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Executive Summary
• Professor William Baumol coined the term “the cost disease” to 

indicate that the cost of consumer products has increased at the rate 
of the Consumer Price Index (CPI), while the cost of education and 
health care have increased at an exponential rate. 

• From 1999-00 to 2010-11, for example, enrollment in Canadian 
public schools decreased by 6.8 per cent, the number of educators 
increased by 8.0 per cent, and expenditures increased by about 60 
per cent from slightly over $37.3-billion to almost $59.2-billion. 

• If the public education expenditures increased at the same rate as 
the increase in CPI, it would be $46.8-billion and in 2010-11 the 
savings would be around $12.4-billion, or 21 per cent.

• Parent-controlled funding (vouchers) would increase competition 
among schools and improve the education of students. 

• In addition, schools would concentrate on objective, measurable, 
outputs—those that are essential for ensuring that students are 
informed, enlightened, and employable.

• Excellent schools would attract more students and low-performing 
schools would wither and close. 

• Considerable money would be saved as schools become more efficient 
and more responsive to the needs of students, parents, and taxpayers.

“...the cost 
of consumer 
products has 
increased at 
the rate of 
the Consumer 
Price Index 
(CPI), while 
the cost of 
education 
and health 
care have 
increased 
at an 
exponential 
rate.
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“The [cost]
disease has, 
over the last 
two decades, 
spread like a 
virus through 
all the social 
services 
delivered by 
governments, 
particularly 
education and 
health care.

Introduction
William Baumol, professor emeritus of economics at Princeton University, 
is the author of The Cost Disease: Why Computers get Cheaper and 
Health Care Doesn’t.1 The “cost disease” is a term Professor Baumol 
coined in the 1960s, but more recently it has become known as 
“Baumol’s disease” or “Baumol’s curse” for a very good reason.2 The 
disease has, over the last two decades, spread like a virus through all 
the social services delivered by governments, particularly education 
and health care.3

Building on over 40 years of economics research, Professor Baumol has 
shown that while the cost of consumer products, such as automobiles and 
computers, has increased at a certain rate—a rate that is incorporated 
into the Consumer Price Index (CPI)—the cost of social services, such 
as education and health care, has increased at a much faster rate. 
Professor Baumol says that these social services are “condemned” to 
increase faster than inflation because the number of people providing 
and using the services continue to expand and they cannot be easily 
reduced.

In fact, the empirical evidence from a number of countries shows that 
increases in the cost of education represent an exponential growth 
curve, rising much faster than the CPI, which means that the increases 
are unsustainable over the long term.4 Particularly with an aging 
population and stagnant or decreasing productivity, provincial and 
territorial governments in Canada will be forced to slow the increasing 
cost of public education.5

This backgrounder examines the costs of public education in the 
provinces and territories from 1999 to 2011, showing that the cost 
disease has, in fact, infected public education, but at different rates. 
Thus, provincial and territorial governments with more expensive public 
educational systems can learn from those with less expensive systems.
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Methods
The data for this report have been obtained from Statistics Canada6, which obtained it 
from the departments of education in the 13 provinces and territories.

Public School Enrollment is the Full-Time Equivalent (FTE) enrollment of students 
in public schools in each province and territory. Students enrolled in youth detention 
facilities, funded by provincial and territorial governments, are also included. The 
information was obtained in September of each year. 

The FTE enrollment is the number of full-time students plus the part-time students 
according to the fraction of the school year in which they are registered. Students 
enrolled in kindergarten programs for half a day in a 10-month school year are counted 
as 0.5 FTEs. Likewise, full-time students who are enrolled for 2 months of a school 
year are counted as 0.2 FTEs. 

Public School Educators are the number of full-time educators on September 30 
plus the part-time educators according to the percentage of their full-time employment 
allocation. Educators who have been employed full-time for five months are counted 
as 0.5 FTEs.

Educators include teachers, school administrators, and pedagogical support staff. 
Teachers are those involved in direct instruction, but exclude teachers’ aides. School 
administrators are those involved in the direct management of schools such as principals 
and vice-principals, but exclude higher level management such as superintendents and 
directors of education. Pedagogical support personnel are non-teaching employees 
such as guidance counselors, librarians, and educational media specialists, but exclude 
health and social support personnel. Finally, educators in youth detention schools 
funded by provincial and territorial governments are included, but educators in schools 
funded by federal departments, such as the departments of National Defense and 
Aboriginal Affairs and Northern Development, are excluded. 

Students/Educator Ratio is the FTE student enrollment divided by the FTE educators 
for each of the provinces and territories and for each year. These ratios have been 
calculated by the author.

Total Expenditures includes both operational and capital expenditures in each of the 
provinces and territories for each year. Over this period, the operational expenditures 
represented between 77 per cent and 90 per cent of the total expenditures, but the 
rate varies by year and province or territory.

Expenditures per Student is the total expenditures divided by the Full-Time Equivalent 
student enrollment for each province and territory for each of the 11-years. These 
expenditures have been calculated by the author.
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Results
Table 1, ‘Selected Educational Statistics for Provinces and Territories’, presents data 
for public schools in all provinces and territories from 1999-00 to 2010-11, an 11-year 
period. Over this time, the Canadian public school enrollment dropped from slightly 
over 5-million to slightly under 4.8-million students (-341,793 students or -6.8 per 
cent), while the number of educators increased from 315,549 to 340,901 (+25,352 
or +8.0 per cent). At the same time, total expenditures increased from slightly over 
$37.3 billion to almost $59.2-billion, an increase of almost 60 per cent.

Education is, of course, a provincial and territorial responsibility, so these figures gloss 
over differences between jurisdictions. For example, enrollment in British Columbia 
decreased by 9.7 per cent, while the number of educators decreased by 8.4 per cent; 
enrollment in Manitoba also decreased by 9.7 per cent, but the number of educators 
increased by 3.1 per cent. Likewise, public school enrollment in Saskatchewan decreased 
by 13.2 per cent, while the number of educators increased by 5.8 per cent. In Alberta, 
on the other hand, public school enrollment increased by 4.2 per cent, but the number 
of educators increased by three times that rate, 12.6 per cent. Surprisingly, Alberta is 
the only jurisdiction where the number of students increased over this 11-year period, 
but it is not the only jurisdiction in which the number of educators increased.

At the other side of the country, in Nova Scotia, the number of students decreased 
by 19 per cent and the number of educators increased by 3.7 per cent.6 In New 
Brunswick, the number of students decreased by 17.8 per cent and the number of 
educators increased but only by 1.5 per cent. However, in Newfoundland and Labrador, 
the number of students decreased by 27.3 per cent, and the number of educators also 
decreased, but only by 12.6 per cent.

The fourth column (and Chart 1, page 14) illustrates changes in the students/educator 
ratios for each year and each province and territory. In every jurisdiction, the ratio 
decreased, but there are substantial differences. For example, the ratio decreased from 
17.14 students per educator to 15.86 in Alberta, from 15.66 to 13.71 in Manitoba, and 
from 16.55 to 13.57 in Saskatchewan. The highest students/educator ratio is in British 
Columbia where there are almost 17 students per educator, and the lowest ratio is in 
the Yukon where there are approximately 10 students per educator in 2009-10, the 
last year for which data are available.

The differences between provinces and territories seem quite small, but they represent 
large differences in expenditures as illustrated in the cost per student as reported 
in the last column (and Chart 2, page 14). In 2010-11 the cost per student ranged 
from a low of $11,306 in Prince Edward Island to a high of $22,202 in the Northwest 
Territories. Moreover, over the 11-year period the increases in expenditures per student 
ranged from a low of 53.3 per cent in British Columbia to a high of 111.1 per cent in 
Newfoundland and Labrador. The increase is 95.3 per cent in Saskatchewan, 89 per cent 
in Alberta, 77.4 per cent in Manitoba, and 69 per cent in Ontario. In comparison, the 
Consumer Price Index (CPI) increased by 25.5 per cent over the same time period.7 As 
expected from Baumol’s theory,8 the cost of educating the average student in public 
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Selected Educational Statistics for Provinces  
and Territories: 1999 – 2011

TABLE 1

  Alberta 
  
Year Public School Public School Students/Educator Total  Expenditures 
 Enrollment Educators Ratios Expenditures per Student   
    (in millions of (in nominal dollars) 
    nominal dollars)

1999-00 528,099 30,797 17.14 3674.9 6,959

2000-01 531,165 29,106 18.25 4006.4 7,543

2004-05 532,063 36,911 14.41 5048.7 9,489

2005-06 532,876 37,570 14.18 5485.0 10,293

2009-10 545,819 34,759 15.70 7112.6 13,031

2010-11 550,059 34,675 15.86 7235.5 13,154

Increase/Decrease 4.2% 12.6% -- 96.9% 89.0%
 

 

British Columbia 
  
Year Public School Public School Students/Educator Total  Expenditures 
 Enrollment Educators Ratios Expenditures per Student   
    (in millions of (in nominal dollars) 
    nominal dollars)

1999-00 609,078 35,687 17.06 4692.2 7,704

2000-01 606,590 36,113 16.80 4807.2 7,925

2004-05 580,596 33,146 17.52 5252.9 9,047

2005-06 574,434 33,701 17.05 5628.3 9,798

2009-10 547,995 33,054 16.58 6478.9 11,823

2010-11 550,038 32,694 16.82 6507.8 11,832

Increase/Decrease -9.7% -8.4% -- 38.7% 53.3%

schools increased by between two and four times faster than the increase in the CPI in 
the provinces and territories.
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TABLE 1

 

Manitoba 
  
Year Public School Public School Students/Educator Total  Expenditures 
 Enrollment Educators Ratios Expenditures per Student   
    (in millions of (nominal dollars) 
    nominal dollars)

1999-00 190,185 12,147 15.66 1410.0 7,414

2000-01 183,141 12,224 14.98 1467.5 8,013

2004-05 178,256 12,245 14.56 1676.6 9,406

2005-06 176,350 12,278 14.36 1771.9 10,048

2009-10 171,518 12,492 13.73 2234.3 13,027

2010-11 171,654 12,518 13.71 2257.2 13,150

Increase/Decrease -9.7% 3.1% -- 60.0% 77.4%

 
 

New Brunswick 
  
Year Public School Public School Students/Educator Total  Expenditures 
 Enrollment Educators Ratios Expenditures per Student   
    (in millions of (in nominal dollars) 
    nominal dollars)

1999-00 127,003 7,571 16.77 894.2 7,041

2000-01 124,942 7,468 16.73 841.2 6,733

2004-05 117,145 7,371 15.89 1013.6 8,653

2005-06 114,820 7,385 15.55 1055.6 9,193

2009-10 106,394 7,881 13.50 1241.7 11,671

2010-11 104,421 7,686 13.59 1273.8 12,199

Increase/Decrease -17.8% 1.5% -- 42.5% 73.3%

Selected Educational Statistics for Provinces  
and Territories: 1999 – 2011
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TABLE 1

 

Newfoundland and Labrador 

 
Year Public School Public School Students/Educator Total  Expenditures 
 Enrollment Educators Ratios Expenditures per Student   
    (in millions of (in nominal dollars) 
    nominal dollars)

1999-00 91,203 6,451 14.14 559.5 6,135

2000-01 87,550 6,374 13.74 551.6 6,300

2004-05 76,928 5,702 13.49 621.2 8,075

2005-06 74,349 5,556 13.38 644.2 8,665

2009-10 67,297 5,659 11.89 871.2 12,946

2010-11 66,288 5,636 11.76 858.6 12,953

Increase/Decrease -27.3% -12.6% -- 53.5% 111.1%
 
 
Northwest Territories 

 
Year Public School Public School Students/Educator Total  Expenditures 
 Enrollment Educators Ratios Expenditures per Student   
    (in millions of (in nominal dollars) 
    nominal dollars)

1999-00 9,381 519 18.08 101.9 10,862

2000-01 9,291 553 16.80 103.9 11,177

2004-05 9,220 606 15.21 132.0 14,318

2005-06 9,090 599 15.18 133.1 14,647

2009-10 8,564 628 13.64 214.9 25,092

2010-11 8,576 621 13.81 190.4 22,202

Increase/Decrease -8.6% 19.7% -- 86.8% 104.4%
 
 

Selected Educational Statistics for Provinces  
and Territories: 1999 – 2011
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TABLE 1

Nova Scotia 

 
Year Public School Public School Students/Educator Total  Expenditures 
 Enrollment Educators Ratios Expenditures per Student   
    (in millions of (in nominal dollars) 
    nominal dollars)

1999-00 158,205 9,611 16.46 1084.0 6,852

2000-01 155,873 9,444 16.50 1318.2 8,457

2004-05 145,396 9,268 15.69 1156.4 7,953

2005-06 142,304 9,394 15.15 1257.2 8,835

2009-10 130,550 9,863 13.24 1493.0 11,436

2010-11 128,131 9,962 12.86 1533.8 11,971

Increase/Decrease -19.0% 3.7% -- 41.5% 74.7%
 

 
Nunavut 

 
Year Public School Public School Students/Educator Total  Expenditures 
 Enrollment Educators Ratios Expenditures per Student   
    (in millions of (in nominal dollars) 
    nominal dollars)

1999-00 9,196 479 19.20 No Data No Data

2000-01 9,171 477 19.23 No Data No Data

2004-05 9,005 557 16.17 117.4 13,040

2005-06 8,720 638 13.67 117.8 13,509

2009-10 8,694 639 13.61 174.2 20,041

2010-11 8,515 652 13.06 186.7 21,923

Increase/Decrease -7.4% 36.1% -- -- --
 

Selected Educational Statistics for Provinces  
and Territories: 1999 – 2011
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TABLE 1

Ontario 

 
Year Public School Public School Students/Educator Total  Expenditures 
 Enrollment Educators Ratios Expenditures per Student   
    (in millions of (in nominal dollars) 
    nominal dollars)

1999-00 2,011,430 124,712 16.13 15,148.4 7,531

2000-01 2,026,039 126,763 15.98 15,708.8 7,753

2004-05 2,012,093 128,712 15.63 18,765.1 9,326

2005-06 2,006,732 132,106 15.19 19,830.3 9,882

2009-10 1,948,463 143,042 13.62 23,746.0 12,187

2010-11 1,953,624 145,082 13.47 24,869.8 12,730

Increase/Decrease -2.9% 16.3% -- 64.2% 69.0%

 
 
Prince Edward Island 

 
Year Public School Public School Students/Educator Total  Expenditures 
 Enrollment Educators Ratios Expenditures per Student   
    (in millions of (in nominal dollars) 
    nominal dollars)

1999-00 24,089 1,444 16.68 140.6 5,837

2000-01 23,153 1,457 15.89 146.8 6,340

2004-05 22,393 1,486 15.07 169.0 7,546

2005-06 21,948 1,457 15.06 168.0 7,655

2009-10 19,955 1,529 13.05 234.8 11,768

2010-11 21,262 1,647 12.91 240.4 11,306

Increase/Decrease -11.7% 14.1% -- 71.0% 93.7%
 

 

Selected Educational Statistics for Provinces  
and Territories: 1999 – 2011



THE COST DISEASE INFECTS PUBLIC EDUCATION ACROSS CANADA FRONTIER  CENTRE & A IMS

No. 119  •  February 2014  •  CO-PRODUCED BY  THE  FRONTIER  CENTRE FOR PUBLIC  POLICY  &  AIMS12

CO-PRODUCED BY

© 2014

TABLE 1

Quebec 

 
Year Public School Public School Students/Educator Total  Expenditures 
 Enrollment Educators Ratios Expenditures per Student   
    (in millions of (in nominal dollars) 
    nominal dollars)

1999-00 1,100,453 74,415 14.79 8,186.9 7,440

2000-01 1,093,155 74,708 14.63 8,459.8 7,739

2004-05 1,065,214 77,598 13.73 9,320.3 8,750

2005-06 1,053,074 77,129 13.65 9,639.7 9,154

2009-10 990,124 77,093 12.84 11,388.1 11,502

2010-11 979,563 77,338 12.67 11,851.1 12,098

Increase/Decrease -11.0% 3.9% -- 44.8% 62.6%

 
 

Saskatchewan 

 
Year Public School Public School Students/Educator Total  Expenditures 
 Enrollment Educators Ratios Expenditures per Student   
    (in millions of (in nominal dollars) 
    nominal dollars)

1999-00 186,355 11,263 16.55 1,190.0 6,386

2000-01 184,316 10,971 16.80 1,216.0 6,598

2004-05 170,514 11,017 15.48 1,539.9 9,031

2005-06 167,388 11,031 15.17 1,601.9 9,570

2009-10 160,860 11,602 13.86 1,928.1 11,987

2010-11 161,672 11,912 13.57 2,016.0 12,470

Increase/Decrease -13.2% 5.8% -- 69.4% 95.3%
 

Selected Educational Statistics for Provinces  
and Territories: 1999 – 2011
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TABLE 1

Yukon 
 
Year Public School Public School Students/Educator Total  Expenditures 
 Enrollment Educators Ratios Expenditures per Student   
    (in millions of (in nominal dollars) 
    nominal dollars)

1999-00 5,766 453 12.73 73.1 12,673

2000-01 5,577 463 12.05 74.1 13,287

2004-05 5,272 460 11.46 83.5 15,837

2005-06 5,148 470 10.95 95.4 18,533

2009-10 4,777 478 9.99 96.6 20,216

2010-11 4,847 No Data No data 103.3 21,313

Increase/Decrease -15.9% -- -- 41.3% 68.1%

Source: Blouin (2008) and Statistics Canada (n.d.).

Selected Educational Statistics for Provinces  
and Territories: 1999 – 2011
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Implications
Over the last decade, increasingly more resources have flowed into school jurisdictions 
with fewer and fewer students, school bureaucracies have expanded, educators have 
received higher salaries for teaching fewer students, and principals have managed 
schools with fewer students and more educators. Many governments, administrators, 
and especially teachers’ associations claim that students benefit from lower students/
educator ratios, better facilities, more divisional administrators, and educators with 
higher salaries. But little, if any, evidence supports this claim.9

Of course Canadians realize that all the social services, but particularly education 
and health care, are vital to their well-being. Nevertheless, they seem to assume 
that increasing costs result in better services while decreasing costs result in poorer 
services. Surprisingly, citizens do not seem to realize that the quality of the services 
is not definitively linked to the cost, and that resources spent in one area limit those 
that are available in other areas.10

If, over this 11-year period, the cost of educating public school students had been 
held to the increase in the CPI, the savings in the 13 jurisdictions would be around 
$12.4-billion in 2010-11. This substantial saving could be used in lowering taxes, which 
would please conservatives, to fund other social services, which would please liberals, 
or to do a little of both, which would please neither end of the political spectrum.11 

A cut of this magnitude may be too drastic, and it may be more reasonable to increase 
expenditures by, say, 10 per cent above the CPI for the average cost per student in 
each jurisdiction using the 1999-00 expenditures as the base. Using this formula, the 
savings in the 2010-11 school year would be $2.05-billion in Alberta, $766-million in 
British Columbia, $532.8-million in Manitoba, and $617-million in Saskatchewan. In 
other words, in this school year alone, the savings would be 28.3 per cent of the total 
public school expenditure in Alberta, 11.8 per cent in British Columbia, 23.6 per cent 
in Manitoba, and 30.6 per cent in Saskatchewan. The savings in the other provinces 
and territories would be similar. 

Rethinking the way public education is funded is overdue. There is a pressing need to 
improve students’ educational achievement so that Canadian students can compete 
successfully with each other and with students from other countries. This rethinking 
can begin by asking why the cost disease does not affect the private sector economy. 
Mainly, this results because competition among businesses constrains the cost of 
products, automobiles and computers, for example, over time.12 To improve students’ 
achievement with lower costs, the Atlantic Institute for Market Studies (AIMS) and 
Frontier Centre for Public Policy have proposed increasing competition among public 
and private schools.

The most effective way for provinces and territories to increase competition is to tie 
the funding of schools directly to the demand by using vouchers so that parents can 
send their children to public or independent (private) schools of their choice. Higher 
enrollments would mean larger budgets, and lower enrollments would mean smaller 
budgets. This policy would limit spending in the face of declining student enrollments. 
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It would also eliminate the unfair double burden placed on the increasing number of 
parents who are sending their children to private and/or propriety schools, such as 
Sylvan Learning and Kumon Centres, for expensive remedial tutoring. At present, 
these parents effectively pay twice—first, when they pay fees for private instruction 
and second when they pay taxes that support public schools—schools that apparently 
do not adequately meet their children’s educational needs. 

Parent-controlled funding would also force schools to concentrate on objective, 
measurable, outputs, notably standardized measures of academic achievement. As 
a result, we would get schools that focus on teaching and learning that are essential 
for obtaining informed, enlightened, skilled, and employable citizens. Competition 
would mean that students would be tested and the results would be published so 
that excellent schools attracted more students while low-performing schools withered 
and closed. Of course, schools would be free to innovate in teaching, learning, and 
administration, but they would need to deal with the consequences of their decisions, 
both positive and negative. 

These changes would save considerable money and make schools more responsive to 
the needs of students, parents, and taxpayers. Unfortunately, curing the cost disease 
is the only real option for sustaining viable educational systems across the country. 
The dismal conclusion is that costs cannot continue to increase at exponential rates 
without crowding out other necessary expenditures in provincial and territorial budgets.
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