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● (1530)

[English]
The Chair (Mr. Pat Finnigan (Miramichi—Grand Lake,

Lib.)): I'll call this meeting to order.

Welcome to meeting number 15 of the House of Commons
Standing Committee on Agriculture and Agri-Food.

Pursuant to Standing Order 108(2) and the motion adopted by the
committee on October 24, 2020, the committee is resuming its
study on processing capacity.
[Translation]

To ensure the smooth running of the meeting, I would like to
share some rules with you.

Members and witnesses may speak in the official language of
their choice. Interpretation services are available for this meeting.
At the bottom of your screen, you can choose between “floor“,
“English“ or “French“. In the latest version of Zoom, you can now
speak in the language of your choice without having to select the
corresponding language channel.

You will also notice that the platform's "raise hand" function is
now more easily accessible on the main toolbar, if you wish to
speak or alert the chair. If this option does not work, I suggest that
members and witnesses who wish to speak turn on their cameras
and physically raise their hands. The clerk of the committee will
prepare a list of members and witnesses who wish to speak.

I would ask committee members participating in person to pro‐
ceed as usual. I do not think I need to provide further explanations,
as there is no one in the room.

Before speaking, please wait until I recognize you by name. If
you are on the video conference, please click on your microphone
icon to unmute yourself. For those in the room, your microphone
will be controlled as it normally is by the proceedings and verifica‐
tion officer.

I remind you that all comments by members or witnesses should
be addressed through the chair.

When you are not speaking, your mike should be on mute.
[English]

Now I would like welcome our witnesses for today for the first
panel.

We have from Agri-Food Economic Systems, Dr. Al Mussell, re‐
search lead.

Welcome, Dr. Mussell.

From the Agri-Food Innovation Council, we have Monsieur
Serge Buy, chief executive officer.

Welcome, Mr. Buy.

With that, we'll start with opening statements.

We'll start with Agri-Food Economic Systems. Dr. Mussell, you
have the floor for up to seven and a half minutes.

Dr. Al Mussell (Research Lead, Agri-Food Economic Sys‐
tems, As an Individual): Thank you.

Mr. Chair and honourable members, I am pleased to appear be‐
fore you this afternoon and to provide the insights I have to offer as
an independent researcher focused on Canadian agriculture and
food.

As a country we take great pride in our agri-food system and its
performance. Our point of departure is a position of strength, and
the flip side of the challenges that I will raise are opportunities for
Canada. I would like to begin my remarks with this important ac‐
knowledgement.

I will touch briefly on a number of immediate and tangible chal‐
lenges to food processing in Canada. These are the challenges of to‐
day, impacting the ability of food processing just to be retained in
its current state. There are also forthcoming challenges only just be‐
ginning to be conceived. Increasingly, the full range of issues that
we face in relation to food processing in Canada will not entail a
stable solution in which we fix a problem, and the solution endures
over time. The environment is more unstable, and maintaining solu‐
tions for food processing will require broader, ongoing effort.

Much of the data published by Statistics Canada dealing with
capital stocks in food manufacturing was terminated in 2013. In‐
creasingly, we are left to public announcements made by firms in‐
vesting in new plants for information. That doesn't provide a con‐
sistent or satisfactory source of information on processing invest‐
ment, infrastructure and capacity.

Scale in food processing in Canada faces a number of con‐
straints. From the perspective of product brands and food market‐
ing, Canada is a small market, yet from a geographic and product
distribution standpoint, Canada is a very large area to serve and the
need for product freshness and distribution can require multiple
plants operating throughout the country at a relatively small scale.
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The Canadian market is also fragmented provincially through
provincial regulation in farm products marketing, under the inter‐
pretation of section 121 of the Constitution Act. In effect, the plat‐
form through which many processors purchase farm products for
processing is provincial in structure, while their primary customers,
grocery retail chains and food service distributors, operate at the
national level.

The challenges of obtaining and retaining human resources for
the needs of the agri-food sector are no doubt well known by the
committee. This certainly extends into food processing. Where eco‐
nomics would have dictated that food processing plants be located
in rural areas near supplies of farm products for processing, in‐
creasingly plants are locating closer to large urban centres as ac‐
cessing the necessary workforce becomes the key consideration.

For some years now the trends and forecasts documented by Em‐
ployment and Social Development Canada have pointed to trends
in education and training oriented towards professional careers.
This risks leaving our sector with a gap.

A recent and troubling development is the erosion of our global
trading institutions and a shift toward bilateralism on behalf of
large economies with the economic weight to use trade as leverage.
Agri-food products are frequently drawn in as an instrument of re‐
taliation in trade disputes, and the resulting injury drives the de‐
mand for agricultural support.

For example, the United States has had repeated and highly sig‐
nificant ad hoc farm subsidies in place dating from 2018. These
support U.S. production, advantaging U.S. food processors. In addi‐
tion, support also applies to food processing plant development. For
example, in a recent announcement, municipal supports exceed‐
ing $1 million U.S. were given for development of a poultry pro‐
cessing plant located in Alabama.

There are also increasing technical challenges to exporting food.
The pandemic has elevated these. For example, exports to China
have recently become subject to inspections of packaging in food
shipments for the COVID-19 virus. This has resulted in suspen‐
sions by China of exporters in a number of countries, including
Canada. China has also invited countries to self-delist plants in
which there have been cases of COVID-19 among employees;
however, the process to get re-listed as an exporter to China is not
clear. Delisting by China, under either mechanism, could be an
overwhelming blow for a food processor leveraged into exports.

In the domestic market, food processors face a customer base of
retailers and food service distributors that is highly concentrated.
This, by itself, is a concern as the loss of a single retail account
could be disastrous. Moreover, the supply chain relations between
suppliers and grocery retailers is increasingly seen as fraught in
Canada, with concerns regarding involuntary and arbitrary fees
levied by retailers and processors, and requirements placed on pro‐
cessors that generally increase uncertainty and inefficiency in the
supply chain. This topic occupied considerable discussion at the
most recent federal-provincial agricultural ministers conference.

The process of constantly raising the bar on all aspects of food
quality and safety and on facilitating innovation is in the interest of
all. However, the public process and nature of regulation can under‐

mine this if it is excessively cautious, onerous or creates uncertain‐
ty. Regulations need appropriate analysis, consultation and re‐
sources behind them, and excessive fees for regulatory approval
can form a barrier to new product introductions.

● (1535)

Carbon taxes are recognized as the most efficient instrument for
greenhouse gas mitigation; however, the financial magnitude of
these costs on the food system are sobering. Without some rational‐
ization about how these costs will be shared, the concern exists that
they will end up being allocated by bargaining leverage in supply
chains, with the costs rolling back to the food processing and pri‐
mary production segments.

We are struggling to come to grips with how the economic adver‐
sity in Canada fragments itself across the segments of our society,
but the effects appear worst in the prairie provinces whose
economies are most closely tied to energy. There is a need to re‐
place employment lost and restore economic growth in these
provinces. One avenue for doing so is through agriculture and food,
with food processing investment as a linchpin. My hope is that new
economic development in Canadian food processing can proceed
on the basis of competitiveness and efficiency, but this environment
is ripe for dangerous provincial economic rivalry.

I have some recommendations.

Evidence-based policy development requires quality data. Im‐
proved collection of public statistics that deal with the capital stock
for food processing in Canada, with the resources to analyze the da‐
ta and interpret the results, is necessary.

Many of the challenges that I have identified boil down to ineffi‐
ciencies in food supply chains. Understanding the causes, the costs
of inefficiencies and who is affected can help bring about their res‐
olution and relax barriers to investment in food processing.

Through investments in technology research and development,
Canada can redouble its efforts to facilitate improvements in effi‐
ciency at smaller scales and address some of the issues with work‐
force in food processing.

Ongoing work is required on Canada's approaches to regulation
of the food system and the provision of public resources to support
regulation that is effective for all.
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Export market access, and also access to imports, is fundamen‐
tally in the interest of food processors. Canada needs to continue its
pressure to restore and expand the rules-based trading system.
Equally, Canada should explore approaches to trade in processed
foods that addresses broad priorities, notably climate change and
the facilitation of processed foods featuring a reduced carbon foot‐
print, with protective border measures based on the carbon footprint
of the imports. Indeed, missing this point could lead Canada to
falling behind.

Investments in food processing can be an important generator of
regional economic development and form a portion of the solution
for economic recovery. The federal government has a role to play in
facilitating recovery through food processing investment, but in a
coordinated manner that avoids the pitfalls of provincial rivalry.

Recognizing and addressing our constraints in food processing
are critical in advancing the goals in the Barton report, and more
fundamentally, having Canadian agri-food play the role that it can
in economic development, enhancing food security, and being a re‐
silient food supplier to the world.
● (1540)

The Chair: Thank you, Dr. Mussell. Unfortunately, we have to
cut you off, but there will be a chance to answer some questions.

We'll move to the Agri-food Innovation Council, Mr. Serge Buy,
chief executive officer.

Go ahead for up to seven and a half minutes.
Mr. Serge Buy (Chief Executive Officer, Agri-Food Innova‐

tion Council): Thank you, Mr. Finnigan.

Good afternoon, and thank you for giving the Agri-Food Innova‐
tion Council a chance to provide recommendations as you study
processing capacity in Canada.

The Agri-Food Innovation Council has been in existence since
1920. It is a unifying voice for research and innovation in our coun‐
try. Our members include research centres, university faculties, pro‐
ducer groups, government entities, and large, medium and small
business, all involved in research and innovation on agri-food.

Some of our members are located in your ridings, such as in Mr.
Steinley's riding of Regina—Lewvan, with Protein Industries
Canada and the Farm Credit Corporation, while others have various
connections through agri-food research and innovation, such as the
Agriculture and Agri-Food Canada research centres located in the
ridings of Madam Bessette and Mr. Blois.

The COVID-19 pandemic has resulted in Canadians being con‐
cerned about food safety and security. For some people this was the
first time in their lives that they went to the grocery store and
couldn't find the products they are used to buying. The problems
we are experiencing with processing capacity won't end when the
pandemic ends. We require thoughtful action now.

The Agri-Food Innovation Council would like to offer tangible
recommendations which, in our opinion, are realistic solutions for
some of the ongoing problems. We consulted our membership
when preparing this presentation and making our recommendations,
and we certainly want to thank them for their input.

I also want to take the time to thank the farmers, the workers in
food and beverage manufacturing and processing plants, distribu‐
tors, retailers and those in food services who enabled Canadians to
continue to feed their families even when it meant taking a risk for
themselves.

Let me move forward with our recommendations.

The first recommendation is to ask that the government create a
funding program to facilitate the adoption of automation technolo‐
gy for food and beverage manufacturers as well as processing
plants.

As noted by Food and Beverage Canada and le Conseil de la
transformation alimentaire du Québec in previous submissions to
this committee, automation in food and beverage manufacturing
would help reduce risks for our food systems. Dr. Andrea Brockle‐
bank of the Beef Cattle Research Council, one of our members, al‐
so suggested further adoption of automation for repetitive tasks in
processing plants. Along with increased efficiencies, this would al‐
so reduce risks of worker injury and facilitate the transition of
labour to value-added jobs.

We see the lack of capital as one of the key barriers to the adop‐
tion of new technologies for food and beverage manufacturing. The
government has a role to play. Let's take today's news. The govern‐
ment has announced that it has secured a deal to manufacture vac‐
cines in Canada. It is providing funding for new facilities. That is
fantastic. It shows that the government sees a role in making us
more independent for the supply of vaccines.

We need to be able to replicate that type of support for food and
beverage manufacturing and processing plants. This will strengthen
our food security. The development of a funding program to facili‐
tate the adoption of technology for food manufacturers and process‐
ing plants would go a long way to support companies with the large
capital investments required. Rightfully so, Canadians view food
security as a crucial issue. Increased adoption of automation in food
and beverage manufacturing as well as in processing plants would
help.

Canada is a nation of innovation. However, we have seen an in‐
creasing gap between research and commercialization. Incubators
and accelerators in agri-food, such as Creative Destruction Lab,
Bioenterprise, and the Saskatchewan Food Industry Development
Centre, can provide early-stage companies with guidance, cross-
sectoral connections, mentorship and access to capital and funding.
This leads me to my next point: incubators.

Our second recommendation is that the federal government
should incentivize the expansion of incubators and accelerators to
stimulate entrepreneurship in agri-food.
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Incubators play an important role in bringing together agriculture
research with other key sectors, as Dr. Paul Hoekstra of Grain
Farmers of Ontario noted to AIC. This is why they're important and
the government should play a role in supporting them.

In November and December, AIC held a series of video confer‐
ences on the climate for investment in agri-food research and inno‐
vation. We had a number of presentations from Canadian organiza‐
tions, companies, funders and even international organizations,
which helped provide comparatives for Canada.

The agri-food research and innovation sector is underserved in
terms of private investment.
● (1545)

As Mr. Dave Smardon from Bioenterprise said during our video
conference, trying to help agri-food companies find capital for ac‐
tivities such as piloting demonstrations was currently a significant
challenge. This is partially an issue of perception and limited
knowledge of available opportunities.

Ms. Kelley Fitzpatrick from NutriScience Solutions in Manitoba
said that while government funding is generally effective at funding
research, more could be done to support agri-food ventures looking
to market innovative products and processes.

My final two recommendations further my previous comments.
First is that the government collaborate with industry to actively at‐
tract private investments in agri-food research and innovation by
promoting opportunities, success stories and incentives for invest‐
ments. Next is for the government to expand NRC's IRAP offering
to SMEs looking to commercialize their innovation by making cap‐
ital costs eligible.

In the not-too-distant past, December 2017, in a report on
Canada's economic growth, Dominic Barton highlighted agriculture
as a key growth sector. He was right.

There is no question that this pandemic has had a deep impact on
all of our society. Stemming from that are new challenges for our
economy.

We don't need to see solutions to challenges as being out of
reach. Yes, we need to move quicker and smarter. Yes, we need to
work better together. Our recommendations don't necessarily mean
big programs. They can be implemented and will benefit our coun‐
try. The government, to its credit, has made more regulatory
changes and more developed new programs in the past 10 months
than in the past number of years. When there is a crisis, our society
rises to the challenge.

In this presentation and in the brief that you should have re‐
ceived, I highlighted four recommendations that either require
some investments but would support economic growth for the re‐
covery or have little cost for the government.

We would be pleased to see this committee adopt all or even
some of our recommendations as its own and would also want to
work with the government on their implementation.

Thank you.
The Chair: Thank you, Mr. Buy.

Now we'll go to our question round for six minutes.

We'll start with Mr. Epp for six minutes.

Mr. Dave Epp (Chatham-Kent—Leamington, CPC): Thank
you, Mr. Chair.

Let me begin by saying thank you for excellent testimony from
both of the witnesses.

I'm going to begin by directing some questions to Dr. Mussell.

Al, it's good to see you again. Your words that we've often shared
in conversations, “Dave, the market is always right, even when you
think it's wrong,” ring in my head. Here we are trying to enhance
the market for processing capacity in Canada. You've given us a lot
to unpack.

I had a question prepared around the location specifically of meat
slaughtering capacity and the trade-off between economies of scale
and nearness to supply or nearness to market. I'm going to expand
that because you touched on exactly that but introduced another
factor, which was access to labour.

How does access to temporary foreign workers feed into that ma‐
trix of economies of scale, access to market or to supply and access
to labour? Can you comment further on that?

Dr. Al Mussell: It's a bit of a complicated topic, Dave, but thank
you for the question.

Based on pure economics and looking at sort of our mid-term
history, it's expensive to transport livestock. You tend to want to lo‐
cate livestock processing facilities in areas where you have produc‐
tion of livestock as opposed to in big cities.

Over time, that reality is still there, but if you're going to have a
plant that might employ 1,000 or 1,200 people, employers have to
think increasingly where exactly those people are going to come
from. Some of the food processing facilities that I'm familiar with,
mostly in Ontario, get very innovative. They'll coordinate trans‐
portation for employees to get to the plants from urban locations.
Increasingly, they are locating right in urban locations. In other
words, they'll take on the diseconomies of transporting the live‐
stock in this case, or the farm product more generally, to the plant
to take advantage of the economies of having the workforce there.

● (1550)

Mr. Dave Epp: Thank you. I have lots I want to get to.

You talked about the need for more independent third party data
so that we could make good decisions. You referenced StatsCan.
What would be a mechanism to get that data? Are you talking about
compelling disclosure? How do we find that balance?
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Dr. Al Mussell: Maybe what I can say about it is this, Dave.
This information was collected previously. Back in 2013 or in
around that period, there were quite a number of datasets being col‐
lected that were agricultural statistics. That data collection from
Statistics Canada ended.

To be fair, I would want to leave it to Statistics Canada to ask
them how they collected the data previously. One would hope that
they continue to do that again.

Mr. Dave Epp: You've mentioned the carbon tax and its cascad‐
ing effect or tendency to be borne by the lower ends of the value
chain.

Do you have any mechanisms in mind? Are we talking about just
straight exemptions at the lower end to drive that or share that cost?
What would be some policy mechanisms?

Dr. Al Mussell: In order to be fair, Dave, I think we need to
learn a little more about it.

There's some worry that, with carbon taxes coming, you have
food packaging, you have the production of the farm product itself,
and you have all the transportation and the transformation process‐
es in between. That could be a large burden.

However, if we look at, as I made reference to, the bargaining re‐
lations in our food supply chains, the retail segment has been pretty
successful in basically pushing that back to the processing and farm
level. To some extent, we have regulated marketing in farm prod‐
ucts to deal with issues like that.

I worry that the allocation of the carbon tax could follow that
same pattern. It could end up residing with the farmer and the pro‐
cessor and not be distributed equitably.

Mr. Dave Epp: You touched on the retailer concentration or the
retailer power. From your independent viewpoint, can you make a
quick comment on the code of conduct as a policy mechanism to
address that?

Dr. Al Mussell: It's a real concern. Other countries have taken it
on as well.

Perhaps the best way to look at it is as an issue of inefficiencies,
what types of inefficiencies create some of the demands on behalf
of retailers, and what are some of the demands on behalf of the re‐
tail segment from processors that create inefficiencies themselves.
Perhaps that should be our best lens in terms of how to attack it.

Mr. Dave Epp: If China is not willing to go down a rules-based
world trading order, where should Canada focus? So many of our
sectors are export focused.

Dr. Al Mussell: I think we've already started the process of
working with allies to take on, actually, issues specifically like the
COVID-19 swabs on food packaging. My understanding is that
Canada has had discussions with Australia, New Zealand, the U.S.,
probably the EU, and maybe some others, to have a united front on
this. This is disguised protection and we can't tolerate it.

Mr. Dave Epp: Thanks.

Let me go to regulation for a bit. You talk about regulatory re‐
form. Other witnesses have talked about the two-edged sword,
where particularly in regard to our food safety, the regulations give

us a positive international brand, yet there's a cost to regulation
borne by industry.

When you look at regulations, what's the yardstick or the exter‐
nal standard you bring in to bring some values around that?

Dr. Al Mussell: It's a tough question to tackle, because you're re‐
ally trying to hit a knife edge with regulation. It's not in anybody's
interest to have no regulation. That's part of the credibility of the
Canadian product—

The Chair: Thank you, Dr. Mussell. I'm sorry, but we're out of
time.

We'll move to our next questioner.

[Translation]

Mr. Drouin, the floor is yours for six minutes.

[English]

Mr. Francis Drouin (Glengarry—Prescott—Russell, Lib.):
Thank you, Mr. Chair, and thank you to Mr. Mussell, and to my es‐
teemed constituent Monsieur Buy, if he still lives out in North
Glengarry.

Monsieur Buy, it's great to see you. I will get to you. I know you
have some members in Mr. Steinley's and Madam Bessette's rid‐
ings, but I have the best CEO up here, so there you go.

Mr. Mussell, in terms of the data, you've mentioned the fact that
Statistics Canada is no longer keeping track. How are you finding
that particular data now? Are you relying on industry surveys, es‐
sentially?

Dr. Al Mussell: The short answer is that the data doesn't exist.
We go back to the survey of manufacturing and logging, which
gives us information on the earnings of food processing companies
and things like their GDP contribution and some of their major ex‐
pense items. However, in terms of the capital side, the capital stock
that we have and depreciation, and how we relate productivity back
to investment in food processing, we don't have that information
anymore.

● (1555)

Mr. Francis Drouin: You've mentioned access to working capi‐
tal or to HR. I think it's great that you're mentioning that. I'd be cu‐
rious to know whether you have found through your studies in oth‐
er countries that they have filled that gap through automation. Then
I will ask Monsieur Buy that same question.

Have you found that automation can fulfill an HR gap in some
areas for food processing?

Dr. Al Mussell: Maybe I'll say it this way: In my limited study,
one example you can look at is Denmark. Denmark has done a very
effective job of this. Really, part of that is some of their own techni‐
cal capability.
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Also, the job here is to take individual positions in a plant that
historically have been relatively low-level labour jobs and to in‐
crease the value of those positions through automation. If we're go‐
ing to have more of a professional workforce in Canada, which our
trends suggest we will, we want to be able to attract those people
into food processing.

Mr. Francis Drouin: Great. Thank you.
[Translation]

Mr. Buy, thank you for being with us today.

I noted that one of your recommendations was to create a pro‐
gram to facilitate the use of automation technologies. In this regard,
did you feel that Innovation, Science and Economic Development
Canada was putting up barriers? We are often asked how many jobs
will be created before being given access to such a program. Have
you noticed this in the field or heard it from your members?

Mr. Serge Buy: Thank you for your question.

Indeed, we heard from our members that there was a problem.
Often, access to funding programs requires job creation. But when
we talk about automation, we are not really talking about job cre‐
ation initially, but probably about new training and changes in du‐
ties. It is obvious that automation will make some jobs disappear,
which will create a barrier to capital access through financing pro‐
grams. So this is a problem. In addition, many federal government
programs, such as the NRC's Industrial Research Assistance Pro‐
gram, limit access to capital [Editor's Note: Technical Difficulty].

Mr. Francis Drouin: In another of your recommendations, you
call on the government to work with the private sector to create
marketing opportunities and investment incentives. We often hear
that there are more venture capitalists in the U.S. than in Canada
and that it's easier to raise capital in the U.S., regardless of the sec‐
tor.

Do you believe that Canada would be better positioned strategi‐
cally if it were in a position to seek such investments?

In terms of incentives, I know that we have increased the capital
cost allowance to promote more investments in equipment.

What other incentives could we present to stimulate these private
investments?

Mr. Serge Buy: It is obvious that our neighbour to the south pos‐
es a problem for us when it comes to investments. We could give
you many examples where fantastic research and innovations have
been done in Canada, but commercialized in the United States, be‐
cause that's where the money is.

It is therefore obvious that we need to do better. It is taxation and
investment promotion policies that will enable us to do better. To
this end, the government could also put in place targeted policies.
At conferences with our members, we heard many examples of pro‐
grams that could be put in place by the government to attract in‐
vestments on this side.

Mr. Francis Drouin: Thank you very much.

I think I only have 10 seconds left, so I'll stop here.
The Chair: Thank you, Mr. Drouin and Mr. Buy.

Mr. Perron, you have the floor for six minutes.

● (1600)

Mr. Yves Perron (Berthier—Maskinongé, BQ): Thank you
very much, Mr. Chair.

Thank you to the witnesses for being with us today.

Mr. Buy, I thought you were on an interesting track when you
mentioned that you had heard relevant examples of potential pro‐
grams. Could you give us some examples?

Mr. Serge Buy: Indeed, the government could certainly put in
place certain measures. For example, the issue of taxation is impor‐
tant. We have heard several comments in this regard. Tax rebates
and investments for research should also be easier to obtain than at
present. Canada's Scientific Research and Experimental Develop‐
ment Program should be reviewed and redefined. There should also
be more openings for venture capital funds, as we have lost a lot of
these types of investment funds. In Canada, they have been re‐
placed by angel investors. We would like the government to pay
more attention to that, by promoting those kinds of investments and
the industry as well.

Our neighbours to the south have understood that the agro-food
sector is a promising sector for the future. We seem to have picked
up on that a little bit on the Canadian side in 2018, after the Barton
Report of 2017, but we still have a long way to go.

Mr. Yves Perron: You mention that our neighbours to the south
have understood the advantage of this sector, but we obviously
don't have the same financial means, among others when it comes
to direct subsidies.

How could we compensate for this missing contribution? I am
thinking of the agri-food industry, but also of our agricultural pro‐
ducers.

Mr. Serge Buy: We don't have the same means as the United
States, but we still have means proportional to the size of our coun‐
try. We can't always look on the other side and tell ourselves that
we can't do anything like them because they are much bigger than
we are. We can do things. We can be proud of our future and put in
place programs [Editor's Note: Technical Difficulty] that would
make it easier for us to invest on this side.

So I think there are things we can do. I have listed some of them.
In the report that we sent to you before this presentation, we men‐
tion some things that would not cost a lot of money and would al‐
ready have some appeal.

When investors look at Canada, they look at natural resources.
They don't look at agriculture and agri-food. Maybe the Canadian
government should do more promotion on this side. These are ideas
that we have listed and that don't cost much.
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Mr. Yves Perron: So there is an idea of promotion. You have
some nice answers, Mr. Buy. I like them.

You mentioned research and development. On more than one oc‐
casion, people from universities who testified before the committee
have mentioned that the facilities are often outdated.

Wouldn't there be a massive investment to be made on this side
as well?

Mr. Serge Buy: Obviously, there are investments to be made in
infrastructure. This is sort of what we are proposing when we talk
about broadening the financing with regard to capital investment.
This must be done on the side of universities, but it must also be
done a great deal on the side of small and medium-sized enterprises
and development centres. So it must involve not only the university
sector, but several other sectors as well.

Mr. Yves Perron: That’s why you propose the idea of tax credits
for innovative companies, isn’t it?

Mr. Serge Buy: Yes, the only thing I want to mention is that
Canada often tends to give tax credits, but we also need direct fund‐
ing. Many of these companies are going to have a hard time putting
money on the table for construction. The government needs to find
partnerships with them.

I gave the example of what has just been announced today for
vaccines. It is obvious that this is being done in other sectors, for
example in the field of transport infrastructure and other areas of
infrastructure. But it’s not being done in the agri-food industry, and
I think we need to change our approach.
● (1605)

Mr. Yves Perron: All right, thank you very much.

Dr. Mussell, you spoke of an imbalance of market forces be‐
tween retailers on the one hand, and producers and suppliers on the
other, as well as unhealthy relationships. You used a sentence that I
liked anyway: nobody benefits if there is no regulation.

In your opinion, the committee that has been set up by the minis‐
ters of Agriculture should produce a formal code of conduct based
on the model of countries that have done so before us. Is that cor‐
rect?
[English]

Dr. Al Mussell: I understand there are some elements of industry
that are working on a code of conduct and I'm not sure how that's
going to work. That could be a very positive development. There
are a number, as I mentioned, of what I'll call procurement tactics
that our retailers use that processors simply have to be able to live
with. That comes from an imbalance in market power, but I tend to
want to focus this, I think, to be more productive on the matter as
an issue of inefficiencies.

The Chair: Thank you, Dr. Mussell. Unfortunately, I have to
change questioners.

Mr. MacGregor, you have six minutes.
Mr. Alistair MacGregor (Cowichan—Malahat—Langford,

NDP): Thank you, Mr. Chair, and thank you to both of our witness‐
es for their very informative testimony and also the responses
they've given to questions so far.

Monsieur Buy, I'll start with you.

In your brief to our committee, you made mention of a few of the
incubators and accelerators. One of those, the Saskatchewan Food
Industry Development Centre, is a facility that our committee actu‐
ally got to have a tour of in the previous Parliament. Those of us
who were there were quite impressed with what it was able to do to
really help young entrepreneurs bring their ideas to fruition. We got
to sample some of the products that it made.

You've spoken a lot about what we need to do to attract invest‐
ment. Can you talk a bit more about some of the success stories that
we as a committee could make mention of when we're making our
recommendations to the government? Could you expand a bit more
on that?

Mr. Serge Buy: We can certainly provide you a number of suc‐
cess stories for those products and those centres. I don't have suc‐
cess stories at the tips of my fingers here, but I—

Mr. Alistair MacGregor: Is there a common weave through
those success stories that we could briefly allude to in our commit‐
tee report?

I'm not sure if we have Mr. Buy on, Mr. Chair.
[Translation]

The Chair: Mr. Buy, can you hear us?
[English]

Could the clerk verify if we lost Mr. Buy?

It looks like his screen is frozen. There were a few glitches earli‐
er on with him.

Mr. Francis Drouin: We need more investments in rural broad‐
band.

Mr. Dave Epp: Rural Internet. Exactly. That's what I was going
to say.

The Chair: That's another study for another day.

Maybe we can pause for a second so they can check if they can
retrieve Mr. Buy.

Mr. Alistair MacGregor: The irony is that was one of the rec‐
ommendations in their brief to our committee.

The Clerk of the Committee (Ms. Alexie Labelle): I think he
left this webinar. Probably he is going to come right back.

The Chair: Is he going to come back?

Mr. MacGregor, were there questions for our other witness also,
or do you want to wait?

Mr. Alistair MacGregor: Sure.

Dr. Mussell, did you have any thoughts on the question I was
asking Mr. Buy about success stories?

The Clerk: He's back.
Mr. Alistair MacGregor: Are you able to hear us?
Mr. Serge Buy: I'm back. I live in Mr. Drouin's riding. He's go‐

ing to have to work on getting us better Internet in Alexandria.
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Mr. Alistair MacGregor: The question I was asking you is,
apart from any specific success stories, is there a common thread
that weaves through them that you can allude to for our committee
to examine when we make our recommendations to the govern‐
ment?

Mr. Serge Buy: Yes, absolutely.

I think the common thread is the fact that a lot of those compa‐
nies are not having their own the capacity to do this. Therefore, the
joining of efforts, the ability to benefit from this incubator type, has
enabled them to move forward.

In the stories we are going to assemble for you, you are going to
see through those three organizations that are mentioned and others
the fact that it is the same story on a regular basis. We are hearing
regularly that they need to pool their resources, that they need to
get some support initially and move forward.
● (1610)

Mr. Alistair MacGregor: Mr. Buy, can you also for the commit‐
tee's benefit talk about the relationship between local processing ca‐
pacity and our primary producers and just how important that rela‐
tionship is?

I know when I talk to farmers in my riding of Cowichan—Mala‐
hat—Langford, if they had that ability to add value to their prod‐
ucts, maybe it would encourage them to expand their operations. It
might actually encourage more people to get into the farming busi‐
ness.

If you could expand a bit more on that for our committee's bene‐
fit, that would be great.

Mr. Serge Buy: I think you have touched on an interesting point.
There needs to be a bit more of the link between the farmers and
ranchers and the processing side. There needs to even be a better
link between the processing side and the value-added side.

We are seeing the same thing where some farmers are looking at
processing plants and wanting to get a stake in there, or wanting to
better see their products moving and getting some more benefit out
of that as well.

There needs to be a better correlation of the effort between the
producers and the processing plants, and then the value-added pro‐
cess as well. We've noticed that a number of times in various con‐
sultations that we did.

Mr. Alistair MacGregor: Thank you.

Mr. Chair, could I have a time check?
The Chair: You have about one minute and 30 seconds.
Mr. Alistair MacGregor: Thank you.
The Chair: We cut the time out as much as we could so it should

be good.
Mr. Alistair MacGregor: No worries.

Maybe I will get both of our witnesses to comment. You both re‐
ferred to the fact that we need to engage in this process of automa‐
tion.

Maybe I will start with you, Dr. Mussell.

What can the federal government be doing about encouraging the
education of our homegrown talent to help foster that automation?
What more could we actively be doing in seeking recruits from
abroad?

Dr. Al Mussell: The difficulty we have is that we're short people
who want to work in food processing and who want to work in
agriculture. As I said, the trend is more people wanting to pursue
professional careers. I think our challenge is to increase the value of
people's jobs so that some of those people who are pursuing a pro‐
fessional career want to come and work in agriculture and food and
in food processing. The way you do that is to make the jobs more
technically challenging. You change the workplace environment
and make it more amenable to a professional workplace.

I think there's reason to believe that we can do that pretty well.
You can look at the bases we have in parts of the country, certainly.
For example, in southern Ontario in automotive, there is a lot of en‐
gineering expertise there and a lot of electronics, AI, etc. All of
these things can be deployed into this area.

The Chair: Thank you, Dr. Mussell and Mr. MacGregor.

Now we will go to our five-minute round.

Mr. Steinley, go ahead, please.
Mr. Warren Steinley (Regina—Lewvan, CPC): Thank you

very much, Mr. Chair.

It's a pleasure to have these two witnesses before us today.

Serge, thank you very much for mentioning FCC and PIC, Pro‐
tein Industries Canada, which we have right here in Regina. I also
grew up near southwest Saskatchewan, and have family who
worked at the Canadian agriculture research station in Swift Cur‐
rent. There is a lot of great things going on.

Dr. Mussell, thank you very much for your testimony.

My first question is for you, Serge.

What are some of the reasons that Canadian agriculture business‐
es and manufacturers are facing liquidity issues? We heard it from a
couple of the witnesses, especially from Qu'Appelle Beef and Jason
Aitken. In terms of meat processing plants, they face a big liquidity
issue. They have to ramp up and have a lot of product on hand, but
then when they send that out, sometimes it takes a while to get paid
for the products they're delivering. If they have to wait for those
paycheques, they're really having an issue bridging that gap. How
do we fix that?

Second, do you know if their counterparts in the United States
are facing that same issue?
● (1615)

Mr. Serge Buy: That's a very good question. Part of my presen‐
tation that I wanted to make today included a note on the whole
food system. We're talking about processing today, so I removed it,
because I didn't want to go through the whole food system. Howev‐
er, the fact of the matter is that we need to look at the whole food
system. The whole food system is what Mr. MacGregor men‐
tioned—from the producer to the consumer, the whole.... Even the
waste coming out of the food, we need to look at that. We need to
look at how things are going.
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Indeed what you're seeing with your distributors, Mr. Steinley, is
that their payment methods are creating a liquidity issue for pro‐
cessing plants. We know that it is partially the same in some cases
in the U.S. There are some other elements as well. There is more
capacity for financing as well over there for short-term debt on oc‐
casion. That may be part of the solution. We know it is an issue.

The government can look at regulations as well. Is it normal for
people to pay 90 days, or six months on occasion, as we've seen be‐
fore, for products that they received? Probably not.

Mr. Warren Steinley: Thank you very much.

Dr. Mussell, I'd like to get your opinion on that. Is that something
that government needs to be directly involved in, on the financial
monetary side? Or are there ways they can fix regulations and help
those businesses attract private investment and could create an at‐
mosphere where we have more private capital coming in? Govern‐
ment wouldn't necessarily have to put the money into the financing.
It could create a more competitive and attractive atmosphere for
these processing facilities.

Dr. Al Mussell: I think what you're primarily making reference
to is working capital. The reason you need more working capital is
that in a relatively short period of time, the environment has gotten
more risky. That's the way you deal with that. You just add more
cash in the system.

Now, there are a few things we can do here. Some of the risk
comes from trade. It's product that we're exporting, that we think
we're going to get paid for, that we think is going to be accepted by
the customer, and then for whatever reason it's not. Government
can take action on that and make sure that our trade agreements are
complied with and we don't have frivolous and disguised protec‐
tionist actions taken against us. That decreases some of the risk.

The other aspect, of course, is what we were discussing a mo‐
ment ago, which is retail relations. I think you or maybe Mr. Buy
said that if it's taking 90 days for people to pay, or they pay when
they want to because they can get away with it due to the leverage
they have in the supply chain, that's incorrect. That needs to be cor‐
rected. Government can use some of its influence to do that.

Mr. Warren Steinley: Thank you very much.

This is going to be quick.

I'd be very sad if I couldn't mention PIC, so Mr. Buy, could you
give a couple of examples, in 30 seconds or less, of ways in which
the protein industry in Canada has had a few successes here in
Regina?

Mr. Serge Buy: Thirty seconds to go through all the examples
with PIC would not be enough. I think you heard from PIC at the
committee not long ago. I don't want to be accused of being their
cheerleader, but they have done a great job and keep doing a great
job. I am a fan. They certainly have done well.

I think the main issue, Mr. Steinley, is what's next for PIC. We
think that the quicker the government can talk about the future and
about future funding for an organization such as PIC, and extend
the program to other—

The Chair: Thank you, Mr. Buy. Thank you, Mr. Steinley.

Now we go to Mr. Louis for five minutes.

Mr. Tim Louis (Kitchener—Conestoga, Lib.): Thank you,
Chair. Thank you to both witnesses for being here. This is extreme‐
ly informative, and I very much appreciate it.

Dr. Mussell, I would start talking to you because, well, I'm down
the road. You're in Guelph and I'm in Kitchener—Conestoga.

Monsieur Buy mentioned that many of the success stories are
supported businesses. Mr. MacGregor rightly brought up the idea
that young entrepreneurs should be an important part.

You also talked about our being short of labour, yet whether in
Guelph or in Waterloo region, with the two universities and the
community college, which also has a program for processing capac‐
ity, there's a quite skilled labour force.

Can you expand on your mention of how we can make jobs more
technically challenging, or how we can support our young en‐
trepreneurs and the next generation of processing workers and then
agriculture sector workers?

● (1620)

Dr. Al Mussell: Sure. We have capability around artificial intel‐
ligence, automotive engineering, chemical engineering, chemistry
and other aspects of excellence. I don't think we've particularly
been effective in deploying that capability in thinking about how
we turn a $20-an-hour job into a position that perhaps could
pay $70,000 or $80,000 a year and really be a professional occupa‐
tion for somebody.

I'm not sure this is an issue of turning out people with undergrad‐
uate educations from universities as much as it could be a commu‐
nity college thing. It's almost more of a sub-engineering field.

Mr. Tim Louis: It could also be that these are the people who
are designing the software, designing the programs that could very
well do that.

Your mandate was very interesting reading. You talked about
making processing more competitive, more sustainable and more
profitable. So many times we hear words like that, “sustainable”
versus “profitable”, as diametrically opposed words. You're saying
that you're working with companies, that you can make them com‐
petitive and make them profitable while still being sustainable.

Can you tell me some of the ways in which you can help strike
that balance so that we can use it in our processing?

Dr. Al Mussell: Well, I think it builds on your last question.

One thing that Canada brings to the table is the natural resource
base we have. It's a sustainable resource base. It's resilient. It's
highly regarded internationally. Of course, it's totally out of scope
relative to the domestic population, the people we have to feed.

That makes Canadian agri-food, I think, a fundamentally attrac‐
tive proposition. I don't agree with the idea that we have to some‐
how trade off sustainability with profitability. I think the two sup‐
port each other. We want to foster that support.
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Mr. Tim Louis: Okay, thank you.

I would like to also speak to Monsieur Buy.

You mentioned that in Canada we have a small market with a
large geography. You also mentioned that we are fragmented
provincially. Can you talk a little about the interprovincial trade
barriers that are created by these regulations and how they can af‐
fect—we've heard from time to time from witnesses that they can
affect—transportation and processing as well?

Mr. Serge Buy: On the internal trade barriers, this is well
known. There are major issues that Canada needs to deal with. The
agreement on internal trade was a first step. It is frustrating for peo‐
ple not to be able to move products as easily as they should. Trans‐
portation is an issue in the country, the grain having to travel across
the country, etc., and various elements that get in there are also a
problem.

In terms of internal trade, we are facing challenges. Canada, the
federal government, has a key role to try to work on the leadership
and work with the provinces. I mentioned incubators and the cre‐
ation of more support for them. I also don't think we need an incu‐
bator for everything in every province, and that's a key issue in our
country where one province has something and we absolutely have
to have it in [Technical difficulty—Editor].

If I look at examples in France and Germany, on occasion, they
have one development centre for one product nationally. In Canada,
we often have to have 10 plus three territories, which means we
have 10 weak ones.
[Translation]

The Chair: Thank you, Mr. Buy.
[English]

Thank you, Mr. Louis.
[Translation]

Mr. Perron, you have the floor for two and a half minutes.
Mr. Yves Perron: Thank you, Mr. Chair.

Dr. Mussell, earlier you mentioned the need for a code of con‐
duct. There seems to be unanimous agreement on that.

Are there other things the government could do, in addition to
this code of conduct, to address this imbalance or to help the mar‐
ket better regulate itself?
● (1625)

The Chair: Have we lost Mr. Buy again?
Mr. Yves Perron: My question is for Dr. Mussell.

[English]
Dr. Al Mussell: Yes, I think I got the question.

One thing we can do is this. If we map our supply chains better
and really develop an understanding of where the bottlenecks and
inefficiencies are in them, I'm pretty confident that people can work
together, maybe with some support from government and in some
cases some regulatory authority used by government, whatever
means, to work those inefficiencies out.

Some of these, I believe, are manifested by demands that retail
customers put on.

[Translation]

Mr. Yves Perron: With regard to the carbon tax or other pro‐
cesses in the country, you mentioned your concern that it is the pro‐
ducer at the grassroots level who absorbs the cost, rather than the
other levels. Is there anything we can do about that?

In the same statement, you mentioned the importance of protect‐
ing borders and calculating the carbon footprint. This is a good way
forward, which touches on the reciprocity of standards. I would like
to hear what you have to say about this.

[English]

Dr. Al Mussell: The worry on the carbon tax, of course, is if it's
shared based on the same way that bargaining relations are in sup‐
ply chains feeding into retail, then this will just get pushed back
and back. The processor will bear some. Then they will try to take
it from the producer, and then ultimately it all rests with the produc‐
er. That's not a situation that we should be comfortable with. We're
going to have to find a way to equitably share those costs. The first
thing is going to be to map the costs out and understand where they
are, and then come to arrangements that they're shared equitably.

With regard to border taxes, my thinking has changed on this
quite significantly. With regard to carbon, Canada has something to
offer. Agriculture can be a big solution to some of our carbon chal‐
lenges, but if we take on additional costs to meet that mandate, then
we need border taxes that are going to protect us so we're not un‐
dercut from imports.

The Chair: Thank you, Dr. Mussell.

We'll now go to Mr. MacGregor for two and a half minutes.

Mr. Alistair MacGregor: Mr. Buy, I have two questions for
you.

I think you were cut off before you were going to respond to my
earlier one. It was on the training aspect with regard to automation.

Was there anything you wanted to add?

Mr. Serge Buy: I think we have several programs in universities
and community colleges on automation that are doing a great job
on this. I think we have to look at the success stories and move for‐
ward.

One key thing is also putting entrepreneurship in our training.
One of the problems that we're seeing is people are having great
ideas, great projects, and they're not able to bring them to fruition
because they lack the knowledge. We need to do a little bit better
on this.
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Mr. Alistair MacGregor: When you look at the motion that's
guiding our study, our primary objective in this study is to ensure
the stability and renewal of the value chain, but one of the other
parts of our study refers to also supporting the goal of increasing
local capacity to protect food security. You made mention of that in
your opening statement.

Can you add anything to cover that particular aspect of our com‐
mittee study?

Mr. Serge Buy: Absolutely.

Two of the recommendations deal specifically with this increas‐
ing access to capital for local processing plants and manufacturing
plants.

We need to look at the local aspect of this. I don't have the fund‐
ing to support their activities on that front. The major international
companies do and can make the investment, but the small and
medium-sized enterprises don't. The government needs to support
them on that. The government also should be able and should want
to promote the investments in those facilities.

Those are two things that I think could help on this, and the NRC
IRAP as well, which mainly deals with small and medium-sized
businesses. The recommendation to enable capital funding within
that program should be able to help as well.

Mr. Alistair MacGregor: That's great. Thank you so much.

That will be it for me, Mr. Chair.
The Chair: Thank you, Mr. MacGregor.

This brings our first hour to an end.

I want to thank our panel, Dr. Mussell and Monsieur Serge Buy,
chief executive officer at Agri-Food Innovation.

We'll break for a few minutes to change the panel.
● (1630)

_____________________(Pause)_____________________

● (1635)

[Translation]
The Chair: Welcome to our second panel.

[English]

For our second panel we have, from the Beef Farmers of Ontario,
Mr. Rob Lipsett, president, and Mr. Richard Horne, executive direc‐
tor.

Welcome, Mr. Lipsett and Mr. Horne.

From the Dairy Processors Association of Canada, we have
Michael Barrett, chair, and Mathieu Frigon, president and chief ex‐
ecutive officer.

Welcome, Mr. Barrett and Mr. Frigon.

We'll start with the Beef Farmers of Ontario.

You have seven and a half minutes between the two of you. You
can share that however you like.

Mr. Rob Lipsett (President, Beef Farmers of Ontario): Thank
you.

Good afternoon. My name is Rob Lipsett and I'm a beef producer
from Grey County, Ontario. I'm the president of the Beef Farmers
of Ontario. Joining me today is BFO's executive director, Richard
Horne. Thank you for the opportunity to appear before you today.

While the COVID-19 pandemic has heightened the focus on pro‐
cessing capacity, the beef sector across eastern Canada has had to
contend with capacity challenges for some time due to a variety of
factors that have led to periodic supply bottlenecks, significant neg‐
ative pressure on farm gate prices and lost market opportunities.

Over the last five years, federally inspected processing utilization
in eastern Canada increased from 71% in 2015 to 100% in 2020. In
addition, Ontario provincial processing numbers are up approxi‐
mately 20% over 2019 and the five-year averages. Some beef farm‐
ers must wait four to six months, and in many cases up to one year,
to have their cattle processed at provincial facilities. CanFax esti‐
mates that shortages in beef processing capacity equated to $129
million in lost revenue in 2020 for farmers in eastern Canada.

To enhance processing capacity, we recommend four key areas
of focus. They are strategic investment in the sector, addressing
labour shortages, addressing regulatory differences between Canada
and the U.S., and creating permanent tools to help mitigate process‐
ing disruptions.

First and foremost, continued government investment in the sec‐
tor is needed. We need to simplify programming and ensure fund‐
ing windows have enough runway to allow facilities sufficient time
to plan and execute. Focus programs on outcomes and stop limiting
what and how businesses can invest in capacity growth. Funding
priorities should be placed on projects with the greatest ability to
expand production capacity. A combination of cost-share funding,
no-interest loans and non-repayable loans should be offered to as‐
sist with capital investments to spur production and improve effi‐
ciencies.

Between 2008 and 2017, Canada's agricultural exports grew
three times faster than the Canadian average. Last year, Canadian
beef exports grew 17% and opportunity for further growth remains.
The sector's ability to maintain jobs through COVID-19 makes
agriculture a priority for economic recovery. To capitalize on export
opportunities, we recommend creating an industry export develop‐
ment fund to assist export diversification efforts and address trade
barriers. For example, the fund could enable processors to apply for
matching funding that would support enhanced capabilities to seg‐
regate eligible product, support modifications to food safety inter‐
ventions to meet country-specific requirements or make strategic
investments that spur growth and improve efficiencies.
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Access to labour is another issue of concern. A study was done
by Food Processing Skills Canada indicating that the meat sector
had a job vacancy rate of about 13%, compared to other food com‐
panies that averaged 2% to 4%. In Ontario, this equates to approxi‐
mately 2,400 vacant positions and $1.2 billion in lost productivity.
A domestic strategy to attract, train and retain the workers by pro‐
viding investments and supports in training and education is need‐
ed. A refocus of foreign worker programs into permanent programs
is also needed. The agri-food labour pilot was a good first step, but
we need to be doing more. There are dozens of countries with am‐
ple supplies of workers willing to come here and fill the jobs. Path‐
ways need to be created to facilitate this.

I'll now turn it over to Mr. Horne to complete our presentation.
● (1640)

Mr. Richard Horne (Executive Director, Beef Farmers of On‐
tario): Good afternoon. Thank you, Rob, and thank you, Mr. Chair.

Another issue we wanted to touch on today that is contributing to
processing capacity challenges stems from an ongoing trade issue
with South Korea, which is having a negative impact on American
packer interest in buying Canadian cattle. South Korea requires
shipments from Canada be halted if there's another case of BSE
found in Canada. Because the U.S. does not have this requirement,
processors in the United States that would otherwise compete for
our cattle here in Canada are hesitant to do so as they must segre‐
gate those animals and then process them during dedicated shifts.
This is a cost that most U.S. plants are not willing to incur.

Canadian lawmakers need to push for a resolution with South
Korea to have this requirement removed. While our preference is
always to have Canadian cattle processed domestically, the issue
with South Korea has reduced the availability of processing space
and competition for our cattle.

We also need immediate revisions to Canada's specified risk ma‐
terials removal requirements, also known as SRM. It's a relic from
the BSE days. Canada's requirements have created a significantly
unlevel playing field between us and the Americans for our produc‐
ers and processors that is no longer supported by science. The cur‐
rent cost discrepancy between the two countries is significant. On
average, Canadian processors remove about 58 kilos of SRM on
animals over 30 months of age, whereas the U.S. removes approxi‐
mately 900 grams.

The Canadian Meat Council estimates that this costs our sector
over $30 million a year in lost value, and there are also other asso‐
ciated costs on other classes of animals that we market here at
home. Meat that is lost in the removal of the spinal column in ani‐
mals over 30 months of age in Canada can be harvested in the Unit‐
ed States and then sold back to consumers in Canada, which adds to
the disparity and lack of fairness between the two systems on top of
the cost.

While we're pleased to see that discussions with CFIA to address
this disparity have begun, the goal needs to be to fully align our
SRM rules with the U.S. as soon as possible. This will have imme‐
diate benefits to the Canadian sector.

Last, I want to emphasize the need for continued access to set-
aside programs, similar to the ones that were implemented this year

under the AgriRecovery framework, in response to COVID-19.
These programs help farmers manage supply bottlenecks caused by
processing disruptions. If we need this tool again, we need to make
sure that it can be quickly accessed this year. When the Guelph
Cargill facility closed over Christmas, for example, due to
COVID-19 challenges, we were able to quickly trigger that pro‐
gram, which was great to see.

This type of program should become a permanent tool to help
mitigate disasters and reduce processing availability. Things like
floods, fires, human or animal disease outbreaks and labour force
stoppages could be better managed if we had access to this tool on
a more permanent basis.

That concludes our recommendations. Thank you.

● (1645)

The Chair: Thank you, Mr. Horne. You're right on time.

Now we"ll go to the Dairy Processors Association.

You have seven and a half minutes. You can split your time if
you wish.

Mr. Michael Barrett (Chair, Dairy Processors Association of
Canada): Thank you.

Good afternoon, Mr. Chair and members of the committee.

Thank you for the invitation today to discuss dairy processors'
views on our country's food processing capacity.

I'm the board chair of the Dairy Processors Association of
Canada, as well as the president and CEO of Gay Lea Foods Co-
operative. With me today is Mathieu Frigon, president and CEO of
the Dairy Processors Association of Canada.

Dairy processing is the second-largest food processing industry
in Canada. It contributes more than $18 billion annually to the
country's GDP, supports the milk production of over 10,000 Cana‐
dian dairy farms and employs almost 25,000 Canadians in 471 fa‐
cilities across this country.

For dairy processors there are two key areas where improve‐
ments could support renewal of Canada's dairy processing industry
to restore investments and spur growth. The first is addressing the
impacts of dairy market access granted under CETA, CPTPP and
CUSMA through the development of a dairy processor compensa‐
tion program. The second is addressing the unfair treatment of sup‐
pliers by Canada's largest grocery retailers through the creation of a
grocery code of conduct.
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As we have previously discussed with this committee, the dairy
market access granted by trade agreements like CETA, CPTPP and
CUSMA has created a climate of uncertainty, which has disincen‐
tivized investment and innovation in Canada's dairy processing ca‐
pacity. At full implementation, access granted under these agree‐
ments will represent about 10% of the Canadian market or
about $300 million in annual losses to net margin. This is the
equivalent to Canada losing 15 to 20 medium-sized cheese makers.
In addition, CUSMA will restrict our exports of certain dairy ingre‐
dients. Since the conclusion of CETA negotiations in 2013, dairy
processing is the only food processing industry exhibiting negative
GDP growth among the top 10 food processing industries on which
data is collected by Statistics Canada, and trade agreements have a
lot to do with that.

The Canadian government has made repeated promises of full
and fair compensation for supply-managed sectors. Last week, sig‐
nificant compensation for dairy farmers began to roll out. Our in‐
dustry is still waiting for any sign of the government's intention to
announce compensation to dairy processors for their losses.

Supporting production at the farm but not taking action to sup‐
port processing capacity is a failure to acknowledge that supply
management is a system. Its long-term viability requires both its
farming and processing industries to be healthy and growing.

A dairy processor compensation program is necessary to ensure
that we continue investing in our future in the face of growing im‐
ports and that Canadian-made products customers want are avail‐
able in the future. A compensation program, including tools like
non-repayable contributions for investments and refundable tax
credits, could improve competitiveness and support investments in
processing capacity and modernization.

Compensation to processors should be viewed as not simply a
support or a handout, but an investment in domestic processing ca‐
pacity, Canadian jobs and economic growth.

I'll now turn it over to Mathieu.

Mr. Mathieu Frigon (President and Chief Executive Officer,
Dairy Processors Association of Canada): Thank you, Michael.

[Translation]

The unfair practices of Canada’s largest grocery retailers are an‐
other major hurdle preventing not only dairy processing, but the en‐
tire food value chain from meeting its full potential.

There has been significant attention to recent announcements by
large grocery retailers regarding new fees for suppliers, but this is
part of a much larger and long-standing problem that has reduced
investment and innovation and slowly erodes Canada’s food pro‐
cessing capacity.

It is estimated that the fees, deductions, and administrative costs
required to simply get products onto shelves has grown at twice the
rate of sales over the past five years. This is known as trade spend
and it is significantly higher in Canada than in other countries. For
example, in the United States, trade spend accounts for 18% of pro‐
cessors’ costs, while here it accounts for about 28%.

This stands as a major hurdle to expansion and growth, especial‐
ly for small and medium-sized processors.

Money paid to large grocery retailers in the form of arbitrary fees
and deductions is money that is not being reinvested in facilities,
product innovations or new jobs. In the long run, this could have
serious impacts on Canada’s domestic food production.

As others who have presented to the committee have noted, this
is all possible because of the concentration in Canada’s grocery re‐
tail market. Five large retailers control over 80% of the grocery re‐
tail market. For comparison purposes, the largest food processor
controls no more than 3% of any given retailer’s volume.

If we, as a country, are serious about improving local production
and making our food system more resilient—and the pandemic has
shown the extreme importance of having resilient systems—our
food value chain needs to be rebalanced so that food suppliers are
given a fighting chance. We believe this is where a Grocery Code
of Conduct comes in.

● (1650)

The Chair: Are you finished?

[English]

Sorry. Go ahead.

Mr. Michael Barrett: I was going to say one sentence and then
conclude.

The Chair: Yes, go ahead.

Mr. Michael Barrett: A code could encourage greater account‐
ability and transparency in the retailer-supplier relationship, and
create the balanced and competitive grocery retail environment nec‐
essary to support growth along the food chain.

We thank you for your time today.

The Chair: Thank you, Mr. Barrett and Monsieur Frigon.

Now we'll move to our question round. We'll start off with six
minutes.

Ms. Rood, you have six minutes.

Ms. Lianne Rood (Lambton—Kent—Middlesex, CPC):
Thank you very much, Mr. Chair.

Thank you to the witnesses for appearing today.

I'm going to start with the folks from the beef industry.
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I'm personally concerned about how this pandemic has affected
the producers in my own riding and the processing capacity for
these beef producers. It's my understanding that when there are de‐
lays for moving cattle to process into beef, they can translate into
unexpected costs of feed, but it can also lead to problems in the in‐
ternal supply chain of cattle operations.

I'm wondering if you could talk further about the financial im‐
pact to your stakeholders and how those delays affect their profit
margin.

Mr. Richard Horne: I appreciate the question.

Yes, delays in getting animals processed create significant costs
to producers, in the form of discounts at processors for overweight
cattle. Obviously, the costs in feeding an animal for longer periods
of time also has huge implications in the hundreds of dollars per
head every day that the animal is delayed in getting to market. It is
significant and there is little backstop that producers have to absorb
or mitigate those costs.

Ms. Lianne Rood: Thank you for that, Mr. Horne.

I've also heard that some cattle operations in Ontario have had to
ship their cattle as far away as Alberta for processing because of a
lack of processing capacity in Ontario that's been made worse by
the pandemic. As I understand it, about 90% of the beef processing
market is controlled by two entities. You touched on that.

Do you see any short- to longer-term solutions coming on stream
in the near future to help mitigate the problem that we have here in
Ontario?

Mr. Richard Horne: I think some of that was touched on in our
presentation.

Investment by the federal and provincial governments and pri‐
vate industry is huge in making sure that processors that are here
and are operating have the tools that they need to expand opera‐
tions, improve efficiencies and put plans together for growth do‐
mestically and to take advantage of huge market potential on the
export front.

I think more work needs to be done for small and medium-sized
players to increase their capacity, locally and at the provincial level
and the federal level.

I'd welcome Rob to add anything there.

I think some of the regulatory things that we mentioned, SRM re‐
moval.... The issue with South Korea is very important as well, as
is to open up processing access south of the border. That will also
be critical in helping to address this problem.
● (1655)

Mr. Rob Lipsett: I might add that what we saw when the federal
plants had a backlog of cattle in the processing sector was our
provincial plants really stepped up to the plate to try to alleviate
some of that backlog. Our numbers for 2020 showed that they had
increased their capacity by close to 25%. They've now hit the wall
and they've been asking questions about how they could access
funding for infrastructure expansion, and access to labour and tech‐
nology. I think all of those combine to make both short- and long-
term solutions to our processing backlog.

I think if we could sit down and find a way to create some kind
of funding, or labour immigration plans, or a work to permanent
residency kind of pathway, it should help alleviate some of the
stress that we feel at the farm level.

Ms. Lianne Rood: Are there any solutions coming on stream
any time soon in Ontario, or is that still a work in progress?

Mr. Rob Lipsett: During the last CAP program that was an‐
nounced before the new year, there was a shared program between
yourselves in the federal government and our provincial govern‐
ment. I believe it was a $4-million program. We saw that money
snapped up very quickly by all of the processors in Ontario.

That was positive, that they want to access the kind of funding,
that they can do more.

We need to see more plans like that and they could ramp up pro‐
duction fairly quickly.

Ms. Lianne Rood: Thank you very much.

Mr. Barrett, you were talking about the grocery retail giants' fees,
fines and special charges, which affect your stakeholders in particu‐
lar. I know you touched on this, but I want to verify whether I'm
right in thinking that dairy processors purchasing milk products are
purchasing at a supply-managed price from producers.

Mr. Michael Barrett: That's correct. We are purchasing milk
and it's supply managed, so it's at a set price based upon the end use
of the milk product that you use.

We don't squeeze producers. I heard that mentioned in the last
panel. Actually, the retailers squeeze us as the processor.

Ms. Lianne Rood: If dairy producers purchase milk product at a
supply-managed price, am I right in thinking that when grocery re‐
tailers impose a new fee or a fine or a special charge, it goes direct‐
ly against the processors' profit margin, and that you have no way
of passing on those fees, fines or special charges to those whom
you sell it to?

Mr. Michael Barrett: There's an irony. Yes, we don't have the
ability to charge it back, because the very people who are levying
the fees against us are the ones we go to for a price increase, so
there is that—

The Chair: Thank you, Mr. Barrett and Ms. Rood.

Ms. Lianne Rood: Thank you.

[Translation]

The Chair: Mrs. Bessette, you have the floor for six minutes.

Mrs. Lyne Bessette (Brome—Missisquoi, Lib.): Thank you,
Mr. Chair.

Thank you to all the witnesses for being here today.

My questions will be directed to representatives of the Dairy Pro‐
cessors Association of Canada.
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According to a recent report by the Agri-Food Innovation Coun‐
cil, there is a lack of research and innovation, which hinders the
growth of the processing industry and its international competitive‐
ness.

In your view, what measures are needed in the long term to en‐
courage innovation and technological advances in the industry?

Mr. Mathieu Frigon: I will respond first, and then I will let
Mr. Barrett add his comments.

We are well aware of this report. However, the dairy industry
was not consulted as part of this report.

In my opinion, the first step is the compensation program that we
mentioned in our presentation. As we were saying, it’s not a matter
of sending a cheque in the mail. We want a program that will allow
the industry to position itself in the long term to encourage invest‐
ments. I think that this first step is mandatory.

As we stated in our presentation, pressure from retailers, the im‐
pacts resulting from the access granted under international trade
agreements, in addition to the constraints that will be imposed on us
with respect to the export of dairy ingredients, make this program
absolutely necessary. It is this type of program that will enhance in‐
vestments and innovation in the dairy processing industry.
● (1700)

[English]
Mr. Michael Barrett: I couldn't add any more than to say that

innovation and investment go hand in hand and that there is a re‐
quirement to have both. Recognizing that we have a small popula‐
tion—I heard this said in the last panel as well—the ability to inno‐
vate and to seek markets elsewhere is a critical component of
growth, and that modernization fund is a critical part of doing so, as
Mathieu has outlined.

Mrs. Lyne Bessette: Thank you very much.
[Translation]

How important is automation to innovation and growth in your
sector?
[English]

Mr. Michael Barrett: I'll start and then I'll pass it to the Beef
Farmers.

Certainly, automation is a critical component. Labour, as I heard
in the last panel, becomes a significant hurdle to our being able to
go forward. As mentioned, the food industry, although it has expe‐
rienced some roller coaster hills and valleys through the pandemic,
has been able to meet the requirements of the Canadian industry
and Canadian consumers. However, automation is a critical compo‐
nent, because manpower, the ability to attract individuals, whether
skilled or even general labour, becomes much more difficult. I
would suggest that even during this pandemic, many food proces‐
sors are looking for individuals and are having difficulty acquiring
the help that's needed to continue to grow and support business.

Mr. Richard Horne: I would just add, from a beef perspec‐
tive—the processors can tell you what they need—that we would
underscore what Rob mentioned in his presentation. Make the fund‐
ing programs targeted enough, with sufficient runway, to let the

businesses decide how to best implement technology and automa‐
tion advances in their plants that help spur innovation and growth.
That would be our primary recommendation on that front.

Mrs. Lyne Bessette: Thank you.

[Translation]

My next question is also for the representatives of the Dairy Pro‐
cessors Association of Canada.

You spoke briefly about the fact that the food processing industry
is experiencing recruitment and retention problems, especially in
higher‑skilled jobs.

Do you have any comments about this labour shortage? What so‐
lutions could the government offer to this problem?

[English]

Mr. Michael Barrett: I certainly would agree that specialized
fields are critical. I think what we need in certain areas is the ability
to be able to have programs that would support. For example, I'm
not the largest dairy processor, but I could probably hire anywhere
between 15 and 20 apprentice mechanics of all shapes and sorts,
whether they be PLCs or electricians. We need a countrywide pro‐
gram that will allows us to be able to fund that.

It also goes beyond that. It goes to the element of those skill
sets—cheese makers and things like that. There isn't necessarily the
infrastructure to be able to support that type of skill development.
We're having to import it.

In the other part of my life, I serve as a school board trustee. I'm
always continuing to advocate the understanding that there are
many, many different options in co-op programs and in support of
those co-op programs. The belief that there is another alternative to
having a degree—being able to also support the training of and the
encouragement of youth in those programs—is essential for the
dairy processors of Canada.

Mrs. Lyne Bessette: Thank you very much.

I have only 20 seconds left, so that's fine. Thank you.

[Translation]

The Chair: Thank you, Mrs. Bessette.

I'll now give the floor to Mr. Perron for six minutes.

Mr. Yves Perron: Thank you very much, Mr. Chair.

I'd also like to thank the witnesses for being with us.

I'll begin with the representatives of the Dairy Processors Associ‐
ation of Canada.
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I'd like to come back to compensation. You said that you've been
promised compensation for the 10% market access provided under
the Canada‑European Union Comprehensive Economic and Trade
Agreement, the Comprehensive and Progressive Agreement for
Trans‑Pacific Partnership, and the Canada‑United States‑Mexico
Agreement, but that you haven't yet received compensation.

Have you had discussions with the government? Have you estab‐
lished amounts with them? Has there been any progress or has
nothing been done?
● (1705)

Mr. Mathieu Frigon: We've had discussions, but it's been some
time. We've been made several promises. The last promise is the
one in the Minister's mandate letter. That said, in recent weeks, we
haven't had any discussions specifically about compensation.

Mr. Yves Perron: Could you explain the harmful effect of inse‐
curity this has had on the sector?

Our current study is aimed at increasing processing capacity. I
have the impression, though, that the opposite is happening in your
sector.

Mr. Mathieu Frigon: That's absolutely right: it creates a lot of
uncertainty. We often talk about this access to 10% of the market,
but we talk less about the impact of these agreements on the re‐
maining 90% of the market. What CETA has shown us is that
cheese imports have had an impact on the overall price structure of
the market. This has therefore affected margins in 100% of the mar‐
ket, not just the portion of the market affected by the new access
agreements. It really had an overall effect.

As we said in our introduction, we aren't proud of this, but
since 2013, not only are we the worst performing food processing
industry, but we're also the only one to have had negative GDP
growth. Why has this been the case since 2013? It was in 2013 that
an agreement with Europe was announced. Since then, it has been
far from fun for dairy processing. The figures show it; the figures
don't lie.

Mr. Yves Perron: Are you afraid of being left behind and not
being compensated? Are the commitments clear and firm?

Mr. Mathieu Frigon: The commitments are clear and firm, but
we're still waiting. As you know, two announcements have been
made to producers: one in late summer 2019 and another just be‐
fore the holidays. Each time, we were hopeful because the promises
were very clear. However, so far we have waited in vain.

Mr. Yves Perron: If you were compensated as promised, it
would help you to innovate and make technological improvements,
which is what we are studying. Am I wrong in saying that? You're
asking for tax credits and an innovation program, right?

Mr. Mathieu Frigon: Yes.

I'll let Mr. Barrett provide more details.
Mr. Yves Perron: Thank you.

[English]
Mr. Michael Barrett: Yes, and to answer your question, the con‐

cept of the support of the compensation is so that we can reinvest
and reinvent our industry to be able to face a new market reality.
With restricted exports on products that have been an important

growth element, being able to reinvent ourselves is an important
criterion in being able to balance this industry out. You can't contin‐
ue to be able to support producers without understanding that you
need somewhere to process it.

Again, we don't oppose any producer compensation. I'm a co-op.
We do not oppose that. However, we are looking for some equity,
because the modernization of our industry has to be able to take
place, and the reinvention of our industry has to take place because
we have to be able to adjust to a new market and global reality of
where we can compete and where we can't anymore, based upon
the trade restrictions that are now imposed under the trade agree‐
ments.

[Translation]

Mr. Yves Perron: Thank you, Mr. Barrett.

Could you now tell me about the code of conduct for the food in‐
dustry to address retailer concentration? You stressed that by saying
that it was a basic recommendation.

If the working committee is unable to come up with a code, what
would be the impact on you and your industry?

[English]

Mr. Michael Barrett: Certainly there is an initiative going for‐
ward and a number of associations that are getting together. There
is a committee, co-chaired by the Minister of Agriculture, that is al‐
so going forward with that.

I can only put it into the recent context of Walmart and Loblaws,
where there was a unilateral ask for 1.25%. This is the dairy indus‐
try; this is the food industry where margins are tight. Therefore,
there is an incredible impact that will have. This isn't the first ask.
Our members will talk about multiple asks that have occurred over
the last decade. I've been in this industry for 20 years. It is just a
series of asks.

What that would allow us to do is to have predictability when
you make an investment. You can make an investment today, and to
your question, you can have a restriction on the pricing that you're
going to be able to get and then you get squeezed between the pro‐
ducers—again, which we support—and the retailers.

● (1710)

The Chair: Thank you, Mr. Barrett.

[Translation]

Thank you, Mr. Perron.

[English]

Now we'll go to Mr. MacGregor for six minutes.

Mr. Alistair MacGregor: Thank you, Chair, and thank you to
our witnesses for providing this testimony to our committee. It's
sincerely appreciated.



February 2, 2021 AGRI-15 17

Mr. Barrett and Monsieur Frigon, I'll start with you.

Would you take a little more time to expand on why this code of
conduct is important? I know that the seven minutes you have for
your opening statement can run out pretty quickly, so is there any‐
thing else you want to add to that?

Mr. Michael Barrett: I'll start, and then I'll let Mathieu finish.

I didn't get to all the comments, and I appreciate this very much.

First of all, we are not asking for something that has not been es‐
tablished in other countries. As I mentioned in the brief that was
submitted, the U.K., Australia and Norway also have working
codes of conduct that are voluntary.

Indeed, if you read the U.K. report, the yearly report that the au‐
ditor puts out, it is actually serving consumers, retailers and proces‐
sors well. What they've seen is a net decrease in food pricing within
the marketplace.

What it will allow us to do as a processor is to not get sidelined
or tripped up by an arbitrary decision.

I want to put it into context. If one of our retailers decides that
they need a new warehouse computer system, they have levied
those costs against us. They have levied their costs against modern‐
ization of the redesign of their stores. Where do processors go to be
able to recover that? We cannot go right back to the individuals
who are levying that. It has created such an uncertainty that the
concept of being able to invest for innovation is grinding to a halt
and we need processing in Canada to support our producers.

I'll turn it over to....

I'm sorry.
Mr. Alistair MacGregor: I was just going to say that when I put

my consumer hat on and am walking through the grocery store, I
don't exactly realize what it takes for a dairy product or any product
to be in that high visibility area and the hidden costs.

I was going through the website of the Competition Bureau.
They talk in their section about market dominance, when it be‐
comes abuse of dominance. You talked about the big five control‐
ling 80% of the retail market here in Canada. When I start looking
at what qualifies as abuse of dominance....

You're not directly in competition with the retailers, but the puni‐
tive fines that they're levying and they're constantly asking for
more....

You talked a little bit about the role the federal government can
play vis-à-vis the provinces. Is there anything more that we as a
committee can be pushing the federal government to do?

Mr. Michael Barrett: We recognize that the responsibility for
such a code of conduct would rest with the provinces. We under‐
stand that. We appreciate that there is a federal initiative, a joint
committee, going forward, but although there may not be the leg‐
islative ability to intervene, there is a moral obligation, and I think
it is perhaps from this that encouragement of this idea could possi‐
bly come: the desire to support an equal playing field, to ensure that
there's competition and that consumers are served in this country.
Perhaps that is where the federal government can play this role.

This is about consumers, about the ability to choose equally and
equitably when you walk down the aisle. It's not about how many
dollars are passed into pockets to determine what goes on a shelf
and what doesn't. We all have to compete. We understand that.
We're prepared for it. We just want equity in the competition.

● (1715)

Mr. Alistair MacGregor: Mr. Frigon, did you have anything to
add?

Mr. Mathieu Frigon: Yes. When we look at the U.K. experi‐
ence, it's quite interesting. Back in 2013, when their own competi‐
tion bureau made a report—and that was the report that led to the
implementation of a code—the report talked about protecting con‐
sumers. The report said that ultimately, consumers will bear the
costs of lower investment and lower innovation among food pro‐
cessors. That was the main justification for the implementation of
the U.K. code.

It's interesting that the U.K. code is subject to a statutory review
every three years. The latest was published last year, and no stake‐
holders, from farmers to consumers, are complaining about the
code. It's almost, I would say, unheard of. You have a government
piece of regulation about which basically all stakeholders say, “We
like it.”

That presents an opportunity definitely for Canada to both pro‐
tect consumers and enhance the entire food value chain.

Mr. Alistair MacGregor: If this is allowed to continue, I imag‐
ine it's going to be quite detrimental to our country's food security:
having smaller processors being squeezed out of offering their
unique dairy products in a popular vendor and retail space.

I appreciate both of your contributions to our study.

This about wraps up my time, so I turn it over to you, Mr. Chair.

The Chair: Thank you, Mr. MacGregor.

Now we'll go to the five-minute round.

[Translation]

Mr. Lehoux, you have five minutes.

Mr. Richard Lehoux (Beauce, CPC): Thank you, Mr. Chair.

I'd like to thank the witnesses for being with us this afternoon.

My first question is for Mr. Barrett or Mr. Frigon.

You've already had discussions on two of the agreements signed
in the past. In the Minister's mandate letter, there was talk of mov‐
ing forward on the compensation file, but nothing was proposed un‐
der CUSMA, either.

Mr. Mathieu Frigon: Yes, we've seen the mandate letter, but
nothing more concrete has been proposed.
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Mr. Richard Lehoux: Beyond words, no action has been taken.

What form of compensation do you think would be appropriate?
You said earlier that it wasn't about having a cheque. With respect
to automation and equipment replacement for all processors, have
you proposed any solutions to the Minister or the department?

Mr. Mathieu Frigon: I'll let Mr. Barrett answer that question.
[English]

Mr. Michael Barrett: Yes, we certainly have laid out our con‐
cepts and our concerns on multiple occasions on being able to ask
about the compensation and try to propose a framework, probably
just as recently as last week, at the CDC meeting, where we again
posed the question as well.

There have been conversations and we have been assured that it
is a priority, but we have been looking for fulfillment of that priori‐
ty since 2015.
[Translation]

Mr. Richard Lehoux: Indeed, this dates back to 2015. The first
agreements were negotiated six years ago, and no compensation
was offered. The effect of opening the market on all the processors
you represent has been felt for a number of years now, as you men‐
tioned earlier.

I'd like to talk about equipment upgrades. We know that this is
related to the solids non‑fat issue, if I may use more specific terms.
With the significant increase in quantities, I would imagine that the
equipment used to process and dispose of these solids non‑fat needs
to be modified. Isn't that equipment obsolete now?
● (1720)

[English]
Mr. Michael Barrett: Certainly the balance of our system is be‐

tween fat, as you have mentioned, and the solids-not-fat. There is a
requirement in this country to be able to make sure that we balance
the two, or else that will potentially mean restriction in our ability
to continue to grow.

Those plants and the replacement of those plants and the aging
assets is certainly one of the areas where we would believe there's a
possibility of being able to use some of those compensation dollars,
to be able to rebuild and revitalize, and being able to create plants
that also have greater flexibility and innovation, understanding that
we have to build those facilities within a trade agreement that re‐
stricts our traditional export markets. Therefore, that innovation
dollar is critical.

To be fair, there was funding from the DPIF that came out of the
CETA. I have to be fair. It was a small amount that was given to us.
It was quickly subscribed, and there were a lot of processors who
did not get the opportunity to have that.
[Translation]

Mr. Richard Lehoux: I'd like to ask a question about labour.
There's a lot of talk about automation, but it still takes labour.

Is there a significant labour problem for Canadian processors as a
whole? Does foreign labour play a significant role? Does the fa‐
mous 10% limit also have an impact on your industry?

[English]

Mr. Michael Barrett: For dairy processing, that's not typically a
program that our members would necessarily use. I know there are
many other segments that utilize that as a methodology. My compa‐
triots in the beef industry might be able to answer that better. It's
not something that's typically used within our sector.

The Chair: Thank you, Mr. Barrett.

[Translation]

Thank you, Mr. Lehoux.

Mr. Richard Lehoux: Thank you.

[English]

The Chair: Now we'll go to Mr. Blois for five minutes.

Mr. Kody Blois (Kings—Hants, Lib.): Thank you, Mr. Chair,
and thank you to our witnesses.

I'll start with the dairy processors.

Of course, we're talking about compensation in relation to the
trade deal with Europe and the Pacific partnership. Would you be
committed as part of that compensation to having some tied to the
amount of supply-managed dairy production in each of the
provinces; that is, if there was $500 million on the table, it some‐
what resembles where the actual quota is being produced by the
producers that are sending it to the processors?

Mr. Michael Barrett: I'm going to let Mathieu start on that one.

Mr. Mathieu Frigon: In terms of what we see, Michael just
talked about the CETA program. The government typically strives
to have equal sharing. Basically, the government always makes sure
that the amount is shared in an equitable manner throughout
Canada.

Mr. Kody Blois: Certainly—

Mr. Mathieu Frigon: That's typical—

Mr. Kody Blois: Yes.

In my area of Nova Scotia, we've seen Saputo and Agropur buy
Scotsburn and Farmers Dairy. There have been closures in plants in
Saint John, Sydney and others.

Certainly I'll put on the record, and I hope it's part of your con‐
versations with the government, that when we're looking at com‐
pensation, we're trying to solidify and improve not just facilities
where they're becoming centralized in other parts of the country,
but indeed in those areas that still remain in more of the regional
economy. That's part of our study as well.
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Can I ask about TRQs? I hear you in terms of the importance of
the processing compensation. As I understand it, the tariff rate quo‐
tas are also given to processors, or some of your membership,
where the actual price of the input costs for your products that are
being processed is lower than perhaps what the average price is for
the supply-managed products in Canada. That's, in some form, a
way of compensation.

Is that helping, or is that certainly recognized within the industry
as some form of support, although it's not quite exactly what you're
asking for here today?

Mr. Michael Barrett: It does help in some respects, but there's a
balance to that as well, depending upon the use of those TRQs.
There are restrictions on how they can be used.

Also, we have to put that into context on the demand in Canada
for Canadian dairy product. You cannot label a product that comes
in from the U.S. as Canadian, or the blue cow program, so there are
some potential restrictions.

It can primarily help those larger processors that potentially have
businesses on both sides of the border, where they can utilize, let's
say, two sets of assets. It is seen as some compensation, but the re‐
ality is that the amount of those imports has not significantly
swayed the cost—disadvantage or advantage depending on the mar‐
ket.
● (1725)

Mr. Kody Blois: My final point, because I do want to go to the
Beef Farmers, is around tax credits. I don't have a full list of them
here, but I certainly know the government has implemented them,
in terms of amortization on the cost of capital, expediting that, ac‐
celerating that and allowing businesses to count that as part of their
business writeoffs. Is that something your membership has used or
has seen as helpful since the last Parliament, when I believe some
of these measures were introduced?

Mr. Mathieu Frigon: Michael.
Mr. Michael Barrett: I thought that was being addressed to the

Beef Farmers. I'm sorry. Was I mistaken?
Mr. Kody Blois: No, it was for you, but I have about a minute

and 15, so I better go to them. Perhaps you can address that in your
next point, if allowed.

Quickly, to the Beef Farmers, of course we've talked about for‐
eign labour and access to temporary foreign workers. Certainly, I
think that everyone on this committee recognizes the importance of
what that represents. I'll play devil's advocate for a minute. Is open‐
ing up and allowing even more access to temporary foreign workers
perhaps just putting a band-aid on what is needed, which is more
innovation? This has been a persistent problem for decades now in
terms of labour in this sector. Is that just pulling us back or being an
ankle weight to actually making those innovation changes that are
needed?

Mr. Richard Horne: That's an excellent question. I think it's a
balanced approach. We're going to need labour regardless of how
much automation there is or how many in-plant improvements are
made. The temporary part is the issue that we have a problem with.
We want permanent residents, people who are going to plant roots
here and develop careers within the industry.

Rob touched on more of a grassroots campaign through educa‐
tion and training in post-secondary institutions, not just around
meat cutting but in food processing in general.

It's really a combination approach. Tech and innovation is one
side, but labour is going to be here in much-needed demand for
years.

The Chair: Thank you, Mr. Horne.

Thank you, Mr. Blois.

[Translation]

Mr. Perron, go ahead for two and a half minutes.

Mr. Yves Perron: Thank you, Mr. Chair.

My questions are for the beef farmers.

Thank you for being with us.

You mentioned the need to revise the standards, including the
specified risk material, or SRM, standard. There are several points
of view on this: some people at Bœuf Québec would like to see it
removed, while others say they like the resulting geographic divi‐
sion.

Could you elaborate on your opinion on the matter? Do you want
to see this standard disappear?

[English]

Mr. Richard Horne: Yes, I think it's very simple on the SRM is‐
sue; we need to harmonize with the United States.

The costs are prohibitive. They're creating an unlevel playing
field between Canada and the United States. The science does not
support the continued policies that we maintain in this country. We
have started down that path. I have faith in the CFIA, and I hope
they get that done quickly because the costs are significant.

[Translation]

Mr. Yves Perron: Traceability is important in this context. Do
you have any difficulties with this? Despite the great concentration
in slaughter, are you able to ensure a certain traceability of your
products?

[English]

Mr. Richard Horne: I was waiting to see if Rob would answer,
but I'll jump in here.

Yes, Canada has a national identification program. All identifica‐
tion tags are retired at slaughter. There's also registration at birth.
Between the CFIA and industry, we can do a pretty good job of
tracing back or tracing forward in the event that we have to. More
work needs to be done in terms of movements in between, and
we're working on that.

[Translation]

Mr. Yves Perron: I'd like to conclude with two questions, if
there's time.



20 AGRI-15 February 2, 2021

You mentioned the need to increase slaughter capacity. Do you
think that new small‑ and medium‑sized slaughter plants could
meet the needs of the market? If so, what actions should we do
about it?
● (1730)

[English]
Mr. Richard Horne: That's an excellent question. Thank you.

Touching on the investment for plants, it needs to be targeted and
strategic. In terms of reaching out to plants—

I apologize; I was getting interpretation in my headphones.

Yes, on investment, small, medium and large-sized plants are
part of this equation. It starts with investment by government direct
to them, with sufficient runway and without limitation in terms of
what is allowed under growth projects.

The Chair: Thank you, Mr. Horne.
[Translation]

Thank you, Mr. Perron.
[English]

Mr. MacGregor, we will go to you for two and a half minutes.
Mr. Alistair MacGregor: Thank you, Mr. Chair.

Mr. Barrett, the motion that is guiding our study is tasking our
committee to look at how we ensure stability in our processing sec‐
tor and how we support the goal of increasing our capacity.

Your organization represents many different businesses that are
of varying size. You've gone over the impediments—the compensa‐
tion delays, the competition in the retail market.

If you're a small-scale producer right now, or if you're an en‐
trepreneur who's looking to get into dairy processing.... Can you
talk a little more about how the local landscape is looking for them?
If we're trying to increase opportunities for these people to get start‐
ed, what does it look like if you put yourself in their shoes right
now?

Mr. Michael Barrett: I certainly appreciate that DPAC repre‐
sents varying sizes of establishments. Also, we have a very good
working relationship with the provincial organizations, which even
take it down to the next level as well, to those entrepreneurial indi‐
viduals. There is on-farm processing taking place, and it's being
supported, and there are small organizations. It's very difficult,
however, to work into a main stream in order to grow. It's great to
be able to grow locally, and then they have to take the next step.
That's when they start to run into some of the bigger issues.

There are listing fees. If you get too large, then the infrastructure
has to get larger. There are the trucking pieces—the ability to truck,
access to market, access to labour. Equipment is exorbitant; it's not
made in Canada, but is from Europe or from the U.S. They're at the
mercy of having to make sure they have adequate supply, because
you need plant supply quota to enter the marketplace.

Being innovative in a niche market has certainly helped, but
there is an element that you have to be able to take to the next level.
Those organizations that are between $30 million and $100 million
are struggling with the same elements as the large ones. Once you
get to that element, there's a host of other criteria that you have to
be able to meet as well, which they struggle with, and there's being
played off as one supplier against another.

Mr. Alistair MacGregor: All right. Thank you so much.

I think that concludes it for me, Mr. Chair.
The Chair: Thank you very much, Mr. Barrett and Mr. MacGre‐

gor.

This is all the time we have. I want to thank our panel today.
From the Beef Farmers of Ontario, Mr. Rob Lipsett and Mr.
Richard Horne, thanks for being here with us. From the Dairy Pro‐
cessors Association of Canada, thank you Mr. Michael Barrett and
Mr. Mathieu Frigon for sharing your thoughts on our study.

To the rest of the panel, thanks for being here. We shall see you
next Thursday.

The meeting is adjourned.
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