Registered Education
Savings Plans
Federal funding cuts to post-secondary education during
the 1990’s resulted in massive tuition fee increases in
every province except Québec. The government has
made some efforts to restore funding in recent years,
however tuition fees have continued to increase far faster
than inflation. While the federal government has failed to
allocate sufficient funding to ensure that post-secondary
education is affordable for all Canadians, it continues to
devote significant amounts of money to education-related
tax-credits and savings schemes, including the Registered
Education Savings Plan (RESP).

The Registered Education Savings Plan
The Registered Education Savings Plan is an investment
vehicle that allows a contributor to save for a child’s postsecondary education. Unlike Registered Retirement Savings
Plans, RESP contributions are not tax deductible. However,
the savings grow tax-free until the beneficiary is attending
college or university full-time. Under the current rules, one
can contribute up-to a limit of $50,000. Contributions can
be made for 31 years and the plan must be closed after 35
years. The RESP allows the beneficiary to invest income
without paying taxes, making the program act as a form
student financial assistance, accessible only to those who
can afford to save.

The Canada Education Savings Grant
The federal government also offers a direct grant to anyone
who is investing in an RESP. Each year, the government tops
up the first $2,000 in RESP contributions for each eligible
beneficiary with a grant called the Canada Education
Savings Grant (CESG).
The grant can be as much as $500 a year for each beneficiary,
to a lifetime maximum of $7,200. Parents wealthy enough
to save the full $2,000 per year from the time their child
is born until they enrol in university or college will have
received a tax-free grant of $7,200. By contrast, those
parents who cannot afford to save receive no benefit from
the program.

Problems with the Programs
The federal government responded to widespread criticism of
the regressive nature of the RESP and CESG by introducing
changes in the 2004 federal budget to make the programs
more appealing to low-income Canadians. The CESG was put
on a sliding scale to, at least in theory, be more generous
to low-income recipients. Children born into a low-income
family became eligible for $500 the first year they opened
an RESP account (the “Learning Bond”) plus $100 for
every subsequent year the child’s family qualified as lowincome. Despite the program now offering some benefit to
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low-income families, it is still massively disproportionate.
While middle-income and high-income families received an
estimated $780 million from the CESG in 2014, low-income
families are estimated to have only received $113 million
through the Canada Learning Bond program.1
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Government-sponsored education savings vehicles also
promote uneven spending across the country. In provinces
where forward-looking governments have kept tuition fees
low, such as Québec, and Newfoundland and Labrador,
parents need to save less to afford to send their children
to college or university. The federal government has openly
acknowledged this point: “The lower RESP take-up rate in
Québec is likely attributable to the province’s publicly funded
college system and relatively low university tuition fees
for Québec residents”.3 Thus families residing in provinces
with lower tuition fees and/or more generous financial aid
programs receive less of a benefit from this multi-billion
dollar federal program. This provides a motivation for
provincial governments to increase fees, because they know
that their residents will see an increased benefit from this
federal program as costs rise.
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Benefiting Those Who Need it the Least
Research on RESPs has found that high-income families
benefit far more from this program than do low-income
households. In 2007, children from households in the lowest
quintile (incomes under $20,000) made up only 4.7 percent
of families who were saving for post-secondary education.
Households in the highest income quintile (incomes
exceeding $80,000) accounted for 34.6 percent of those
who benefited.4 In 2013, just over 40 percent of households
earning less than $30,000 had post-secondary education
savings for their children, compared to over 80 percent of
households earning over $100,000. As of 2013, the average
accumulated RESP savings held by high-income families was
nearly $13,000, whereas that accumulated RESP savings of
low-income households was just over $7,000. Taken together,
the RESPs and CESGs represent a multi-billion dollar system
of financial aid geared primarily to those families that need it
the least.
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