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Introduction To The Study
"How will the public sector change
over the next decade?" was the
theme of this study. In this brief report, we look at the answers for one
part of the public sector, namely
Municipal government.
Our study relies on face-to-face
structured interviews with 120 opinion leaders from across the country. Some 56 of these respondents
came from healthcare. Others
come from federal-provincial government (15), municipal government (15), public education (16)
and post-secondary education
(17). Each opinion leader interview
took about 90-120 minutes.
The most critical part of the study is
identifying the 'right people' as opinion leaders. If this is not done properly, then the logic of the entire
process falls apart.

We began by identifying people
regularly named in articles, publications and speeches. We interviewed these people and asked
them who they felt were opinion
leaders. We continued interviewing until we got agreement on
which people to interview. A list of
the opinion leaders for municipal
government is appended.

“Opinion leaders are the
people who make the
future happen. Because
of their leadership role,
their views of the future
are more accurate than
others.”
At the end of the study, we were
quite impressed with the dedication and talent of the people we
interviewed. We learned to recognize that the public sector must
manage in an environment that is
more complex than the private

sector. Objectives are inevitably
at odds with the desires of some
citizens, yet the public sector consistently aims to improve public
well-being in the ways that are
within its means.
On behalf of the Royal Bank of
Canada, we thank all of the opinion leaders for their commitment to
the public service and their willingness to share their views with others. As a final note, we must point
out that this report summarizes
what opinion leaders say and does
not represent the views of the Royal
Bank. The authors are writing as "independents". They have no vested
interest in the opinions other than
portraying them accurately. They
are simply seeking to identify common views of the future and their
logic.

Overview of Findings
Looking at the next decade, we
see three main stages of change.
Re-focus: Identify societal priorities and focus resources across
organizations and supporting
stakeholders;
Realign: Change channels for
delivery of services within and
across organizations (and levels
of government), as well as changing the source of funding; and
Integrate: Coordinate, participate
and share responsibility across
organizations - both formally and
informally.
Re-focus" refers to setting priorities based on society's needs,
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then planning how to get things
done. These plans are likely to
include coordinated action by
different departments in the
federal, provincial or municipal
government. There are four key
"re-focus" themes for the next
decade.
Demand, supply and access
management;
Accountability focused on
achieving results;
Community engagement that
seeks the views of stakeholders
and involves them; and
Leadership in meeting priorities
and finding funding.

"Realign" means that government
will change the way it delivers
services, as well as changing the
sources of funding it uses to get
priority jobs done. Service delivery of common functions will
typically be provided by one
organization which serves the
needs of several departments in
the same level of government, or
in the case of delivery of services
to the public, it may provide
service for federal, provincial and
municipal government combined.
This might well include delivery of
services like health care, land use
or environmental clean-ups,
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Overview of Findings continued
which fail to conform to pre-set
political boundaries. These
services may be delivered by
multi-level government organizations, new agencies, private
sector contractors, joint publicprivate partnerships or volunteers.
The biggest challenge for realigning service delivery is the willingness to share resources across
organizations to effectively
deliver solutions for complex
problems, especially when
"resources" are the basis of
power. There are three progressive themes for government

when it realigns are: (i) Partnerships; (ii) Working around funding
shortfalls; and (iii) Integrated
action between different organizations.
"Integration" is a strategy for
responding to complex problems
that cannot be solved within a
single organization. New organizations may not be practical
because the focus of coordinated action may be too narrow
or time-limited. Essentially "integration" means managing across
organizational and stakeholder
boundaries.

When we talk about "integration", we are not talking about
forming a single command and
control structure. Each organization retains its own distinct
identity, distinct management,
and distinct balance sheet. We
are talking about negotiated,
flexible and rapidly-changing
integration. This is a mixture of
coordination of selected organizational activities, joint participation in those activities (and
only those activities) that are
mutually beneficial, and shared
responsibility for achieving
outcomes in those areas alone.

How Municipal Government is Changing
Cutbacks and amalgamation
were a major theme for municipalities over the past decade too.
We saw the formation of large
regional municipalities that were
aimed at reducing duplications in
service and in bureaucracy. Infrastructure growth certainly was
substantial in cities, and quite often, it was funded with the help of
federal, provincial and private
sector partners. One of the main
challenges for municipalities now
is finding the money to maintain
the infrastructure that was built.
The main economic challenge for
municipalities over the next decade is balancing downloaded responsibilities with the funding they

receive to meet those responsibilities. In some cases, we anticipate refusals to accept
downloaded responsibilities and
considerable pushback to see
them uploaded to higher levels
of government. For the most part
though, new municipal powers
will lead municipalities to focus
on finding new sources of revenue
following the "pay if you can, pay
if you are bad" model. We can
expect more "sin" taxes, entertainment taxes, hotel taxes, airport
fees, development levies, payment for excess garbage or water usage, adult user fees for recreation facilities, increased land
transfer taxes and more.

In part, new funding will also be
needed to manage the many
demands of new urbanites and
suburban growth. In attempting
to meet these demands, municipalities face the delicate balance between economic growth
and environmental sustainability.
Investment in alternative power
sources and other environmental
initiatives will be part of the municipal response. There will be a
constant tension between economic growth and environmental protection throughout the
decade.

FORCES AT WORK
In demographic terms, there are
three main forces at work: immigration, urbanization and an
aging population. While all
sectors have had difficulty
adapting to changes in service
demand, the main impacts of
each demographic force are:
Immigration: Increase in urban
populations; more demand for
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special services; and demand for
culturally-sensitive services.
Urbanization: Increasing urbanization creates shortages of low cost
housing; problems of
sustainability; increased competition for skilled professionals to fuel
economic growth; and a shortfall
in needed services for aboriginals
and recent immigrants.

Aging population: The biggest
impact is a shortage of skilled
professionals fueled by retirements. An aging population also
heightens demand for health,
social and recreational services.
At the same time, the aging
population is the largest source
of volunteers.
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The shortages in labour are mainly
in skilled trades, professions, and
senior management. Shortages
are also due to heightened
demands that cannot be entirely
funded by government.
Outsourcing and contracting
have been the response to
government labour shortages so
far. In the future, there will be
more effort to teach people to
help themselves.

Intellectual capital

Infrastructure

Sustainability Matrix

Economic growth

Environmental management

Sustainability
Sustainability deals with our ability
to meet the needs of the present
without sacrificing our future. The
main sustainability issues are
creating infrastructure to meet
basic societal needs, economic
growth and achieving these
things without undue environmental impact. Many of the
sustainability issues are urban
issues, but land and water usage
issues are major concerns for
Canadians in agricultural areas
too.
For urban areas, sustainability is
built on four pillars: intellectual
capital, infrastructure, economic
growth, and environmental
management.
With shortages in professionals,
economic growth is dependent
upon a city's ability to attract
professionals. Infrastructure and a
pleasant environment are key to
attracting professionals. The
economic growth provides the
funding to help better manage
the environment. It also reinforces
the city's ability to attract professionals who can develop innovative ideas for environmental
management.
The inter-dependence of these
four pillars of sustainability has led
to the "branding" of cities. Every
major Canadian city is investing in
establishing itself as a desirable
place to be and each will take a
unique approach. Creating a
reality behind the brand takes
money - typically more than the
municipality itself can afford.
Other levels of government and
the private sector are often
asked to step-in and play a role.
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Demographics and sustainability
are the core of the political
pressure for change. Public
pressure not only dictates priorities, but increasingly asks government of all types to be accountable for its achievements. A
process that appeared to work
was sufficient in the past. Now,
boards are asking organizations to
define: the benefits they will
achieve; who will benefit; how
much benefit will be produced;
when the benefit will be
achieved; and how much it will
cost. Accountability is becoming
better defined for top priorities,
even if it remains "fuzzy" for the
lower priorities.
Technology is less a force for
change now than an enabler of
change. While technology has
raised the demand for new ways
to deliver services, many of the
online solutions are already
implemented and more are likely
to follow. Technology has allowed government to provide its
services in a more streamlined,
efficient and coordinated manner. We can certainly expect to
see technology play a bigger role
in delivery, as labour shortages
make it necessary to push people
to buy online or else pay a premium for face-to-face service at
a counter. Online and telephone
advice will also take the place of
some face-to-face advice
provided now.
What we have learned about
technology in the past decade is
that the equipment is cheap.
Development and operating

costs are far higher. In fact,
technology has made some
services more expensive by
raising demand and expectations for service. In short, we
have learned that the impact
of technology is seldom as
simple or cost-effective as it
appears at the outset. We will
certainly see this new notion
repeatedly played out in
health and education in the
years to come.

HOW THINGS
WILL CHANGE
There are seven changes that
affect all parts of the public
sector. The four changes in the
inner circle are core changes
that respond to the forces at
work in the public sector
environment.

The three outer changes are
basically strategies than will
help deal with the four core
changes. All of the changes
are shown in a circle because
they affect one another and
there is really no single starting
point or end-point.
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The four core changes, in an order
that seems logical to us, are:
1.Change the services you provide in response to changes in
demand and supply arising out of
demographic shifts.
2.Change the method of delivering services in order to compensate for the shortage of people
available to deliver public
services. Typically this means
outsourcing, contracting or
converting services to online selfservice in order to reduce the
labour required.
3.Find new revenue sources to
fund priorities.
4.If you don't have the revenue
you need after funding your
priorities, let others fund their own
priorities.

To make the core changes practical, a government must:
5.Use technology to lower costs
and achieve results.
6.Measure results and fund organizations that are successful at
achieving the results you want.
7.Build new integrated structures
that help solve problems or
deliver service in a cost-effective
manner. These structures can
cross departments or different
levels of government. Sometimes
they are informal coordination,
sometimes they are formalized
and shared responsibility for
related action on a common
problem, and other times the
structures will be new specialpurpose agencies.

Top 10 Changes In The Sector
There is some similarity in the top five changes for municipalities and
provincial government, but while there are similar forces at work, the
changes are quite different. The top five changes we see for municipalities are as follows.
1.New municipal taxes and development levies will be used to
reduce funding shortfalls.
2.Municipalities will increasingly form networks of regional shared
services organizations to provide consistent and cost-effective
service across a broad region. Selectively shared services will take
the place of further amalgamation.
3.There will be more infrastructure funding by multiple levels of
government. Things like social housing, environmental action, and
special events (e.g., Olympics) will attract funding from provincial
and federal sources, provided they are given due recognition.
4.Municipalities will spend more to build their economic and environmental sustainability. They will be more focused on the potential
sustainability returns on their infrastructure investment.
5.Municipalities will drop labour-intensive and "privilege" services.
Municipal golf courses, zoos and other "privilege" services are likely
to be sold to the private sector. Highly labour intensive services like
retrieving garbage cans from the backyard will be replaced with less
labour intensive services like curb-side pick-up.
To provide a direct sense of what opinion leaders are saying, we
include a few comments from municipal opinion leaders.
"Infrastructure will be increasingly funded by proportional user fees water meters, not flat rate."
"The biggest challenge is to get community engagement in issues that
matter - urban space, environment - in things where the difference will
show in 15 years versus pot-hole policies."
"The <regional authority> is a model for North America of what to do
without restructuring - to renew internally rather than take authority
away."
"The city manager is focused on three things: asset management, client
focus, and becoming a modern employer… Citizens are customers… They
pay taxes."
"Canada has become urban by accident, not by strategy… we need a
program."
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The Opinion
Leaders
Finally, we would like to thank the opinion
leaders who spoke to us about changes in
Municipal government. Those speaking
about health, education or municipalities
are identified in those reports. We identify
the opinion leaders based on where they
were working when we interviewed them
in late 2006 or early 2007. Their current
position and title cannot fully convey the
depth of their prior experience, which is
often a key factor in their selection.
In alphabetical order, the opinion leaders
are:
Jerry Berry, City Manager, City of
Nanaimo, BC;
Johnny Carline, Chief Administrative
Officer, Greater Vancouver Regional
District; BC;
Marc Croteau, Directeur général (CEO),
Union municipalités du Québec; Montréal
(Québec);
Glen Davies, City Manager, City of Regina,
Saskatchewan;
Daniel English, Chief Administrative Officer,
Halifax, Nova Scotia;
Simon Farbrother, Chief Administrator,
Waterloo, Ontario; President, Canadian
Association of Municipal Administrators;
Pat Fiacco, Mayor, City of Regina,
Saskatchewan;
Bob Hawkesworth, President, Alberta Urban
Municipalities Association; Alderman, City
of Calgary;
Mark Laroche, Chief Administrative Officer,
Gatineau (Québec);
Claude Léger, Directeur général, Montréal
(Québec);
Hazel McCallion, Mayor, City of
Mississauga, ON;
Glen Murray, Chair, National Round Table,
Environment & Economy; former Mayor of
Winnipeg;
Judy Rogers, City Manager, City of
Vancouver, BC;
Andrew Sancton, Professor, Chair, Department of Political Science; Director, Local
Government Program; University of Western
Ontario, London, Ontario;
Paul Stapleton, Chief Administrative Officer,
City of Fredericton, New Brunswick;
Richard Tindal, Tindal Consulting Ltd.,
Kingston, ON.
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