Thank you.
As executive director of IPAC for over 30 years, Joseph Galimberti had an enormous impact on this institution, and on public policy in Canada.  In the inaugural lecture in his honour, Professor Jacques Bourgault feted his intelligence, humanity, and passion.  I am truly honoured to present the 2010 Joseph Galimberti lecture.
As reflected in Bryan’s introduction, I too have been active in some fascinating public policy issues over my 35 year career in the Public Service of Canada.  I have had some great jobs, worked with some amazing people and on some occasions, collectively, I think we made a real difference for Canada.   So I am a very proud public servant.
Of course public servants typically don’t reflect on their career until retirement.  This lecture itself is also a catalyst for reflection.  In the interest of time, Ii will focus my comments on one key policy question, and one important public service management issue.
The policy question relates to my experience as the Deputy Minister of Finance for Canada, in the three years prior to my retirement.  It was a genuine privilege to lead the 750 person team of professional, hardworking, wonderful public servants in the Department of Finance.  Especially since this was one of the most interesting and challenging periods in our economic history.
Canada was very well positioned heading into this recent global economic crisis – we had our own fiscal challenge in the 1990’s and a mini banking crisis in the late 1980’s.  Political and public service leaders of the day, some of whom spoke at this conference, did the right thing for Canada, and left us very well positioned  for this recent global upheaval.  But the response of the Department of Finance, the Bank of Canada, our financial regulator and related institutions, like Bryan’s, served Canada very well in this crisis – and have been recognized as having done so.  The Department, under the leadership of a new Deputy and with Tiff Macklem as our distinguished G-8 Deputy is recognized as having served Canada very well at the recent G-8 and G-20 summits in Canada, which underscored Canada’s relative economic strength; our Minister of Finance, the Honourable Jim Flaherty, was recognized (in Europe) as the Finance Minister of the year – and rightly so, in my view.  And our central banker enjoys a cult-like following among the press that is only rivaled by the multi-month serenade to David Dodge upon his retirement from the Bank.
It is in the context of these achievements that I ask my policy question – are we the country that glided through the biggest global recession since the Second World War by circumstance, or did we earn it?  Or more directly – are we ready to do what is necessary now to stay ahead of the next major economic challenge, whether demographic, fiscal or financial?
We are, as a country, very well positioned for the future.  But relative prosperity and praise from abroad can breed complacency.  Rich countries can afford to do foolish things, and can certainly avoid tough decisions that are necessary for a stronger economic future.  Especially so when our neighbour, with much greater problems, has not yet crystallized an economic reform agenda.
We lack a genuine crisis in Canada at the present time, thankfully.  For crises result in large permanent economic losses.   But they do prompt action, particularly when necessary actions are not universally pleasant.  Ireland has made more fiscal and economic reforms in the last 12 months than in the last 20 years.  It had to, as do many other countries.  But short of a genuine crisis, recent experience suggests that an economic reform agenda is much harder to package, and sell to Canadians.  Yet Canada must not rest on its laurels. 
The government of Canada published its medium term economic agenda  -- Advantage Canada – in the fall of 2008.  It set out a number of initiatives aimed at creating:
· A fiscal advantage;
· A tax advantage;
· An entrepreneurial advantage;
· A knowledge advantage;
· And an infrastructure advantage.
There was broad based buy-in to Advantage Canada by key stakeholders and all Provincial governments.  The government has continued to connect to the themes of Advantage Canada since 2008 in every Budget, in key speeches by Finance Minister Flaherty and the Prime Minister, and in the government’s recent Economic Action Plan.  
Advantage Canada, as a brand, did not register with Canadians, beyond key economic stakeholders.  But the key related policies did.  And I believe we should be spending much more time on these medium term economic reforms, than on debating the pace of phasing out special infrastructure spending in the government’s Economic Action Plan. 
But progress on this medium term agenda is much harder to achieve than simply spending more money.  The challenge is two-fold – key areas for progress are either hard to define in terms of specific next steps, or hard to sell to Canadians.
In terms of hard to define, Kevin Lynch has made some useful suggestions on how to package Canada’s innovation agenda to guide progress.  Similarly, John Manely identified regulatory reform as the number one issue he plans to confront as head of Canadian Council of Chief Executives.  This is a really important issue.  But it may also need a process type framework to ensure meaningful short-term progress.  In fact, I think it is worth establishing a high-level Competitiveness Council, or some such forum, to provide ongoing analysis, and an honest critique of our progress toward a more competitive future.  It could help guide progress on the whole range of medium-term policy reform initiatives, from fiscal and tax competitiveness, to progress on modernizing Human Resource policies, strengthening the economic union, and the innovation and regulatory reform issues just mentioned.
Such a forum could also lend support to important initiatives that are, on their own, harder to sell.  I will give two such examples, both on the tax side.
As a key part of its proposed tax advantage, the Government of Canada set the objective of reducing Canada’s corporate tax rate to 25% over the next few years,  the federal rate is now legislated to fall to 15% and provinces have now bought into the commitment to reduce their corporate tax rate to no more than 10%.
This is a hugely important symbol of Canada’s economic and fiscal strength, and its openness to investment.  In an uncertain world it is a vital bridge between current economic uncertainty and our medium term agenda –Advantage Canada.  There is no more dramatic message to global investors who see virtually every other country in the world contemplating higher taxes, than to implement the tax cuts already legislated.  
However, some have suggested that we cancel these legislated reductions, given our current fiscal circumstance.  I believe this is wrongheaded in several respects.  
First, it would be unfair to companies who are now investing in Canada on the basis of lower legislated tax rates.  

Second, this tax advantage is now a joint federal-provincial initiative.  
Third, the actual revenue costs of the initiative are far less than simple arithmetic would suggest, because it is working – global companies are doing more in Canada now because of the lower rate, and even more importantly, will invest more in the future to generate more tax revenue, and jobs!
However, very few people are making these points.  Business may find it difficult to plead for their obvious interest, but without more input from business and other economic commentators, this initiative is vulnerable in a minority parliament.
A source of some optimism on my part is the fact that this is Jim Flaherty’s initiative.  He thought it up, he sold it to all the provinces, with considerable effort, and he and the Department of Finance know how important it is to Canada’s current very strong economic brand internationally.  
My other key tax file involves tremendous Provincial Government leadership, on the HST.  I think this file represents one of the most important public policy achievements in recent times.  Ontario led on this issue.  It did the right thing in the midst of a very serious economic and fiscal challenge.  Its retail sales tax was a silent killer of jobs – it collected $5 billion a year from Ontario businesses whether they were profitable or not.  And, at the time, many companies were not.  Ontario was losing out on business investment with an uncompetitive tax structure at a critical time in its history.  This was affecting jobs and living standards for Ontario residents in a real way.
It took bold action in its 2009 budget to move to an HST and lower its corporate tax rate to 10%.  Together, these actions created a very important tax advantage for Ontario relative to the competing foreign jurisdictions.  And the timing is vital given the continued massive industrial restructuring in North America, where ongoing survival often depends upon investment.  These actions took Ontario from one of the most onerous tax regimes in North America to one of the most attractive.  That gets noticed by global investors.
But who would know this was good economic news from all the noise!  Through quiet counsel to the Premier and Finance Minister, individual business leaders strongly supported this government move, in some cases where it was definitely not in the financial interest of their company.  The head of the Ontario Chamber of Commerce, Len Crispino, played a vital role by strongly advocating harmonization in a public way.  Post announcement however, the forces opposed to change overwhelmed those advocating this key economic reform, even within the Ontario chamber.
And the noise was even greater in British Columbia.  Driven by the same economic imperative Premier Campbell and his Finance Minister, Colin Hansen moved to an HST and recommitted to lower their corporate tax rate to 10%.  Like Ontario this dramatically improves the investment climate in British Columbia, at a critical time.  It is a powerful complement to other West Coast advantages that have the potential to transform its economy, not just in traditional industries, but with more investment by companies like Pixar and Microsoft.
These reforms were no-brainers to any informed analyst but were extraordinarily difficult politically for both provinces.  The marshalling of populist sentiment against such important moves is not unusual or inappropriate in Canada.  But the silence of too many who know better is disconcerting to those, like myself, who believe more focused but still politically challenging moves are needed to secure our economic future.  
But the glass on this question is more than half full.  Canada did not waste this recession.  Key governments took the bold steps needed to substantially improve our economic future.  We still have political leadership in this country that can look beyond the short term noise.  But these leaders need more support for their action from members of organizations like this, and other concerned Canadians.
My final comment on this subject is a reflection as a retiree, not as a former Deputy of Finance.  When Dwight Duncan and Colin Hansen, and their Deputies, take their retirement, they will, I hope, have many occasions to sit outside their cottage, or some other agreeable place with a view of a lake or the ocean or the mountains.  They can sit wherever they want and think “I took a few personal hits, but I accomplished something really important for my province, and my country – I made a difference.”  That’s what we are all in it for – to make a difference. 
The bottom line is that Canada needs more Colin Hansens!  We shouldn’t need a full blown crisis to keep pace with an ever competitive world.  The other actions needed may not be as dramatic as the HST, or a corporate tax advantage.  But progress will not be made without political leaders ready to challenge the status quo.  And Canada needs a set of strong voices in support of these vital changes.
On public service management, I will be brief.  First I have to say that the public service in Canada, federally and provincially, has served Canada well during this crisis.  The world is now full of examples of where this was not always the case, with very unwelcome consequences for their citizens.  Virtually every Department in Ottawa contributed to the country’s economic action plan.  The same is true, I know, in provincial governments.
But now, virtually every government in Canada will be exercising restraint for the next several years.  This restraint will be much more limited than in most other countries, which have far greater fiscal challenges.
But public servants will be asked to do more with less, and they can’t.  Restraint has to be balanced with a political readiness to stop doing some things.  Governments must also be ready to invest in better public service management.  There is a powerful case, in fact an urgent need for some well focused investment in IT systems.
There is also an important need to invest in better Human Resource Management.  And on this score, despite several ongoing attempts at reform, better results are needed.
The government needs to transform its restraint agenda into a management agenda to make real change happen.  In this regard, it is very encouraging to see that the Prime Minister is now chairing a Cabinet Committee on Administrative Service Reviews.  I know the committee will be considering systems investments, and some possible service delivery changes.  The Government will also take stock of recent management reforms such as staffing where some re-focusing may be needed.
In terms of Human Resource reforms I cannot let this forum go by without commenting on some of my experience in managing the creation of the Canada Revenue Agency. This was a huge, time consuming effort that worked.  We fundamentally reformed the management structure and HR regime to create a workplace that now serves Canadians and Canadian governments better.
But the most important change, in my view, was a relatively simple one.  We created a management group made up of all front line people-managers in the organization.  We trained them better, but most importantly, we assessed their people management skills every year, and gave an additional 5% pay at risk to the very best people managers – those that nurtured high performers and dealt with poor performance.  People management improved.  
Front line managers welcomed recognition of their role.  And most important, employees are better managed, and like it!  This was a very controversial change with public service unions at the time.  But the system has worked well enough that broader application to the Public Service now would be much easier to manage.  Especially in a period of restraint, when government must maximize the effectiveness of all its resources.   
Every senior official who has been associated with CRA has advocated this change for the broader Public Service.  That includes Deputies like myself, Alain Jolicoeur, Francois Guimont, Bill Baker, Stephen Rigby, and the current Commissioner Linda Lizotte-MacPherson.  I hope it’s time has now come.
In fact, this Conference’s very eloquent chairperson, Francois Guimont, is the current champion for middle managers in the Government of Canada.  I think you should run with this one Francois.  We’ll be right behind you.
In conclusion, we are not out of the global woods yet, but we should begin to turn our heads to medium-term reforms that can strengthen our advantage in a very challenging world.  Canada must not rest on its laurels.  We have seen real leadership in this period that should be supported.  And we should consider new ways to build commitment and gage progress on our competitiveness.  Public service improvements can contribute importantly to the task at hand.

Thank you again for the chance to speak to a few things I still feel some passion for. 
