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A. Welcome and Introductory Remarks:
In his introductory remarks, Minister Blackburn noted that this is the second Roundtable meeting in response to industry’s desire to have a process that focuses on the food processing sector. He noted that the first Roundtable meeting, last June, highlighted industry priorities including economic growth, innovation, market access and regulatory reforms.  It also raised specific concerns such as the “Product of Canada” labelling issue.
Minister Blackburn acknowledged the efforts of the Food Processing Competitiveness Working Group, in particular, its industry representatives, Ted Johnston, Chris Kyte and Derek Nighbor for their efforts in securing co-operation of their member companies to participate in various research initiatives carried out by the Working Group, as well as their collaborative efforts in developing the Action Plan that will be presented and discussed today.

In his remarks, Minister Blackburn highlighted several actions by the government over the past year under the Economic Action Plan that support a more competitive food processing sector, including: investing $50 million in the AgriProcessing Initiative to facilitate the adoption of new production technologies, processes and products; the investment of $75 million in support of livestock processing; cutting of corporate tax income rate to 15% by 2012; the investment of over $3 million under the AgriMarketing Program to assist national food and beverage companies in their international marketing activities; and funding for various studies to better understand and address the sectors challenges.  He also noted the importance of trade to Canada, that Canada is pursuing various free trade agreements, and that Minister Ritz has made exports and market access a high priority with missions that have included China, Russia, Japan, the EU, Colombia and Mexico.  He highlighted the importance of Research & Development and innovation and noted that there had been recent improvements to the Scientific Research and Experimental Development Tax Credit Program (SR&ED) that will help companies access the program.  He also acknowledged that regulatory reform is a government priority.  He noted the work taking place under Growing Forward with the Regulatory Action Plan, wherein AAFC and Health Canada are investing $40 million over 5 years in the areas of health claims, novel foods, ingredients and food fortification to help accelerate the market entry of new food products and advance innovation in the rapidly expanding category of foods with added health benefits.
Minister Blackburn indicated that today’s meeting would include a presentation and discussion on the Food Processing Competitiveness Industry/Government Action Plan.  He noted the need to work together with other key federal departments and agencies in the development of the Action Plan and noted their presence at the meeting, including: Health Canada, Foreign Affairs and International Trade, Transport Canada, and Canadian Food Inspection Agency. 
His remarks also noted that the meeting would involve a presentation and discussion on possible changes to the Product of Canada and Made in Canada labelling guidelines; and a presentation and discussion concerning consultations leading to the development of the next agriculture and agri-food  policy framework to be in place by 2013.
Minister Blackburn,  SEQ CHAPTER \h \r 1introduced Mr. John Knubley, Deputy Minister of AAFC as his co-chair for the day’s meeting.
Mr. Knubley welcomed everyone and invited each participant to introduce themselves and their company/organization.  He then outlined the order of the day and noted that the meeting’s primary objective  SEQ CHAPTER \h \r 1is to present the industry/government action plan, validate it and obtain agreement/endorsement by industry.
B. Presentations: Updates on Recent Federal Government Investment in the Sector:
Minister Blackburn highlighted the fact that since the first FPIRT meeting on June 15, 2009, the federal government had undertaken a number of actions and initiatives to assist Canada’s food processing sector and that four presentations would follow to highlight some of these items.
Food Processing Competitiveness Working Group (FPCWG)

Ms. Sheila Jones, Director of the Food Industry Division, AAFC highlighted AAFC’s accomplishments, to date, in support of the FPCWG.  She began by noting that the FPCWG included representation from Canada’s three national food processing associations (Food and Consumers Products of Canada, Food Processors of Canada and the Food Processors Alliance of Canada), the Canadian Agri-Food Policy Institute (CAPI) and senior AAFC staff.  Its objective is to examine the challenges facing the sector and to recommend appropriate industry-government actions under Growing Forward and related Government of Canada programming to help address the challenges facing the sector. 

Key accomplishments of the FPCWG have been: 

· To identify four key areas to focus on to address competitiveness issues including: Economics – capital investment, additional scale, productivity increases, tax policy and labour measures; Regulatory – regulatory reform to stimulate innovation and contribute to a level playing field with competitors; Market Access – support for market development and softening of borders; and Research and Development and Innovation – how to best match food processor needs with government programming.
· Outreach – with support of the FPCWG industry participants, AAFC conducted interviews with more than 20 food processors representing a cross-section of Canadian food processing companies to validate the issues. 
· The development of the discussion document “The Canadian Food Processing Sector and the Challenging Economy - An Agriculture and Agri-Food Canada Response” that was the focus of the first FPIRT meeting in June 2009.
· In follow–up to the June, 2009 Roundtable meeting the FPCWG has developed the draft Food Processing Competitiveness Industry/Government Action Plan that will be presented and discussed today. 
· Ms. Jones also highlighted that the FPCWG has directed areas of research to be undertaken to help better understand and address competitiveness issues.  This work includes: a U.S. Border Study, “Benchmarking for Success 2009” study, SR&ED Tax Credit Program study, and a study of Dairy Ingredient Pricing.
(See Annex 1 for a copy of the presentation) 
Farm Credit Canada
Mr.  SEQ CHAPTER \h \r 1John Geurtjens, Sales Director - Ontario, Agribusiness and Agri-Food, Farm Credit Canada (FCC) provided an overview of recent activities and services that FCC provides to the food processing sector in Canada. 

In his introductory remarks, Mr. Geurtjens indicated that he had 30 years of experience with FCC and has worked with many food processing companies.
· Mr. Geurtjens referred to a schematic showing how FCC interacts with various clients.
· FCC’s lending portfolio for the agri-business and agri-food sector was worth $2 billion in 2009, representing approximately 10% of their overall portfolio.

· Acknowledged that FCC’s name does not reflect its food processing industry business.  

· Noted that FCC has to offer rates competitive with those of Canada’s banks.  

· FCC’s business has been strong throughout the downturn in the economy.
· FCC partners with the Business Development Bank of Canada and the Export Development Canada in the delivery of some of its programs.

Food Processing Human Resource Council
Ms.  SEQ CHAPTER \h \r 1Johanna Oehling, Executive Director, Food Processing Council spoke on the mandate and strategic plan of the Council. 
Ms. Oehling noted that Human Resource and Skills Development Canada’s Sector Council program has over 35 sector councils.  She provided an overview of the sector council program highlighting that sector councils are industry specific and they work to address labour force issues of importance to the industry. 
The Food Processing HR Council was created in April 2009.  It grew out of the former Seafood Processing Sector Council.  It has a Board of Directors with 12 industry stakeholders from across Canada.  The Food Processing HR Council has 400+ members across Canada and is growing.   Projects in progress include: Career Focus Program; Outreach and Communications; Food Safety & You!  A Sanitation Program; and Food & Beverage Industry Intelligence. The council is establishing key partnerships.  For example, it is partnering with Conestoga College on Level I - Food Processing Operator Safety Essentials; and it is partnering with the Congress of Aboriginal Peoples to train and transition aboriginals into the food processing industry.  The council has a newsletter that will be distributed nationally to industry this month.  
 (See Annex 2 for a copy of the presentation) 
AgriProcessing Initiative 
Ms.  SEQ CHAPTER \h \r 1 SEQ CHAPTER \h \r 1Suzanne Keating, Program Manager, Biofuels and Opportunities Division, Agriculture and Agri-Food Canada provided an overview of the AgriProcessing Initiative (API). 
The API was announced in September 2009, as a $50 million initiative to help strengthen the competitiveness of the agri-based processing sector. It supports food processing companies with repayable contributions of up to $2 million for projects that involve the adoption of new manufacturing technologies, new manufacturing processes and/or the introduction of new products to a processing operation as a result of incremental investments.  The loans support 50% of eligible project costs, are non-interest bearing and repayment begins one year after completion of the project.  
Eligible activities include equipment (new to company) expertise and the cost of an environmental assessment if required.  Projects must be associated with public benefits including: improvements to environmental sustainability, increased plant efficiency, increased employment or retention of employees, increased demand for Canadian agricultural products.

She noted that to date the program has received 80 applications of which:

· 29 have been screened out

· 24 (valued at $12.9 million) screened to submit full proposal

· 17 (valued at $11.4 million) are currently being reviewed

· 10 (valued at $ 7 million) have been approved

(See Annex 3 for a copy of the presentation)
Questions and Answers:

Following the four presentations, Mr. Knubley invited questions from the Roundtable. 

Question: 

· What are the reasons that approximately three in eight of the API applications were screened out?  

Answer: 

· Ms. Keating indicated that the main reason was that food processing was not the predominant business of the applicant which is a program criteria.  For example, a farm operation which also includes food processing as a secondary business is not eligible if the food processing element does not represent more than 51% of business income. 

Question:  

· The “Benchmarking for Success 2009” study showed that the profitability gap between Canadian firms and their US counterparts had been reduced by 300% on common profitability measures, what is the spread today?

Answer:

· Ms. Jones replied that the sudden rise in the Canadian dollar makes it difficult to say but based on limited feedback from companies, it is likely that company profitability is quite challenged at this point and we have retreated somewhat in terms of competitiveness.  Companies will be looking more intently at improving productivity and reducing costs.  This makes programs like API even more important to access.

Question:

· How do Canadian and U.S. companies operate differently?

Answer:

· Ms. Jones responded that comparing the profitability of U.S. and Canadian firms is sometimes like comparing apples and oranges, as the strength of U.S. firms is their scale, size of the run, and their ability to run 365 days of the year; basically, economies of scale and efficiencies which are not there in Canada, as very few companies can operate that way. One of Canada’s strengths is its ability to do short term runs and develop products quickly but this approach may involve significantly more downtime in changing over, retooling, etc.  This can affect common measures of profitability. 

Question:

· Concerning the number of food processing plant closures in Canada in recent years, does AAFC have a picture nationally of the extent of the closures?

Answer:

· Ms. Jones indicated that AAFC’s has a good picture of food plant closures that have occurred. She noted that closures have involved plants of all sizes and all regions. In some cases, the closures have been a result of MNE’s rationalization. Overall there has been some 3,500 jobs lost in the last two years.  She also highlighted that some closures have had a significant impact on producers and involve the loss of sub-sectors.  For example, with the closure of CanGro, Canada lost its capacity to process and can tender fruit.

Question:

· A question was posed about the recent trend with respect to the sector and skilled labour.

Answer:

· Ms. Oehling indicated that the general trend is to more automation in food processing which is decreasing the number of workers required but is introducing new employee skills and training requirements.  In particular, increasingly new employees are new Canadians so employers are looking for more language and assimilation training for these workers.

Question:

· Concerning the API there was a question as to why the ratio of funding approval to application rate is low and whether the program criteria are restrictive for SMEs.
Answer:

· Ms. Keating indicated that she did not feel that design of the API program is a problem and that the low rate is mostly a reflection of interest received. She feels that the program is operating as intended with the current budget and there are no discussions to change the current programs criteria.

C.  Food Processing Competitiveness Industry/Government Action Plan:
Mr. Knubley SEQ CHAPTER \h \r 1 introduced Mr. Ted Johnston, Industry Co-Chair of the FPCWG to present the draft Action Plan.
In his introductory remarks, Mr. Johnston noted that the industry is not homogenous and that the Roundtable and the Working Group represent the first such comprehensive collaboration between AAFC and industry.  He also noted that developing the Action Plan has been at times challenging but a worthwhile process.  In providing an overview of the need for this Action Plan, Mr. Johnston highlighted the importance of the food processing industry to the Canadian economy and as the major buyer of Canadian producers’ output.  He also noted the fact that Canada has slipped from being the third largest exporter of food products nine years ago to ninth place today.  His presentation outlined proposed actions to address competitive issues involving: productivity, agricultural inputs, labour, market access both domestic and globally, innovation, regulatory environment, “Product of Canada,” regulatory predictability and import compliance.  See Annex 4 for a copy of his presentation with the proposed actions. 
In summary, Mr. Johnston noted that the Action Plan represents a good first step and that additional work is still required on the plan.  In addition, it was noted that proposed action items require prioritization within each of the four themes in the Action Plan.  He thanked Minister Blackburn for his interest and support of the food processing industry and for holding these FPIRT meetings.  He believes these cooperative efforts will be instrumental in helping Canada regain its place in the world as a leading food exporter. 
Discussion on the Action Plan

Following Mr. Johnston’s presentation, Minister Blackburn opened the meeting for comments on the proposed Action Plan.
The following summarizes the comments that were heard:

General:
· The majority of the participants expressed general support for the Action Plan in that its principles are sound and the development of the Action Plan is a positive step.  There was general agreement with its content which covers a broad swath of the issues that face the industry.
· The view was expressed that the Action Plan is very much a living document.
· The draft Action Plan has identified the key problem areas and will be instrumental in helping industry and government to focus on the appropriate actions.  
Importance of Partnerships:
· A view was expressed that there is a lack of connection between producers and processors and various levels of government and that industry can’t move forward unless all work together.

· An example was given of the partnerships in the value chain that have led to industry focusing on the health benefits of flax with Canada Bread now using it as an ingredient for wellness.
· Producers, processors and governments must work together to address the issues. Currently, there are not a lot of good reasons to operate a food processing facility in Canada.

· The view was expressed that at the political level, there needs to be more collaboration rather than programs and policies that are too narrowly focused on producers.  We need a common vision for the sector.  Farmers are starting to understand that without a processing sector, the future of agriculture in Canada is in jeopardy.  As an example, the beef slaughter program has been narrowly limited to small scale applicants.

Environmental Sustainability: 

· An observation was made that environmental sustainability did not show up in the Action Plan and that it is another factor that must be considered as more and more the industry will have to put in place practises to address its carbon footprint.

Vision:
· Some participants raised the need for a food vision that must be very broad and integrate sustainability, wellness, safety, and competitiveness.  CAPI is looking at such a policy framework.

Market Development:
· Current export development programs are not effective.

· There is need for more analysis on why we are not keeping pace with other countries in terms of food exports.

· Should consider programs to help companies with access to domestic markets.  One participant noted that he has seen companies that have become successful in export markets before they can succeed domestically. 
FPCWG:
· The work of the FPCWG towards the development of this action plan has in itself been instrumental in helping to address the issues and valuable information has been obtained through the two studies focused on the U.S. Border concerns, the “Benchmarking for Success” study and the research into dairy input costs.

· It was highlighted that the “Benchmarking for Success” study pointed to the fact that U.S. food processors are reinvesting in their businesses at a much higher rate than in Canada.  Also, it noted that the U.S. is investing at twice the rate of depreciation while Canada is investing at less than the rate of depreciation.  
· The establishment of the FPCWG’s Finance sub-committee is important to help better understand what it will take to help the sector increase its re-investment in the industry. 

Innovation:
· Comment made that years ago the Netherlands was concerned about its sector’s competitiveness relative to the European Union and it was interested in not depending on other countries for their food supply.  So they invested heavily in modernization, whereas we tended to hide behind our low dollar.  However, with increased investment in our industry we can be as competitive as anyone. 
· Productivity is crucial.  With a strong Canadian dollar, investment in machinery and equipment which is generally imported will be less expensive to undertake.
Scale:
· A view was expressed that the number one issue facing the sector is its lack of scale.  The Canadian industry is very vulnerable given the strong Canadian dollar.  It is hard to be competitive when we are producing multiple products and have costs associated with turnover of production runs versus the U.S. where large plants just produce one product.  So we can’t compete head to head on products.  We need to be thinking of what we can do to be more efficient.  Key to this is the differentiation manufacturing footprint of products.

· We need to address the obstacles that inhibit scale as well as incentives that promote scale.  Governments should not be afraid of supporting scale.  As an example, the FedDev – Ontario program has supported Maple Leaf Foods with $20 million towards the construction of a state of the art bakery facility that will replace three older inefficient plants.

Dairy Ingredient Pricing:

· Concerning dairy pricing, it was noted that the Supply Milk Class Permit Program pricing is not an issue, rather, the limit in available permits for Class 5 milk, the lack of price pass through to further processors and excess demand for competitively priced industrial milk.  The proposed action is to open discussions with the Canadian Milk Supply Management Committee (CMSMC) on this issue to see if a way can be found to improve the process.

· With reference to dairy prices – it was note that the government of the 1980’s under Minister Mazankowski introduced a system that operated between 1988 and 1995 that allowed food processors access to competitively priced dairy ingredients.  That all changed with the introduction of the current Supply Milk Class Permit Program that works less that well from the food processors’ point of view.
Regulatory:
· On regulatory concerns – one participant spoke of difficulties in having to have different product and nutrient information on the packaging for the U.S. market and the Canadian market.  Encouraged actions that support more harmony in regulations between jurisdictions.

· The regulatory process in Canada takes too long to approve new products and claims.  This lack of action stymies investment.

· Health Canada reinforced its commitment to modernize the regulatory regime to be more beneficial to the food processing sector; it welcomes the opportunity to be accountable for its Growing Forward initiatives; and it is working with its international counterparts to harmonize regulations, where possible.

· Would like to see other actions included in the Action Plan, such as:

· Consistent interpretation of the rules to level the playing field.
· Consistent enforcement of regulations on import products by all agencies and departments (CFIA, CBSA and DFAIT) – Canada has strong food safety, environmental and labour standards.  Many countries do not have the same level of standards as Canada and that needs to be considered in allowing imports of products.

Retail Market Concentration:
· Concern was expressed about the growing consolidation of food retailers and the power they assert over food processors.  Noted fear that similar to the situation in Japan, the food industry in Canada may move to being made up of the very large or very small companies who are able to adapt while the mid sized companies disappear.  

· On the point about retail concentration and the perceived advantage of being a major brand, it was noted that Heinz is less than one percent of Loblaw’s business but Loblaw represents 30% of Heinz’s sales.  Concentration in the food retail sector is lowering the margins of Canadian processors.

· The challenge is how you reach scale when your margins are grinded by a concentrated retail sector.
· A key issue is the continued grinding of large retailers on SME’s who have no power which will lead to products being replaced with cheaper products from Asia or elsewhere.  Canada is losing its food processing sector slowing, “SKU” by “SKUs” being replaced by foreign products.  Retailers are doing this because consumers are concerned about price.  Some within the industry feel that there is more opportunity to take advantage of growing consumer demands for local food products and using “Product of Canada” claims.
Minister Blackburn posed the question – if government could do something very quickly to address an issue for small companies, what action should it be?  In response, participants suggested:
· Most important area is R&D and would like more access to funds that support R&D work.  Support for innovation is also important.
· Canada has many strong qualities and more needs to be done to promote the Canada brand.

· Accessing competitively priced agricultural inputs is more difficult in Canada than in the U.S.  In the case of processing vegetables, prices must be negotiated with growers in each province and the cost is 10% higher than in the U.S.

· Important that we maintain Canadian specific regulations, such as standard container sizes. 
· There are challenges associated with conflicting regulations between Canada and the U.S. with respect to pesticide use that need to be addressed.
· Regulations are the number one issue.  One participant gave the two example: 1) they developed a new product (6 or 7 years ago) using an enzyme process that produces a maple syrup which is thicker without crystallization and a maple taffy which can be kept at room temperature.  This product can be sold in the U.S. without identifying the enzyme on the label but in Canada, it is considered an ingredient so it must be included in the label.  Despite 4-5 years of effort, they have not yet been able to receive approval for the use of enzyme as a processing agent in maple syrup.  The product is therefore marketed in the U.S. but not in Canada. 2) container sizes- as the U.S. is the primary market for their products, they have developed their containers for that market but cannot use the same containers in Canada since they are too large - this leads to additional costs.   
· With a high dollar, increasing energy costs, and labour issues in some parts of the country, it will be increasingly difficult for SME’s to remain competitive. So it is felt that more support for productivity/automation is needed which will allow companies to be more competitive.
· The regulatory process in Canada takes too long to approve new products and claims.  This lack of action stymies investment.
· There is more opportunity to take advantage of growing consumer demands for local food products and using Product of Canada claims.
· One comment reflected that there was nothing new in the Action Plan from what was discussed at the initial FPIRT last June and asked when can we have a clear vision and an Action Plan for our industry to ensure its survival and its growth?
Summary of discussion on Action Plan
Minister Blackburn brought the morning’s discussion on the Action Plan to a close. He noted that there will need to be discussions with our partners in other departments on the proposed actions; and, we will aim to finalize the Action Plan by December 31, 2010.  Minister Blackburn indicated that he must leave the meeting to attend Question Period in the House of Commons but would return for the wrap-up and that Mr. Knubley would chair the afternoon session.
The Deputy Minister’s impression from the morning discussion was that the Action Plan sets out well the challenges facing the sector but we need to focus on the proposed actions.  Regulation is a major issue but is frustrating to deal with since it involves a number of government departments.  It is complex issue and we need to simplify what we do.  The solution will not be simple.  The discussion has recognized the importance of scale and differentiation.  So the future focus of actions will likely be associated with regulatory reform and improving productivity.
Next Steps

Following lunch, Mr. Knubley led a further discussion on the Action Plan that focused on the next steps.  He commented that he felt that the current draft Action Plan is a good report but more work is required to prioritize and focus on the most tangible action items to move forward.  Also, he felt that the participants believed that the Plan is comprehensive and for the most part identifies the main competitiveness issues facing the industry.  A few more items may need to be included.  The question is what should we move forward on and when?  He questioned what is involved in the "food policy concept” raised by Ted Johnston.  Does it mean a business plan for the agri-food industry or a broader food policy?
 
In addressing Mr. Knubley’s questions, Mr. Johnston reiterated that the four themes outlined in the Action Plan are still the top priority areas.  Within those themes, he feels the following key actions are those that should receive immediate attention:
· Productivity - Establishing the Finance sub-committee to facilitate work on understanding access to capital concerns and actions to help address the issues. With the high Canadian dollar, companies must invest in machinery and equipment immediately. 
· Input cost – work has been done to look at dairy pricing and would like to see the Minister work with the dairy industry immediately on the recommended action.  Progress will depend on his attention to the dairy issue.  We need to look at other input costs concerns that involve other commodity areas.  This is affecting companies in the immediate term.
· Labour – in the short term, it is a critical that there is quick action to address concerns with the Foreign Worker program (Labour Market Opinion) so that food processors do not lose access to an important labour pool.  In the longer term, issues such as training to address changing skills required with increasing automation by food processors will need to be examined.
· Market Access - We need better access in a number of markets. We also need better market development support for large exporters.  Growing Forward’s Agri-food Marketing Program does not include large companies in its company specific component.  Government needs to recognize that large companies are major buyers of Canadian agricultural products and they need support as well as SME’s in export development activities.  Establishing their eligibility under the AMP is a priority action in the short term.
· Innovation - We need to fix the regulatory side, in particular, the approval process for new products.  We need to be able to do what other countries do and we need to do it now.  This should be a priority in the short term. CFIA seems on board with looking at import compliance which is a priority for our sector.
With respect to market access, David Plunkett of DFAIT, noted the government’s commitment to negotiating bilateral trade agreements with countries and regions.  For example, there are current negotiations with the EU which are about to enter a third phase; there are two agreements in the House at the moment: Colombia and Jordan; the agreement with Panama has concluded and will go to the House shortly; we have held negotiations with Korea; an economic study is being carried out with India; and we are looking at doing more in Asia.  Also, he noted that the  the government defends market access issues by going to WTO panels if bilateral negotiations do not resolve issues.  
Industry participants emphasized the need for the Action Plan to address regulatory issues:  
· It was noted that one important regulatory issue that was not mentioned in the Action Plan is the sodium issue.  The potential establishment of regulations to govern sodium use in products could have significant cost implications for food processors.  Also, many stakeholders involved in the sodium discussions do not understand the issues that industry faces in reducing the use of sodium.  The view was expressed that AAFC needs to advocate on behalf of the industry to help ensure that the impacts on industry are considered by government when developing any eventual regulations on sodium use.
· An industry participant noted that the random inspection of imports is a key issue that should be addressed.  There needs to be more comprehensive inspections.  Imported beef products were cited as an example since only a few containers of such products are inspected.  Martine Dubuc, of CFIA noted that CFIA’s Food Safety Action Plan is addressing concerns about surveillance of imported products to detect disease.  She also indicated that CFIA will have to consult with stakeholder to determine any cost recovery processes with the sector.
Mr. Knubley closed the discussion and noted that he expected the Working Group would be meeting shortly to look at next steps for the Action Plan.

D. Industry Consultation Regarding Product of Canada Labelling
 SEQ CHAPTER \h \r 1Sheila Jones gave a presentation on AAFC’s pending industry consultations on possible changes to the Product of Canada and Made in Canada labeling guidelines.  She explained that opinions will be sought regarding: a proposed change to the “Product of Canada” guideline that would exempt selected ingredients such as sugar, salt and vinegar that are used as sweeteners and packing mediums and a proposed change to the “Made in Canada” claim that would remove the need for qualifiers with respect to the origin of the ingredients.  AAFC will undertake consultations with industry stakeholders on this matter while CFIA will consult with consumers.  Industry will be invited to share its views through an on-line consultation.  A sample of food processing companies will also be interviewed as part of the process.
Ms. Jones led a focus group discussion on these potential changes. 
On the proposed exemption to “Product of Canada” guidelines there were a range of comments from industry including:

· Suggested that the Product of Canada label be permitted with 85% Canadian content or some percentage lower than 98% as was recommended by the Standing Committee.

· That the claim “prepared for” should have qualifying terms indicating where it is coming from.
· Support for the proposed exemption of sugar.

· The government’s role is to find the right balance in considering public and industry interest and the view that the Standing Committee’s recommendation of 85% was a balanced recommendation that should be adopted.

· View that the Standing Committee did a thorough study of consumer and stakeholder interest in Product of Canada labeling and made reasonable recommendations.  The government has put in place guidelines that do the opposite of what consumers wanted in terms of being assured a product was Canadian or not.

· One participant gave the example that in his business since they import day old chicks to be grown in Canada the final product cannot be labeled as a Product of Canada despite being a supply managed sector.  Fortunately this situation has not negatively impacted his sales since their packaging still carries the Canada grade stamp which consumers identify with being a Canadian product.  
· Concern expressed as to how ingredients will be defined in considering exemptions to the labeling guidelines.  Ms. Jones clarified that the exemption list being considered was limited to sugar, vinegar and salt due to their functionality.
· With respect to the exemption of sugar, concern was expressed that potentially products with very high sugar content could be labeled Product of Canada even though it contains a high percentage of an imported ingredient.  
· View expressed that in considering the exemption of certain ingredients there may be unintended impacts with other standards that are already in place.
· If sugar is being considered for exemption, how does industry lobby for the exemption of other ingredients?  Concern expressed the exemption approach will lead to more confusion and more animosities between different sectors.
· Pectin should also be exempted for jams as it is not made in Canada. 
· One participant commented that the government is not consistent as he understands that Industry Canada is coming in with new Product of Canada guidelines for Canadian non-food products that say Product of Canada labeling can be used with 90% Canadian content and Made in Canada used with 50% Canadian input.  His advice is to leave the Product of Canada alone until we are sure what should be done.
· A wine industry participant expressed support for the proposed sugar exemption. This is an issue for the wine industry.  Sugar is sometimes used in the fermentation process for wines and its use impacts their ability to use the Product of Canada designation.

· Noted that the government will have to ensure that any proposed exemptions fit with Canada’s trade agreements. 

· A question was raised as to what is being done in other countries and whether they have established strict standards.  CFIA noted that it had looked at some jurisdictions such as the U.S., EU and Australia and that most countries have a standard close to 100% for “Product of” and that was one of the considerations that was used in establishing Canada’s guidelines. 

· To highlight the difficulty of the current guideline on SMEs, one participant gave the example of a honey producer who infuses honey with ingredients to create different flavours. For one product, where he uses only 4% chocolate, it can no longer be called Product of Canada.  
· One participant noted support for a closer overall look at the Product of Canada and Made in Canada guidelines but not this consideration of specific exemptions.  Companies can not afford to be changing labels every year.
· Feeling expressed that the government should look at a single solution which is simpler such as the lowering of the Canadian content percentage to 80-85%.

· Expressed the view that the current Product of Canada guidelines fails both consumers and processors.  The previous consultations on Product of Canada were a failure and there is disappointment that we are reviewing this again.
Ms. Jones outlined the proposed options for the “Made in Canada” claim that would remove the need for qualifiers with respect to the origin of the ingredients.  The following comments were herd:
· Feeling expressed that consumers can not distinguish between “Product of Canada” and “Made in Canada.”
· Taking away the modifiers would make it too easy to use the “Made in Canada” claim.  View expressed that modifiers should be used.  Believe that consumers would take “Made in Canada” to be a Canadian product.  However, from a selfish company perspective would support the change.  
· Questioned the purpose of these changes.  Are we trying to promote products; correct inequities or abuse in the market; or to encourage consumption of Canadian products?  It seems that these changes put us somewhere in between.
· Need to be transparent as possible for consumers. Feeling expressed that four options being considered make it very confusing for consumers. 
· View expressed that it would be better to leave the Product of Canada alone until we are sure what should be done.  Consumers are worse off now, as many Canadian processors have taken the label off their products.
Ms. Jones thanked everyone for their comments.  She reaffirmed that today was the beginning of AAFC’s industry consultations on proposed changes to the Product of Canada and Made in Canada labelling guidelines and that we would welcome additional comments from companies. 
E. Future of Growing Forward 
 SEQ CHAPTER \h \r 1
 SEQ CHAPTER \h \r 1Heather Smith gave a presentation concerning plans for the second round of Growing Forward - GF2. A copy of her presentation entitled “Agriculture 2020: Challenges and Opportunities” is attached as Annex 5.  Her presentation outlined factors that affect Canada’s agriculture and agri-food industry and how they will shape GF2 (e.g., the increasing global demand for agricultural, agri-food and agri-based products; constraints to growth in global supply; the evolving international policy context and changing expectations of citizens and consumers).
She outlined AAFC’s planned consultation process, beginning this spring, to have a GF2 in place by 2013.  The following comments were heard on the GF2 consultation process:

· The consultation process for the first Growing Forward was flawed in that food processors’ input was not adequately considered.  The consultation process was far too weighted to the primary sector.  Need to properly consider food processors input in consultations for GF2.  In response, Ms. Smith indicated plans to use various means to ensure stakeholders throughout the value chain are consulted. For example the consultations will include the value chain roundtables and meetings such as this one. 
· It was noted that the planned locations for GF2 meetings this spring did not include Toronto.  A large percentage of food processors are located in the GTA area.  Should consider holding consultation sessions in Toronto area to involve food processors.
· A suggestion was made that due to the difference in producer and processor interests, AAFC may want to hold separate consultations with food processors.
· GF2 needs to reflect a long term vision where Canada is a processor of raw Canadian ingredients and not just an exporter of raw materials. 

· With respect to innovation, feel that government needs to address some of the regulatory issues before industry can move forward on innovative products.
· View expressed that initiatives to support productivity should be a priority in GF2 to allow companies to remain competitive.  

· Commented that value chain relationships are being established among smaller companies to remain viable.  Some arrangements involve the cooperative model and some are multi-stakeholder business arrangements. 
· We need to build a vision that includes the health partners as the food industry needs to be more integrated with health to help drive the appropriate R&D and innovation of new food products to help reduce health care costs.  How can we bring the Ministers of Health to the table.  Martine Dubuc, of CFIA, noted a forum at the Federal/Provincial/Territorial level to provide input from health on the GF2 process.  Their primary interest is food safety concerns.
· The Canadian Agri-Food Policy Institute is interested in seeing a strategy for the agri-food sector that involves three core themes: food and health sustainability; competitiveness and the economic model.  CAPI held a recent meeting involving a cross section of stakeholders to discuss the integration of food and health in industry.

F. Meeting Wrap Up 
Minister Blackburn’s Closing Remarks:
Minister Blackburn thanked everyone for helping the sector move forward.  

· He recapped the four themes of the Action Plan with what he had heard today in terms of industry priorities including:  
· Economics was raised on many occasions, we are responding by helping companies to invest in new machinery and equipment.  
· In terms of import compliance, CFIA has heard industry’s concerns and will be moving to examine this issue.  
· Sodium is a problem and we need to have the same regulations as other countries. 
· The finance sub-committee is going to examine the access to capital issue.  
· We need a common vision for the sector in order to move forward.  
· We have to complete the job on competitively priced input ingredients, in particular with regards to the class five dairy pricing problem.  
· We are going to work with other government departments to move the Plan forward but if they do not cooperate, what can we do.  We can not move the Plan if the right people do not come to the table.
· Concerning “Product of Canada,” he recognized that a number of the participants want an 85% rule.  He noted the government’s interest in consulting with consumers and industry on the possible exclusion of certain ingredients from the 98% rule. Would like to reach a consensus that would be acceptable but understands that there are no perfect rules.  Believes that something can be worked out on this issue.
· He committed to:  providing a record of decision of the meeting; taking into account your priority concerns with respect to the four themes in the Plan; to bring the right people from other departments and agencies around the table and to review the PoC issue by June 30, 2010.

Deputy Minister’s Closing Remarks:
· Mr. Knubley noted the four presentations today show that AAFC is supporting this sector and that we have already taken actions.  We need to do further work on the Product of Canada issue.  We are going to need your input as to how we can better incorporate the interest of the agri-food industry as we move forward with the development of GF2.

Wrap-Up:
· Minister Blackburn again thanked the Working Group for their efforts and thanked Ted Johnston for getting a consensus report.  Now AAFC has to work with its people and other federal partners to keep this process moving forward.  We need constant action on this file. Also, with regards to imported products, they must face the same standards as our Canadian products and we must have regulations in place that facilitate exports in international markets.
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