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G overnment assisted housing is comparatively new in Canada. It is essentially a product 
of the depression, although at the close of the World War the Dominion made loans to 
provincial governments for the purpose of assisting the construction of houses, chiefly 

for returned soldiers. 

Assistance is now provided by enabling the house builder or owner to borrow capital at a low 
rate of interest. This is made possible by the borrowing power of the Government, which can 
always borrow at a lower rate of interest than can the individual. The saving is passed on to the 
individual borrower in the form of a loan at an interest rate below the prevailing mortgage inter-
est rate. 

Broadly speaking, the objectives of Government housing assistance are three-fold: first, to en-
able existing residential property to be modernized and improved; second, to enable credit-
worthy borrowers to build and own homes of their own; third, to assist the lower income groups, 
who find it difficult to pay an economic rent, to occupy sanitary housing. 

In Canada these objectives are sought to be achieved by the Home Improvement Loans Guar-
antee Act, 1937, and the Dominion Housing Act, 1935. 

The Home Improvement Plan 

Inasmuch as buildings represent the nation’s chief item of permanent wealth, they should not be 
wasted but should be occupied to the end of their useful life. 

The Home Improvement Loans Guarantee Act, 1937, takes care of the property owner who 
wishes to modernize or improve his existing home. Under this Act, the Government is author-
ized to guarantee loans made by banks and other approved lending institutions to owners of 
residential property for the purpose of making improvements, alterations, or additions (including 
the installation of permanent or built-in equipment) to rural or urban homes. The lending institu-
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tion is guaranteed against loss to the extent of 15 per cent of the total amount of such loans 
made by it under the stipulated conditions. 

Loans repayable monthly or at other convenient periods are obtained from chartered banks and 
other lending institutions at a discount rate of 3¼  per cent, which produces an effective interest 
rate not in excess of 6-1/3 per cent. Loans of $1,000 or less must be repaid within three years 
and loans over $1,000 must be repaid within five years. 

Up to $2,000 may be borrowed on a single family house, while in the case of a multiple family or 
apartment house, $1,000 plus $1,000 for each family unit provided for may be borrowed. 

Farm homes are included and all work of a permanent nature which improves the farm house or 
outbuildings is eligible to be financed under this Act. 

Up to December 31, 1937, after fourteen months of operation the results achieved under the 
Home Improvement Plan according to provinces are as follows: 

Province Number of loans Amount 

Prince Edward Island  396 $ 109,019.21 

Nova Scotia 2,771 864,038.44 

New Brunswick 1,371 468,827.20 

Quebec 4,910 2,437,667.95 

Ontario 14,355 5,588,927.23 

Manitoba 2,167 823,360.66 

Saskatchewan 871 305,128.74 

Alberta 2,552 1,098,051.88 

British Columbia 3,553 1,155,358.55 

 32,946 $12,850,379.86 

 

The Dominion Housing Act 

The Dominion Housing Act, 1935, had a twofold purpose: (1) to assist in the improvement of 
housing conditions, and (2) to assist in the absorption of unemployment by stimulation of the 
construction and building material industries. 

Under the Act the Minister of Finance is empowered to make advances and to pay expenses of 
administering the Act to the extent of $10,000,000. The Act provides for loans for the construc-
tion only of new dwellings (including single-family houses, duplexes and apartment houses), the 
security taken being a first mortgage running jointly to an approved lending institution (i.e., in-
surance companies, trust companies, loan and mortgage companies, approved by the Govern-
ment) and to the Dominion Government. 

A loan may be made for an amount up to 80 per cent of the cost of construction of the dwelling 
or its appraised value, whichever is the lesser. In practice most loans are made for 80 per cent 
of the lending value so determined, although by regulation it is permissible to make 70 per cent 
or 75 per cent loans as well. In an 80 per cent loan the lending institution advances 60 per cent 
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and the Government 20 per cent. The remaining 20 per cent is provided by the borrower. The 
interest rate paid by the borrower is 5 per cent, whereas the rate earned by the lending institu-
tion is approximately 5½ per cent. This is made possible by the fact that the Government’s 
funds are advanced on an interest basis of 3 per cent. 

Loans are made for a period of ten years subject to renewal for another ten years upon revalua-
tion of the security and on conditions satisfactory to all parties concerned. Interest, principal, 
and taxes are payable in monthly instalments. Amortization of principal is effected at a rate suf-
ficient to pay off the loan in twenty years, but more rapid amortizations may be arranged to suit 
the convenience of the borrower. The Act requires sound standards of construction and con-
tains other clauses safeguarding the mortgage. 

In the original contracts which were entered into with approved lending institutions, no distinc-
tion was made between large loans and small loans, or between loans in large cities and loans 
in small centers, in determining the formula providing for allocation of losses as between the 
Government and the lending institutions. The formula which was originally arrived at provided 
that if at the time the loss occurred the amount owing under the mortgage was more than the 
amount advanced by the lending institution, two-thirds of the loss would be borne by the Gov-
ernment and one-third by the lending institution, and if at the time the loss occurred the amount 
owing was less than the amount advanced by the lending institution, one-third of the loss would 
be borne by the Government and two-thirds by the lending institution. 

While this formula has proved satisfactory in the general run of cases, the degree of risk which 
the lending institutions have had to assume has been too great to encourage the companies to 
make small loans or loans in small places on any extensive scale for amounts as high as 80 per 
cent of the cost or appraised value of the property. In September 1936, therefore, the Govern-
ment decided to amend the formula for allocation of losses in certain cases in order to encour-
age the building of low-cost homes and to make the facilities of the Act available to smaller and 
outlying communities. 

The new formula which was devised provides that in the case of any 80 per cent loan on a sin-
gle-family house, the Government will bear 80 per cent of any losses where the amount of the 
loan is $3,000 or less, 75 per cent of the loss where the amount of the loan exceeds $3,000 but 
does not exceed $3,500, and 70 per cent of the loss where the amount of the loan exceeds 
$3,500 but does not exceed $4,000. Appropriate variations were made in this formula to cover 
the cases of duplexes and apartment houses. 

Period Volume of Loans Number of Family 
Units Provided 

Average Loan 
Family per Unit 

Oct.-Dec.1935 $ 525,070 99 $5,304 
Jan.-Mar.1936 285,750 64 4,465 
Apr.-June 1936 1,392,222 288 4,834 
Jul.-Sept.1936 1,645,413 351 4,688 
Oct. Dec. 1936 1,119,368 221 5,065 
Jan. Mar. 1937 1,231,677 294 4,189 
Apr.-June 1937 2,599,766 683 3,806 
Jul.-Sept.1937 2,357,539 567 4,157 
Oct.-Dec.1937 1,878,053 451 4,164 

 $13,034,858 3,018 $4,319 
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Operations under the Act got off to a slow start for a number of reasons. The normal building 
season for the year 1935 was nearly completed before the Act was passed and the necessary 
agreements were entered into with approved lending institutions. It took time for the public to 
become acquainted with the facilities provided by the Act and to regain, after five years of de-
pression, the confidence necessary to embark upon long-term fixed investments. It took time for 
the private lending institutions to adjust their ideas and their organizations to the new methods 
of financing and to give the Government the effective cooperation which it desired. However, the 
volume of loans made under the Act has been steadily increasing and as at December 31, 
1937, there had been approved loans aggregating $13,034,858, and providing housing accom-
modation for 3,018 families. In the twelve months ended December 31, 1937, the loans made 
approximated $8,067,000, as compared with $4,443,000 during the preceding year. 

The steady rate of increase in lending activity is shown by the table. 

The total of loans so far made may not have met the expectations of some of the sponsors of 
this legislation but it cannot be doubted that the Act, both directly, and indirectly by the stimula-
tion which it has given to straight mortgage lending, has already made significant progress in 
accomplishing the purposes for which it was passed and the outlook for future progress is 
bright. 

By provinces the total loans approved as at December 31 were as follows: 

Province Number of 
loans Amount Number of Units 

Family Provided 

Prince Edward Island 10 $ 54,034 10 

Nova Scotia 280 1,259,054 282 

New Brunswick 60 264,367 63 

Quebec 535 4,586,708 992 

Ontario 962 5,534,658 1,292 

Manitoba 48 308,314 48 

Saskatchewan 2 8,200 2 

Alberta - - - 

British Columbia 253 1,019,523 329 

 2,150 $13,034,858 3,018 
 

According to the latest available figures, total residential construction in Canada for the year 
1937 amounted to $56,200,000. Approximately 21 per cent of this amount was financed under 
the Dominion Housing Act and when we include the loans made under the Home Improvement 
Plan we find that approximately 40 per cent of our residential construction was financed with 
Government assistance. 

An important point to note is the increasing extent to which the Act is being made use of to fi-
nance the erection of low-cost homes. The average loan per family unit decreased from $5,304 
in the last quarter of 1935 to $3,806 in the second quarter of 1937. As at December 31, 1937, 
the average loan per family unit was $4,319. Several loans for amounts as low as $1,700 have 
been made. Loans per family unit may be classified by amounts as follows: 

Centre for Urban and Community Studies – Urban Policy History Archive – www.urbancentre.utoronto.ca 



 5 

66 family units financed by  loans of $2,000 and under 

756 ” ” ”   ” ” ” $2,001 to $3,000 

956 ” ” ”   ” ” ” $3,001 to $4,000 

445 ” ” ”   ” ” ” $4,001 to $5,000 

795 ” ” ”   ” ” ” $5,001 and over 

During 1937 over 35 per cent of all loans were for amounts of $3,000 and under, while over the 
entire period of operation 27 per cent of the total number of family units provided have been fi-
nanced by loans of $3,000 or under. It is apparent that Housing Act operations are not overlook-
ing one of the objectives which Parliament had in mind, namely, the encouraging of home 
building by persons of the lower income groups. Many projects now in the planning stage give 
us reason to believe that this low-cost housing field is one in which we may expect the Act to 
make a more and more important contribution. 

The monthly payment required to pay interest and retire the principal of a Dominion Housing Act 
loan over a period of twenty years is $0.65 per hundred dollars, or $6.54 per $1,000. Thus, a 
$4,000 mortgage requires a monthly payment of interest and principal of $26.15 for twenty 
years, whereas under the United States’ National Housing Act the same mortgage if repaid over 
the same period would require a monthly payment of $29.03. In England the same mortgage 
would normally require a monthly payment of $25.93. 

As an example of what Government aid has saved the Canadian home owner in financing 
costs, let us assume that prior to the Dominion Housing Act a borrower could secure a 50 per 
cent or 60 per cent mortgage for five years at an interest rate of 6½ or 7 per cent. This would 
mean that the borrower would have to provide 40 or 50 per cent of his own capital or, alterna-
tively, he would have to secure a second mortgage for 20 or 30 per cent and provide the bal-
ance from his own funds. Second mortgages were always expensive; they were usually subject 
to a heavy discount and bore a high rate of interest. In a typical case, the owner arranging an 80 
per cent loan for $4,000 under the Dominion Housing Act is saving possibly $8 a month or ap-
proximately $100 a year. Over a twenty-year period this would amount to approximately 50 per 
cent of the total amount of the Dominion Housing Act mortgage. 

Probably as important as this economic saving to a borrower under the Dominion Housing Act is 
the greater assurance of sound design and construction of a Dominion Housing Act financed 
house. The improvement in design and construction, which is becoming quite noticeable in do-
mestic architecture in Canada, can be traced in considerable part to the Minimum Standards of 
Construction and the Memorandum Specifications, which have been formulated by the Minister 
of Finance and which must be conformed to by all houses financed with the assistance of Do-
minion Housing Act loans. The system of rating which is applied to all Dominion Housing Act 
houses also tends to encourage good design and sound construction. 

Under the Dominion Housing Act the approved lending institutions occupy an important position. 
Loan applications are in the first instance made to the lending institution and before the loan is 
submitted to the Housing Administration it must be approved by the lending institution. 

The Government requires that an appraisal be made by the lending institution and after the loan 
is granted it is necessary that construction be supervised by inspectors of the lending institution 
to make sure that the house is being constructed according to the plans and specifications and 
sound standards of construction. 
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To do this work effectively requires an organization of trained personnel and it has taken time to 
build up these organizations. Now, after over two years, the wisdom of lending through the lend-
ing institutions and using their trained personnel is apparent. It gives the Government the double 
protection of appraisals and supervision by independent officials of an established lending insti-
tution, as well as the appraisals and estimates by the Housing Administration. 

When the Act was first introduced, naturally the scope of the lending institution’s activities was 
limited to locations at or nearby the head office of the lending institution. Now their activities 
cover the greater part of Canada. Loans are being made from coast to coast, and it is antici-
pated that the remaining districts which do not now enjoy the benefits of the Housing Act will be 
taken care of in the near future. 

The policy of the Government has been that when certain districts could not secure loans, a lo-
cal lending institution was encouraged to enter into the agreement with the Minister of Finance, 
and where no local lending institution existed a local housing authority was encouraged to be 
formed and qualify as an approved lending institution. 

Altogether it can now be said that Canada is now more effectively covered by approved lending 
institutions than would be possible under any other system with due regard to sound lending 
practices, bearing in mind that the Dominion Housing Act is based on sound lending practice 
and that the lending institutions and the Government expect these loans to be repaid in full. 

Experience verifies the soundness of this Act. Up to date there have been no losses. 

Low-Rent Housing 

The Dominion Housing Act, 1935, was designed to assist in the construction of new houses and 
apartments by the making of loans to credit-worthy borrowers. By regulation it is adaptable to 
assist in the construction of low-rent housing projects. 

Each project must be studied and judged on its individual merits; therefore, it is impossible to lay 
down any more than general conditions, which, briefly, are as follows: 

There must be a proved demand for the accommodation proposed. The organization set-up, 
whether through a limited dividend corporation or otherwise, must be such as to assure respon-
sible and competent management along sound business lines. Selection of suitable sites and 
efficient, economical lay-out must be provided for. There must be adequate supervision of the 
letting of contracts and of the progress of construction to assure sound and durable construction 
at an economical cost. Particularly in the case of rental projects designed for families of low in-
come, provincial and municipal cooperation in the form of tax exemption or guarantees or both 
will probably be necessary. Any responsible authority or group of citizens who have given care-
ful preliminary study to a concrete project are invited to submit their project for consideration. No 
provision is made in the Dominion Housing Act for direct subsidy and if such subsidy is required 
it would have to be made to the tenant and not the house. 

Other Developments 

The Dominion Housing Act has been responsible for many direct developments. Also, this same 
Act has had an influence upon other important developments, among the most important of 
which is the cooperative program now being undertaken under the sponsorship of the National 
Research Council to develop a model National Building Code. The possibilities contained within 
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the scope of this new program are very important. The standardization of codes, research into 
materials and methods of construction, technical advice and assistance to provincial and mu-
nicipal officials in meeting their local problem, and the widespread adoption of modernized, effi-
cient building codes, as well as effective zoning restrictions, should save millions of dollars 
every year to Canadian home-owners and the construction industries. In 1936 a Low-Cost 
House Competition was held among the architects in Canada, which had a beneficial effect on 
domestic architecture, particularly in the $4,000-$5,000 house class. The success of this com-
petition prompted the Government to hold again a competition among architects, this time for a 
minimum-cost house. Splendid results have been secured from the 300 designs submitted. Ten 
designs have been chosen and working plans prepared. These plans are being made available 
to prospective home owners at $10 a set. This competition should result in a further improve-
ment in small house architecture in Canada. 

Summing up what Government aid has done to assist housing in Canada we find: 

1. Under the Home Improvement Loans Guarantee Act it is possible for the owners of homes 
and apartments to secure loans at a reasonable rate of interest to repair and modernize their 
homes. 

2. The low interest rate of 5 per cent has been made available on a high percentage long-term 
mortgage, contrasting with considerably higher rates on low-percentage short-term mortgages 
in effect before the advent of the Dominion Housing Act. 

3. The necessity of a costly second mortgage has been eliminated, thus saving the most expen-
sive part of the financing. 

4. Mortgages are now available for ten-year periods with the privilege of renewal upon mutual 
consent for a further period of ten years; whereas in the past the ordinary mortgage was usually 
for a period of five years. 

5. It is now possible for a borrower to secure a loan up to 80 per cent of the cost or appraised 
value, whereas before the Dominion Housing Act the legal lending limit was 60 per cent. 

6. Sound standards of construction have been introduced tending to eliminate shoddy construc-
tion and give confidence to the prospective home owner. 

7. The popular plan of monthly payments of interest, principal, and taxes enables home owners 
to live on a sound monthly budget plan and gradually to own their homes free and clear by mak-
ing monthly payments comparable with the rent they would otherwise pay. 

8. An appreciation of good domestic architecture has been developed by sponsoring competi-
tions among architects to devote their skill and ingenuity to low-cost house designs, which were 
not available to small house builders in the past. 

9. A “house conscious” feeling has been developed among Canadians which tends to promote 
character and citizenship. 

10. Facilities are available for low-rent housing when sponsored by limited dividend corporations 
on a sound economic basis. 

11. The organization to develop a National Building Code has been set up as the first step to 
assist the construction industry to attain the efficiency which modern conditions demand. 
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