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EXECUTIVE SUMMARY 
 
This paper is a comprehensive examination of Ontarioôs student financial aid system. The Ontario Undergraduate 
Student Alliance (OUSA) has reviewed the many programs and policies that make up the provinceôs financial aid 
system, and outlines its concerns and recommendations for improvement.  Our recommendations for the financial aid 
system fall into several broad categories: 
 
Need Assessment and Assistance Allocation 
Á It is crucial that the Ontario Student Assistance Plan (OSAP) need assessment accurately assesses 

studentsô costs, as it plays the foremost role in determining the amount of aid that a student will receive. The 
OSAP need assessment must therefore be reformed to accurately assess studentsô total reasonable costs 
during an academic year, including sensitivity to regional variations in living costs, and changes to costs due 
to inflation and tuition policy. Students in need must receive enough assistance to meet their full assessed 
need for the academic year, rather than an arbitrarily capped maximum level of assistance. 

 
Qualification and Eligibility for OSAP 
Á The provincial government must provide assistance to individuals who need it the most. It should reinstate 

OSAP eligibility for groups including part-time students, people on Ontario Works, students studying outside 
of Canada, students facing academic difficulty, and students with poor credit records. These students have 
legitimate financial need and often face the greatest barriers in attending post-secondary education without 
government financial assistance. There should also be a strong appeals system at institutional financial aid 
offices for students who may not receive an appropriate amount of assistance. 

 
Access 
Á The provincial government must develop a strategy to increase enrollment and graduation rates amongst 

individuals from under-represented groups. This should include targeted student financial assistance 
(particularly in the form of up-front, non-repayable grants), early outreach programs, academic and social 
support programs at institutions, and debt forgiveness.  

 
Institutional Financial Aid and the Student Access Guarantee 
Á The provincial governmentôs Student Access Guarantee should provide students with enough funding to 

meet their costs as assessed by OSAP, using an accurate need assessment formula. It should also not 
disqualify the same Ontario students who are barred from accessing OSAP. Priority should be given to 
distributing bursaries in order to meet studentsô unmet need.  

 
Administration and Access to Information 
Á In order to make the financial aid system more effective, OSAP must improve its user-friendliness. This 

includes simplifying the application process, providing more information about the financial aid system to 
students, clearer explanations about how studentsô assistance levels have been determined, more 
communication to borrowers in repayment, and providing guidance and counseling when students need it. 

 
Loan Repayment and Debt 
Á In order to make paying off OSAP more manageable and to reduce loan defaults, the provincial government 

should make the loan repayment system more flexible to suit individual circumstances. Interest rates should 
be lowered, students should be allowed to select a repayment system that adapts to their income level, and 
programs available to borrowers facing financial difficulty should be publicized. For students facing the 
greatest financial difficulty, the 10-year waiting period must be removed for receiving bankruptcy protection.  
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INTRODUCTION 
 
All willing and qualified students must be able to attend post-secondary education.  
 
This simple statement is one of the core principles held by the Ontario Undergraduate Student Alliance (OUSA), and 
is shared by many other stakeholders. This principle should not become empty or hollow; it should be what the 
student financial aid system continually strives to achieve. As the system that provides assistance for people to 
attend post-secondary education, the financial aid system is a major component of Ontarioôs social safety net. 
 
However, many people are slipping through this net. In the last decade and a half, Ontario students have been 
subject to rapidly rising tuition, resulting in average undergraduate tuition fees more than doubling since 1990.1 The 
financial aid system has struggled ï and failed ï to keep pace. Student debt loads have steadily increased, many 
students report difficulty in repaying their loans, and large numbers of students have been barred or disqualified from 
accessing the system altogether. While there have been recent improvements to Ontario Student Assistance 
Program (OSAP), these are largely patch-up jobs that have not gone far enough. 
 
It is our collective responsibility to help create the best financial aid system possible, for both reasons of equality of 
opportunity, and for the future economic prosperity of the province. As long as the broken financial aid system is 
allowed to languish without more meaningful improvements, successive cohorts of students will be shut out of the 
post-secondary system, or forced to manage with inadequate assistance. Many will likely be forced to take private 
loans in order to meet the costs of their education, and some will take on additional employment that forces them to 
devote insufficient time and energy to their studies. Worse still, some will drop out of their programs due to lack of 
funds or due to rising debt loads.  
 
Part of the aim of this paper is to compile research conducted by experts, academics, and government agencies, and 
combine them with the experiences of Ontario students in order to present our concerns and recommendations about 
how to make our financial aid system better. The effectiveness of the financial aid system is not an academic or 
theoretical exercise, but is experienced by students on a daily basis as they pay for their tuition and other costs, and 
by graduates as they repay their loans. It is not simply about more money for financial aid, but that money and other 
forms of assistance are used in the right way, to ensure it is in the hands of the students who need it the most. 
 
The paper is organized into six sections. Section one reviews a history of Ontarioôs student financial aid programs, 
and what role they have played in the development and expansion of the post-secondary system in this province. In 
sections two and three, we review the system itself, in order to understand the aid apparatus and drive our 
recommendations. Section two outlines the programs and policies that make up the financial aid system, from the 
need assessment, to the calculation of assistance levels, to repayment policies. The following section reviews what 
the financial aid system looks like on a social level, to put the system into context on a human scale. How many 
people receive assistance, and in what forms? Who tends to encounter difficulty in repaying their loans? Who is 
currently being shut out of the system, and why?  
 
Section four outlines OUSAôs system vision for financial aid, and section five sets out the principles that guide our 
analysis and recommendations. Section six outlines OUSAôs concerns with the student financial aid system, as it 
currently operates. In section seven, we outline our recommendations for reforming financial aid and building the 
óThird Pillarô that, along with government funding and tuition, is an essential component of Ontarioôs post-secondary 
system.

                                                 
1 Statistics Canada, ñUniversity tuition feesò, (Ottawa: Statistics Canada, September 2006); accessed online at 

http://www.statcan.ca/Daily/English/060901/d060901a.htm.  

http://www.statcan.ca/Daily/English/060901/d060901a.htm
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THE CURRENT SYSTEM ð AN ENVIRONMENTAL SCAN 

 
The Canadian financial aid system is immensely complex, with numerous levels of government and other 
organizations involved in its funding and administration. In order to discuss the system as a whole, OUSA has 
compiled an environmental scan of the financial aid system in the province. This chapter is intended to act as a 
resource compiling the different components of Ontarioôs student financial aid system into one document, in order to 
give a bigger-picture view of what programs are in place, and how they work together. It is for informational purposes 
rather than to act as a policy manual. The review focuses primarily on need-based financial aid offerings, rather than 
any merit-based financial awards. Readers who are interested specifically in OUSAôs concerns and 
recommendations on the student financial aid system should turn to Section Six of this report.  
 
For simplicity, discussion focuses primarily on the financial aid system available to single, full-time undergraduate 
students with no dependents, except where noted. This includes both dependent and independent students, as 
classified under OSAP policies. The availability and amount of financial aid varies significantly for part-time students, 
married students, and students with dependents. The data is also presented primarily from the perspective of how 
the system works in 2006/07, rather than reviewing historical aspects about how each component of the financial aid 
system has changed over time. 
 
The Structure and Funding of Student Financial Aid in Ontario 
 
While students receive financial aid through their provincial government, their OSAP loan is actually composed of two 
loans, one from the federal government (Canada Student Loan, or CSL) and the provincial government (Ontario 
Student Loan, or OSL). The federal government funds 60 per cent of a studentôs loan, which is provided to students 
in September, and the provincial government funds the remaining 40 per cent, which is provided in January.2 Since 
2001, the two loan programs have been integrated and offered as the Canada-Ontario Integrated Student Loan. The 
integration of the two loan programs allows for greater simplicity in administering and repaying the loans.  
 
For students who received Canada Student Loans before August 1, 2000 or Ontario Student Loans before August 1, 
2001, different policies apply for loan repayment, as loans were issued by financial institutions on behalf of the 
federal government. For simplicity and brevity, this paper focuses on students who have received the Canada-
Ontario Integrated Student Loan.  
 
OSAP Policies 
 
The general approach of the OSAP system is quite simple. For each student, their costs of studying are assessed, 
then their financial resources are assessed, and if there is a shortfall between their costs and resources, then OSAP 
provides funding for the difference.  
 
The assistance calculation is summarized by this equation: 
 

Need = Educational Costs - Financial Resources 
 
In other words, a studentôs need is calculated as the costs of their education, minus what financial resources they 
have available from their savings, earnings, and from their families.  
 
While this appears to be remarkably simple, it quickly becomes more complicated. Each of the components of the 
equation are based on a set of rules around what are legitimate costs that can be included in the calculation, and 

                                                 
2 Innis College at the University of Toronto, ñ14 OSAP Tipsò; accessed online at http://www.utoronto.ca/innis/osap_tips.htm.  

http://www.utoronto.ca/innis/osap_tips.htm
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what resources students and their families are expected to contribute. The details of these policies fill a 92-page 
manual on eligibility and need assessment.3  
 
Qualifying For OSAP 
 
While it is the public financial aid program, there are some qualification restrictions for receiving assistance through 
OSAP. Recipients must be:4 
 
Á A Canadian Citizen, Permanent Resident, or designated as a Protected Person (refugee) 
Á An Ontario resident under OSAPôs residency requirements 
Á A full-time student (minimum 60 per cent course load) in each term, or a 40 per cent course load for 

students with a permanent disability 
Á Enrolling in an approved program in an approved post-secondary institution 
Á Enrolling in a program that is 12 weeks or longer 
Á Not in default on any previous student loans 
Á In satisfactory academic standing 
Á Passing a credit check 

 
These regulations limit the provision of OSAP and other financial aid funds to certain groups of people, namely full-
time students who are long-term residents of the province. These eligibility rules are also replicated in other student 
financial aid programs, including the provincial governmentôs new Student Access Guarantee.  
 
Need Assessment 
 
OSAP sets out need assessment policies that calculate studentsô financial need and resources in great detail, in 
manuals that are provided to each institutionôs financial aid office. The need assessment has countless different 
policies to take into account a broad range of different types of students at who face different life circumstances, from 
single dependent students, married or unmarried students, students with and without children, and students with 
disabilities. An overview of the policies is outlined below for general informational purposes. For greater detail, please 
refer to the OSAP Student Eligibility and Financial Need Assessment Manual, available at institutional financial aid 
offices or from the Ministry of Training, Colleges and Universities.  
 
The following chart outlines the acceptable costs in OSAPôs need assessment formula for a single student taking full-
time courses for two terms at an Ontario public university in 2006/07.  

 
 
 
 

                                                 
3 Ministry of Training, Colleges and Universities, Student Support Branch, 2006-2007 Student Eligibility and Financial Need 

Assessment Manual (Toronto: Ministry of Training, Colleges and Universities, 2006).  
4 CanLearn website, ñDetermining Eligibility for a Canada-Ontario Integrated Student Loanò; accessed online at 

http://www.canlearn.ca/cgi-bin/gateway/canlearn/template.asp?a=student&l=en&sc=pay/apply/ON/ft/public/ 

determine_eligibility/your_eligibility.shtml.  

http://www.canlearn.ca/cgi-bin/gateway/canlearn/template.asp?a=student&l=en&sc=pay/apply/ON/ft/public/%20determine_eligibility/your_eligibility.shtml
http://www.canlearn.ca/cgi-bin/gateway/canlearn/template.asp?a=student&l=en&sc=pay/apply/ON/ft/public/%20determine_eligibility/your_eligibility.shtml
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Figure One: OSAP Maximum Allowable Educational Costs for a Full-Time Undergraduate Student, 2006/075 
Cost Allowable Costs 
Tuition and compulsory 
fees 
(compulsory fees include fees 
for co-op, student activities, 
athletics, health services, 
student union, lab, field 
placement, technology 
(excluding computers) 

Á For regular programs, the actual tuition and compulsory fees are used in 
both the Canada and Ontario portions of the need assessment 

Á For Additional Cost Recovery programs (including undergraduate 
professional programs), actual tuition and fees are used for the Canada 
portion of the need assessment; the Ontario portion caps costs at:  

- $2,250 per term for non-co-op programs 
- $2,675 per term for co-op programs (which includes $425 for co-op 

fees) 
Books, supplies, equipment 
and computer allowance 

Á Need assessment counts the lesser of $3,000 total per academic year or 
actual costs 

Á Book costs: $390 for general arts & science, $440 for applied science, 
engineering, or other specialized programs 

Á Supplies: $345 for non-fine arts programs 
Á Uniforms: $230 
Á Field trips: $705 
Á Major equipment (e.g. cameras, musical equipment, medical and dental 

supplies): $705 
Á Professional association/examination fees: $485 
Á Computer costs: $500 

Living Expenses Á Student living at home: $414/month 
Á Student living away from home: $999/month 
Á Single parent (without dependant): $1,294 
Á Married student and spouse (no dependant): $1,915 

Transportation Á For dependent single students only: cost of return transportation to their 
permanent home, to a maximum of $1,200 per academic year 

 
Living Expense Breakdown 
 
The following chart documents how OSAPôs monthly living allowance for single dependent students of $407 for those 
living at home and $988 for those living away from home is calculated. 
 

Figure Two: 2006/07 Monthly Living Allowances in Ontario6 
Category Student Living 

at Home 
Student Living away 

from Home 
Shelter (for student away from home,  
two bedroom apartment + utilities, shared by two) 

0 $477 

Food (Agriculture Canadaôs Nutritious Food Basket) $166 $214 
Miscellaneous (Personal & health care,  
clothing, household cleaning, communication 

$175 $231 

Local Public Transportation $66 $66 
Total Monthly Allowance $407 $988 

 
 
 
 

                                                 
5 Ministry of Training, Colleges and Universities, Student Support Branch, 2006-2007 Student Eligibility and Financial Need 

Assessment Manual (Toronto: Ministry of Training, Colleges and Universities, 2006), 18-24.  
6 Ibid; 93. 
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Assessment of Financial Resources 
 
Calculations of Personal Assets 
 
OSAP counts studentsô following personal assets in the need assessment: 
Á 100 per cent of assets held in their name 16 weeks before start of study period; 
Á Cars worth over $5,000 are considered assets, and any value over $5,000 is counted as an asset; in some 

cases this exemption level is raised to $10,000 by the financial aid office if public transit is not available 
within a reasonable travel distance, a vehicle is needed to complete program requirements, vehicle needed 
for a spouse for work or to transport a child, student or spouse has a disability; 

Á Students can accumulate $2,000 in RRSPs for every year they have been out of secondary school, which 
will not be counted in the need assessment.7 

 
Assessment of Income during Study Period 
 
The provincial government counts 100 per cent of net income less a $50 exemption per week of study in the OSAP 
need assessment. Students who receive merit scholarships will see an exemption up to $4,4008. 
 
Parental Contribution Expectations 
 
The amount that parents are expected to contribute to their childrenôs income is calculated based on family size, 
income, and the number of post-secondary students in the family (data is provided for families up to ten people in 
size). The parentsô discretionary income is calculated by taking the net parental income and subtracting the amount 
the provincial government deems as a ómoderate standard of livingô: 
 

Figure Three: Moderate Standard of Living Data for Ontario, 20079 
Family Size 

2 3 4 5 
$35,872 $41,049 $45,500 $49,435 

 
After subtracting the moderate standard of living, the parentsô óAnnual Discretionary Incomeô is calculated. The 
financial aid system sets parental contributions as a percentage of this figure, with the proportion rising with the 
amount. The following chart tracks the amount that parents are expected to contribute to their dependent childôs 
education, based on a family of three: 
 

Figure Four: Expected Parental Contributions by Income in Ontario, 2006/0710 
Family Income Expected Contribution 

<$50,000 0 
$60,000 $510 
$70,000 $2,339 
$80,000 $4,918 
$90,000 $8,300 

$100,000+ $11,682 

                                                 
7 Ministry of Training, Colleges and Universities, Student Support Branch, 2007-2008 Student Eligibility and Financial Need 

Assessment Manual (Toronto: MTCU, 2006), p.59 
8 Ibid, p.37. 
9 Ibid, p.52. 
10 Fred Hemingway, ñParental contributions: easing the middle-class burden of access to post-secondary studyò (presentation to 

the CASFAA/Millennium Conference on Enhancing Access to Post-Secondary Education, Ottawa, Canada, September 16, 2006). 
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These figures are incorporated into their childôs need assessment calculations, regardless of whether parents 
contribute this amount or not. 
 
Loan Amounts 
 
The provincial government has set out a maximum loan amount for students accessing OSAP, at $350 per week for 
single students with no dependents, or $11,900 per year for student taking two terms of courses, or 34 weeks of 
study.11 As a consequence, many students that are assessed for higher needs are provided with only a portion of 
funds through OSAP to allow them to meet these financial needs.  
 
For example, through the need assessment chart in the previous section, a student could be reasonably assessed to 
have over $17,000 in legitimate costs. However, that student would receive a maximum of $11,900 in OSAP loans for 
the year based on this maximum loan allocation. 
 

Figure Five: Maximum Assistance from OSAP12 
Student Type Max. Weekly Max. for 34-week study 
Full-Time Single Dependent $350 $11,900 
Full-Time Single Independent $350 $11,900 
Full-Time with Spouse $545 $18,530 
Full-Time Single with Children $545 $18,530 
Part-Time (through CSL only) - $4,000 
Student at an approved university  
outside Canada (through CSL only) 

$210 $7,140 

 
 
Back-End Financial Assistance 
 
While up-front grants were absent from the Ontario post-secondary system for over a decade (from 1993 to 2005), 
one long-standing form of grant-based assistance is allocated to the heaviest borrowers in the OSAP system, 
through the Ontario Student Opportunity Grant (OSOG). These grants are allocated through debt reduction, so that 
borrowers will see their level of debt held to $7,000 for a two-term academic year. Students borrowing over $7,000 
are automatically provided the grant if they meet several eligibility requirements, so it does not require an application. 
The main requirements are that students must complete their registered terms on a full-time basis, their income must 
be verified, and they must not have defaulted on previous student loans.13 
 
The grant is used to pay down the Ontario portion of the Canada-Ontario Integrated Student Loan, and the funds are 
sent to the National Student Loans Service Centre (NSLSC). Students will not receive a cheque or any other form of 
funding, but a letter is sent to them indicating the amount of the grant. Under the OSAP annual loan limit of $11,900 
for single students, this can result in an annual grant of up to $4,900 per year. The grant is applied at the end of the 
academic year.14  
 

                                                 
11 OSAP website, ñMaximum Assistanceò; accessed online at http://osap.gov.on.ca/eng/not_secure/funds.htm#amount.  
12 Ibid. 
13 Provincial Auditor of Ontario, 2003 Annual Report of the Office of the Provincial Auditor of Ontario to the Provincial Assembly 

(Toronto: Queenôs Printer, 2003), 256. 
14 University of Toronto at Scarborough, ñOntario Student Opportunity Study Grant (Loan Forgiveness)ò; accessed online at 

http://www.utsc.utoronto.ca/~registrar/finaid/finresources/osap/osog.html.  

http://osap.gov.on.ca/eng/not_secure/funds.htm#amount
http://www.utsc.utoronto.ca/~registrar/finaid/finresources/osap/osog.html
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With an average OSAP loan of $7,600 in 2002/03,15 OSOG affects a significant proportion of student borrowers in the 
province, as most students with loans over $7,000 receive the grant. 
 
 
 
Assistance for Part-Time Students 
 
While OSAP assistance is disproportionately weighted towards full-time students, there is some assistance that is 
available to individuals studying part-time, who have less than a 60 per cent course load. Unlike loans for full-time 
students, which are an integrated loan from federal and provincial governments, this financial assistance is only 
funded by the federal government. Loans for part-time students are not subsidized, so borrowers must make interest 
payments while they are in study.16  
 
The federal government also provides some grants for certain students. The Canada Study Grant which is targeted 
towards high-need part-time students, including single parents, students with elderly dependents, and students with 
disabilities. The grant provides up to $1,200 in assistance per academic year. The Canada Study Grant for Students 
with Dependants provides up to $1,920 per year for part-time students.17  
 
Because assistance programs for part-time students only comprise a tiny proportion of the OSAP system, the 
remainder of this environmental scan primarily discusses the financial aid system for full-time students only. 
 
Loan Repayment and Interest Rates18 
 
Repayment Policies 
 
Student loans in Canada are repaid like a mortgage, where standard minimum monthly payments are established 
and made regularly until the loan is fully repaid with interest. This contrasts with other countries or jurisdictions, 
where loans are repaid based as a percentage of income, after a certain minimum wage threshold has been 
reached.19 
 
The loan repayment process begins six months after a student has completed full-time studies, whether it is due to 
graduation, transferring to part-time study, withdrawing from courses, or taking time off from post-secondary 
education. The government stops subsidizing the interest on student loans immediately after the student leaves their 
studies, so interest begins to accrue, but students are given a six-month grace period before they must begin 
repayment of their loans. The first loan repayment is due at the end of the sixth month after leaving full-time studies. 
 
During this six-month period, students must contact the National Student Loan Service Centre (NSLSC) to 
consolidate their loans and to set up a repayment schedule. Through consolidation, all of a studentôs loans over their 

                                                 
15 Provincial Auditor of Ontario, 2003 Annual Report of the Office of the Provincial Auditor of Ontario to the Provincial Assembly 

(Toronto: Queenôs Printer, 2003), 249.  
16 OSAP website, ñAssistance for Part-Time Studentsò; accessed online at 

http://osap.gov.on.ca/eng/not_secure/parttime.htm#PTCSL%20&%20Grants.  
17 OSAP website, ñCanada Study Grantsò; accessed online at http://osap.gov.on.ca/eng/not_secure/csg.htm.  
18 All information in this section is drawn from different pages on the CanLearn website, accessed online at 

http://www.canlearn.ca, unless otherwise specified.  
19 Alex Usher, ñGlobal Debt Patterns: An international comparison of student loan burdens and repayment conditionsò, (Toronto: 

Educational Policy Institute, 2005), 10.  

http://osap.gov.on.ca/eng/not_secure/parttime.htm#PTCSL%20&%20Grants
http://osap.gov.on.ca/eng/not_secure/csg.htm
http://www.canlearn.ca/
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years of study are combined into a single loan. The NSLSC provides a consolidation letter that details the interest 
rates on the studentôs loan, repayment schedule, and minimum monthly payments.20 
 
Upon consolidation, the maximum length of time a student can take to repay their loans (the amortization period) is 
10 years (counting the six-month grace period), or 114 months. The following chart details the monthly payments and 
total payments that a student would have to make if they had either the average debt load at graduation21 ($22,700), 
or if they had borrowed the maximum amount provided by OSAP per year ($7,000) for four years ($28,000). 
 

Figure Six: Monthly Payments on OSAP Loans over 10 years 
Loan Amount Monthly Repayment Total Repayment  Total Interest Paid 

$22,700 $303.05 $34,547.54 $11,847.54 
$28,000 $373.80 $42,613.70 $14,613.70 

 
Individuals encountering difficulty in meeting the monthly payments can apply for a revision of their terms of 
repayment, allowing them to take up to 15 years (174 months) to repay the full amount, thus reducing monthly 
payments.  
 

Figure Seven: Monthly Payments on a $28,000 OSAP Loan over 10 or 15 years 
Loan Amount Amortization Period Monthly Repayment Total Repayment  Total Interest Paid 

$28,000 10 years $373.80 $42,613.70 $14,613.70 
$28,000 15 years $296.97 $51,673.32 $23,673.32 

 
However, this also results in higher interest paid by the borrower over the extended period of time, in this case, 
$9,059.62 in additional interest charges on the same loan, which is over 2.5 years worth of monthly payments. 
 
Interest Rates 
 
OSAP loans consist of two separate loans from the federal and provincial student loan programs, integrated into a 
single loan known as a Canada-Ontario Integrated Student Loan. With an OSAP loan actually consisting of two loans 
from different sources, there are two separate interest rates charged on OSAP loans, with different rates charged on 
the portions of the loan funded by the federal and provincial governments. Students can select to negotiate a fixed or 
floating rate of interest with their loan providers.  
 
The interest rates that are charged on student loans vary, however, at the time of writing. The Canada Student Loan 
portion of the loan is charged Prime + 2.5 per cent for loans with a floating interest rate, and Prime + 5 per cent for 
loans with a fixed interest rate. The Ontario Student Loan portion is charged Prime + 1.0 per cent.22 At the time of 
writing, the 6.25 per cent prime lending rate resulted in interest rates on student loans of 8.75 to 11.25 per cent for 
Canada Student Loans, and 7.25 per cent for Ontario Student Loans.  
 
Assistance for Borrowers Encountering Financial Difficulty23 
 

                                                 
20 These policies differ slightly for students who received loans before August 1, 2001, as there were changes in the integration 

of Canada Student Loans and Ontario Student Loans. Information about policies for pre-2001 borrowers have been omitted here 

for simplicity.  
21 Canada Millennium Scholarship Foundation, ñThe Price of Knowledge 2004: Ontarioò; accessed online at 

http://www.millenniumscholarships.ca/en/research/pokon.asp.  
22 University of Toronto Admissions and Awards website, ñRepaying your full-time student loansò; accessed online at 

http://www.adm.utoronto.ca/fa/counselling/loan_repayment.htm.  
23 All information in this section is drawn from various pages on the CanLearn website, accessed online at 

http://www.canlearn.ca, unless otherwise specified. 

http://www.millenniumscholarships.ca/en/research/pokon.asp
http://www.adm.utoronto.ca/fa/counselling/loan_repayment.htm
http://www.canlearn.ca/
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There are various measures in place if an individual faces difficulty in repaying their student loans, ranging from 
spreading payments over a longer period of time, and six-month periods of interest relief, to some loan forgiveness 
for borrowers encountering prolonged periods of financial difficulty. These include: 
 
Á Revision of Loan Terms (to reduce monthly payments) 
Á Interest Relief & Extended Interest Relief 
Á Debt Reduction in Repayment 
Á Permanent Disability Benefits 

 
Revision of Loan Terms 
 
As noted in the above section on Repayment Policies, borrowers can apply to extend the amortization period of their 
loans to a length of up to 15 years, or 174 months. This results in lower minimum monthly payments, but also higher 
interest costs to service the loan. 
 
Interest Relief and Extended Interest Relief 
 
Interest relief programs are aimed at assisting borrowers who face temporary difficulty in meeting their monthly loan 
obligations. Borrowers can apply to receive six-month periods of interest relief, where they do not need to make 
monthly payments on their loan, and interest on the loans will not accrue during that time (interest is paid by the 
government). If payments are made during periods of interest relief, they are applied against the borrowerôs 
outstanding capital. Up to five periods of interest relief totaling 30 months can be granted. 
 
Applicants must meet certain income criteria to receive the interest relief, and must also be residing in Canada. The 
program is also offered to members of the Armed Forces and participants in international internship programs who 
may be living abroad.  
 
For up to five years after a student has left full-time studies, they are also eligible for Extended Interest Relief, which 
extends interest relief periods to up to 54 months from the time of leaving studies.  
 
Debt Reduction in Repayment 
 
Debt reduction programs are available to borrowers who face long-term financial difficulties, and have exhausted all 
available interest relief. This is typically provided to borrowers who have been out of school for over five years, and 
reduces both the loan principal and interest, so that monthly payments are reduced.  
 
At present, both the provincial and federal governments operate their own debt reduction programs, because of the 
separation between the Canada Student Loan and Ontario Student Loan programs up until 2001. A debt reduction 
program for Canada-Ontario Integrated Student Loans will be available after 2006, as five years will have passed for 
the first integrated loan borrowers from 2001 who face long-term difficulties in repayment.24  
 
Funds are provided by the provincial and/or federal governments to the borrowerôs financial institution that holds the 
loan, so borrowers do not receive a cheque or any payment. There are numerous qualification requirements around 
income, loan status, and Canadian residency, amongst other things, in order to receive either provincial or federal 
debt reduction. 
 
Provincial Debt Reduction. Up to three debt reductions are provided:25 

                                                 
24 Ontario Student Assistance Program website, ñDebt Reduction in Repayment (DRR)ò; accessed online at 

http://osap.gov.on.ca/eng/not_secure/DRR.htm.  
25 Ibid. 

http://osap.gov.on.ca/eng/not_secure/DRR.htm


11 

 First reduction: up to $4,300 
 Second reduction: up to $2,200 
 Third reduction: up to $2,200 
 
Federal Debt Reduction. Up to three debt reductions are provided: 
 First reduction: up to $10,000 
 Second reduction: up to $10,000 
 Third reduction: up to $6,000 
 
Borrowers must wait 12 months after a debt reduction before further debt reduction can be requested. In that time, 
monthly payments must be made.  
 
 
 
 
 
Permanent Disability Benefits 
 
Both the provincial and federal loan programs offer complete loan forgiveness for borrowers who have a permanent 
disability that is expected to reduce the individualôs earning capacity over their lifetime. Applicants must have 
exhausted all available interest relief in order to apply.26   
 
Consequences for Students in Default 
 
If students do not make the required payments on their OSAP loans, they are considered in default, and face the 
same types of consequences as other types of loan defaults. Students may be reported to a credit agency and their 
credit rating will be adversely affected, a private loan collections company may be engaged to recover the loan, 
income tax refunds may be withheld, individuals may not be eligible for student loans in the future, and legal action 
may be taken.27  
 
Bankruptcy Policies 
 
Students who are unable to repay their student loans face greater difficulties to access bankruptcy protection than 
individuals holding other forms of debt. Due to legislation introduced in 1998, an individual cannot be released from 
their student loan obligations if they file for bankruptcy, until ten years after the completion of their studies.28 
 
Access Grants 
 
Up-front grants were re-introduced into the Ontario financial assistance system in 2005, after an absence of about 12 
years. The grants are funded by either the provincial government, federal government, or Canada Millennium 
Scholarship Foundation, and are currently only available to first- or second-year students from low-income families. 
They are administered through the centralized OSAP application process, and therefore grant funding is not provided 

                                                 
26 Ontario Student Assistance Program website, ñMedical Loan Forgiveness Programò; accessed online at 

http://osap.gov.on.ca/eng/not_secure/repay.htm#medical%20L4G.  
27 CanLearn website, ñRegarding Defaults and Bankruptcyò; accessed online at http://www.canlearn.ca/cgi-

bin/gateway/canlearn/template.asp?a=student&l=en&sc=pay/repay/ON/ft/public/repay_loan/defaults_bankruptcy.shtml 

and University of Toronto Admissions and Awards, ñRepaying your full-time student loansò; accessed online at 

http://www.adm.utoronto.ca/fa/counselling/loan_repayment.htm.  
28 CanLearn website, ñRegarding Defaults and Bankruptcyò; accessed online at http://www.canlearn.ca/cgi-

bin/gateway/canlearn/template.asp?a=student&l=en&sc=pay/repay/ON/ft/public/repay_loan/defaults_bankruptcy.shtml.  

http://osap.gov.on.ca/eng/not_secure/repay.htm#medical%20L4G
http://www.canlearn.ca/cgi-bin/gateway/canlearn/template.asp?a=student&l=en&sc=pay/repay/ON/ft/public/repay_loan/defaults_bankruptcy.shtml
http://www.canlearn.ca/cgi-bin/gateway/canlearn/template.asp?a=student&l=en&sc=pay/repay/ON/ft/public/repay_loan/defaults_bankruptcy.shtml
http://www.adm.utoronto.ca/fa/counselling/loan_repayment.htm
http://www.canlearn.ca/cgi-bin/gateway/canlearn/template.asp?a=student&l=en&sc=pay/repay/ON/ft/public/repay_loan/defaults_bankruptcy.shtml
http://www.canlearn.ca/cgi-bin/gateway/canlearn/template.asp?a=student&l=en&sc=pay/repay/ON/ft/public/repay_loan/defaults_bankruptcy.shtml
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in addition to loans. Through the combination of Millennium-Ontario Access Grants and Canada Access Grants, first-
year students are eligible for up to 100 per cent of their tuition, up to $6,000, and second-year students can receive 
up to 50 per cent, or $3,000 of tuition. 
 
Millennium-Ontario Access Grants 
 
The Millennium-Ontario Access grants are provided to first-year students, and cover between 25 and 50 per cent of 
the costs of tuition, up to $3,000 in assistance. The funds are jointly provided by the Ontario provincial government 
and the Canada Millennium Scholarship Foundation.29  
 
The Millennium Scholarship Foundationôs funding is part of a four-year project that will be evaluated by the 
Foundation in order to gauge whether providing low-income students with more grants will increase their participation 
in post-secondary education.30 This evaluation is carried out by the Foundationôs research division, in partnership 
with other research organizations. 
 
The amount of funding provided is dependent on parental income and family size, with the maximum amount 
allocated to students whose parents qualified for the National Child Benefit supplement (at a cut-off of $36,440 for a 
family of three in 2006/07), with smaller amounts provided to students with higher family incomes. The funding 
distribution for the Millennium/Ontario Access Grant is as follows: 
 

Figure Eight: Millennium/Ontario Access Grant for First Year Students: Grant Allocation, 2006/0731 
 Percentage of tuition costs funded by grant 
# of dependent children 50 per cent 50 to 25 per cent 25 per cent 

1 $36,440 or less $36,441 to $47,000 $47,001 to $70,100 
2 $36,440 or less $36,441 to $52,500 $52,501 to $74,800 
3 $36,440 or less $36,441 to $57,500 $57,501 to $79,800 
4 $41,336 or less $41,337 to $62,000 $62,001 to $84,800 
5 $46,267 or less $46,268 to $65,500 $65,501 to $89,800 

 
Canada Access Grants 
 
In 2004, the Government of Canada created two new grants, Canada Access Grants (CAGs) to financially assist low-
income students in their first year of study, and students with permanent disabilities. These were created to increase 
the accessibility to post-secondary education for students with a high level of need.32 CAGs are available to eligible 
students and do not have to be repaid. However, the money is considered taxable income and will appear on the 
next yearôs income tax return. The eligibility of the CAGs are assessed at the time when a student applies for a 
student loan, and is based on their financial need and the student loan eligibility. 
 

                                                 
29 OSAP website, ñMillennium/Ontario Access Grantò; accessed online at 

http://osap.gov.on.ca/eng/not_secure/Mill_OAG.htm.  
30 Ministry of Training, Colleges and Universities and the Canada Millennium Scholarship Foundation, ñLow-Income Ontario 

Students to Benefit from New Tuition Grantsò, August 16, 2005; accessed online at 

http://www.cnw.ca/en/releases/crchive/August2005/16/c0596.html.  
31 York University presentation, ñGuidance Counsellors Dayò, p.7; accessed online at 

http://www.yorku.ca/web/futurestudents/gcd/presentations/Financial_Aid.pdf.  
32 CanLearn website, ñCanada access Grants and Canada Study Grantsò, 2004; accessed online at 

http://www.canlearn.ca/en/Multimedia/nslsc/pdf/CAG_CSG_EN.pdf.  

http://osap.gov.on.ca/eng/not_secure/Mill_OAG.htm
http://www.cnw.ca/en/releases/crchive/August2005/16/c0596.html
http://www.yorku.ca/web/futurestudents/gcd/presentations/Financial_Aid.pdf
http://www.canlearn.ca/en/Multimedia/nslsc/pdf/CAG_CSG_EN.pdf
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Canada Access Grants for Students from Low-Income Families can cover up to one-half of studentsô tuition costs, to 
a maximum of $3,000. They cannot exceed the Canada portion of the Canada-Ontario Student Loan assistance 
students are eligible to receive, which is 60 per cent of studentsô assistance.33  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The table below shows income ceilings by family size.34 
 

Figure Nine: Family Net Income Ceilings in 2006/07 

Canada Access Grants for Students from Low-Income Families (3) 

Number of dependent children that parents have (1) 0-3 4 5 

Parentsô net income (2) $36,440 $41,336 $46,267 

(1) Number of dependent children, including the applicant, identified in Item 805 or Item 014 of the OSAP application. 
(2) Net income (from Line 236 of the Income Tax form) of the applicantôs father, stepfather, legal guardian or official 
sponsor plus the applicantôs mother, stepmother, legal guardian, or official sponsor as identified on the OSAP 
Application. 
(3) Higher income ceilings are in effect for families with more than five dependent children. 
 
Ontario Access Grant 
 
Ontario Access Grants are non-repayable forms of assistance that are provided to students in their second year of 
undergraduate study. The grants can cover between 25 and 50 per cent of a studentôs tuition, to a maximum of 
$3,000. The grants are available to students with family incomes of up to $74,800 for a two-child family.35 
 
Income Tax Study Credits 
 
Income tax credits are forms of financial assistance provided to students through reductions on the amount of income 
tax they must pay. They are provided to all students regardless of need or family income. The types of non-
refundable tax credits that apply to students are interest paid on loans, and for the tuition and education amounts.36 
The purpose of the education tax credit is to assist students by reducing the student's income tax by reference to the 

                                                 
33 OSAP website, ñCanada Access Grantsò, September 25, 2006; accessed online at 

http://osap.gov.on.ca/eng/not_secure/CAG.htm.  
34 Ibid. 
35 OSAP website, ñOntario Access Grantsò, accessed online at http://osap.gov.on.ca/eng/not_secure/OAG.htm.  
36 Canada Revenue Agency, ñStudents and Income Taxò, January 31, 2006; accessed online at  

http://www.cra-arc.gc.ca/E/pub/tg/p105/p105-e.html#P145_11014.  

http://osap.gov.on.ca/eng/not_secure/CAG.htm
http://osap.gov.on.ca/eng/not_secure/OAG.htm
http://www.cra-arc.gc.ca/E/pub/tg/p105/p105-e.html#P145_11014
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number of months that the student is enrolled in a qualifying educational program at a designated educational 
institution.37  
 
The following is a case study of how the federal tax credits would benefit a student with tuition fees of $5,000: 
 

Figure Ten: Federal Tax Credit Calculation ð Case Study38 
Step One: Claim tuition fees $5,000 
Step Two: Claim education amount 

$400 per month full-time 
$120 per month part-time 

$3,200 

Step Three: Multiply total amount by credit rate 
15.25 per cent in 2006 

$1,250.50 

 
This student would receive a $1,250.50 benefit on their federal taxes. For their provincial tax, there would be a credit 
of $1,766.39 
 
If the amount of taxes owed by a student is greater than their amount of tax credits, then benefits accrue in the same 
year. If the student has more tax credits than the amount of tax owed, then they can transfer their credits to a parent, 
grandparent, spouse, or common-law partner, or carry them forward to a future year.40 Because students often have 
low incomes, their tax responsibilities are also often low and they therefore cannot immediately benefit from their tax 
credits.  
 
Registered Education Savings Plans (RESPs) 
 
A Registered Education Savings Plan (RESP) is a type of savings account created with a financial institution that 
grows tax free until the student is ready for post-secondary education.41 RESPs are usually created by parents or 
other family members on behalf of a beneficiary to pay future educational costs. The subscriber generally makes 
contributions to the RESP, which will earn income. The contributions are usually named for one or more beneficiaries 
and the financial institution usually pays the income earned on the contributions to the beneficiaries in the form of 
educational assistance payments (EAPs).42  
 
The maximum annual contribution to an RESP is $4,000, and the lifetime contribution limit is $42,000 per 
beneficiary.43 Unlike the Registered Retirement Savings Plans (RRSPs), the RESP contributions cannot be deducted 
from the income of the subscriber on their income tax returns. 
 

                                                 
37 Canada Revenue Agency, ñEducation Tax Creditò, September 6, 2002; accessed online at  

http://www.cra-arc.gc.ca/E/pub/tp/it515r2/it515r2-e.html. Qualifying educational program and designated educational 

institution are defined on this site.  
38 Christine Neill, ñTuition and education tax creditsò (presentation to the CASFAA/Millennium Conference on Enhancing Access 

to Post-Secondary Education, Ottawa, Canada, September 16, 2006). 
39 Ibid. 
40 Canada Revenue Agency, ñStudents and Income Taxò, January 31, 2006; accessed online at 

http://www.cra-arc.gc.ca/E/pub/tg/p105/p105-e.html.  
41 CanLearn website, ñRegistered Education Savings Plan ï Frequently Asked Questionsò; accessed online at 

http://canlearn.ca/en/parent/save/growmoney/investing_101/invest_options/resp/rfaq.shtml.  
42 Canada Revenue Agency, ñ Registered Education Savings Planò, January 31, 2006; accessed online at  

http://www.cra-arc.gc.ca/E/pub/tg/rc4092/rc4092-e.html.  
43 Council of Ontario Universities, ñReport From the COU Task Force on Student Assistanceò, Section D, October 2001; accessed 

online at http://www.cou.on.ca/content/objects/Report_Section%20D.pdf.  

http://www.cra-arc.gc.ca/E/pub/tp/it515r2/it515r2-e.html
http://www.cra-arc.gc.ca/E/pub/tg/p105/p105-e.html
http://canlearn.ca/en/parent/save/growmoney/investing_101/invest_options/resp/rfaq.shtml
http://www.cra-arc.gc.ca/E/pub/tg/rc4092/rc4092-e.html
http://www.cou.on.ca/content/objects/Report_Section%20D.pdf
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The beneficiary can start receiving the EAPs as soon as they are enrolled in a qualifying educational program. 
Qualifying educational programs include apprenticeships, and programs offered by a trade school, CEGEP, college 
or university.  
 
If the beneficiary does not pursue post-secondary education, the subscriber is able to:44 
 

 Wait for a period of time, he or she may decide to continue studying later; 

 Use the money for a brother or sister who does continue education after high school; 

 Transfer the money into a Registered Retirement Savings Plan (RRSP) to help you save for your retirement;  

 Withdraw the money. 
 
Subscribers can contribute to the RESP for up to 22 years after a non-family plan has been opened and up to the 
year in which the beneficiary turns 21 years of age in a family plan and must be terminated by the end of the 26th 
year.45 Contributions made to an RESP are not tax deductible, and are not taxed when returned to the subscriber, but 
the money grows tax free until the money is used. 
 
Individuals with RESPs can also benefit from other savings incentives provided by the federal government, including 
Canada Education Savings Grants and the Canada Learning Bond, which are described next. 
 
Canada Education Savings Grants (CESGs) 
 
The Canada Education Savings Grant provides contributions to an individualôs RESP up to the age of 17. The grant 
provides 20 cents for every dollar for the first $2,000 of annual RESP savings, or $400 per year in non-repayable 
assistance. For children aged 15 and older, RESP contributions must be made before December 31 in the year they 
turn 15.46  
 
This amount of CESG assistance increases for lower-income families, as illustrated in the chart below. The income 
brackets are adjusted each year according to the rate of inflation.47 
 

Figure Eleven: Additional CESGs provided for Lower-Income Families48 
Net Family Income Level Additional Assistance Provided Maximum Additional  

Assistance per year 
Below $36,378 40 cents for each dollar on the first  

$500 saved in an RESP each year 
$200 

$36,378 to $72,756 30 cents for each dollar on the first  
$500 saved in an RESP each year 

$150 

Above $72,756 No additional assistance provided n/a 
 
The grants and accumulated earnings will be part of the educational assistance payments paid out of the plan to the 
beneficiary. The maximum CESG amount that a beneficiary can receive is $7,200.49 
 
Canada Learning Bond 

                                                 
44 Ibid.  
45 Ibid. 
46 CanLearn website, ñThe Canada Education Savings Grantò; accessed online at 

http://canlearn.ca/en/parent/save/growmoney/investing_101/invest_options/resp/cesg/index.shtml.  
47 Ibid. 
48 Ibid. 
49 Canada Revenue Agency, ñ Registered Education Savings Planò, January 31, 2006; accessed online at  

http://www.cra-arc.gc.ca/E/pub/tg/rc4092/rc4092-e.html. 

http://canlearn.ca/en/parent/save/growmoney/investing_101/invest_options/resp/cesg/index.shtml
http://www.cra-arc.gc.ca/E/pub/tg/rc4092/rc4092-e.html
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The Canada Learning Bond provides $500 in one-time assistance into an RESP for a child born after 2003 from a 
low-income family. Qualification is based on if the child qualifies for the National Child Benefit Supplement, which is 
generally available for families with incomes below $35,595 (updated annually based on the rate of inflation). The 
child can receive an additional $100 per year for up to 15 years if their family continues to qualify for assistance. The 
lifetime assistance limit for the Canada Learning Bond is $2,000 per child.50 
 
Canadian Millennium Scholarship Foundation ð Bursaries 
 
In Ontario, the Canada Millennium Scholarship Foundation offers $3,000 bursaries to students who have high 
financial need. This is separate from the Millennium-Ontario Access Grants that are only provided to first-year 
students from low-income families. Ontario students who receive Millennium Bursaries will see this amount counted 
in their need assessment, so their need decreases by $3,000. In order to address concerns about this claw-back of 
aid, the provincial government provides a $500 top-up to Millennium Bursary recipients.51 
 
 
Institutional Financial Aid  
 
Financial aid provided by institutions is funded by numerous sources, including private donors, the provincial 
government, and students themselves. The provincial governmentôs share has been provided through donation-
matching programs including the Ontario Student Opportunity Trust Fund, which has since been renewed with some 
modifications as the Ontario Trust for Student Support.52 Since 1996/97, students have contributed to institutional 
financial aid pools through the tuition set-aside program, which requires a percentage of revenue from tuition 
increases to be set aside for locally-delivered financial aid. This percentage was set at 10 per cent for 1996/97, and 
was increased to 30 per cent from 1997/98 onwards. The tuition set-aside continues to be in effect for 2006/07.53  
 
Institutional financial aid can be provided to students in the form of bursaries, work-study programs (which provide 
students with up to $1,000 in paid employment per term), student employment between academic terms, grants, or 
loans.54  
 

                                                 
50 CanLearn website, ñThe Canada Learning Bondò; accessed online at 

http://canlearn.ca/en/parent/save/growmoney/investing_101/invest_options/resp/clb/index.shtml.  
51 Institute of Intergovernmental Relations, Canada Millennium Scholarship Foundation: Evaluation of the Foundationôs 

Performance, 1998-2002 (Kingston: Queenôs University, 2003), p.45; accessed online at 

http://www.millenniumscholarships.ca/images/Reports/evaluation_en.pdf.  
52 Ministry of Training, Colleges and Universities, ñMcGuinty Government creates new trust to enhance accessò (Toronto: MTCU, 

2006); accessed online at http://ogov.newswire.ca/ontario/GPOE/2005/11/09/c2789.html.  
53 Ministry of Training, Colleges and Universities, Student Support Branch, 2006-2007 Student Eligibility and Financial Need 

Assessment Manual (Toronto: MTCU, 2006), 98. 
54 OSAP website, ñOther options for financing your educationò; accessed online at 

http://osap.gov.on.ca/eng/not_secure/funds.htm#Other%20Options%20for%20Financing%20Your%20Education; Ministry of 

Training, Colleges and Universities, Student Support Branch, 2006-2007 Student Eligibility and Financial Need Assessment 

Manual (Toronto: MTCU, 2006), p.98.  

http://canlearn.ca/en/parent/save/growmoney/investing_101/invest_options/resp/clb/index.shtml
http://www.millenniumscholarships.ca/images/Reports/evaluation_en.pdf
http://ogov.newswire.ca/ontario/GPOE/2005/11/09/c2789.html
http://osap.gov.on.ca/eng/not_secure/funds.htm#Other%20Options%20for%20Financing%20Your%20Education
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OUSAõS SYSTEM VISION FOR STUDENT FINANCIAL ASSISTANCE 
 
Introduction: The Current Context 
 
The typical Ontario university campus in 2006 would be unrecognizable to medieval scholars at the first universities 
in Bologna and Oxford. No longer the sole domain of the financially privileged or the intellectual elite, it is now 
virtually a necessity for young people to attend a post-secondary institution in order to obtain steady employment and 
opportunity over the course of their lives. The provincial government has frequently stated that in the coming years, 
70 per cent of new jobs will require some form of post-secondary education or training, and has based its access 
improvement programs on this projection.55 Higher education is shifting towards a mass program that will be taken up 
by the majority of people, and there are many shifts in policy and programming that have been, and must continue to 
be made in order for post-secondary institutions to fulfill this changing role.  

 
One major area that must shift in relation to the changing role and audience of post-secondary education is the 
student financial aid system. At present, individuals from higher-income backgrounds are accessing the post-
secondary system at a much greater rate than their lower-income counterparts.56 In order for the post-secondary 
participation rate to increase, governments must ensure that financial aid is available to the students from lower-
income groups, as well as adult learners, part-time students, and other individuals for whom finances are a barrier to 
access.  
 
The expansion of the post-secondary system is not simply needed for reasons of social equity, but for demographic 
reasons as well. Statistics Canada forecasts show that there will be a decline in the number of young people over the 
next two decades, as the so-called óecho boomô passes out of the 18-24 age demographic. By 2026, they project 
330,600 fewer young people aged 15 to 24, which will have a significant effect on the post-secondary sector and the 
workforce in general.57 The Canada Millennium Scholarship Foundation has advocated increasing enrollment and 
participation among groups that are traditionally under-represented in the post-secondary system, particularly low-
income Canadians, as a strategy to address the future labour shortage.58  
 
 
Three Pillar Approach: OUSAõs Vision of the Role of Student Financial Assistance 
 
OUSAôs analysis and recommendations in this paper are guided by our óThree Pillarô approach to the funding of 
higher education. This perspective sees three core elements supporting the post-secondary system, namely 
government operating grants, tuition paid by students, and government financial aid programs to provide assistance 
to those who cannot afford the costs of attending university or college. While government funding and tuition provide 
the bulk of funding for university operations, the system is untenable without an effective financial aid program to 
ensure that students who are unable to pay tuition and other educational costs are not excluded from the system.  
 
As a public investment, both university operating funding and financial aid programs are a way of assisting young 
people when they need it the most, at the start of their adult lives when they face costs in order to obtain an 
education and start their careers, but lack the funds to pay. The investments in student financial aid will be repaid by 
the contributions that a well-educated member of society makes over their lifetime through tax contributions and 

                                                 
TP

55
PT Louise Brown, ñWhat will bring students to university?ò Toronto Star, February 8, 2006; accessed online at 

HTUhttp://www.thestar.com/NASApp/cs/ContentServer?pagename=thestar/Layout/Article_Type1&c=Article&cid=113935261983

8&call_pageid=968350130169&col=969483202845UTH 
56 Canada Millennium Scholarship Foundation, ñRaising Expectationsò (presentation to CMSF Annual General Meeting, 

September 14, 2006, Ottawa), p.10; accessed online at 

http://www.millenniumscholarships.ca/images/news/AGM_2006_EN.pdf. 
57 Ibid, .6.  
58 Ibid, .9.  

http://www.thestar.com/NASApp/cs/ContentServer?pagename=thestar/Layout/Article_Type1&c=Article&cid=1139352619838&call_pageid=968350130169&col=969483202845
http://www.thestar.com/NASApp/cs/ContentServer?pagename=thestar/Layout/Article_Type1&c=Article&cid=1139352619838&call_pageid=968350130169&col=969483202845
http://www.millenniumscholarships.ca/images/news/AGM_2006_EN.pdf
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public participation, and will far outweigh the costs incurred by a poorly educated and economically dependent 
populace. OUSA also believes that because it provides assistance specifically geared to the situation of each 
student, a well-designed financial aid system has a much greater potential to provide social equity than other 
possible programs in the post-secondary system, including tuition reductions.  
 
As the metaphor of three pillars suggests, each of the three elements must be balanced with each other in order to 
maintain a functional system. Changes to one element in the system, such as tuition, must be balanced with changes 
in the student financial aid system in order to ensure that some students are not left behind as tuition creeps 
upwards. However, this system has been in imbalance for a long period of time. Between 1990 and 2005, the 
proportion of university costs shouldered by students and their families steadily grew from 21.9 per cent to 45 per 
cent, while government funding has declined. In the case of student financial aid, the amount of aid available to 
students has sunk lower, eroded by rising tuition and lack of responsiveness to inflation. 
 

Figure One: University Provincial Operating Grants and Tuition Fee Revenue, 1990/91 to 2004/0559 
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As these figures suggest, students have been shouldering an increasingly heavy proportion of educational costs. 
This indicates that the financial aid system is even more important to ensure that students can pay for their 
education.60 
 
On the operational side of the financial aid system, OUSA suggests that the government set goals and objectives for 
the financial aid system to achieve, and continually assess whether the OSAP and other element of the financial aid 
system are meeting those objectives. The goal is not to make the financial aid system a self-supporting business, but 
rather to ensure that the system is providing sufficient funding for the students that need it the most, and is making 
the best and most effective use of financial aid dollars.  
 

                                                 
59 Council of Ontario Universities, Ontario Universities ï 2007 Resource Document (Toronto: COU, 2007), 1. Chart generated as a 

result of data provided in Resource Document.  
60 Current data, as of 2004/05, indicates students at Ontario universities contribute approximately 45 per cent of university 

operating grants through tuition. In contrast, the university average amongst the other nine provinces is 29.6 per cent. For more 

information, please refer to Ontario Universities Resource Document-2007, ñPercent University Operating Income by Source of 

Income- Provincial Comparison,ò (Toronto: COU, 2007), 15. 

 



19 

In order to provide assistance to students that will be responsive to their particular needs, OUSA sees a significant 
component of the financial aid system as centered at their institutional financial aid offices. Staff at these offices have 
much greater familiarity with the circumstances facing their institutionôs students, and have the ability to interact with 
them on a personal basis. This also provides students with the opportunity of more face-to-face contact with the 
financial aid system, and decision-making that would be more sensitive to their local needs and situations. 
 
Access Improvement Programs 

 
A crucial component of OUSAôs vision for the financial aid system is access improvement programs. These are not 
necessarily programs that provide money to students, but have similar goals as the financial aid system as a whole, 
in seeking to increase access to opportunity through post-secondary education. For more about OUSAôs 
recommendations around improving access, please see our policy paper on early outreach programs.  
 
With this approach to the higher education system in mind, in the next chapter OUSA sets principles underlying our 
perspectives and recommendations on the financial aid system. 
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PRINCIPLES FOR THE STUDENT FINANCIAL AID SYSTEM 
 
General Principles 
 
The following principles outline OUSAôs vision of the ideal role that the student financial aid system as a whole should 
play in the higher education system.  
 

Principle One: All willing and qualified students must be able to access and have the tools to excel in 
Ontarioõs post-secondary system. 

 
As noted in the introduction, this is OUSAôs core belief about the financial aid and higher education system as a 
whole. Student financial aid is a core part of the equation, and the development of a strong financial aid system is a 
continuing theme in our principles and recommendations. The financial aid system must provide sufficient funding for 
students to attend post-secondary education and devote their attention to their studies. OUSA sees the inadequate 
amounts of financial assistance, which force students to take on long hours of employment to meet their costs, as not 
fulfilling this principle.  
 

Principle Two: Comprehensive and student-friendly financial aid program design is vital to the success of 
the university system in Ontario.  

 
The financial aid system should be carefully designed to offer the best provision of aid and user-friendliness to 
students in Ontario, and it should be comprehensive, so that no students or groups of students are excluded. It must 
also be continually evaluated and reviewed to ensure that the design of the financial aid system is continuing to fulfill 
its role, and keeps pace with changes in the post-secondary system, both in relation to policy changes and 
demographic shifts.  
 

Principle Three: The funding, tuition and financial aid structure in Ontario must guarantee the accessibility, 
affordability and quality of higher education for all students.  

 
There are certain core goals that OUSA believes that the student financial aid system in Ontario should seek to 
achieve, namely accessibility, affordability, and quality. First, the financial aid system should seek to increase access 
to post-secondary education, particularly amongst students who would otherwise be barred from obtaining a degree 
for financial reasons. Second, the financial aid system should be affordable, meaning that if loans are part of a 
studentôs aid package, the repayment policies should be manageable and affordable, and not lead students to a 
lifetime of indebtedness. Last, the financial aid system should also promote a high-quality education, by not 
supplanting or sapping funding from other important areas of universitiesô operations. 
 

Principle Four: The financial aid program must be designed to maximize student ease-of-use while 
minimizing operating cost.  

 
Another general principle guiding OUSAôs recommendations for student financial aid is that the system should aim to 
be simple and easy to use. The goal is for a system that not only provides easy access to information for students, 
but is also efficient and cost-effective in administration, so that the maximum amount of resources can be devoted to 
students themselves. Information about the financial aid system should target students both during and before their 
university careers, so they can incorporate this knowledge into their financial planning for university. 
 
As will be discussed later in the paper, the current financial aid system is exceedingly complex, involving the federal 
government, the provincial government, universities and third-party organizations, and consisting of loans, grants, 
need-based awards, merit-based awards, and tax credits. A guiding principle for changes to the current system 
should be towards greater simplicity for users and in administration.  
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Funding of Financial Aid 
 

Principle Five: The financial aid system is a publicñand therefore governmentñresponsibility.  

 
As stewards of the citizens of Ontario, the provincial government has both a responsibility to its citizens and is in the 
best position to provide a system of student support that is administered as an investment in both students and in the 
overall economic and social viability of the province. The governmentôs returns on investing in student financial aid 
accrue over decades, and the financial aid system should therefore not be treated as a financially self-sustaining 
business.  

 

Principle Six: The student financial aid system must provide accountability and transparency to the public.  

 
While OUSA believes that the financial aid system should not be seen as a profit-making enterprise, this does not 
suggest that OSAP should be financially profligate, either. There is little question about the importance of student 
financial aid programs, however it must also be recognized that they are extremely expensive to run, costing about 
$5 billion annually across the country.61 Alongside the push for greater accountability from universities for public 
investments, the government and the OSAP system must also be required to provide accountability for financial aid 
dollars. This is aimed at ensuring that the system is achieving its mandated outcomes of providing assistance to the 
students who need it the most. Accountability and transparency measures should be seen as part of continuing 
efforts to improve the financial aid system.  
 

Principle Seven: The distribution of financial aid dollars should be done in an equitable and student-centered 
manner.  

 
Because different universities have varying sizes of alumni pools and levels of fundraising capacity to draw upon, 
some universities will almost inevitably outperform others in attracting private donations for scholarships, bursaries, 
and other forms of financial aid. Nevertheless, OUSA believes that a general principle guiding government funding of 
financial aid should be the equitable distribution of funds to students across the province. Access to government 
financial aid in this province should not be unduly influenced by the institution that one attends. This is particularly 
applicable in the case of programs where private donations to an institution are matched by the government, such as 
the Ontario Trust for Student Support (OTSS), and its predecessor, the Ontario Student Opportunity Trust Fund 
(OSOTF).  
 
Eligibility 
 

Principle Eight: To ensure equitable university access for all Ontarians, financial aid must be available to all 
students in need.  

 
The distribution of aid to all students in need is one of the most important principles that should underlie the student 
financial aid system. OUSA believes that students with legitimate need should not be barred from the financial aid 
system due to policies that prevent certain types of students from receiving financial aid, inaccurate needs-
assessment calculations, or other reasons. It is entirely unacceptable that any qualified student be prevented from 
attending university due to a lack of up-front financial resources.  
 
 

                                                 
61 Ross Finnie, Alex Usher and Hans Vossensteyn, ñMeeting the need: a new architecture for Canadaôs student financial aid 

systemò Policy Matters 5(7), August 2004, 8.  
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Principle Nine: Financial aid should be distributed primarily on the basis of student need.  

 
In order to ensure the most equitable distribution of assistance, OUSA believes that financial aid should be 
distributed primarily on the basis of student need. This would prioritize the distribution of government financial aid 
funding toward meeting unmet financial need (the amount of money needed to fund educational costs after taking an 
individualôs financial resources into account), over other forms of financial aid such as scholarships and awards. 
Furthermore, aid distribution should prioritize students with the greatest financial need, particularly for non-repayable 
forms of assistance. While many individuals and private organizations fund merit-based awards and scholarships, the 
government has the unique ability to run financial aid programs on a society-wide level, and should use this role to 
advance the goals of equality of opportunity.  
 
Furthermore, there is a growing consensus amongst education policy analysts that merit-based financial aid 
programs, where funding is distributed according to academic performance and without means-testing, tend to direct 
money to students from more affluent families who can afford the costs of education. This can often divert money 
from programs to provide assistance to students from lower-income families. While these programs are politically 
popular, many researchers and commentators note that this is not the most intelligent or equitable way to distribute 
public financial aid dollars.62 OUSA therefore believes that government-funded financial aid should be primarily 
directed towards student need, rather than merit-based awards. 
 

Principle Ten: The student financial aid system should incorporate some flexibility to address individual or 
program circumstances.  

 

While the financial aid system is a large and complex collection of policies, programs and administration, it must not 
be so rigidly bureaucratic as to leave some students in the lurch because they do not fit neatly into an administrative 
category. This creates more access barriers to individuals who likely face other barriers to post-secondary 
participation. OUSA believes that there should be some flexibility in the financial aid system where customized 
assistance can be provided to the small number of students who face particular circumstances. This could include 
people facing unexpected or disproportionately high costs that are currently not accommodated in the need 
assessment, many of whom are currently barred from the financial aid system. As will be detailed later in the paper, 
the OSAP appeals process, which is largely managed at each institutionôs financial aid office, is ideally suited to 
personally consult with students about their situations and their needs.   
 
Needs Assessment & Funding Levels 
 

Principle Eleven: To be effective, the financial aid package must provide enough funding to cover all 
reasonable education costs.  

 
If the stated goal of a student financial aid system is to provide assistance to allow students to attend post-secondary 
education, then this system should provide sufficient funds in order for this goal to be achieved. With an effective 
needs-assessment calculation, the financial aid system should ensure that students can supplement their savings, 
earnings and parental contributions with enough assistance to afford their educational costs, including tuition, books, 
and reasonable living expenses.  
 
To supply less financial aid to students than their assessed need is to fall short of the systemôs goals, forcing 
students to turn to private loans, additional employment, or in the worst scenario, abandoning their education due to 

                                                 
62 See for example Fay Vincent, ñNo merit in these scholarshipsò, (Stafford, VA: Educational Policy Institute, 2005); accessed 

online at http://www.educationalpolicy.org/pdf/PPMerit.pdf; Donald Heller, ñState merit scholarship programs: an overviewò, 

(Boston: Harvard Civil Rights Project, 2004); accessed online at 

http://www.civilrightsproject.harvard.edu/research/meritaid/report04/3Heller_intro_ch_1.pdf. 

http://www.educationalpolicy.org/pdf/PPMerit.pdf
http://www.civilrightsproject.harvard.edu/research/meritaid/report04/3Heller_intro_ch_1.pdf
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lack of funds. Conversely, providing students with more money than they require, or providing assistance to students 
who do not actually need financial assistance, is to divert resources from other urgent uses. In OUSAôs view, neither 
of these scenarios is desirable.  
 
 
 

Principle Twelve: The student financial aid system should provide a predictable amount of assistance to 
students.  

 
In order to allow students to plan and save for their education, the student financial aid system should strive to offer a 
predictable amount of assistance to students. This could be achieved through both information and policy. On the 
informational front, the provincial government should provide early estimates of assistance levels, as well as access 
to information about the types of financial aid available to them. On the policy front, the provincial government should 
work to keep the level of financial assistance available to students consistent and predictable through their course of 
study. Access grants currently tend to be only available in the first and second years of a studentôs studies. Providing 
greater predictability will help prevent students from facing additional difficulties in making ends meet as their studies 
progress.  
 

Principle Thirteen: Non-repayable forms of financial assistance must compose a significant portion of the 
student aid package.  

 
While the financial aid system assists many students with the cost of attending post-secondary education, much of its 
work is simply to delay payment until a later time, often to be repaid with significant amounts of interest. Indeed, over 
the past ten to 15 years, the funding of post-secondary education has slowly shifted away from being primarily a 
government responsibility, towards a greater individual role in funding the costs of higher education through rising 
tuition fees. This shift has taken place without much consideration of what debt loads are manageable for students to 
bear.  
 
Recent research on post-secondary debt patterns indicate that there is a tipping point at which debt loads begin to 
have seriously detrimental effects on studentsô rates of degree completion. With increased debt levels, students had 
a greater probability of abandoning their studies. However, these patterns could be changed through the provision of 
non-repayable financial assistance, in the form of bursaries and/or debt remission. By providing even a portion of 
grant-based assistance, policy-makers make it easier for students to focus on their studies, rather than worrying 
about their debt loads, seeking private loans, and juggling employment obligations in order to make ends meet.63 
 
With the elimination of grant-based assistance between 1993 and 2005, there are clear indications that Ontario 
students are carrying heavy debts in exchange for post-secondary education. In Canada, as of 2006, 59 per cent of 
undergraduate students had some form of debt. Current debt levels are soaring, with the average national debt 
hovering around $24,047. Ontario students in 2006 owed an average of $22, 589. 64  In 2004, according to Statistics 
Canada, 40.7 per cent of Ontario students in the Class of 2000 graduated with government student loan debt, owing 
on average $22,700, compared to a national average of $18,900. Almost one in five, or 17.7 per cent of Ontario 
university graduates had over $25,000 in student loan debt, compared to 13.4 per cent at the national level.65  

                                                 
63 Canada Millennium Scholarship Foundation, ñThe impact of bursaries: debt and student persistence in post-secondary 

educationò Research News 2(2) (Montreal: Canada Millennium Scholarship Foundation, 2006); accessed online at 

http://www.millenniumscholarships.ca/images/Publications/MRN04_Persistence_EN.pdf. 
64 Canada Millennium Scholarship Foundation, ñReport on Student Debt,ò (Montreal: CMSF, 2007), 5; accessed online at 

http://www.millenniumscholarships.ca/images/Publications/070529_Student_Debt-en.pdf.  
65 Sean Junor and Alex Usher, The Price of Knowledge 2004: Access and Student Finance in Canada (Montreal: Canadian 

Millennium Scholarship Foundation, 2004), p.283; Canadian Millennium Scholarship Foundation website, ñThe Price of 

Knowledge 2004: Ontarioò; accessed online at http://www.millenniumscholarships.ca/en/research/pokon.asp.   

http://www.millenniumscholarships.ca/images/Publications/MRN04_Persistence_EN.pdf
http://www.millenniumscholarships.ca/images/Publications/070529_Student_Debt-en.pdf
http://www.millenniumscholarships.ca/en/research/pokon.asp
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In order to ensure that students are not indebted for many years, the government should strive to ensure that 
significant amounts of non-repayable financial assistance is available to students in need. This assistance should 
particularly be targeted towards students from low-income backgrounds, and other groups with low post-secondary 
participation rates.  
 
 

Principle Fourteen: The provincial government must provide extensive additional non-repayable assistance 
to students from under-represented groups.  

 
Statistics on participation in post-secondary education indicate that certain social groups have persistently low rates 
of university attendance. These groups often lack the social, economic and/or cultural capital in order to enter and 
succeed in the post-secondary system. Some of the groups that have demonstrated lower rates of post-secondary 
participation include low-income Ontarians, Aboriginals, people with dependents, people with disabilities, and rural 
Ontarians. These groupsô rates of participation and barriers to post-secondary education will be discussed in detail in 
Section Six of this paper, and will be the basis of our recommendations on what actions the provincial government 
should take to provide additional assistance for these groups.  
 
In order to reduce longstanding inequalities, OUSA believes that the government should offer targeted, non-
repayable aid to encourage individuals from these groups to obtain a post-secondary education. This should include 
both monetary and non-monetary assistance, in the form of bursaries, financial aid, as well as academic supports 
once students reach the post-secondary system in order to ensure that they can identify the best post-secondary 
pathway, benefit as much as possible from their education, and successfully graduate.  
 
Loan Repayment 
 

Principle Fifteen: Repayment of graduate debt must be structured in a fair and progressive manner.  

 
While the majority of discussion around student aid revolves around the amount of money allocated to financial 
assistance, another significant facet of the issue is loan repayment. The governmentôs (or other lendersô) policies 
around loan repayment can be the determining factor in whether the financial aid system is manageable or not, and 
what sort of broader effects debt may have on a studentôs life in the long term. However, many students do not face 
the realities of the financial aid system and borrowing until the years after they graduate as they repay their loans. 
While obtaining a post-secondary education brings a major return on investment for graduates,66 this rate of return is 
diminished as a studentôs debt level rises.  
 
In order not to penalize students who turn to the provincial financial aid system for assistance, the government must 
ensure that repayment policies are fair. The repayment structure must also be progressive, and respect the fact that 
there is a vast disparity in earnings after graduation. This is not only due to the different earning potentials of different 
types of employment, but also that there are wage variations within many fields. What is a manageable monthly 
payment for some students will be impossible to repay for others. Furthermore, high interest rates result in more 
costly loans for borrowers who take longer to repay. The government must not unduly penalize people who do not 
work in the most lucrative industries, and it should also not make it impossible for people to take socially important, 
but less well-paying jobs, such as in social work, teaching, child care, and so on.  
 

                                                 
66 Craig Alexander and Eric Lascelles, ñInvesting in post-secondary education delivers a stellar rate of returnò TD Economics 

Topic Paper, 22 January, 2004 (Toronto: TD Economics, 2004); accessed online at 

http://www.cou.on.ca/content/objects/PSE%20Rate%20of%20Return1.pdf.  

http://www.cou.on.ca/content/objects/PSE%20Rate%20of%20Return1.pdf
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The financial aid system should work to avoid leading students into loan default and bankruptcy. These results would 
not only be detrimental for the financial aid system, but they could also lead young people to face damaged credit 
and other spin-off effects for many years to come. To prevent debt from being untenable for graduates, the provincial 
financial aid system must respond to individual circumstances, and provide additional protection and relief to 
individuals who face difficulties in loan repayment.  
 
 
 
 

Principle Sixteen: The financial aid system must provide additional assistance for those facing difficulty in 
repayment. 

 
Even in the best-designed financial aid system, some individuals will face difficulty in meeting their financial 
obligations, for a variety of reasons. If the financial aid system is to be seen as an investment in social and individual 
development, then the program must work to assist former students who are unable to repay their loans. This 
principle would benefit both students who face financial difficulties, and the financial aid system as a whole, which 
must shoulder the cost of loan defaults.  
 
OUSA has recommended that this should consist of assistance to individuals who are unable to meet their monthly 
obligations in the form of reduced monthly payments or delaying repayment through interest relief, and targeted debt 
forgiveness for certain individuals who face prolonged difficulty in loan repayment.  
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CONCERNS ABOUT THE STUDENT FINANCIAL AID SYSTEM 
 
Need Assessment & Loan Allocation 
 
As the cornerstone of the financial aid system, the OSAP need assessment formula plays a major role in determining 
the ability of the financial aid system to allocate sufficient funds to the individuals that need it the most. However, the 
formula is currently failing on several fronts. 
 

Concern One: The OSAP need assessment formula fails to accurately assess the financial needs of students 
in Ontarioõs universities. 

 
One of the most critical problems with the financial aid system is that the mechanism used to assess a studentôs 
financial need systematically underestimates the amount of money required by students in order to meet their 
educational costs. This results in students regularly receiving less financial aid than they require, with little recourse.  
 
As noted in Chapter Two, the OSAP assessment functions by assessing each applicantôs costs for their studies, by 
compiling their costs for tuition, textbooks and living expenses. However, there is a widespread acknowledgement by 
many stakeholders that these assessment figures are inaccurate.  
 
In 2003, a working group on OSAP reform at the University of Toronto that included students and administrators 
commissioned a study on studentsô cost of living. The study, conducted by Runzheimer Canada, an international 
organization specializing in cost-of-living data, examined costs in Toronto, London, North Bay and Kingston for 
several student profiles, including single students living at their parentsô home, single students living in rental 
apartments, single student parents, and students living with a partner. While the provincial government has made 
some upward adjustments to the OSAP need assessment since 2003, including about $700 in increased recognition 
of textbook and computer costs, the Runzheimer findings continue to be very relevant.67 
 
Runzheimer found that for all the profiles they examined, studentsô costs of living exceeded the OSAP assessment 
levels, which resulted in most students receiving less OSAP funding than required to meet their basic costs. 
Furthermore, because of maximum loan amounts set by OSAP, most students received even less assistance than 
estimated by the inadequate need assessment calculation.  
 
According to the Runzheimer calculations, for single students living in rental apartments, the OSAP assessment 
underestimated costs by 40 per cent. Single student parents with a child in unsubsidized daycare would face a gap of 
over $10,000 between their assessed need and their actual costs.68 These funding shortfalls are illustrated in Figure 
One below. 
 
 
 
 
 
 
 
 
 

                                                 
67 OSAP changes from Ministry of Training, Colleges and Universities, ñMcGuinty government plan to improve quality and access 

in postsecondary educationò (Toronto: MTCU, 2006); accessed online at 

http://ogov.newswire.ca/ontario/GPOE/200/03/08/c0202.html.  
68 Runzheimer Canada, Student Cost of Living Study (Toronto: University of Toronto, 2003); accessed online at 

http://www.abrightfuture.ca/docs/Cost%20of%20living%20-%20UofT.pdf.  

http://ogov.newswire.ca/ontario/GPOE/200/03/08/c0202.html
http://www.abrightfuture.ca/docs/Cost%20of%20living%20-%20UofT.pdf


27 

 
 

Figure One: Comparison of Student Cost-of-Living Study, 
OSAP Assessment of Costs and OSAP Provision, Toronto 200369 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Concern Two: The OSAP need assessment formula does not reflect variances in cost of living in different 
parts of the province. 

 
Another significant problem about the OSAP need assessment formula is that it uses a fixed figure to assess living 
costs across the province, which does not recognize the significant price variation that exists for similar goods and 
services. In particular, rental accommodations in Toronto can be significantly more expensive than in other parts of 
the province. The Runzheimer cost-of-living study estimates room and board for a single student living off-campus in 
2003 to be $7,064 in Toronto, compared to $4,120 in North Bay, a difference of almost $3,000.70  
 

Figure Two71 
 
 
  

 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
69 Ibid, 5. Since the 2003 Runzheimer study, the provincial government increased maximum OSAP loan amounts to $11,900 for 

single students, which would still leave them with a shortfall compared to Runzheimerôs cost-of-living estimates.  
70 Ibid, 3. 
71 Ibid. While the Runzheimer figures are from 2003, the maximum OSAP assistance figures have been updated to reflect the 

increase in 2005 to $11,900.  
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By attempting to make a óone-size-fits-allô need assessment across the province, the provincial government provides 
many students with less money than is realistically needed to meet their costs of attending post-secondary education. 
 

Concern Three: The student financial aid system is not responsive to tuition and inflationary cost changes 
over time. 

 
Another way that OSAPôs one-size-fits-all need assessment fails to function effectively is in its lack of responsiveness 
to cost changes brought about by tuition hikes or inflation. As a result, from year to year, students see their costs rise, 
but the need assessment and maximum levels of OSAP assistance fail to reflect these shifts.  
 
The following chart compares the rising costs of education and living expenses to the maximum OSAP loans in the 
coming four years, based on the data from Runzheimer Canada. The costs of living are calculated for London, 
Ontario, as a case study. 
 

Figure Three72 

Tuition and Living Expenses in London, ON vs. 
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Based on these projections, students living in London could see a shortfall of over $5,000 by 2009 in their OSAP 
loans. These cost discrepancies are even more pronounced in higher-cost cities like Toronto. Without instituting more 
responsiveness to the system, the already-imperfect OSAP need assessment will move further and further from 
studentsô financial realities.  
 

Concern Four: Many students are barred from receiving financial assistance because of OSAP policies.  

 

                                                 
72 Adapted from Runzheimer Canada, ñStudent Cost of Living Studyò (Toronto: University of Toronto, 2003), accessible at 

http://www.abrightfuture.ca/docs/Cost%20of%20living%20-%20UofT.pdf. Costs have been based on average tuition and 

cost-of-living figures provided by Runzheimer Canada for London, and adjusted based on the tuition policy in effect from the 

date of the study in 2003 to 2009, and by inflation for these dates (using the Ontario governmentôs projected CPI from 2006 to 

2009). 

http://www.abrightfuture.ca/docs/Cost%20of%20living%20-%20UofT.pdf
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In current OSAP policies, numerous students are unable to receive government financial assistance for various 
reasons including enrolment status, academic record, financial record, and their institution. This situation is largely 
due to changes introduced in the late 1990s which systematically cut several groups of people out of the system. 
Partly as a result of the changes, the number of students who accessed public financial assistance dropped about 40 
per cent, from 212,189 in 1995 to 130,687 in 2002, despite slight enrolment growth, as groups including part-time 
students found themselves shut out of the system.73 
 
While the current approach in OSAP policy aims to limit recipients to full-time students, OUSA believes that the 
students currently prohibited from accessing the financial assistance program can often be the students that most 
crucially need aid in order to obtain a post-secondary education, particularly sole-support parents and low-income 
individuals. OUSA has some concerns about the exclusion of the following groups from the financial aid system: 
 
Part-Time Students 
 
Ontario students are not eligible for OSAP if they take less than 60 per cent of a full course load. Students must be 
enrolled in this minimum course load for both terms, so there is no averaging of course loads over an academic year 
in order to qualify.74 This policy replaced the previous regulation prior to 1997/98 that limited financial assistance to 
students who took 20 per cent of a full course load or higher.75 Part-time students are eligible for some assistance 
through the Canada Student Loan program, however assistance is capped at $4,000 per year and there is no interest 
deferral on the loans. In 2003/04, 2,797 part-time students received a loan, with an average value of $1,679. The 
part-time student loan is a miniscule proportion of the federal loan program; these borrowers accounted for less than 
one per cent of all Canada Student Loan recipients.76  
 
Part-time students make up a significant portion of the Ontario student body. Over the past ten years, between 18 
and 25 per cent of Ontario undergraduate students have pursued their studies part-time.77 While there is little 
research on the demography of Ontario students studying part-time, it is known that women are more likely to enroll 
in their studies at all levels of university education,78 and that a majority of students with dependent children with 
children under the age of five study part-time.79 Studentsô reasons for pursuing studies part-time vary, but include 
time commitments to employment and family, financial constraints, and choosing a more manageable workload, 
amongst others. Other students begin their studies in full-time status, but switch to part-time status due to dropping 
one or more courses, for a wide variety of academic or personal reasons. 
 
By taking a lighter course load, part-time students are assumed to have more time to work and earn an income, 
reducing their need for additional financial assistance. However, this assumes that part-time learners earn sufficient 
income to support themselves and any dependents, as well as pay for their tuition and other educational costs. The 
policy therefore creates particular financial difficulty for students with low incomes that cannot meet their costs 
through employment income, as well students with dependents, who cannot earn work enough to meet their financial 
needs due to time commitments caring for their children or other dependents. While the financial aid system works on 

                                                 
73 Sarah Schmidt, ñFewer Ontario students getting provincial loansò, National Post, November 27, 2002. 
74 OSAP website, ñEligibilityò; accessed online at http://osap.gov.on.ca/eng/not_secure/eligibility.htm.  
75 Sarah Schmidt, ñPart-time students hit hard with OSAP changesò, The Varsity, June 4, 1997; accessed online at 

http://www.varsity.utoronto.ca/archives/118/jun03/news/Part.html.  
76 Human Resources and Social Development Canada, Canada Student Loans Program Annual Report 2003-2004 (Ottawa: HRSDC, 

2006), p.4; accessed online at http://www.hrsdc.gc.ca/en/hip/cslp/publications/07_pu_AnnualReport20032004.pdf.  
77 Data from 2004, from Council of Ontario Universities, Facts & Figures 2006 (Toronto: COU, 2006), 3-5.  
78 Council of Ontario Universities, Facts & Figures 2006 (Toronto: COU, 2006), p.3-6.  
79 Sean Junor and Alex Usher, The Price of Knowledge 2004 (Montreal: Canada Millennium Scholarship Foundation, 2004), 69.  

http://osap.gov.on.ca/eng/not_secure/eligibility.htm
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the implicit assumption that students choose to study part-time, in fact many students with family or work 
responsibilities are unable to take on full-time studies, so they face the choices of studying part-time or not at all.80  
 
With the policy of barring part-time student from receiving OSAP and other forms of financial assistance, the 
provincial government effectively prevents a large proportion of the student body from accessing financial support for 
their studies, often those who already do not have access to sufficient financial resources to afford all educational 
costs. Furthermore, by not qualifying part-time learners for OSAP, the government also prevents these students from 
accessing numerous other forms of need-based assistance, including work-study programs, as well as many 
scholarships or bursaries.  
 
As a result, part-time learners are turning to private loans to fund their education at a higher rate than full-time 
students. In 2001, 36 per cent of part-time students reported using private loans, compared to 20 per cent of full-time 
students.81 These borrowers tend to face higher interest rates and faster repayment terms, and do not receive 
interest relief provided in the public system.  
 
Another significant issue of consideration for OSAP policy is the withdrawal of financial assistance for students who 
had already received assistance, due to withdrawing or failing from a course and thereby switching to part-time 
status. This may occur for a variety of academic reasons, including lack of interest or poor performance in a class, 
changing to a more manageable work load, and so on. It could also occur for personal reasons such as illness or 
family tragedy. For students who switch to part-time status, the withdrawal of financial support from OSAP and the 
demand to return disbursed loans could cause distress and suffering for the student, particularly those facing difficult 
personal situations or failing a course. OUSA believes that the provincial government should take these situations 
into consideration in order to make the financial aid system more sensitive to individual situations.   
 
Students receiving Ontario Works 
 
Until about ten years ago, welfare recipients in Ontario could attend a post-secondary institution and receive a 
combination of non-repayable welfare benefits for their living costs, alongside student loans that would fund their 
tuition and books. However, starting in 1996/97, students could no longer access financial assistance through Ontario 
Works while obtaining an education. Instead, these individuals were required to use OSAP assistance to fund all of 
their educational and living costs.82 This was a switch between providing low-income students with non-repayable 
assistance for their living costs, which could then be topped up with OSAP for their educational costs, to a system 
where students would only receive repayable assistance to fund both their tuition and living costs for themselves and 
their families. This change is estimated to have affected about 17,000 post-secondary students.83  
 
This change has hit sole-support parents and other students with dependents the hardest. These groups already face 
many financial challenges in accessing the post-secondary system. According to the Runzheimer Canada study 
evaluating cost-of-living for Ontario students in 2003, a student with a child living in a Toronto rental apartment off-
campus would face $39,428 in costs for a single academic year, if their child was in an unsubsidized daycare.84 

                                                 
80 Oriel Varga, ñJuggling financial need and family responsibilitiesò, Voice (Toronto: Association of Part-Time Undergraduate 

Students, 2006), 3-4, accessed online at http://apus.utoronto.ca/Updates/20060403/FinalVoice_March_2006.pdf.  
81 Canada Millennium Scholarship Foundation, Making Ends Meet: The 2001-2002 Student Financial Survey (Montreal: Canada 

Millennium Scholarship Foundation, 2003), 57.  
82 Bob Rae, Ontario: A leader in learning (Toronto: Queenôs Printer, 2005), 75. 
83 ñOntario cuts students off welfareò UW Gazette, May 16, 1996; accessed online at 

http://www.communications.uwaterloo.ca/Gazette/1996/May15/Ontario%20cuts%20students%20off%20welfare.  
84 Runzheimer Canada, ñStudent cost of living studyò (Toronto: University of Toronto, 2003); accessed online at 

http://www.abrightfuture.ca/docs/Cost%20of%20living%20-%20UofT.pdf.  
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However, the maximum amount currently available for sole-support parents through OSAP is $17,440.85 This leaves 
a major shortfall of over $21,000 in studentsô budget that they cannot address through public assistance.  
 
This financial situation becomes even more dire for students with more children. OSAP provides the same maximum 
level of assistance no matter how many dependent children a student may support. So despite the fact that a parent 
may face higher housing costs for a larger apartment, higher daycare costs, and more expenses for food and other 
essentials, they still receive a maximum of $18,530 for a 34-week academic year. While the level of assistance 
provided through Ontario Works is also much lower than actual living costs, it at least provides some recognition of 
the added costs of additional children.86 
 
Pursuing post-secondary education is a means for individuals to obtain better employment opportunities to support 
themselves and their families. In 2005, individuals with a bachelorôs degree had a 76.7 per cent employment rate, 
compared to a 65.7 per cent rate for high school graduates, and 44.5 per cent for people with who had not completed 
secondary school.87 According to the Ontario Works Act, one of the purposes of the program is to provide ñtemporary 
financial assistance to those most in need while they satisfy obligations to become and stay employedò.88 By barring 
the lowest-income individuals on social assistance from obtaining financial assistance through OSAP, the provincial 
government effectively prevents many people from raising themselves out of economic dependency.  
 
The inequity of barring individuals from receiving Ontario Works while attending a post-secondary institution was also 
recognized by Bob Rae, in his Postsecondary Review. As he writes,  
 

ñStarting immediately, the provincial government should start providing better support to Ontario Works 
(OW) recipients who enroll in postsecondary programs. This report recommends immediate changes to 
allow sole support and married students who are OW recipients to continue to receive income support and 
associated benefits while in school. These students would still be eligible for student aid, but their student 
assistance for living costs would be reduced by non-repayable OW benefits while they are studying.ò89  

 
For more information about this topic, please see OUSAôs policy on students with dependents, Investing for 
Generations: Ensuring university access and success for students with dependents, available on OUSAôs website at 
www.ousa.ca.  
 
Students who do not achieve ósatisfactory academic progressô 
 
Under OSAP regulations, students are required to successfully complete their programôs academic requirements in 
order to remain eligible for financial assistance. If a student switches, drops, withdraws or repeats programs too 
frequently by OSAPôs standards, they may cease to be eligible for aid.90 This status is conferred by the studentôs 
institution, and implemented by OSAP.  
 
OUSA believes that the financial aid system should not be seen as a tool to punish what is deemed to be ólack of 
academic progress or directionô. Each university already has its own effective, personalized and remedial procedures 
for placing students under academic probation, and they are better equipped to evaluate and work to improve a 

                                                 
85 OSAP website, ñMaximum assistanceò; accessed online at http://osap.gov.on.ca/eng/not_secure/funds.htm#amount.  
86 Assistance rates from the Income Security Advocacy Centre, ñFact Sheet: Social Assistance Ratesò (Toronto: ISAC, 2006); 

accessed online at http://www.incomesecurity.org/documents/Socialassistancerates-factsheet-march06_001.doc.  
87 Statistics Canada, ñPeople employed, by educational attainmentò (Ottawa: Statistics Canada, 2006); accessed online at 

http://www40.statcan.ca/l01/cst01/labor62.htm.  
88 Government of Ontario, The Ontario Works Act, 1997; accessed online at 

http://www.canlii.org/on/laws/sta/1997c.25sch.a/20050801/whole.html.  
89 Bob Rae, Ontario: A leader in learning (Toronto: Queenôs Printer, 2005), 74.  
90 OSAP website, ñEligibilityò; accessed online at http://osap.gov.on.ca/eng/not_secure/eligibility.htm.  
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studentôs academic performance through non-financial means. The removal of financial support for students who fail 
to meet OSAPôs requirements is a blunt and inappropriate measure that will likely add financial struggles to studentsô 
roster of problems, and will not assist them in addressing the causes of their academic difficulties.  
 
Students with Poor Credit 
 
Since 1998/99, students with poor credit history have been barred from receiving OSAP. The provincial government 
defines this group as individuals who have been 90 days in arrears on three or more personal loans, including credit 
cards or car loans, with a combined value of $1,000 or more.91 Students can appeal if they have exceptional 
circumstances or can demonstrate a strong likelihood of repaying student loans.92 
 
Individuals who have past student loans that are in default also face difficulty in accessing any further financial 
assistance. Students who received Canada Student Loans between 1995 and 2001 must ensure that their loans are 
in good standing, or else they must meet their financial institutionôs requirements to make up to six consecutive 
payments in order to rehabilitate their loans. Every effort must have been made to discharge loans from prior to 1995 
in order to receive any new financial assistance.93  
 
While the ostensive rationale for barring these individuals from accessing assistance is that they constitute a risk for 
the financial aid system, by denying assistance, the government essentially shuts the doors of the post-secondary 
system to them. Unlike other students, individuals with poor credit are likely unable to access private loans, and 
therefore are particularly in need of government financial assistance in order to attend post-secondary education.  
 
Ontario Students Studying Outside Canada 
 
Ontario students studying at approved post-secondary institutions are able to receive some financial assistance from 
the federally-funded Canada Student Loan program up to $210 per week for independent students. While the 
provincial government recently announced 150 scholarships to assist students to complete some of their studies 
abroad,94 the provincial government does not provide the same assistance as the federal government for students 
studying outside the country. Some students must attend a university outside of Canada in order to obtain an 
education in highly specified fields or with top scholars, particularly at the graduate level. In some academic fields, 
there is insufficient capacity at Canadian universities, necessitating some students to study abroad in order. Other 
students may choose to study abroad to gain more international experience or to learn a language. These students 
often face much higher costs for travel, living expenses, and tuition, but are unable to access loans or other 
assistance to fund their education.  
 
The Ministry of Training, Colleges and Universities has stated that it believes that international learning experiences 
will provide students with a diverse learning environment, and will help the province ñremain competitive in the global 
economyò.95 Rather than the small number of scholarships, the government could help encourage Ontario students to 
gain international perspectives and experiences by providing some level of financial assistance for studies abroad.  
 

                                                 
91 OSAP Appeal Board, ñWhat you need to know about the OSAP Appeals Processò; accessed online at 

http://osap.gov.on.ca/eng/PDF/0405/OSAP%20Appeal%20Brochure%202004-E.pdf.  
92 Ministry of Education and Training, ñJohnson announces initiatives to help postsecondary studentsò, February 13, 1998. 
93 CanLearn website, ñDetermining eligibility for a Canada-Ontario Integrated Student Loanò; accessed online at 
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94 Ministry of Training, Colleges and Universities, ñProvincial government establishing scholarships to help Ontario 

postsecondary students study abroadò (Toronto: MTCU, 2006); accessed online at 
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95 Ibid.  
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Overall, one of the main purposes of the publicly-funded financial aid system is to provide assistance to individuals 
who face barriers to accessing post-secondary education, due to low income, family commitments, and other 
reasons. Assisting these individuals to obtain an education will allow them to obtain better jobs, earn larger incomes, 
and provide greater support to their families. In the 2001 national census, the median income for families where the 
primary earner had a university degree was 51 per cent higher than households where the primary earner held a high 
school diploma.96 Denying these students access to financial assistance amplifies the barriers that they face in 
reaching their goals. Investments to expand the financial aid system will bring about an expanded tax base, greater 
economic vitality, and a more democratically engaged, socially responsible population.  
 
 
 
 

Concern Five: Certain students face difficulty in accessing sufficient levels of financial assistance due to 
OSAP policies.  

 
Access to OSAP is not only an issue for groups that are ineligible under current regulations; it is also a significant 
issue for groups that qualify, but tend to not receive sufficient levels of financial assistance under the current need 
assessment policies for certain reasons. These limitations of OSAP policy amplify the other problems around the 
need assessment formula discussed earlier, often creating acute shortfalls in financial assistance to certain groups.  
 
Groups facing particular difficulty include: 
 
Students who do not receive financial support from their families 
 
Our financial aid system operates on the assumption that families provide financial assistance to their dependent 
children when they attend post-secondary education, and that the assistance they provide at least meets the 
assumed family contribution levels set out by the government. Students are considered dependents for four years 
after leaving secondary school, unless they have spent at least two years in the labour market.97  
 
There are some measures in place for students facing family breakdown to be eligible for OSAP assistance without 
considering their parental income, however these are highly restrictive. Students can qualify in cases of family 
breakdown due to physical or sexual abuse, or certain other situations at a financial aid administratorôs discretion. In 
all cases, the family breakdown must be documented by a third party, preferably a professional directly involved in 
the situation, such as social workers, physicians, or psychologists.  
 
Common reasons for parents not providing financial support to their children are not accepted as grounds to consider 
studentsô OSAP applications without parental income information. Examples of reasons not accepted by OSAP 
include: 
 
Á Parents who feel that their children are independent once they reach age 18; or 
Á Parents who do not agree with their childôs choice of program or institution; 
Á Parents who do not approve of their childôs living arrangement; 
Á Parents who feel it is the responsibility of the government to fund post-secondary education.98 

 

                                                 
96 Statistics Canada. ñHousehold Income Groups (24) in Constant (2000) Dollars and Selected Demographic Educational, Cultural 

and Labour Force Characteristics of Primary Household Maintainer (87) for Private Households, for Canada, Provinces and 
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97 Ministry of Training, Colleges and Universities, 2005-2006 Student Eligibility and Financial Need Assessment Manual (Toronto: 

MTCU, June 2005),17.  
98 Ministry of Training, Colleges and Universities, OSAP 2006-2007 Review Manual (Toronto: MTCU, June 2006), 13.  
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Many students in Ontario fall into these examples outlined above, as well as numerous other legitimate reasons why 
they do not have the level of financial support from their families set out by OSAP in their need assessment formula. 
In some cases, this may be due to parents overestimating the amount of financial assistance available to their 
children, and not accumulating enough savings to meet OSAPôs expected parental contributions. A Statistics Canada 
study found that 29 per cent of parents with 13 to 18 year-old children expected their child to receive need-based 
grants, but only 15 per cent of 18 to 24-year-olds actually received funds from outside the family. For children with 
savings, the average amount saved for them by parents not expecting grants was $10,100, compared to $6,900 for 
parents who expected their children to receive grants.99 Considering that most students face annual costs of at least 
$10,000 per year of their undergraduate degree, clearly parental behaviour is not aligned with the expectations of the 
financial aid system. 
 
While Ontarioôs student financial aid system is predicated on the assumption that parents will contribute to paying for 
their childrenôs undergraduate education, there should be alternate avenues open to students for whom this is not a 
reality. These individuals have a genuine need for financial assistance in order to attend post-secondary education. 
By setting out certain expectations for parents, and not providing recourse or appeal for students whose parents do 
not fulfill those expectations, the provincial government leaves many students out in the cold.  
 
Students who cannot live at their family home 
 
Another policy ingrained in the need assessment system is that dependent students whose families live within 40 
kilometers of their institution should live at home during their studies and commute to classes. However, this policy 
ignores various legitimate reasons why some students cannot live with their families during their studies. This 
includes lack of regular public transit in order to commute to school, as the 40 kilometer catchment area can often 
include rural areas that do not offer transportation options.  
 
Another concern is if there are problems are in the home environment. While there currently are grounds for OSAP 
appeals for these reasons, qualification is limited to students who have one or more family member with a drug or 
alcohol dependency, physical or developmental disability, or long-term illness. A student who appeals their OSAP 
assessment on these grounds must provide documentation from at least one parent and a professional third party 
(such as a psychologist), amongst other things.100 Students facing these and other circumstances must pay higher 
living costs in order to reside away from the family home, and this is currently not recognized by OSAP.  
 
Students from Middle-Income Families 
 
While the provincial government has made efforts to improve financial aid in recent years, there are a few indications 
that students from middle-income families may be falling through the gaps in the system. Recent research on the 
composition of the student body in Ontario indicates that large tuition hikes have had a significant impact on the level 
of accessibility of students, with middle-income students particularly at risk. The result could be that participation 
rates in post-secondary education could follow a barbell pattern, with increasing participation among students from 
the lower and upper ends of the income scale, but participation among middle-income students falling behind.  
 
Statistics Canada research through the 1990s shows that participation rates for post-secondary education increased 
for the lowest income category (with incomes below $25,000) and a narrowing of the gap in participation between this 
demographic and students with family incomes over $100,000. However, at the same time, participation rates for 
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students in middle-income demographics stagnated and showed signs of decline.101 This finding suggests that 
financial aid programs have been directed to an overly narrow income band, neglecting students from middle-income 
backgrounds who still struggle with the costs of post-secondary education. Furthermore, some components of the 
financial aid system, such as tax credits, provide more assistance to students from higher income backgrounds. This 
issue is detailed further in Concern Thirty-Three. 
 
The situation facing middle-income students is particularly acute in high-cost professional programs. While tuition 
fees have been substantially raised in the past decade partly based on the rationale that graduates will earn enough 
to repay student loans, the financial barriers to entry are too high for many students who do not already come from 
wealthy backgrounds. In a Statistics Canada study of access to professional programs in Ontario, researchers found 
that after the rapid tuition hikes following deregulation in 1997, the proportion of students from high-income 
backgrounds increased considerably, and the proportion of students from low-income backgrounds also increased to 
a lesser extent, though their numbers were still very small.102 However, one particularly troubling finding of the study 
was that the proportion of students from middle-income backgrounds declined. These findings suggest that as tuition 
increased, students from middle-income families were possibly unable to afford the deregulated tuition fees because 
they did not qualify for as many bursaries, scholarships, or other forms of financial assistance as students from low-
income families.103 They also suggest that the government must take care to ensure that middle-income students are 
not forgotten in the student financial aid system, and are not simply given the option of accruing major debt loads in 
order to attend post-secondary institutions. 
 
Adult Learners 
 
In a recent study by Karen Myers and Patrice de Broucker for the Canadian Policy Research Networks on adults who 
seek to further their education, numerous concerns about the financial aid system were highlighted as barriers to 
access. One of the underlying reasons why the financial aid system often does not meet the needs of older students 
is that the system is designed primarily to meet the needs of student who enroll in post-secondary education 
immediately after graduating from high school. Three ways that the financial aid system deals with adult learners are 
particularly problematic: 
 
Á Older students tend to have more savings that reduce their need assessment calculation, but these students 

are often reluctant to deplete their savings and redeem their RRSPs in order to pursue further education, 
particularly if they have dependents, as it may make them more vulnerable to economic misfortune. 
 

Á Older students also tend to have more personal assets such as automobiles, which are tallied as part of 
their financial resources, but do not provide liquid assets with which to fund their education. 
 

Á Spouses are expected to make significant financial contributions to their partnerôs education, at a greater 
rate than parents funding their dependent childrenôs education. This requirement has a major effect on 
married studentsô eligibility for OSAP. 

 
It should be noted that there are exemptions built into the financial aid system to ensure that not all assets must be 
completely liquidated in order to pay educational costs, as outlined in Chapter Two. The value of automobiles under 
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Maximum Domestic Tuition Fees in Selected Programs at 

Ontario Universities, 1997-2006
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$5,000 is not counted as an asset, in addition to an exemption of $2,000 per year in RRSPs that an applicant (and 
their spouse, if applicable) has left secondary school.  
 
However, despite these exemptions, there are indications that many mature students struggle financially in order to 
obtain a post-secondary education. A survey of student finances revealed that mature students attending post-
secondary and not working full-time tend to rely on a broad range of sources in order to fund their education, 
including government assistance, their families, employment, private sources, and other monetary sources. However, 
these students tend to face a significant cash shortfall each month, even with borrowing. The mature students 
surveyed reported a $738 net shortfall before borrowing, and a $252 monthly shortfall after loans were included.104 
Accumulated month after month, this is a significant sum of money that could result in defaulted loans, poor credit, 
evictions, and other grim consequences for both the student and any dependents. These types of barriers facing 
adult learners led Myers and de Broucker to describe that the financial aid system as ñone of the most significant 
disincentives to participationò in the post-secondary system.105 
 

Concern Six: Deregulation of tuition has resulted in significant tuition increases for students in certain 
programs over the past decade, which has not been adequately recognized by the financial aid system. 

 
A major problem in the student financial aid system is the existence of a separate set of rules for financial assistance 
governing certain programs. These policies leave students in these programs regularly facing shortfalls between the 
amount of financial aid offered by OSAP, and the actual costs they face. These shortfalls are in addition to the 
inadequate amounts provided by OSAP for living costs, that were outlined in Concern One.  
 
In 1998, the provincial government deregulated tuition fees in professional and graduate programs, allowing 
institutions to set fee levels themselves in programs including computer science, high-demand engineering programs, 
dentistry, law, medicine, pharmacy, and second-entry undergraduate business and commerce programs, amongst 
others. This replaced the long-standing practice where the provincial government would set out the policy for tuition 
fees for all programs across the entire province. Following the deregulation of tuition, fees in these programs rose 
dramatically, as illustrated in Figure Four below. Between 1994 and 2003 (when a tuition freeze was instituted), fees 
in deregulated programs increased 261 per cent, while tuition in regulated programs increased by 139 per cent in the 
same period.106 
 

Figure Four107 
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The deregulated programs were categorized in government policy as óAdditional Cost Recovery Programsô (ACRPs), 
and separate rules were created in the need assessment calculations for the provincially-funded portion of OSAP 
loans, which constitute 40 per cent of a studentôs loans. In the calculation of allowable educational costs in the 
Ontario portion of the need assessment, costs for tuition and compulsory fees in Additional Cost Recovery Programs 
is capped at $2,250 per term (or $4,500 for a two-term program) as well as an additional $425 in co-op fees for 
students in these programs.108 This is significantly less than the tuition fees charged in ACRPs, which can reach as 
high as $18,000.  
 
In the policies around tuition deregulation, the provincial government provided institutions with greater authority to set 
fees, but it also relinquished some of its responsibility to fund financial aid for students in these programs who would 
be charged higher tuition. Now, under OSAP policy, if students in additional cost recovery programs do not receive 
enough funds to cover their financial needs, their institutions are required by the government to provide additional aid 
for the portion of tuition above $2,250 per term. This aid can be provided in the form of work-study programs, 
bursaries, scholarships and loans, which are funded largely by tuition set-aside funds.109  
 
However, further details about this policy in another OSAP manual indicate that institutions are only responsible for 
providing the lesser of either (1) unmet financial need as defined by the OSAP need assessment, or (2) the amount 
of actual tuition and ancillary fees in excess of $4,500.110 Because the OSAP need assessment only calculates tuition 
costs up to $4,500 for additional cost recovery programs, institutionsô financial aid obligations to students in these 
programs will still fall short of the actual costs they face due to inflated tuition fees not recognized by the need 
assessment. This absolves institutions of some of their responsibility to provide financial aid for students in high-cost 
programs. It is also yet another way that the OSAP need assessment fails students in high-cost programs. 
 

Concern Seven: Maximum OSAP assistance levels result in students not obtaining enough financial 
assistance to fund their costs of education.  

 
As noted in Chapter Two, OSAP has maximum assistance limits for both the Canada and Ontario portions of the 
Canada-Ontario Integrated Student Loan, which total $350 per week in assistance. For a 34-week program (about 
eight months), this totals $11,900 for a single dependent or independent student with no dependents of their own, 
and $18,530 for a student who is either married, in a common-law relationship, or a sole-support parent.111  
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OUSA has three major concerns with these maximum assistance limits, and the effects they will have on studentsô 
abilities to meet their educational costs. Firstly, the existence of maximum levels of assistance that can often be well 
short of the financial need recognized by the financial aid system is a testament to how OSAP fails to provide enough 
aid to students. These assistance limits create a shortfall between aid allocations and a studentôs assessed cost in 
the need calculations, resulting in many students having óunmet needô. The assistance limit is identical for dependent 
and independent students, despite the fact that independent students often have higher costs and lack the same 
safety net available to dependent students living in their family home.  
 
Furthermore, recent history has demonstrated that the assistance limits can often remain in place without adjustment 
for inflation or other cost increases, thereby eroding the value of OSAP loans year after year. Between 1994 and 
2005, maximum OSAP assistance provided to a single independent student remained constant at $9,350, until it was 
finally raised to the current level of $11,900. This case demonstrates the results that can be incurred in a period of 
financial constraint, or when post-secondary education is not a political priority.  
 
As Figure Five below illustrates, the value of the $9,350 in assistance that would be provided to a student in 1994 
would be worth much more than the same assistance package provided to a student in 2004. Due to inflation, the 
real value of a $9,350 loan in 2004 would be equivalent to $7,630 in 1994 dollars, over $1,700 less.  
 

 
 
 
 
 
 
 
Figure Five112 
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Lastly, maximum assistance amounts limit the effectiveness of other policy changes in the rest of the financial aid 
system. For example, if the federal or provincial government made adjustments to their parental contribution 
expectations, or any other element of the need assessment formula, these changes may not actually make a 
difference for students with the greatest financial need, because their aid allocations will be capped by the assistance 
limits. 
 

                                                 
112 Based on authorôs calculations. 
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Student financial aid allocations should ideally be responsive to change and variation, including geographical cost 
variations, inflationary changes, or others. By capping assistance levels regardless of need allocations and other 
policy changes, maximum assistance limits act as blunt measures that prevent the system from assisting students 
effectively.  
 

Concern Eight: The OSAP need assessment formula currently penalizes students who gain employment 
income by clawing back financial aid. 

 
In the OSAP need assessment formula, a studentôs earnings during both the summer and the academic year are 
counted as part of the financial resources available to funding the costs of their education. There is a small 
exemption for study period earnings of $50 a week, which translates to $1,700 for an eight-month academic year. 
Students reported an average income of about twice this rate, with average monthly earnings of $478 per month, or 
$3,824 in an academic year.113 
 
OUSAôs concern about this policy is that it prevents students from meeting their costs through additional 
employment. These earnings are vital resources that students use to make up the shortfall between the amount of 
aid allocated by OSAP and their actual costs. In the 2001/02 Student Financial Survey, 57 per cent of students who 
received a government loan or bursary also reported holding some form of employment.114 The survey also shows a 
clear correlation between the amount of total loans received by a student, and the number of hours worked. The 
lesser the amount of loans received, the more hours that a student worked.115 
 
By counting a large proportion of this earned income as part of the financial resources available to them in the 
academic year, the provincial government denies students from making up for the inadequacies of OSAP through 
paid employment. As long as the financial aid system fails to provide enough assistance to students to meet their 
assessed need, employment earnings will likely remain a vital financial resource, and should therefore not be clawed 
back.  
 

Concern Nine: Students are increasingly required to take on part-time employment to fund their educational 
costs, which can be detrimental to the quality of their education.  

 
While part-time jobs and other forms of employment are important for providing money and work experience for 
students, there are some concerns that too much work may be detrimental to the quality of studentsô educational 
experiences.  
 
In the 2001/02 Student Financial Survey, full-time students with a grade average of C or lower were more likely to be 
employed (68 per cent were employed, compared to 62 per cent of students with higher averages). They also tended 
to work more hours per week (18 hours, compared to 15.3 and 15.5 for students with A and B averages, 
respectively).116 While it is difficult to definitively say whether the studentsô work loads contributed to their academic 
performance, this statistics are still cause for concern and caution around heavy employment commitments during 
the academic year. More worrisome findings emerge from survey questions where 41 per cent of full-time students 
thought they could complete their studies in a more timely way if they did not have to work.117  
 

                                                 
113 EKOS Research Associates, Making ends meet: the 2001-2002 student financial survey (Montreal: Canada Millennium 

Scholarship Foundation, 2003), 42. 
114 Ibid, 40.  
115 Ibid, 45.  
116 Ibid, 42.  
117 Ibid, p.44.  
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These responses indicate that for some students, lack of sufficient financial resources are forcing them to take on 
more employment than can be adequately managed alongside full-time studies. The student financial aid system 
should be filling that gap. 
 
Access 
 
One of the broader social goals of the student financial aid system is to assist individuals from disadvantaged 
demographics to gain access to post-secondary education, and thereby assist them in socio-economic advancement. 
However, due to certain policies in the financial aid system and a lack of a broader strategy to target these groups, 
the financial aid system is not fulfilling its goals in this area.  
 

Concern Ten: Certain groups in Ontario are accessing post-secondary education at lower rates than the rest 
of the population.  

 
Certain groups in society continue to access the post-secondary system at lower rates than the rest of the population, 
and at dramatically lower rates than their counterparts from high-income families. This is a major cause for concern 
for the student financial aid system, whose main purpose is to promote more equitable access to post-secondary 
education for individuals of all socio-economic backgrounds. It also indicates need for more assistance for these 
students that reaches beyond simply financial aid, including outreach programs, learning supports, transitional 
programs, access to high-quality child care, and so on.  
 
As statistical evidence indicates, the following groups face particular difficulties in accessing post-secondary 
education. It should be noted that these demographic classifications tend to correlate in real life, with many people 
from disadvantaged groups also tending to have low income backgrounds as well, resulting in greater barriers to 
post-secondary education.  
 
Low-Income Ontarians: Young people from low-income backgrounds are much less likely to attend post-secondary 
education than their higher-income counterparts. The university participation rate in 2001 for 18 to 21-year olds from 
families from the highest income quartile is double that of those in the lowest income quartile.118 While participation 
rates for lower-income groups increased between the late 1970s and the 1990s, this has mirrored an increased 
participation rate at a societal level, so the participation rates of highest and lowest income quartiles remains 
separated by about 20 per cent. For every ten per cent increase in parental income, Statistics Canada correlates a 
2.5 per cent increase in probability of university attendance in 2000.119  
 
Aboriginals: The rate of Aboriginal Canadians holding university degrees was only five per cent in 1996, and this fell 
to 4 per cent in 2001, compared to 16 and 15 per cent for the Canadian population for the same years. The 
Aboriginal population living in cities has higher rates of university participation, at 7 per cent, compared to 2 to 4 per 
cent of Aboriginals living on reserves and in rural areas and small towns. Moreover, a high proportion of Aboriginals 
had low levels of high school completion, with 43 per cent of Aboriginal people aged 20 to 24 reporting less than a 
high school education, compared to 16 per cent for the rest of the country.120 This suggests that raising rates of 
university participation will be a challenge that extends beyond simply financial aid. 
 
Rural and Northern Residents: Nine per cent of Ontarians live more than 80 kilometers from a university, defined 
by Statistics Canada as beyond commuting distance of an institution. At a national level, the participation rate of this 

                                                 
118 Atiq Rahman, Jerry Situ and Vicki Jimmo, Participation in post-secondary education: evidence from the Survey of Labour and 
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demographic is 11 per cent, compared to 23 per cent of their counterparts living within 40 kilometers of an institution. 
In addition, students from families in the lowest income tier living beyond commuting distance from a university are 
six times less likely to attend when compared to their highest income counterparts. 121 Distance and the lower family 
incomes associated with rural residency are preventing many individuals from advancing into the university system. It 
should also be noted that there are some distinct differences between rural and northern residents, and not all rural 
residents live far from a post-secondary institution. 
 
Students with Dependents: As noted earlier, individuals with dependents tend to face many barriers, including 
financial and time constraints, to accessing post-secondary education. There is little published data on the proportion 
of students with dependents in Canada; however, some indicators suggest that women with children tend not to 
attend post-secondary education. In 2001, approximately 19 per cent of women between the ages of 20 and 24 had 
dependent children, however only four per cent of 20-year-old women attending university reported having a child.122 
Also, in 2001, only 12.5 per cent of women who were lone parents in Ontario had a university certificate, degree or 
other qualifications, compared to the Ontario average of 19.6 per cent.123 
 
Students with Disabilities: About 13.5 per cent of Ontarians report living with a disability. Twelve per cent of adults 
with disabilities hold a university degree, compared to 25 per cent of all adults. Barriers to students with disabilities 
can include inadequate financial resources, physical inaccessibility, lack of accessible curricula and evaluation 
methodology, educational barriers due to learning disabilities, problems accessing support services, and lack of 
understanding by faculty and other students.124  
 
Middle-Income Students: There is also growing evidence that rising tuition fees, both concretely and as a 
percentage of household income, may be squeezing middle-income students out of the university system. According 
to research conducted by Statistics Canada, the university participation rate for students from middle-income families 
in Canada decreased during the mid-nineties, until the final year of reported data.125 Another Statistics Canada study 
found that students from middle-income families were the only group to experience declining enrolment in 
professional programs after the deregulation of tuition fees in the late 1990s.126 It is uncertain whether this represents 
a long-term trend that will continue. 
 

Concern Eleven: The provincial governmentõs Student Access Guarantee only guarantees students access 
to resources for tuition, books and mandatory fees, and is limited to students who are eligible to apply for 
OSAP. 
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In the tuition framework announced in March 2006, the provincial government announced the creation of a óStudent 
Access Guaranteeô, promising that no qualified Ontario student would be prevented from attending a public university 
or college in the province. In order for a university to raise their tuition, they must participate in this guarantee.  
 
As of October 2006, the provincial government has begun to release more guidelines for institutions to follow on the 
implementation of the guarantee. The 2006/07 academic year will be an interim year for the Student Access 
Guarantee, where institutions themselves will set out how they will fulfill two principles: 
 

1. No qualified Ontario student should be prevented from attending Ontarioôs public colleges and universities 
due to lack of financial support programs; 

2. Students in need should have access to the resources they need for their tuition, books, and mandatory 
fees.127 

 
Under the guarantee, students are expected to apply to OSAP, and their parents will still be expected to contribute to 
their childôs education. It is the responsibility of institutions to provide any additional resources to meet the costs of 
tuition, books, and fees, that are not provided by OSAP. The provincial government is allowing this unmet need to be 
provided through bursaries, scholarships, work-study positions, and employment between terms. For students in 
second-entry programs, including law, medicine, and some business programs, the institution can also meet their 
responsibilities by providing students access to a bank line of credit.128  
 
While the creation of the guarantee was a significant gesture, OUSA has several concerns about its substance, as it 
currently stands. The first concern is that the provincial government is only guaranteeing students access to 
resources to fund their tuition, books, and mandatory fees. This ignores the existence of significant costs for living 
expenses. So while students can be assured that they will have sufficient resources to pay their universityôs tuition, 
they may lack the funds to pay rent or buy groceries. This is a significant omission that impacts studentsô day-to-day 
lives. Furthermore, for students in higher-cost second-entry programs, the access guarantee will likely mean access 
to more private bank debt, as institutions simply assist them in arranging bank lines of credit in order to fulfill the 
guarantee. 
 
A second major concern around the Student Access Guarantee is that it excludes from its purview any students who 
are not eligible to apply for OSAP. This will yet again exclude groups like part-time students and students with poor 
credit histories, who are already unable to receive OSAP, and bar them from accessing the assistance that is 
available to their counterparts who are eligible for the Student Access Guarantee. 
 
The third concern revolves around the Student Access Guaranteeôs lack of measures to address expanding access 
among under-represented groups, despite its designation as an óaccess guaranteeô. This is part of a broader concern 
around the lack of a strategy on how to target students from under-represented groups, discussed next. 
 

Concern Twelve: The government lacks a meaningful access improvement strategy. 

 
Based on the contents of Student Access Guarantee, it is somewhat disingenuous for the program to be referred to 
as an óaccess guaranteeô. The policy will guarantee the availability of financial assistance to students who are already 
attending college or university and are eligible to apply for OSAP, but it does not reach out students who are currently 
not accessing the post-secondary system, or include any efforts to actually expand access. Under the current terms, 
the Student Access Guarantee would be more aptly referred to as a financial aid guarantee. Much more must be 
done to expand access amongst young people who are currently not considering even applying for post-secondary 
education, or see it as outside their realm of possibilities.  
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The provincial governmentôs strategy on increasing access is currently only at an early stage. The government has 
expanded the mandate of the Higher Education Quality Council of Ontario (HEQCO) to include research and 
monitoring on access, which was a very positive step. The government has also created advisory committees on 
Francophones, people with disabilities, Aboriginal peoples, and first-generation students to advise the Minister of 
Training, Colleges and Universities, and promised $10 million to fund programs to outreach to these groups. While 
these are positive first steps to provide guidance on expanding access, the provincial government still lacks a clear 
strategy and plan on how they intend to do this.  
 
Set-Aside 
 

Concern Thirteen: Institutional financial aid funded by the tuition set-aside is mostly limited to OSAP-eligible 
students. 

 
In the past decade, institutional-level financial aid has become an increasingly important part of the student funding 
puzzle. The provincial governmentôs establishment of the tuition set-aside policy in 1996, provincial matching 
programs for institutional fundraising (such as OSOTF and OTSS), and the introduction of the Student Access 
Guarantee (which requires institutions to fund the costs of tuition, books and mandatory fees that are unmet by 
OSAP), are all steps towards a greater reliance on institutional financial aid in the delivery of assistance, as opposed 
to systemic provincially-funded student financial aid. In so doing, the provincial government is now treating 
institutional financial aid as part of the core provision of assistance, rather than as supplementary aid or add-ons.  
 
One of OUSAôs concerns about this shift is that institutional financial aid also tends to rely on the provincial 
qualification criteria for financial aid, so recipients often must be eligible for OSAP in order to access the range of 
bursaries, scholarships, and work-study positions offered at the institutional level, and this requirement excludes 
many students who have legitimate financial need. This has helped to create a dual system where OSAP-eligible 
students can receive OSAP loans and grants, in addition to institutional financial aid, while students who are not 
qualified for OSAP are entirely shut out. 
 
For example, the University of Toronto Advance Planning for Students program (UTAPS) is conducted by the 
University of Toronto in addition to the OSAP assessment. For students who are assessed by OSAP as requiring the 
maximum level of assistance, but whose assessed need is not covered by government financial aid, the university 
provides additional funding to cover the unmet need, in part through set-aside funds.129 However, the set-aside 
program largely funds OSAP-eligible students, leaving many ineligible students with neither OSAP funds nor 
additional set-aside funding.  
 

Concern Fourteen: There are inconsistent levels of institutional financial aid available at different 
universities. 

 
The increasing reliance on institutional financial aid raises additional concerns about the varying levels of financial aid 
dollars available at different universities across the province. In many cases, institutional financial aid is funded by 
donations to the university, some of which are matched by the provincial government. Past experience has shown 
that older and more prestigious institutions with larger and wealthier alumni bases tend to outpace other institutions in 
their fundraising capacity, resulting in more non-repayable financial aid that is available to their students.  
 
These institutional inequities can be seen in the current institutional financial aid offerings the University of Toronto. 
This university currently offers financial aid guarantees to fund óunmet needô based on studentsô OSAP need 
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assessments. The guarantee has been in place at the University of Toronto since 1998. The institution provides 
additional grants, bursaries, loans and employment to students whose OSAP cheques fall short of the need 
assessed by the provincial loan program. With a maximum OSAP loan of $11,900 for an eight-month academic 
program, many students, particularly those facing higher tuition in professional programs, do not receive sufficient 
loan amounts to cover their expenses.  
 
The University of Torontoôs guarantee ensures that each student is provided with access to resources needed to 
meet their OSAP-assessed need. Much of the funding for these guarantees at the university has been generated in 
part from institutional financial aid programs, including the tuition set-aside, as well as through endowment funds 
generated through private donations and matched by the provincial government through various programs.130  
 
It is no coincidence that the only institutions in Ontario that currently offer this guarantee are universities with the 
largest pool of private donations. The University of Toronto has long been a fundraising powerhouse compared to 
other Ontario institutions. With its large and relatively affluent alumni pool as well as its advanced fundraising 
capabilities, the university received the largest sum of private donations in the OSOTF II program, and consequently 
received over $110 million in matching funds from the provincial government. This sum was one-third of the total 
funds allocated for all of Ontarioôs 22 universities.131 While the University of Toronto has been able to provide a 
significant amount of assistance to students, other institutions have much more limited resources and will face 
difficulty in meeting their aid obligations under the new Student Access Guarantee. 
 

Concern Fifteen: The tuition set-aside drives up overall financial need and debt for students across the 
province. 

 
The 30 per cent tuition set aside policy has created the situation where a significant amount of the cost of non-
repayable student aid is not borne by taxpayers at large but by students themselves, without any incentive for 
institutions to keep tuition costs as low as possible. This is done without any test of ability to pay, creating several 
perverse effects.  
 
Firstly, it drives up overall financial need. For example, at one Ontario law school, tuition was increased by $4,000 in 
a single year, requiring students to contribute $1,200 each to the set-aside fund through this tuition hike.132 If the 30 
per cent extra charge were removed, there would be fewer students with financial need. Furthermore, because there 
is no needs test, the cost of the extra contribution falls more heavily on the middle class than the upper class. 
Students who do not qualify for financial aid receive no benefit from what amounts to an involuntary transfer of 
wealth. The extra 30 per cent is essentially a compulsory contribution, in the form of a regressive income tax 
surcharge. In the case of the $1,200 contribution to the set-aside fund cited above, a student whose family falls short 
of qualifying for financial aid by just $1 makes the same $1,200 contribution as the student whose family wealth is $1 
million. This is an unfair system for students who are already in high need situations. It is comparable to requiring that 
everyone pay their taxes but only deeming a few individuals be eligible for free health care.  
 
The current financing of the tuition set-aside is unfair for students who do not qualify for OSAP, as they pay into a 
system they cannot benefit from. Additionally, it may create more debt for all those students who receive OSAP as 
their tuition increases drive up their need for loans. The funding cuts of the last decade and the lagging financial 
assistance system have created a structure in which the costs of attending post-secondary education and the 
assistance available for students are separated by a substantial gap. Set-aside funds are poorly addressing the gap 
by driving up the overall need of students in the system. 
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Concern Sixteen: Work-study positions require students to help fund their paid employment through the 
tuition set-aside policy.  

 
While some work-study positions offer useful career experience for students, the funding of work-study through the 
tuition set-aside is a concern for many students. By providing need-based financial aid through paid employment, 
students must dedicate time and energy to these work-study positions, simply to receive funds to which they already 
contributed through higher tuition.  
 
While intended to offset the effects of tuition increases by simultaneously increasing the availability of financial aid 
dollars, the set-aside policy results in all students ï whether they can afford them or not ï paying higher fees in order 
to generate these funds. Students who obtain a work-study position must then work in order to earn back the money 
they paid through increased tuition fees. Inevitably, many needy students do not benefit from a work-study position. 
Furthermore, because work-study positions are mostly limited to OSAP-eligible students, other students who have 
legitimate financial need are barred from benefiting from these portions of set-aside funds. 

 

Concern Seventeen: Some work-study positions are lacking educational substance and are unrelated to 
studentsõ studies. 

 
The work-study program provides students with financial need with an opportunity to earn income toward their next 
termôs educational costs. It is intended in part to provide students in need with an opportunity to acquire work 
experience relevant to their academic and personal development.133 However, at some institutions, work-study jobs 
often have little relevance to a studentôs program of study, and are instead used to fulfill staffing needs at the 
university, working in positions such as a parking lot attendant.  
 

Concern Eighteen: Some institutions experience an inequitable distribution of institutional financial aid 
funded by the tuition set-aside, where students from high-cost programs often receive a disproportionate 
amount of aid.  

 
Concerns have been raised at some institutions that students in certain faculties with comparatively high tuition are 
receiving the lionôs share of money distributed from tuition set-aside funds, so students from other faculties contribute 
to the funds but do not receive a significant benefit. For example, in the 1999/2000 academic year, medical and 
dental students at the University of Western Ontario received $1,552,153, or 22 per cent of total set-aside funds 
available at the university that year, despite only composing 6 per cent of the total student population eligible for the 
set-aside.134 In that year, first-year medical and dental students paid tuition fees of $10,000 and $14,000, 
respectively.135 It is certain that these high tuition fees were closely tied to the elevated financial needs of these 
students. Considering that tuition for these programs are now over $15,000 for medical students and $27,000 for 
dental students, the financial needs of these students are likely even higher.136 
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This concern has also been raised at Queenôs, where the it has been noted that the common pooling of set-aside 
funds results in the prejudicial allocation to students in faculties with relatively higher tuition fees, resulting in students 
in lower-cost programs effectively subsidizing higher tuition fees in other faculties.137  
 
Access to Information 
 
While there is a huge body of work examining the issue of access to post-secondary education, the issue of access 
to information about the post-secondary system and financial aid are often a quiet afterthought to these discussions. 
However, access to post-secondary education necessarily begins with access to information. Without knowledge of 
the post-secondary system, students could not possibly apply or enroll to a university, and without knowledge of the 
student financial aid system, students could not receive any funding to assist them in the costs of their education.  
 
For students in secondary school, applying for university and for OSAP could potentially be some of the first major 
decisions that are taken by the students themselves, and not automatically done by their schools or parents on their 
behalf. New high school graduates are not the only audiences for this information; adult learners who are considering 
post-secondary studies are another significant audience, and they often lack access to resources such as high 
school guidance counsellors in investigating university or financial aid. It is therefore crucial that accessible and user-
friendly information is provided to all applicants who are embarking on a major new path in their lives.  
 
In the area of financial aid, there are currently many barriers in place that hinder prospective students from obtaining 
enough information about the financial aid system. This includes barriers around applying for financial aid, as well as 
understanding the highly complex system of financial aid itself. By addressing these obstacles, the provincial 
government could help ensure that students receive the assistance that is available to them, and that they also 
understand their obligations in the financial aid system, so students can navigate the aid system as smoothly as 
possible.  
 

Concern Nineteen: Students report having insufficient knowledge about the financial aid system. 

 
High school students applying for college or university for the first time often have little knowledge about the post-
secondary system, nor of the types of student financial aid that is available to them. In the Ontario University 
Applicant Survey conducted in 2004 by Acumen Research, a high proportion of students reported having little 
knowledge of the financial aid programs and scholarships available to them. Their responses are illustrated in Figure 
Six. 

 
 
 
 
 
 
 
 
 
 
 
 

Figure Six: Knowledge of Student Financial Aid Programs amongst University Applicants, 2004138 
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A separate survey in 2003 found that only nine per cent of students felt that they had enough information about loans 
and scholarships, and many students wanted more information on the costs of post-secondary education.139 These 
informational gaps about financial aid may be acting as barriers to the post-secondary system for certain students. In 
a 2003 survey, 40 per cent of respondents who had never attended post-secondary education reported being 
unaware of how to apply for a student loan. The same percentage of respondents also reported finances as being a 
barrier.140  
 

Concern Twenty: Students face difficulty in obtaining useful information about the student financial aid 
system. 

 
One of the major challenges facing Ontarioôs student financial aid system is to make the highly complex array of 
financial aid programs understandable and accessible to its applicants. OSAP is currently failing on this front. The 
following are some of the main problems with OSAPôs communications with students: 
 

(1) The OSAP website is not user-friendly. Visiting the OSAP website is a frustrating experience that can 
provide no information on certain important issues, far too much information on others, and presents all of 
this in a miniscule eight-point font size. The OSAP application is a portal to numerous financial aid 
programs, including Canada Student Loans, Ontario Student Loans, Millennium Bursaries, Access to 
Opportunity Scholarships, and many others. Students visiting the OSAP website must sift through vast 
amounts of highly detailed information related to all of these programs in order to find the information that 
specifically applies to them. Even then, applicants may be unsure about whether the information applies to 
their case.  
 
One way to address the óinformation overloadô would be to require users to enter basic data about 
themselves (e.g. full-time or part-time status, public or private institution, etc.) and display only the 
information that is applicable to their situation. This is the set-up of the Canada Student Loan website 
(www.canlearn.ca), which enables the website to provide applicable information for applicants from a much 
broader range of circumstances, as different rules apply for each province. This option will be discussed 
further in the óRecommendationsô section of the paper, in Chapter Seven.  
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Another monumental problem with the user-friendliness of the financial aid system is the complexity of the 
OSAP application process. This issue merits its own full discussion, which follows in Concern Twenty-One 
below.  
 

(2) There is a lack of awareness about programs and assistance available to students. Usage statistics 
indicate that there is insufficient awareness of programs such as Interest Reduction in Repayment that are 
aimed at assisting students facing financial difficulties. While 35 per cent of Ontario borrowers in repayment 
in 2000 were eligible for Interest Relief, only 43 per cent of eligible students took advantage of the program, 
which would prevent interest from accruing on their loans for six-month terms.141 In a separate study 
conducted by OSAP, about one-third of survey respondents said they were unaware of interest relief 
programs. The studyôs authors concluded that awareness of the interest program should be increased 
through greater loan counseling that should be offered online, by institutions, and loan service centres.142 
 

(3) The consolidation and repayment process is overly complex. Within six months of completing full-time 
studies, students must contact the National Student Loan Service Centre to consolidate their provincial and 
federal assistance into a single loan for repayment, and set the terms for the repayment schedule.143 The 
Canadian Student Loan Program reports that many problems encountered in the loan repayment process 
are attributable to the complexity of the financial aid system, as students may be carrying loans from 
different private financial institutions and levels of governments, and many have also encountered changes 
to the financial aid system over the course of their post-secondary education.144  
 

(4) There is no system information available. OSAP provides little to no information about the program on a 
system-wide basis. This information is very important to researchers and other stakeholders who attempt to 
assess the effectiveness of the financial aid programs. This stands in contrast to the federal government, 
which publishes an annual report for the Canada Student Loan Program (CSLP) detailing their activities, 
loan disbursements, the demographic profile of borrowers, average indebtedness, the uptake of relief and 
aid programs, and more.145 The provincial government should follow this example and provide the same 
accountability for financial aid dollars that it requires from universities and colleges for their operating funds.  
 

(5) There is no way to contact OSAP for more information. OUSA is frequently contacted by students who 
are frustrated with the OSAP system and are unable to obtain more information about how their application 
was assessed. There is no contact information available for applicants or other stakeholders who have 
questions about their application on the OSAP website; these individuals are directed to the financial aid 
office of their post-secondary institution, which vary in their ability to provide assistance and advocate for 
studentsô best interests. 

 

Concern Twenty-One: The OSAP application is exceedingly complex. 

 
At the heart of the financial aid system is the OSAP application, which must be completed by anyone in Ontario who 
receives loans, bursaries or scholarships funded by the government. The paper version of the OSAP application runs 
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a lengthy 22 pages, and requires applicants to list detailed information about their income, savings, and assets, as 
well as this data for their parents and/or spouse. It also requires applicants to obtain and provide supporting 
documentation for many items, including documentation of marital status and gross market value of automobiles. 
While this information is necessary to assess the amount of assistance available to each student, it can be very 
difficult for many applicants to understand and correctly complete the application in full. It also costs $10 to submit 
the paper application.  
 
In contrast, an individual tax return containing forms for both federal and provincial tax returns runs for 19 pages, 
slightly less than the 22 pages of the OSAP application. Like the financial aid application, each individual filing a tax 
return is not required to complete the entire form, but only the sections that pertain to their particular situation. 
However, unlike the OSAP application, many people obtain the paid assistance of professional accountants in order 
to complete their taxes accurately. By contrast, many students applying for OSAP lack the assistance of guidance 
counselors or other knowledgeable individuals to ensure they are completing the application accurately. They also 
often lack extensive experience in dealing with complex applications or financial information.  
 
The OSAP application process should aim to be as simple and easy to use as possible, as the accuracy of 
information entered on an OSAP application is highly important and can intricately affect the amount of assistance 
that a student receives. Students who enter incorrect information on their application, whether intentional or not, can 
face serious repercussions including becoming ineligible for future assistance.146 By simplifying the OSAP application 
process, the provincial government could provide better and more accurate assistance to the students.  
 
The OSAP website could also be used proactively to provide better targeted information to visitors about the OSAP 
application, through tools such as an online estimator of loan allocations. This could allow students to know in 
advance whether they could expect to receive financial assistance, and roughly how much it would be. For students 
who would likely not receive assistance, such a calculator would save them a great deal of time and effort that would 
be required to collect the information and documentation. 
 

Concern Twenty-Two: The financial aid system does not provide clarity or transparency in assessing need 
assessments or loan allocations. 

 
After they complete the lengthy loan application process, the OSAP system only provides applicants with two pieces 
of information, namely whether or not they qualified, and how much funding they will receive. The reasons behind 
these decisions are not included, which leaves many students confused and frustrated. In order to help students 
understand the logic behind the financial aid system, and to determine whether or not they should pursue an appeal 
of the decision, more information should be provided about the assessment process. 
 

Concern Twenty-Three: High school guidance programs often fail to provide sufficient information about 
financial aid to students. 

 
Despite the knowledge gap around student financial aid, the front-line resource of high school guidance counsellors 
are frequently not providing students with the information they need about programs that are available to them, or 
skills that they need to manage their financial resources and obligations. Guidance counsellors in middle and high 
school are expected to fulfill countless roles for students, ranging from crisis management, teach effective work 
habits, providing career education, as well as providing students with information about post-secondary education 
and financial aid. However, guidance counsellors in Ontario frequently find themselves overworked as they attempt to 
provide services to far too many students. In Ontario high schools, there is a rate of one guidance counsellor for 
every 370 students. Only 15 per cent of Grade Seven and Eight schools have guidance counsellors, and those that 

                                                 
146 OSAP website, ñVerificationò; accessed online at http://osap.gov.on.ca/eng/not_secure/verif.htm.  

http://osap.gov.on.ca/eng/not_secure/verif.htm


50 

do have an average of one half-time counsellor per 895 students.147 With these heavy workloads, there is insufficient 
opportunity for counsellors to provide customized information to students about financial aid and how to manage their 
finances in post-secondary education and beyond. There is also an inconsistent level of knowledge about financial 
aid programs amongst guidance counsellors.  
 
Given these time and staffing pressures, it is not surprising that a study of guidance services in Canada found that 
high school students had little knowledge of financial aid programs that were available to them, especially need-
based bursaries. While there tended to be more awareness of excellence awards and other merit scholarships, these 
were seen as accessible only to the academically gifted.148 
 
Loan Repayment 
 
While the majority of the focus on the student financial aid system on the front end, through need assessments and 
loan allocations, the back end of the aid system, loan repayment, is equally important. Students do not face this 
element of the financial aid system until after they graduate or otherwise leave their studies, so it tends to receive 
less attention. 
 
However, the loan repayment policies play an important role in determining the effectiveness and equity of a financial 
aid system. The manageability of loan burdens is largely shaped by details such as monthly payment amounts, the 
level of flexibility in repayment processes, and the provision of programs for borrowers facing financial difficulty. The 
following concerns outline some of the problem areas OUSA has identified in the OSAP loan repayment process. 
 

Concern Twenty-Four: Many students face difficulty in repaying their student loans. 

 
Student loans are often the first major financial responsibility shouldered by young people. However, like any form of 
debt, they must be managed responsibly, or long-term consequences can ensue. At present, a large proportion of 
students in post-secondary education are taking on some form of debt, with 40.7 per cent of Ontario students holding 
government student loans.149  
 
Not all students face difficulty repaying their student loans. About 22 per cent of undergraduate students who 
graduated in 2000 report completely repaying their loans within two years of graduation. However, these students are 
still in the minority. A slightly larger proportion of graduates, 24 per cent, reported difficulty in repaying their loans in 
2000, and 14 per cent had loans of greater than $25,000. This figure also does not include the significant proportion 
of students (41 per cent) who pursue additional education after graduation.150  
 
Worse still, a sizeable number of borrowers enter default; in 2004, OSAP reported a loan default rate of 14.4 per 
cent.151 This is well above the Ministryôs business plan to reduce default rates below ten per cent.152 Human 
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Resources and Social Development Canada reported a three-year blended CSL default rate in Ontario of 29.2 per 
cent in 2003/04. This is the proportion of the loan value entering repayment that the Canadian Student Loan Program 
(CSLP) anticipated would default (in arrears for more than 270 days) within three years of consolidation. Analysis 
done by the CSLP found that debt loads above $15,000 were associated with a higher likelihood of default; this 
category encompasses about one in five borrowers in the program. Borrowers with debt loads of $27,000 or higher 
faced a 3 per cent increased probability of default for every extra $1,000 in debt.153  
 
These statistics are troubling for both the borrowers and the financial aid system as a whole. Not surprisingly, high 
debt loads and loan defaults lead to long-term financial difficulties for the borrower (which will be discussed in further 
detail in Concern Twenty-Nine). Furthermore, the cost of defaulted loans cost the OSAP system $96 million in 
2002/03, which was 27 per cent of their overall expenditures, more than the amount spent on all provincially-funded 
bursaries and scholarships. Clearly, reducing the level of defaulted loans would be in the best interests of the 
provincial government.  
 

Concern Twenty-Five: Interest rates on OSAP loans are higher than in peer jurisdictions, resulting in higher 
costs to borrowers who take longer to repay their loans. 

 
Another crucial element of the financial aid system that tends to be overlooked is the interest rates charged on 
student loans, which significantly affects the amount of money a borrower is obligated to repay, and therefore the 
manageability of loans. At present, the financial aid system in Canada subsidizes the cost of interest on loans while a 
borrower is a student, but then charge relatively high interest rates compared to other jurisdictions after students 
graduate and begin to repay their loans. As noted in Chapter Two, the interest rates at the time of writing (October 
2006) were 8.5 to 11 per cent for Canada Student Loans, and 6 per cent for Ontario Student Loans. Compared to 
other jurisdictions, these interest rates are very high, as illustrated below in a report from 2005. 
 

Figure Seven: Interest Rates Charged on Student Loans154 
Country Interest Rate 

During Studies 
Interest Rate 

During Repayment 
Australia 2.4 per cent 2.4 per cent 
Canada 0 6 per cent 
Germany 0 0 
Netherlands 3.05 per cent 3.05 per cent 
New Zealand Inflation 7 per cent 
Sweden 3.1 per cent 3.1 per cent 
United States 0 3.37 per cent 

 
Canadaôs relatively high interest rates result in a system where borrowers who take a longer time to repay their loans, 
whether due to large debt loads, low income levels, or other reasons, can be charged substantially more on their 
loans than students who pay off their loans quickly. This makes the financial aid system more onerous for borrowers 
who are already in more difficult financial situations. Unfortunately, there is little research conducted on borrowers 
facing difficulty in repayment, since graduate surveys only tend to occur up to five years after graduation.155 
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Furthermore these surveys tend to exclude students who leave their studies without graduating, who also face higher 
risk of default.156 
 
As the chart below demonstrates, borrowers who extend their amortization period by five years face substantially 
greater costs to service their loan: 
 

Figure Eight: Monthly Payments on a $28,000 OSAP Loan over 10 or 15 years157 
Loan Amount Amortization Period Monthly Repayment Total Repayment  Total Interest Paid 

$28,000 10 years 
114 months 

$389.67 $46,760.77 $18,760.77 

$28,000 15 years 
174 months 

$326.97 $56,893.02 $28,893.02 

 
In this case, a student repaying their $28,000 loan over 15 years rather than ten will pay $9,059.62 in additional 
interest charges on the same loan, which is over 2.5 years worth of monthly payments. 
 

Concern Twenty-Six: There is very little flexibility in the OSAP loan repayment process for borrowers with 
different income levels and/or fluctuations in income. 

 
Because of the mortgage-style repayment system for OSAP loans, students are obliged to make fixed monthly 
repayments based on the value of their loan, without any other factors taken into consideration. There are no 
adjustments for students with lower incomes in order to make the payments more manageable. Furthermore, 
students who choose to make larger monthly payments to OSAP cannot later re-adjust their payment levels to a 
smaller amount if their income decreases.  
 
There are measures in place for students who have low incomes and cannot afford the monthly payments through 
Interest Relief and Debt Reduction in Repayment programs, however they are primarily intended for students who 
face severe and/or prolonged financial difficulties. Studentsô loan obligations must comprise a large proportion of their 
incomes, particularly for students with the heaviest debt loads, in order to qualify for interest relief or debt reduction. 
For example, a student with a $1,400 combined monthly payment on all student loans cannot qualify for interest relief 
unless their income is lower than $3,305 per month.158 This disqualifies students whose monthly payments comprise 
less than 42.4 per cent of their income.  
 
For students who do not qualify for interest relief but are still having difficulty meeting their loan obligations, there are 
no measures in place to make loan payments more manageable. No partial payments are permitted, leading more 
students into default. 
 

Concern Twenty-Seven: Due to wage inequalities, graduates from systematically disadvantaged groups may 
experience additional barriers in loan repayment.  

 
One major concern about student loan repayment policies is that certain groups in society systematically earn less 
than others, even when performing jobs of equal value. Under the current mortgage-style loan repayment system 
with fixed repayment terms and relatively high interest rates, for groups who systematically earn less than their peers, 
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the loan repayment process may become longer, more onerous, and more expensive, both as a percentage of their 
income and in real dollar terms. This has the effect of making the manageability of the loan repayment system 
unequal due to broader wage inequalities in society.  
 
Wage inequalities continue to be a reality in the Canadian workforce. In 2001, the federal government created a Pay 
Equity Task Force to conduct a review of the equal pay provisions entrenched in the Canadian Human Rights Act. 
This act indicates that it is discriminatory for an employer to establish or maintain different wages for male and female 
employees doing work of equal value in the same establishment.  
 
The task force found that Canadian women continue to earn less, on average, than men, with an income of 71 cents 
for every dollar earned by male counterparts in 2000. This is attributed in part to discrimination where female 
dominated jobs tend to be paid less than male dominated jobs of equal value. While much of the focus in pay equity 
surrounds gender inequalities, the task force also found that other disadvantaged groups suffer from similar 
discrimination, including visible minorities, persons with disabilities, and Aboriginal people.159 
 

Concern Twenty-Eight: Bankruptcy policies make it excessively difficult for students encountering severe 
financial difficulties to access bankruptcy protection. 

 
For individuals facing prolonged and insurmountable difficulty in repaying their loan obligations, bankruptcy protection 
is an important last-resort protection measure. However, due to policy changes instituted in 1998, student loans in 
Canada cannot be discharged as part of a claim for personal bankruptcy unless the person has been out of study for 
at least ten years. The policy was introduced shortly after the government began to shift a greater proportion of the 
costs of education to students through drastically tuition fees and larger debt loads, and effectively prevented 
students from discharging those loan obligations through bankruptcy.  
 
This policy change was unexpectedly introduced by the federal government, and was instituted just a year after the 
federal government conducted extensive stakeholder consultations, which led to the establishment of a two-year 
waiting period before student loans could be discharged. The federal government never provided an explanation for 
this drastic change, but speculation was that it was made in response to suspicions that young professionals were 
simply declaring bankruptcy to eliminate their debt despite an ability to repay their loans.160 However, research 
conducted by Saul Schwartz, a leading Canadian researcher at Carleton University on the manageability of student 
loans, shows that this type of situation only represents a tiny fraction of cases. His analysis of the individuals seeking 
bankruptcy protection on debts including student loans found that most had very low incomes, and no guarantee of 
higher future incomes. As he argues, ñwaiting ten years is not only unlikely to change their economic situation, but 
will deny them the ófresh startô that is one of the aims of the BIA [Bankruptcy and Insolvency Act].ò161  
 
Debt 
 

Concern Twenty-Nine: There is high reliance on repayable forms of assistance. 

 
With the elimination of universal grants in Ontario in 1993 and the increasing reliance on student loans as a means of 
meeting higher tuition costs, there has been an implicit shift in the philosophy underlying the funding of post-
secondary education. Student assistance programs that rely primarily on loans use a basic assumption that future 
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earnings will be sufficient to repay the loans, and leave enough net gain to justify the original investment. One clear 
articulation of this assumption is the deregulation and rapid escalation of tuition fees in programs where graduates 
are assumed to earn high wages, which would thereby allow them to repay larger debts.  
 
However, since about the early 1990s, returns on investments in higher education in Canada have been leveling off 
and even declining.162 This trend roughly corresponds to the time when tuition started to rapidly increase for 
Canadian students. As public subsidies go down and private costs go up, the net rates of return decline because 
more of the increases in wages have to go to repaying student loans. In Canada, the federal government and most 
provincial governments seem unaware of how relatively low the net rates of private return on investments in higher 
education have become, calling into question Ontarioôs predominant reliance on repayable student aid. 
 
The provincial government recently announced that non-repayable assistance would be made available to low- and 
middle-income families, for the first time in approximately a decade. However, these grants are only available to 
students in their first or second year of undergraduate studies, so low-income students in their upper years of 
university will face greater financial difficulty in meeting their educational costs.  
 

Concern Thirty: Students are accumulating high debt loads, which can lead to them abandoning their 
studies. 

 
The heavy reliance on loans in Ontarioôs student financial aid system has left students in the province with significant 
debt loads. In the most recent survey of university graduates, 40.7 per cent of Ontarioôs Class of 2000 reported 
having government student loan debt, averaging $22,700. This was significantly higher than the national average of 
$18,900, and does not include students holding private loans.163 There are indications that debt levels are continuing 
to rise; the Canada Millennium Scholarship Foundation reports university graduate debt in 2006 at an average of 
$24,047.164 
 
While the size of debt loads is a significant concern, the broader effects of debt are even more worrisome. As the 
Canada Millennium Scholarship Foundation notes, there is clear empirical evidence that qualified students can be 
driven to abandon their post-secondary studies due to high debt loads. Research conducted by Lori McElroy found 
that the larger the annual loan allocation, the lesser the probability that a student would complete their degree. 
Students with annual loans in the range of $3,000 to $9,999 had a 51 per cent probability of degree completion, and 
students with annual loans greater than $10,000 had just a 34 per cent probability of graduating.165 These students 
will not be able to access the full economic benefits of receiving a post-secondary degree through increased income 
levels, and will also be saddled with heavy debts. Statistics Canada reports an employment rate of 76.7 per cent for 
individuals who have completed a bachelorôs degree, but only a 63.1 per cent rate of employment for those who have 
only some post-secondary experience.166  
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Concern Thirty-One: Students who are unable to access OSAP or do not receive sufficient assistance from 
OSAP are using private loans in order to finance their education.  

 
Statistics on studentsô financial resources clearly indicate that many are turning to private loans in order to fund their 
education. This includes both students who receive OSAP but face additional financial shortfalls, as well as students 
who do not receive government student assistance. Furthermore, these students borrowed substantial amounts of 
money from private sources. These loans often come in the form of student lines of credit offered by banks, which 
are not need-tested, and are therefore often available to students who do not qualify for OSAP. Most student lines of 
credit require students to make monthly payments on the interest on their loans, and then provide a 12-month grace 
period before the loan converts to a regular amortized loan requiring monthly payments on both the interest and 
principal.167  
 
Amongst students with government student loans, 18.5 per cent took out private loans, borrowing an average of $585 
a month. For students without government loans, 11.1 per cent turned to private lenders, and borrowed an average 
of $727 a month.168 Considering that the OSAP need assessment currently budgets $969 per month in living 
allowance for a dependent or independent student living away from home, these borrowing figures indicate that 
students have substantially greater need than the OSAP need assessment would suggest.  
 
Borrowing patterns also indicate that lower-income students are turning to private loans in greater proportions than 
their higher-income counterparts. For students whose parentsô highest level of education was high school, 18.7 per 
cent used private loans, compared to 15.9 per cent of students with parents who graduated from college, and 11.6 
per cent of students whose parents graduated from university.169 
 
OUSA believes that the growth of private student assistance is a highly negative trend in student assistance. There 
are four major areas of concern: 
 

1. Private loans are administered for profit, not for public good. For a bank, student assistance is just 
another form of consumer loan distributed as a money-making instrument. As such, private lending 
institutions are focused on their own bottom lines, not the personal well-being of the student borrower. As a 
result, these loans are not administered in a particularly student-friendly manner. Government assistance is 
more appropriately viewed as an investment in the development of the individual, and thus can be 
structured in accordance with the principle of maximizing university access while minimizing the negative 
impacts of student debt. 
 

2. Private loans tend to require repayment in study. Under almost every publicly-administered student aid 
program including OSAP, a student makes no repayment on their government loan until six months after 
graduation. There is no such provision with private loans. The average student with a bank loan or line of 
credit pays $108 a month, or $1,296, simply to service their debt.170 This usually does not include any 
repayment of the principal of the loan. This represents the addition of a considerable financial burden to 
students who are already struggling to finance their studies. 
 

3. Private loans have no provision for debt reduction. Under most public student aid systems, students are 
eligible for a variety of programs aimed at easing the burden of loan repayment and reducing overall debt. 

                                                 
167 Sean Junor and Alex Usher, The Price of Knowledge 2004 (Montreal: Canada Millennium Scholarship Foundation, 2004), 237-

238.  
168 Christine Laporte, ñMaking ends meet: financial barriers to PSEò (presentation to the CASFAA/Millennium Conference on 

Enhancing Access to Post-Secondary Education, Ottawa, Canada, September 16, 2006).  
169 Ibid.  
170 EKOS Research Associates, Making Ends Meet: The 2001-2002 Student Financial Survey (Montreal: Canada Millennium 

Scholarship Foundation, 2003), 86.  
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For example, students who receive OSAP benefit from debt remission offered through the Ontario Student 
Opportunity Grant (OSOG), interest relief at both the federal and provincial levels, and additional debt 
reduction program offered on the Canada Student Loan portion of their debt. Private loans do not offer any 
of these programs. Such provisions are essentially subsidies; a business concerned with the bottom line has 
not interest in reducing their profit margins to protect graduates. Thus, it is far easier for a student with 
private loans to fall into default and suffer the full range of penalties for failing to pay, including damaged 
credit, garnished salaries, and even the seizure of personal property.  
 

4. Private loans have higher interest rates. Students sometimes end up paying higher interest rates under 
privately administered student loan programs, and even more punishing interest rates for outstanding 
balances on student credit cards. The following chart lists the interest rates for student lines of credit and 
student credit cards, current at the time of writing (September 2006).  

 
Figure Nine: Interest Rates for Student Borrowing at Major Canadian Banks171 

Bank Student Line 
of Credit 

Student Credit 
Card 

TD Canada Trust 7.75 per cent 19.75 per cent 
Royal Bank 7.25 per cent 18.5 per cent 
Bank of Montreal 7.25 per cent 18.5 per cent 
Scotiabank 7.25 per cent 18.5 per cent 
CIBC 8.25 per cent  

(depends of credit rating) 
18.5 per cent 

 

Concern Thirty-Two: There is a lack of research on the long-term effects of student debt.  

 
Over the past 15 years, as the higher education system has faced funding pressures, higher tuition has come to play 
an increasingly prominent role in funding the costs of post-secondary studies. Larger student loan burdens have 
accompanied this shift, as students defer the costs of their education until after they have graduated and enter the 
workforce. Graduates of undergraduate programs in the Class of 2000 owed about 30 per cent more than the Class 
of 1995, and 76 per cent more than the Class of 1990, even after adjusted for inflation.172 
 
This policy shift towards higher debt loads and longer periods of repayment has likely occurred without analysis of 
what thresholds might exist before debt becomes unmanageable. Other important considerations are what the long-
term effects of deferring payment until later in studentsô lives might be, on either an individual and societal level. It is 
an easy fix to allow students to pay for higher tuition through broadened eligibility criteria, longer repayment periods, 
and higher loan limits in the financial aid system, however more thought must be given to what the potential long-
term trade-offs might be. With the 76 per cent increase in debt loads in less than a generation, what will be the 
effects on graduatesô plans to pursue more education, purchase homes, or raise children? Rather than providing a 
simple solution for increasing studentsô financial contributions to their education, increased debt loads may have 
much longer-term impacts upon our society.  
 
The career choices of high-debt graduates may serve as a useful case study. A report by the State PIRGsô Higher 
Education Project examined the debt burdens of public and private university graduates in the United States, and 
gauged whether they would be able to afford to take jobs in essential public service fields such as teaching or social 
work. Using a measure of ómanageable debtô, they show that 23 per cent of public university graduates carry too 
large a loan burden to manageably repay their debts as a starting teacher, and 37 per cent would not be able to 
afford a position as a social worker. For private university graduates, these proportions rise to 38 per cent for 

                                                 
171 Calculations as a result of phone calls to each bank, and website.  Interest rates as of 18 September, 2007.  
172 Statistics Canada, ñNational Graduates Survey: Student debtò The Daily, April 26, 2004 (Ottawa: Statistics Canada, 2004); 

accessed online at http://www.statcan.ca/Daily/English/040426/d040426a.htm.  

http://www.statcan.ca/Daily/English/040426/d040426a.htm
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teaching and 55 per cent for social work.173 Limiting studentsô career choices due to loan burdens will have 
consequences for both these important professions and the broader economy.  
 
System Issues 
 

Concern Thirty-Three: Governments have displaced their commitments to student financial aid in reaction to 
the availability of other aid dollars from other sources. 

 
There are many different players and programs that make up Ontarioôs student financial aid system, including the 
federal and provincial governments, institutional financial aid, a federal foundation, as well as private scholarships 
and bursaries. While the CSL and OSL programs are fairly well coordinated, the federal and provincial governments 
have used the availability of financial aid money from other sources as justification to reduce the amount of 
government financial aid provided to students. As a result, students have seen no difference in their personal 
finances despite the creation of major new financial aid programs and the allocation of new sums of money for 
student aid. 
 
The best-known case of student aid displacement involves the implementation of need-based bursaries in certain 
provinces by the Canada Millennium Scholarship Foundation (CMSF). The CMSF was created in 1998 through a 
$2.5 billion endowment from the federal government, with the purpose of granting scholarships to students who are in 
financial need and demonstrate merit, in order to improve access to post-secondary education.174 The program 
supplies both merit-based scholarships and need-based bursaries to students across the country. The funding is not 
directly disbursed to students; rather, it is paid to each provincial government and applied to the studentôs 
outstanding loan balance. On the surface, the Millennium Scholarship model is an effective means to provide back-
end financial assistance in order to reduce debt loads. Unfortunately, the administration of the OSAP program has 
interfered with the program reaching its full effectiveness in Ontario.  
 
Essentially, OSAP uses the Millennium Bursary to offset the OSOG program. Instead of utilizing both programs to 
reduce a studentôs debt, the provincial government uses the Millennium Bursary to relieve their own debt remission 
responsibilities. These students also receive a $500 top-up funded by the provincial government. Once the bursary 
has been applied to the loan principle, a student is only eligible for a maximum of $1,900 in provincial debt remission. 
This has a major impact upon students, as illustrated in Figure Ten below. Rather than receiving any new money for 
debt reduction, as was the intended effect of the bursaries, due to political negotiations around the implementation of 
the bursaries in Ontario, students simply saw the source of their existing debt remission funds switch in part to the 
CMSF.  
 

Figure Ten: Consequences of the Millennium Bursary Displacement of OSOG 
 

Financial Circumstance Financial Results 
with Displacement 

Financial Results 
without Displacement 

Maximum OSAP Award $11,900 $11,900 
Millennium Bursary ($3,000) ($3,000) 
OSOG Contribution ($4,900) ($4,900) 
Millennium Top-Up $500 n/a 
Total Yearly Debt $6,500 $4,000 

 

                                                 
173 Luke Swarthout, Paying back, not giving back: student debtôs negative impact on public service career opportunities 

(Washington, DC: State PIRGsô Higher Education Project, 2006), 4-5; accessed online at 

http://www.pirg.org/alerts/route.asp?id2=23337.  
174 House of Commons, Bill C-36, Budget Implementation Act, February 24, 1998; accessed online at 

http://www2.parl.gc.ca/HousePublications/Publication.aspx?pub=bill&doc=C-36&parl=36&ses=1&language=E&File=29#3.  

http://www.pirg.org/alerts/route.asp?id2=23337
http://www2.parl.gc.ca/HousePublications/Publication.aspx?pub=bill&doc=C-36&parl=36&ses=1&language=E&File=29#3
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The CMSF responded to the displacement by creating agreements with each provincial government on the use of 
displaced funds, which would be required to be used in the ósame or related priority areaô, which was defined as 
being ófor the benefit of studentsô. In Ontario, this produced an agreement for the provincial government to reinvest 
displaced funds into guaranteed $500 top-ups for bursary recipients, increased operating grants for universities, 
increased in-school work and scholarship exemptions, Ontario Graduate Scholarships, and a doubling of the work-
study program. In 2000/01, these re-investments came to a sum of $85 million.175 While these uses do assist 
students in some way, they decrease the level of non-repayable assistance that would be available to students 
without the Millennium displacement.  
 
By the end of 2005, the Millennium Scholarship Foundation reported providing a total of $638,103,000 for debt 
reduction for Ontario students since the foundationôs creation in five years of distributing funds.176 This is a huge pool 
of funds that the provincial government has chosen to not provide to Ontario students in the form of non-repayable 
assistance as a result of the availability of Millennium funds.  
 

Concern Thirty-Four: Tax credits for post-secondary education tend to disproportionately benefit higher 
income individuals and/or families.  

 
In Canada, tax credits do not equally benefit individuals across income brackets. On average, high income earners 
claim more through the tax credits than do people from low or middle income families, likely due to the fact they tend 
to pay more in taxes. In 2004, the average tuition and education amount claimed by families in the bottom income 
quartile, with an average income of $28,800, was $520. By contrast, parents in the highest income quartile, with 
average incomes of $200,100, claimed an average tuition and education tax credit of $2,000. Middle-income parents 
in the second and third quartiles claimed $1,300 and $1,600, respectively.177  
 
Tax credits do little to help lower income families to gain access to post secondary education. The educational tax 
credit system requires students to pay their tuition, living expenses and related fees for their education with money 
up-front, and then the credits are provided several months later on the individualôs income taxes. Tax credits do not 
help with the initial financial entrance into the post secondary education system, unlike other forms of financial 
assistance like up-front bursaries or grants. The students will most benefit from tax credits are already in the system.  
 
The federal government now spends over $2.5 billion in student financial assistance programs that are implemented 
through the income tax system, including both tax credits, and to a lesser extent, Canada Education Savings Grants. 
This is more money than is spent through the entire Canada Student Loans Program through loans and grants.178 
Tax credits offer about $2,000 in total tax savings to each student in Ontario (based on $5,000 in tuition fees), 
regardless of need or income.  Furthermore, tax credits are becoming increasingly popular, with large recent 
increases in the amount of education credits provided by the federal and other provincial governments.179 OUSA 
believes that the money spent on tax credits would be much more effectively used as up-front financial aid that is 
targeted to students with the greatest need.  

                                                 
175 Institute of Intergovernmental Relations, Queenôs University, Canada Millennium Scholarship Foundation: Evaluation of the 

foundationôs performance, 1998-2002 (Montreal: Canada Millennium Scholarship Foundation, 2003), 45; accessed online at 

http://www.millenniumscholarships.ca/images/Reports/evaluation_en.pdf.  
176 Canada Millennium Scholarship Foundation, The cross-Canada impact of Canada Millennium Scholarship Foundation 

programs (Montreal: CMSF, 2006); accessed online at 

http://www.millenniumscholarships.ca/uploadfiles/documents/annual_reports/impact_2005_en.pdf.  
177 Christine Neill, ñTuition and education tax creditsò (presentation to the CASFAA/Millennium Conference on Enhancing 

Access to Post-Secondary Education, Ottawa, Canada, September 16, 2006). 
178 Sean Junor and Alex Usher, Student Aid Time Bomb: The coming crisis in Canadaôs student financial aid system (Toronto: 

Educational Policy Institute, 2006), p.18; accessed online at http://www.educationalpolicy.org/pdf/timebomb.pdf.  
179 Christine Neill, ñTuition and education tax creditsò (presentation to the CASFAA/Millennium Conference on Enhancing 

Access to Post-Secondary Education, Ottawa, Canada, September 16, 2006). 
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Concern Thirty-Five: Ontario tax credits do not provide the same credit for residence fees as other forms of 
rental housing.  

 
While OUSA has fundamental concerns about the use of education tax credits as a means of distributing financial 
assistance, they are not the only types of tax credits that impact post-secondary students. In Ontario, students (and 
residents over age 18 in general) are eligible to receive tax credits for property tax or rental costs. According to the 
provincial government, the Ontario Property Tax Credit and other forms of tax credits are aimed at assisting Ontario 
residents with low to moderate incomes.180 The program provides up to $250 in tax credits for individuals paying 
property tax or rent in Ontario, and applies to a broad range of housing, including houses, apartments, 
condominiums, hotel or motel rooms, mobile homes and rooming houses.181  
 
OUSAôs concern about this tax credit is that students who live in university residences cannot benefit from the same 
amount of tax credits as individuals living in rental apartments, and can only claim $25 in credit. This is ostensibly 
due to these residences being exempt from paying municipal or school tax.182 However, the cost of living in a 
university residence is often on par with rental housing, if not more. The students who live in these facilities should 
not be barred from accessing the same level of tax credits as other students. 

 
 
 

                                                 
180 Ontario Ministry of Finance, ñProperty Tax Creditò; accessed online at 

http://www.trd.fin.gov.on.ca/userfiles/HTML/cma_3_2483_1.html.  
181 Certified General Accountants of Ontario, ñOntario Provincial Taxò; accessed online at http://www.cga-

ontario.org/contentfiles/publications_promotions/ptp/ontario.aspx; Canada Revenue Agency, ñCompleting your Ontario Formsò, 

p.6; accessed online at http://www.cra-arc.gc.ca/E/pub/tg/5006-n/5006-n-05e.pdf.  
182 Canada Revenue Agency, ñCompleting your Ontario Formsò, 6; accessed online at http://www.cra-arc.gc.ca/E/pub/tg/5006-

n/5006-n-05e.pdf. 
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RECOMMENDATIONS 
 
This chapter sets out OUSAôs recommendations for reforming the student financial aid system in Ontario. Our 
recommendations include both structural changes to how financial aid is assessed and allocated, as well as shorter-
term measures that would immediately help current students to meet their educational costs.  
 

Recommendation One: The provincial government must provide sufficient funding to the student financial 
aid system in order to ensure that it can provide sufficient levels of assistance to all students in need. 

 
Due to the vital importance of student financial aid to equitable university access, it is of the utmost importance that 
the system of support receives sufficient funding from the provincial government. This system should be administered 
as a social good, where the needs and interests of students are prioritized. The financial aid system must not be 
structured as a business, so the primary concern should be around the financial sustainability of both students and 
graduates, rather than the question of whether the system is achieving cost-recovery. Above all, the system must not 
be administered for profit, as this is contrary to the core mission of student financial aid.  
 

Recommendation Two: Tuition must be government regulated. 

 
When considering the financial aid system, it is important to recognize the intrinsic connection between tuition and 
student assistance. Any changes to the way tuition fees are set will have a major impact on the ability of the student 
financial aid system to meet studentsô needs. One major step to ensure a greater level of control and predictability of 
tuition fees is to ensure that they remain regulated by the government.  
 
For many years, university presidents have lobbied for the provincial government to cede their regulation of tuition, 
and provide them with greater power and óflexibilityô to set tuition fees at their own institutions. While universities may 
promise to keep tuition levels at manageable levels, past experience has shown that deregulation invariably leads to 
rapid and unpredictable tuition hikes. The student financial aid system often cannot provide enough assistance to 
meet these escalating costs, and students are simply encouraged by their institutions to pursue private bank loans 
and lines of credit that the institution sometimes helps to arrange.183 And as the experience of deregulation in 
professional programs in 1998 has shown, this has a significant impact on access for middle and lower income 
students.184 To prevent any magnification of this problem, the government must retain their control over setting tuition 
policy.  
 
Need Assessment and Loan Allocation 
 

Recommendation Three: The provincial government must develop an accurate assessment of total student 
costs in Ontario. 

 
In order for the financial aid system to function effectively, a core requirement is for it to accurately gauge student 
costs, and provide them with sufficient financial assistance in order to meet those costs. As outlined in Concerns One 
through Nine, the OSAP system is currently not meeting this basic goal. Despite several improvements made to the 
need assessment formula in 2005/06, these were relatively minor and long overdue measures. Numerous problems 

                                                 
183 See for example information about the RBC/Queenôs Student Line of Credit, accessed online at 

http://www.queensu.ca/registrar/awards/student/student-loc.html, and UofTôs financial aid information for medical students, 

accessed online at http://www.facmed.utoronto.ca/English/Financial-aid-information.html.  
184 Marc Frenette, ñThe impact of tuition fees on university access: evidence from a large-scale price deregulation in 

professional programsò, (Ottawa: Statistics Canada, 2005); accessed online at 

http://www.statcan.ca/english/research/11F0019MIE/11F0019MIE2005263.pdf. 

http://www.queensu.ca/registrar/awards/student/student-loc.html
http://www.facmed.utoronto.ca/English/Financial-aid-information.html
http://www.statcan.ca/english/research/11F0019MIE/11F0019MIE2005263.pdf
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in the way OSAP determines a studentôs level of financial assistance remain in place, and will worsen year after year 
if structural changes are not made.   
 
In order to address the most egregious problems with the need assessment, OUSA recommends that the provincial 
government should strike a task force to revamp the OSAP need assessment. This task force, or any other group 
charged with reviewing the need assessment formula, must ensure that it accurately assesses the costs of tuition, 
books, living expenses, and other educational costs that a student faces in an academic year.   
 

Recommendation Four: The amount of financial assistance allocated to students must be large enough to 
completely cover actual tuition and reasonable cost of living expenses.  

 
Another key step required to make student financial aid function effectively is the provision of adequate amounts of 
assistance. At present, the existence of maximum OSAP assistance levels that fall well short of most studentsô need 
assessments undermines the basic purpose of assessing need, since the financial aid system cannot even provide 
them with enough assistance to meet it. OUSA believes it should be a fundamental goal for the financial aid system 
to provide students with enough assistance to meet their assessed need. This should ideally be done through the 
government financial aid programs, CSL and OSL; however institutional financial aid can also play a role in meeting 
the assessed need.  
 

Recommendation Five: In depth research of Ontarioõs regions must occur to account for the geographic 
circumstances that must be built into the cost of living loan assessment by developing need assessment 
calculations uniquely specific to each city with a post-secondary institution. 

 
Many of the problems that OUSA has identified in OSAP derive from the fixed, one-size-fits-all approach used in the 
need assessment formula, which hinders the system from having any geographic sensitivity or responsiveness to 
external change. As outlined in Concern Two, there is a great deal of variation in the cost of living around the 
province. While the OSAP need assessment currently adapts to the differing costs of tuition, books and equipment in 
different programs and institutions, a standard figure is used province-wide as the allocation for living costs. This 
places a large proportion of Ontario students in financial difficulty, simply due to the location where they are studying. 
For example, Runzheimer Canada found that a single student living in a Toronto apartment faced 34 per cent more in 
room and board, and other living expenses compared to a student in North Bay.185  
 
To address this issue, OUSA recommends that geographic sensitivity be incorporated into the assessment process 
for the cost of living loan under a new financial aid system. Cost of living data should be developed specific to each 
city with a post-secondary institution, by reviewing local rent and living costs. This information would be used to 
assess studentsô OSAP applications, and assistance would be provided in a way customized to students at each 
institution.  
 
Another concern around OSAP policies on geographic circumstances is the expectation for students whose families 
live within 40 kilometers of their institutions to live at home. This is particularly difficult for students living in rural areas 
that are within that distance of their institution, in part because there is often no reliable public transit for them to 
travel. These students should be able to appeal their OSAP assessment and receive enough assistance to live closer 
to their institutions. Students living within 40 kilometers of their institution should also be able to receive OSAP 
assistance for them to live in residence for the first year of their education. This will allow them to participate more 
fully in the broader university environment and increase student engagement.    
 

                                                 
185 Runzheimer Canada, Student Cost of Living Survey (Toronto: University of Toronto, 2003), 3; accessed online at 

http://www.abrightfuture.ca/docs/Cost%20of%20living%20-%20UofT.pdf 
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Recommendation Six: The student financial aid system must include mechanisms to automatically adjust aid 
allocations and loan limits to changes in tuition policy and inflation. 

 
In order to negate the need to continuously revisit the OSAP need assessment formula, the provincial government 
must incorporate mechanisms into the financial aid system that automatically adjust aid allocations to changes in 
tuition policy and inflation. In this model, the amount of financial aid provided to students would be pegged to the 
governmentôs tuition policy, so that if tuition is regularly increasing (as it will in the current tuition framework), the level 
and value of assistance to be provided to students would remain constant. This would ensure that students 
continually receive the amount of assistance that they need to fund their studies, and not simply when it is a political 
priority. By calculating need assessments based on inflation-indexed living expenses, provincial policy will recognize 
the changes in cost that occur over time, and avoid the situation outlined in Concern Three where maximum levels of 
OSAP assistance remained static for over a decade. 
 
Inflation indexing is already practiced in various parts of government. For example, the Canada Pension Plan adjusts 
all benefits once a year by the Consumer Price Index, in order to ensure that seniorsô pension payments are adjusted 
for them to have the same purchasing power.186 Low-income cut-offs (often described as the ópoverty lineô) are also 
often indexed to inflation, so child tax benefits and other government programs aimed at helping low-income people 
are sensitive to changes in buying power.187 These policies recognize that for people on limited budgets, such as 
seniors and low-income individuals, depreciation through inflation can have a major impact. This same consideration 
should be applied to students receiving OSAP.  
 

Recommendation Seven: The provincial government should change parental contribution formulas to 
include more responsiveness to regional costs of living and individual circumstances.  

 
In continuing with our broader recommendation that OSAP policies should include greater responsiveness to cost 
differentials across the province, OUSA recommends that there should be more sensitivity to regional costs of living 
in the parental contribution formula. OUSA also recommends more sensitivity to individual circumstances that may 
affect the contributions that parents can reasonably make to their childrenôs educational costs.  
 
In the OSAP need assessment, expected parental contributions for dependent students are calculated by taking the 
net parental income, and subtracting an amount deemed to be a ómoderate standard of livingô for the family size. The 
remaining amount is deemed to be the parent(s)ô óAnnual Discretionary Incomeô, a percentage of which is expected to 
be contributed to their childôs post-secondary expenses. The proportion of discretionary income to be devoted to 
paying post-secondary costs increases according to the net parental income.188  
 
Calculations are based on Moderate Standard of Living figures provided by the federal government through the 
Canada Student Loans program, which vary by province, as illustrated below.189 
 
 
 
 
 
 

                                                 
186 Human Resources and Social Development Canada website, ñGeneral Information about the Canada Pension Planò; accessed 

online at http://www.sdc.gc.ca/asp/gateway.asp?hr=/en/isp/cpp/cppinfo.shtml&hs=cpr#17.  
187 Statistics Canada, ñLow Income Definitionsò. Accessed online at 

http://www.statcan.ca/english/freepub/75F0011XIE/2005001/notes_lowincome.htm.  
188 Ministry of Training, Colleges and Universities, Student Support Branch, OSAP 2006-2007 Student Eligibility and Financial 

Need Assessment Manual (Toronto: MTCU, 2006), 53. 
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Figure One: Moderate Standard of Living Estimates by Family Size for 2007-08 Loan Year190 
Family 
Size 

NF PEI NS NB QC ON MB SK AB BC YK NT 

2 31,331 32,342 35,643 31,766 36,156 41,054 35,080 34,470 43,447 39,477 42,740 42,740 
3 39,144 41,116 44,352 39,419 45,696 50,968 43,934 43,173 52,075 51,286 50,234 50,234 
4 45,242 47,344 50,528 44,851 52,459 58,002 50,215 49,344 58,193 59,661 55,552 55,552 
5 49,970 52,172 55,320 49,063 57,713 63,463 55,091 54,133 62,943 66,156 59,676 59,676 
6 53,836 56,118 59,236 52,504 61,999 67,916 59,075 58,074 66,821 71,465 63,051 63,051 
7 57,102 59,453 62,547 55,415 65,625 71,689 62,441 61,354 70,101 75,955 65,899 65,899 
8 59,933 62,341 65,417 57,935 68,768 74,951 65,356 64,219 72,945 79,845 68,369 68,369 
9 62,429 64,892 67,945 60,157 71,539 77,830 67,929 66,746 75,449 83,274 70,545 70,545 
10 64,662 67,169 70,209 62,143 74,017 80,411 70,227 69,007 77,695 86,340 72,493 72,493 

 
 
As illustrated by the chart, the federal government recognizes that there is as much as a 42 per cent cost differential 
for a family of four living in the Yukon rather than in Quebec. As OUSA and other provincial stakeholders have 
argued, there are also significant cost differentials within Ontario that merit recognition. While it is not recognized in 
OSAP policies, the provincial government cites the different costs of Ontario cities compared to Canadian and 
international counterparts as marketing information on an óInvest in Ontarioô website.191 The ñ2Ontario.comò website 
cites an international cost of living survey by human resources consultants William Mercer, where Toronto is ranked 
as the most expensive Canadian city, with Vancouver, Calgary, Montreal and Ottawa each costing successively less.  
 
Another concern about the parental contribution formula is that the amount is not adjusted to consider the number of 
children that plan to enroll in post-secondary education in the coming years, nor any additional costs that parents 
may face for various reasons. For example, parents who face elevated costs due to a child with disabilities, or high 
debt loads, may not be able to contribute the expected amount to their childrenôs education. These students should 
not suffer from budgetary shortfalls due to their parentsô larger financial obligations. 
 
OUSA recommends that the provincial government should obtain or calculate moderate standard of living figures by 
city in Ontario, and that this data should be used both in OSAP need assessment calculations (as outlined in 
Recommendation Five), as well as parental contribution information. OUSA also recommends that there be 
provisions for students to appeal the parental contribution expectations in their OSAP need assessments if their 
parents face particularly high costs.  
 

                                                 

190 Human Resources and Social Development Canada website, ñModerate Standard of Living Estimates by Family Sizeò; 

accessed online at http://www.hrsdc.gc.ca/cgi-bin/hrsdc-

rhdsc/print/print.asp?Page_Url=/en/hip/cslp/Policies/41_po_Table8ModerateStandardLiving.shtm 

191 Ontario Economic Development website, ñCost of Living in Major Cities: International Comparisonò; accessed online at 

http://www.2ontario.com/welcome/coca_701.asp.  
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Recommendation Eight: The provincial government should allow an exemption of a small amount of savings 
in the OSAP need assessment, to allow for emergencies, cash shortfalls, and to promote prudent financial 
planning and saving. 

 
In the OSAP need assessment, almost all of a studentôs assets are counted as part of their resources expected to 
fund their post-secondary studies. This includes all savings held in cash, at financial institutions, or in the form of 
Guaranteed Investment Certificates or other investments. Exemptions are in place for the gross market value of 
vehicles less than $5,000 (as reported by the Ministry of Transportation) and for $2,000 in Registered Retirement 
Savings Plans (RRSPs) for every year that the student has been out of secondary school.192  
 
These savings and assets are used in the OSAP need assessment to reduce a studentôs assistance level on a dollar-
for-dollar basis. For example, a student with just $300 in their bank account would be expected by OSAP to use the 
full $300 to fund their education, as their assistance level would be reduced by $300.193 This creates an implicit 
expectation that students should finish the academic year with no money or savings. By requiring students to 
liquidate all of their assets other than a certain amount of RRSPs, the provincial government leaves many students in 
a precarious financial situation, without any of the reserve funds they may have worked long and hard to build. Many 
students, particularly those with children, attempt to keep some funds set aside in the event of emergency, illness, or 
other situations.194 
 
The provincial government recognizes that it is reasonable for older students to maintain some of their savings, and 
therefore does not require the liquidation of all funds held in RRSPs. However, many students who accumulate 
savings do not deposit them into RRSPs for various reasons, including the need for more easily accessible savings, 
or because they have not reached an income level where this would be financially beneficial to them, amongst other 
reasons. These students should not have their financial savings treated differently based on how they are saved. 
 
OUSA therefore recommends that the provincial government implement a reasonably-sized exemption for all assets 
for students. This exemption level should adjust according to each studentôs age and circumstances, including their 
number of dependent children. 
 

Recommendation Nine: OSAP should give the option for students to receive their OSAP allocations on a 
monthly basis. 

 
In the present student financial aid system, students receive their loan allocations in two installments, one at the 
beginning of the academic year in September, which provides 60 per cent of the studentôs loan, funded from the 
Canada Student Loans program, and another in January, providing the remaining 40 per cent that is funded by 
Ontario Student Loans. These essentially provide loan advances for the following months. Students studying for the 
full calendar year can find themselves in a situation where they have received all of their loan disbursements after 
just a term of study, yet face another eight months of classes to complete. Many students face difficulty in managing 
these lump sum payments so that they stretch for the full eight months of an academic year. While they receive these 
payments biannually, many of their costs ï such as rent, phone bills, public transit passes, and so on ï must be paid 
on a monthly basis.  
 
Switching to a system of monthly payments would also be a means of reducing OSAP costs. In the 2003 Auditorôs 
Report that reviewed OSAP, the provincial auditor recommended matching assistance payments more closely to 
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studentsô cash flow requirements. The auditor notes that this would be a means of reducing OSAP overpayments to 
students who leave their studies before the completion of the academic year, and it would also allow students to 
more prudently manage their finances, which would likely also reduce the number of loan defaults.195 According to 
the Deputy Minister of the Ministry of Training, Colleges and Universities, the provincial government is attempting to 
follow up on the Auditorôs recommendation. The federal government has issued a Request for Proposals (RFP) for a 
loan service provider that would enable monthly loan disbursements in Spring 2006.196  
 
Monthly payments are already utilized by the student financial aid system in Saskatchewan. Students receive the 
CSL portion of their assistance package in September, which allows them to pay for certain up-front costs such as 
tuition, rental deposits and books. The Saskatchewan portion of the funding package is disbursed on a monthly 
basis.197  
 
OUSA recommends implementing Saskatchewanôs model in Ontario as an option for students. Following this model 
of disbursing only OSL on a monthly basis would allow the provincial government to implement the transition without 
requiring co-ordination with the federal government through the Canada Student Loans program. It would also mean 
that institutions could continue to receive a substantial of their payments for tuition in September, allowing them to 
continue accumulating interest on these funds through the academic year. There should also be the option for 
students to opt-out to the current system of biannual payments if this better suits their cash flow requirements. There 
should continue to be the option for students to receive the current system of biannual payments if this better suits 
their cash flow requirements. 
 

Recommendation Ten: The provincial government should allow students to earn income up to the amount of 
their unmet need before their OSAP is clawed back.  

 
One of OUSAôs concerns about the financial aid system is around how students meet their óunmet needô, or the gap 
between their assessed costs and the actual amount of financial assistance they receive. In the provinceôs financial 
aid system, institutions have been handed the responsibility to provide funds to meet this unmet need, however as 
noted in Concern Fourteen, these efforts are varied and scattershot.  
 
With insufficient amounts of OSAP and institutional financial assistance, many students use employment earnings 
during the school year as a way of meeting their costs. Students are currently entitled to earn $50 a week, or $1,700 
for a 34-week academic year, before employment earnings are counted as part of their study period income and their 
OSAP need assessment begins to decline.198 This penalizes many students for attempting to earn more money, 
despite having legitimate financial need that is recognized by OSAP. The student may subsequently be classified as 
having received an overpayment due to their additional income, and they may see the overpayment deducted from 
future loans, or be forced to repay the excess to OSAP. Students who fail to rectify their overpayments may cease to 
be eligible for future financial assistance.199 
 
OUSA believes that if the financial aid system recognizes unmet need, students should be able to earn that amount 
of income through paid employment without seeing their OSAP allocations decline. The OSAP online system already 
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provides calculations of each studentôs unmet need to their universityôs Financial Aid Office.200 After institutional 
financial aid is taken into account, this figure should then be used as the personal income exemption amount allowed 
for that student, on top of the current exemption of $50 a week. This will encourage students who wish to work more 
to do so without financial punishment.  
 
Qualification for OSAP 
 
The vision of Ontarioôs student financial aid system, as outlined by OSAP, is: 
 

ñTo assist eligible students who do not have the resources to meet the costs of postsecondary education. 
The intention is to promote equality of opportunity for postsecondary studies by providing financial 
assistance for educational costs and basic living expenses where students (and their families) do not have 
the resources to meet these costs.ò201 [emphasis added] 

 
However, OSAP is falling well short of meeting these goals, due to qualification rules that bar many students with the 
greatest need from accessing the financial aid system. Facing budgetary deficits in the late 1990s, the provincial 
government disqualified certain groups of students from receiving assistance for their post-secondary studies. This 
resulted in a rapid 40 per cent decline in the number of students receiving OSAP, from 212,189 in 1995 to 130,687 in 
2002, despite slight enrolment growth, as groups such as part-time students and students with imperfect credit 
histories found themselves shut out of the system.202 With a new investment of $1.5 billion to financial aid through the 
Reaching Higher plan, the provincial government should provide assistance for some of the most disadvantaged 
groups who require assistance the most in order to attend a post-secondary institution. This should occur through an 
expansion, or in some cases restoration, of qualification rules to include certain categories of students, as well as by 
providing an improved appeals process for students in unique circumstances to have their case heard by their 
financial aid office. 
 

Recommendation Twelve: The provincial government must remove unfair categorical ineligibilities from the 
financial aid system that disqualify individuals including, but not limited to, part-time students, individuals 
receiving Ontario Works, students studying outside of Canada, students facing academic difficulties, and 
students with poor credit records. 

 
OUSA recommends that the following groups, discussed in detail in Concern Four, should be eligible for OSAP 
assistance: 
 
Á Part time students. Students who are enrolled on a part-time basis represent a broad cross-section of the 

post-secondary population, but count a large proportion of adult learners, students with dependents, and 
other under-represented groups, who are often unable to dedicate the time and resources required to study 
full-time. Providing them access to financial assistance will help make post-secondary education more 
accessible and manageable. It would also cease to penalize students who, for whatever reason, withdraw 
from or fail a course, and then see their OSAP eligibility reversed due to their lighter course load.  
 

Á Individuals on Ontario Works. In a recent study by the Canadian Policy Research Networks, Karen Myers 
and Patrice de Broucker report that 42 per cent of Canadians aged 16 to 65 have literacy levels below the 
standard needed to live and work in todayôs society, and these rates have not changed in the past decade. 
They point out that less-educated individuals tend to experience lower wages, higher likelihood of 
unemployment, and lower-status jobs, and these individuals tend to fall further and further behind their 
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better-educated counterparts over the course of their lives.203 However, rather than facilitating lifelong 
learning, the current financial aid system creates barriers for adults seeking to obtain more education or 
upgrade their skills, particularly those who are not already well-educated professionals.  
 
There are simple ways to address these persistent problems. One crucial step would be to reinstate 
assistance to individuals receiving Ontario Works, who face some of the greatest barriers to accessing post-
secondary education. This will have a profound effect on expanding access to individuals who did not have 
the opportunity to obtain more education and seek better-paying and more fulfilling employment. It will also 
lead to higher future returns for the province through an elevated tax base.  
 

Á Students studying at institutions outside of Canada. OUSA believes that students should be able to 
receive the same level of financial assistance that is provided to students studying in Ontario or in other 
Canadian provinces. As noted in Concern Four, students study at foreign institutions for a variety of 
reasons, such as to study in a specialized program that is unavailable or has insufficient capacity in Canada, 
studying with top scholars located outside of the country, the desire for international experience and 
language study, amongst others. These students often face elevated costs and should be able to access 
financial assistance. 
 

Á Students who do are not achieving satisfactory academic progress. OUSA does not believe that need-
based financial assistance should be seen as a means of evaluating a studentôs academic progress. If a 
student is struggling in their studies or lacking direction, institutions should use academic means of placing a 
student under probation, rather than barring them from receiving financial assistance. 
 

Á Students with poor credit. As part of the provinceôs social safety net that helps low-income and other 
disadvantaged groups, OUSA believes that the government financial aid system should not be run using the 
business logic where the óbottom lineô takes primacy over investments in human capital. As such, students 
with poor credit or who are in arrears on loans should not be banned from receiving OSAP. These 
individuals are likely unable to receive assistance from private borrowers due to their credit ratings, and thus 
crucially need government financial assistance in order to attend post-secondary education.  

 

Recommendation Thirteen: OSAP should expand the appeals process at institutional financial aid offices for 
students who do not receive OSAP, or do not receive sufficient levels of assistance, due to qualification 
policies. This appeals process should be timely and not onerous for students. 

 
There are numerous students who are disqualified from receiving OSAP, or donôt receive enough assistance due to 
the reasons outlined above and in Concern Five. OUSA believes that the financial aid system should offer greater 
responsiveness to assess individual cases, so applicants are not automatically and permanently disqualified despite 
extenuating circumstances. This flexibility can be incorporated through the OSAP appeals process, which can be 
conducted on a case-by-case basis at each institutionôs Financial Aid Office. These offices already manage the 
appeals process for the majority of circumstances, and could be easily provided with additional authority to deal with 
new appeals. OUSA believes that institutions should continue to hold a high level of authority in conducting student 
reviews and appeals of their OSAP need assessments, in order to provide more personal contact for students 
conducting an appeal, and a close level of decision-making. The provincial government should provide transparency 
and oversight to ensure that the Institutional Financial Aid offices are effectively conducting OSAP appeals. 
 
The appeals process should be used in particular to consider the individual cases of students who are classified in 
the OSAP application as dependents, but whose parents do not provide them with any financial assistance, or 
insufficient levels of assistance. At present, these students could only appeal their case on extreme grounds, such as 
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