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EXECUTIVE SUMMARY

The Canada Millennium Scholarship Founda-
tion commissioned this study in order to better
understand the relative affordability of public
university education in Canada and the United
States. In the same way that one wouldn’t
measure access to university by examining
simple enrolment numbers, affordability is
more complex than an examination of univer-
sity tuition fees. A good examination requires
investigation into net cost — that is, how
much of the listed tuition price students actu-

ally pay.

In an era where tuition fees continue to rise
on both sides of the border, the actual cost to
the individual is important to examine. This
report attempts to go beyond the tuition
sticker price and unpack the actual cost to
students and families. Net cost is a good
measure for affordable university education
since it allows for tuition discounting. This al-
lows for all non-repayable assistance (grant
and scholarships), significant educational sub-
sidies in both Canada and the United States,
to be factored into the cost equation.

Also, it is important to examine how afford-
able university education is relative to family
incomes. This measurement allows for a closer
look at the amount of money families will
have to come up, relative to incomes, to cover
the cost of university education.

This study uses the American system as a
benchmark, comparing the affordability of
Canada’s system to that of its closest and most
similar neighbour. To compare Canadian and
American prices, the study used the Organisa-
tion for Economic and Cooperative
Development’s (OECD) Purchasing Power Par-
ity (PPP) Index. This measure enabled a fair
comparison of the dollar value of education in
both countries. To convert US funds into Ca-
nadian currency, we multiplied by 1.21.

POPULATION & WEALTH

Population. In 2001, Canada had a total
resident population of 30,007,090; the prov-
ince of Ontario covers over one-third of the
total Canadian population, and together with
Quebec, contains over 62 percent of all Cana-
dians. The US population was counted at
282,124,631 in 2000. Young people aged 18
to 24—the university-age sector—represent 10
percent of Canada’s total population (3 million
youth), compared to 9 percent of the total US
population (26 million youth).

Median family income. American families
earn 27 percent more than Canadian families
in Canadian funds after adjusting for purchas-
ing power. American families earn $60,679
($50,046 US) compared to a median family
income in Canada of $47,945.

ACCESS TO UNIVERSITY
EDUCATION

High school graduation and post-
secondary participation. Some 85 percent
of all youth in Canada and the US receive a
high school diploma by the age of 24. Within
a few years of high school graduation, ap-
proximately 57 percent of students in Canada
and the US pursue some form of post-
secondary education. Quebec has the highest
PSE continuation rate among all 60 jurisdic-
tions (70 percent), with North Dakota closely
behind.
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Public University FTEs." Some 674,756
full-time equivalent (FTE) students attended
university in Canada in 1999-2000. This figure
represents 23 percent of all 18- to 24-year-old
youth. Ontario and Quebec contribute almost
two-thirds of all FTEs at the university level in
Canada. Comparatively, almost 5 million FTEs
attended public four-year colleges and univer-
sities in the US during the 2000-01 academic
year, equivalent to 19 percent of all 18- to 24-
year-olds in the US. However, when students
from private four-year colleges and universities
are added, the total comes to 7.9 million FTEs,
or 29.4 percent of 18- to 24-year-olds.

STUDENT ASSISTANCE FOR
UNIVERSITY EDUCATION

COST OF UNIVERSITY EDUCATION

Tuition and fees. In 2000-01, the average
tuition and fee charges for a basic arts pro-
grams at a Canadian university came to
$3,403. Among Canadian provinces, Nova
Scotia had the highest average tuition at
$4,626 per year; Quebec’s tuition was lowest
at $1,843. In-state tuition and fee charges in
the US averaged $4,251 ($3,506 US). Ver-
mont’s tuition was the highest ($8,650;
$7,134 US), Utah the lowest ($2,721; $2,244
us).

Total cost of attendance. The total cost of
attendance (COA) at a Canadian university in
2000-01 was $8,336. Nova Scotia had the
priciest COA at $9,833 while British Columbia
and Quebec had the lowest COAs in the na-
tion ($6,181 and $7,081 respectively). In the
US, the average COA was $10,494 ($8,655
US). The highest average COA could be found
in Vermont ($15,563; $12,836 US). Oklahoma
offered the least expensive education at
$7,275 ($6,000 US).

* FTE (Full Time Equivalent) is a unit that includes full-time
students (equivalent to 1.0 FTE) and part-time students
(equivalent to 0.33 FTE). In Canada, part-time students
are often multiplied by 0.35. However, we use the stan-
dard U.S. calculation for this report.

Grant aid. Federal and provincial govern-
ments made over $644 million in grant aid
available to Canadian university students in
2000-01, averaging $955 per university FTE
student. In the US, the federal and state gov-
ernments provided $7.7 billion in grant aid,
averaging $1,562 ($1,288 US) to university
students.

Institutional Aid. Canadian universities
provided students with $551 million in institu-
tional aid in 2000-01. The corresponding
figure from the US is $3.6 billion ($3.0 billion
US). When institutional aid is added into the
calculation for total grant aid, the total grant
aid available to Canadian university students
rises to $1.2 billion, or $1,772 per FTE. In the
US, the addition of institutional aid increases
total grants available to four-year students to
$11.3 billion ($9.3 billion US) for an average
grant of $2,289 per FTE.

Student loans. During 2000-01, the Canada
Student Loans Program (CSLP) lent $813 mil-
lion to 176,612 university students, averaging
$4,601 per borrower. Quebec, which opts out
of the CSL program but still receives an alter-
native payment from the federal government,
provided over $159 million in student loans in
2000-01. In the United States, 2.6 million stu-
dents received over $19 billion ($15.5 billion
US) in loans from the US Department of Edu-
cation, averaging $7,248 ($5,978 US) per
borrower.

Remission Assistance. Canadian university
students received $198 million in provincial
remission assistance, most of which is distrib-
uted in Ontario ($157 million). In 2000-2001,
only three provinces did not offer remission
assistance—Newfoundland & Labrador, Nova
Scotia and New Brunswick. No US remission
data are available.
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Grants versus loans. In Canada, 44 percent
of all grant and loan aid is provided in the
form of grants, bursaries, or scholarships,
compared to 36 percent in the US. Thus, re-
payable loans provide the majority of student
aid in both countries.

Total aid. Total federal, provincial, and insti-
tutional aid in Canada was $4,017 per FTE in
2000-01. Provincially, these figures ranged
from as low as $2,326 in Quebec to $6,671 in
Newfoundland & Labrador. The US national
average was $6,318 ($5,211 US) in 2000-01.
Vermont had the highest total aid per FTE
($10,161), and Hawaii's aid was lowest
($1,369).

secondary education. According to the 2001-
2002 EKOS Student Income and Expenditure
survey sponsored by the Canada Millennium
Scholarship Foundation, between 10 and 20
percent of all Canadian university students
finance part of their post-secondary education
with private loans and other borrowing
mechanisms. In 2002-2003, US, families (par-
ents and students) borrowed $7.6 billion US
through such methods.

INDICATORS OF UNIVERSITY
AFFORDABILITY

OTHER AID

Although they add considerably to the stu-
dent aid pool, other significant sources of aid
could not be included in this report because
of limits on data resources.

Tax credits. Both Canada and the US in-
creasingly use their tax systems to help
alleviate post-secondary education expenses.
In Canada, total tax (provincial and federal)
expenditures for student aid reached $1.75
billion in 2001. To put this in perspective, the
total amount of federal and provincial need-
based aid (loans and grants) Canadian stu-
dents received was $2.1 billion. The US began
using its tax code for student aid in 1997, and
disbursed approximately $4.9 billion US
through its tax system in 2000-01. In addition,
529 plans, which allow for tax-free saving for
higher education, have caught on fire in the
US. However, we have no solid data on the
volume of those savings.

Alternative loans / educational lines of
credit. Many students and families are forced
to find alternative ways to pay for post-

Aid versus cost of attendance. Total aid
to Canadian students covered 48 percent of
the average cost of attendance at the univer-
sity level. Newfoundland & Labrador covered
the highest percentage of COA (91 percent),
followed by British Columbia (73 percent).
Manitoba, Quebec and Nova Scotia covered
the lowest percentage of COA. Total aid cov-
ers 60 percent of average COA in the US.
Oklahoma had the highest ratio of aid to COA
at 96 percent, and Hawaii had the lowest (14
percent).

Net cost. Subtracting total average grant aid
per FTE from average COA derives net cost. In
2000-01, the average net cost of attendance
in Canada was $6,564 per student, compared
with $8,205 ($6,767 US) in the US.

Out-of-pocket expense. Average out-of-
pocket expense (average COA minus average
total aid per FTE) in Canada was $4,319 in
2000-01, compared with $4,176 ($3,444 US)
in the US. Nova Scotia had the highest out-of-
pocket expense ($6,635) followed by Ontario.
Newfoundland & Labrador had the lowest
figure at $657. Hawaii had the highest aver-
age out-of-pocket expense in US at $8,678
($7,157 US), and Oklahoma had the lowest
out-of-pocket expense at $312 ($258 US).
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Exhibit. Summary of costs of university education in Canada and the US, 2000

Canada US (PPP Adjusted) % Difference
Tuition and Fees 3,403 4,251 24.9%
Cost of Attendance 8,336 10,494 25.9%
Net COA 6,564 8,205 25.0%
Out-of-Pocket 4,319 4,176 -3.3%

Median family income versus COA. In
Canada, 17 percent of median family income
was required to cover university COA in 2000-
01, and 9 percent of median family income
was required to cover out-of-pocket expenses.
The US ratio of COA to median family income
is almost identical to Canada’s. However, the
net COA share of median family income, at 7
percent, is lower than Canada’s.

CONCLUSIONS

This report was written to answer two key
questions: First, how does access to university
education in Canada compare to access in the
US? Second, how affordable is the Canadian
university system compared to the American
system? Canadians who assume that their uni-
versity system is more affordable than the
American system might find some of the re-
sults surprising.

Data in this report confirm that, although Can-
ada and the US have strikingly similar high
school graduation rates and post-secondary
participation rates, the US clearly sends a
greater percentage of students to university-
level education than Canada does. In 2000-
01, the ratio of university FTEs to 18- to 24-
year-olds was 23 percent in Canada compared
to 29 percent in the US.

Tuition, fees, and the total cost of attendance
are considerably lower in Canada (about 25
percent lower after correcting for purchasing

power). Even after dramatic increases in tui-
tion and fee charges across Canada in the
1990s, tuition and fees at the university level
are still quite low compared to those in the
Us.

However, American university students receive
30 percent more grant aid as Canadian stu-
dents and they have access to significantly
more loan aid. In total, Canadian students
receive over $4,000 in aid per year compared
to the $6,318 ($5,211 US) US students re-
ceive. Whereas total aid covers 48 percent of
the bill in Canada, it covers 60 percent in the
US. As a result, a the out-of-pocket expenses
that a student and family must cover in Can-
ada are 25 percent higher than those in the
US, a difference of over $900 per year of
study.

It is important to note that since more US stu-
dents access student loans, a large portion of
the cost of post-secondary education is simply
deferred. The American system makes univer-
sity education more affordable at the point of
purchase. However, this study did not exam-
ine the long term impacts of such a policy
decision.

Recent tuition and fee increases in Canada
suggest the country is moving toward a high-
cost system. On the other hand, the introduc-
tion of new programs such as the Canada
Millennium Scholarship Foundation and the
Canada Study Grants indicate movement to-
ward a high-aid system. However, Canada still
lags behind the US in aid, indicating that it
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has a long way to go to before becoming a
truly high-cost, high-aid system, which can
provide more aid to students of high and
moderate need, rather than a general subsidy
to all students. Also, any shift to a high-cost
system should be followed closely with a dis-
cussion on the type of aid that should be
provided to students since there are real dif-
ferences between non-repayable and
repayable assistance. Canadians may prefer
their emerging high-aid system be funded
through non-repayable assistance (grants)
rather than repayable assistance (loans).

We conclude with three main recommenda-
tions for governmental and non-governmental
policy analysts and researchers to consider:

1. Further consider the policies of aid
and costs at Canadian universities. Re-
gardless of the budgetary pressure from
healthcare, Canadians need to think creatively
about long-term solutions to create an afford-
able system of university education.

2. Increased data and research capacity.
Unlike in the US, where the federal Depart-
ment of Education collects and provides data
free of charge, Statistics Canada’s data is
sometimes costly. Statistics Canada’s “user-pay
system reduces the ability of faculty members
and research groups to conduct interesting
and relevant research free of charge. More
research is done in the United States, partly
because data are made available for public
use.

3. Educational quality. This study does not
address educational quality in the US or in
Canada. But quality is a serious question Ca-
nadians. While the Canadian system is still
affordable, is it as good as it was 10 or 15
years ago? And, as good at what, or for
whom? Policy makers need to give educa-
tional quality the attention it deserves.

We hope that future reports can provide a
fuller analysis of PSE opportunity in Canada. In
the meantime, the data from this study should
act as a wake-up call for policy makers across
Canada and the US. Considerable steps must
be taken to make university education more
affordable for all students and families, espe-
cially those who are historically underserved at
that level. This can only happen through in-
creased focus and dialogue among
stakeholders at the institutional, provincial and
federal levels.
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INTRODUCTION

This study was commissioned by the Canada
Millennium Scholarship Foundation in order to
better understand the relative affordability of
public university education in Canada and the
United States. The Canadian and American
post-secondary education systems are more
similar than different. Although some vari-
ances persist (for example, Quebec’s CEGEP
institutions, British Columbia and Alberta’s de-
gree granting universities, or large scale of
private, not-for-profit, four-year institutions in
the US?), the two countries in fact have much
in common.

But do Canadian and Americans have the
same access to public university education?
And how affordable is the Canadian university
system compared to the US system? Canada
has always prided itself on the low cost of its
university system, but the US is also known for
higher levels of student aid. Considered to-
gether, whose system is really more
affordable?

In an era where tuition fees continue to rise
on both sides of the border, the actual cost to
the individual is important to examine. This
report attempts to go beyond the tuition
sticker price and unpack the actual cost to
students and families. Net cost is a good
measure for affordable university education
since it allows for tuition discounting. This al-
lows for all non-repayable assistance (grant
and scholarships), significant educational sub-
sidies in both Canada and the United States,
to be factored into the cost equation.

Also, it is important to examine how afford-
able public university education is relative to
family incomes. This measurement allows for a
closer look at the amount of money families

2The U.S. is home to 1,699 such institutions in all,
constituting almost three-quarters of all four-year
institutions in the U.S. (NCES, 2002).

will have to come up, relative to incomes, to
cover the cost of university education.

This study uses the American system as a
benchmark, comparing the affordability of
Canada’s system to that of its closest and most
similar neighbour. To compare Canadian and
American prices, the study used the Organisa-
tion for Economic and Cooperative
Development’s (OECD) Purchasing Power Par-
ity (PPP) Index. This measure enabled a fair
comparison of the dollar value of education in
both countries. To convert US funds into Ca-
nadian currency, we multiplied by 1.212472.

The report is divided into six sections. Part |
presents background data on population and
wealth in both nations, using data from Statis-
tics Canada, the US Department of
Commerce’s Bureau of Economic Analysis and
the US Census Bureau. Part Il focuses on ac-
cess to post-secondary education by
comparing high school graduation rates and
rates of matriculation to post-secondary edu-
cation. Part Ill presents data on student
charges at universities in Canada and the US,
and Part IV illustrates data from various federal
and state student aid programs in Canada and
the US. Part V brings all of these data together
to create indicators of affordability in the two
countries. Finally, Part VI discusses the mean-
ing and implications of these data and
recommends a policy direction.

Given that this study was contracted by a Ca-
nadian organization, please note that this
report has been written from a Canadian per-
spective first, such that all US financial
indicators have been translated to a compara-
tive measure using the Purchasing Price Parity
(PPP) index, described in more depth on page
3. Whenever appropriate, we also supply the
actual US figure. As well, the appendices pro-
vide the necessary US data in both PPP and
real values. Canadian figures are in true Ca-
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nadian currency for the academic year 2000-
01.

The data for this report involve the 2000-01
academic year. However, we utilized 1999-00
US tuition, fee, and cost of attendance data
since that was the latest data available at the
time of analysis.

DATA LIMITATIONS

As with any large-scale comparative analysis,
this project has data and analytical limitations.
At the outset of this project, we were con-
cerned about finding comparable variables in
all 60 jurisdictions, and some of our concern
was justified. Readers should keep the follow-
ing in mind throughout the report.

Comparability between the US and Can-
ada. The analysis of any data depends on
data rigour and generalizability of that analy-
sis. When data are brought in from multiple
sources, analysts must be especially cognizant

of differences in collection and data manipula-

tion procedures. This project employed data
from several agencies, addressing more than
60 discrete variables. Although we worked
diligently to provide comparable data from
different provinces and states, some issues
could not be resolved. Throughout the report,

we have noted when the data should be scru-

tinized especially closely.

Income Data. As economists surely under-
stand, there are several ways to calculate
“personal income” or “median family income.”
It was extremely difficult to find truly compa-
rable measures that translate seamlessly on
both sides of the border. While we are confi-
dent about our inter-provincial and inter-state
income comparisons, international compari-
sons deserve caution. The differences
between American and Canadian methods of

constructing income variables are invisible to
the reader and often to the researchers as
well.

Access to university education. Data on
university access in the US and Canada are
based on comparisons of selected variables,
not on preferred cohort indicators through
longitudinal studies. Thus, access data in this
publication serve as proxies rather than abso-
lute indicators of access.

Territories not included. This report omits
the Yukon, Northwest Territories, and Nuna-
vut in Canada since these jurisdictions offer
select university courses in partnership with
southern Canadian universities, but do not
have a single university. We similarly omitted
Puerto Rico, Guam, and other territories under
the protectorate of the United States. The ag-
gregate national figures in both countries
include values from these territories.

Institutional Quality. This report does not
address the issue of institutional quality. While
we can provide comparable data for many
factors, there is no variable to control for insti-
tutional quality. For example, in free-market
economies like Canada and the US, the per-
ceived quality of a particular institution may
put pressure on the price of its tuition. In the
US, tuition and fees at Ivy League institutions,
such as Harvard University are much higher
due to perceived excellence. Because of these
perceptions, people are willing to spend
more. It is, however, extremely difficult to
quantify the actual quality of services at each
institution.

Tax Credits and Remission Programs.
Many Canadian provinces use tax credits and
loan remission programs. These measures
provide an important resource for students
and families in reducing the cost of post-
secondary education. We have included data
on remission programs from Canada, but
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comparable US data are unavailable. We have
included neither state nor provincial tax cred-
its due to inconsistent data availability. Many
Canadian provinces and the federal govern-
ment do not report spending by type of
education for grants and remission. The analy-
sis herein utilized a proxy of provincial and
federal expenditures on loans and remissions.
These estimates were generating using Can-
ada Millennium Scholarship Foundation
institutional breakdowns in most provinces.

Sector-specific data. In some cases we
were unable to disaggregate undergraduate
and graduate education, two-year and four-
year, and public and private institutions.
When possible, we developed proxy measures
to do this, but in other areas, we had to leave
the data as they were.

TREATMENT OF FISCAL DATA

Comparing income and prices across borders
is a complex business. This report relies on
OECD's Purchasing Power Parity (PPP) rate for
comparison. The PPP compares the purchas-
ing power of one nation’s currency to that of
other nations:

Treatment Canada | US
Face Value 1 1
Purchasing Price Parity 1.21 1
(PPP) Index

Currency Exchange Rate 1.35 1

For this report, we multiplied US dollar
amounts by 1.21 to determine the Canadian
dollar equivalent. Amounts are in Canadian
dollars, with US amounts in parentheses. More
information on the purchasing power parity
index may be found in Appendix D.
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POPULATION

According to data from Canada’s 2001 cen-
sus, the total resident population of Canada
was 30,007,090 (Exhibit 1). The province of
Ontario makes up over one-third of the total
Canadian population, and together with
Quebec, represents 62 percent of all Cana-
dians. The two most western provinces,
British Columbia and Alberta, are the next
most populous, followed by two other prai-
rie provinces, Manitoba and Saskatchewan.

The Atlantic Provinces round out the Cana-
dian population.

In 2001, there were 3 million people 18- to
24-years of age (the typical age for attend-
ing university), representing 10 percent of
Canada’s total population. Among the Ca-
nadian provinces, Saskatchewan has the
highest proportion of 18- to-24-year-olds
(11 percent), compared to 6 percent at the
low end in British Columbia.

Exhibit 1.  Total population and 18- to 24-year-old population in Canada, 2001

Total Population, 2001

32,000,000 16,000,000 0

30,007,090

CANADA

11,410,045 Ontario

7,237,480 Québec

3,907,735 British Columbia

2,974,805 Alberta

1119,585 | Manitoba

978,935 || Saskatchewan

908,010 | Nova Scotia
729,500 | New Brunswick
512,930 | Newfoundland

135295 | Prince Edward Island

SOURCE: Statistics Canada (CANSIM I, Table 051-0001)

18-24 year old population, 2001

0 1500,000 3,000,000

CANADA 2,957,118

Ontario 1092,410

Québec 705,755
British Columbia 385,668
Alberta 321186

Manitoba [ 109,852

Saskatchewan 104,557

Nova Scotia j§ 87,837

New Brunswick f§ 71,835

Newfoundland | 53,652

Prince Edward Island

SOURCE: Statistics Canada
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In the US, the latest US Census (2000)
pegged the US population at 282,124,631.
There were 26 million 18- to 24-year-olds in
the US, representing 9 percent of the total
population.

The states with the highest population, in
order, include California, New York, Texas,
Florida, and lllinois. Nine states contribute
over half of the total US population. The
largest state, California, with a population
of 34 million, exceeds the total population
of Canada. Ontario, about the size of Ohio,
would be the seventh most populous state,
and Quebec is about the size of Virginia,
the twelfth most populous state in the US.

The 18- to 24-year-old population in the US
mirrors the total population, with minor
variances. California has over 3.3 million 18-
to 24-year-olds, further stretching that
state’s ability to provide higher education.
Massive growth in California and other pe-
rimeter states (e.g., Texas, Florida, and
Washington) is causing what has become
known as the Tidal Wave Il, or the “tsunami
of eligible college and university students,
especially among students of color. Compli-
cating the issue of seat space in many states
is the stagnant economy, which tradition-
ally results in an increased demand for
higher education through retraining.

Exhibit 2.  Total population and 18- to 24-year-old population in the US, 2001 (Highest 10 States)

Total Population, 2001

300,000,000 150,000,000 0

282,124,631 United States

34,000,446 California

20,946,503 Texas

18,989,332 New York

16,054,328 Florida

12,435,970 lllinois

11,359,955 |§ Ohio

12,282,591 Pennsylvania

9,952,006 Michigan

8,229,823 || Georgia

8,077,367 North Carolina

SOURCE: US Census Department.

18-24 year old population, 2001
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North Carolina [ 709,000

SOURCE: US Census Department
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WEALTH

The US is the world’s wealthiest nation. Af-
ter controlling for purchasing power, US
gross domestic product and aggregate per-
sonal income is 11 times that of Canada. US
and Canadian domestic product and ag-
gregate personal income are relatively
equal in per capita terms, but a 21 percent
purchasing power differential diminishes
Canadian earnings quickly.

Exhibit 4.  US median family income, 2000 (top 5 and
bottom 5) (PPP Adjusted)

Exhibit 3.  Canadian median family income, 2000
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SOURCE: Statistics Canada, Beyond 20/20 Professional Browser,
T601 Economic families. 2 nersons or more
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West Virginia

SOURCE: U.S. Census Department, P77 M edian Family Income from
Census 2000 Summary File 3 (SF 3).

Of course, gross data indicators provide but
gross comparisons. Personal-level data pro-
vide a more appropriate comparison
(Exhibit 3 and Exhibit 4). In 2000, American
families earned almost 27 percent more
than Canadian families, with a median in-
come of $60,679 ($50,046 US) compared
to $47,945 among Canadian families. The
same ratio exists on a per capita basis,
where Americans earned $35,731 ($29,469
US) compared to $27,956 in Canada.

Within Canada, Ontario remains the most
affluent province for families and individu-
als. The median family income in Ontario, at
$54,755, was almost $4,000 higher than its
next-highest counterpart, Alberta ($51,020).
The province of Newfoundland & Labrador
had the lowest median family income, at
$35,856.

In the US, the Northeast corner of the coun-
try is the center of personal and corporate
wealth. Connecticut, New Jersey, Maryland,
and Massachusetts are the wealthiest states,
on average, with median family income
values between $71,000 and $79,000
($59,000 US and $66,000 US respectively).

The richest Canadian province by median
family income, Ontario ($54,755), would
rank about 37th among all 60 jurisdictions
covered in this report. Six provinces are
poorer than the poorest US state, West Vir-
ginia, in terms of median family income. Per
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capita personal income figures reveal similar
patterns.

Even if currencies were taken at par, On-
tario’s median family income would rank
12th among the 60 jurisdictions; Alberta’s
families would rank 21st, and British Co-
lumbia 26th". Newfoundland & Labrador
would still rank last. At currency par, the US
still shows itself as a much wealthier nation.

Exhibit 5.  Median family income, 2000 (PPP Ad-

Prince Edward Island

Newfoundland

justed)
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Maryland 75,023
M assachusetts 74,766
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Rhode Island 63,995
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Florida 55319
M aine 54,778
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South Dakota 52,424
Alberta 51,020
Alabama 50,508
Kentucky 49,637
Oklahoma 49,359
British Columbia 49,334
Montana 49,089
Louisiana 48,225
CANADA 47945
New M exico 47,802
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Mississippi 45,354
Manitoba 44,956
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35,856
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ACCESS TO UNIVERSITY
EDUCATION

High School Graduation. Access to uni-
versity education in any nation is predicated
on the number of students who graduate
from high school, a prerequisite for admis-
sion in almost all programs and institutions
in industrialized nations. In Canada and the
US, approximately 85 percent of all youth
received a high school diploma by the age
of 24.° Within Canada, the provincial
graduation rates’ hold to the national aver-
age across most provinces, with the
exception of Newfoundland & Labrador,
Prince Edward Island, and Quebec, where
completion rates were approximately 80-81
percent.

In the US, 19 states had high school
graduation rates above 90 percent, the
highest state being North Dakota (95 per-
cent). Oregon, Arizona, Nevada, and New
Mexico have graduation rates below that of
Newfoundland & Labrador. Among all 60
states and provinces, Ontario had the 24th
highest high school graduation rate, fol-
lowed by Saskatchewan (29th) and British
Columbia (33rd).

Exhibit 7. US high school graduation rates, 2000 (top
and bottom 5 states)

Exhibit 6.  Canadian high school graduation rates,
2000
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p.7
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SOURCE: Digest of Education Statistics 2001, Table 104.

3 Indicators in Canada and the U.S. are calculated in
slightly different manners. In Canada, the rate is calcu-
lated for those aged 22 to 24 years of age; the U.S.
calculation is based on those aged 18- to 24 years of
age. This may have a negative impact on the U.S. rate.
However, after comparing other completion indicators,
we found that these figures are comparable.

* High school graduation includes traditional diploma,
general education diploma (GED), and other equiva-
lent forms of recognition.

Post-Secondary Matriculation. Within a
few years of high school graduation, ap-
proximately 57 percent of students in
Canada and the US pursued some form of
post-secondary education. PSE continuation
rates vary dramatically by province and
state. The highest PSE continuation rate
among all 60 jurisdictions was found in the
province of Quebec (70 percent), followed
by North Dakota (69 percent), Massachu-
setts (69 percent) and Kansas (68 percent).
The four Atlantic Provinces are the next
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highest Canadian provinces on the list.
Manitoba (49 percent) and Alberta (46 per-
cent) had the lowest post-secondary
continuation rates in Canada and would
hold the 52nd and 54th spots among all 60
jurisdictions.

Exhibit 9.  US PSE continuation rates, 2000 (top and
bottom 5 states)

Exhibit 8.  PSE continuation rates, Canada, 2000
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SOURCE: Bowlby, Jeffrey W., and M cM ullen, Kathryn (2002). At a
Crossroads: First Results for the 18 to 20-Year-old Cohort of the Youth
in Transition Survey. Ottawa, ON: Statistics Canada, .p. 46, Table 4.2.
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SOURCE: Measuring Up 2000: National Center for Higher Education
Policy.

Post-Secondary Attendance. Some
674,756 full-time equivalent (FTE)® students
attended university in Canada in 1999-
2000. This figure represents 23 percent of
all 18- to 24-year-old youth. Ontario and
Quebec account for almost two-thirds of all
FTEs at the university level in Canada. Nova
Scotia had the highest percentage of 18- to
24-year-olds attending university (37 per-
cent), while British Columbia had the lowest
participation rate in Canada (16 percent).

Almost 5 million FTEs attended public four-
year colleges and universities in the US dur-
ing the 2000-01 academic year,
representing 19 percent of all 18- to 24-
year-olds in the US. However, most univer-

® Full-time equivalent (FTE) is a useful measure of the
student population at a particular institution. It is calcu-
lated by counting each full-time student as 1 FTE, and
each part-time student as 0.33 FTE. Thus, 1 full-time
student and three part-time students would equal 2
FTEs. In the U.S., the federal Department of Education
uses different formulas to calculate FTEs depending on
the type of institution (public/private, profit/non-profit,
two-year/four-year).

610 Ad1j0djeuonRINPE MMM ‘ I I H uoireanp3 Ausianiun Jo Aujigeploy ayl



sity-level institutions in the US are private
four-year colleges and universities. These
institutions added 2.7 million students to
the tally, bringing the total to 7.6 million
FTEs and the participation rate to 29.4 per-
cent. North Dakota ranks at the top of the
participation list, while California, lllinois
and Hawaii had the lowest rates in the US.
The difference in overall FTE participation
between Canada and the US is significant.

Exhibit 11. US university FTEs as percentage of 18- to 24-

year-old population, 2000 (top and bottom 5
states)

Exhibit 10. Canada university FTEs as percentage of 18-
to 24-year-old population, 2000
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COST OF UNIVERSITY EDUCATION

Tuition and Fee Charges. In 2000-01,
Canadian university students in general arts
programs each paid an average of $3,403
in tuition and fees. Students in departments
such as engineering and architecture nor-
mally pay more than the arts average.
Average tuition and fees were highest in
Nova Scotia at $4,626 per year. Quebec’s
tuition and fees were lowest at $1,843.°

In-state tuition and fee charges’ in the US
averaged $4,251 ($3,506 US). The cost of
public university education in the US varies
widely by state, since states, like provinces,
have ultimate authority over public educa-
tion. In general, higher education is more
expensive in the northeastern states and
less expensive in the southwest. In 1999-00,
Vermont had average public university tui-
tion and fees of $8,650 ($7,134 US), while
Utah had the lowest average tuition and
fees in the nation. North Carolina is an ex-
ample of a state that has worked to keep
tuition fees at public institutions competi-
tively affordable for in-state students. North
Carolina charges hefty premiums to out-of-
state students, but also has a cap on out-of-
state students at any institution, including
its flagship institution, the University of
North Carolina-Chapel Hill, to about 19 per-
cent.

® For more information about historical trends in Cana-
dian tuition and fees at the provincial level, see the
Canada Millennium Scholarship Foundation’s “The
Price of Knowledge,” available at
http://www.millenniumscholarships.com/factbook/en/i
ndex.html.

" In the United States, tuition charges for in-state vs.
out-of-state students are typically different. Some states
charge 2-3 times the in-state tuition for students from
another state. This does not apply to private institu-
tions, who charge a tuition fee that applies to all
students, rendering the in-state or out-of-state issue
irrelevant.

Exhibit 12. Canadian university tuition and fees and total
cost of attendance (COA), 2000-01

W Tuition & Fees Four-Year Institutions
m Cost of Attendance Four-Year
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Québec

SOURCE: CM SF through Statistics Canada, Domestic Arts tuition and fee
charges at Canada universities.
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Exhibit 13. US university tuition and fees and total cost
of attendance (COA), 1999-00 (top and
bottom 5 states) (PPP Adjusted)

m Tuitionand fees  m Cost of attendance
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SOURCE: NCES Digest of Education Statistics 2001, Table 317.

Cost of Attendance. Of course, tuition
and fees make up only part of the cost of
higher education. Room and board adds
significantly to the total cost of attendance
(COA). This is especially true in the US,
where social norms suggest that youth who
can afford the premium of going away to
college should do so. Canadian students
have historically tended to stay closer to
home and attend local institutions. Al-
though there are still costs associated with
living at home, these are typically not as
high as those associated with institutional
room and board, which can be more than
double the cost of tuition and fees. Other
costs, such as transportation and books, can
add several thousand dollars to total COA at
some institutions and departments. Our

analysis covers only tuition, general fees,
and room and board. Other costs could not
be included because of a lack of compara-
ble data.

In 2000-01, room and board charges at
Canadian universities averaged $4,933 and
ranged from $3,600 to $5,600. Together
with tuition and fee charges, the average
cost of attendance (COA) at a Canadian
university was $8,336. Consistent with its
high tuition and fees, Nova Scotia had the
priciest COA at $9,833, followed closely by
Ontario ($9,527). British Columbia and
Quebec had the lowest COAs in the nation
($6,181 and $7,081 respectively).

In the US, northeastern universities are ex-
traordinarily expensive compared to those
in the rest of the country. Although the area
is best known for its Ivy League institutions,
where COA can exceed $42,000 ($35,000
US), northeastern public institutions are also
the most expensive in the nation. Room
and board charges at US institutions aver-
aged $6,243 ($5,149 US) and ranged from
$4,200 to over $8,000. The average US
COA in 1999-00 was $10,494 ($8,655 US).
The most expensive state for COA was Ver-
mont at $15,563 ($12,836 US). Oklahoma
was the least expensive, with an annual
COA of $7,275 ($6,000 US).
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STUDENT ASSISTANCE FOR
UNIVERSITY STUDENTS

GRANT PROGRAMS

This report considers three forms of public
student assistance: grants, loans, and work-
study programs. Most aid comes in the form
of grants and loans, the latter of which
grew precipitously during the 1990s in both
Canada and the US.

Data regarding the various US programs are
generally accurate, thanks to several gov-
ernmental and non-governmental
organizations that have consistently
“counted” student aid for a number of
years. The US Department of Education col-
lects federal student aid data,’ while the
National Association of State Student Grant
and Aid Programs (NASSGAP) collects state
aid data.’ In addition, the College Board"
conducts annual national companion re-
ports on student aid and post-secondary

pricing.

Canadian data is neither as reliable nor as
systematic as American data. Our analysis in
this report is significantly hampered by our
inability to collect student aid data from
several of the provinces. These data gaps
severely limit policy makers' ability to base
their decisions on sound research and
analysis. Until the federal government and
provinces can work out a systematic process
for counting student aid, this may be as
good as it gets.

® The U.S. Department of Education provides annual
reports on all of its major student aid programs, includ-
ing Pell Grants, FFEL loans, and campus-based
programs. Visit www.ed.gov/offices/OPE/Data to
download reports.

° Visit NASSGAP’s website (www.nassgap.org) to
download its annual report, Annual NASSGAP Survey
Report: State-Funded Scholarship/Grant Programs for
Students to Attend Postsecondary Education Institu-
tions.

* Download the companion reports “Trends in Student
Aid” and “Trends in College Pricing” from
www.collegeboard.org.

Canadian Grant Programs. The two ma-
jor federal grant programs in Canada are
relatively new. The Canada Study Grant
(CSG) program began disbursing funds dur-
ing the mid-1990s, while the Canada
Millennium Scholarship Foundation began
distributing bursaries during the 1999-2000
academic year.

In 2000-01, the Canada Study Grant pro-
gram provided $41 million to 26,266
university students across Canada, resulting
in an average grant of $1,578. The size of
the grants varied only slightly from province
to province due to standard regulations on
the disbursement of funds. Ontario had the
most recipients and the largest volume of
grants.

Parliament established the Canada Millen-
nium Scholarship Foundation to celebrate
the new millennium by creating a $2.5 bil-
lion scholarship fund as a non-
governmental, non-profit subsidiary over a
10-year period. This money must be spent
by 2009. The Foundation instantly became
the largest grant program in the nation. It is
also the only truly national student aid pro-
gram in that it enjoys the full participation
of all provinces and territories. Exhibit 14
shows the Foundation’s data for university
students in the academic year 2000-01.

The $179 million distributed by the Founda-
tion in 2000-01 was over four times the
amount of money distributed by Canada
Study Grants for the year. In addition, the
average millennium bursary was twice as
large ($3,177) as the average Canada Study
Grant.
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Exhibit 14. Canada Millennium Scholarship Foundation Bursary statistics for university students, 2000-01.

Jurisdiction Total funds distributed # of Bursaries Average Bursary
CANADA 179,125,741 56,389 3,177
Newfoundland/Labrador 4,178,362 1,642 2,545
Prince Edward Island 1,083,656 381 2,844
Nova Scotia 7,173,023 2,304 3,113
New Brunswick 5,304,192 1,825 2,906
Quebec 47,248,248 13,546 3,488
Ontario 70,867,416 21,995 3,222
Manitoba 7,953,723 2,267 3,508
Saskatchewan 6,862,401 2,636 2,603
Alberta 14,363,003 5,634 2,549
British Columbia 14,091,719 4,159 3,388

SOURCE: Canada Millennium Scholarship Foundation program data (2003).

Exhibit 15. Provincial grant, scholarship, and remission aid to university students, 2000-01.

Jurisdiction Grant Volume Scholarship Volume Remission Volume
CANADA 175,992,075 50,183,581 197,858,545
Newfoundland/Labrador 0 0 0
Prince Edward Island 0 0 859,254
Nova Scotia 0 0 0
New Brunswick 3,062,394 0 0
Quebec 108,900,000 0 1,152,000
Ontario 10,426,051 22,579,526 156,599,478
Manitoba 1,158,430 0 3,091,417
Saskatchewan 11,699,871 150,750 10,593,877
Alberta 8,142,000 18,065,354 17,710,000
British Columbia 32,603,329 9,387,950 7,852,520

SOURCE: Canada Millennium Scholarship Foundation program data (2003).

count for $198 million, or approximately 18
percent of all provincial aid. The vast major-
ity of this aid, $157 million, was issued in
Ontario. Although remission programs do
not increase the value of a student’s award,

In addition to federal grant aid, most prov-
inces operate their own grant programs.
Quebec opts out of the Canada Study
Grants program and receives an alternative
payment to assist in funding their student
aid system. In 2000-01, Quebec provided they do reduce the amount of repayable
over $109 million in grant aid to university assistance (loan) that a student is responsi-
students, compared to British Columbia’s ble.

$33 million (Exhibit 15). The provinces also
made $50 million in scholarships available
to Canadian university students. Four prov-
inces provide scholarship aid: Alberta
provided over $18 million, only slightly less
than Ontario’s total ($23 million).

Comparatively, Canadian federal and pro-
vincial governments made $644 million in
grant aid" available to university students in
2000-01, averaging $955 per university FTE
student. New Brunswick had the highest

Exhibit 15 also provides data on provincial
remission programs, which together ac-

* Includes remission programs but not institutional aid.
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average amount ($1,199) and British Co-
lumbia had the lowest ($267).

US Grant Programs. In the US, federal
and state sources provide a myriad of grant
programs. The federal Pell Grant program,
originated in 1972, constitutes the largest
grant program in the country. Pell Grants
are need-based grants for low-income un-
dergraduate students. The program has
become the US’s premier mechanism for
reducing the cost of post-secondary educa-
tion for poor students. In 2000-01, the
federal government distributed over $9.6
billion ($8 billion US) in Pell Grants to post-
secondary students. Some $3.5 billion ($2.9
billion US) of this went to 1.4 million public
university students, producing an average
Pell Grant of $2,589 ($2,135 US). Although
Pell Grants are still a mainstay of the student
aid system in the US, they have lost consid-
erable purchasing power due to large
increases in tuition fees during the 1980s
and 90s. New loan programs and increased
loan amounts have largely filled the result-
ing aid gap.

Other federal need-based grant programs
build on the Pell Grant foundation. The Sup-
plementary Educational Opportunity
Program (SEOG) provided $380 million to
almost half a million public university stu-
dents in 2000-01. The LEAP program
(Leveraging Educational Assistance Pro-
gram®) is a federal program that matches
state funding. LEAP provided $45 million to
states in 2001-02, leveraging $90 million in
need-based aid at the state level. LEAP has
been plagued by uneven funding for sev-
eral years, and as such is not considered a
primary program. Several other agencies
also provide grants, but their programs

* Prior to the 1998 reauthorization of the Higher Edu-
cation Act of 1965, LEAP was known as the State
Student Incentive Grant, or SSIG. Despite the name
change, the program itself remained unchanged.

tend to be small and whose data can be
more difficult to collect. For instance, ap-
proximately $305 million ($252 million US)
came from “other federal grant programs”
in 2000-01, and over $2 billion ($1.6 billion
US) of student aid was distributed to veter-
ans. However, we are unable to break
these figures down by state.

States play an important role in student as-
sistance in the US. In 2000-01, states
provided over $7.2 billion ($5.9 billion US)
in aid to post-secondary students during
2000-01, mostly in the form of grants ($5.7
billion; $4.7 billion US). We estimate that
approximately $2.5 billion of state grant aid
and an additional $671 million in assorted
state aid was made available to public four-
year students in 2000-01.

Exhibit 16. Average Canadian federal and provincial grant
aid per FTE, 2000
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SOURCE: Calculation of datafrom various sources within this report.

In the US, $7.7 billion ($6.4 billion US) in
federal and state grant aid was available to
university students in 2000-01, averaging
$1,562 ($1,288 US) per university FTE stu-
dent. The US, therefore, provides almost 50
percent more grant aid per student as do
Canadian governments.
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Exhibit 17. Average US federal and state grant aid per
FTE, 2000 (top and bottom 5 states) (PPP Ad-
justed)

LOAN PROGRAMS
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INSTITUTIONAL AID

Most public universities provide some form
of financial aid to students, typically in a
form of a grant, scholarship, bursary, or, as
we have seen in the US, tuition discounts.
These funds generally come from endow-
ments or special contributions from
institutional contributors. Institutional aid
does not include federal, provincial or state
funds that the institution simply distributes.

Canadian universities provided students
with $551 million in institutional aid in
2000-01. The corresponding figure from
the US is $3.6 billion at public four-year in-
stitutions ($3.0 billion US).

When institutional aid is added into the cal-
culation for total grant aid, the total grant
aid available to Canadian university stu-
dents is approximately $1.2 billion, or
$1,772 per FTE. In the US, the addition of
institutional aid pops the total grants avail-
able to four-year students to $11.3 billion
($9.3 billion US), for an average grant of
$2,289 per FTE.

Canadian Loan Programs. The Canada
Student Loan Program is the primary loan
program in Canada. The federal govern-
ment subsidizes the CSLP by paying loan
interest during the course of study in a
manner similar to that of the US Federal
Family Education Loan Program (FFEL). The
CSLP mainly targets full-time students, and
has provided over $15 billion to Canadian
students since its inception in 1964 (Junor
and Usher, 2002, p. 105). Quebec, Nuna-
vut, and the Northwest Territories opt out
of the CSLP. Each jurisdiction receives an
alternative payment and adds it into their
overall student aid budgets. During 2000-
01, 176,612 university students received
$813 million in loans, averaging $4,601 per
student. These figures dwarf those of the
Millennium Scholarship and CSG grant pro-
grams.

Each province has its own loan program,
although these programs differ greatly in
size, scope, and purpose. Ontario has the
largest loan program, providing $321 mil-
lion in loan aid to university students in
2000-01. Quebec provided $171 million,
Alberta $53 million, British Columbia $39
million and Saskatchewan and Newfound-
land each provided $34 million in loan aid.

US Loan Programs. The US Department
of Education provided almost $19 billion
($15.5 billion US) in federal loans to 2.6

million US public four-year students in 2000-

01, averaging $7,248 ($5,978 US) per bor-
rower. The Federal Family Educational Loan
(FFEL) program is divided into three pro-
grams: the Subsidized Stafford program, the
Unsubsidized Stafford program, and the
PLUS (Parent Loans for Undergraduate Stu-
dents). Almost half of all loan volume is
subsidized. Forty percent of the FFEL loans
are unsubsidized, and 11 percent are un-
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subsidized loans to parents. During the
1990s, FFEL loan volume grew at aggres-
sive rates. The FFEL program distributed
over $46 billion ($38 billion US) to all post-
secondary students in 2000-01, more than
twice as much as in 1991-92. However,
most of this growth took place in the un-
subsidized programs. In 1991-92, 78
percent of all FFEL loans were subsidized.
By 2000-01, only 48 percent of total FFEL
volume was distributed through the subsi-
dized FFEL programs.

GRANTS VS. LOANS

In 2000-01, 44 percent of all Canadian stu-
dent aid came in the form of grants,
bursaries, or scholarships. Student loans
made up the remainder. Quebec had the
highest percentage (62 percent) of grants,
followed by Alberta (49 percent) and British
Columbia (45 percent). The Atlantic Prov-
inces and Manitoba lack large grant
programs; thus, grants make up a smaller
percentage of total aid in these provinces.

Much is made in the US of the “grant/loan
imbalance.” This refers to the shift from a
grant-based system to a loan-based system.
In the 1970s, grants constituted almost 80
percent of total US student aid. This grants-
based system was built on the Pell Grant
program. The situation was reversed follow-
ing the creation of an unsubsidized
program in 1992. By the mid-1990s, 80
percent of all aid was in the form of loans.
The rollicking economy of the late 1990s
again stabilized this trend and allowed for a
slight recovery for grants. Grants now make
up 39 percent of total US aid to all post-
secondary students (College Board, 2002,
p. 12) and 36 percent of all federal, state,
and institutional aid to university students.

New York has the highest percentage of
grants (50 percent), thanks mainly to its
$770 million ($636 million US) Tuition Assis-
tant Grant program. lllinois, Georgia and
Florida also have high grant-to-loan ratios.
At the lower end of the scale are New
Hampshire, Delaware, and Montana.

Exhibit 18. Percent share of grants versus total grant
and loan aid in Canada, 2000
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Exhibit 19. Percent share of grants versus total grant
and loan aid in US, 2000 (top and bottom
5 states) (PPP Adjusted)
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In Canada, the same policy shift occurred (it
just happened a little later). During the
early 1990s, Canadian provinces shifted
their student assistance programs from a
grant-based to a loan-based system. The
transformation of the system also resulted in
the introduction of loan remission programs
since students were receiving greater
amounts of loans.

Exhibit 20. Canadian average federal aid per FTE,
2000

TOTAL AID

On an FTE basis, total federal aid in the US
is considerably higher than Canadian aid.
As can be seen in the following exhibits,
Canadian federal aid averaged $1,531 per
FTE in 2000, compared to $4,816 ($3,974
US). However, as illustrated, average aid
per FTE varied greatly by province and
state. Newfoundland & Labrador had the
highest average federal aid per FTE at
$3,643, followed by Prince Edward Island
at $3,322. Nova Scotia had the lowest av-
erage federal aid per FTE ($278).
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In the US, the average federal aid per FTE
was $4,816 ($3,972 US). Vermont had an
average federal aid per FTE of $6,762
($5,577 US), followed closely by several
other states, including North Dakota and
Oregon. Hawaii is at the bottom end of the
distribution at $675 ($557 US).
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Exhibit 21. US average federal aid per FTE, 2000 (top
and bottom 5 states) (PPP Adjusted)

Exhibit 22. Canadian average federal, provincial, and
institutional aid per FTE, 2000
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When provincial, state, and institutional aid
data are added to the analysis, the FTE av-
erages increase significantly (Exhibit 22). In
Canada, total aid averaged $4,017 per FTE,
and ranged from as low as $2,326 in Que-
bec to $6,671 in Newfoundland &
Labrador.

The US national average was $6,318
($5,211 US) in 2000-01. Vermont had the
highest total aid per FTE at $10,161, fol-
lowed by New Hampshire ($8,750),
Delaware ($8,548), and Washington
($8,378)—states with generally high tuition
and fee charges. Hawaii is the lowest-aid
state in the nation, with total aid per FTE of
$1,369.

Exhibit 23. US average federal, state, and institutional
aid per FTE, 2000 (top and bottom 5
states) (PPP Adjusted)

0 2,000 4,000 6,000 8,000 10,000 12,000

United States
Vermont 10,161
New Hampshire
Delaware
Washington

M assachusetts
M aryland
Nevada
Wyoming

Utah

Hawaii

SOURCE: Calculation of datafrom various sources within this report.

610 Ad1j0djeuonRINPE MMM ‘ I I H uoireanp3 Ausianiun Jo Aujigeploy ayl



OTHER SIGNIFICANT SOURCES OF
AID

So far, we have compared provinces and
states using similar data sources. But other
significant sources of aid cannot be counted
accurately at the state or provincial level, at
least given current data resources. These
sources add significantly to the total aid
available to students and families, so they
should be considered in this discussion.

Tax Credits. Both Canada and the US in-
creasingly use their tax systems to help
alleviate post-secondary education ex-
penses. In 2000, the Canadian government
committed over $1 billion in tax-related aid
to students. Together with provincially-
administered tax programs, total tax expen-
ditures reached $1.75 billion in 2001 (Junor
and Usher, 2002, p. 167). To put this in
perspective, the total amount of federal and
provincial need based aid to Canadian stu-
dents was $2.1 billion. Tax expenditures
have therefore become a significant source
of cost relief to students and their families.

In 1997, the US Congress passed a tax law
which provided over $4.9 billion US in tax
relief in 2000-01 (College Board, 2002).
Unlike Canadian tax programs, this benefit
impacts only those who have tax liability,
and therefore does not assist most low-
income students. Individuals who save for
future post-secondary costs can also benefit
from one of 529 tax shelter plans. The use
of these plans and of education IRAs is ris-
ing at a tremendous rate.

Critics of the use of the tax system as a stu-
dent aid mechanism are quick to point out
that credits and other tax benefits do not

help students and families in the year that

the higher education expenses are due and
are generally not refundable.®

Alternative Loans. Many students and
families are forced to find alternative ways
to pay for post-secondary education. Ac-
cording to a 2002 survey sponsored by the
Canada Millennium Scholarship Foundation,
between 10 and 20 percent of all Canadian
university and college students finance part
of their post-secondary education with pri-
vate loans and other borrowing
mechanisms. More students than ever be-
fore are using credit cards to help with
payments, with a median debt of $900 for
Canadian students (Junor and Usher, 2002,
p. 150). However, there is insufficient evi-
dence to suggest that credit card use is a
problem for students in either Canada or
the US.

In the US, alternative loans, as they are
commonly called, provide a secondary un-
subsidized source of loan support. Such
loans are available through banks or
through several state providers. In 2000-01,
these institutions loaned $4.1 billion US to
students—a significant source of aid outside
the traditional student aid system (College
Board, 2002).

*If a taxpayer’s tax liability reaches zero, this person
normally has no use for any further tax credits or de-
ductions. However, if a tax credit is “refundable,” the
taxpayer can receive the full amount of the credit, even
if this means a negative amount of taxation (i.e., a
cheque from the government). Canada allows students
to carry over unused credits to future years. The U.S.
system is strictly non-refundable.
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INDICATORS OF UNIVERSITY
AFFORDABILITY

So far this report has focused on the gen-
eral costs and resources for education in
Canada and the US. In this section, these
data are combined to show the relative af-
fordability of university-level education in
both countries. We calculated two types of
net cost of attendance by subtracting grant
aid and total aid per FTE student from the
average cost of attendance.

A few disclaimers are in order. First, the fig-
ures and statistics are composite averages
which do not reflect the situation of indi-
vidual students. The most accurate method
of measuring affordability is through stu-
dent-based analysis. Since much aid is
provided through either merit- or need-
based forms, some students and families
must pay more for their education, while
others pay significantly less. In the US, the
National Center for Education Statistics, a
division of the US Department of Education,
conducts a student-based analysis every
four years. The National Postsecondary Stu-
dent Aid Study (NPSAS)* collects student-
based data from institutions, student re-
cords, and student/parent income and tax
information (through federal financial aid
forms). These data provide an extraordinar-
ily accurate foundation for analyzing
university affordability and student debt.
Canada has yet to undertake a study of this
proportion or accuracy, so the empirical
evidence of affordability is limited.

Second, we again caution that our cost of
attendance (COA) variable does not include
expenses such as travel and related subsis-
tence costs not captured in room and board

* The last NPSAS was conducted in the 1999-2000
academic year. The next iteration is due in 2004. Visit
www.nces.ed.gov/surveys/npsas for analytical reports
and other NPSAS information.

charges. Our COA figures are based on av-

erage costs of students who live on-campus.

Costs are much lower for those who attend
school locally.

STUDENT AID VERSUS TOTAL
COST OF ATTENDANCE (COA)

On average, total aid to students in Canada
covered 48 percent of the average cost of
attendance at the university level. New-
foundland & Labrador covered the highest
percentage of COA (91 percent). Manitoba,
Quebec, and Nova Scotia covered the
smallest percentage of COA.

The picture changes slightly when we con-
sider only total grant aid versus COA. Grant
aid covers only 21 percent of average COA
in Canada. The highest percentage of COA
covered by grant aid is in British Columbia
(33 percent) and Alberta (26 percent).
Grant aid in Nova Scotia and New Bruns-
wick covers only 10 percent of average
COA.
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Exhibit 24. Canadian percentage of average grant aid
and total aid per FTE as a percentage of av-
erage COA, 2000
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In the US, total aid covered 60 percent of
average COA. Oklahoma had the highest
ratio of aid to COA at 96 percent. Hawaii
sits at the bottom of the distribution.

Total average grant aid covers 22 percent
of COA in the US, very similar to that in
Canada. Alaska has the highest grant cov-
erage of COA (45 percent). Other southern
states, including Oklahoma and Mississippi,
have high rates of grant coverage.

NET COST OF ATTENDANCE AND
OUT-OF-POCKET EXPENSES

Exhibit 25. US percentage of average grant aid and
total aid per FTE as a percentage of average
COA, 2000 (top and bottom 5 states) (PPP
Adjusted)
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This report uses two measures of cost of
attendance. The first we call “net cost,”
which is equal to average total cost minus
average total grant aid. The second figure is
“out-of-pocket” expenses, calculated by sub-
tracting average total aid from average total
cost of attendance. By including loans in
the calculation, out-of-pocket expenses
show how much money students and their
families must come up with in order to at-
tend university. These resources usually
come in the form of parental savings, work-
study and other employment (by students
and parents), and/or private loans.

Net Cost of Attendance

Net cost is an important indicator of afford-
able university education. The actual cost
(tuition minus grant assistance) of a stu-
dent’s education can have an impact on
where to attend school and what to study.

The average net cost of attending university
in Canada was $6,564 in 2000-01, com-
pared to $8,205 ($6,767 US) in the US.
Nova Scotia had the highest net COA at
$8,846, followed by New Brunswick and
P.E.l. British Columbia had the lowest net
COA at $4,137. In the US, New Jersey re-
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corded the highest average net COA at
$11,577 ($9,548 US), followed by the other
northeastern states, including New Hamp-
shire, Rhode Island, and Vermont. The
lowest net COA state was Oklahoma at
$4,664 ($3,847 US).

Exhibit 27. US net cost of attendance (COA minus
grant aid), 2000 (top and bottom 5 states)
(PPP Adjusted)

Exhibit 26. Canadian net cost of attendance (COA
minus grant aid), 2000
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Out-of-Pocket Expenses

In 2000-01, the average out-of-pocket ex-
pense (COA minus total aid) in Canada was
$4,319, compared with $4,176 ($3,444 US)
in the US. The highest out-of-pocket ex-
pense was in Nova Scotia at $6,635, while
Newfoundland & Labrador had the lowest
out-of-pocket expense at $657.

Hawaii had the highest average out-of-
pocket expense in the US at $8,678 ($7,157
US). Oklahoma had the lowest out-of-pocket
expense at $312 ($258 US).
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Exhibit 28. Canadian out-of-pocket expenses (COA
minus total aid), 2000
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MEDIAN FAMILY INCOME
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Exhibit 29. US out-of-pocket expenses (COA minus total

aid), 2000 (top and bottom 5 states) (PPP Ad-

justed)
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Comparing COA and net COA with the fi-
nancial means of individuals and families
provides yet another perspective on af-
fordability. In Exhibit 30 and Exhibit 31, we
compare three variations of cost to median
family income (MFI) figures for the various
provinces and states; COA vs. MFIl, net COA
(COA minus grants) vs. MFI, and out-of-
pocket expenses (COA minus total aid) vs.
MFI.

If we could freeze reality for a moment and
suspend the student aid system, Canadian
families would have had to spend 17 per-
cent of their income (on average) to cover
the average COA at a university. The Atlan-
tic Provinces had the highest ratio, with
COA requiring 20 to 23 percent of MFI. Brit-
ish Columbia ranked at the lower end of the
scale, at 13 percent.

The US ratio of COA to MFI was almost
identical to Canada’s, with the state of Ver-
mont at the high end (26 percent) and
Utah at the low end (13 percent).

Grant aid does not always significantly re-
duce the net cost of university education,
although grants make a bigger difference in
the US thanks to additional sources of fed-
eral and state grant aid. In Canada, the
ratio of net COA to MFI was 14 percent,
only 3.5 percent less than the COA calcula-
tion. The Atlantic Provinces remain the least
affordable areas to study in the country,
with net COA equal to 20 to 23 percent of
MFIL. In this analysis, British Columbia ranks
as the most affordable province for higher
education, with net COA representing 8
percent of MFI.

The US ratio of net COA to median family
income is identical to Canada’s. In Vermont,
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19 percent of median family income is re-
quired for one year of study, whereas in

Alaska, the financial requirements are less
than half as those in Vermont (8 percent).

It is only when all student aid (grants and
loans) is considered that we find a reduc-
tion in out-of-pocket financial burdens for
families in any of our jurisdictions. In Can-
ada, 9 percent of MFI is required to cover
out-of-pocket expenses. In other words,
university students and their families, on
average, must provide 9 percent of their
family income to pay for total cost of atten-
dance each year—after all aid is considered.
We caution again that these are gross aver-
ages and do not provide specific
information on individual students. Nova
Scotians have the greatest out-of-pocket
burden at 16 percent, whereas people in
Newfoundland & Labrador only have to
come up with 2 percent of MFI. In both
Newfoundland & Labrador and P.E.l., loans
play a significant role in reducing the bur-
den.

This ratio is further reduced in the US,
where only 7 percent of MFI is required to
cover out-of-pocket expenses. Hawaii re-
quires the largest out-of-pocket funding (13
percent), while Oklahoma'’s out-of-pocket
expenses, on average, are almost negligible
(0.6 percent). The larger reduction in the US
is due primarily to the widespread availabil-
ity of loans in tandem with the larger
availability of grant aid.

Exhibit 30. Canadian COA, net COA, and out-of-pocket
expenses as a share of median family in-
come, 2000
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Exhibit 31. US COA, net COA, and out-of-pocket ex-
penses as a share of median family income,
2000 (top and bottom 5 states) (PPP Ad-
justed)
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One major difference between Canada and
the US can be seen in the breadth of federal
aid programs. The two main federal grant
programs in Canada reach a small percent-
age of students compared to the Pell Grant
in the US. While the Pell Grant reaches ap-
proximately 27 percent of university FTEs.
The Foundation’s funds and CSG funds are
distributed to 8 and 5 percent® of FTEs,
respectively. Federal government-sponsored
loans are much more widely available in the
US than in Canada, as evidenced by our
calculation that 53 percent of university
FTEs receive a FFEL loan in the States, com-
pared to 35 percent of Canadian FTEs™ that
borrow through CSLP. Thus, not only does
the US federal government provide more
aid per FTE, but provides it to more FTEs in
grant and loan programs.

Exhibit 33. Ratio of program recipients to FTE, by
major aid program in Canada and the US,

Of course, these discussions are somewhat
handicapped by the use of “average” rather
than individual data. What our analysis
doesn't illustrate is whether low-income stu-
dents from other historically under-
represented groups are successfully com-
pleting high school and matriculating to
university. Longitudinal and cross-sectional
data from the US show large gaps in access
by socio-economic grouping. Socio-
economic status is more closely correlated
with access in the US than any other factor,
including race and ethnicity. We expect that
socio-economic divisions in both nations
and in all 60 jurisdictions remain a huge
impediment to PSE access.

These data underscore a difference in policy
between the US and Canada. Several US
states operate on a high-tuition, high-aid
model of funding, while Canada operates
on a relatively low-cost, low-aid model. Pub-
lic policy analysts argue the merits of either
model, but the reality is

that a high-tuition, high-
aid model allows for a
redistribution of funding
that takes into
consideration ability to
pay. Under such a
model, jurisdictional

authorities can reduce
subsidies to students
and families who can
afford to pay and re-
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direct those funds to
students who have
greater financial need.

Grant Programs

NOTE: Quebec FTE backed out of CSLP and CSG calculations since they do not participate.

** Includes only university students accessing the Can-
ada Study Grant in provinces participating in the
Canada Student Loans Program.

** Includes only university students accessing the Can-
ada Student Loans Program.

Loan Programs

The result is a more
efficient system of
funding that provides
funding to those who
truly need it. In a low-tuition, low-aid sys-
tem, a general subsidy takes the place of
targeted subsidies to needier students.
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There is simply less flexibility for student aid
under this type of system.

Recent cost increases in Canada suggest a
move toward a high-cost system, while new
programs such as the Canada Millennium
Scholarship Foundation and the Canada
Study Grants suggest a move toward a
high-aid system. Still, the amount of aid
available to Canadian students is not what it
needs to be.
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RECOMMENDATIONS

Based on our analysis, we conclude with
three main recommendations for govern-
mental and non-governmental policy
analysts and researchers.

1. Further consider the policies of aid
and costs at Canadian universities.
First, policy thinkers need to re-examine the
standard approaches to aid and costs at
Canadian universities, especially since these
are not insulated from other public policy
issues. Health care is the dominant topic on
the provincial and federal policy agendas,
and the high cost of health care and care
for the elderly will significantly cut into the
discretionary spending that might have
gone toward higher education. Higher
education (and public education as a
whole) traditionally loses in any competition
against health care. As budgets get tighter
with increasing health care costs, higher
education faces significant challenges in
Canada. This same scenario is playing out in
the US, where there is even less reason for
optimism. Almost every state is running a
budget deficit, and the federal government
has wavered on its commitment to student
aid financing.

2. Increased data and research capac-
ity. Canadian policy officials are severely
hamstrung by the lack of data available to
answer key policy questions. Thus, our sec-
ond recommendation is that federal and
provincial governments work together to
develop an improved system of secondary
and post-secondary data. While education
falls under provincial jurisdiction in Canada,
the need for a national database of key in-
dicators of access and affordability
outweighs the constitutional considerations.
US data is much stronger and more reliable
than Canadian post-secondary data. The US
Department of Education collects data on

many aspects of public and private educa-
tion in the US, making information available
to researchers and policymakers free of
charge via the Web. The US government
takes a similar approach to census data,
labour data, and other indicators of eco-
nomic and educational well-being. Even
international agencies such as OECD and
UNESCO provide unrestricted data access.
Statistics Canada, on the other hand,
charges substantial fees for its time-series
data. This “user-pay” system potential re-
duces the number of faculty members and
research groups able to conduct interesting
and relevant research free-of-charge. More
research is done in the United States, partly
because data are made available for public
use. From our perspective, lack of access to
data severely limits research. This has a di-
rect impact on Canada’s ability to base its
public policy based on sound research and
analysis.

3. Educational quality. We also want to
remind readers that this study does not deal
with quality of education. It is possible that
university education in Canada is signifi-
cantly better than in the US, or the opposite
could be true. Our discussion of afforda-
bility therefore tells us nothing about who
gets better value for his or her money. Dur-
ing the 1990s, Canadian universities
experienced large funding cuts (operating
and capital) and those cuts impacted the
level of service provided to students. These
institutions cut faculty and staff, increased
lecture sizes, limited their course schedules,
and implemented other alterations that cer-
tainly lessened the quality of education.
Similar trends occurred in the US, but these
cuts appear to have been magnified in
Canada. Quality is therefore a serious ques-
tion for policy makers and for all Canadians.
Higher education in Canada is less of a bar-
gain than it used to be. But is it as good as
it was? And for whom?
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We hope that future reports can provide a
more complete analysis of post-secondary
opportu