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In November 2017, Quebec announced a
$1.1-billion personal income tax reduction.’
Some argued then that the reason the gov-
ernment could afford to reduce the tax
burden was that it had reduced spending
on health and education, and that these
sectors had been starved by years of suc-
cessive cuts. According to these critics, the
money used to lower income taxes should
have been reinjected into public services.?

However, both health care spending and
education spending have increased consider-
ably in recent years, funded by repeated tax
increases.® Moreover, these additional sums
have had little impact on the quality or the
accessibility of public services.

HEALTH, EDUCATION, AND INFLATION

From 2008-2009 to 2016-2017, health care
spending went from $30.6 billion to $36.4 bil-
lion, while education spending (excluding the
post-secondary sector) went from $12 billion to
$13.4 billion.* These increases are expressed in
constant 2016 dollars, and so take ianl)ation into
account. They show that the resources allocated
to these two sectors actually did increase in real
terms.

Spending growth has also been higher than
population growth in the case of health care,
and higher than student population growth in
the case of education (see Figure 1). These
trends are expected to continue, given the in-
creases announced by the government in its
November 2017 update.®

In sum, if spending had simply followed the rates
of inflation and demographic change over this
Feriod, Quebecers would be paying $4.8 billion
ess for health care and education today. This is
reflected in the share of government spending

Figure 1

Evolution of public spending on health care and
education, constant dollars, 2008-2009 to 2016-2017
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Sources: Statistics Canada, CANSIM Table 385-0041: Canadian Classification of Functions
of Government (CCOFOG) by consolidated government component, 2008 to 2016;
Statistics Canada, CANSIM Table 326-0020: Consumer Price Index (CPI), Canada, Al
items, 2008-2009 to 2016-2017; Statistics Canada, CANSIM Table 051-0001: Estimates of
population, by age group and sex for July 1, Canada, provinces and territories, 2009-2017;
Germain Belzile and Alexandre Moreau "Education in Quebec: Where Does the Money
Go?" Economic Note, MEI, August 2017 (updated to include the 2016-2017 year; the
number of students for this last year is an estimate).

taken up by these two sectors, which climbed from
65.6% to 67.6% in just three years, from 2013-2014 to
2016-2017.% Such a rate of increase is unsustainable in
the long term.

MORE MONEY FOR BETTER SERVICES?

If it were true that spending itself has a direct impact on
the quality of services, we should have observed a gen-
eralized and notable improvement of these in recent
years. Yet complaints about the lack of improvement,
and even the deterioration of public services, are wide-
spread.



One thing to note is that health care and educa-
tion budgets increase to fund not just new pro-
grams, but also the working conditions negotiat-
ed in collective agreements. They are also the
result of choices made by the government in the
delivery of public services.” In education, for ex-
ample, additional spending in recent years stems
primarily from the reduction in the number of
students per teacher, payments to pension Elans,
the automatic progression of teachers up the
pay scale, and the growing number of students
with ifecial needs. A substantial part of the
spending increase therefore has nothing to do
with improving the quality of services delivered.?

Several commentators have nonetheless con-
cluded that reducing taxes was not urgent be-
cause of the crying need observed in public
services.’ Yet it is the organization, the manage-
ment, and the performance of these sectors
that are at issue, much more than their funding.

The scope and the chronic nature of these
Eroblems, present in every department, have

een documented in a recent study. The author
states that “the Department of Education, like
many others, measures its success in terms of
effort—money spent—rather than results.” The
Health Department, for its part, has more ap-
Eropriate indicators, but it does not achieve

etter results than the rest. Under current con-
ditions, the study concludes that the injection of
additional funds would amount to “an immense
waste.” 10

Indeed, when comparing the results achieved
by the educational systems of different coun-
tries, the amount spent by government is not
always a good indicator of the quality of servi-
ces. One study of 31 European countries found
that the level of public spending had “only a
small amount of influence” on the effectiveness
of the school system. The level of autonomy of
schools has much more of an impact.

In health care, too, performance does not de-
pend on how many billions are spent.’ The
United States is an eloquent example: Although
their system is by far the most expensive one in
the world, it is regularly ranked last in compari-
sons of industrialized countries.'3

Quebec stands out when it comes to health care, having
the worst emergency rooms in the Western world ac-
cording to a report by the province’s Health and Welfare
Commissioner. One of the conclusions from another of
its publications could be applied to whole swaths of our
Eublic services: “The system’s difficulties do not seem to

e related to an insufficient budgetary envelope or to a
lack of human resources, and even less to a lack of ma-
terial resources. They instead appear to be related to the
organization of care and services and the distribution of
financial and human resources.”'* The Health Department
has unfortunately decided to abolish this watchdog that
was a source of internal criticism."

A FALSE DILEMMA

Pitting tax cuts against the quality of public services in
health care and education is a false dilemma. Over the
years, enormous sums have been poured into these two
systems, with questionable results at best. Before in-
jecting additional resources, it would behoove the
Quebec government to re-examine the way it delivers
public services; otherwise, there is no reason to believe
that it will obtain different results. In the meantime, there
is no doubt that the money used for tax cuts now finds
itself in better hands.
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