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Abstract

Postsecondary students can claim postsecondary education credits to lower their tax obligations (or that
of a parent, grandparent, spouse or common-law partner, or their parent or grandparent). Claiming the
credits is costless, but it does require knowledge of how the credits work to reduce taxes. As a result,
claim rates may be unequal across socioeconomic backgrounds, including the level of parental income
(a key policy lever for needs-based student financial aid). The primary purpose of this article is to
document claim rates among postsecondary students by level of parental income. Unequal claim rates
have direct implications for the tax obligations of families and potential indirect effects on postsecondary
enrolment rates if certain groups do not factor the benefits of the credits into their educational decisions.
A secondary goal of the article is to reassess trends in postsecondary enrolment rates by level of parental
income in light of unequal claim rates. These trends were previously established with information on the
tax credits in tax data.

To do so, the study uses data from the T1 Family File (T1FF) and the Postsecondary Student Information
System (PSIS), which have been recently linked for all 10 provinces from 2009 onwards. Overall, among
19-year-old postsecondary students who filed their taxes in 2017, about 9 in 10 claimed the credits.
However, claim rates were unequal across the parental income distribution. This was especially evident
among 19-year-old postsecondary students in the bottom quintile of the parental income distribution, as
82.8% of them claimed credits. In contrast, claim rates varied between 88.1% and 92.8% in the top 80%
of the income distribution (with rates increasing slightly with each level of income). These trends in claim
rates were more or less the same over the entire period of the study (2009 to 2017) and when late tax
filers were taken into account. Further evidence suggests that the average youth in the bottom income
quintile forewent tax savings by not claiming the credits in the year when they enrolled or in a later year
(when tax obligations were greater).

The lower claim rates among postsecondary students in the bottom of the income distribution imply that
the tax data tend to slightly overstate the gap in postsecondary enrolment rates across income categories.
In 2017, according to the T1FF, 78.4% of 19-year-olds in the top income quintile claimed education tax
credits, compared with 44.0% of their counterparts in the bottom income quintile (a gap of 34.3
percentage points). According to the PSIS, the gap in enrolment was somewhat smaller between the
same people in those two groups: 72.1% compared with 43.4% (a gap of 28.7 percentage points). The
gap in enrolment rates across the income distribution narrowed slightly between 2009 and 2017, primarily
because of rising enrolment among youth in the lowest income quintile (a trend that was considerably
more evident in the PSIS than in the T1FF). The data also enable, for the first time with national
registration information, the calculation of enrolment rates in degree programs (from a university or
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college) by level of parental income. Among 19-year-old youth in the top income quintile in 2017, 52.3%
had enrolled in a degree program, compared with 25.0% among their counterparts in the bottom income
quintile. Finally, the study also found that postsecondary enrolment was most equitable (based on
parental income) in Ontario and British Columbia, but this was largely because of the high concentration
of immigrants and children of immigrants in those provinces (a group that tends to have below-average
incomes, but above-average enrolment rates). Among third-generation Canadians or more, equity in
postsecondary enrolment was highest in Nova Scotia, followed by Ontario.

Author

Marc Frenette is with the Social Analysis and Modelling Division, Analytical Studies and Modelling
Branch, at Statistics Canada.
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Insights Claiming postsecondary education tax credits:
Differences by level of parental income and implications for trends in enrolment rates

Introduction

Obtaining a postsecondary education is a key strategy available to youth from low-income families
seeking to achieve a higher economic status than their parents. Indeed, previous studies have
demonstrated that postsecondary graduates earn considerably more than high school graduates over
their career (e.g., Frenette 2014; Frenette 2019a). Studies have also attached a causal interpretation to
the earnings premiums associated with higher education (e.g., Heckman, Humphries and Veramendi
[2016] in the United States, and Lemieux and Card [2001] in Canada). One study demonstrated that the
earnings premium associated with a postsecondary education is large and positive for youth from families
across the income distribution, and, in relative terms, the premium is actually larger for youth in the bottom
income quintile than for their counterparts in the top income quintile (Frenette 2019b). Despite this, youth
from lower-income families are considerably less likely to pursue a postsecondary education (Frenette
2017).

Governments have recognized the importance of a postsecondary education by offering needs-based
student financial aid such as loans and non-refundable grants, and postsecondary savings incentives
and enrolment incentives through tax credits. While much attention in the literature has focused on
student financial aid and saving incentives, far less is known about postsecondary education tax credits.

When students attend postsecondary institutions, they may claim the tuition that they paid (and, before
2017, an education and textbook amount) on their taxes as a credit. This contributes to lowering their tax
obligations. If they cannot apply all of the credits towards their taxes, they may choose to transfer the
credits to other individuals such as a spouse or common-law partner, a parent or a grandparent, or their
spouse’s or common-law partner’s parent or grandparent, or they can simply carry forward any unused
amount to reduce their own tax obligations in a future year. In all of these cases, students must fill out a
Schedule 11 for the tax year in which they enrolled in postsecondary education; however, they can
choose to do so in a later year, through late filing."

These three possible ways of claiming postsecondary education tax credits require knowledge of the tax
credits and an understanding of how to strategically use them to minimize taxes at either the individual
or the family level. The degree of knowledge and understanding may differ by level of income, and this
is a key policy factor in needs-based student financial aid and savings incentives. For example, youth
from low-income families may be less likely to claim the credits since their parents did not have access
to an accountant, or they may have no experience with the credits since they did not enrol in
postsecondary education.

The possibility that postsecondary education tax credits are not equally claimed by youth from low- and
high-income families raises at least three important issues. First, low-income families may not fully benefit
from the tax-saving potential of the credits, which may represent a significant amount of money for them.
Second, lower awareness and understanding of how the credits work may also reduce any positive effect
of the credits on the decision to enrol in postsecondary education in the first place. Third, the
postsecondary education tax credits have been used to measure postsecondary enrolment with tax data
(Frenette 2017), but unclaimed credits reduce estimates of the coverage of postsecondary students.

With these implications in mind, the purpose of this article is twofold. First, the claim rates among
postsecondary students will be estimated among youth from across the parental income distribution. To

1. Students cannot claim amounts of $100 or less or amounts paid by someone else (e.g., an employer). The maximum amount
that can be transferred is $5,000 less the amount that they claimed on their own taxes, and it must be transferred to only one
individual. Amounts carried forward must be claimed in the first year with taxes owing and cannot be transferred.
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do so, 19-year-old? postsecondary students® will be identified in the Postsecondary Student Information
System (PSIS), which contains almost all enrolments in Canadian public postsecondary institutions since
2009. Among this sample, the percentage claiming the postsecondary education tax credits for a
particular tax year will be identified with the T1 Family File (T1FF), whether it is for themselves, for another
person or carried forward to a later year. Results will also be generated by level of total parental income,
expressed in 2017 dollars, and adjusted for family size after dividing by the square root of the number of
people in the family to obtain a per capita measure of income that also accounts for economies of scale
in raising larger families.* Second, trends in postsecondary enrolment rates by level of parental income,
which have previously been estimated with tax data, will be revisited in light of unequal claim rates. In
doing so, all tax-filing 19-year-olds in the T1FF will be selected, and their postsecondary enrolment rates
will be estimated based on information available in the T1FF (i.e., the education credits) and information
available in the PSIS (i.e., registration information).

Nine out of 10 19-year-old postsecondary students claimed education
credits

Overall, among 19-year-old postsecondary students who filed their taxes, about 9 in 10 claimed education
credits in each of the available years of the study—2009 to 2017 (Chart 1). In 2017, this included tuition
credits, but before 2017, students could also claim education and textbook credits. However, these two
credits overlapped considerably (i.e., students claiming one would often claim the other), so removing
the education and textbook credits did not appear to result in a substantial decline in the overall
postsecondary education credit claim rate. The trend was fairly stable between 2009 and 2015, ranging
from 90.1% to 91.2%, before dipping below 90% in 2016 and 2017. When late filers were included in the
analysis, there was virtually no change in these results.>®”’

2. Nineteen-year-olds were selected since they are the most likely to file taxes and be matched to at least one parent in the tax
data among youth of postsecondary education age.

3. All enrolments were selected in the PSIS, except those related to a high school or general equivalency diploma. Results
were similar when the sample was limited to enrolments in programs leading to a credential (as opposed to enrolments in
qualifying years or non-programs).

4. Total parental income is the sum of line 150 from all parents’ T1 tax returns. This corresponds to the measure of parental
income used in the calculation of needs-based student financial aid. Only one year of parental income is used in the
calculation, corresponding with the measure of parental income used in the determination of student financial aid.

5. The results for late filers throughout the article were based on the T1 historical file, which accounts for late filing up to three
years after the tax year in question. They are available upon request.

6. The results were also very similar when the sample was limited to postsecondary students who were enrolled in a
postsecondary program leading to a credential (e.g., a certificate, diploma or degree).

7. Based on supplementary analysis with the 2016 Census linked to the PSIS and the T1FF, immigrants and children of
immigrants who were postsecondary students in 2016 were somewhat less likely to claim the credits (87.5%) than third-
generation Canadians or more (90.6%).
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Chart 1

Percentage claiming postsecondary education tax credits, 19-year-old postsecondary students
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Sources: Statistics Canada, Postsecondary Student Information System (PSIS) and T1 Family File (T1FF).

The findings in Chart 1 imply that about 1 in 10 postsecondary students have not claimed credits in
recent years, raising the question, “Are certain groups of students less likely to claim the credits than
others?” Female postsecondary students were slightly more likely to claim the credits than their male
counterparts (88.8% vs 86.3% based on 2017 data), but a more relevant dimension for policy is
parental income as it is more closely tied to student financial aid parameters.

Youth from the bottom 20% of the parental income distribution were less
likely to claim postsecondary education credits than others

There was a clear income divide in postsecondary education claim rates among 19-year-old
postsecondary students who filed their taxes in 2017. While 92.8% of postsecondary students in the top
quintile (20%) of the parental income distribution claimed the credits, 82.8% of their counterparts in the
bottom quintile of the distribution did the same (Chart 2).2

While higher-income groups were more likely to claim the credits, the differences in the claim rates were
generally small among youth in the top 80% of the income distribution in 2017 (ranging from 88.1% to
92.8% and rising slightly with each quintile). Thus, youth in the bottom income quintile stood apart from
their higher-income counterparts with regard to their propensity to claim education credits.® Youth who

8. The gap in claim rates between the top and the bottom of the income distribution could not be explained by a difference in
the family composition of the two groups. Based on supplementary analysis with the 2016 Census (linked to the PSIS and
the T1FF), 77.2% of 19-year-old postsecondary students were in two-parent families in 2016. Although these youth were
somewhat more likely to claim the credits (90.5%), compared with their counterparts living in lone-parent families (86.7%),
the gap in claim rates among this group was also substantial (93.4% among those in the top income quintile compared with
83.6% among those in the bottom quintile).

9. The gap in claim rates between students in the top and the bottom of the income distribution was somewhat smaller in 2016
among immigrants and children of immigrants, compared with third-generation Canadians or more, based on 2016 Census
data linked to the PSIS and the T1FF. This was mainly the result of a higher claim rate among immigrants and children of
immigrants in the bottom income quintile (83.4%) compared with others (80.3%).
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were not matched to a parent (i.e., non-children) were generally about as likely to claim the credits as
youth in the bottom income quintile (81.6% in 2017).

These differences in postsecondary education claim rates across the income distribution were quite
consistent between 2009 and 2017. Furthermore, the claim rates were virtually unchanged when late
filers were included in the analysis.

Chart 2
Percentage claiming postsecondary education tax credits by parental income quintile, 19-year-old
postsecondary students
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Sources: Statistics Canada, Postsecondary Student Information System (PSIS) and T1 Family File (T1FF).

Postsecondary students from lower-income families forewent tax savings
by not claiming the credits

Of course, it is possible that the non-claimants simply had no incentive to claim the credits.'® However,
this does not appear to be the case when looking at mean individual taxes paid among 19-year-old
postsecondary students who were from families in the bottom income quintile in 2009 (Chart 3): $214 for
those who did not claim the credits, compared with $62 for those who did claim the credits. Thus, those
who did not claim the credits in 2009 could have claimed a portion of their credits to eliminate their tax
obligations for that year and carried forward the remainder to a future year. In fact, by 2012, mean
individual taxes paid by these individuals were above $800, suggesting an even larger incentive to
applying the credits against taxes in that year through the carry-forward option (which would have first
required applying the credits towards their 2009 tax obligations)." Mean individual taxes paid continued
to increase after 2012, as many postsecondary students graduated and entered the labour market full
time. However, claiming the 2009 education credits would have required filling out a Schedule 11 from
the 2009 tax year (several years earlier).

These results suggest that lower-income postsecondary students who did not claim education credits
forewent some income tax savings to the extent that can be observed in the data based on late tax filing
(i.e., up to three years).

10. This point was made by Neill (2007), but the T1FF and the PSIS were not linked at the time, so this hypothesis could not be
tested.

11. Filing those 2009 taxes late is one possibility, but the data suggest virtually no late filing of 2009 taxes for this group for the
period that can be observed (2010 to 2012).
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Chart 3
Mean individual taxes paid by postsecondary education credits claim status, 19-year-old postsecondary
students from the bottom parental income quintile in 2009
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Sources: Statistics Canada, Postsecondary Student Information System (PSIS) and T1 Family File (T1FF).

The gap in postsecondary enrolment rates across levels of parental income
became narrower between 2009 and 2017

During the study period—2009 to 2017—the postsecondary enrolment gap between higher- and lower-
income youth narrowed somewhat. This was true whether tax data or postsecondary registration data
were used. However, the magnitude of the levels and trends in the enrolment gap varied somewhat
according to the data source.

For example, when postsecondary enrolment was based on the presence of postsecondary education
credits in tax data (T1FF), 78.4% of 19-year-olds with parents in the top income quintile enrolled in
postsecondary education in 2017, compared with 44.0% of youth in the bottom income quintile—a gap
of 34.3 percentage points (Chart 4). In general, postsecondary enrolment rates based on tax data are
higher than rates based on postsecondary registration data (PSIS) that have been linked to the T1FF.
This is largely because the PSIS captures enrolments at a snapshot date, varying between September
30 and December 1, depending on the institution. It could also partially be explained by the lack of private
enrolments in the PSIS. In contrast, tax data can potentially capture any enrolment during the tax year.
For example, in 2017, 56.5% of 19-year-olds who filed taxes were enrolled in postsecondary education
according to tax data, compared with 52.8% according to postsecondary registration data. This gap would
be somewhat larger if all postsecondary students claimed education credits, as suggested by Chart 1.
Moreover, Chart 2 suggested that the claim rates were somewhat lower among youth in the bottom
income quintile. The implication is that tax data may overstate the gap in postsecondary enrolment across
income groups. This is indeed the case when comparing the PSIS and the T1FF in Chart 4. According to
postsecondary registration data, the gap in enrolment rates between youth in the top and the bottom of
the income distribution was 28.7 percentage points in 2017 (72.1% and 43.4%, respectively), compared
with 34.3 percentage points according to tax data.'?

12. Focusing on tax filers, as is done in this article, may lead to an overstatement of the income—enrolment gradient because of
lower filing rates among lower-income families. However, the T1FF generally captures approximately 95% of the Canadian
population, and there is evidence suggesting that average family incomes are similar in the bottom quintile of the family
income distribution in the T1FF and in the census (Frenette, Green and Picot 2004).

Statistics Canada 7 Economic and Social Reports
Catalogue no. 36-28-0001 Vol. 1, no.11, November 2021



Insights Claiming postsecondary education tax credits:
Differences by level of parental income and implications for trends in enrolment rates

Chart 4
Postsecondary enrolment rates in 2017 by parental income quintile and data source, 19-year-olds
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Sources: Statistics Canada, Postsecondary Student Information System (PSIS) and T1 Family File (T1FF).

According to Chart 5, postsecondary registration data also suggest a slightly larger decline in the income
gap in postsecondary enrolment, from 31.5 percentage points in 2009 to 28.7 percentage points in 2017
(a drop of 2.8 percentage points). In contrast, the income gap in enrolment rates based on tax data fell
from 36.4 percentage points in 2009 to 34.3 percentage points in 2017 (a drop of 2.1 percentage points).
The difference in this trend could be more than fully explained by a substantially larger increase in the
enrolment rate of 19-year-old youth in the bottom income quintile, according to the PSIS—from 37.6% in
2009 to 43.4% in 2017. The magnitude of this trend was less evident in tax data, as the rate increased
from 42.6% to 44.0% over the same period.

Chart 5
Postsecondary enrolment rates in the top and bottom quintiles of parental income by data source, 19 year-olds
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Sources: Statistics Canada, Postsecondary Student Information System (PSIS) and T1 Family File (T1FF).
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Chart 6 shows the full set of enrolment rates according to postsecondary registration data. Interestingly,
among youth who were matched to a parent, the enrolment rate rose by roughly the same amount with
each income category. No single income group stood far apart from adjacent income groups.™

Youth in the top income quintile twice as likely to enrol in a degree
program as youth in the bottom income quintile

So far, the study has considered enrolment in any form of postsecondary program. As noted by Frenette
(2014 and 2019a), degree holders generally earn more than other postsecondary graduates. In 2017,
52.3% of 19-year-old youth in the top income quintile were enrolled in a degree program from a university
or college (Chart 7). This was slightly more than twice as high as the share of their counterparts in the
bottom income quintile who were enrolled in such a program (25.0%). Individuals who were not matched
to a parent were even less likely to register for a degree program (22.1%).

While the absolute gap in degree enrolment between youth in the top and the bottom income quintiles
(27.3 percentage points) was about the same as the absolute gap in postsecondary enrolment (from
charts 5 and 6, 28.7 percentage points), the relative gap in degree enrolment was much larger than the
relative gap in postsecondary enrolment in 2017. Indeed, youth in the bottom income quintile were 52.3%
less likely to enrol in a degree program than their counterparts in the top income quintile, whereas the
gap was 39.9% for postsecondary enrolment.

The gap in degree enrolment between youth in the top and the bottom of the income distribution narrowed
very slightly between 2009 and 2017. Nevertheless, degree enrolment has increased for youth in all five
income quintiles. For example, the degree enrolment rate increased from 21.3% in 2009 to 25.0% in
2017 for youth in the bottom income quintile.

13. The recent convergence in enrolment rates between 19-year-olds in the bottom income quintile and their counterparts who
were not matched to a parent is notable, but would require additional investigation that is beyond the scope of this study.
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Chart 7
Degree enrolment rates by parental income quintile, 19-year-olds
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Sources: Statistics Canada, Postsecondary Student Information System (PSIS) and T1 Family File (T1FF).

Ontario and British Columbia most equitable provinces for postsecondary
enrolment based on parental income, but Nova Scotia tops among third-
generation Canadians or more

How do postsecondary enrolment patterns vary by province or territory? Among the full sample of 19-
year-old tax filers, Ontario was the most equitable province or territory for overall postsecondary
enrolment, based on parental income.™ Specifically, 82.1% of 19-year-olds in the top income quintile
living in Ontario were enrolled in postsecondary education in 2016, compared with 58.1% of their
counterparts in the bottom income quintile (29.3% lower)." British Columbia was not far behind, with a
34.4% gap between youth in the bottom and top income quintiles. The relative gaps in enrolment rates
were considerably higher in all other provinces and territories, ranging from 49.1% in Quebec to 81.8%
in the territories (including Yukon, the Northwest Territories and Nunavut).’® Not far ahead of the
territories were Manitoba (69.4%) and Saskatchewan (68.4%)."”

14. The province refers to the parental home when youth were 19 years old, which is not necessarily the province of study.
Focusing on the province of the parental home is preferred in a study of postsecondary access, since this usually corresponds
with academic and student aid opportunities available to the youth before enrolling in postsecondary education.

15. The income quintiles were based on the Canadian distribution of parental income in tax families with a 19-year-old in 2017.

16. Small sample sizes (under 200 for either the top or bottom income quintile) prevented publishing results for individual
territories.

17. Comparisons of absolute gaps were challenging because of low enrolment rates in certain provinces or territories. However,
it is worth noting that the lowest absolute gaps were in British Columbia (21.5 percentage points) and Ontario
(24.1 percentage points).
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Chart 8

Postsecondary enrolment rates in the top and bottom quintiles of parental income by province or territory, 19-year-olds
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The main driver behind these gaps was the provincial or territorial variation in enrolment rates among
youth in the bottom income quintile. At the top end, 58.1% of 19-year-olds in the bottom income quintile
living in Ontario were enrolled in postsecondary education in 2016. This was actually higher than the
enrolment rate among 19-year-olds in the top income quintile living in the territories, and almost as high
as 19-year-olds in the top income quintile living in Alberta, Manitoba and Saskatchewan. Quebec and
British Columbia were second and third with regard to their enrolment rates among youth in the bottom
income quintile, but both well behind Ontario, with 41.0% and 40.9%, respectively. At the other end of
the spectrum are 19-year-olds in the bottom income quintile living in the territories, where 7.6% enrolled
in postsecondary education, followed by Manitoba (18.6%) and Saskatchewan (19.2%).

In contrast, the regional differences in enrolment rates among youth in the top income quintile were much
smaller and followed an east-west-north gradient. Rates were generally highest in the east, including
Ontario (generally between 70% and 80%), followed by the west (about 60%), and finally the north, or
the territories (about 40%).

While equity in postsecondary enrolment across the income distribution is highest in Ontario and British
Columbia, it is worth noting that these two provinces are also those with the highest shares of immigrants.
In general, immigrants earn less than their Canadian-born counterparts (Crossman, Hou and Picot 2021),
yet their children are more likely to pursue a postsecondary education (Hou and Bonikowska 2016). In
principle, this could at least partially explain why enrolment rates among youth in the bottom income
quintile are highest in Ontario and British Columbia, as well as in Quebec (another substantial immigrant-
receiving province), which ranked third in terms of overall relative equitable access.

Is this the case? To answer this question, it is necessary to compare provinces after removing immigrants
and children of immigrants from the sample. This information is available in the 2016 Census, which has
been linked to the PSIS and the T1FF. Table 1 contains three sets of results. The first set of results (“full
sample”), derived from the full sample, is meant to reproduce the results in Chart 8. Since the 2016
Census was a 25% sample of the Canadian population, the sample is considerably smaller in Table 1
than in Chart 8. Consequently, the results for Newfoundland and Labrador, Prince Edward Island, New
Brunswick, and the territories could not be shown. Nevertheless, for the remaining provinces, the
enrolment rates by parental income quintile are more or less similar to what was shown in Chart 8.
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Table 1
Postsecondary enrolment rates in the top and bottom quintiles of parental income by province, 19-year-olds in 2016
Full sample Third-generation Canadians or more First- or second-generation Canadians
Gap Gap Gap
Bottom between Bottom between Bottom between
Top income income Dbottom and| Top income income bottom and| Top income income bottom and
quintile quintile top quintiles| quintile quintile top quintiles quintile quintile top quintiles
percent
Province of residence
Newfoundland and Labrador
Prince -Edward -Island . . . . . .
Nova Scotia 80.6 45.5 43.6 82.4 44.4 46.1
New Brunswick . . . y y ; . . .
Quebec 79.2 41.0 48.3 78.1 29.3 62.5 84.8 55.3 34.7
Ontario 82.6 58.7 28.9 81.2 40.7 49.9 85.1 66.4 22.0
Manitoba 62.0 20.3 67.3 64.4 14.9 76.9
Saskatchewan 66.4 18.9 71.5 65.4 16.8 74.4 - . .
Alberta 56.9 28.9 49.1 53.9 18.1 66.4 65.0 40.0 38.4
British Columbia 62.7 43.3 31.0 60.3 216 64.1 66.6 52.8 20.8

.. not available because of low sample sizes
Sources: Statistics Canada, Postsecondary Student Information System (PSIS), T1 Family File (T1FF) and Census of Population.

When immigrants and children of immigrants are removed from the sample in the second set of results
(“third-generation Canadians or more”), the relative enrolment gaps between youth in the top and bottom
income quintiles increase in all provinces, but more so in British Columbia, Ontario, Alberta and Quebec.
In this sample, the enrolment gap remains relatively low in Ontario, but it is now slightly lower in Nova
Scotia. In the final set of results (“first- or second-generation Canadians”), the enrolment gaps in the four
provinces that can be shown (Quebec, Ontario, Alberta and British Columbia) are much smaller. This
suggests more parity with regard to postsecondary enrolment among immigrants and children of
immigrants. This is most evident in British Columbia, where immigrants and children of immigrants in the
bottom income quintile were 20.8% less likely to enrol in postsecondary education than their counterparts
in the top income quintile. In contrast, the enrolment gap among third-generation Canadians or more in
British Columbia was more than three times higher (64.1%)."®

Conclusion

Postsecondary students may claim postsecondary education tax credits, either for themselves or for a
parent, a grandparent, a spouse or common-law partner, or the parent or grandparent of a spouse or
common-law partner, during the year they enrolled or in a future year through the carry-forward option.
Claiming the credits is costless, and the benefits can be substantial, as they work towards reducing taxes.
However, claiming the credits may require awareness of their availability and knowledge of how they
work. This article examined the extent to which postsecondary students claimed postsecondary
education tax credits on their tax files based on postsecondary registration and tax data.

The results suggest that among 19-year-old postsecondary students who filed their taxes in 2017, about
9 in 10 claimed the credits. Students in the bottom quintile of the parental income distribution were
somewhat less likely to claim the credits they were entitled to (roughly 8 in 10 did so). This suggests that
tax data slightly overstate the gap in postsecondary enrolment rates across income categories, and this

18. Another group of people with different postsecondary enrolment rates than the rest of the Canadian population is Indigenous
people. In this case, enrolment rates are lower among young Indigenous people (Frenette 2011). Moreover, Indigenous
people are more likely to experience low income (Statistics Canada 2016). This could partially explain why enrolment rates
are so low among youth in the bottom income quintile living in the territories, Manitoba, Saskatchewan and Alberta.
Unfortunately, the sample sizes were too small to test this hypothesis in these geographic areas.
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was confirmed by directly comparing enrolment rates in tax data and postsecondary registration data.
Further analysis of postsecondary registration data also indicated that enrolment rates increased
considerably between 2009 and 2017 among youth in the bottom income quintile—a fact that was far
less evident when basing postsecondary enrolment on the presence of education tax credits. This led to
a narrowing of the income—enrolment gradient over this time period. In relative terms, the gap in degree
enrolment rates between youth in the top and the bottom income quintiles was larger than in the case of
overall postsecondary enrolment. The study also found that postsecondary enrolment was most equitable
(based on parental income) in Ontario and British Columbia, but this was largely because of the high
concentration of immigrants and children of immigrants in those provinces (a group that tends to have
below-average incomes, but above-average enrolment rates). Among third-generation Canadians or
more, equity in postsecondary enrolment was highest in Nova Scotia, followed by Ontario.

The findings have important implications for the economic well-being of low-income youth and their
families. For example, the evidence in this study suggests that lower-income postsecondary students
forewent the tax savings generated from the education credits in the year when they enrolled or in a later
year (when their tax obligations were greater). The education credits could also serve as an incentive to
enrol in postsecondary education in the first place. However, the lower claim rates may signal a lack of
awareness of the credits or of how they work to reduce taxes. If so, this could mean that the incentives
are not fully transparent for lower-income youth.

The enrolment rates generated in this article were based on all 19-year-olds. Other data sources may
enable the estimation of enrolment rates conditional on graduating from high school, and this may yield
different results, depending on the propensity of youth from different income backgrounds to graduate
from high school. Indeed, an earlier study based on survey data (Frenette 2007) found that 50% of 19-
year-old high school graduates from families in the top income quartile had enrolled in university,
compared with 31% of their counterparts in the bottom income quartile. Moreover, the study suggested
that almost all of this gap could be attributed to differences in academic performance and parental
influences, as opposed to financial constraints. Newly available data from British Columbia’s kindergarten
to Grade 12 school system, which have been linked to the T1FF and the PSIS, could enable revisiting
the work of Frenette (2007) with more recent data based on administrative sources.
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