The Price of Knowledge 2006-07

Chapter 3
Student Costs and Resources







The Price of Knowledge 2006-07

Chapter 3
Student Costs and Resources

Written by:
Joseph Berger, Anne Motte and Andrew Parkin

Canada Millennium Scholarship Foundation
Millennium Research Series



Published in 2007 by

The Canada Millennium Scholarship Foundation

1000 Sherbrooke Street West, Suite 800, Montreal, QC, Canada H3A 3R2
Toll Free: 1-877-786-3999

Fax: (514) 985-5987

Web: www.millenniumscholarships.ca

E-mail: millennium.foundation@bm-ms.org

The Price of Knowledge 2006-07: Chapter 3—Student Costs and Resources
Joseph Berger, Anne Motte and Andrew Parkin

Includes bibliographical references.
ISSN 1704-8435 Millennium Research Series (Online)

Layout Design: Charlton + Company Design Group

The opinions expressed in this research document are those of the authors and do not represent official
policies of the Canada Millennium Scholarship Foundation, and other agencies or organizations that
may have provided support, financial or otherwise, for this project.



Table of Contents

VI,
VI11. Conclusion: Rethinking the System?
Bibliography

. Sources of Financial Support

Introduction

Managing Expectations

Who Borrows?

A Middle-Income Crunch?

Who Works?

Who Receives Parental Contributions?

1

Defining the Cost of Post-Secondary Education 2

The Cost of Post-Secondary Education 3
Evolution of Tuition and Ancillary Fees in Canada 5

7

Financial Support and Expenditures for Part-Time Students 9
Differences Across Provinces and Regions 10

The Bottom Line: Expenditures and Income 11
12

Education Financing and Family Characteristics 15
16

17

17

19

Parental Contributions for Full-Time Students 19
Parental Contributions for Full-Time Students Receiving Student Loans 21
Going Beyond Making Ends Meet: Students’ Concerns 25
27

29







|. Introduction

Overcoming the initial barriers to access is only the
first of many challenges post-secondary students
will face before obtaining their degree, diploma or
certificate. Throughout their years of study, students
must find ways to make financial ends meet, covering
the costs of tuition, books and materials, room and
board, and countless other items. The first edu-
cation-related bills typically come due before classes
begin; in the case of students who must borrow, the
last bills are not paid off until long after graduation.
In meeting their financial obligations, students must
find a way to strike a balance between studying and
maintaining satisfactory standing in their program
on the one hand and part-time work and family
obligations on the other.

Federal and provincial student financial assistance
programs are an important source of income for
students. The purpose of these programs is to help
ensure that qualified students do not have to forgo
or discontinue their studies for financial reasons. In
order to know whether these programs are effective,
however, we need to develop a more complete picture
of students’ financial circumstances, the extent of the
costs they face and the sources and amounts of
income at their disposal.

Accordingly, this chapter focuses on the expenses
and sources of income of a typical student during a
year of post-secondary study. We are interested in

two specific questions: “what are the financial
circumstances of students while they are in post-
secondary education?” and “how are students
making ends meet?” In answering these questions,
this chapter will look more closely at the way the
student financial aid system comes into play. It will
be shown that, despite support from families and
efforts to save money by working before or during
their studies, students need help to make ends meet.
Student financial assistance programs provide this
help, enabling many students to cover their costs.
While these programs are effective in this basic
sense, however, there remain a number of questions
about them—and about student finance more
generally—that have yet to be fully answered. These
include questions about the precise distribution of
loans and grants among students from different
backgrounds, the extent to which parents can
contribute or are contributing the expected amounts
to their children’s education and whether the hours
students must work are such that they hinder their
academic success. This chapter will present evidence
on these issues, laying some groundwork both for
the discussion of government spending on student
assistance which follows in Chapter 4 and, more
generally, for the ongoing debate about how the
student financial assistance system can best
be modernized.



Defining the Cost of Post-Secondary Education
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It is important to establish that, in this chapter, we
are looking at what students need to pull out of
their pockets in order to make it through a full
academic year. This includes tuition, other fees
and living expenses. We are not looking at the
opportunity cost—that is, what students need to
give up in order to pursue their studies (e.g.,
forgone earnings). Nor do we consider the net
costs of post-secondary education, the calculation
of which takes into account the effect of education
tax credits (see Usher, 2006). While tax credits can

considerably lower the overall cost of obtaining a
degree, this cost reduction may only benefit the
student after the bills come due, sometimes even
after graduation. A more detailed examination of
education tax credits is provided in Chapter 4.

Another significant cost related to post-
secondary education not covered in this chapter is
the interest on student loans. Debt repayment can
become a significant burden for graduates. Student
debt issues are the focus of Chapter 5.




1. The Cost of Post-

Secondary

Figure 3.11.1 — Distribution of Expenditures for
Full-Time Students
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Source: Canadian Post-Secondary Student Financial Survey 2003-04.

Figure 3.11.2 — Distribution of Expenditures for
Full-Time College Students

Education

In Canada, full-time students needed $14,500, on
average, to cover their expenses for a full year of
study in 2003-04.2 As Figure 3.11.1 shows, this amount
includes tuition, other education-related costs and
living expenses. For a typical full-time student,
tuition accounts for 31% of annual education-related
expenditures. This is a significant amount; a student
spends about the same amount on accommodation
and food for the year.

How do costs differ for different types of students?
Given that tuition varies by province and by type of
institution, as do students’ living choices, one would
expect the share of each item to vary depending
on students’ circumstances. Figures 3.11.2 to 3.11.3
illustrate the distribution of different budget items
by student type.

Figure 3.11.3 — Distribution of Expenditures for
Full-Time University Students
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Source: Canadian Post-Secondary Student Financial Survey 2003-04.

1.  We chose to start our discussion with costs such as tuition and other related fees, since the need to cover these costs is a distinguishing trait of being

a student.

2. Unless otherwise noted, all data in this chapter come from the Canadian Post-Secondary Student Financial Survey 2003-04. In order to simplify the
discussion, we chose to restrict the analysis of costs and income sources to full-time students in college or undergraduate programs. A summary of the

costs and income sources for part-time students is presented separately.
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Figure 3.11.4 — Distribution of Expenditures for Full-Time Students by Living Arrangement
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Total expenditures for a full-time college student
were $11,500 in 2003-04, compared with $16,000
for a full-time university student. College students
tend to spend less on tuition than university
students, both as a share of total expenditures and in
absolute terms. While 21% of a college student’s
expenditures go directly to tuition, this rises to 33%
for a university student.

Living costs vary greatly depending on where a
student lives. There is a difference between rural and
urban locations, and even among urban centres.
Rent in Toronto or Vancouver, for example, tends to
be higher than in Montreal. Students can also adopt
different living arrangements, which will have impli-
cations on the overall distribution of expenditures.
As shown in Figure 3.11.4 expenditures vary greatly,
depending on whether the student is dependent or
independent. They can also differ for dependent
students who live at home and those who live away
from home.

Not surprisingly, expenditures are lowest for
post-secondary students who live at home, as
their living costs are minimal. Accommodation and
food represent about 9% of all costs for these
students, reflecting a significant (non-monetary)
parental contribution. Students living at home, who
on average are younger than other students, also
tend to enrol in programs with lower tuition fees.

Interestingly, dependent students living away
from home incur higher expenses ($17,400) than
independent single students without children
($15,100). A closer look at budgets for each reveals
that students in each category make different choices.
As shown in Figure 3.11.4, independent students tend
to enrol in programs with lower tuition fees than do
dependent students away from home. Independent
students who are single and have no children also
incur lower expenses for accommodation. They will,
however, spend more on transportation (almost twice
as much as dependent students), suggesting that
independent students are more likely to live a little
farther away from school than dependent students.
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Evolution of Tuition and Ancillary Fees in Canada

Students attending an undergraduate university
program in 2006-07 pay an average tuition of
$4,347 and ancillary fees of $619. If they are return-
ing students, this means that they saw, on average,
a 3.2% increase in tuition fees and a 4% increase in
ancillary fees compared with 2005-06. This reflects
a trend which has continued since the early 2000s;
during this period, the rate of tuition increase has
been much slower than it was in the 1990s (for a
detailed discussion of tuition fees, see Junor and
Usher, 2004, and Usher, 2006). In fact, between
2004-05 and 2005-06, tuition fees only increased
by an average of 1.8% in Canada, the lowest
increase since 1978 (Statistics Canada, 2006). This
contrasts sharply with the previous decade.
Between 1990 and 1999, undergraduate university

students saw increases in tuition of more than 8%
per year, and in some cases it increased by more
than 10%.

Taken together over 15 years, these increases
mean that, on average, students in 2005-06 paid
three times as much as students in 1990-91 for
tuition. That rate of increase was much greater
than the inflation rate for the same period. This
has had a major impact on students: making ends
meet for many has meant assuming a greater debt
load or working more.

The most recent data on college tuition and
ancillary fees date back to 2003-04. As reported in
the 2004 edition of The Price of Knowledge, the
variation in the cost of attending college follows a
similar pattern to changes in undergraduate costs.

Figure 3.11.5 — Annual Increase in Undergraduate Tuition Fees in Relation to Inflation
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[11. Sources of

Financial Support

How do students cover the different expenses
mentioned above? Figure 3.l111.1 reveals that stu-
dents rely on a number of different sources to
obtain an average income of $14,500. Relying on
(if not “juggling”) multiple sources of revenue is a
distinguishing feature of student life in comparison
to that of a full-time worker whose job is the main,
if not the sole, income source. Using data from
the Post-Secondary Education Participation Survey
(PEPS), Ouellette (2006) reports that only 7% of
full-time students aged 18 to 24 (17 to 24 in Quebec)
rely on one source. Close to two-thirds of students
rely on three sources or more.

For a full-time student, employment accounts, at
most, for 30% of income in a given year. Although it
represents the largest share, the average employ-
ment income a working student will make during the
year ($4,650) barely covers the average cost of tuition
and ancillary fees. Thus, other sources of financial
support must be found.

Overall, the second largest source of income for
full-time students is government student loans,
representing about one-fifth of total income.® For
those who borrow, government loans represent an
important amount of financial support—about
$7,500, on average.

As is the case with expenditures, a student’s
particular circumstances will affect both the distri-
bution of different income sources and the total
amount of income he or she has for the academic
year. Figures 3.111.2 and 3.111.3 present the cases
of university and college students. The average
income for college students ($12,000) is lower than
that for university students ($17,000), although the
distribution of sources of income barely differs.

Figure 3.111.1 — Distribution of Financial Support
Sources for Full-Time Students
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Source: Canadian Post-Secondary Student Financial Survey 2003-04.

University students seem to receive a slightly greater
share of their income from parental contributions and
from other grants than do college students. For college
students, the share of income from government
assistance other than student financial assistance and
from other sources of income, such as child support,
is greater.

A comparison of each individual source of income,
excluding all those who reported no income from that
source, clarifies the picture. On average, college
students receive less from each source of income in
comparison to university students, except for “other
financial support” (which includes government
assistance such as social assistance). A college student
declaring some “other government assistance” or
“other financial support” receives on average $3,000
and $1,000 respectively from these sources; for a

3. Theamounts and proportions reported here may vary slightly from those reported by Ouellette (2006). The main reason for these minimal differences
may be attributable to the different methodologies used by the surveys: the Canadian Post-Secondary Student Financial Survey (CPSFS) interviewed
students on a monthly basis whereas the PEPS surveys students once. Also the CPSFS covered students without any age restrictions in the 2003-04

academic year, while PEPS covered students aged 18 to 24 in 2001-02.



Figure 3.111.2 — Distribution of Financial Support
Sources for Full-Time College Students
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Figure 3.111.3 — Distribution of Financial Support
Sources for Full-Time University Students
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Source: Canadian Post-Secondary Student Financial Survey 2003-04.

university student, the figures are $1,360 and $700.
The difference between university and college
students holds true even if one compares medians
instead of means. This shows that, even among full-
time students, students attending college are facing
different circumstances than are university students.

Amounts and distribution of income also vary
according to the status of the student. Dependent
students living at home report the lowest average

income ($10,900). Dependent students living away
from home report incomes of $17,400, while inde-
pendent students report $19,500. For dependent
students living at home, income comes principally
from employment (40%). Parental monetary contri-
butions are the second most important source
but, at 14%, fall far behind employment.* As with
independent students, the main sources of income
for dependent students living away from home

Figure 3.111.4 — Sources of Income for Full-Time Students by Living Arrangement
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4. There are no data that enable us to quantify non-monetary contributions from parents, but it is likely that if they were taken into account, the
distribution of income sources would be very different and would more closely resemble that of a dependent student living away from his or her

parental home.
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are employment and government loans, each
representing about 20% of income. In the case of
dependent students living away from home, it is not
surprising that parental contributions are their third
most important source of revenue, accounting for
18% of income. This is slightly more than twice what
independent students receive.

As shown in Figure 3.111.4, the amounts in parti-
cular categories again vary greatly (excluding those
who declared no income in each case). This shows

that the characteristics of students in each group
vary and produce different behaviour. For example,
average employment income for independent
students who work is $5,131. This is $1,200 more
than the amount earned by a dependent student
who works. The difference can largely be explained
by the fact that independent students tend to
be older and are less likely to rely on family for
support, suggesting that they work more than
dependent students.

Financial Support and Expenditures for Part-Time Students

Given their status, part-time students face lower
educational costs than full-time students for a given
academic year. The average tuition paid by part-
time students in 2003-04 was $2,424. As seen in
Figures 3.111.5 and 3.111.6, tuition fees only represent
14% of their total expenditures for a year. In general,
part-time students work a full schedule while
pursuing studies. This explains the large share of
their income (61%) derived from employment.

The majority of part-time students surveyed
(70%) would prefer to study full-time. The survey

Figure 3.111.5 — Distribution of Financial Support
Sources for Part-Time Students

did not ask students why they studied on a
part-time basis, but the reasons are quite likely
financial: part-time students are more likely to be
from lower income family backgrounds and to
have to care for children or dependants. There are
also work-related reasons. When asked the
primary reason for working during the school
year, 16% of part-time students said it was to
“maintain/secure an ongoing position in job.” In
comparison, this was cited by only 4% of full-
time students.

Figure 3.111.6 — Distribution of Expenditures for
Part-Time Students
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Source: Canadian Post-Secondary Student Financial Survey 2003-04.
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Differences Across Provinces and Regions

Students’ financial circumstances differ depend-
ing on where they choose to live and study. This is
not only because tuition costs vary from province
to province. Provincial student assistance
programs, student employment opportunities,
the cost of living and even family income vary as
well. The differences affect not only the overall
costs that students face but also their ability to
raise the income needed to fund their studies.

Students in Alberta and Nova Scotia face the
highest costs, but for different reasons. Students in
Nova Scotia pay the highest tuition and fees, while
Alberta students face higher living costs (including
items such as accommodation, food and trans-
portation). Students in Quebec and Manitoba
have the lowest costs, not only because their
tuition is lowest but also because they pay the least
for accommodation and food.

Table 3.111.1 — Monthly Income by Province

THE PRICE OF KNOWLEDGE 2006-07

Employment is the biggest source of income
for all students except those in Nova Scotia and
New Brunswick. In these two provinces, perhaps
because of labour market conditions, government
assistance is the most important source of
funds. Students in Nova Scotia face a particular
challenge, for, while they face the highest costs,
they earn the least income through employment.
Conversely, the relatively high costs faced by
students in Alberta and B.C. are offset in part
by the opportunities afforded by their labour
markets. Manitoba students are in a favourable
situation, since they face lower educational and
living costs yet also enjoy relatively high employ-
ment incomes. This combination results in these
students relying the least on government assistance.
Quebec students, for their part, obtain the least
amount of income from savings and family support.

Total Employment Government Savings Family Private Other
Nova Scotia $1,723 $338 $546 $303 $269 $245 $108
New Brunswick $1,716 $398 $613 $242 $250 $161 $135
Quebec $1,222 $513 $243 $203 $58 $174 $73
Ontario $1,615 $503 $403 $295 $226 $218 $71
Manitoba $1,404 $643 $170 $252 $138 $174 $75
Saskatchewan $1,618 $371 $379 $289 $309 $267 $79
Alberta $1,776 $688 $330 $356 $212 $244 $76
British Columbia $1,648 $721 $270 $347 $119 $191 $82
Table 3.111.2 — Monthly Expenditures by Province
Total Education Accommodation Personal Food Transportation Debt Other
Nova Scotia $1,806 $867 $416 $165 $196 $93 $54 $70
New Brunswick $1,644 $699 $357 $179 $191 $122 $54 $75
Quebec $1,053 $300 $236 $181 $167 $93 $43 $76
Ontario $1,577 $625 $372 $203 $187 $122 $58 $81
Manitoba $1,293 $417 $303 $166 $165 $113 $63 $86
Saskatchewan $1,671 $702 $396 $178 $185 $112 $49 $84
Alberta $1,795 $608 $481 $204 $229 $139 $74 $132
British Columbia $1,581 $493 $415 $208 $207 $138 $69 $98

Note: The category averages exclude respondents who did not report income or expenditures in that category. For this reason,
the sum of the averages for all items in each row does not add up to the total of that row.

Source: Canadian Post-Secondary Student Financial Survey 2003-04.
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I\. The Bottom Line:
Expenditures and Income

Overall, how do full-time students fare? It should
not be surprising that students are not able to save
money while in post-secondary studies. This makes
sense, since students are making an investment
in themselves that they hope will yield positive
returns after graduation. Table 3.1V.1 summarizes the
average costs and expenditures for the types of
students discussed above. Independent students
appear to do better than the others as, on average,
they report the greatest “surplus” for the year.
Figures 3.1V.1 and 3.1V.2 offer a different perspective
on income and expenditures by showing the

Table 3.1V.1 — Average expenditures and costs 2003-04

Average Average

Expenditures Income

All full-time students $15,200 $14,600

College $11,800 $11,400

University $16,800 $16,100

Dependent, at home $10,900 $9,700

Dependent, away $17,400 $17,400
from home

Independent (single $15,100 $19,500

with no children)

Source: Canadian Post-Secondary Student Financial Survey 2003-04.

Figure 3.1V.1 —Total Income, Expense and Balance Over the Year (Before Borrowing)
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Figure 3.1V.2 —Total Income, Expense and Balance Over the Year (After Borrowing)
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monthly balance over the year, both before and after
borrowing. As discussed in EKOS (2006), before
borrowing is taken into account, students face a
number of pressure points during the year when
need exceeds resources. This is particularly true in
September and January, typically times when tuition
for the term must be paid. Once borrowing is taken
into account, students’ situations look better, as they
manage to achieve a small surplus in some months.
This underlines the importance of student financial
assistance in enabling students to cover their costs.

Managing Expectations

The figures also highlight the irregular income
and expenditure flows that students face. One diffi-
culty of student budgeting is managing money
wisely to make it last until the end of the term or
the year. At the start of the year, students will have
a large sum of money on hand to cover different
costs. However, these costs are spread irregularly
through the year, with spikes in spending in
September and January to cover fall and winter
tuition. Understandably, given these patterns, it can
be difficult for students to budget accurately.

Do students have a good picture of what their
studies will cost them? Do their expectations of the
amounts they will receive to cover costs match the
reality? Data seem to indicate that even once they
are pursuing post-secondary education, students
have difficulty forecasting their financial bottom

line. At the beginning of the year, for instance,
students taking part in the Canadian Post-
Secondary Student Financial Survey 2003-04
stated that the amounts they thought they would
receive were less than what they had expected
prior to starting the year.

(Continued on the next page)
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Managing Expectations (Continued from Page 12)

These unfulfilled expectations stress the
importance of budgeting. Students must budget
carefully if they are to make it to the end of the
year. But are they doing so? Data from the 2006
College Student Survey suggest that a majority are
following some kind of budget: 32% of full-time
students said they followed a budget, and 55% said
they “somewhat” followed a budget. If budgeting
is based on shaky expectations about costs or
revenues, however, students will inevitably run
into trouble. This implies a potential problem in
terms of information about post-secondary
financing and costs.

The Canadian Post-Secondary Student Financial
Survey asked what information students would
have liked to have concerning finances. Only 9% of
all students thought that they had received enough
information. The other 91% would have liked more
information on grants, the cost of education and
sources of loans (see Table 3.1V.2).

This does not mean that there is a lack of
available information. Most, if not all, institutions

Table 3.1V.2 — Type of Information Students Would
Have Liked to Receive

Information Regarding... Proportion
Cost of education 48%
Living expenses 35%
Sources of loans 44%
Budgeting assistance 36%
Grant applications 61%
Loan applications 34%
Loan eligibility 37%
Loan repayment 34%

Note: The sum is greater than 100%, as multiple responses
were allowed.

have pages on their websites that provide basic
and sometimes detailed financial information. It
is possible, however, that this is not the best way
to deliver information or that students do not
get such information at an opportune time for
planning purposes.
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V. Education Financing and
Family Characteristics

As Chapter 2 showed, students from low-income
families or whose parents did not go to post-secondary
education are less likely, on average, to pursue post-
secondary education. This is not the case for all
students in these circumstances, of course: some do go
on to obtain a degree. In this section, we will focus our
attention on how these students, particularly low-
income ones, having overcome the obstacles to access,
manage to make ends meet.

There is strong evidence that “choices” in terms
of post-secondary education (type of institution and
program, living arrangements, etc.) differ widely
by income group or by other characteristics. For
example, when they do go on to post-secondary
education, lower income students are more likely
to choose to go to college, leading to a relatively
even distribution of college students (as opposed to
those in university) in terms of family income.

These choices result in different patterns of
spending and reliance on sources of income to get
through the academic year. Looking solely at the cost
of programs, Ouellette (2006) corroborates this
observation by showing that low-income students
are more likely to enrol in less expensive programs,
compared with other income groups.

Aside from the type of institution, students from
the lowest family income quartile are more likely to
pursue part-time studies than are other students:
according to the Canadian Post-Secondary Student
Financial Survey 2003-04, about one in five students
in the lower quartiles studied part-time, compared to
about one in ten students in the higher quartiles.

Part-time students pay lower educational fees in a
given academic year, so this may be a strategy to
reduce annual expenses related to post-secondary
education; however, it has important implications,
such as increasing the time needed to complete
a degree.

Based on these observations, the question of
student loan eligibility becomes an interesting one.
On the one hand, among students with similar levels
of assessed need, low-income students are more
likely to qualify for financial assistance in the form of
loans and grants from the government because of
their family circumstances. Consequently, we would
expect government loans to represent a greater share
of income for low-income students. On the other
hand, a low-income student is more likely to go to
college, in which case his or her assessed need would
be less than it would be if he or she attended
university (where tuition is typically higher), thus
reducing the total amount of financial aid received.
The amount of grant or bursary a student receives is
also linked to the amount of their loan. A student will
receive a grant if he or she is among those students
with the highest need (and therefore the largest
loans).® Finally, part-time students are eligible to
receive government financial aid, but these loans are
not subsidized, meaning students must pay interest
while in school.®* These are only a few of the consi-
derations that need to be taken into account when
thinking about whether the student financial aid
system is effective at delivering the right kinds of
support to the students who need it most.

5. Thiswas the case until 2005-06, when the Canada Millennium Scholarship Foundation, the Government of Canada and some provincial governments
introduced access bursaries for students from low-income families. These bursaries are discussed later in this chapter.

6. For more information on part-time studies loans see: http://www.hrsdc.gc.ca/en/hip/cslp/publications/08—-pu—Part-timeCSLPGuide.pdf
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Who Borrows?

Using data from the Post-Secondary Education
Participation Survey, Finnie and Laporte (b) broke
down the distribution of students’ borrowing sources
by family income quartile. In 2001-02, about one in
three students with family income below $50,000
had a government loan. A much smaller share of
students with family income between $50,000 and
$100,000 were in this situation.

Lower income students rely less on private loans
than do students from higher income quartiles.
Three hypotheses may explain this difference: lower
income students may get good support in the form
of not only loans but also bursaries and grants; given
their financial situation, they may have greater
difficulty in getting private loans; or, as discussed
above, lower income students may make choices
that reduce their overall costs.

THE PRICE OF KNOWLEDGE 2006-07

The reliance on private loans raises the question
of whether government student loan programs are
adequately addressing the needs of students. While it
is difficult to give a definite answer to this question,
Finnie and Laporte (b) are able to shed some light
on it, as PEPS asked respondents if they would have
liked to borrow more from public loans. Students
who said they would have liked to borrow more
from government loans were twice as likely to
have also turned to private loans than were those who
said their government loan was sufficient. This
suggests that private loans are filling a need not
covered by government student loan programs. Since
PEPS was conducted, however, government student
loan programs have become more generous (see
Chapter 4); it remains to be seen whether this will
result in a drop in borrowing from private sources.

Table 3.V.1 — Proportion of Full-Time Students with Loans from Different Sources by Family Income and Level

of Parental Education

Family Income Government Loan

Private Loan Parental Loan

Less than $25,000 28% 8% 13%
$25,000 to $50,000 35% 13% 15%
$50,000 to $75,000 14% 14% 18%
$75,000 to $100,000 16% 16% 23%

Parental Education Government Loan

Private Loan Parental Loan

Less than high school 29% 11% 22%
High school completed 27% 19% 10%
Some or completed college 26% 16% 15%
Some or completed university 19% 12% 19%

Source: Finnie and Laporte (a)
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A Middle-Income Crunch?
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Any social program designed to target individuals
with specific characteristics (such as financial
need) can create difficult situations for those
individuals who just miss the eligibility cut-off.
This is particularly true for programs where
eligibility is based on income. While a person with
an income of $X will be eligible for the program, a
person with an income one dollar greater will not
be, if $X is the cut-off point. This type of situation
can arise within the student financial aid system.
In some instances, students from middle-income
families are viewed as too well off to have access
to student financial aid, even though they have
far less income than students in higher income
brackets. Students who do not have access to
student financial assistance but who must devote
a much greater share of their family income to pay
for their studies than students from higher income
families are caught in what has been described as
“the middle-income crunch.”

There is some evidence that, when it comes
to accessing higher education, middle-income
students are in fact caught in such a situation.
Table 3.V.1 indicates that students from the second
and third family income quartiles are more likely
to rely on private loans than are those from lower
or higher income families. While we cannot be

certain that these students would have liked to
borrow more from public sources, or were actually
denied student loans, Finnie and Laporte (b)
conclude that the fact that students are turning
to private borrowing probably indicates that
students have a financial need that government
student assistance programs are not meeting.

Other data presented in this chapter support
the hypothesis of the middle-income crunch. For
example, students from middle-income quintiles
were more likely to declare some employment
income during the year, despite not having
expected to work. As discussed below, this could
be the result of an unexpected job opportunity,
but it could also be due to these students en-
countering costs that were higher than expected
or obtaining funding that was lower than
anticipated. On the other hand, education tax
credits and other savings instruments are likely to
benefit middle-income families more than lower-
income ones.

Overall, in light of the recent changes to student
financial aid systems discussed in Chapter 4, it will
be important to continue monitoring middle-
income families’ participation in higher education
and their means of financing it.

Who Works?

As shown earlier, employment is an important source
of income for many students. It provides the greatest
amount of income and covers a greater share of the
cost of studies than any other income source.

Despite its importance in a student’s life, very
little is known about the effect of employment
during the school year on participation and per-
sistence. In fact, most studies on students and work
have looked at high school students rather than
post-secondary students. One of the most recent,

by Bushnik (2003), reveals that while a certain
amount of work (up to 20 hours per week) is posi-
tively associated with finishing high school, working
more than 20 hours per week increases the chances
of dropping out. This study points out that, in fact,
the relevant question to ask is not “is working while
in school a good thing?” but rather “how many hours
of work will have a negative or positive impact on
post-secondary education outcomes?”
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Itis likely that the same yardstick could be applied
to post-secondary students. Employment will
provide income to cover part of the costs of a school
year. Some kind of employment, especially when the
economy is good, is probably one of the easiest ways
to make ends meet while gaining experience that
could smooth the transition between school and the
labour market after graduation. But there can be
drawbacks. If the work load is too demanding,
students may be forced to reduce their course load
and extend the time it will take to complete their
degree. In a booming economy, a full-time job could
lure students away from studies (see Chapter 2), ulti-
mately increasing the risk of not completing a
diploma. Work could also be associated with lower
grades.’

Statistics Canada reports that almost half of
full-time students aged 18 to 24 worked during the
2004-05 academic year.® Female students were more
likely than males to work during the school year,
probably due to a good economic performance in
sectors where female students are more likely to
work (e.g., retail, accommodation and food services).
Employment rates also vary regionally depending on
the local economy.

In terms of wages, 18- to-24-year-old students
combining work and full-time studies earned an
average of $9.60 an hour in 2004-05 (Statistics
Canada, 2006). This corresponds to about 33% more
than the average minimum wage in Canada, indicat-
ing that while some students are not earning much
more than minimum wage,® others are doing better.*

Overall, students in this age group (18 to 24 years
old) have only seen a small gain in hourly wages
since 1997-98: about 2.1%, after adjusting for
inflation. As explained by Usalcas and Bowlby (2006),
students did, however, end up with more employ-
ment income, as the number of hours worked during
the week increased during that period. Nevertheless,
the 6.4% increase in what students earned each week
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between 1997-98 and 2004-05 was far behind the
rise in tuition fees over the same period.

The Canadian Post-Secondary Student Financial
Survey looked at students who were not planning to
work during the school year but who nonetheless
ended up declaring some employment income.
Table 3.V.2 presents selected characteristics of these
students. The probability of students who had not
planned to work ultimately declaring employment
income did not vary by gender or, more interestingly,
by parental education. Students whose family
income was in the third and fourth quintiles,
however, were more likely than those in the other
income quintiles to end up working despite having
planned the contrary. For example, close to two out
of three students in the third income quintile
declared employment income, compared with
two out of five for the overall sample. Similarly,
students who received parental contributions were
more likely than those who did not to declare some
employment income. Students who had a loan,
whether private or public, were less likely to declare
employment income later in the academic year.
The proportion for students with a loan from the
government is particularly low (35%). This is not too
surprising, due to the “claw-back” incorporated in
most student financial aid programs. For example, a
student who receives financial assistance will receive
less if she or he works and reports earnings beyond a
certain threshold. While the claw-back reduces the
incentive to work, it could also be argued that
students receiving government financial assistance
are in a better position financially, which means they
do not have to rely on work to make ends meet.

Unfortunately, the data do not allow us to
determine exactly why these students started
working. The reasons probably vary. For example, a
student could have been presented with working
opportunities he or she had not expected, such as
a professor offering some work in a lab. It is also

7. Using U.S. data, Kalenkoski and Pabilonia (2004) found that the number of hours worked has no effect on a college student’s GPA. The authors warn,
however, that although no detrimental effect was found, their results have some limitations, as they only reflect the experience of first-term college

students.

8. The Canadian Post-Secondary Student Financial Survey 2003-04 reports a somewhat higher figure: every month of the academic year, about 60% of
full-time students in the survey reported some employment income. Overall, three of every four full-time students in the sample had some employ-

ment income for the 2003-04 academic year.

9. The minimum wage is set by each province. In 2004, it ranged from $5.90 (Alberta) to $8.00 (British Columbia).

10. Itis interesting to note, however, that there is some evidence that students from higher income families who work tend to earn higher wages than
students from lower income families (based on data on student earnings in Finnie and Laporte, (a)). This unequal access to better-paying jobs repre-

sents another barrier for low-income students.
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possible that a student’s course load was not as
heavy as expected, freeing up some time for work.
Other reasons may reflect real need, such as costs
being higher than anticipated, a surprise expense or
other sources of income not providing as much as
expected. The inability to know which students,
among those who pick up work, are in financial
difficulty makes it that much harder to develop
appropriate policy responses.

Who Receives Parental
Contributions?

It has long been established that families are an
important source of both monetary and non-mone-
tary support for students. Parental contributions are
the most common of all types of family contributions,
which is why we focus on them in this section.*
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Parental Contributions for Full-Time Students

Close to three-quarters (72%) of full-time students
declared some parental contribution for the 2003-04
academic year. The average amount was $2,516.
As shown previously by Junor and Usher (2004), the
younger the student is, the more likely it is that he
or she will receive some parental contribution. The
average amount received by those students who
were assisted by their parents, however, increases
with age.

Students in college were slightly less likely to
receive parental contributions (69%) than were
university students (74%). The average amount
received by a college student was also lower—$1,462,
compared with $2,956 for a university student.
These differences are most probably linked to the
socio-economic background of students attending
these institutions. As shown in Figures 3.V.1 and
3.V.2, the higher the level of parental education, the

Table 3.V.2 — Characteristics of Students With No Intention to Work at Beginning of Academic Year by Reported

Employment Income During Academic Year

Characteristics No Employment Income Some Employment Income Total
Gender

Male 53% 47% 100%

Female 54% 46% 100%
Type of Institution

College 55% 45% 100%

University 55% 45% 100%
Parental Education

No post-secondary education 55% 45% 100%

One parent with post-secondary education 57% 43% 100%

Both parents with post-secondary education 55% 45% 100%
Parental Income Quintile

1 (lowest) 60% 40% 100%

2 52% 48% 100%

3 40% 60% 100%

4 42% 58% 100%

5 (highest) 46% 54% 100%
No parental contribution 61% 39% 100%
Some parental contribution 52% 48% 100%
No private loan 54% 46% 100%
Private loan 60% 40% 100%
No government loan 47% 53% 100%
Government loan 65% 35% 100%

Source: Canadian Post-Secondary Student Financial Survey 2003-04.

11. SeeJunor and Usher (2004) for a detailed discussion of family contribution.
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greater the incidence of parental contributions and
the greater the amounts provided. And, as family
income rises, students are more likely both to receive
parental contributions and to benefit from greater
amounts of support.
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The incidence and value of parental contributions
also varies depending on the income sources
upon which students rely (Table 3.V.3). Whether or not
a student declares employment earnings during the
year does not affect their chance of receiving parental

Figure 3.V.1 — Incidence and Average Amount of Parental Contribution by Parental Education

$4,500 — — 90% B Average amount
78% =% Incidence
$4’OOO B 472%/. — 80%
$3,500 — 65% — 70%
D
$3,000 — — 60%
$2,500 — $2,937 — 50%
$2,000 — — 40%
$1,500 — — 30%
$1,000 — — 20%
$500 — — 10%
$0 T T — 0%
Both HS Only one parent Both parents
or less with PSE with PSE

Source: Canadian Post-Secondary Student Financial Survey 2003-04.

Figure 3.V.2 — Incidence and Average Amount of Parental Contribution by Family Income

$4,500 — . — 100% ®  Average amount
$4.000 89% 90% === Incidence
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Source: Canadian Post-Secondary Student Financial Survey 2003-04.
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Table 3.V.3 — Incidence and Average of Parental
Contributions

Sources of Incidence
Financial of Parental Average
Support Contribution Amount
Employment Earnings
Yes 73% $2,300
No 71% $3,200
Government Loan
Yes 61% $1,453
No 79% $3,019
Bursaries
Yes 60% $1,910
No 76% $2,683
Private Loan
Yes 64% $2,075
No 74% $2,591

Source: Canadian Post-Secondary Student Financial Survey 2003-04.

contributions; however, students who work receive,
on average, a lower amount of parental contribu-
tions ($2,300) than do those who do not work
($3,200).*? Having a government loan, bursary or
private loan are all associated with a lower incidence
of parental contributions, as well as a lower average
contribution amount.

Parental Contributions for Full-Time
Students Receiving Student Loans

Parents’ role in supporting their offspring in higher
education is clearly acknowledged by student finan-
cial aid programs. The Canada Student Loan program
states that “the purpose [of student financial aid] is to
supplement, not to replace, the financial resources
that you (and your family, if applicable) are expected
to contribute” (Government of Canada, 2006). Unless
they come from low-income families, dependent
students’ loan assessment calculates an expected
parental contribution based on family income. There
is no guarantee, of course, that the student will actu-
ally receive the expected contribution. The onus is
placed on students to obtain the expected amount
from their parents.
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About a third of full-time dependent students who
had a government loan said they did not receive any
parental contribution during the 2003-04 academic
year. As one would expect, students from lower
income families were less likely to receive parental
contributions than were those from higher income
families; also, older students with a government loan
were less likely to receive parental contributions
than were younger ones (Figures 3.V.3 and 3.V.4).
This is consistent with the fact that student financial
aid programs do not expect contributions from
students with the lowest family incomes and from
students who are old enough to be considered
independent of their parents. However, 33% of
full-time independent students nonetheless received
a contribution from their parents.

There were also regional differences (Figure 3.V.5).
In particular, students in Quebec were the most
likely to report a parental contribution. This holds
true even when controlling for age, suggesting that
something else is at play in Quebec. A likely explana-
tion is that the Quebec student financial aid system
requires parents to contribute at a lower family
income level than in other provinces (see Junor and
Usher, 2004, p. 192).

In terms of income sources, students who had
a private loan on top of a public loan were more
likely not to have received parental contributions
(34.4%) than were those who did not have a private
loan (27.3%).

While all students draw on a number of different
sources of income, the exact composition of the mix
required to make ends meet differs substantially by
students’ family income status. In the coming years,
we should see more research on students’ finances
and, most importantly, on the impact of different
means of financing studies. This evidence is needed
for policy-makers to decide on the best approaches
to efficiently support students throughout their
post-secondary studies. Changes to access to private
borrowing should be closely monitored, as they may
serve as an indication of the adequacy of the student
financial aid system.

12. It should be noted that no causality is implied. It is impossible to say that because a student works, parental contribution is lower. It could be that the
opposite is true: because parental contribution is low, a student needs to work.



22 THE PRICE OF KNOWLEDGE 2006-07

Figure 3.V.3 — Parental Contribution by Age Group (Dependent Full-Time Students With Public Loans)
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Source: Canadian Post-Secondary Student Financial Survey 2003-04.

Figure 3.V.4 — Parental Contribution by Family Income (Dependent Full-Time Students With Public Loans)
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Figure 3.V.5 — Parental Contribution by Region ( Dependent Full-Time Student With Public Loans)
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V1. Going Beyond
Making Ends Meet:
Students’ Concerns

Despite the availability of data on the costs students
face and the sources of income at their disposal, we
still know relatively little about how financial pres-
sures affect students’ lives while they are in school. It
is always difficult to translate tabulations of figures
into an appreciation of what goes on in the lives of
specific individuals. Furthermore, evidence gathered
through surveys of students’ own level of concern
about their finances is highly subjective. Two
students with similar financial circumstances may
express very different levels of concern, depending
on their personal history, their expectations, their
aversion to risk, and so on.

That being said, it is nevertheless worthwhile to
look at what surveys can tell us about students’
financial concerns. Financial concerns may create
undue stress among certain students, stress that may
in turn produce undesirable individual and social
outcomes, such as students dropping out of their
programs. By using a large sample of CEGEP
students, for example, Gingras and Terril (2006) show
that having financial concerns is associated with a
lower graduation rate from CEGEP, even when
controlling for the effect of students’ grades.

Similarly, financial difficulties may lead individu-
als to interrupt their program, although some of
those who “stop out” do come back to finish their
programs.® According to the Canadian University
Survey Consortium (CUSC) survey, 22% of university
students who were planning to graduate in 2006 had
interrupted their studies at one point or another. The
reasons given by students for this interruption vary;
those cited most often included the desire for
employment, financial reasons and interruptions
related to travel (Table 3.VI.1). In the 2006 college
student survey (CSS), a similar proportion of students

(18%) said they had interrupted their studies. For
these students, however, a lack of funds was clearly
the most important reason (Table 3.VI.2).

Table 3.VI.1 — Reason for Interrupting Studies
(University Students)

Reason Proportion
IlIness/injury 13.4%
Financial 21.6%
Other family/personal 16.4%
Required to withdraw by the university 8.5%
Employment 34.9%
Travel 21.4%
Not sure what to do/needed a break 4.8%
Attended another university/college 4.1%

Note: The sum is greater than 100%, as multiple responses
were allowed.

Source: CUSC, 2006

Table 3.VI.2 — Reason for Interrupting Studies
(College Students)

Reason Proportion
Insufficient funds 40.8%
Time conflict with work 22.0%
Time conflict with family/personal 19.6%
Academic difficulties 16.1%
Change of program 24.3%
Moved 9.5%
Family/friends were not supportive 5.4%
Other 28.5%

Note: The sum is greater than 100%, as multiple responses
were allowed.

Source: CSS, 2006

13. It should be noted that both of the surveys cited in this paragraph were restricted to students enrolled in university or college at the time the surveys
were conducted. Thus, those respondents who had previously left school for any given reason had, by the time of the survey, succeeded in returning
to their studies. Students who had dropped out and not returned by the time of the survey were excluded. At this time, little research has been done
on how and why students who interrupt their studies make it back to school.
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VII1. Conclusion:
Rethinking the System?

In Chapter 1, we argued that Canada needs to
increase participation in post-secondary education
if it is to continue to develop skilled and educated
workers in the numbers the country requires. For
this reason, and for others (notably the principle of
equality of opportunity), making sure that qualified
individuals are not denied access to—and ultimately
graduation from—nhigher education because of their
less advantaged financial background must remain
an important public policy goal. While finances are
only one of many barriers that confront students
before and during their post-secondary studies (see
Chapter 2), they arguably are the one that can be
most directly and immediately addressed through
public policy. This will only happen, however, if that
public policy—in the form of student financial assis-
tance programs—is both sufficiently resourced and
sharply focused. Among other things, it is important
to make sure that the financial aid system is flexible
enough to respond to students with different needs.
Chapter 4 will present research suggesting that
different mixes of financial aid may lead to different
outcomes in terms of student persistence and
ultimately graduation. While this area of research is
still in its infancy in Canada, there is now evidence to
suggest that providing students with grants as well as
loans improves their educational outcomes. Without
pre-empting the discussion that follows in the next
chapter, we wish to underline the point that thinking
about the appropriate design of student financial aid
programs is an important part of ensuring the
success of students from different backgrounds.

In 2005, the Foundation introduced access
bursaries for dependent students for which eligibi-
lity is based on family income rather than assessed
need.* Preliminary analysis of the average assessed
need of access bursary recipients and millennium
bursary® recipients eloquently shows how changing
the parameters of a program can affect students. As
shown in Figure 3.VII.1, access bursary recipients
have lower assessed need than millennium bursary
recipients. Because of their lower financial need,
low-income students would not have received a
millennium bursary or, in many cases, a comparable
provincial or federal grant had the access bursary
program not been introduced. The availability of the
Foundation’s access bursaries, along with comple-
mentary Canada Access Grants (also introduced
in 2005-06), therefore helps low-income students
make ends meet without having to undertake as
much debt as would previously have been the case.
The actual impact of the access bursaries over
time will be evaluated through the Foundation’s
research program.

This is one example of how the financial aid system
can be re-tooled to assist students who have tradi-
tionally been under-represented in post-secondary
education. It is, hopefully, only the beginning of an
effort to modernize student financial assistance in
order to ensure that it is in tune with overall policy
objectives, such as the need to improve access and
increase participation rates.

This example also serves to illustrate two further
points. The first is that, if we are to encourage

14. This is the case in eight of the 10 Canadian provinces. It should be noted that students still need to have financial need to be eligible for
an access bursary; however, among students with financial need, access bursaries are awarded to those with the lowest family incomes. More
information on the eligibility criteria for the access bursaries can be found on the Canada Millennium Scholarship Foundation’s website:

http://www.millenniumscholarships.ca/en/programs/access.asp.

15. The general millennium bursaries are awarded to students with the greatest financial need and not those with the lowest family incomes. Financial
need is determined by subtracting resources from costs; depending on the status of the student, the assessment of resources may or may not include

parental income.

16. More information on the evaluation of the access bursaries can be found at: http://www.millenniumscholarships.ca/en/research/MESA.asp.
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Figure 3.VI1.1 — Average Assessed Need of Millennium and Access Bursary Recipients, 2005-06 (Selected Provinces)
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students who have not traditionally been going to
post-secondary education to undertake studies, we
need to keep in mind that their needs may be differ-
ent from those whose backgrounds make them
much more likely to attend college or university.
Pathways into and out of the education system are
not as linear as those for more “traditional” groups of
students. Current student financial assistance rules
may not be flexible enough to allow students to get
the financial support they need.

The second point is that, to the extent that we
succeed in enhancing access for previously under-
represented groups of students and therefore

changing the make-up of the student body, there
will be financial implications for the student
support system. A different student body may
need a different and even more extensive mix of
student assistance, including financial assistance.
Policy-makers will have to strike a balance, ensuring
the efficient use of public funds without compro-
mising equity and the need for better results for
students. This is crucial but far from being an
easy goal to achieve. The next chapter will
contribute to this effort by looking more directly at
what and how governments spend in their efforts to
support students.
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