
For some time now, Canadians have felt the
heat of the great economic transformation of
the 1990s, driven by globalization, new tech-
nologies and debt reduction. In 1995, the
depth and breadth of that transformation
produced deep fault lines in public policies and
highlighted the urgent need for a renewed
commitment to economic and social research.

In this first Annual Report of the CPRN, I want
to explore the social and economic challenges
presented by this transformation and thus to
explain why we have launched Canadian Policy
Research Networks.

FAULT LINES IN PUBLIC POLICY

In New Brunswick, Saskatchewan and Alberta,
governments from three different political
parties have achieved balanced budgets for
the first time in many years. In Ontario, the
electorate has opted for a Conservative
administration pledged to fiscal rectitude and
a common sense revolution.

The federal government declared the end of
fiscal federalism, as it had evolved in the
post-war period, by creating the Canada Health
and Social Transfer (CHST) and cutting cash
transfers to the provinces in support of health,
post-secondary education, and social supports.

This combination of provincial and federal fiscal
restraint will provoke profound changes in the
social safety net, and in the respective roles of
the two orders of government.

And, in Quebec, almost 50 percent of the
population voted for sovereignty in the October
referendum. This too signalled the need for
fundamental changes in the federation and in
the definition of the values that sustain
Canadian society.

Thus, in a short span of time, the whole struc-
ture of the combined federal and provincial
welfare state in Canada is being set on a new
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course. Only time will tell what this new course
will mean for the well-being of Canadians and
the cohesion of Canadian society. But there
is no question that there will be profound
changes in the roles and responsibilities of
governments.

process, the relationships between the state
and citizens and between employers and indi-
viduals will have to change.

The roots of the polarizing trend go back to the
1970s, when productivity growth inexplicably
slowed down. Without productivity growth,
living standards cannot rise for long and the
revenues flowing to governments diminish. The
repercussions of the productivity slow down,
followed by globalization and technological
change, can be seen in the rising public debt
(as governments failed to adjust expenditures
to lower levels of revenue).

ECONOMIC AND SOCIAL POLARIZATION

In the 1980s, the most visible evidence of glob-
alization and new technologies was the polar-
ization of employment into good jobs and bad
jobs [Economic Council of Canada, 1991]. More
recently, this economic polarization has begun
to emerge as a social schism. Ekos Research
Associates polls taken in late 1994 and early
1995 offer a powerful indicator of the degree
of division in Canada. Fully 41 percent of the
population in that survey is living outside the
mainstream. These people fall into two cate-
gories: the Outsiders (19 percent) who "operate

largely outside of
mainstream society
and at the margins
of the economy..."
and the Disengaged
Dependents (22
percent) who "are
detached from the
world of work and
rely on government
to deliver them
from problems..."

The repercussions can also be seen in the
pocketbooks of Canadians (as shown in the
chart below). Young Canadians have felt the
brunt of the hardship so far. Their incomes are
20 percent lower than those of the people in
the same age groups in 1981. Other age groups,
except for the elderly, have lost ground -
but to a much lesser degree.
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The transition to a
globalized world,
the application of
new technologies
and the return to
more sustainable

public finances are essential for future well-
being. They are also a source of hardship for
many individuals and families. The final impact
on well-being will depend critically on the
capacity of virtually all our institutions to
adapt to the new realities -families, employ-
ers, governments and their programs. In the

On average, real income before taxes ( in dark tones) has not

changed since 1981, while after-tax incomes (in grey tones) have

fallen. The percentages compare the real income of each age

group in 1993 with people in the same age group in 1981.
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Optimists can look on these fault lines as an
indication that institutions are adapting -
finally! Pessimists would question whether we
can survive so much turbulence. The voyage
certainly looks perilous at this stage, because
there is no standard formula for successful
institutional adaptation. Governments, corpora-
tions and citizens are all groping for new ways
to enhance productivity and generate wealth.

Typically, governments in Canada consult their
citizens on technical questions -the constitu-
tional proposals of 1991 and 1992, the Green
Plan, the Social Security Review. In recent
times, the answers have come back angry and
negative. This has probably happened for two
reasons: when people feel their own economic
prospects are threatened, when they feel
unheard or helpless, there is a deep mistrust
of elites. The net effect is to add to social
divisions and to paralyze decision making.

THE SOCIAL SOURCES OF WEALTH
What people are looking for in this environ-
ment, and what policymakers need, is a set of
shared beliefs to map the difficult choices
involved in redefining institutions and restor-
ing the foundations for wealth generation.
These shared beliefs must be based on an
agreed set of values and accepted principles
that describe who we are and what makes
us unique.

At the same time, we are beginning to under-
stand that our capacity to generate wealth
depends critically on the quality of social inter-
action -the trust and reciprocity that are
woven into the social fabric [Putnam, 1993].
They are needed to sustain citizens' commit-
ment to the rule of law and the legitimacy of
democratic institutions in times of hardship.

To discover these shared beliefs, Canadians
need to invest time and money in two areas.
First, they need to engage in a dialogue on
values; and, second, they need to create
reliable sources of new ideas and information
about economic and social change. CPRN will
offer leadership in making both of these
investments.

The dialogue on values will help Canadians to
agree on what is important. What principles
should be applied when trade-offs are unavoid-
able? The first major report of CPRN -to be
published in the fall of 1995 -is entitled
Exploring Canadian Values.

..."Social cohesion involves

building shared values and

communities of interpretation,

reducing disparities in wealth

and income and generally

enabling people to have a

sense that they are engaged in

a common enterprise, facing

shared challenges, and that

they are members of the same
community. "

[Rosell et 01, 1995J

Such a dialogue does not yield crisp answers,
but it does provide useful and sustainable
guidance for policymakers [Yankelovich, 1991].
It also permits citizens to come to grips with
important and complex issues -to go beyond
opinion to judgment.

How then does a country build social cohesion
at a time when economic pressures are creating
fault lines that divide generations, communi-
ties, and regions?

This judgment does not, by any means, imply
unanimity. But, as people work their way
through an issue, many of them acquire a



greater respect for
others who arrive at
a different conclu-
sion. This mutual
respect is important
in building social
cohesion.

...dialogue on
values will

help
Canadians to

agree on
what is.

Important.

At the same time,
the dialogue must
be supported by
original and well-
communicated
research about
Canadian society.
We need to know

.the state of well-
being in Canada.

How will we regularly update our understand-
ing of the patterns of interaction in a society
that is transforming? How will citizens cope
with challenges and hardships? How will
Canadians know the impact of the new array of
programs? How will governments know whether
the programs respond to the needs of
citizens?

These are questions that demand in-depthresearch: 
research that transcends the bound-

aries of one jurisdiction or one discipline, such
as economics or sociology; research that pene-
trates the confusion of an era of transforma-
tion, to identify trends and provide guideposts
for citizens and for policymakers.

This is the challenge that motivated the
creation of Canadian Policy Research Networks
in December 1994.


