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The House of Commons Standing Committee on Agriculture and Agri-food study on
Canada’s agricultural and agri-food supply chain.

From Fragile Supply Chains to Resilient Interdependent Networks

Canada’s ongoing supply chain issues have become even more severe since this study was
initiated on January 25, 2022. Then, pandemic-related disruptions were top of mind. On January
31 the “freedom convoy” began its occupation of Ottawa, with related border crossing blockages
over the following weeks. Only a few days after the streets of Ottawa were cleared, Russia
invaded Ukraine.

The opening months of 2022 have shown that the biggest threat to agricultural supply chains are
social unrest and conflict. 2020 highlighted the impacts of health. 2021 highlighted the impacts
of climate change. But our agricultural supply chain issues go back even farther. They are rooted
in decades of policy that has made our system increasingly brittle. The remedy is to design
agricultural and trade policy to promote resilience and stability instead.

In the name of efficiency, and in pursuit of ambitious export targets, Canada’s agriculture and
trade policies have supported multinational companies’ strategies of global sourcing and “just-in-
time” delivery, allowing them to increase their own profit margins and market shares. The result
is our food and agriculture system is now dependent on long, complicated supply chains — with
weak links creating vulnerabilities both upstream and downstream. As global corporations seek
to lower costs, they add unnecessary transportation by locating production, processing and
packaging in different countries to take advantage of low raw ingredient prices, low wages, lax
regulatory requirements, and to avoid taxation. While total costs may be lower for the company,
the real-world costs are high, and include environmental degradation and economic disparity,
further weakening each link in the supply chain and contributing to conflict.

Vertical integration, financialization, and expansion through merger and acquisition are
strategies corporations have used to increase market share and profitability in a globalized food
system. The result is there is little competition among the in the giants in the marketplace from
the perspective of Canadian farmers who deal with multinational corporations. Corporate
concentration in all major sectors means a few companies have enough market power to gain
undue influence over the prices they pay to suppliers and the prices they charge to buyers.

By 2018, just six companies sold 78% of the world’s agrochemical inputs; six companies had over
51% of farm equipment market; and four companies sold nearly 60% of the world’s veterinary
drugs. The world’s biggest agricultural commodity traders like Cargill and COFCO (China National
Cereals, Oils and Foodstuffs) not only buy and sell commodities like grain and oilseeds, they are
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involved in processing and transportation, and control much of the world’s critical food system
infrastructure. Within Canada, just two of the world’s biggest multinational companies, Cargill
and Brazil’s JBS, process nearly all federally inspected beef. Our retail grocery sector is
dominated by just 5 companies, with two of them — Walmart and Costco — the largest and sixth-
largest in the world. In addition to their gigantic size, many of these global corporations are
intertwined with each other through cross-sectoral agreements and partnerships among their
subsidiaries.! When the top four companies in a sector control over 40% of the market, they are
able to operate in a monopolistic way.

We are now in a situation where global supply chains have become precarious and the ability of
monopolistic corporations to extract value upstream from producers and workers and
downstream from consumers has boomed. As a result, our present supply chain difficulties are
based in both logistical and infrastructure failures and economic exploitation of the vulnerable.

Historically Canada’s agricultural economy has operated in both export and domestic markets.
Over the past several decades the balance between the two has become skewed. Canada has set
ambitious goals to increase agricultural exports, and when reached, each goal is quickly replaced
by an even more ambitious target. At the same time, our reliance on imports has increased. Our
agricultural exports are low-priced bulk commodities, while our imports are high value fresh and
processed foods. The graph below, from the USDA, shows how the FTA, NAFTA and now CUSMA,
have promoted imports of high value food from the USA. There has been a corresponding loss of
perishable food production and processing within Canada. Every dollar spent on imported food is
a dollar that cannot contribute to the incomes of Canadian farmers and food workers.
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As farmers, we are price-takers — we have limited options regarding the price of the commodities we
sell or the inputs we buy. Farmers are caught in a cost-price squeeze, with over 90% of revenues
required to cover production costs in most years.? In January 2022, Statistics Canada reported that
farm families continue to depend on off-farm sources for nearly 2/3 of their family’s income.?
Furthermore, farm income includes program payment money, so income from the market averages
less than one-third of farm family incomes. Farm families are subsidizing the system with their off-
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farm jobs. When agricultural
supply chains break down,
farmers bear the brunt of the
costs. For rural people, the
supply chain is a one-way street,
where the results of their work
and the value of their crops and
livestock disappear into the bank
accounts of distant multinational
companies. It is not surprising
that so many feel left behind.
Increasing economic disparity
leads to social instability and Source: Statistics Canada. Table 32-10-0213-01 Total income of farm families
disempowerment. by source of income

Canadian Farm Families' Income Sources - 2019

A case in point is fertilizer. Companies charging exorbitant prices blame supply chain issues, yet these
same companies are making huge windfall profits. In their 2021 annual report, Nutrien, Canada’s
largest fertilizer producer, notes “record financial results” and reports fourth quarter net earnings
nearly four times higher than a year ago.* CF Industries, the second largest producer, reports fourth
quarter net earnings nearly eight times higher than a year ago.® Yara International, also with
significant Canadian production capacity, reports that for its operations in the Americas, “EBITDA
[Earnings before interest, taxes, depreciation and amortization] excluding special items was 160%
higher than a year earlier, as increased nitrogen prices more than offset higher energy costs...”
[emphasis added].® In many cases, the companies posted these higher net returns on lower
production and sales volumes.

The same story is repeated in the annual reports of commodity traders’, seed and agro-chemical
corporations®, oil and gas companies®, railways®®, banks!! and pharmaceutical*? companies. All have
experienced supply chain disruptions related to the pandemic and climate change, yet have still been
able to increase their own profitability. Russia’s invasion of Ukraine, Canada’s tariffs on Russian
imports, and shipping disruptions will cause further impacts. Canada must ensure that multinational
companies do not use the war to take further advantage of farmers, workers and consumers.

Resolving supply chain vulnerabilities requires planning to prioritize resilience and stability instead of
putting all our policy eggs in the export maximization basket.

The Canadian philosopher Ursula Franklin discusses the differences between planning to maximize
gain versus planning to minimize disaster. She notes that planning to maximize gain assumes there is
a high degree of control over the parameters relevant to the plan, along with confidence in the
accuracy of their predictions about the future; planners seek to maximize efficiency and
effectiveness, and those with the power to plan exclude from decision-making those who are subject
to the plan. In contrast, planning to minimize disaster involves a profound recognition of context,
understanding that every response evokes a counter-response which changes the context which in
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turn must be taken into account when taking the next step. Planning to minimize disaster keeps
those planned for and about within the planning process, respecting their knowledge and judgement
about the situation. Planning to minimize disaster is participatory and democratic.

The common theme that runs through many disaster minimizing endeavours is the conviction
that ordinary people matter — in the way Schumacher meant when he called his book Small is
Beautiful: Economics as if People Mattered. — Ursula Franklin, The Real World of Technology,
1999, page 84

Our beef sector provides a good opportunity for the federal government to put needed limits on the
world’s largest corporations’ ability to maximize their own gain at the expense of our farmers and
consumers, and start building a more resilient, inclusive and equitable framework that will be less
susceptible to supply chain disruption.

In 1988 there were 119 federally inspected beef packing plants in Canada, all were 100% Canadian
owned, and the 4 largest beef plants killed 35% of Canada’s cattle®. Now just two companies, the
Brazilian multinational JBS and the US-based conglomerate Cargill, slaughter over 95 percent of our
cattle. They failed to prevent Covid outbreaks and deaths at their plants; cattle prices remain low
while grocery beef prices keep going up.

Meanwhile, there is a severe shortage of provincially licensed slaughter facilities all across Canada. In
2021 the monthly beef slaughter at federally inspected plants ranged from 237,270 to 322,254 head
while provincially licensed abattoirs killed from 14,556 to 18,233 head'. The lack of abattoir capacity
has created a bottleneck, preventing
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The federal government needs to work with provincial governments to develop domestic markets and
localized distribution systems with direct, fair and transparent distribution networks to ensure a higher
proportion of the food on Canadian tables is high-value food produced by Canadian ranchers and
farmers.

Federal agriculture policy needs to build in democratic governance, safety valves and surge capacity so
that, in our current and emerging context of intersecting crises, disruptions are manageable challenges
instead of full-scale disaster. True solutions will rebalance power and bring greater fairness and equity
into our food and farming system and will mitigate greenhouse gas emissions while implementing
adaptation measures. Taking this approach will not only increase Canada’s food security and improve
farm incomes, it will contribute to a more peaceful and just society.

The federal government can do this by providing the program, policy and regulatory support needed to
develop and sustain our domestic market, creating broader and more diverse supply networks while
retaining more of our high-value-food dollars within Canada.

RECOMMENDATIONS:

e Shorten supply chains by developing and supporting infrastructure needed for a thriving
domestic market;

e Create webs of interrelated production, processing, storage and distribution facilities to increase
resilience within the food system by providing multiple pathways exist to meet our needs;

e Use regulatory tools to rebalance power between large corporations and Canadians — farmers,
workers, consumers;

e Ensure regulators operate in the public interest to regain public trust and support well-being of
Canadians;

e Maintain, create and support institutions that provide stability, such as supply management and
single desk marketing, to ensure there is capacity to plan and manage unexpected
circumstances;

e Build strong 21st century public institutions to lead farm and food system emissions reduction
and climate adaptation. A Canadian Farm Resilience Agency (CFRA) could coordinate efforts to
reduce emissions in agriculture and help farmers adapt to climate change impacts.

All of this respectfully submitted by
The National Farmers Union
March 2022

The National Farmers Union is a voluntary direct-membership, non-partisan, national farm organization
made up of thousands of farm families from across Canada. Founded in 1969, the NFU advocates for
policies that promote the dignity, prosperity and sustainable future of farmers, farm families and their
communities.
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