12% 
increase from 

2012) 

High 
23% of 

population will be 
seniors in 2022 
(17% increase 

from 2012) 

High 
20% of 

population will 
be seniors by 

2030 (7% 
increase from 

2010) 

High 
25% of 

population 
will be 

seniors by 
2035 (12% 
increase 

from 2012) 

 
Home 
ownership rate 
among seniors 

       

High (77%) High (73%) High (80%) High 
(72.2%) 

                                                                                                    
Real-estate 
values 

       

Medium/High Medium/High Medium/High High 

5.5.3. Design 

Information on each case was gathered through a literature review and review of 

secondary data sources.  Data collection occurred via publicly available literature and 
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sources.  The overview of reverse mortgage markets is shaped by Sophie Roussin’s 

report “The Reverse Mortgage: for an optimum control” (2007); Roussin’s study 

examined key market dynamics including:  

 The individual nature and offerings of the reverse mortgage industry  

 The nature of product advertisement 

 The role of independent information and advice 

 Challenges with reverse mortgages 

This study’s unique contribution includes an evaluation of government 

involvement in the industry (regulation of both the product and the vendors) as well as 

developing key findings from this research that informed the development of policy 

options. 

5.6. Key Informant Interviews  

5.6.1. Rationale 

The second aspect to this study is semi-structured key informant interviews to 

help in understanding the barriers to usage of reverse mortgages. Semi-structured 

interviews allow for open-ended questions and flexibility to discuss unexpected topics, 

using themes as prompts for important topics to address (Taylor, 2005).  Informants 

were identified as the persons or parties that play or could play an important role in the 

regulation, provision, and consumption of RM’s (classification of key informants listed 

above). The interviewees were all Vancouver-based, providing a link to this particular 

community and an understanding of the specific issues facing Vancouver in particular, 

and Canada in general (Sixsmith et. al, 2003; Sixsmith, 2003). 

Literature on reverse mortgages is largely conceptually-based, with limited 

evidence available via primary data.  Interviews help explore issues involving RM’s that 

have been identified in secondary sources such as websites and articles, while gaining 

an ‘insider perspective’ into the Canadian case (Taylor, 2005). The interviews gave 

context to the existing operation of RM’s in Canada and provided feedback on the 

facilitators and challenges of the RM market. Organizations/stakeholders consulted 

include: CHIP, Canada’s RM providers, financial institutions (banks), organizations that 
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provide housing services and information to seniors, as well as home-owning seniors 

themselves1.  Together, these interviewees will be referred to as the ‘key informant 

groups’ (KIGs). Tables 11 and 12 provide a summary of the key informant interview 

participants. 

Table 11: Key Informant (KI) Interview Participants 

Interview 
Number 

Participant Title Organization/ 
Stakeholder Group 

Type of 
Informant 

 
1 

 
KI 1 

 
Bank 1 

 
Financial 

 
2 

 
KI 2 

 
Bank 2 

 
Financial 

 
3 

 
KI 3 

 
Bank 2 

 
Financial 

 
4 

 
KI 4 - CHIP Vancouver 
Regional 
Representative (RR) 

 
Canadian Home Income 
Plan (CHIP) 

 
Reverse 
Mortgage Vendor 

 
5 

 
KI 5 - Anna: Executive 
Director of Housing 
Services 

 
Seniors Services Society 

 
Senior-specific 
organization 

 
6 

 
KI 6 - Margaret  

 
Senior 

Home-owning 
senior 

 
7 

 
KI 7 – Patricia 

 
Senior 

Home-owning 
senior 

 
8 

 
KI 8 – Mary 

 
Senior 

Home-owning 
senior 

 
9 

 
KI 9 – Vince 

 
Senior 

Home-owning 
senior 

 

 

 

 

 

 

 
1
 Initially, the study aimed to interview seniors who have used RM’s, a key stakeholder in this 

research, however, due to privacy concerns, I was not able to contact this group. 
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Table 12: Senior Key Information Background Information 

 
Interview 
Number 

 
Participant Title 

 
Background Information 

 
6 

 
KI 6 – Margaret 

 
Age: 65 
Marital Status: Divorced 
Housing Status: Owner 
Previous Knowledge of RM’s:  
Yes, a retired bank worker 
 

 
7 

 
KI 7 – Patricia 

 
Age: 77 
Marital Status: Married 
Housing Status: Owner 
Previous Knowledge of RM’s: 
Limited, had heard of the concept 
 

 
8 

 
KI 8 – Mary 

 
Age: 78 
Marital Status: Widowed 
Housing Status: Owner 
Previous Knowledge of RM’s: No 
 

 
9 

 
KI 9 - Vince 

 
Age: 83 
Marital Status: Married  
Housing Status: Owner 
Previous Knowledge of RM’s: No 
 

5.6.2. Design  

The key informant interviews provide diverse perspectives on RM’s; this is 

important to gain a nuanced understanding of the RM process. As each KIG has 

different information to provide, interview guides were tailored to each KIG.  Interviews 

were semi-structured - allowing for a natural and flexible discussion on the relevant 

issues with RM’s (Taylor, 2005). A copy of each interview guide is available in Appendix 

B. 
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5.6.3. Recruitment 

Key informants were recruited through e-mail, telephone, and advertisements, 

using publicly available contact information and locations.  In order to recruit home-

owning seniors, an advertisement2 for this research was posted on the Simon Fraser 

University Harbour Center Campus as well as the West End Seniors Center in 

Vancouver, British Columbia.  Key informant interviewees from the remaining KIGs were 

contacted through phone and e-mail. 

5.6.4. Structure of Interviews   

Each interview guide was developed similarly; key issues in the literature review 

as well as the case study informed the question development.   For CHIP and the banks, 

the interview guides explored the ‘face and place of reverse mortgages’ with questions 

covering aspects such as basic demographics of RM users and motivations behind RM’s 

as well as the RM process itself, such as barriers to the use of RM’s and areas that can 

be improved.  Interviews with seniors and the SSS covered the challenges seniors face 

in choosing to AIP and opinions on RM’s.  Seniors were asked their opinions on RM’s, 

whether or not they would consider using one, and what factors affected that decision.  

The Seniors Service Society was asked whether or not they would consider providing 

information on RM’s to their clientele, and what factors affected that decision. 

 
2
 A replica of the advertisement can be found in Appendix C 
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6. Case Study Analysis 

This section reviews key findings of the case study analysis.  The analysis was 

based on key issues identified in the literature and begins with an overview of RM’s in 

each case, followed by an analysis of government involvement (i.e. regulation of the 

product and the provider), the nature of product advertisement as well as independent 

legal advice.  The analysis concludes with a summary of key findings, which will inform 

the development of policy options. 

6.1. Market Overview  

6.1.1. Base Case: Canada  

Canada has only one provider of reverse mortgages, the Canadian Home 

Income Plan (CHIP).  CHIP is a branch of the Home Equity Income Trust (HOMEQ), and 

HOMEQ utilizes its subsidiary bank, Home Equity Bank, a Schedule 1 Canadian Bank, 

to originate and administer RM’s (Home Equity Bank, 2012).  While the literature does 

not address CHIP’s sole status as an RM provider, some explanation and implications 

can be hypothesized.    

The RM market is 26 years old and CHIP enjoys name recognition as being the 

first and only national provider of RM’s (Home Equity Bank, 2012).  Potential competition 

in this market is likely deterred as CHIP controls the RM market at present due to the 

complicated nature of issuing RM’s and the associated risks.  Originating RM’s carries 

with it some risk; were a borrower’s loan amount to exceed the equity in the home, the 

RM provider must pay the difference.  Economies of scale deter new entrants into the 

market; CHIP is an established national RM provider, making competition from other 

potential providers difficult and costly.  New entrants into the RM markets will have 

trouble offering lower interest rates or other financial incentives to seniors as CHIP will 

be able to match any of these incentives.   
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Reverse mortgages in Canada are available to homeowners aged 55 or older, 

which is a younger age requirement than both the US and UK.  For a lender, younger 

borrowers are higher risk.  RM’s in Canada are tenured, meaning that the borrower is 

guaranteed “lifetime income and lifetime occupancy of the home” (Foote, 2007, p. 54).  

The lender must accurately assess the lifespan of the borrower as well as the future 

value of the home to avoid collateral risk – the event in which the debt surpasses the 

property value (Foote, 2007). Despite these risks, the fact remains that CHIP offers RM’s 

to individuals 55 years or older; the rationale for low age requirements is not directly 

addressed in the literature, but a hypothesis for choosing this age can be developed.  

CHIP may be aiming to increase their market base, in which case, the more people 

eligible for RM’s, the more might obtain one, resulting in greater profit for CHIP. 

Through CHIP, between 10 to 50 percent of the total value of one’s home may be 

available.  If, when the loan becomes due, the amount exceeds the sale value of the 

home, CHIP rather than the borrower is who is responsible for the difference.  RM 

borrowers can choose between fixed or variable interest rates. 

6.1.2. Case 2: Australia  

In Australia, reverse mortgages have been growing in both supply and demand.  

Between 2004 and 2005, the number of reverse mortgage products increased from three 

to at least 15 during the same time, and a record-high 8,899 new loans were issued 

(Equity Release Products: An ASIC Report, 2008, pp. 4-5).  This growth has continued; 

in 2006, RM’s were worth $1 billion (Ong, 2008), representing an annual growth of 165 

percent (Saints or sinners: reverse mortgages, 2006).  In 2009, the RM market 

comprised of 38,788 loans valued at $2.7 billion, and the average loan amount 

increased from $51,148 in 2005 to $60,000 in 2009 (Burns, 2011).  The RM market is 

forecast to grow by at least $500 million annually (Wasiliev, 2006b).  People age 55 or 

older are eligible for RM’s and loan amounts normally range from 20 to 40 percent of the 

home value (Roussin, 2007).   
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6.1.3. Case 3: United Kingdom 

Reverse mortgages in the UK are more commonly known as a lifetime mortgage.  

Ninety percent of the market is controlled by two main lenders: Norwich Union (Roussin, 

2007) and JPMorgan (Sinnock, 2008).  Minimum lending age is higher at 65 years on 

average. Reverse mortgages in the UK work similarly to those in Canada and are non-

recourse, meaning that if the amount of the loan exceeds the value of the home, the 

borrower is not responsible to pay the difference (Huan, 2002) 

6.1.4. Case 4: United States  

Reverse mortgages in the US are available to people 62 years and older and can 

range from 20 to 60 percent of the property`s value.  The Home Equity Conversion 

Mortgage Plan (HECM) is the largest RM program, accounting for 90 percent of the 

market.  HECM is a government-run and ensured program, it is offered by approximately 

150 lenders; the remaining 10 percent of the RM market in the US are private RM 

products (Roussin, 2007).  HECM’s were created in 1989 by the Department of Housing 

and Urban Development (HUD) and are ensured through the Federal Housing 

Administration (FHA) (Mahoney, 2002). 

6.2. Government Involvement: Product and Vendor 
Regulation  

This section reviews how reverse mortgages are regulated.  All cases have, to 

some extent, regulation governing the provision of RM’s – this is what is meant by 

product regulation.  The second aspect of this section examines vendor regulation, that 

is, the rules and regulations that guide the institutions themselves.   

6.2.1. Base Case: Canada  

Canadian Government does not have a very strong role in the reverse mortgage 

market; it does not insure any loans and there is no federal legislation regulating the 

product.  Government interest in this product was expressed in 2005, in which a Senate 

report acknowledged that “an increasing proportion of seniors’ assets are in their 
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homes...lead[ing] to the anomaly of seniors having considerable wealth that does not 

provide income” (Special Senate Committee on Aging, 2009, p. 115).  To address this, 

the Senate committee recommended that the federal government, “explore options for 

other forms of income streams from equity in owned homes” (p. 115).  Federal interest in 

equity-release options such as RM’s has remained at just that – a preliminary interest 

without further action pursuing this option.  

Provincially, Manitoba, British Columbia, and Ontario have the most advanced 

regulation of RM’s.  Manitoba is the only province that explicitly regulates RM’s.  The 

2001 Mortgage Act applies to reverse mortgages (The Reverse Mortgage Act (C.C.S.M. 

c. M200), 2002).  Some provisions of the Manitoba Act include: 

- Disclosure of information to borrowers in a standardized form; 

- A 7-day reflection period after signing a form that indicates all information has been 

presented; 

- Recommendation of independent legal advice; 

- Administration of penalties for borrowers who do not disclose all information required 

by law; 

- Competence within the Consumers’ Bureau in regard to questions and complaints 

pertaining to RM’s; 

- Various consumer rights (e.g. reimbursing the loan without a penalty) 

British Columbia and Ontario do not have RM-specific regulations, but over time 

existing legislation has been interpreted to incorporate RM’s as well.  A division of the 

British Columbia Law Institute, the Canadian Centre for Elder Law Studies, performed a 

broad review of reverse mortgages in 2005.   Among its findings, the Centre 

recommended that the government better regulate the RM market (Law Institute, 2006). 

Overall, the Centre found that although existing regulations apply to some aspects of 

RM’s, specific RM legislation is required to adequately respond to the special qualities of 

reverse mortgages such as a potentially vulnerable borrower-group and the rising-debt 

nature of the loan.  These particular aspects require that those interested in RM’s to 

have more information than in a conventional loan; prescription by law is the best way to 

ensure that these needs are met (Law Institute, 2006). 

 Although no new RM-specific law has been created in BC, reverse mortgages 

are now subject to part 5 of the Business Practices and Consumer Protection Act; as a 
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result, lenders are required to provide in-depth information on the product such as all 

fees and other types of loans available (Business Practices and Consumer Protection 

Act, 2004) .  The new provision addresses calls for, “plain and accurate disclosure of the 

risks and other information regarding reverse mortgages and for enhanced rights to 

protect an often-vulnerable class of borrowers” (British Columbia Law Institute, 2006, p. 

9).  Better information for seniors allows for potential borrowers to compare reverse 

mortgages to other types of loans (British Columbia Law Institute, 2006). 

The Ontario government has used the Mortgage Brokers Act (June 2004) as a 

tool in regulating RM’s.  Similar to BC, however, this Act has been expanded to include 

RM’s while not offering RM-specific regulation.  This regulation-gap is concerning; RM-

vendors do not have to provide an estimate of the total cost of the loan.  As a result, the 

financial implications and complexity of RM’s can remain unclear, and, “coupled with the 

inability of some seniors to get other forms of income, the potential for abuse is 

considerable” (Housing Toronto Seniors - Planning for the Future, 2006).   

Throughout Canada, criticisms of RM’s have not been so grave as to call for 

banning of the product.  RM’s are a legitimate loan product for the needs of elder adults 

(British Columbia Law Institute, 2006).  Rather than questioning the underlying legality of 

RM’s, critics call for stronger regulation of RM’s; on the whole, RM’s are weak in the 

clear and accurate disclosure of the costs of the loan (British Columbia Law Institute, 

2006; Housing Toronto Seniors – Planning for the Future, 2006).  With RM’s, appropriate 

legislation mitigates consumer vulnerability and potential for financial abuse of seniors 

through encouraging informed consumption.  

6.2.1.1. Vendor Regulation 

As the sole national RM provider, CHIP is not subject to an external, independent 

regulatory regime. CHIP has “reviewed the codes of conduct established by the leading 

international reverse mortgage associations and developed [their] own uniquely 

Canadian CHIP Promise” (The CHIP Promise).  CHIP’s code of conduct includes legal 

and cost transparency, independent legal aid, and a cap on the debt against property 

value. As a subsidiary of Home Equity Income Trust, which is listed on the Toronto Stock 

Exchange, CHIP must meet public company disclosure and reporting standards set by 

the Securities Commission.    
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6.2.2. Case 2: Australia 

While legislation specifically regulating reverse mortgages does not exist in 

Australia, two laws in particular affect the RM market: the Uniform Consumer Credit 

Code (UCCC) and the 2001 Corporations Act (Roussin, 2007).  The UCCC regulates 

advertising conduct and content that credit contracts must communicate. This legislation, 

however, was enacted before reverse mortgages existed so there are some gaps.  

Reverse mortgage lenders do not have a legal obligation to disclose potential risks or 

provide all related costs to potential borrowers (Roussin, 2007).   This regulatory gap is 

of concern as seniors cannot rely on lenders to ensure an RM is an appropriate financial 

option.  Without this legal obligation, there is a risk that the best interests of seniors are 

not being served. 

The Corporations Act applies to both financial product providers as well as 

‘intermediaries’ such as legal or financial counsellors.  Under the Corporations Act, in 

relation to RM’s, the most relevant aspect is the Financial Services Regulation (FSR). 

This regulation requires that financial service providers are: licensed, offer fair and 

honest services, manage conflict of interest, and ensure that representatives are 

adequately trained and competent to provide the services offered (i.e. reverse 

mortgages) (Corporations Act 2001 - SECT 942D, 2001).   

While financial consultants who deal with RM’s are subject to the FSR, an 

important group falls outside of the scope of the FSR.  Mortgage brokers, who are not 

accredited through any specialized training, are not subject to the FSR (Roussin, 2007).  

Specialized training or competence with RM’s is not legally required of mortgage 

brokers, and this is problematic.  Without the FSR’s requirement for honest and fair 

services, mortgage brokers are free to pursue profit above all else.  This sentiment is 

apparent in a survey of 290 mortgage brokers in Australia, in which it was revealed that 

they considered “...the amount of the commission the most important factor when 

counselling a consumer about a product” (Saints or sinners: reverse mortgages, 2006).  

In response to regulatory gaps, Australian RM-providers self-regulate the industry to 

ensure consumers are informed and protected. 
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6.2.2.1. Vendor Regulation 

Reverse mortgage providers have formed a self-regulating association – the 

Senior Australians Equity Release Association of Providers (SEQUAL).  Members of 

SEQUAL must join an external conflict resolution group approved by the Australian 

Securities and Investments Commission (ASIC).  SEQUAL has also established and 

enforces a code of conduct that requires its members to: 

- Ensure that all products are understood to be non-recourse loans; 

- Clearly communicate all potential costs to the consumer; 

- Fully disclose the integral costs (e.g. illustrating the loan’s effect on the future property -

value or how interest rates will affect the amount due); 

- Ensure all clients receive independent legal advice; 

- Ensure all written loan transactions meet UCCC standards (SEQUAL Code of Conduct) 

6.2.3. Case 3: United Kingdom 

The UK has had a tumultuous experience with reverse mortgages.  During the 

1980’s housing prices dropped, and many RM debts were greater than the value of the 

home.  At the time, RM’s were not non-recourse, so consumers were financially 

responsible for the difference; as a result, many seniors were evicted from their homes 

(Roussin, 2007).  Since October 2004, normal and reverse mortgages are regulated by 

the Financial Services Authority (FSA).  To ensure the financial security of seniors, and 

avoid past mistakes, the FSA has classified RM’s a “high-risk” product and therefore 

closely monitors their use.  For the duration of the loan, clear information detailing the 

costs, risks, and encouragement to seek independent advice are required (Roussin, 

2007).  Anyone who offers reverse mortgages must ensure that an RM is appropriate for 

the consumer and that they will benefit from the product.  

 Government regulation over the conduct of lenders has been minimal as lenders 

are effectively self-regulating. There is an alternative argument, calling for a stronger 

governmental role to secure and accelerate the success of the RM market.  In particular, 

“standardization of lending regulations and proper disclosure would protect both the 

borrower and the industry by providing for the necessary consumer education that is 

requisite when working with the senior population” (Mahoney, 2002, p. 35). 
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6.2.3.1. Vendor Regulation 

 In 1991, leading UK-RM lenders formed the Safe Home Income Plan (SHIP).  

SHIP has developed and guaranteed certain principles such as: 

- All legal aspects of the loan must be transparent; 

- All costs must be transparent; 

- Provide access to independent legal assistance; 

- Establish a cap on debt relative to home value (SHIP Guarantee, 2009) 

The overall aim of SHIP is to help consumers understand the workings of equity-

release mortgages with the underlying goal of enabling informed decision-making in 

terms of RM’s (SHIP Home, 2009).  Through these principles, SHIP has helped to 

restore both consumer confidence and demand in home-equity products (Mahoney, 

2002).  

6.2.4. Case 4: United States  

Reverse mortgages are regulated at the federal, state, and auto-regulatory 

levels.  This section will focus on HECM`s as they are the most popular and are subject 

to greater regulation.  The most recent federal government regulation of RM’s came in 

2007 under the Economic Recovery Act.  Through this legislation, congress has 

increased RM loan limits from $362,000 to $650,000 (Aging S. C., 2009).    The increase 

is designed to enable borrowers to obtain a greater benefit if their home value is higher 

than the previous Housing and Urban Development’s (HUD’s) limit (Hymi, 2008).  

Although the aim is to provide RM-borrowers with more money, a congressional review 

of RM’s found the increased limits concerning, with the potential of “…making seniors 

even more lucrative targets for potential scammers” (Special Committee on Aging: 

United States Senate, 2009, p.3).   

 Further federal regulation can be found in the National Housing Act and the 

Truth in Lending Act.  The National Housing Act only applies to government-backed 

RM’s (HECM’s) and requires independent financial counsel before a borrower may 

become eligible for RM’s.  The law also details certain topics and issues that a 

counsellor must discuss with a client.  The Truth in Lending Act pertains to lenders of 

both private and government RM’s and requires the disclosure of all annual costs before 
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an RM is issued (Consumer Credit Protection Act, 2009).  Some states have enacted 

laws to offer similar consumer-protection similar to that of the National Housing Act. 

Lenders who provide HECM’s must meet strict programme regulations including: 

- Interest cannot be charged more than one time per year; 

- Interest rates cannot increase 2 percentage points per year or 5 percentage points over 

the life of the loan; 

- Borrowers must receive independent advice before entering into an RM contract; 

- Lenders cannot impose penalties on prepayment or cancellation of the loan (Consumer 

Credit Protection Act, 2009).   

6.2.4.1. Vendor Regulation 

As mentioned earlier, an auto-regulatory regime exists in the US.  In 1997, 

American RM providers established the National Reverse Mortgage Lenders Association 

(NRMLA).  The NRMLA was created as a means to ensure just and ethical consumer 

relations.  These objectives are achieved through the NRMLA code of conduct; 

members must meet a set of criteria.  Along with privacy, legal and staff-competency 

criteria, the NRMLA, like the regulatory bodies in the earlier cases, focus on providing 

understandable and complete information for their clients.  Steps to ensure informed 

consumption of RM’s include: 

- Encouraging clients to discuss the loan with family members and/or trusted counsellors; 

- At no extra cost, inform clients about all available reverse mortgage programs and assist 

in choosing one that most appropriately meets their needs; 

- Clearly identify all costs associated with the product before obtaining RM’s; 

- Take all reasonable measures to analyze a third party before accepting their 

endorsement on behalf of the client; 

- Make all necessary efforts to assuage client anxiety about reverse mortgage 

transactions (National Reverse Mortgage Lenders Association, 2006)  
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6.3. Product Advertisement and Independent 
Information  

6.3.1. Base Case: Canada  

6.3.1.1. Product Advertisement 

Advertisement of RM’s in Canada is, for the most part, done through CHIP itself.  

As a profit-seeking company, CHIP’s advertisement does not provide complete and 

transparent information on the product; the overall objective is to promote the product 

(Roussin, 2007).  Information such as the rising debt nature of the loan as well as other 

financial options is not included in CHIP’s advertisement material.  CHIP’s sole control 

over product advertisement has limited the completeness of material content.   

The Manitoba government has noted that, “it is unlikely that a borrower who 

relies simply on promotional material will be able to make meaningful comparisons 

between reverse mortgages and other types of loans” (The Mortgage Amendment Act).  

Promotional material can be informative, up to a point.  As with all types of advertising, 

though, the product is presented in its most favourable light and ignores its shortcomings 

(The Mortgage Amendment Act).    

The information provided on CHIP’s website should be considered with caution, 

as they, “...cannot guarantee this information to be current, accurate or complete” and 

CHIP and its affiliates “shall not be held responsible for any errors or omissions in 

website nor for any direct, special, incidental, indirect or punitive damages arising out of 

your use of the website or its information” (CHIP Terms and Conditions).  It is the 

responsibility of the senior, then, to ensure they are fully informed on RM’s, and they 

should consult outside sources as well.  

In Canada, CHIP is the sole provider of RM’s; this means that consumers are 

most likely to turn to them when seeking information on the product.  Financial 

institutions such as banks are another likely source of information on this issue.  

Although banks are advertised as ‘partners’ of CHIP, bank websites do not offer 

independent information, but are quick to redirect customers to the CHIP website 

(Roussin, 2007).  Being the only RM provider, CHIP controls all advertisement and 
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information on its product – representing a monopoly not only over the RM market, but 

the product information as well.   

The independence and reliability of RM advertisements has been called into 

question in other works; one review of RM’s in Canada calls for more production of and 

easier access to “credible advertising and complete, transparent information, made 

easily accessible by neutral parties” (Roussin, 2007, p. 32).   

The Federal Government of Canada website does describe some basic 

information such as the advantages and disadvantages of RM’s, but it directs those 

seriously interested in RM’s to talk to the RM provider (CHIP)3.  The BC Government 

website is slightly less informative; rather than providing strengths and weaknesses of 

RM’s, a search for the term ‘reverse mortgage’ leads to a page in which the CHIP 

website is provided4.   

6.3.1.2. Independent Information 

Independent information and advice is critical for seniors considering RM’s 

because financial abuse is the most common type of elder abuse in Canada (Cohen C. , 

2008). Many factors may make seniors vulnerable to financial abuse;  

“...women of this generation may not be as familiar with 
money management... [seniors] may be more reluctant to seek 
advice on financial matters...[and] this generation has significant 
financial resources and is very trusting of others” (Cohen, 2008, p. 
139). 

These risks are compounded by the complexity of RM’s.  CHIP requires all 

seniors to receive independent legal advice before undertaking RM’s; however, the 

 
3
 Financial Consumer Agency of Canada: Understanding Reverse Mortgages: 

http://www.fcac-acfc.gc.ca/eng/resources/publications/MortgageLoan/TSShopRMort-
eng.asp#more 

4
 Rural BC: Personal Finances 

http://www.ruralbc.gov.bc.ca/individuals/personal_finances/managing_debt/ 

http://www.fcac-acfc.gc.ca/eng/resources/publications/MortgageLoan/TSShopRMort-eng.asp#more
http://www.fcac-acfc.gc.ca/eng/resources/publications/MortgageLoan/TSShopRMort-eng.asp#more
http://www.ruralbc.gov.bc.ca/individuals/personal_finances/managing_debt/
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content of these consultations are not available, making it difficult to assess this 

provision’s effectiveness. 

6.3.2. Case 2: Australia  

6.3.2.1. Product Advertisement  

RM’s are growing in popularity and are actively advertised in Australia.  Major 

Banks (e.g. Commonwealth Bank of Australia) and other financiers promote the use of 

RM’s as a viable retirement-financing option (Reed, 2007).  The marketing of RM’s is 

done mainly through financial institutions, and the product receives little exposure in 

mainstream media (Reed, 2006). RM advertising should be improved to allow seniors to 

develop informed, independent opinions on RM’s.  Currently “the channels of information 

(on RM’s) are not clear...and the messages received by seniors about reverse 

mortgages are somewhat garbled and misunderstood” (Reed, 2009, p. 18).  Unclear 

information in RM advertisement has left seniors unclear on issues such as the amount 

of money that would left over for inheritance (Reed, 2009).  

To improve product advertisement, Australian research advocates direct 

targeting of information to seniors such as providing information in writing rather 

television so information can be re-read and fully understood.  Another suggestion is to 

conduct “sustained on-going campaign where existing and new seniors are updated on a 

regular basis about reverse mortgages” (Reed, 2009, p. 19).  These recommendations 

will increase the volume of ads, but they do not address the reliability of content. 

6.3.2.2. Independent Information 

Australian seniors would benefit from clear, independent advice on RM’s.  Most 

RM’s are sold by mortgage brokers (Advisors best distribution channel for reverse 

mortgages, 2006).  As discussed earlier, mortgage brokers are not a regulated institution 

and are largely profit-driven (Saints or sinners: reverse mortgages, 2006).  Like in 

Canada, regulated RM providers in Australia require seniors to receive independent 

legal advice, but this can be insufficient.  The Chair of the Institute of Actuaries of 

Australia argues,  
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“...legal and financial advices are quite different.  The legal 
advice will take you through the contract terms, but won’t 
necessarily take you through the implications.  It will not 
involve assessing your needs and it won’t involve assessing 
what risks you’re taking in entering a product” (p, 12).   

Both independent legal and financial advice is important for seniors seek before 

using RM’s.   

6.3.3. Case 3: United Kingdom 

6.3.3.1. Product Advertisement  

Home equity products, such as reverse mortgages, are heavily advertised and 

promoted in the UK.  As a result, consumer awareness of these products is quite high.  

A survey by the National Consumer Council found that 86 percent of people between the 

ages of 55 and 70 have heard of reverse mortgages.  Despite heavy product 

advertisement, and high levels of consumer-awareness, only 43% of seniors are 

confident in the companies offering reverse mortgages (Roussin, 2007). Mistrust is likely 

rooted in the UK’s tumultuous past with RM’s.  As discussed earlier in the Government 

Involvement section, RM’s in the UK did not always have a non-recourse clause; so 

many seniors were left with a loan amount that exceeded the value of their home 

(Roussin, 2007).   

6.3.3.2. Independent Information 

Internationally, advice on RM’s is often considered inadequate (Roussin, 2007); 

this is especially true with the UK RM market.  Despite legislated requirements to 

provide information to customers, the Financial Service Authority (2005) has found that 

RM providers often do not respect these standards, finding: 

“International research shows that advice on equity release 
products is often inadequate.  For instance, recent research by 
the Financial Services Authority (FSA) in the United Kingdom 
shows that more than 70% of product providers, independent 
financial advisers and mortgage brokers do not gather enough 
relevant information about their customers to assess their 
suitability for the product, and more than 60% of advisers do not 
advise consumers about the downsides of equity release” (2005, 
p. 2). 
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6.3.4. Case 4: United States 

6.3.4.1. Product Advertisement  

In the US, reverse mortgages are heavily advertised; effective advertisement has 

been identified as one of the factors contributing to the recent growth of the US RM 

market (Roussin, 2007).   Promotional material is largely shared through television and 

radio advertisements as well as in print material such as pamphlets and magazine 

excerpts.  This promotional focus is informed by the knowledge that advertisements are 

usually the first encounter seniors have with the RM concept (Roussin, 2007).  

Seniors can also turn to government as a source of information on reverse 

mortgages; several governmental websites provide in-depth information on RM’s
5
.  The 

information found here is detailed and clear, at minimum warning potential consumers 

that reverse mortgages may not be for everyone and recommending consultation with a 

trusted party or legal expert.  Interest in this product is increasing, as is the desire for 

more information.  The American Association of Retired Persons (AARP) has indicated 

that reverse mortgages have been the top mail-generating topic since 1997 (Mahoney, 

2002). 

6.3.4.2. Independent Information 

The US Senate has recently investigated reverse mortgages (2009) and found 

that although HECM counselling sessions were taking place, the counselling providers 

were not complying with HECM requirements (Reverse Mortgages: Leaving seniors and 

taxpayers on the hook? 2009).  The Senate found that although these sessions did 

convey accurate and useful information, required information was often omitted.  The 

most commonly missed or overlooked issues were: a discussion of alternatives to RM’s, 

the financial implications of HECM (e.g. estimating the maximum amount due), 

disclosure that HECM may affect eligibility for other federal or state programs, and 

 
5
 For a list of online US Government RM Information please see: 

http://search.usa.gov/search?affiliate=usagov&query=reverse+mortgages&USA.gov+Search.x=0
&USA.gov+Search.y=0 

http://search.usa.gov/search?affiliate=usagov&query=reverse+mortgages&USA.gov+Search.x=0&USA.gov+Search.y=0
http://search.usa.gov/search?affiliate=usagov&query=reverse+mortgages&USA.gov+Search.x=0&USA.gov+Search.y=0
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ensuring a client does not sign a contract with an estate-planning services; these 

findings are consistent with those of AARP and HUD Office of Inspector General reports 

(Reverse Mortgages: Leaving seniors and taxpayers on the hook? 2009).  As a result, 

greater monitoring of the content and length of HECM counselling sessions through 

HUD was recommended. Overall, counselling is one of the major consumer-protection 

features in RM’s, but it is inconsistent and underfunded. The Senate heard that along 

with greater oversight, face-to-face counselling should be required; this is especially 

important when payments are to be received in a lump-sum as a greater degree of 

financial literacy and planning will be required to manage this sum. 

6.4. Case Study Key Findings 

The key findings of this case study relate to the regulation of reverse mortgages 

and the provision of information on RM’s.  Table 13 presents the key findings.   

Table 13: Case Study Key Findings 

Subject Area Key Findings 

Reverse Mortgage 
Regulation 

1. Reverse-mortgage specific regulation is the strongest 
approach, it provides clear information on the costs and 
risks  
 

   

   

   

2.  Most regulation requires independent legal advice; 
financial advice should also be mandatory  
 

   

   

   

Provision of Reverse 
Mortgage Information 

 
1. Information offered from RM-providers is largely 
promotional, lacking critical review 
    

    
2. Neutral information sources on RM’s must exist to 
ensure the objectiveness and reliability of available 
information  
 

   

   

Overall, reverse-mortgage specific regulation is the most effective.  RM-specific 

regulation can include provisions for clear and transparent information, protecting 

consumers from ill-informed decision-making.  A second key finding pertains to 
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compulsory independent information.  All cases require RM-borrowers to receive 

independent legal advice before committing to the RM; this advice, while beneficial, is 

not sufficient.  Independent financial advice should be a requirement in RM-regulation; 

with both legal and financial advice, RM-consumers would have a better understanding 

of RM’s and its implications.   

The second key subject area surfacing from the case study analysis is the nature 

of RM information and advertisement.  Information offered by RM-providers is 

promotional and lacks balanced evaluation of the product.  This situation implies a need 

to ensure that objective and detailed information on RM’s be made available.  
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7. Interview Findings 

Two broad categories of themes emerged from the interview findings: 

Information-based themes, accessibility/awareness-based themes. Table 14 

summarizes the key findings.   

Table 14: Summary of Themes 

Interview Themes Key Findings 

Informational Seniors are open to RM’s, but want more information 

 
Seniors do not have a single, reliable, comprehensive 
provider for RM information 

Accessibility/Awareness  
 
CHIP is the gatekeeper to all RM information     

 
CHIP and Senior Services Society (SSS) are difficult to 
access     

 RM’s are perceived as a complicated last-resort 

 
Reverse mortgages are an unfamiliar concept among 
banks and service providers 

7.1. Information-Based Themes 

7.1.1. Seniors are open to reverse mortgages, but want more 
information 

I like where I live, and I want to stay there – I think it’s an 
option – I’ve got the equity – so I might as well use it” (KI6) 

When asked what they would do if their housing or health demands increased 

but had a limited budget, none of senior KI’s said they would use RM’s – but this does 

not mean they are opposed to them.  KI’s 6-9 were more likely to cut costs elsewhere – 

in moderate ways such as not buying brand-name groceries or clothes, or, if costs 

associated with aging in place (AIP) were substantial, they would consider downsizing.  



 

51 

Although those were the immediate solutions discussed, KI’s 6-9 all said they would 

consider other available financial options, such as reverse mortgages. 

 “I guess so...I guess I haven`t really thought about it 
yet, but if there were things I knew about and they seemed 
like a good fit and not too complicated or risky, then yes, I 
don’t see why not” (KI 7) 

This quote illustrates the overall openness the senior KIs had towards RM’s.  

Most seniors thought of RM’s as a ‘last resort’ and overall would consider alternative 

financing methods only if and when they were in a position that required greater income.  

The lack of pre-emptive planning to respond to potential financial stress is discussed in 

greater detail in the accessibility section. 

The overwhelming advantage to RM’s cited by all four seniors is that they would 

be able to stay in their homes.  Overall, all are happy with their current homes and 

preferred to stay there as long as possible; RM’s were accepted as an option to help 

them stay there.  Only KI 9 said he would downsize and move to a smaller house or 

apartment if he were faced with financial or structural barriers with his home; he was 

also the only one that would not consider using RM’s, arguing that, “...if I can’t afford 

something, like staying in my house, then I won’t do it”.  Regardless of whether one 

would use RM’s, all seniors agreed on one thing – they would need more information 

from a trusted source before moving forward with RM’s.  Interviewees said friends (KI 6, 

7), family (KI 6, 7), banks (KI 6-8), and government (KI 6-9) are the sources where they 

would seek information and advice.   

The variety of sources people turn to may be a result of the next finding – there is 

a lack of an independent and reliable information and advice for seniors choosing 

whether to use RM’s – or any complicated financial tool for that matter.  Why this 

negatively affects seniors and the use of reverse mortgages is discussed below. 

7.1.2. Seniors do not have a single, reliable, comprehensive 
source for RM information 

A person’s individual financial, housing, and health situations must be considered 

before deeming RM’s a good choice. CHIP advertisements usually stress this by 
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indicating that RM’s are not for everyone.  Current informational resources on RM’s are 

largely descriptive.  There is a lot of information on the mechanics of a reverse 

mortgage, but little consumer-specific consultation services outside of the RM vendor – 

CHIP.  Specifically, an independent advisor (e.g. people not working for CHIP) with 

specialized knowledge on RM’s would be well-used by the participating interviewees in 

this study. Three of four seniors indicated they would consult governmental websites 

such as the Canadian Mortgage and Housing (CMHC) website for information on RM’s.  

The earlier case study found that within Canada, information on government websites 

(both federal and provincial) ultimately direct the individual to CHIP.  The lack of 

independent information on RM’s is supported by KI 5, the SSS worker; when asked of 

any program or organization that provides financial information and advice for 

middle/lower-income for home-owning seniors, she was unaware of anything for that 

demographic.  Seniors themselves desire independent advice and recognize that banks 

and CHIP may not always have their best interests at heart.  KI 6 stressed the 

importance of trustworthy advice,   

“...this is a senior, this is their home, they don’t have 
a second chance...independent oversight is crucial – the 
banks are in it for the money, they’re not really nice, don’t 
look to them for ethics, those have to be imposed on them” 
(KI 6). 

KI 8 was critical of the type of information provided by CHIP,  

“...people advertising this thing aren’t likely to come 
out highlighting the downside, now are they?  They’re selling 
something and want to make a profit” (KI 8). 

In summary, seniors are open to learning more about RM’s, but they desire 

independent and reliable information from a financially disinterested party.  In the quest 

to gather more information on RM’s, it becomes clear that information can be hard to 

access and, as the next section discusses, may not exist at all. 
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7.2. Awareness and Accessibility-Based Themes 

7.2.1. CHIP is the gatekeeper to all RM information 

CHIP’s sole-provider status of RM’s is positive is some respects – the industry is 

easily monitored and studied with only one actor.  However, the content and reliability of 

information available on RM’s has suffered.   For example, as discussed earlier, CHIP 

takes no legal responsibility for the accuracy of the content on their website.  Further, as 

the only actor in the RM market, CHIP is self-regulating and faces no external pressure 

from other RM providers.  Consequently, information is promotional, and CHIP has no 

incentive to provide unbiased information such as alternative financial options or the full 

cost of RM’s. Overall, CHIP maintains a monopolistic power over information on reverse 

mortgages. Information on both the mechanics and demographics of RM’s are produced 

and controlled by CHIP; this is problematic because data are difficult or impossible to 

access.  The available information is not independent and does not provide a balanced 

assessment of RM’s. 

CHIP’s control over the mechanics of their RM product is less troubling than their 

hold on demographic data.  The decision to use RM’s is very case-specific; 

advertisements on RM’s convey this by indicating that RM’s are not for everyone but do 

not explain who is best-suited for reverse mortgages.  How a reverse mortgage works, 

its advantages, disadvantages, and potential risks have been well documented and 

summarized in both the literature review and case studies.  In order to determine the 

demographic that would most benefit from RM’s, it would be useful to examine the 

population that already have reverse mortgages. Provincial governments seeking to 

encourage aging in place (AIP) may wish to target seniors who would benefit from RM’s, 

but they do not have access to this information. 

Unfortunately, CHIP representatives were not available or willing to provide 

demographic data on seniors who have RM’s, or their professional opinion on the 

strengths and weaknesses of the product.  An interview with Vancouver’s regional 

representative was cancelled after the interviewee received a copy of the interview 

guide.  Some of the questions were deemed “too intrusive” and any further 

communication ran the risk of breaching CHIP’s privacy and security policies.  Questions 
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that sought to provide the `face and place’ of RM’s6 are the more sensitive ones as the 

mechanical questions in the interview guide were answered by CHIP representatives.  

While the demographic data may not be necessary for a senior to make an informed 

decision to use RM’s, at least two groups will face negative consequences from this 

restriction: researchers and government. 

7.2.1.1. Implications 

Research on RM’s is limited by the amount of information made available by 

CHIP.  For example, this project initially intended to compare BC to the province that has 

the largest number RM originations, but this proved impossible as geographic data is not 

available to the public.  The limited amount and content of information on RM’s also 

affects the government.  A ‘snapshot’ of RM users would detail the average age of RM 

consumers, their sex, and the average amount taken out.  This information is not 

available, so the picture of who is accessing this product remains unclear.  As a result, 

any targeted communications from the government to this population is not possible.  

CHIP cited safety and anonymity of its consumers as the reason they could not provide 

this information, even though aggregate data of this sort is not likely to identify any 

individual and place their security or privacy at risk.  

7.2.2. CHIP and Seniors Services Society (SSS) are Difficult to 
Access 

Arranging a detailed conversation about RM’s with either CHIP or SSS was 

difficult and, in the case of CHIP, not possible.  The difficulty in gaining substantial 

information from these groups is a barrier to information for those interested in RM’s.  

CHIP representatives that handle general inquires are available by phone, but their 

knowledge is limited.  At times, the information on the CHIP website was insufficient, so I 

made a number of calls to their information line.  Questions included, what topics were 

 
6
 Questions under this theme included: geographic breakdown of where RM’s have been issued, 

demographic most likely to use RM’s (age, gender, nationality), what RM’s are used for 
(travel, repair), and average RM amount and time-period 
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required to be covered in the independent legal advice process, and which province had 

originated the largest amount of RM’s.  The CHIP workers could not answer these 

questions but assured me a phone call or e-mail would be sent to address my questions 

within two to five days.  In terms of the legal advice inquiry, an e-mail response was sent 

in French.  This was curious as my conversations had all been in English.  The number 

of RM’s by province was not answered at all.   

The Vancouver CHIP office is under-staffed, with just one regional 

representative, leading to lower accessibility to information. I initially contacted the 

representative via e-mail but did not hear back.  Hoping to establish a relationship, I 

went to the regional office only to find that the representative usually works from home 

so ‘drop-ins’ are not possible -  a pre-arranged appointment is required for an in-person 

meeting.   After another e-mail, I spoke with the representative and requested a short 

(20 minute) interview.  The potential interviewee seemed reluctant to speak with me, 

indicating he has limited time, but did set a time to meet.  After sending KI4 my interview 

guide7  he cancelled the interview because he was too busy and was not able to make 

time to talk.  SSS is also struggling to meet the high demand for information and 

services among seniors.   

The SSS is an organization that offers support8 and housing9 services to seniors 

throughout the lower-mainland.  Calls to the SSS are first screened by an administrator, 

and depending on the issue or concern, you are re-directed to the appropriate person.  

Reverse mortgages are unknown to the SSS but were categorized as a housing service.  

At the moment, there is a two-day delay to speak to a housing service representative.  

Any delay or barrier to information can have serious implication on the RM process of a 

senior.  If a senior is interested in basic, introductory information on RM’s and is forced 

to wait a couple days or does not have their message returned, they may become 

 
7
 A copy of the interview guide can be found in Appendix B 

8
 Eg: Meals on wheels, tax clinic, grocery shopping 

9
 Eg: Home adaptation grants, signing up for a nursing home, finding subsidized housing for low-

income seniors 
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discouraged or impatient with the process.  The inaccessibility and, more troublingly, 

inexistence of trustworthy financial advice on RM’s may also contribute to the next 

finding: RM’s are negatively perceived by seniors and SSS. 

7.2.3. RM’s are perceived as a complicated last-resort   

Both seniors and SSS found that RM’s are complicated and, therefore, 

inaccessible.  KI 8 is a single woman and said that her husband who recently passed 

away took care of financial issues so she was uncomfortable with any financial product, 

such as RM’s.  Overall, seniors thought the loan to be complicated because they were 

not familiar with it. Senior KI’s believed they would have to seek out much more 

information before seriously considering RMS’s; this lengthy process contributed to the 

common sentiment that RM’s were complicated.  Due to its perceived complexity, the KI 

seniors said that although they would consider using RM’s, it would only be as a last 

resort.  This attitude may be rooted in the fact that all four seniors brought up issues of 

uncertainty.  KI 9, the biggest critic of RM’s, said he would never consider using a RM 

because of,  

“the uncertainty of it all.  I can’t be certain it’s a good 
idea for me, I can’t be certain I’ll have any money at the end, 
I can’t be certain of how much equity will be used up”.   

Hesitance to use RM’s is clear in the following quotes:     

 “...times would have to be pretty tight” (KI 8); 

 “I would have to be in some dire straits” (KI 7); 

“Overall, RM’s would be considered “as a last resort” (KI 6); 

“If things got really tight, yes – I would look into those 
options – I would need a lot more information though, before I 
committed to anything” (KI 8) 

Most senior KIs said they were open to financial options to remain in their home, 

but that they had not seriously considered reverse mortgages because they have not 

been in the position in which they required supplemental income.   
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7.2.4. Reverse Mortgages: an unfamiliar concept 

Banks and service providers such as SSS are often the first places seniors seek 

information on financial tools such as RM’s.  Interviews revealed that, similar to the 

seniors interviewed, knowledge of reverse mortgages is low among banks and SSS 

staff.  

7.2.4.1. Banks: Weak partners of CHIP 

Three Vancouver branches of national banks (KI1-3) agreed to interviews, but 

not without many calls back and forth to find someone who had heard of RM’s; 

ultimately, mortgage specialists were identified as the most appropriate people to 

interview.  All three banks are listed on the CHIP website as institutions that work with 

CHIP and all three interviewees were aware of the product – that is where their 

knowledge ended.  These banks are simply referees for CHIP – they do not advise or 

suggest RM’s but rather provide a customer with CHIP’s information if one requests it.  

This means that banks do not provide any independent information on or objective 

opinions of RM’s – their only role is to provide CHIP’s contact information.  CHIP sales 

people go to partner-banks approximately semi-annually and give a presentation to 

ensure RM’s are still current and employees are up to date with the RM information such 

as lower interest rates. 

KI1 thought that although the CHIP presentations allow employees to be aware 

of the product, most bank employees are not comfortable enough with RM’s to 

recommend the product to seniors.  KI1 explained that if a senior were to come in and 

inquire about RM’s, he would give them CHIP’s contact information; however, if a senior 

came in seeking financial planning advice and had not asked specifically about RM’s, he 

would not present the option of RM’s to the senior.  KI 1 said he was not familiar enough 

with the product to recommend it and that he would suggest the home equity products 

offered by his bank instead. All three banks offer equity products aside from CHIP’s RM, 

but the focus of this study is on RM’s.  RM’s do not require monthly payments while the 

other equity products do. Bank employees with low education on RM’s, paired with in-

house equity products can create a disincentive within banks to recommend RM’s.   
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KI6-9 said they would first turn to banks to explore options to access equity in the 

home, but these banks are not likely to recommend RM’s.  Currently, many banks offer 

competitive equity products such as home equity loans; therefore, they are unlikely to re-

direct business to a company like CHIP, who is essentially competition.  Key informant 

(KI) Margaret argued that “people don’t care about seniors because there’s no money to 

be made”, but with products that make home equity a liquid asset, home-owning seniors 

are an increasingly very valuable clientele for banks.  The unfamiliarity of RM’s in banks 

was a good indication that they were likely not a well-known concept among 

organizations that deal with seniors.  

7.2.4.2. Seniors Service Society: Helping seniors, but not those that want 
RM’s      

As discussed earlier, the SSS offers a wide variety of service and housing 

resources to seniors, but their clientele are not home-owners and are therefore not 

interested in RM’s.  KI5, executive director of housing at SSS, shared that most time and 

resources are spent toward finding temporary shelter and subsidized housing for low-

income or homeless seniors.  SSS first encounters seniors that may have once owned 

their homes have been foreclosed (KI5), so SSS does not play a big role in preventing 

homelessness, but rather addressing it.  Due to its demographic, SSS does not offer 

advice on RM’s; however, after being introduced to the concept, KI5 shared some initial 

thoughts. 

RM’s, on the surface, seem like a win-win to KI5 but she still had some concerns.  

She highlighted one important assumption being made when discussing seniors 

choosing to use RM’s: that they are fully capable of making this decision.  RM’s are 

complex; many variables must be considered before using this option.  The danger in 

this assumption, she argued, is that instances of elder abuse are possible, especially if a 

large sum of money is involved and that steps should be taken to ensure a senior or 

their legal caregiver fully comprehend and consent to the loan (KI5).  SSS is not the 

appropriate organization to offer information to seniors, but KI5 had thoughts on who 

might be. 

KI5 said she would likely recommend that seniors contact their respective 

financial institutions for more information on RM’s.  As is clear in the above section, any 
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effort by a senior for outside information on RM’s, whether it is their bank or a service 

provider, will be unsuccessful as these groups have low levels of awareness on RM’s.  

Inevitably, a senior will have to turn to CHIP as the sole source of information on RM’s. 

7.3. Summary of Key Informant Interview Findings 

The table below summarizes key findings in relation to the key informant 

interview objectives and their policy implications. 
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Table 15: Key Informant Interview Objectives, Findings, and Policy Implications 

Objective Findings 

Identify issues prevent aging 
in place 

Structural issues/barriers within the house are the main issue 
KI6-9 face, stairs in particular 

Policy Implication  
Seniors should be encouraged to consider home modifications 
to make their home easier to live in  

 
Explore where seniors turn 
if/when they are faced with 
financial constraints to AIP 

 
Interviewees would look to government, banks, family, and 
friends as trusted sources for information on potential options to 
ease these constraints 

Policy Implication  

These groups should have knowledge of RM’s and other 
financial options for seniors, or, at minimum, know where to 
access this information 

Identify the advantages of 
RM’s for the interviewees 

The senior KI's all agreed that staying in your home was the 
greatest advantage of RM’s.  One thought this would outweigh 
the (perceived) financially complicated process while KI9 
thought the risk and cost of RM’s were not worth the extended 
time in the home 

Policy Implication  
Remaining in one's home is very important to seniors and they 
are willing to consider RM's to do so. 

Identify the disadvantages of 
RM’s 

Negative findings on RM’s include: a perception that it is a 
complex financial product; that CHIP is providing overly-positive 
information and not discussing potential down-sides; there is a 
lot of uncertainty with RM’s, such as not know the final full 
amount of the loan until it becomes due 

Policy Implication  

Misgivings about RM’s are not about the product itself but the 
information available about it; better information will result in 
improved perceptions of RM’s 

 
Identify the areas of RM 
regulation, provision, and 
consumption  that need to 
be improved 

 
Informed by the revealed disadvantages, improvements to RM's 
are informational-based 



 

61 

8. Description of Policy Options 

The main finding of the case study analysis and key informant interviews is that 

those considering RM’s face a lack of clear, impartial information.  This finding is rooted 

in CHIP’s monopoly of the RM market, and the information about it.  Based on this, five 

policy options were developed.  The options have a dual focus – two options pertain to 

CHIP while the other three are directed towards the provincial government.  This section 

will introduce and explain the policy options; the following section will outline the criteria 

used to evaluate each option; then the options will be subjected to comparative ranking. 

8.1. CHIP Focus 

8.1.1. Option One: Status Quo 

The status quo option in the provision of reverse mortgages would entail CHIP 

operation in its current form - the regulation and government role to remain the same.  

With this, no further efforts would be made to meet the demand to strengthen the quality 

and independence of information on reverse mortgages. 

8.1.2. Option Two: Enhanced Status Quo 

This option aims to generate increased awareness of RM’s by using existing 

relationships.  CHIP should build stronger relationships with both banks and service 

providers, such as SSS.  CHIP should increase understanding of RM’s among all groups 

that interact with home-owning seniors. This option does not require significant change 

from the status quo, and any change made will be done within CHIP rather than through 

any government intervention.  As the sole RM-provider in Canada, there is no external 

pressure on CHIP to adopt this option, however, increasing RM-awareness may 
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increase RM-usage and benefit CHIP; therefore, consideration of this option may be in 

CHIP’s best interest. 

CHIP can become a stronger presence in banks and organizations that work with 

seniors in a number of ways.  With referring banks, CHIP may need to re-evaluate their 

employee-education approach.  The status quo is yearly information sessions, but this 

has been found to be ineffective; employees are not very familiar with RM’s and do not 

feel confident in recommending them to clients.  CHIP should consult with current and 

potential banking partners to determine the form, content and frequency of referee-

training (i.e. banks) that would result in referees feeling comfortable with RM’s and 

confident in identifying situations in which RM’s are appropriate.  The goal of a stronger 

relationship with banks is to have employees comfortable and active in recommending 

RM’s to appropriate seniors.  CHIP should be aware that banks face a disincentive in 

recommending RM’s.  Most financial institutions offer their own forms of home equity 

products, so that CHIP will have to differentiate its home-equity product from the others. 

This may be difficult to do – offering financial incentives to banks for recommending 

CHIP may have be an intuitive option, but there is the possibility that referees, driven by 

the promise of financial gain, will inappropriately recommend seniors to pursue RM’s.  It 

may be easiest and in the best interest of seniors for CHIP to simply have more 

advertisements within banks and achieve greater recognition and generate greater 

interest in that way. 

In terms of stronger relationships with different organizations, such as SSS, the 

approach is two-fold: tell the service providers about CHIP, and then teach the 

organization’s clientele about CHIP.  Similar to the presentations with banks, CHIP can 

teach SSS, CMHC, the United Way and other similar organizations that provide housing 

and financial information to seniors.  Training should be more than sending educational 

material as in-person consolations have been found to be the most effective form of 

education with financial material (Smith, 2008). The result, however, may be one similar 

to that of CHIP and banks – employees are aware of the product but only very vaguely.  

CHIP can run information sessions and consultations on-site at the various organizations 

and reach out directly to seniors rather than providing them with a phone number to call 

for more information.  Seniors rely on banks and other organizations like SSS for 

information and solutions on financial challenges; if these employees are not familiar 
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with RM’s, they are unlikely to be recommended as a solution to seniors.  In increasing 

awareness of RM’s among service providers and reaching out directly to seniors, CHIP 

will become better known and a more trusted solution for home-owning seniors. 

8.2. Government Focus 

8.2.1. Option Three: Financial Literacy Outreach 

This option addresses the interview finding that seniors are not comfortable with 

new financial products such as RM’s.  Option three improves overall understanding of 

finances and financial products – RM’s included.   The concept of financial education will 

be informed by the OECD’s Recommendation on Principles and Good Practices for 

Financial Education and Awareness (OECD, 2005) and is understood as  

“the process by which financial products, concepts, and risks 
and, through information, instruction, and/or objective advice, 
develop the skills and confidence to become more aware of 
financial risks and opportunities, to make informed choices, to know 
where to go for help, and to take other effective actions to improve 
their financial well-being” (First Principle).   

Through stronger financial literacy, seniors will be better-equipped when 

considering and comparing various financial products like RM’s.  This option applies to 

the government because they are best-suited to develop comprehensive and objective 

financial literacy material.  The government should encourage financially literate and 

confident seniors – better management of money can ease the strain on government-

funded services and grants like subsidized home care or home modification grants.  

Seniors with high financial literacy will be less-likely to be victims of elder abuse via 

financial schemes.   

Building financial literacy among seniors can be achieved in a variety of ways.  

This option proposes a government-sponsored ‘Financial Literacy Campaign’ targeted to 

seniors.  This campaign would raise awareness of senior-specific financial issues such 

as applying for government benefits (Old Age Security and Guaranteed Income 

Supplement), tax clinics, and alternative income options such as reverse mortgages.  

The Organization for Economic Co-operation and Development (OECD) recently 
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surveyed its members’ methods of providing retirement saving information; the most 

common methods were: publications (i.e. booklets, newsletters, magazine), website 

content, public seminars, and education campaigns (with similar provision methods) 

(Smith, 2008).  The same report also found that, “successful programs have been shown 

to be ones with strong leaders but involving many different partners” (Smith, 2008, p. 

355); in this option, the provincial government has the opportunity to become a strong 

leader in the provision of financial education campaigns but will benefit from engaging 

other stakeholders as well.   Partnerships can be developed among all levels of 

government as well as with other stakeholders including CHIP and any other interested 

organizations that work with older people.  The campaign can take many different 

shapes and can vary in terms of its breadth.  Television, radio, and print advertisements 

or commercials can be used, encouraging seniors to learn more about their finances and 

the options available to them would be a low-cost method to start this dialogue.   

Simply telling seniors to learn more does not mean that they actually will, and it 

does not ensure that the information being provided is trustworthy or comprehensible for 

seniors; to ensure senior’s are accessing RM information, material should be sent 

directly to seniors (Smith, 2008).  To address this, government can develop material and 

distribute it in a number of ways - some more intensive than others.  This is the most 

appropriate body to deliver the material because it was found in the key informant 

interviews that when looking for unbiased financial information, seniors turn to 

government. 

A less-resource intensive option is to design a financial literacy section to be 

included in relevant websites.  This information can be made available on relevant 

government websites10 and can include updates on courses available and contact 

information, among other things.  SSS, CMHC, and other organizations can provide links 

to this information through their websites.  The KI seniors indicated they would turn to 

and trust government information on RM’s and other financial topics; through this option, 

 
10

  E.g. http://www.seniorsbc.ca/ 

http://www.seniorsbc.ca/
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government can meet the informational needs of this population.  Although providing 

information through a website may be resource-effective, there are some considerable 

gaps to this approach. 

Seniors are not heavy-users of the internet, and many may be missed in an 

internet-only approach. Internet use declines dramatically with age, from over 90% for 

teenagers, to 50% at 50 years old, to less than 5% for individuals 75+ years (Sciadas, 

2010).   Another gap in internet-only approach is that those with situation-specific 

questions, requiring more detailed information may not benefit from an online approach.  

Financial education clinics are an option that may reach more seniors and provide a 

deeper level of financial literacy than website information.  This can be done two ways – 

government can run large-scale clinics or design and distribute course curriculum and 

allow all interested groups to run government-approved courses.  Were the government 

to run their own clinic, they would be responsible for organizing a location, advertising 

the event, and training personnel to run the clinic.  Government could also track the 

number and demographic of the individuals taking these courses; this would be useful to 

measure the percentage of the population reached as well as to determine the 

demographic not being served by this option. 

 Designing and distributing course curriculum would require fewer resources, as 

other organizations would implement the course.  With this option, however, government 

would have to be sure the organizations were tracking how many courses are being 

offered and who is taking them. A final consideration is that some senior’s organizations 

work with a particular subset of seniors (i.e. women, low income); this is both positive 

and negative.  Niche organizations offering these courses may have easier access to a 

certain demographic; however, this also means that those who fall outside of the scope 

of the organization will be exposed to the proposed financial education clinics. Overall, 

this option is designed to improve senior financial literacy and confidence – government-

supported resources are likely to be well accepted and trusted by seniors. 

8.2.2. Option Four: Reverse Mortgage Specialist  

Option four specifically addresses barriers or complications associated with 

RM’s.  At least one government employee should have in-depth training and knowledge 
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on RM’s.  This ‘reverse mortgage specialist’ would be available for consultation and 

advice through phone, e-mail, or in-person appointments.  Training an individual in the 

Finance or SeniorBC department are intuitive choices.  This specialist(s) can take 

appropriate courses to become an RM expert.  Initially, a single specialist can serve all 

of BC; pending increased public awareness and demand of this resource, more 

specialists can be trained.  Having this position will allow seniors or caregivers to receive 

trusted, reliable information on RM’s from someone other than CHIP.  The specialist will 

also have contact information for financial consultants with RM experience; this way, a 

senior will have access to further situation-specific advice.  This option fills the gap found 

in the case study and interviews – the only expert on CHIP is CHIP – but seniors wish to 

talk to someone other than a self-interested product vendor.  A governmental RM-

specialist provides the reliable, independent information and advice senior’s desire. 

8.2.3. Option Five: Stronger Role in the Market 

“If we are going to be real about RM’s we need 
government intervention to control interest rates” (KI 6) 

The final policy option calls for government to play a stronger role in the 

provisions and regulation of the RM market.  This can be done in different ways, to 

different degrees.  Currently, interest rates for RM’s are unregulated in two ways: 

government does not regulate interest rates and as the sole provider of RM’s CHIP does 

not have any competition that would result in lowered interest rates.  If government were 

to regulate interest rates, they would be able to provide lower rates as they are not 

seeking to make a profit from RM’s. 

Government can consider offering RM’s themselves and offer lower interest rates 

than CHIP.  RM’s are a profit-generating product, so government would financially gain 

from this option.  CMHC is the most obvious fit to provide this service as they already 

issue mortgages and signify the federal government’s housing agenda which includes 

“…helping Canadians access a wide choice of quality, affordable homes…[and] enhance 

Canada’s housing finance options, assist Canadians who cannot afford housing in the 

private market, [and] improve building standards and housing construction” (Canadian 

Mortgage and Housing Corporation - What We Do).  RM’s could be incorporated into this 

mandate, if the government of the day wished to play an active role in the provision of 
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RM’s.  Political will may be low to take on the risk and uncertainty of RM’s despite the 

advantages of greater control over this product.   

The advantages and disadvantages of each of the above options will be 

evaluated using a set of policy criteria.  The following two sections introduce and explain 

the criteria used, followed by an analysis of the options. 
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9. Criteria for Evaluating Policy Options 

A set of criteria are used to evaluate the merits, drawbacks, and tradeoffs 

between the above policy options.  Five criteria are used to examine the policy options: 

implementation complexity, stakeholder acceptability, government acceptability, 

effectiveness, and accessibility.  Table 16 provides a list of the criteria, a brief definition 

for each, and the measure used in evaluation.  More detail on these criteria can be found 

below.  Rather than a numerical rating scheme of the policy options, a colour-coded 

scheme will illustrate the benefits and drawbacks of each option visually. I have adopted 

a modified version of the STAR methodology for policy analysis (Chesler, 1973).  In this 

technique, green represents the most attractive option(s), yellow represents a less 

attractive option, and red represents the least attractive option. Based on these ratings, 

recommendations to ease the use of RM’s were developed.   

Given the nature of the policy options in section six, not all criteria were deemed 

appropriate for evaluating the options.  Cost is one of the criteria that will not be included 

in this evaluation.  Most options entail flexibility in the scope of their application, which 

means that some options will have a range of associated costs, depending on the 

approach the relevant body takes in achieving a particular policy’s objective.  Any cost 

estimates would have been arbitrary and subject to change.   
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Table 16: Description of Criteria  

 
Criteria 

 
Description 

 
Measure 

 
Rating  

 
Implementation 
Complexity 

 
Are existing 
resources sufficient 
or easily obtainable 
for implementing the 
option?  

 
Level of resources (e.g. 
time, funds, and 
expertise) required. 

 
Sufficient  
Acceptable  
Insufficient  
 

 

 
Stakeholder 
Acceptability 

 
How acceptable will 
the option be to 
seniors and CHIP 
 

 
Analysis of case study 
and interview findings.  
Stakeholders will be 
considered and rated 
separately  

 
Favourable  (High) 
Neutral (Medium) 
Unfavourable (Low) 

 
Government 
Acceptability 

 
How will the option 
be viewed by 
impacted 
governmental body? 
 

 
Consideration of past 
policy decisions  
 

 
Favourable (High) 
Neutral (Medium) 
Unfavourable (Low) 

 
Effectiveness 

 
How effective will the 
option be at 
achieving a policy’s 
objective? 
 

 
Analysis of case study, 
interview findings, and 
secondary sources. 

 
High  
Medium  
Low  

 
Horizontal 
Equity 

 
How equitable is the 
option to all affected 
seniors? 
 

 
Evaluation of 
secondary data. 

 
High 
Medium  
Low  

9.1. Implementation Complexity 

This criterion considers the degree to which existing resources are available or 

easily accessible to implement the proposed policy option.  The specific types of 

resources required differ with each option, but common considerations include time, 

funds, and expertise required.  Some specific examples of potential resources required 

include costs for advertising the literacy campaign, personnel required to run provincial-

wide financial literacy clinics, and the creation of a new position within the government 

designated for the RM-specialist.  This criterion is measured on a qualitative scale from 
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sufficient, acceptable, to insufficient.  A sufficient option requires no new resources, an 

acceptable option requires some new, but easily accessible, resources to implement the 

option while an insufficient option would require a great deal of resources to be 

developed and paid for.  

9.2. Stakeholder Acceptability 

Stakeholder acceptability measures how relevant groups will regard the policy 

option.  Two stakeholders will be considered: CHIP, and senior citizens.  This criterion is 

ranked qualitatively from favourable, neutral, to unfavourable.   A favourable option 

would be accepted and endorsed by the relevant stakeholder group and will receive a 

favourable rating; a neutral option would neither be accepted nor rejected by the 

stakeholder group; finally, an unfavourable measure means that the affect stakeholder 

group would protest or reject the proposed option.  In order for an option to be balanced, 

both groups must, at minimum, view a recommended option neutrally or better.   The 

acceptability of seniors will be weighed heavier than CHIPs.  Any option that will be 

viewed negatively by seniors will not be recommended as this research is more 

concerned with the well-being of seniors than CHP. The evaluation will be based on the 

case studies, interview findings, and secondary literature. 

9.3. Government Acceptability 

This criterion measures how the impacted governmental body, federal, provincial 

or municipal, views the recommended option.  Government acceptability is ranked from 

favourable, neutral, and unfavourable.  A favourable policy option would be accepted 

and implemented by the affected level of government; a neutral measure indicates that 

the policy would not be vehemently rejected by the relevant governments; finally, an 

unfavourable one is a policy government would object to.  The evaluation is based on 

past policy decisions and positions.   



 

71 

9.4. Effectiveness 

Each policy option will be evaluated for its potential effectiveness.  This criterion 

measures how well an option improves information on RM’s and decreases barriers and 

increases access to them. Options largely aim to strengthen the quality of information 

provided to the public on RM’s, with specific policy objectives discussed in section six.   

Effectiveness will be ranked on a qualitative scale of high-medium-low. 

9.5. Horizontal Equity  

Horizontal equity measures the how individuals in a similar population/group are 

affected by an option (Kaplow, 1989).  Options will be evaluated for their equitable 

treatment not of all parties involved, but of seniors specifically.  The home, health, and 

financial situation of each senior are unique to them; different situations mean that 

different options may affect individuals in unique ways.  Seniors with various cognitive 

and mobility levels may be better served by some options than others; for example, 

arranging transportation to attend seminars may be difficult for seniors with mobility 

limitations while online content may not be fully understood by seniors with cognitive 

limitations.  In general, it is important to assess how an option will affect not just the 

aggregate ‘senior population’ but consider those individuals within the population.  This 

criterion will be measured as high-medium-low.  A high rating means that a policy 

benefits all seniors equally while a low rating means that an option favours a certain 

group of seniors more than others (e.g. women more than men). 
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10. Evaluation of Policy Options 

A summary of policy options and their evaluations is presented below.  The 

following section will provide the evidence and rationale for the analysis for the policy 

options. 

Table 17: Summary of Evaluation 

  
Implementation 

Complexity 

 
Stakeholder 
Acceptability 

 
Government 
Acceptability 

 
Effectiveness 

 
Equity 

 
Option 
One 
Status Quo  

 
 

Sufficient 

 
CHIP: 

Favourable 

 
 

Neutral 

 
 

Low 

 
 

Medium 

 
SRS: Neutral 

Option  
Two 
Enhanced 
Status Quo 

 
 

Sufficient  

 
CHIP: 

Favourable 
 

SRS: 
Favourable 

 
 

Neutral 

 
 

Medium 

 
 

Medium 

Option 
Three 
Financial 
Literacy 
Outreach  

 
 

Sufficient  

 
CHIP: Neutral 

 
 

Favourable 

 
 

Medium 

 
 

N/A 
 

SRS: 
Favourable 

Option 
Four 
Reverse 
Mortgage 
Specialist  

 
 

Sufficient 

 
CHIP: Neutral 

 
 

Favourable 

 
 

High 

 
 

High 
 

SRS: 
Favourable 

Option 
Five 
Stronger 
Role in 
Market  

 
 

Insufficient  

 
CHIP: 

Unfavourable 

 
 

Unfavourbale 

 
 

High 

 
 

High 

 
SRS: 

Favourable 
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CHIP Focus  

10.1. Option One: Status Quo 

Table 18: Option One: Evaluation Summary  

Implementation 
Complexity 

Stakeholder 
Acceptability  

Government 
Acceptability  

Effectiveness Equity 

Sufficient  
CHIP: 
Favourable 

SRS: 
Neutral Neutral Low Medium 

10.1.1. Implementation Complexity  

The Status Quo is rated as SUFFICIENT in terms of implementation complexity.  

This option is the least complex to implement as there is no change. 

10.1.2. Stakeholder Acceptability 

CHIP is likely to support the Status Quo option and scored as FAVOURABLE; 

they would remain free to continue business, unaffected.  Seniors are neither well 

served nor seriously harmed by the Status Quo although seniors who are currently 

considering or using RM’s are disadvantaged because they have not had access to 

unbiased, in-depth information on RM’s, this limits the ability to make a fully informed 

decision on this product.  Currently, seniors are largely unaware or uncomfortable with 

RM’s and this is likely to continue with the Status Quo.  Seniors have not overtly 

communicated dissatisfaction with the status quo.  However, this study has found that 

RM’s are not being effectively offered to seniors, indicating room to improve the status 

quo.  Overall, this option was ranked NEUTRAL. 

10.1.3. Government Acceptability 

The Provincial government is not being negatively affected in any drastic way by 

the current provision of the Status Quo so a Low rating is not appropriate. A high ranking 

would also not be appropriate because the government is not actively supporting or 

maintaining the Status Quo.  Government acceptability is therefore ranked NEUTRAL. 
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10.1.4. Effectiveness 

Overall an effective policy option will increases access to RM’s and positively 

affects the use of RM’s.  Each subsequent option have specific policy objectives, these 

will be discussed in their individual evaluation of effectiveness.  The status quo does not 

have a specific policy objective, so will be evaluated based on how it positively affects 

the RM market and all those engaged in it.  The Case Study and KI interviews revealed 

the existence of significant barriers to RM’s such as lack of awareness of the product 

and lack of independent information and advice; clearly, the current RM market is not 

effectively meeting potential demand.  The Status Quo is ranked as LOW. 

10.1.5. Horizontal Equity 

The Status Quo does not intentionally treat seniors unequally so the rating is not 

Low; however there are some inherent inequalities in the status quo. There is a lack of 

unbiased financial information and advice for seniors on RM’s, so seniors themselves 

must possess a high level of financial literacy to make an informed decision. Low-income 

women are particularly disadvantaged by the status quo as they are often the group with 

the lowest levels of financial literacy (Worthington, 2006).  Overall, the equity criterion of 

the Status Quo is ranked as MEDIUM.  RM’s positively serves seniors with the capacity 

and resources to fully consider and undertake a reverse mortgage.  Seniors with lower 

levels of financial literacy and who require more in-depth information face greater 

barriers in accessing these extra resources.  The Status Quo does negatively affect 

some seniors more than others, so it cannot be considered as a fully equitable option. 

10.2. Option Two: Enhanced Status Quo 

Table 19: Option Two Evaluation Summary 

Implementation 
Complexity 

Stakeholder 
Acceptability  

Government 
Acceptability  

Effectiveness Equity 

Sufficient  
CHIP: 
Favourable 

SRS: 
Favourable Neutral Medium Medium 
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10.2.1. Implementation Complexity  

Option Two requires a shift in focus rather than overhaul of practices for CHIP, 

so it is rated as SUFFICIENT in terms of Implementation Complexity.  CHIP enlists 

banks to become referees of RM’s and makes periodic visits to keep bank employees up 

to date and encourage the recommendation of RM’s to suitable clients.  This illustrates 

that CHIP recognizes the importance of strong working relationships with other financial 

bodies that deal with seniors.  Based on the findings, CHIP has not effectively made 

their product a commonly referred one by bank employees.  Measures should be taken 

to strengthen the role of CHIP in banks and expand to service providers like SSS; the 

overall goal is to make RM’s a mainstream product.  Growing the RM market will be 

challenging; as discussed earlier; there is a disincentive within banks preventing the 

referral of RM’s; an earlier suggestion is to offer a greater financial incentive to banks to 

refer RM’s .  Since banks offer their own home equity products, they are more likely to 

recommend those products to their clients rather than RM’s.  Addressing this inverse 

incentive should be CHIP’s first priority.  Further, efforts must be targeted to introducing 

the RM concept to relevant service providers; time may be required to build trusting 

relationships before RM’s can be fully supported.   

10.2.2. Stakeholder Acceptability 

Improving the access to RM’s and the provision of information on them will 

benefit both stakeholders.  For CHIP, better marketing means more consumers and can 

help the growth of the RM market.  For seniors, an improved role of CHIP, one in which 

information is easily accessed, helps seniors adequately weigh their financial options 

when choosing financial products.  Seniors and CHIP will benefit from this option, so its 

Stakeholder Acceptability score is HIGH for both. 

10.2.3. Government Acceptability 

Governments will not be greatly affected by Option Two, and this option is rated 

as NEUTRAL.  This option has the potential to increase seniors’ knowledge of various 

financial products that may help them remain their homes; financially literate and 

confident seniors ensure they are independent members of society – a goal all 
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governments work towards, so although government does not play a direct role in this 

option, indirect benefits can be gained by government. 

10.2.4. Effectiveness 

The objective of this option is to generate increased awareness of RM’s through 

the utilization of existing relationships and building of new ones.  Overall, Option Two is 

ranked as MEDIUM.  CHIP has existing relationships with referee banks so the 

successful implementation of this option partly depends on whether banks can become a 

stronger source of information about RM’s for seniors.  There are some challenges, 

discussed in the complexity section, preventing CHIP from strengthening their 

relationship with banks.  Option two recommends that CHIP increase their scope of 

partnerships; institutions other than banks should be utilized to achieve the policy 

objective.  Findings from an environmental scan of financial literacy activities across 

North America support this recommendation; high levels of financial awareness was 

found to exist in jurisdictions that offer a number of ‘access points’ to information (Wolfe-

Hayes, 2010). More specifically, it is effective to have multiple organizations and 

institutions communicating consistent financial literacy information.  This finding supports 

this option; if CHIP were to partner with new and diverse organizations that work with 

seniors, information on RM’s can be effectively delivered.  While stronger partnerships 

are an effective method to increase public awareness on financial issues, CHIP must 

reshape their relationship with banks and develop strong ones with new organizations. 

10.2.5. Horizontal Equity  

Information is being equally provided through public venues with the Option, so it 

will not be considered low. Seniors wanting in-depth, independent advice on RM’s are 

not being addressed with this option.  Those seniors who are looking for a source 

outside of CHIP remain under-served.  While Option Two does increase access to 

information, the type of information is limited and is only that which CHIP provides.  Due 

to this gap in how Option Two serves seniors, it is ranked MEDIUM.   
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Government Focus 

10.3. Option Three: Financial Literacy Outreach 

Table 20: Option Three: Summary of Evaluation 

Implementation 
Complexity 

Stakeholder 
Acceptability  

Government 
Acceptability  

Effectiveness Equity 

Sufficient  
CHIP: 
Neutral 

SRS: 
Favourable Favourable Medium N/A 

10.3.1. Implementation Complexity  

The complexity of Option Three, a financial literacy outreach initiative, depends 

on the scope of outreach government wishes to endorse.  Option Three can be 

implemented as easily as developing material for a website or as complex as developing 

and delivering seminars across the province.  Financial Education projects have been 

found to be effective methods of increasing financial literacy (Smith, 2008).  Brochures 

and other written material is an effective, low-cost method of increasing financial 

education (Sunden, 2008), while other approaches are more complex, but are more 

effective.   Research on effective financial education found that “personalized 

counselling programs are most important in changing participant behaviour and that 

financial information alone is not sufficient” (Lusardi A. , 2008, p. 28).  When 

implementing this option, governments must weigh the trade-offs between complexity 

and effectiveness.  Due to the overall flexibility of this option, the resources required for 

this option it ranked as SUFFICIENT; relevant government ministries can control how 

complex this option is. 

10.3.2. Stakeholder Acceptability 

Findings from KI interviews 6-9 illustrates that seniors are trustful of government 

for financial education information.  These findings are supported within the literature as 

well, compared to other age groups seniors have the highest levels of trust in 

government (Special Senate Committee on Aging, 2009). KI’s 6-9 indicated they would 

turn to government to supplement their knowledge of RM’s, which was described as 

being low.  This option addresses the later finding – low financial knowledge or 
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confidence.  Academic literature has consistently found that senior citizens have among 

the lowest levels of financial literacy compared to the rest of the adult population 

(Lusardi A. , 2008) (Mandell, 2006).  The interview findings and literature illustrate that 

seniors currently have low levels of financial literacy but wish to learn more, and that 

they trust government to provide this information.  This option meets seniors’ demand for 

government-approved financial information and is ranked FAVOURABLE for senior 

acceptability, but does not rank as high with CHIP.   

With this option, CHIP loses some control over the RM market and will no longer 

be the main provider of information on RM’s.  The RM market will benefit by proxy with 

this option: individuals with high levels of financial literacy are more likely use alternative 

financial products (Rooij, 2011).  Another possibility, however, is that as seniors become 

more financially literate, they will choose to use other financial products instead of RM’s. 

CHIP’s stakeholder acceptability score is NEUTRAL and not UNFAVOURABLE; this 

option does not directly limit CHIP’s actions so they are not likely to vehemently oppose 

this option. 

10.3.3. Government Acceptability 

As discussed earlier, there is great freedom of implementation with Option Three.  

The provincial government currently offers information to seniors on financial issues 

including income security, income tax, property taxes, and tax credits (Seniors BC – 

Finances)11 but does not specifically discuss RM’s.  At minimum, this option entails 

adding RM information to the website.  Ultimately, the government can decide how this 

option is implemented, and as a result of this control, acceptability is ranked as 

FAVOURBALE. 

 
11

   http://www.seniorsbc.ca/finances/ 

http://www.seniorsbc.ca/finances/
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10.3.4. Effectiveness 

This research found that an underlying barrier to RM’s: an overall low level of 

financial literacy and confidence among seniors. This option’s objective is to address the 

core need to improve the overall level of financial literacy of seniors with the rationale 

that the RM market will benefit from better-informed consumers. Option Three does not 

specifically seek to improve the understanding of RM’s, but rather improve the 

knowledge and skills of potential RM users. Overall the effectiveness of option three is 

MEDIUM.  Current financial education programs within Canada, Australia, the UK, and 

the US provide a wide range of financial information (Smith, 2008), indicating that a 

holistic educational approach is favoured.  Therefore, it is not realistic to expect future 

financial education initiatives to have a sole focus on RM’s.   

10.3.5. Horizontal Equity  

It is difficult to assess how equitable this option is because the exact shape of 

this policy direction is at the discretion of the government.  This option entails the 

greatest amount of flexibility in its implementation. Rather than speculate, this option will 

not be considered in relation to this option and ranked as ‘Not Applicable’. 

10.4. Option Four: Reverse Mortgage Specialist 

Table 21: Option Four Evaluation Summary 

Implementation 
Complexity 

Stakeholder 
Acceptability  

Government 
Acceptability  

Effectiveness Equity 

Sufficient  
CHIP: 
Neutral 

SRS: 
Favourable Favourable High High 

10.4.1. Implementation Complexity  

Option four recommends, at a minimum, training one employee from either the 

Department of Finance of SeniorsBC to become an expert on reverse mortgages.  This 

person(s) would be available through a toll-free number and e-mail, or by appointment 

(within their region).  With this option, seniors will have access to unbiased information 

and resources on RM’s and other financial options.  Initially, resources needed to 
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implement this option are low as only one employee will be trained to become a reverse 

mortgage specialist.  The specialist can be trained through existing financial courses, so 

no new educational material is required.  Courses are low cost; programs such as the 

Certified Financial Planner are $900 per course, and there are four levels of courses for 

a total of $3,600 to become certified (Certified Financial Planner Program, 2012).   At the 

outset, awareness of the RM specialist will be low, so this position can be done part time 

until demand increases.  Over time, pending demand, more specialists can be added, 

but the immediate implementation of this option does not require utilization of new 

resources, therefore, the resources required for this options is ranked as SUFFICIENT 

on the implementation complexity criterion.  

10.4.2. Stakeholder Acceptability 

With a reverse mortgage specialist, CHIP incurs no new costs or responsibilities; 

it is estimated that CHIP will not actively oppose option four, so acceptability of this 

option will not be ranked UNFAVOURABLE.  It is likely that an RM-specialist would 

decrease barriers to RM’s and therefore benefit CHIP. This research revealed that there 

are informational barriers to RM’s, with seniors in particular.  Seniors interviewed 

perceived RM’s as complicated; due to this, they were less likely to consider using RM’s.  

The RM-specialist improves the access and neutrality of RM information and this can 

result in the overall growth in the RM market and CHIP’s clientele.  With option four, the 

government is responsible for the implementation.  As discussed earlier, it is possible 

that RM usage may decrease if seniors learn more about them and decide they are not 

an appropriate product.  Despite this possibility, CHIP’s acceptability is rated as 

NEUTRAL because the option does have potential to increase RM usage, and at the 

very least, they do not have to invest any resources into this option.  

Option Four is also evaluated as being likely to be accepted by seniors and is 

rated FAVOURABLE.  KI interviews 6-9 indicated that seniors wanted more information 

about reverse mortgages, and that they wanted it from a reliable source; this option 

provides that resource at no cost to seniors themselves. 
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10.4.3. Government Acceptability 

Government acceptability is rated as FAVOURABLE for a number of reasons. 

Option Four helps government meet information demands of seniors and fits well with 

the federal government’s Financial Literacy initiative discussed earlier.  Government has 

already allocated resources for increased financial literacy; this option broadens the 

initiative to include RM’s and can be achieved with relative administrative and 

implementation ease.  Informational websites and seminars currently exist   Acceptability 

of this option is strengthened by the FAVOURABLE rating given to other key 

stakeholders – seniors and CHIP rendering Option Five as mutually beneficial. 

10.4.4. Effectiveness 

Option Four has the potential to increase the overall provision of RM’s for a 

number of reasons. Provision of financial information is most effective if it deals with a 

specific issue, and if the approach is personalized (Lusardi A. , 2008); an RM Specialist 

provides both.  This option will offer one-on-one information specifically on RM’s from an 

expert.  This option increases access to independent information and advice, which in 

turn will provide seniors with reliable information required in evaluating RM’s.  

Previously, seniors were hesitant to undertake RM’s based solely on CHIP information; 

under this option, seniors may be more open to RM’s, positively contributing to CHIP 

and the growth of the RM market.  Option Five improves RM’s on a number of levels and 

is therefore ranked and HIGH. 

10.4.5. Horizontal Equity  

Option four is the most equitable of the options.  It provides equal service to an 

equal population.  Specifically, a RM specialist will be available through phone or e-mail, 

so they may provide service to all seniors throughout BC instead of being restricted to a 

specific region.  There are no obvious barriers or perverse affects of this option that may 

negatively affect some seniors more than others.  Seniors will have choice in how they 

access the specialist; this means that seniors who are not active internet users have 

alternative options in accessing this resource.  This broad, equitable approach to 

improving RM’s was ranked HIGH in terms of horizontal equity. 
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10.5. Option Five: Stronger Role in Market 

Table 22: Option Five Evaluation Summary 

Implementation 
Complexity Stakeholder Acceptability  

Government 
Acceptability  

Effectiveness Equity 

Insufficient  
CHIP: 
Unfavourable 

SRS: 
Favourable Unfavourable High High 

10.5.1. Implementation Complexity  

Option Five is the most complex to implement; the current resources would be 

INSUFFICIENT to implement the option.  As illustrated in the case study, for government 

to take a stronger role in the RM market, new regulations will be required, and the 

creation of new regulation is a difficult process. The Treasury Board of Canada requires 

an in-depth cost-benefit analysis before regulatory proposals can move forward; this 

includes a risk assessment, impact analysis, and stakeholder engagement (Canadian 

Cost-Benefit Analysis Guide: Regulatory Proposals, 2012). It is evident that significant 

resources and research must be invested before moving forward on implementing this 

option.  

10.5.2. Stakeholder Acceptability 

CHIP currently enjoys a monopoly over the RM market; this means they are free, 

within reason, to offer interest rates and loan conditions profitable to CHIP above 

anything else.  Option Five ends CHIPs RM monopoly and is therefore rated as 

UNFAVOURABLE in terms of acceptability by CHIP.  Seniors however, have been rated 

as having a FAVOURABLE acceptability measure.  Overwhelmingly, the seniors 

interviewed conveyed the fact that they trust the government in terms of the information 

provided and advice given.  When applied to RM’s, interviewed seniors also indicated 

they would be more likely to use a financial tool such as a grant or mortgage if it were 

offered through the government itself.  Option Five does just that and would move RM’s 

from the private to publicly provided realm; seniors are more trusting of this model. 
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10.5.3. Government Acceptability 

Option Five presents increased risk accrued to the government; incentives to 

take on a formal role in the RM market are low yet the risks of providing this complex 

product are high – this perverse incentive structure makes government acceptability 

UNFAVOURABLE.  Governments have been hesitant to regulate interest rates in any 

other financial products12 so it is unlikely they would start with RM’s; further, the federal 

government has been working towards reducing and streamlining regulation (Treasury 

Board of Canada Secretariat, 2012).  

This option may gain government acceptance in the case of market failure.  The 

Treasury Board indicates market intervention would be required if natural monopolies 

developed or informational asymmetry existed between producers and their consumers 

(Canadian Cost-Benefit Analysis Guide: Regulatory Proposals, 2012).  Although this 

study’s findings highlighted these negative free-market outcomes, they exist to a 

relatively low degree.  This means that although social welfare is not being fully 

maximized, the RM-market would have to become much more predatory (i.e. 

unreasonable interest rates) before government could justify implementing regulatory 

policies or market-based instruments to control CHIP’s behaviour.  The 

UNFAVOURABLE rating is important – if the body an option applies to (e.g. government 

in this case) will not implement a recommendation, stakeholder acceptability becomes 

the key criterion.   

10.5.4. Effectiveness 

Taken to the extreme, Policy Five would have a body such as CMHC enter the 

market as a provider of RM’s.  Overall, the objective of this research is to improve the 

use and provisions of RM’s, this option reaches this objective for a number reasons and 

is rank HIGH. Option five would be effective in offering lower interest rates and fees 

through market regulation or providing RM’s through CMHC; unlike CHIP, CMHC would 

 
12

   With the exception of “pay-day” loans. 
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not be profit-seeking.  Interviewed seniors indicated they trusted government more than 

banks or CHIP, while one senior explicitly called on government to play a stronger role in 

the market.  The RM market would grow if associated costs were lower and better-

trusted providers were available; option five provides both of these conditions. 

10.5.5. Horizontal Equity  

As with Option Four, government involvement with RM’s serves equity well and is 

rated as HIGH.  Government serves the social good; a stronger role in the RM market 

would attempt to improve the social welfare of all seniors rather than benefiting CHIP or 

one group of seniors over another. 
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11. Recommendations 

Based on the evaluation described above, I recommend an option affecting CHIP 

and two for government.  In total, I recommend that: 

 CHIP build stronger relationship with the financial sector  

 Reverse mortgage education material be included the current federal Financial 

Literacy Campaign 

 The provincial government create a reverse mortgage specialist position 

11.1. Partner-Building for CHIP 

I recommend that CHIP work to build stronger relationships with their referee 

banks.  CHIP should re-evaluate their current approach to information-provision for the 

financial sector; this study found that banks are not familiar with RM’s or comfortable 

recommending them to seniors.  Further, CHIP should build new relationships in the 

social service sector.  Organizations that works with seniors do not know about RM’s so 

are not recommending them.  If CHIP wishes to increase RM-uptake, this option should 

be considered. 

11.2. Expanding Federal Financial Literacy Campaign 

The Federal Government’s current financial literacy campaign is a strong 

platform from which reverse mortgage awareness and understanding can be built.  This 

national resource is currently being implemented, and a single-source website and 

design of information seminars are both clear components that can be expanded to 

include home equity options such as reverse mortgages.  Government must first develop 

its own objective, comprehensive materials on RM’s.  Rationale for including RM-

material is that there is market for this product worth 1.2 billion dollars (HOMEQ CORP, 
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2012); this demand necessitates reliable information on the product.  Once this material 

is developed, it can be incorporated into current resources and disseminated to 

community centres, service providers, banks, and any other relevant bodies.  Overall, 

this will meet the need found in this research for trustworthy information on RM’s.  This 

information is a prerequisite to the improvement of the RM market.  Before home equity 

products can seriously be considered, seniors require adequate information to make the 

personal choice on whether or not reverse mortgages are a beneficial option. 

11.3. Create a Reverse Mortgage Specialist     

As described earlier, a reverse mortgage specialist can be easily implemented as 

it requires a single employee to be trained.  This specialist may be better-utilized if this 

individual were to be trained as a general senior financial consultant, with specific 

knowledge of RM’s.  While this option requires low implementation effort, the 

effectiveness of this position is dependent on public awareness of this resource.  Along 

with the specialist, then, public awareness must also be implemented.  

11.4. Limitations  

The principal limitation to this study is the lack of access to seniors who have 

reverse mortgages; engaging this group would help to examine whether or not RM’s 

positively contribute to a senior’s quality of life.  Initially, this research hoped to have 

CHIP send an invitation to be interviewed to its clientele.  This was not possible, so the 

shape of the research has been limited.  A second limitation is the inability to interview 

CHIP’s regional representative.  The perspectives of both senior’s with RM’s and a 

CHIP’s expert are important aspects in understanding and improving reverse mortgages.  

Informed by my findings and this study’s limitations, this research has highlighted a 

number of areas requiring future research.  A third limitation is the small sample size for 

the key informant interview groups; a larger sample size would ensure a diversity of 

opinions and the reliability of any generalizations from the interviews.   
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11.5. Future Research  

There are a number of areas that would benefit from future research greater 

resources available.  Seniors that have used reverse mortgages are the most obvious 

group that requires further examination; primary research with this group would be 

invaluable in assessing the benefits and weaknesses of an implemented reverse 

mortgage.  A second key area requiring academic attention is accessing demographic 

data on RM’s across Canada; from this information, one can learn who has taken out 

RM’s, how much the loan was for, the term of the loan, and whether it was received in a 

lump-sum or periodic payments.  Other issues surrounding reverse mortgages that 

would benefit from further investigation include: examining how RM-money has been 

used by seniors, and if it has positively contributed to their QOL and/or delayed 

institutionalization. 

Future policy research should also assess availability of information and financial 

resources for middle-income seniors.  Most seniors that own their home are not low 

income; this research uncovered an unmet need for this population.  Most services are 

targeted to low-income seniors, and resources to facilitate AIP are not available for 

middle-income seniors; further study and development of this area would benefit a large 

population within Canada. 
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12. Conclusion 

Most seniors own their homes and wish to remain there as long as possible.  

Aging in place is possible only if natural health declines can be met within the home 

setting.  While there are resources to ease AIP, these come at a cost to a senior; these 

costs are particularly onerous on seniors because most are living with reduced income 

after retirement and rely on government benefits such as OAS and GIS.  Rather than 

moving to institutional care, seniors should consider options that provide advanced 

access to the equity in their homes. 

This research examined one potential option: reverse mortgages.  Reverse 

mortgages can be used as a financial tool for AIP, but many barriers prevent the growth 

of this market.  Overall, product awareness is low among seniors and the financial sector 

alike.  Lack of awareness is not the main issue in this research; the current characteristic 

of the available information on RM’s is of primary concern.  A reliable source of RM 

information must first be in place before public awareness of RM’s is pursued.  For a 

senior to make an informed decision on RM’s, quality information on this complex 

product is essential; the federal and provincial government are strong candidates to fill 

this informational need. 
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