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Introduction											
“The current economic crisis provides a once in a lifetime opportunity to leap-frog the competition
and to gain a significant advantage.” –Martin Prosperity Institute
Ontario stands at a crossroads the likes of which it hasn’t seen in decades. What has yet to be acknowledged
is that ensuring the future of the Province’s creative economy will require a serious, well-planned and welldelivered investment in post-secondary education. Higher education has been described variously as the
“silver bullet”, “keystone” or a “gateway”, but more than anything else, it is simply the only way to ensure a
bright future for the people of Ontario.
The knowledge economy is no longer off on the horizon – we are in the thick of it. Global competition for
jobs, ideas and people has become a reality. In the process, the path to success in our world has been
confirmed: the better educated your workforce, the better your city, province, or country. In his 2005 report
for the provincial government, Ontario: A Leader in Learning, former Premier Bob Rae stated “up to 70
percent of future jobs created in Canada will require some post secondary education.”1 To fill these new
jobs, we must first create and fill seats in our institutions. For Ontario to lead in the new economy, the
government will have to create a truly affordable, accessible and high quality post-secondary education
system. This task is no small feat, but the possible benefits to society are too great to let this opportunity
pass.
The Ontario Undergraduate Student Alliance has long advocated for greater public investment in the
province’s universities, to increase participation rates and the overall quality of education. There exists a
large body of research that indicates both of these goals are extremely beneficial to Ontario’s economy
and to the fight against poverty; however there is very little awareness of these benefits among the general
public. This report will highlight the need for investment in universities and will provide a brief overview of
the research in support of universities as drivers of economic growth. More specifically, we focus on the
individual and societal benefits of a university-educated population, the importance of increasing quality in
our institutions, and the local economic impact of Ontario’s universities.
Above all else, the students of Ontario recommend that per-student government funding for universities
should increase at least to the national average, and that the government strengthen efforts to improve
university participation among traditionally underrepresented groups.

Supporters												
The following organizations came together to support the release of this document, Ontario’s Knowledge
Economy, on November 30th, 2009.
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Issue 1: Increasing Post-secondary Participation
Higher education is an investment that pays significant dividends both for the individual and the society to
which they belong. It not only results in greater personal earnings potential and government tax revenue,
but also a more healthy and engaged citizenry. For the most disadvantaged in our society, higher education
is especially important. Simply put, it lifts people out of poverty.
We will begin by describing these and other benefits in more detail to further strengthen the case for higher
education’s importance to the future of Ontario.

Monetary Benefits
In 2004, TD Bank Group published a report demonstrating that a university or college diploma would lead
to a 12-28% return on investment for the student. The report further showed that a university educated
worker’s weekly earnings are on average sixty-one percent higher than their counterparts with only a
high school education.2 The Canada Millennium Scholarship Foundation (CMSF) recently completed a
thorough investigation of the benefits of higher education and found that, over 40 years, a bachelor’s
degree holder in Ontario will earn $769,720 more than someone with only a high school education.3
While it is not surprising that higher educational attainment results in higher earnings, the sheer size of the
difference is dramatic, and it continues to increase. Between 2000 and 2007, post-secondary graduates
saw their earnings increase above the rate of inflation.4
Some have argued that as participation in higher education increases, the value of a degree is lessened.
The Canada Millennium Scholarship Foundation has dismissed this myth, showing that even with recent
increases in graduates, the benefits have not diminished. “The value of a post-secondary credential has
increased at a faster pace than the share of the population completing some form of higher education; in
other words, degrees have grown more valuable even as they have become less scarce.”5

higher education
provides a 12-28%
return on invesment
Social and Societal Benefits
The personal monetary benefits are not the only story when it comes to the gains achieved through higher
education. There exist equally clear and sizable societal benefits to increasing the number of citizens
with a post-secondary education credential. These benefits were summarized recently by the Canada
Millennium Scholarship Foundation when they demonstrated that those with a university degree comprise
only 22% of the population but contribute 41% of income tax paid and only receive 14% of government
transfers.6 The following graph further outlines the societal contributions made by people from various
educational backgrounds.
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Percentage of the Population and Share of Income Tax Paid and of Government Transfers Received by
Level of Education among Canadians Aged 25 to 64 in 2006
Courtesy: Canada Millennium Scholarship Foundation
In addition to increased government revenue, Ontarians with a post-secondary degree are likely to live
longer7, be healthier8, commit fewer crimes9, vote in larger numbers10, donate to charity11, and volunteer in
their communities12. Having post-secondary educated parents leads to lower levels of teenage pregnancy,
child abuse and neglect, and reduced crime in children.13 There is even evidence of a strong correlation
between educational attainment and morality.14 Finally, families headed by a university educated individual
are half as likely to live in poverty.15

Competing Globally
The data on the benefits of higher education clearly show that increasing participation will improve the
lives of all Ontarians. But as jurisdictions around the world rapidly increase their educational attainment,
Ontario’s competitive advantage is diminishing. We must immediately redouble our efforts to include more
Ontarians in the system if we hope to remain globally competitive.
In 2008, the McGuinty government asked the Martin Prosperity institute to “provide recommendations to the
Province on how to ensure Ontario’s economy and people remain globally competitive and prosperous.”16
The institute’s report, Ontario in the Creative Age, stresses the importance of a highly education populous
and asserts that Ontario is falling behind.
We need to close a considerable gap. About 40 per cent of 18 to 24 year olds participated in
post secondary education in 2007. Factoring in those older native-born Ontarians and immigrants
who have already completed their education, this participation rate will likely need to reach 60
per cent to meet the educational requirements for future jobs. The most optimistic extrapolation
of current momentum can be expected to take this ratio to a maximum of approximately 50 per
cent participation over the next twenty years. Hence, if we are to develop the knowledge and skills
necessary for advantage in the creative age, we will need to step up our participation rates in post
secondary education significantly.17
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The Canada Millennium Scholarship Foundation has also recently highlighted the need to increase
participation in higher education. They found that with the coming decline in the number of young adults, the
number of students in post-secondary education will soon decline as well.18 Finally, the 2008 report of the
Competition Policy Review Panel, Compete to Win, asserts the need for more graduates holding advanced
degrees, calling our relative deficiency in this area an “emerging weakness.”19 Again, this recommendation
comes directly from a group created by the government to “examine and report on the laws and policies
that will underpin Canada’s continued economic growth and development.”20

Traditionally Underrepresented Groups
In order to increase participation in higher education, we must target our efforts toward traditionally
underrepresented groups. These groups, including low-income students, rural and northern students,
students with disabilities, and students whose parents have no post-secondary credential, will need more
than just financial assistance. We must reach out and demonstrate that higher education holds value
for them as well. If we do not increase participation for these groups we risk leaving them out of future
prosperity.
In its 2008 annual report, the Institute for Competitiveness and Prosperity noted that greater participation
in higher education reduces poverty, at the same time as it improves Ontario’s competitiveness. “Our
research into inequality and poverty indicates yet again the importance of education, not only for Ontario’s
competitiveness and prosperity overall, but also as a way to assist the disadvantaged move into the economic
mainstream.”21 With the Ontario government committed to reducing poverty, increasing investment in early
outreach initiatives must be part of the solution.
Although the Ontario government has long recognized this problem and has attempted to reduce barriers
for underrepresented groups, the latest research from the Canada Millennium Scholarship Foundation
shows that “little progress has been made in recent years in making access to post-secondary education
more equitable. Youth from higher-income families are still twice as likely to go to university as are those
from lower-income families.”22
At this juncture, it is important to consider one very successful early outreach initiative that has changed
the lives of hundreds of disadvantaged youths. The Pathways to Education program was established in the
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Regent Park area of Toronto in 2001 to “reduce poverty and its effects by lowering the high school dropout
rate and increasing access to post-secondary education among disadvantaged youth.”23
In 2007, the Boston Consulting Group released a detailed study of the program to determine the social
return on investment. The study found that the Pathways program reduced the dropout rate by 80 per
cent, quadrupled participation in post-secondary education, reduced the teen birthrate by 75 per cent, and
reduced violent crime by 32 per cent. Furthermore, the program will lead to increased government income
and decreased government expenditures, with a total payback to society of 9.4% annually on all costs. The
consultants found the value of Pathways to society is approximately fifty thousand dollars per student.24
With this tremendous return on investment, the government must commit greater funding to early outreach
initiatives to increase post-secondary attainment, fight poverty and ensure long-term prosperity.

Recommendations
In this section we have demonstrated the benefits of greater participation in higher education, both the
individual and also to society as a whole. Of course, none of this is particularly new. As the Canada
Millennium Scholarship Foundation stated recently, “The evidence about the positive returns to postsecondary education is so well-known that it seems unnecessary to review it again.” But in tough economic
times, we must remember that strategic investments in higher education are still vital to long-term prosperity.
We must act now to ensure a strong future for Ontario.
Increasing participation will have associated costs. But the returns on investment, both for early outreach
initiatives and for funding university growth are well worth the upfront expense.
Even with the Province seeing record deficits, the government-created Institute for Competitiveness and
Prosperity called for continued investment in post-secondary education as recently as November 2009: “If
Ontarians are to be equipped to take on the opportunities and challenges of the creative age, more of our
young people need to gain access to post secondary education. We are hopeful that Ontario will renew its
commitment to post secondary education, as it considers the follow up to Reaching Higher.”25

RECOMMENDATION 1: The Ontario government must continue to provide funding to
fully cover all enrollment growth at Ontario’s post-secondary institutions.
RECOMMENDATION 2: The Ontario government must develop and implement
a comprehensive early outreach strategy, complete with enrollment targets for
traditionally underrepresented groups, and increase funding for vital early outreach
programs.

the possible benefits to society
are too great to let this
opportunity pass
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Issue 2: Enhancing Quality							
We have discussed the need to increase Ontario’s post-secondary attainment rate so we can compete
globally in the knowledge economy. Unfortunately, even by maximizing participation we will never produce
the quantity of graduates seen in larger jurisdictions. India and China are investing heavily in higher
education and are graduating more students each year than ever before. If we cannot compete in quantity
of graduates, we must outstrip all others in the quality of our education.
The Competition Policy Review Panel would seem to agree: “We believe that this is a critical goal: Having
a world-class education and training system should be a top priority for Canada. … Governments should
continue to invest in education in order to enhance quality and improve education outcomes.”26

Issues in Quality
The 2008 annual report of the Institute for Competitiveness and Prosperity compares the student experience
at Ontario’s universities with that in peer jurisdictions and finds Ontario wanting:
A priority for enhanced funding needs to be enhancing the student experience. In 2006,
Ontario’s universities participated in the national survey of student engagement (NSSE), a USbased survey that measures students’ experiences in their universities. The results indicate that
Ontario universities compare favourably with their US peers in providing a solid academic challenge
to their students. But in other areas – enriching educational experiences, active and collaborative
learning, and student-faculty interactions – our students are less positive about their experiences.
Typically, our universities are in the bottom third of ratings in these factors.27

Student-Faculty Ratios
The report continues with a detailed comparison of student-faculty ratios that shows Ontario’s is 39 per cent
higher than our US public peers and 62 per cent higher when private institutions are included.28 In his 2005
review of post-secondary education in Ontario, former Premier Bob Rae stated that the province would
need 11,000 new university faculty by 2010 and that “we’ve assumed for far too long that the numbers would
take care of themselves.”29 Meeting Rae’s target would have required hiring over 2,000 new full-time faculty
a year, yet we are only
seeing increases of 450
a year.30 More troubling
still is that Rae’s number
was “based on a Ministry
of Training, Colleges and
Universities projection of
333,000 fulltime students
in fall 2010 – a level
attained in 2004.”31
	
  

		
Courtesy: Ontario Confederation of University Faculty Associations
It is clear that Ontario’s graduates are not afforded the same quality of education as students in competing
jurisdictions. For Ontario’s future, we must reverse this trend.
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Recommendations
The reality is that quality improvement costs money. Currently, Ontario’s universities receive a per-student
level of funding that puts us near the bottom in Canada and among peer jurisdictions elsewhere. Given
that Ontario already has the highest tuition in Canada, and that increasing participation is also of vital
importance, raising tuition fees in not the answer. The Ontario government must step in and properly fund
our universities. In the words of the Institute for Competitiveness and Prosperity: “We urge public policy
leaders, academic leaders, and the research community to ensure we are investing adequately in improving
the student experience in our universities.”32 The Toronto Board of Trade has also recently added its voice
to the chorus of organizations asking for post-secondary funding to be increased to the national average.33

RECOMMENDATION 3: The Ontario government must provide universities with
money for quality improvement over and above funds for growth.
RECOMMENDATION 4: The Ontario government must bring per-student funding for
universities up to the national average.

Ontario’s universities receive
a per-student level of funding
that puts us near the bottom in
Canada
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Issue 3: Universities as an Economic Engine
An investment in post-secondary education is not only an investment in students and innovation, but
also in the people and communities which rely on and support our institutions. From bookstores and
landlords in St. Catharines, to internationally renowned telecommunications firms in Waterloo, institutions
of higher education are a foundational part of Ontario’s economic future. The societal benefits of postsecondary education are undeniable. Concurrently, there is a very specific and tangible local economic
benefit associated with a post-secondary institution operating in a community.
The local benefits can be broken down using four distinct measurements: 1) the salaries paid out to
employees who live in university regions; 2) the purchases made by the university as a whole for products
which come from or flow through a region; 3) the overall economic benefit as calculated using the “multiplier
effect” on economic growth; and finally, 4) the benefits of a local centre for research excellence.

Salaries
In many of Ontario’s communities, universities and colleges represent a major employer in a wide range
of jobs including not only teachers and administrative staff, but doctors, maintenance workers and food
service professionals to name a few. These individuals not only work at these institutions, but necessarily
live in the surrounding areas as well. Thus the vast majority of university salaries go toward goods and
services purchased in the university community. As has been stated in Price-Waterhouse-Coopers’ report
on the economic impact of the University of Waterloo, “A large proportion of [university] spending is on
wages and salaries. As a result, university expenditures create more jobs than some other sectors.”34
Each university provides millions of dollars in wages and benefits to thousands of staff. In 2006-2007, the
University of Windsor, for example, had a gross payroll of over $149 million going to its more than 5,518
staff members.35 Meanwhile, in 2001-02, full-time staff and faculty at Queen’s received gross salaries of
$198.6 million.36 Part-time employee payroll equaled $42.7 million, bringing the University’s gross payroll
and benefits to $276.6 million, including hospital research.37
This money is spent on goods and services in communities that feel their impact directly and indirectly.
The money spent by employees of universities then works its way through the local economy and, in
conjunction with other types of university spending, has a profound impact on regional wealth.

University Expenditure
While the major expenditure for every university is on their human capital, clearly a great deal will also be
spent on other goods and services. From the pens and paper used by staff, to food and drink, Universities
represent major consumers in their region. A great deal of this money is paid out to local business, or to the
local branches of national or international companies.
Queen’s, for example, conducted a local economic impact study and found that after an examination of
expenditures to local suppliers, based on Kingston and area addresses, there were clear indications that
over $34 million were spent locally on goods and services provided by almost 500 businesses in 2001-02.38
Similarly, the University of Windsor purchases furniture, equipment, supplies, computer technology, and
a variety of other goods and services. In 2006-2007, these and other non-salary and benefit expenditures
totalled to about $112 million, which includes purchases made in connection with the University’s research
activities.39

9

Post-secondary institutions also rebuild and revitalize surrounding communities and areas of local interest,
like city centres. In a speech to the Canadian Club in 2006, Ryerson President Sheldon Levy discussed
the recent $210 million dollar expansion of that institution into Toronto’s downtown. Projects like renewing
the old Sam the Record Man building, or moving into real estate connected to the Eaton centre have
benefits not just for Ryerson, but for the surrounding community and Toronto as a whole. He also pointed
to the University of Ontario Institute for Technology’s expansion in Oshawa. In this case, the institution
and municipality partnered to build an athletic and recreation centre that is used jointly by UOIT and the
community.
All of the money spent and projects undertaken by the university has direct benefits both for local business,
in terms of a large and wealthy consumer for their products, as well as the construction and revitalization
of structures which can be enjoyed by communities and cities nearby.

Local Research Benefits
A sometimes less tangible, but still incredibly important aspect of a universities impact on the local
economies, stems from the benefits of having a powerful research centre in your community that can be
partnered with to tackle local issues. Many schools across the continent seek active partnership with their
community to further the research goals of the university as well as community groups and municipalities.
The University of Waterloo, for example, conducted a variety of projects that teamed up the institutions
researchers with not only private industry, like Research in Motion, but with other projects like the Ontario
Teacher’s Retirement Village. The Price-Waterhouse-Coopers report sums up the benefits thus: “UW’s
participation in community partnerships, funded and collaborative research and facility sharing provide
value that is not easily measured. However, it is undeniable that knowledge generated through these
means has been made possible by UW’s presence and knowledge transfer culture and philosophy.”40

Overall Economic Benefits
All of the money spent by institutions in their communities is not simply stored in the bank. Instead, the
money is then spread throughout the community. For example, if Queen’s University purchases one
thousand new desks from a local Kingston retailer, the money spent goes into many hands. Firstly, there is
the office supplier store and its staff who will be paid to fulfill this order. These people will then turn around
and spend their income within the Kinston community once again. Secondly, there is the company that will
construct and install the desks. These people will once again receive an income and use its benefits within
Kingston for purchases like food, clothing and shelter. Lastly, there are the secondary businesses whose
goods and services are paid for by people that benefited from the original Queen’s desk purchase, and the
cycle begins again.
Due to the effect that the expenditures of a post-secondary education institution have on a community as
they worm their way from business to business and person to person, Statistics Canada has created a
“multiplier” for university monies spent. This number attempts to account for the plethora of impacts that a
university has in the way it spends its money.
Queen’s impact study for Kingston, ON, for example, asserts that the total of $567.9 million directly spent
by the institution has a great deal more influence when augmented by conservative estimates of the
multiplicative effects of direct spending, and produces an overall impact of just over $1 billion.41 In the
Niagara region, Brock University has estimated in 2008 that their institution is responsible for $265 million in
financial stimulus.42 The University of Waterloo report showed that when employment and business “value
added” is taken into account, approximately $1.1 billion is infused into the region.43 Lastly, the University
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of Windsor estimates that in 2006-2007 it contributed $665 million when you include the multipliers that
salaries and purchases have in the community.44
These are only a few examples of the impact of government investment in post-secondary education. It
not only helps students, but it also directly impacts communities across the province. Conversely, reduce
or stagnate the funding for post-secondary education and it is not just students who suffer. Truly, money
given to universities and colleges is an immediate and powerful economic stimulus.

RECOMMENDATION 5: The provincial government should continue to support
national, provincial and local research initiatives at all of Ontario’s universities.
RECOMMENDATION 6: Investments in post-secondary education should be
viewed as an important stimulus measure for communities across the province.

money given to
universities is an
immediate and
powerful economic
stimulus
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Conclusion												
Without a doubt, this document has shown that if the government of Ontario wants a guaranteed method
of stimulating the economy, it need look no further than its publicly supported universities. By increasing
participation in post-secondary education and enhancing its quality through serious financial investment,
we will improve the society in which we live and prepare our economy and our people to compete for the
jobs of tomorrow.
At the same time, we have shown that many of Ontario’s thought-leaders are united on this issue. Not only
are Ontario’s students, faculty and administrators calling for greater investment, but government-funded
think tanks at the federal and provincial level are recommending further investment in this critical area.
Now is a perfect time to reinvest. As the Martin Prosperity Institute argues: “Economic transformations, like
the current one, are opportunities for jurisdictions to change the terms of prosperity and competition. ... By
taking bold action now, Ontario can simultaneously remake its economy for the future, improve its position
in global competition, and ensure a higher level of prosperity for its citizens.”45
It is important to stress again that new investments are required both to increase access to education to
boost the quality of that education. In the words of the Canada Millennium Scholarship Foundation, “it is
not the widening of access itself that threatens the quality of post-secondary education, but rather the
questionable thinking that leads some to believe that our society must choose between these two goals—
that we can pursue either access or excellence but not both.”46
With vision and serious commitment, Ontario can exit this current economic crisis stronger than before,
with its sights firmly set on the future.

Ontario’s thought leaders
are united on this issue
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