After voting in record numbers in last October’s election, students are definitely engaging with the new government in Ottawa, with student aid very
much on the agenda. Universities Canada photo.

Canada’s Student Aid Programs:
Making Money Less of an Object

Patrick Snider

Student issues are taking centre stage with Canada’s
new government. Student financial aid is a top prior-
ity, and the changes announced so far go a long way in
improving fairness, progressiveness and impact. There
is more to accomplish however, with increased support
needed for all students who face shortfalls in funding,
especially those in advanced study programs or follow-
ing non-traditional pathways into education.

fter turning out to vote in record
Anumbers last year, students are

now a bigger focus of federal
policy, with the Trudeau govern-
ment taking concrete steps to address
the issues they are facing. One of the
top concerns for students is financial
aid—ensuring students of all ages and
backgrounds have the support to ac-
cess higher education as far as they are
capable.

Canada’s federal government has pro-
vided financial aid to students in one
form or another since the “Dominion
Student Aid Program”, established in
1939 to help a few thousand students
access higher education in partner-
ship with the provinces. The number
of students accessing aid has grown
over the years, with roughly half a mil-
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lion students now receiving support
through the Canada Student Loans
Program (CSLP).

Student aid programs began with the
principle of supporting students based
on financial need, to help ensure that
funds are used efficiently to help those
students who otherwise could not at-
tend higher education. This was the
founding idea behind the CSLP, estab-
lished in 1964 to enable the postwar
generation to attend post-secondary
education in record numbers.

These programs made a major im-
pact, and post-secondary attendance
reached historically high levels, with
over 150,000 full-time students in
post-secondary institutions for the
first time in 1964. However, those
levels are still far below the partici-
pation rates we see today, with over
1.5 million studying full-time and
over a half-million studying part-
time in Canada.

In the 1980s, Canada saw the intro-
duction of a number of interest-relief
programs for students who had grad-
uated but faced difficulty in repay-
ment due to being sick, unemployed
or disabled. Other factors were intro-
duced as a qualification for aid over
the years—in the 1990s, grants were
introduced for students who quali-
fied by being low-income and attend-
ing part time programs, for disabled
students, and for women in certain
doctoral fields.

The increase in grants expanded over
the following years; Canada Access
Grants, Canada Study Grants, and
the Millennium Scholarship Foun-
dation all contributed to growing
the amount of aid for students. In
2009-2010 these were merged into
the Canada Student Grants Program,
a broader program that universally
supports students based on income
qualification, as well as factors such
as disability and dependants.

The changes announced in this gov-
ernment’s 2016 budget follow the
principle of supporting students
based on need, while pushing the
student financial aid system into
an even more progressive and effec-
tive direction. Increasing amounts of
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The increase in grants expanded over the following

years; Canada Access Grants, Canada Study
Grants, and the Millennium Scholarship Foundation all
contributed to growing the amount of aid for students. In
2009-2010 these were merged into the Canada Student

Grants Program. %

funding towards the student finan-
cial aid system will improve support
levels, reduce debt burdens, and en-
courage more low-income students
to attend higher education, while
changes to the structure of how aid
is delivered will improve fairness and
progressiveness.

Student advocacy organizations like
the Canadian Alliance of Student As-
sociations (CASA) have long been in-
volved in developing new directions
in student financial aid. One impor-
tant achievement for CASA was the
refocusing of a significant portion of
the funds in the Millennium Scholar-
ship Foundation towards the Millen-
nium Bursary Program, ensuring that
95 per cent of funding was directed
toward students with the greatest fi-
nancial need.

Students continue to work with poli-
cy makers from all parties to develop
new directions in student financial
aid and to address student issues—
under the previous government,
CASA successfully advocated for the
provision that no student would be
punished in their financial aid for
earning an income while attending
school. We supported opposition ef-
forts to improve protections for un-
paid interns. And under the present
government, we have given advice
on supporting their development of
an expanded granting system, and in
favour of moving regressive spending
on tax credits into more progressive
up-front funding by nearly $329 mil-
lion per year for increased grants, and
$216 million per year for more pro-
gressive eligibility thresholds.

The reason for supporting these
changes is clear—they have the
greatest impact and put funding di-

rectly into the hands of the students
who need it.

efore the changes announced
Bin Budget 2016, spending on

tax credits meant that a sig-
nificant number of high-income
students were receiving considerable
government funding, while many
low-income students faced shortfalls
and were unable to afford their tu-
ition and living expenses. As of 2018,
44 per cent of loan applicants are ex-
pected to have financial needs that
exceed the maximum loan limit, ac-
cording to the CSLP actuarial reports.
By eliminating those tax credits and
moving the funds to grants, more stu-
dents should be able to afford higher
education without facing shortfalls
in funding, and they should also see
their debt loads on graduation re-
duced as well.

Other changes will contribute to
making the whole system more pro-
gressive. As of 2017, students will
no longer be divided into two “low
income” and “middle income” cat-
egories for grants, where earning $1
more than the “low income” cat-
egory will deprive a student of thou-
sands of dollars in support over their
education. Instead, grants will begin
at a maximum level, and phase out
gradually as family income rises. This
will improve fairness for many fami-
lies close to the qualification lines for
each income threshold, by eliminat-
ing any arbitrary funding cliffs.

The financial aid system is still not
perfect—even after these improve-
ments, estimated spending on grants
may still be less than the estimated
spending on the remaining tax cred-
its each year. The Parliamentary Bud-
get Office identified this issue with
many of the programs, which have
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primarily benefitted higher income
families. This is not a state that could
be continued by a party that empha-
sized progressive spending measures
in their election platform.

A number of positive changes an-
nounced in 2015 will be lost, though
in some cases this is only temporary.
The previous Conservative govern-
ment promised a reduction in ex-
pected parental contributions, as
well as the elimination of penalties
on student income for working while
receiving financial aid. While the re-
duction in expected parental contri-
butions will be lost indefinitely, the
elimination of penalties on in-study
income will return when the Liberal
government implements the new
“flat contribution” measure in 2017.
This change will require students
who receive financial aid to contrib-
ute a minimum amount of money
themselves, with the specific amount
to be determined — but they will not
be penalized on top of that amount,
regardless of the amount they earn
while in school.

| J nfortunately, the changes
in expected parental contri-
butions will not be carried
forward. By comparison, in Alberta,

the government has already eliminat-
ed that assessment for loans, due to

the different amounts of support that
different families are willing or able
to provide, while maintaining an in-
come test for low-income grants. This
example strikes a balance of fairness
by targeting non-repayable aid where
it is needed most, but keeping loans
available for those who need them.

Furthermore, changes to student
financial aid will continue to fall
short for the only group of students
who are still excluded from receiving
grants—graduate students. This group
will be losing the limited support
they receive from their education and
textbook tax credits, and, unlike the
undergraduate and college students,
they will not be receiving any in-
creased grant amounts to compensate
for that loss. It is truly unfortunate
that this government is cutting sup-
port for students in advanced degrees,
even in light of those levels of educa-
tion seeing increased enrolment and
demand in the labour market.

There is hope moving forward, how-
ever. The value of the savings from
the tax credits that were cancelled
in the 2016 budget are estimated to
be $795 million for the education
amount, and $130 million for the
textbook amount in 2017 according
to the Department of Finance's tax
expenditure data. These funds have

Figure 1: Value of Tax Credit and Grant Changes (Millions)
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not yet been fully allocated to the
grant system. In the current budget,
grants are expected to increase by
$468 million for that year—a sub-
stantial amount, but still below the
amount being saved in tax credits.

This difference represents more
than enough fiscal room to extend
grant support to graduate students
and finally include them in the fed-
eral grant system, as well as making
other changes in the future to im-
prove support to students from all
backgrounds. It is our hope that the
government will continue to support
students at every level of study, based
on what their legitimate financial
need happens to be, ensuring that all
students are able to progress as far in
education as possible.

Furthermore, while many students
are young people, the government
must not forget the significant num-
bers of mature and returning students
who are striving to improve their ed-
ucation, retrain for a changing econ-
omy and advance their careers. Poli-
cies that assist those students, that
take into account the needs of those
returning to higher education after
earning an income, accumulating as-
sets, and focusing on programs that
respond to their educational needs
will continue to be necessary.

Aid for students will continue to be an
issue and an area for improvement, as
new groups of Canadians are brought
into the higher education system,
cost challenges continue to mount,
and Canada continues to require a
better and more flexible education
system for the economy of the 21st
century. The past decades of develop-
ment have gone a long way toward
opening up education to more people
than ever before, and with the chang-
es introduced by the Liberal govern-
ment, that project continues.
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