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Attachment

The Business Environment of Grain Growers

As grain farmers, we are committed to doing our share by playing an important role in meeting
the ambitious targets laid out in the Agri-Food Economic Strategy Table Report to reach $140B
in domestic sales in 2025, an increase of $110B by 2017, and $85B in exports by 2025, an
increase from $64.6B in 2017.

Canadian grain growers are caught in the global trade crossfire. Commodities such as soybeans,
pulse, wheat, barley and canola have been hit either directly by trade restrictions or have had to
endure the economic ripple effects of trade wars between other countries. This is happening at a
time when the realized net farm income of agricultural producers fell 45.1% in 2018 to $3.9 billion,
the largest percentage decrease since 2006.1

At the same time, technological advances are stretching the capacity of regulators to respond
effectively to new science, changes in marketplace practices and/or shifts in consumer demand.
The growth of the economy depends on Canada’s ability to increase the speed and efficiency of
regulatory change, to facilitate greater alignment of regulatory processes and outcomes with
international institutions and/or jurisdictions, and to ensure timely updates to addressing emerging
health, security, or environmental risks.

Both the Business Council of Canada2 and The Canadian Chamber of Commerce3 have noted
that Canada’s regulatory environment is a drag on our economy and a disincentive for innovation
and infrastructure investments. International rankings reflect this. For example, the World
Economic Forum ranks Canada 12th overall in its global competiveness index, but in 43rd place
when it comes to the burden of government regulations.4

While successive governments have worked to improve the way Canada develops and manages
regulations, with the aim of protecting the public interest and supporting business
competitiveness, significant challenges must be addressed to ensure that grain farmers are the
most competitive, innovative and sustainable that they can be.

1 Statistics Canada, The Daily, Farm Income, 2018 https://www150.statcan.gc.ca/n1/daily-quotidien/190528/dq190528a-eng.htm

(accessed August 25, 2019).
2 Business Council of Canada, “Letter of the Honourable John P. Manley, P.C., O.C., President & Chief Executive Officer to the

Honourable Scott Brison, P.C., M.P., President of the Treasury Board Secretariat of Canada (Ottawa:  November 13, 2017)
https://thebusinesscouncil.ca/ (accessed on August 24, 2019).
3 The Canadian Chamber of Commerce, “Death by 130,000 Cuts:  Improving Canada’s Regulatory Competitiveness”, (May 2018)

http://www.chamber.ca/publications/reports/ (accessed August 24, 2019).
4 World Economic Forum, “The Global Competitiveness Report 2018” at pp. 143-146 https://www.weforum.org/reports/the-global-
competitveness-report-2018 (accessed August 24, 2109).

https://www150.statcan.gc.ca/n1/daily-quotidien/190528/dq190528a-eng.htm
https://thebusinesscouncil.ca/
http://www.chamber.ca/publications/reports/
https://www.weforum.org/reports/the-global-competitveness-report-2018
https://www.weforum.org/reports/the-global-competitveness-report-2018
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Targeted Regulatory Reviews (Round 2)

1. Clean Technology

TBS is asking respondents to identify specific barriers related to clean technology and their impact
on the sector’s growth and competitiveness.  How should the federal government address these
issues?

➢ Regulatory barriers that hamper the development of clean technology:

Grain growers are operating within the confines of an infrastructure base and production model
built for a carbon-based economy. Despite their long-standing commitment to environmental
stewardship, they have no energy alternatives available for their operations and they cannot
recoup the increased costs of carbon pricing from customers because grains are priced on
international exchanges or based on market factors outside their control.

➢ Economic Impact of Regulatory Barriers

The Greenhouse Gas Pollution Pricing Act applies to all liquid and stationary fuel used in farming
operations, except for “market fuel”.  This narrow exemption from carbon pricing could hamper
the growth and competitiveness of the sector.

While “marked fuel” is exempt, there are considerable costs associated with other on-farm
activities like grain drying that rely on propane or natural gas and which are not included in the
exemption. The price on carbon is intended to change consumptions patterns - encouraging
people to buy less. However, farmers cannot dry their grain less to bring their grain to market.
While farm profitability is dropping, added costs like the price on carbon, apply pressure to what
are already thin margins.

Indeed, modelling indicates that once implemented, costs associated with the Pan-Canadian
Framework on Clean Growth and Climate Change could increase total costs to our members by
up to $480 million per year. Conservative estimates show that farmers who have 1,000 acres
would see a cost increase of $7,000.00 annually.

Grain production is an export-oriented business. Our growers are price takers in the global
marketplace. As a result, Canadian regulatory structures that could render grain growers less
competitive threaten the livelihoods of our members. A level playing field with global competitors
is required, if grain growers are to contribute to the ambitious growth, competitiveness and export
targets set by the government in the Agri-Food Economic Strategy Table Report.

➢ Proposed Solution:

Our farmers are committed to the environment and climate change mitigation initiatives. Our
production industry has a relatively inelastic demand curve for carbon-based energy. We require
fossil fuel to deliver our fertilizer and seed, plant and grow our crops, harvest those same crops,
condition the crops, and finally get them to market.  With the Greenhouse Gas Pollution Pricing
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Act, the increases in cost of fertilizer, seeds, conditioning, and transportation – which cannot be
mitigated or deferred - could vary by regions, creating competitive imbalances between regions
and provinces.

Presently, Canadian cropland sequesters some 11 million tonnes of greenhouse gases every
year. When the crops we grow are used in biofuels across Canada, they can reduce associated
carbon emissions in transportation fuel by up to 90%. Our growers look forward to increasing the
gains in climate change mitigation – through this and other initiatives.

For the reasons outlined above, regulatory relief should be extended to all liquid and stationary
fuel used in farming operations. This will allow our growers to continue to focus on the growth of
the sector as well as climate change mitigation initiatives that have already been set in motion.

2. International Standards

TBS is requesting specific input on how the application of international standards could reduce
regulatory burden and improve competitiveness.

The GGC is pleased to note that that Government of Canada is prioritizing international standards
as part of this round of regulatory reviews. This is good news for the sector as a whole.  Efforts to
mitigate asynchronous regulatory approvals among various jurisdictions for products of
biotechnology and maximum residue levels for crop protection products would contribute to
support the creation of a more predictable and stable international trade environment for grain
growers.

Canada should leverage international standards in its domestic regulations. As a result, the GGC
believes that the recommendations, found in Canada Grains Council’s submission, will achieve
that outcome.

1. The Pest Management Review Agency (PMRA) to adopt Codex MRLs for crop protection
products in the absence of a Canadian standard.

2. Health Canada and the Canadian Food Inspection Agency (CFIA) to recognize approvals
for products of biotechnology performed by OECD countries in accordance with Codex
Guidelines.

3. Review of the Red Tape Reduction Act (RTRA)

TBS is requesting specific input on the effectiveness of the RTRA at reducing administrative
burden on business, and concrete examples of what could be done.

GGC supports the intent of the RTRA and government efforts to reduce administrative burden on
business. The business activities of grain farmers are regulated by a wide range of departments
and agencies ranging from Finance Canada to the Canadian Grain Commission, and include
Transport, Agriculture, Environment, and Fisheries in addition to Health Canada, the Pest
Management Review Agency (PMRA) and the Canadian Food Inspection Agency (CFIA) with
respect to innovation.

While the reduction of administrative burden is characterized by the government as the “one for
one” rule, the RTRA provides for a fluid cap, stating under s. 5(1) that “one or more regulations
must be amended or repealed to offset the cost of that new burden against the cost of an existing
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administrative burden on business”. Essentially, the RTRA allows for greater alignment with the
U.S. with its “two for one” rule requiring two federal regulations to be eliminated with every new
one that is introduced. This is a key consideration, as Canada must strive to allow grain growers
attain a competitive advantage in relation to innovation, crop protection and plant health.

Certain government rules found in legislation and policy fall outside the scope of the “one for one”
rule. In addition, the “one for one” rule only considers administrative burden, not compliance
burden.

The Agri-Food Economic Strategy Table Report highlights the need to support innovation and
business through an agile regulatory system. To achieve this objective, the “one for one” rule
could be broadened in scope to include compliance burden in addition to administrative burden.

While each government department conducts a form of regulatory count called the Administrative
Baseline Burden (ABB), there is not a total count available for the whole government. All
departments and agencies do not seem to be participating in the count, the PMRA being the most
visible by its absence. In addition, the count is limited in scope, as it does not include policies or
legislation.

Since the introduction of the RTRA in 2012, regulatory costs were reduced by $30.3 million5,
suggesting that regulators are subtracting costs faster than they are adding them. When looking
at the key ABB findings in Appendix C of the TBS Annual Report to Parliament for the 2017 to
2018 Fiscal Year6, another picture emerges. The table on the total number of administrative
requirements illustrates an increase of 136,121 requirements in 2017 from the 2014 count of
129,860, based on a fewer number of regulations - 580 in 2017 as opposed to 684 in 2014. To
measure various types of economic costs, the GGC recommends a more robust baseline estimate
of the total burden that the ABB, not just a measure of what is being added or subtracted.

4. Legislating Regulatory Efficiency and Economic Growth in Regulatory Mandates

TBS is requesting advice on how the government should measure the impact of regulations on
competitiveness and what approaches should be used to legislate regulatory efficiency and
economic growth.

The modern regulatory principles at the core of the September 7, 2018 Cabinet Directive on
Regulation have the twin objectives of supporting Canadian businesses by promoting innovation
and economic growth while protecting health, safety, security as well as the social and economic
well-being of Canadians, and the environment.

1. Regulations protect and advance the public interest and support good
government: Regulations are justified by a clear rationale in terms of protecting the health,
safety, security, social and economic well-being of Canadians, and the environment.

2. The regulatory process is modern, open, and transparent: Regulations, and their related
activities, are accessible and understandable, and are created, maintained, and reviewed
in an open, transparent, and inclusive way that meaningfully engages the public and
stakeholders, including Indigenous peoples, early on.

5 Treasury Board Secretariat of Canada, Annual Report to Parliament for the 2017 to 2018 Fiscal Year:  Federal

Regulatory Management Initiatives, (Ottawa:  December 2018), at 13.
6 Ibid, at 29-31.
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3. Regulatory decision-making is evidence-based: Proposals and decisions are based on
evidence, robust analysis of costs and benefits, and the assessment of risk, while being
open to public scrutiny.

4. Regulations support a fair and competitive economy: Regulations should aim to support
and promote inclusive economic growth, entrepreneurship, and innovation for the benefit
of Canadians and businesses. Opportunities for regulatory cooperation and the
development of aligned regulations should be considered and implemented wherever
possible (our emphasis).

As noted above, agriculture is a heavily regulated sector. The Directive reflects the need for
government departments and agencies to engage early with stakeholders, preferably during
consultations on issue identification and selection of instrument of choice.7

As the government is undertaking its review and contemplating amendments to the Canada Grain
Act and implementing new enabling regulations to the Transportation Act, appropriate evidence
in support of the regulatory proposals should be made publicly available in the early stages of the
regulatory lifecycle to to reflect the government’s commitment to evidence-based, science-based
or risk-based decision-making. In this perspective, TBS could develop a guideline document to
help departments and agencies evaluate rigorously the necessity of a regulatory option before
and during the Regulatory Impact Analysis Statement (RIAS) process, using input from the
regulated community and stakeholders that are most impacted by the regulations.

Grain farmers have a sound understanding of the regulations and would have the greatest amount
of practical feedback on options to achieve the regulatory objective in the most pragmatic way.
More importantly, they are invested in ensuring that Canada brings safe and high-quality products
to market and can work successfully with regulators to achieve this. The input of grain farmers in
the early stages in the regulatory development cycle would help inform public consultations on
the regulatory proposal(s).

The modern regulatory principles of the Cabinet Directive on Regulation pave the way for TBS to
legislate regulatory efficiency and the economic growth and competitiveness of agriculture as an
integral part of the regulatory mandates of government departments or agencies. Collectively,
Health Canada, the PMRA and the CFIA play a critical role in the facilitation and adoption of new
technologies, and it is imperative that their respective mandates reflect this fact.

At the same time, the value of the Directive would be enhanced with an associated policy on the
implementation of a review mechanism and a performance assessment framework to measure
regulatory efficiency across government. We do not believe, however, that measurement activities
should add to the administrative burden of regulators who must use their finite scientific and
technical resources as efficiently as possible to support the top priorities for the agricultural sector
such as international engagement and standard-setting, technical support for trade negotiations,
and program improvements to encourage growth and innovation. In fact, regulators would benefit
from additional technical resources to meet the added competitiveness requirements to their
mandates.

7 Treasury Board of Canada Secretariat, Cabinet Directive on Regulation, (Ottawa:  September 7, 2018)

https://www.canada.ca/en/treasury-board-secretariat/services/federal-regulatory-management/guidelines-tools/cabinet-directive-
regulation.html (accessed August 25, 2019).

https://www.canada.ca/en/treasury-board-secretariat/services/federal-regulatory-management/guidelines-tools/cabinet-directive-regulation.html
https://www.canada.ca/en/treasury-board-secretariat/services/federal-regulatory-management/guidelines-tools/cabinet-directive-regulation.html
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Despite a policy and guidelines to this effect8, departments and agencies do not always undertake
a thorough cost-benefit analysis and the approach to analysis is inconsistent. This skews the
proportionality analysis of the expected impact of the regulatory proposal, often adding to the
regulatory burden.

The Business Council of Canada recommended a stronger challenge function within the TBS to
ensure departmental and agency compliance with the Directive9 and its related policies and
guidelines. In its 2018 report, Death by 130,000 Cuts, the Canadian Chamber of Commerce
specifically recommended access to formal avenues of appeal within central agencies when
stakeholders recognize that proper regulatory processes have not been followed.10 GGC supports
that approach.

The Directive has an explicit reference to, and emphasis on regulatory cooperation and regulatory
alignment of approaches and outcomes to minimize the regulatory burden on Canadian
businesses. Our industry partners, the Canada Grains Council and Crop Life Canada, have been
urging the PMRA to account for the competitiveness of the grains sector, including on re-
evaluation, special reviews and registration. If aggressive export targets are to be met, Canada
must seize the opportunity to enhance alignment with the U.S. in relation to processes (i.e. risk
assessments) and outcomes (i.e. decisions) to maximize the access of Canadian growers to the
same tools and the same technologies as the U.S. and other competing exporters.

5. Suggestions for the Next Annual Regulatory Modernization Bill

TBS is seeking input on specific areas of legislation that currently prevent regulations from being
agile and responsive. Specific examples are requested of legislation that prohibits regulatory
flexibility to allow emerging technologies to enter the market, or requirements that are duplicative,
redundant, out of date or unclear.

The next Regulatory Modernization Bill must establish a clear economic growth objective that
gives ministers the ability to impose competitiveness considerations in the mandates of health,
safety and environmental focused regulations.

With respect to agricultural biotechnology innovations and crop protection, regulatory cooperation
and regulatory alignment of approaches and outcomes would be achieved with the government
providing clear authority to departments and agencies to:

1. Recognize the decisions (e.g. product approvals) made by regulatory agencies in
countries with equivalent standards of safety to Canada, in accordance with international
standards.

2. Recognize the decisions or standards set by international agencies (e.g. product
approvals, MRLs) unless there are science-based, evidence-based and risk-based
reasons for Canada to take a divergent approach in its domestic regulatory framework.

8 Treasury Board Secretariat of Canada, Policy on Cost-Benefit Analysis, (Ottawa:  September 10, 2019)

https://www.canada.ca/en/treasury-board-secretariat/services/federal-regulatory-management/guidelines-tools/policy-cost-benefit-
analysis.html (accessed August 25, 2019).

Treasury Board Secretariat of Canada, Canadian Cost-Benefit Analysis Guide:  Regulatory Proposals, (Ottawa:  2007)
https://www.tbs-sct.gc.ca/rtrap-parfa/analys/analys-eng.pdf (accessed August 25, 2019).
9 Supra note 2.
10 Supra note 3.

https://www.canada.ca/en/treasury-board-secretariat/services/federal-regulatory-management/guidelines-tools/policy-cost-benefit-analysis.html
https://www.canada.ca/en/treasury-board-secretariat/services/federal-regulatory-management/guidelines-tools/policy-cost-benefit-analysis.html
https://www.tbs-sct.gc.ca/rtrap-parfa/analys/analys-eng.pdf
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In terms of requirements that are duplicative, redundant, out of date or unclear, grain growers
have long highlighted concerns with the Canada Grain Act (CGA). An example includes
duplicative outward weighing and inspection service on export vessels. These concerns were
acknowledged in the Budget 2019 document that cited redundant inspections when announcing
a broad-based review of the CGA. Grain growers have also advocated for legislative changes to
ensure that the structure, mandate and activities of the Canadian Grain Commission are aligned
with the modern agriculture environment

As the Government considers next steps for Regulatory modernization, grain growers support the
ongoing review of the CGA and the role of the Canadian Grain Commission. The grain marketing
and handling environment has changed significantly in the last decade, and it is important that
both the legislative and regulatory framework align with the needs of Canada’s growers and the
agriculture industry. Modernizing the CGA will remove redundant and duplicative legislation that
costs the Canadian grain industry tens of millions of dollars a year, and enhance the protections
provided to growers

The Round 1 Roadmap recognizes the work to date by AAFC. We further encourage the
government to expeditiously complete the review, including modernization of the Canada Grains
Act and its enabling regulatory framework in 2020.

In the case of business models and/or practice standards, incorporation by reference (IbR) would
enable the government to regulate in a climate of rapid change.  New technologies, products and
business models require the reevaluation of regulatory approaches to develop processes that
work better for regulators, businesses and all Canadians. The Cabinet Directive on Regulation
puts emphasis on IbR as an “effective tool in achieving regulatory outcomes”.  This means looking
beyond the traditional “prescriptive” approaches to regulatory development in favour of new
models to stimulate economic growth, competitiveness and innovation in the public interest.


