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® (1530)
[Translation]

The Chair (Mr. Kody Blois (Kings—Hants, Lib.)): I call this
meeting to order.

Welcome to meeting No. 88 of the House of Commons Standing
Committee on Agriculture and Agri-food.

I will start with a few reminders. Today’s meeting is taking place
in a hybrid format. The proceedings will be made available via the
House of Commons website. Just so you are aware, the webcast
will always show the person speaking, rather than the entirety of
the committee. Needless to say, dear colleagues,screenshots or tak-
ing photos of your screen is not permitted.

I'd like to begin by noting the presence today of Mr. Zuberi, who
will be replacing Mr. Carr, and Mr. Boulerice, with whom Mr. Mac-
Gregor may perhaps be sharing his speaking time. Welcome to the
committee.

Pursuant to Standing Order 108(2) and the motion adopted by the
committee on Thursday October 19, 2023, the committee resume
its study of efforts to stabilize food prices.

I would now like to welcome the first witness with us today,
Mr. Eric La Fléche, President and Chief Executive Officer of Metro
Inc.

Thank you very much for being here in person,Mr. La Fléche.
You have five minutes for your opening address.

Mr. Eric La Fléche (President and Chief Executive Officer,
Metro Inc.): Thank you, Mr. Chair.

Good afternoon, ladies and gentlemen.

At Metro, we are very concerned about the impact of rising food
prices on our customers. Needless to say, we are very much mind-
ful of this situation.

That's why we take steps every day to give our customers the
best possible value, in response to their various and constantly
changing needs. Our customers expect no less from us.

[English]

Across all our banners, our teams work tirelessly to deliver the
best possible value to our customers with competitive pricing, our
full range of private label products, efficient weekly promotions
and our loyalty programs.

Every week, we offer promotions on more than 10,000 products
across our food banners, generating significant savings for our cus-

tomers on one-third of our inventory. This is not a new practice, but
rather how we continue to earn and gain long-term customer loyal-
ty.

[Translation]

As a publicly-traded company, Metro is in competition every day
for customers, talent, and capital in an open and highly competitive
market.

Customers are central to every decision our companies make un-
der each of our banners, and in the 975 grocery stores in our net-
work. That's why our business strategies have generated an increase
in market share over the years, and particularly in recent months. It
shows that we have earned the confidence of Canadians.

[English]

By now, I hope everyone in this room knows—and experts over-
whelmingly agree—that global market forces far outside the control
of grocers are driving food price inflation.

According to Statistics Canada, food prices have stabilized over
the past few months while food price inflation has steadily declined
over the past six months. Moreover, food inflation in Canada con-
tinues to be the second-lowest amongst G7 countries and has been
since September 2022.

Metro's fourth quarter fiscal 2023 results show that our internal
food basket inflation decelerated to 5.5%, which is approximately
2% lower than the food inflation reported by Statistics Canada.
This is a key metric of customers' actual behaviour, which we have
been monitoring for years.

In short, our efforts are having an impact and food prices have
stabilized, but price stabilization is not simply achieved overnight
nor is it the exclusive responsibility of grocers. Metro stands at the
end of a very long supply chain that continues to experience insta-
bility. We are already facing pressure for cost increases in the new
year, so all players must remain actively engaged.

[Translation]

The fact is that we work in an industry that has the lowest profit
margin in Canada, at under 5%.
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We have to deal with tens of thousands of price increases from
our suppliers every year, but we do so as gradually as possible, ab-
sorbing some of the costs and working tirelessly every day to pro-
vide the best possible value.

[English]

In our highly competitive industry, Metro fights hard every day
to earn our customers' business, trust and loyalty. That's why, when
I met with Minister Champagne three months ago, I committed that
our team would continue to work to deliver the best value possible
to help our customers because that's what our customers demand of
us.

Secondly, to continue to enhance consumer trust and ensure a
more resilient supply chain, I committed that Metro would adopt
the industry-led grocery code of conduct once it's finalized.

® (1535)
[Translation]
Our team played a leading role in developing the code of con-

duct, and we are convinced that the buy-in of all our grocers and
suppliers is essential to its success.

We made these commitments to the minister and the government,
but in particular to the Canadians who choose to shop with us, and
we will continue to meet these commitments every day.

[English]
Thank you. I look forward to your questions.
[Translation]
The Chair: Thank you very much, Mr. La Fléche.
We will now move on to the questions.

Ms. Rood, you have the floor for six minutes.
[English]

Ms. Lianne Rood (Lambton—Kent—Middlesex,
Thank you, Chair.

CPC):

Thank you, Mr. La Fléche, for being with us today. You just
mentioned in your opening statement that you are in favour of the
grocery code of conduct. Thank you for being a part of that, be-
cause I know it will have a very good effect on the relationships be-
tween our suppliers and our grocers.

Mr. La Fléche, you mentioned that the Prime Minister sum-
moned you to Ottawa. You've said publicly that you've given the
government a list of recommendations. What specific recommenda-
tions did you ask the government to initiate? How many of these
recommendations have been acted upon?

Mr. Eric La Fléche: As I said in my opening statement, the
commitments I made to the minister at that meeting were to contin-
ue to deliver value as best we can to our customers every day. We
did this before and we continue to do it today, and I think with
some success. The second commitment we made was to sign this
code of conduct, which is close to being finalized.

Those were my commitments. I think our company has delivered
on them. Judging by our performance and our sales and our grow-
ing market share, I think it resonates with our customers.

Ms. Lianne Rood: We heard at the last committee meeting that
some retailers have some issues with the code of conduct. Is there
anything that's stopping you from signing the code of conduct right
now?

Mr. Eric La Fléche: Well, we said publicly that we're willing to
sign the version that's on the table today. We participated in it. One
of my colleagues is on the working group along with several other
people—retailers, suppliers and association representatives.

The code as it stands is something that we can sign. It reflects
how we conduct our business with our suppliers. It's something that
we can live with and are willing to sign. I've said that for a little
while. Hopefully, we'll get there.

Ms. Lianne Rood: Thank you.

When your store was before this committee last spring, I brought
to the attention of your company some of the unfair practices of
your company and the penalties that it was charging farmers and
suppliers. Has your company made any changes to the way it deals
with farmers and small suppliers, to this point?

Mr. Eric La Fléche: We have good relations with our suppliers
and farmers in general. The terms of our agreements are clear. If
there are any penalties—and these are in a very small minority of
cases—they are per the terms of the agreements. We have not
changed the way we conduct our business. I think we have good re-
lations with those vendors.

Ms. Lianne Rood: Earlier this year, the Minister of Environment
and Climate Change proposed a P2 plastics ban. To those watching
at home, it's a new plastics ban; it's not something from the old ban,
but will prevent produce from having plastic packaging.

We heard in the last meeting that it could cost upwards of $6 bil-
lion down the supply chain, which would ultimately fall on con-
sumers. The price of food would go up if this plastics ban were to
go ahead.

Did your company participate in the consultations for the pro-
posed plastics ban for fresh food? Do you believe consumers will
see an increase to the price of food if this plastics ban is imposed?
As well, do you think the timeline is achievable?

Mr. Eric La Fléche: In answer to your first question, we did
participate through the Retail Council of Canada, which we are ac-
tive members of. Representations have been made. Some concerns
have been shared. Any regulation or tax that increases costs along
the supply chain is a concern, especially in these inflationary times.

We have voiced those concerns, but it will be a government deci-
sion, at the end of the day.

Ms. Lianne Rood: Are you in favour of the proposed plastics
ban or are you opposed to it?
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Mr. Eric La Fléche: Well, we're all for the reduction of plastics.
We have a lot of initiatives at Metro to reduce plastic and reduce
food waste in our stores and throughout our supply chain. I think
we're doing a good job. We've made a lot of progress. There's a lot
of work to do.

I don't know all of the specific details and timelines of this par-
ticular initiative, but as we're all concerned about rising food prices
and price stabilization, I think it would be wise to consider the
timelines. I will let the policy-makers come up with those answers.

® (1540)
Ms. Lianne Rood: Thank you.

The government promised Canadians it would lower prices for
consumers at the grocery store by Thanksgiving. They broke that
promise.

We've heard in the media that stores like yours are going to put a
pause on increasing the prices of goods right now. That's standard
practice, as I understand, through the holiday season. I think you
said publicly that you're going to keep that into the new year. Once
that price freeze expires, what will consumers see at the grocery
store? Can they count on there being higher prices, once the reduc-
tions or freezes are off? You mentioned in your opening remarks
that suppliers have been asking for increases, because the cost of
goods is going up on their side of things when they supply grocery
stores.

Can we expect price increases in the new year, once the freeze is
finished?

Mr. Eric La Fléche: We are in the middle of the cost freeze—
the “blackout period”, as we call it in our industry. It will end at the
beginning of February. We are receiving demands for cost increases
from some consumer packaged goods companies. Our team in the
new year will deal with those. We'll negotiate as best we can to mit-
igate the cost increases they are asking for from us. It's likely that
increases will be accepted, if justified. Those increases will likely
be reflected at the retail level over time; it doesn't all happen
overnight. There are cost increases in the system that will likely be
accepted.

The timing and exactly how much both remain to be seen. We
can expect—and it is a concern—that there will be some normal in-
flationary pressure. In some cases, there will be more than normal
inflationary pressure in certain products over the new year.

We'll do our best to mitigate that for our customers.
The Chair: Okay.
Thank you very much.

[Translation]

Ms. Taylor Roy, the floor is yours for six minutes.
Ms. Leah Taylor Roy (Aurora—QOak Ridges—Richmond
Hill, Lib.): Thank you, Mr. Chair.

Good afternoon, Mr.La Fléche. Thank you for being here in per-
son.

[English]
I don't speak French very well, so I will switch to English.
I want to thank you for being here.

We have some concerns about Metro's level of enthusiasm for
the efforts our government is making to try to stabilize food prices.

First, I want to correct something for the record: Our government
never said that we were going to lower grocery prices by Thanks-
giving. Rather, we were working to stabilize them.

However, you expressed some concerns then about whether or
not this would work. You repeated that today. I must say that I was
disappointed when I saw Metro's submission to the committee of
your plan to try to take action on this—without your going into de-
tails, because we all know it's confidential. It was not very robust.
Let's put it that way, again.

I feel that you question the government's role in meeting with the
heads of grocery chains to try to address this problem, which is of
great concern. We realize, as many do, that there are global supply
chain factors causing this problem. When Canadians are suffering
so acutely and grocery retail profits—not margins but absolute
profits—are increasing, we feel that trying to work with the grocery
chains to come up with some solutions is the best way forward, as
opposed to imposing things.

I'm wondering why you feel there's nothing that can be done,
when other CEOs have said that these efforts have resulted in some
positive actions. They are doing things they weren't doing before.
Why do you feel this is something that's perhaps not worth the time
of Metro?

Mr. Eric La Fléche: Well, that's not exactly what I said.

What I said is that we take the process seriously. As we were be-
fore, and as we continue to be today, we're committed to delivering
value to our customers. That's our job. That's what we're paid to do.
If we don't do that, we lose customers. If we lose business, it's not
good for us.

We made two commitments: delivering value and signing the
code. We've lived by them.

Our merchandising efforts are in place in all of our stores, every
week and every month. We have programs that need to resonate
with customers. We have taken a lot of measures. We have—

Ms. Leah Taylor Roy: I'm sorry to interrupt you, but I read the
submission. | understand that you are committed to delivering the
best value for customers. That's what all the chains say. Of course,
you're competing. That's normal. It's business as usual, obviously,
for a profit corporation like yours. We understand that.
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However, these are extraordinary times. There's food inflation
because of many factors: the post-COVID economy, the war, sup-
ply chain disruptions and other sorts of.... People are really suffer-
ing. Grocery prices have gone up by extraordinary amounts. We
asked for something outside of the norm from the grocery compa-
nies.

All of you have to compete. What you gave us was the norm.
What we were asking for was something outside of the norm—
something that could help your customers and show Canadians the
grocery chains care about the struggles people are having today.

® (1545)

Mr. Eric La Fléche: We do care. I do care. It's a reality that af-
fects all Canadians—everyone—so we care. We have to care be-
cause otherwise we lose customers. Therefore, we have to come up
with programs that resonate with and provide value to our cus-
tomers. That's what our merchandisers do every week.

In special times you have to extra special effective merchandis-
ing if you're going to resonate with your customers, and I think
that's what our teams have successfully done.

You have heard of certain price reductions. We have certain price
reductions all the time.

Ms. Leah Taylor Roy: Excuse me, are you saying that you have
done things differently than you would have done otherwise during
this time?

Mr. Eric La Fléche: We adjust our strategies. Our commercial
strategies evolve constantly to meet customer needs.

It's never ordinary times in our business. It's very competitive,
and you have to react and be agile on your feet to gain customers,
and we do. We negotiate hard with our customers. We try to miti-
gate the impacts of increases that we suffer. We try to come up with
effective programs. We have good loyalty programs. We advertise
over 10,000 products a week. We have long-term EDLP programs,
savings programs, in all of our banners.

Ms. Leah Taylor Roy: Sorry, I don't have much time. I know the
programs that you have. They were in your submission. I really ap-
preciate it, Mr. La Fléche, but I'm just trying to understand.

Are you saying that you have had greater price reductions or
have tried to address the huge run-up in food costs that Canadians
are facing right now? Are you doing anything differently than you
would have had this not occurred, had we not had this huge food
inflation?

Mr. Eric La Fléche: We are delivering value to customers every
day. That's what we do. That's what we committed to doing and
that's what we keep on doing.

The Chair: Unfortunately, that puts us right at time.
Thank you, Ms. Taylor Roy and Mr. La Fleche.
[Translation]

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

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

Thank you very much, Mr. La Fleche, for having made yourself
available to us a second time.

I'd like to continue on the same topic. The minister, Mr. Cham-
pagne, implied that the meeting with grocery store heads had been
productive.

Can you tell us exactly what more you have done since this
meeting? Have you, for example, made any changes to your prac-
tices following the meeting with the minister?

You've been saying from the outset that you are continuing to
take action, and I understand that, but has anything actually
changed?

Mr. Eric La Fléeche: As I explained to the minister, and as we
noted when we were listing the things we were doing for our con-
sumers, we are trying to offer products that are the best possible
value in a difficult context. We are very much aware of the fact that
our customers have been affected by inflation. If we are to succeed,
we have to meet their needs and they need to get value for their
money. They need to be offered good products at the lowest possi-
ble prices, week after week, in all our stores, under our various ban-
ners.

As 1 just explained to Ms. Taylor Roy, things are constantly
changing in an extremely competitive and highly dynamic market.
We adapted our business strategies to this context to become more
relevant and to offer as much as possible to our customers, as we
always do.

Mr. Yves Perron: I understand that you've always done that and
that you are continuing to do so. At the end of the day, the meeting
with the minister, Mr. Champagne, has not changed much, as far as
I can see.

I'd like to talk about the code of conduct. I like what you said
about this, but would just like to confirm the information I have.

You've been continuously and constructively involved in the dis-
cussions and your company is ready to subscribe to the code. Is that
correct?

Mr. Eric La Fléche: Yes.

Mr. Yves Perron: Great.

How do you interpret the fact that some companies not at the ne-
gotiation table said at the last minute that they would not subscribe
to the code? What would happen if none of the companies bought
into it?

Mr. Eric La Fléche: As I said before, for an industry code of
conduct, all those involved, and particularly the major players, need
to subscribe.

We think that this code reflects the market conditions in which
we are operating and how we work with our suppliers. We hope
that some of our competitors who have been hesitating will agree to
the conditions. I know that the code contains a lot of legal clauses. |
won't comment on any specific clauses, sections or paragraphs, but
overall, we are happy with this code. It's not perfect, but we think
that it's a good starting point.
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® (1550)

Mr. Yves Perron: You believe that this code will have an impact
on price reductions in the medium and long term, right?

Mr. Eric La Fléche: No, I didn't say that.

The purpose of the code is not to regulate or manage prices or
inflation. Its goal is to increase transparency in relations between
the suppliers and us, the retailers. I think the proposed wording
does that. It reflects Metro's current practices, which would contin-
ue to apply in future.

Mr. Yves Perron: Can we at least expect some price stabiliza-
tion, or is that a secondary factor?

Mr. Eric La Fléche: No, the code is not among those factors
that have an impact on prices. The code has to do with managing
relationships. It determines who can do what and when they can do
it. It establishes conditions and other things like that. The code does
not address the prices of raw materials.

Mr. Yves Perron: So the goal of the code is also to increase
transparency within the industry and in relations between the vari-
ous players.

The last time you appeared before the committee with a number
of other grocery chain heads, you all said, when discussing your
profit margins, that the numbers didn't represent your profit margin
on your grocery sales, and that your net profit margin had remained
the same. When we asked you to break down your profits, you all
said that we couldn't have those numbers because your firms were
in competition with one another. I asked you, and the others, if you
were going to provide these figures to the Competition Bureau so
that they could study them, and everyone said yes. Feel free to cor-
rect me if I'm wrong, but I'm pretty sure I've got that right.

However, in the first few pages of the report that the Competition
Bureau published afterwards, it complained that it hadn't received
all the figures.

Did your company provide the requested figures?

Mr. Eric La Fléche: We worked with the Competition Bureau
and gave it the figures it had requested. We may not have given
them all the figures, but those to which you are alluding, meaning
our profit margins for the food sector and pharmacy operations,
were provided.

Mr. Yves Perron: So you kept your word in this regard.

Why do you think some did not do so?

Mr. Eric La Fléche: I can't speak for the others. I don't know
what they were specifically asked to provide.

The Competition Bureau asked us for all kinds of information.
We weren't able to provide some of it, because we didn't even have
that information ourselves. However, as I just mentioned, we pro-
vided the Competition Bureau with information about our profit
margins for the food sector and pharmacy operations.

Mr. Yves Perron: Thank you.
In any event, it's being worked on now. There's a bill that would

increase the powers of the Competition Bureau to allow it to force
companies to provide figures. So that shouldn't happen again.

I'd like to ask you an additional question. In the same bill, there
is an attempt to identify the extent to which competition in the sec-
tor could be increased, for example by encouraging the entry of
new companies.

How would your company view potentially increased competi-
tion in the grocery chain sector? Would you be in favour of that?

Mr. Eric La Fléche: As I mentioned several times, we are in a
highly competitive industry that has some very large firms, some of
which are international. There are also many local independent
companies representing every nationality. The industry is a free
market. There are no regulatory barriers to entering our industry.
Competition is a good thing and there's a lot of it. So any compa-
nies that want to enter this market are free to do so.

Mr. Yves Perron: So according to you, increased competition
would not be a negative factor.

Mr. Eric La Fléche: Competition is never negative. Everyone
improves when there's competition.

Mr. Yves Perron: We agree on that Mr. La Fleche.

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

Mr. MacGregor, you have the floor.
[English]

Mr. Alistair MacGregor (Cowichan—Malahat—Langford,
NDP): Mr. Chair, just before I give my six minutes to Mr.
Boulerice my colleague, I just want to read a notice of motion into
the record. It goes as follows:

That given the recent opposed votes in the House of Commons to Supplemen-
tary Estimates (B), specifically vote 1b in the amount of $16,108,492, vote 5b in
the amount of $11, 383,559, and vote 10b in the amount of $34,211,000 for the
Department of Agriculture and Agri-Food, and vote 1b in the amount

of $19,763,134 for the Canadian Food Inspection Agency; the committee under-
take a study to examine the effect negative votes on these supplementary esti-
mates would have had on food safety, market access, and on farmers, ranchers,
and producers; that the Parliamentary Budget Officer be included as a witness to
provide analysis of these effects; that the committee report its findings to the
House; and, [that] pursuant to Standing Order 109, the government table a com-
prehensive response to the report.

With that, I will give my six minutes to Mr. Boulerice.
® (1555)
[Translation]

Mr. Alexandre Boulerice (Rosemont—La Petite-Patrie,
NDP): Thank you Mr. MacGregor

Thank you Mr. Chair.

Mr. La Fleche, thank you for being with us today to answer our
questions.

A few weeks ago, the minister, Mr. Champagne, took a great deal
of pride in saying that he had summoned you to Ottawa to tell you
to stabilize prices or make an effort to help people struggling with
the rising price of food.



6 AGRI-88

December 11, 2023

A few weeks later, you gave an interview on TVA in which you
admitted rather frankly that it had not had any impact on your prac-
tices, prices, or discounts. It was around Thanksgiving and turkey
was on sale, just as it is every year, and you pointed that out.

If this meeting with Mr. Champagne hadn't had any impact, and
people hadn't benefited in any way, is it because the minister was
not very convincing or because he didn't have the authority to com-
pel you?

Mr. Eric La Fléche: With respect to the meeting with the minis-
ter, Mr. Champagne, we understand his intentions. Everyone is af-
fected by the rising price of food. The government has spoken to

the major players in the industry about how prices might be stabi-
lized.

When I was at that meeting, I made two commitments. I said that
we were working hard every day to keep prices as low as possible
in all our stores and for all our corporate banners, and also to keep
inflation as low and as stable as possible, in addition to providing
our customers with the best possible bargains. We were doing that
before the meeting and we are still doing it now.

Mr. Alexandre Boulerice: So the meeting didn't have any im-
pact. You work hard every day to keep prices as low as possible to
the best of your ability.

Mr. Eric La Fléche: I didn't say that.
Mr. Alexandre Boulerice: No, but that's what I'm saying.

Mr. Eric La Fléche: I told you what I said to the minister. I
made two commitments, to provide value to our customers, because
we are very much aware of the importance of doing that, and to
sign the grocery chain code of conduct. Those are the commitments
that I made and we kept to them.

Mr. Alexandre Boulerice: So that's what you were doing before
and that's what you've been doing since.

Let's say that one of my children wanted to work in a Super C or
Metro store. What's the starting salary for a cashier at Metro?

Mr. Eric La Fléche: it's slightly higher than the minimum wage.

Mr. Alexandre Boulerice: So would you say it's around $15
or $16 per hour?

Mr. Eric La Fléche: The minimum wage is $15, and it's a little
higher than that.

And on that score, I'd like to say that our employees are gov-
erned by collective agreements.

Mr. Alexandre Boulerice: I am well aware of that.

Mr. Eric La Fléche: Our corporation is largely unionized. About
95% of our employees are in a union. Their wages are governed by
negotiated collective agreements and our wages are competitive.

Mr. Alexandre Boulerice: Speaking of salaries, what was your
total pay in 2022?

Mr. Eric La Fléche: I can't see how that's relevant to the subject
under discussion today?

Mr. Alexandre Boulerice: Your pay was $5.4 million with an
increased bonus of 15%. You earn approximately 155 times the av-
erage wage of a cashier who works for you. Don't you find that
somewhat obscene?

Mr. Eric La Fléche: No. My pay is something you have to talk
to the Board of Directors about, because I'm in a poor position to
talk about my own pay.

Management pay at Metro is normal and competitive. We are a
rather large enterprise.you have to attract talent to manage the com-
pany. The salaries paid at Metro are competitive. In fact, they are
slightly below the median for our reference group. So there is noth-
ing at all to be embarrassed about in terms of management pay.

Mr. Alexandre Boulerice: You can't imagine the frustration of
people who have trouble paying for their groceries and seeing the
kind of money being paid to CEOs like you. There are people who
make difficult choices and have to deprive themselves of certain
things, who see annual salaries of $5 million or $8 million, or
15% bonus increases. | represent people who are in serious difficul-
ty at the moment. They see your overall pay and don't find that
you're making much of an effort.

Mr. Eric La Fléche: I understand that people can be having a
rough time, and I understand that these are large amounts. Nobody's
saying that it's not a lot. These are large numbers, but it's competi-
tive pay. We’re in a competitive market.

Yes, I understand what you're saying, and I understand that peo-
ple who are struggling find that it's a lot of money, but at the head
of the company, people have to be paid properly.

Mr. Alexandre Boulerice: When three food chains controls ap-
proximately 75% of the whole Quebec market, can it really be
called competitive?

Mr. Eric La Fléeche: No, I disagree with what you're saying. The
percentages vary, but it's more like five major companies that hold
70% to 75% of the market.

Mr. Alexandre Boulerice: You're including Costco and Wal-
mart.

Mr. Eric La Fléche: Five companies hold approximately 70% of
the market, but things have to be considered market by market,
province by province, and geographical area by geographical area. I
can assure you that there's a lot of competition in each of these mar-
kets. When you look at national statistics, it gives you an overview,
but the market is highly competitive. We’re competing against
global companies like Walmart, Costco and Amazon, in addition to
some major Canadian firms and all kinds of independent business-
es.

I completely reject any supposition to the fact that our industry is
not competitive.

® (1600)
The Chair: Thank you very much, Mr. La Fléche.

Thank you very much, Mr. Boulerice.

Mr. Barlow, you have the floor for five minutes.
[English]

Mr. John Barlow (Foothills, CPC): Thank you very much, Mr.
Chair.

Thank you, Mr. La Fléche, for being here with us today.
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My colleague asked this question earlier on, but I just want to
dive a little deeper into it. You said in the Quebec media that when
you met with the Prime Minister or the Minister of Industry the
grocery CEOs provided the government with a list of recommenda-
tions on steps that the Liberal government could take to try to help
reduce food costs and be a partner in this effort. However, you said
that the government has not followed through on those recommen-
dations.

I believe you said that in answer to my colleague, but if I'm in-
correct, please correct me. Can you tell us specifically what recom-
mendations you suggested to the Liberal government on steps to
take to help reduce food costs?

Mr. Eric La Fléche: 1 will correct my statement to Madam
Rood. We did not make firm recommendations to the government
to reduce food costs. Government plays a role... On regulations,
employment laws and immigration, yes, we made general recom-
mendations, but we didn't come back and say that the government
didn't respect those commitments. We didn't say that, so I don't
know....

Mr. John Barlow: Sir, from your comments in the media, you
were saying that the government had not followed through on tak-
ing steps.... I'll try to find the direct quote, but I did see that.

Mr. Eric La Fléche: No, I'm sorry, but I don't think I said that.
Mr. John Barlow: Okay.

Has Metro done an analysis or anything specific regarding the
cost of the carbon tax on your brand, the Metro brand, in increasing
energy bills, transportation, heating and cooling costs, all of those
types of things? Have you done an assessment on what the cost of
that is to Metro?

Mr. Eric La Fléche: No, we have not done a formal assessment.
As far as I know, we don't pay a carbon tax today. If carbon taxes
are put into effect, we will be impacted by them because we are at
the end of a long supply chain, so producers along the line who pay
it will have cost increases and will ask for their prices to us to be
increased. Like any tax or regulation that increase costs, that could
and probably will have an impact on retail price inflation.

Mr. John Barlow: Why would you think Metro isn't paying car-
bon tax? You have stores in Ontario, which would be paying carbon
tax on energy. When you're getting deliveries on products—

Mr. Eric La Fléche: We pay our energy bills, we pay fuel. I
don't have a specific carbon tax component. We pay taxes—

Mr. John Barlow: I'd encourage you, Mr. La Fleche, as CEO of
Metro, to take a look at those bills. They will have an element
specifically telling you what your carbon tax is on every single de-
livery and on your heating bills in your stores. I think it would be
important for Metro to understand the costs you are being burdened
with. I'm assuming those additional costs you're having to pass on
to consumers; this isn't something Metro would be "eating", I
would think.

Mr. Eric La Fléche: Energy bills in Ontario have declined a lit-
tle bit over the last year, so that's why I'm not seeing the carbon tax
specifically, but I'll make a note of it and we'll get back to you.

Mr. John Barlow: Thank you.

What would be the impact, as my colleague had asked you earli-
er, of the plastics ban? This isn't a matter of increased costs. One
other consequence of this from what we understand is that a num-
ber of items would no longer be available. United States' produce
companies, for example, would refuse to meet these new regula-
tions and would just no longer export to Canada. I'm thinking of
bagged salads, peppers, cucumbers, those types of things.

Have you done an assessment of that and what the consequences
of it would be in terms of your not being able to bring in produce
from the United States as a result of the new plastics ban? Again,
this isn't the single-use plastics; this is plastics for fresh produce.

Mr. Eric La Fléche: I don't have a specific answer or analysis
on that specific category. As I said earlier, it could add to costs and
it could increase food waste, so through the RCC we made our con-
cerns known to the government and we'll leave it to the policy-
makers to make the decisions.

Mr. John Barlow: When the Prime Minister initiated this and
brought in the CEOs—which this committee in fact did six months
earlier, so this was not anything abnormal—he said:

If their plan doesn’t provide real relief for the middle class and people working
hard to join it

—so I would say this isn't just about freezing prices, but price re-
duction, ensuring there's relief in that respect—

then we will take further action, and we are not ruling anything out including tax
measures.

If the government were to increase taxes on you—a windfall tax
or something along that line—as a way to try to force you...is that
something that a grocery retailer such as Metro would just absorb,
or would tax increases have to be passed on to consumers?

® (1605)
Mr. Eric La Fléche: We think this is a bad idea and it will do

nothing for food price inflation, so we're against any specific tax
like that.

The Chair: Thank you very much, Mr. La Fléche and Mr. Bar-
low.

We'll now turn to the pride of Malpeque, Mr. MacDonald

It's over to you.

Mr. Heath MacDonald (Malpeque, Lib.): Thanks, Kody.

Mr. La Fléche, I want to start where my colleague ended. We've
had over the past two or three years some extreme climate changes
and we're starting to see the general public being affected in many
different ways, including our farmers, producers and manufactur-
ers, whether it be by supply chain issues or weather, what have you.
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If initiatives are put in place to help reduce climate change and
our GHG emissions and so on, and if an organization as big as
Metro didn't apply or at least try, would that have any effect on
your business?

Mr. Eric La Fléche: Climate change is a big factor and has an
impact on the cost of many food products. That's a fact. The severe
weather events that you referred to have contributed to food price
inflation, no doubt about it, over the past few years.

Again, climate change and the rules to fight climate change are a
bigger issue than ourselves. We will conform to all the laws that are
adopted by Parliament.

Mr. Heath MacDonald: You currently have a supplier code of
conduct. Are there any similarities between the development of the
grocery code of conduct with your supplier code of conduct? If
you're doing this partially for suppliers, I'm just wondering if there
are any similarities in what you've seen.

Mr. Eric La Fléche: Our supplier code of conduct deals with the
norms that our suppliers must follow on workplace safety and secu-
rity. It's just to make sure that we're dealing with the right compa-
nies. The code of conduct is how they treat their employees and
how they deal with us. There are some similarities, but the grocery
code of conduct that's before us is more on the terms between a
vendor and a retailer.

Mr. Heath MacDonald: We recently heard from one of your
competitors that the code of conduct would actually increase food
costs and would not have the desired effect. What's your opinion re-
garding the grocery store code of conduct in that regard? Is there an
effect there, or is it too early to determine?

Mr. Eric La Fléche: Like I said to an earlier question, we don't
think the prices or the costs that we will negotiate with our vendors
will change with or without the code. We don't have the same read-
ing as one of our competitors has on the inflation risk caused by the
code itself. That's our position.

Mr. Heath MacDonald: Getting back to suppliers, has there
been any communication with your suppliers relevant to the gro-
cery code of conduct?

Mr. Eric La Fléche: 1 have not communicated with them my-
self, but they are part of the working group that we belong to with
others. Their association representatives are members of that work-
ing group, and so are, I think, a few representatives of large CPGs.
They participate in the development of that code.

Mr. Heath MacDonald: So this is something that you're endors-
ing and that you're willing to sign on to.

Mr. Eric La Fléche: Yes.

Mr. Heath MacDonald: I know that you are speaking on behalf
of your board of directors. Has it been ratified at your board of di-
rectors' level?

Mr. Eric La Fléche: Our board is informed of these matters on a
regular basis. They're fully aware that we're willing to sign this
code. Yes, they have endorsed it.

Mr. Heath MacDonald: I want to go back a little bit to climate
change because I think its effects are going to be an integral part—
maybe not of the grocery store code of conduct, or maybe it will
be—of price increases from drought in California, for example, and

the rising price of romaine lettuce. We all saw that go to $8 or $9
dollars a head last year. How seriously are the grocery stores seek-
ing information or input on these outcomes?

Where are you with that? Do you have a research team, basically,
that's looking at how this is going to roll out in the future when we
continuously see climate change issues around the world? Canada's
not alone in this. Can you tell this committee what you guys are do-
ing to ensure that you're very aware of what's going to take place so
that your consumers won't be paying $8 or $9 dollars for a head of
lettuce from California.

® (1610)

Mr. Eric La Fléche: We don't grow the lettuce; we are a distrib-
utor and a retailer. We will source products at the most effective
cost possible. We're always looking for alternative sources of prod-
ucts, because there can be issues. There can be crop issues in cer-
tain parts of the world, so we have to seek alternative sources.
Those are market prices, and it's just a fact of the business market-
place affecting commodities like that.

Our responsibility is to try to source the products at the best cost
possible. That's what we try to do.

The Chair: We'll have to leave it at that, gentleman. Thank you
so much.

[Translation]

It's now over to Mr. Perron for two and a half minutes.

Mr. Yves Perron: Thank you very much, Mr. Chair.
Mr. La Fléche, I'd like to return to the code.

Loblaws is not at the negotiating table for the quote. When the
Loblaws representatives came and testified before the committee,
they told us that they felt represented by a retail organization, and
by you, who were at the negotiating table.

Did you feel that you are representing Loblaws at the negotiating
table?

Mr. Eric La Fléche: To my knowledge, two food retailers are on
the working committee: a representative from Metro and a repre-
sentative from Sobeys.

Mr. Yves Perron: But you are not representing Loblaws on this
committee.

Mr. Eric La Fléche: No, but it's a working committee that is try-
ing to find an acceptable solution for everyone. Basically, it repre-
sents the retailers.

Mr. Yves Perron: Okay.

According to you, the code won't have any impact on prices. And
yet, when the United Kingdom and Australia introduced one, it had
a medium-term impact on prices. So we can at least hope that infla-
tion might moderate somewhat from where we are right now.
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If you think the code won't have an impact on prices, why did
you tell the minister, Mr. Champagne, that you would treat that as a
commitment for controlling prices? I just want to understand what
you said.

Mr. Eric La Fléche: Allow me to repeat: the code was not de-
veloped to deal with price matters. It's more a matter of negotia-
tions between a supplier and a retailer.

We told the minister, Mr. Champagne, that we were making a
commitment to adhere to the code because he asked us to do so.
The minister said that it would be important for the confidence of
consumers for us to comply with the code, and we said that we
would. That's what we did.

Mr. Yves Perron: If I have understood then, you are continuing
with your usual practices and are adhering to the code, meaning
that there won't really be any changes with respect to prices.

What would happen if some of the companies were not to adopt
the code? You said earlier that in that case, it wouldn't work. But it
must work.

Do you think the government should force businesses to adhere
to a code? Do you think that would be possible?

Mr. Eric La Fléche: I'm still convinced that the industry stake-
holders will be able to find a solution. We’re almost there. Some
companies have reservations, but I'm going to let their lawyers do
their work so that a solution can be found. That said, I think that
we’re very close to getting there. I'm hoping that we can find com-
mon ground in order to implement a strong code developed and ad-
ministered by the industry.

Mr. Yves Perron: Over the coming weeks, what can consumers
expect in terms of price variations? How are things going at the
moment? Do you think inflation will continue to abate?

Mr. Eric La Fléche: We've seen that inflation has continued to
subside compared to last year. As I mentioned, prices have been
stabilizing. They are fairly stable now. I would even say they're
dropping slightly. Compared to last year, there is less inflation. For
three quarters now, inflation we've seen a fairly rapid decline in
each one. A rate of 5.5% was reported for the quarter that conclud-
ed at the end of September. For the next quarter, it will be the end
of December. The rate will carry over to the end of January and I
believe that it will be less than it was in the last quarter. The trend is
therefore downward, but a certain level of inflation will continue.

The Chair: Thank you very much.

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

Mr. La Fleche, the situation is very difficult in some neighbour-
hoods, including La Petite-Patrie, which I represent. The other day
I attended a spaghetti dinner organized by people in the neighbour-
hood to raise funds on behalf of the local food bank. Every month
this year, 870,000 Quebeckers went to food banks, which means
one out of every 10 people. That's an increase of 30% over 2022.
It's terrible.

Today, we are telling you that your practices haven't changed
since the meeting with the minister, Mr. Champagne, that the code
of conduct will not lead to transparency and although it might per-

haps boost consumer confidence, it won't have any impact on
prices.

From that standpoint, how are people who are struggling going
to be able to keep hoping that they'll be able to feed themselves
properly?

® (1615)

Mr. Eric La Fléche: I have a lot of empathy for these people.
We do in fact work closely with food banks, in both Quebec and
Ontario. Metro has been a major food bank partner for a very long
time. Demand has been stronger for the past two years, which we
find highly regrettable, and this has led us to make some much larg-
er donations.

The food bank clientele has been changing. Food insecurity is a
major societal issue. There are many reasons for this and they go
well beyond grocery prices. There is the cost of housing, interest
rates, and so on; you know them better than I do. The government
may have a role to play in countering food insecurity.

From where we stand as an industry stakeholder, we are striving
to keep prices as low as possible across all our banners. We are
opening discount stores. We're doing everything we can to meet
continually changing customer needs.

Mr. Alexandre Boulerice: Unfortunately, many of those who
use food banks have part-time or full-time jobs. That too is some-
thing new.

Over the past 23 months, the rising cost of food has systematical-
ly been higher than the average inflation rate. How can you explain
that? I know that it's a complicated question and that there is only a
minute left in my speaking time. In any event, the impression we
get is that general inflation can take a lot of the blame, because
food prices are increasing even faster.

Mr. Eric La Fléche: I'll start by saying that this gap is shrinking.
Food inflation is now much closer to the overall inflation rate.

There was certainly a gap. But then inflation is a world-wide
phenomenon. It's attributable to global factors like the war in
Ukraine, the price of wheat, the price of basic products, energy
costs, labour shortages and so on. They are known factors that have
created food inflation around the world.

Canada is not doing as badly as all that. It's too expensive and it
hurts, as we know. Canada nevertheless has the second-lowest in-
flation rate among the G-7 countries, after the United States. It's do-
ing much better than many European countries.

We are doing everything we can to give our customers the best
possible value, but our input costs have increased significantly over
the past two years and our profit margins haven't increased at all. |
think it's important to point that out. Our sales and our profits did in
fact increase as inflation was growing, but our profit margin per-
centage did not increase.

Mr. Alexandre Boulerice: Thank you very much.
The Chair: Thank you very much.
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Mr. Lehoux, you have the floor for five minutes.
Mr. Richard Lehoux (Beauce, CPC): Thank you, Mr. Chair.

Mr. La Fléche,thank you very much for coming today.

My first question is about the ban on certain plastics. A few of
my colleagues raised that issue earlier. It's important to know that it
will have a considerable impact on fruit and vegetable imports. The
concrete example given was plastic-wrapped cucumbers imported
into Quebec and Ontario out of season. Their shelf life decreases by
at least six days if they're not wrapped.

I'd like your opinion on what impact the plastic packaging ban
will have on the shelf life of vegetables. If it decreases by six days,
there will be a lot of food wastage. I would also expect that prices
would rise.

Mr. Eric La Fléche: I can't tell you how many millions or hun-
dreds of millions of dollars it would cost Metro. However, during
some consultations, we expressed our concerns through our associ-
ation, the Retail Council of Canada.

If the plastic ban you're talking about is going to increase our
costs, it will certainly cause a rise in inflation. And if it reduces the
shelf life of products and increases food wastage, that's not good
news. We work hard to reduce food waste. It's important to think it
through before taking action.

Mr. Richard Lehoux: According to a newspaper article, after
you met the minister, you said that the meeting wasn't necessary,
because you were already making the everyday efforts the minister
had asked you to. I would take that to mean that the meeting didn't
amount to much.

How do you react to the current desire to introduce a policy that
would place pressure on the entire food system, including your
company?

It bothers me when I hear that there was a meeting with the
CEOs of major food sector companies and that they're going to be
rapped on the knuckles if they don't do things properly.

® (1620)

Mr. Eric La Fléche: I'm sorry to repeat myself, but we are main-
taining our commitment to give our customers the lowest possible
prices for their money. We have always done that and are doing it
even more so during this inflationary period. We do our absolute
best to give our customers the best possible value. Allow me to re-
peat that we have followed through on our promise to the minister.

Mr. Richard Lehoux: Last week, I asked the grocery chain
heads who preceded us here at the committee to talk about the
repercussions of the agreements grocers have with their suppliers,
and to give us a standard template to look at so that we could see
what they request of their suppliers. At the outset, you said that
from your standpoint, there have been very few penalties, but that
there probably are some. Grocers are being pressured to lower their
prices, but I'm afraid that pressure might go too far and affect peo-
ple who, according to the testimony they gave here, are already
having trouble getting through this state of affairs.

Could you provide us with this kind of information,

Mr. La Fléche?

Mr. Eric La Fléche: The penalties we might levy or fees that we
might charge our suppliers when they don't deliver an order or de-
liver it late are known. They are specified in the contract clauses. If
suppliers are experiencing problems, we sit down with them and try
to find a solution. Sometimes we have to charge them fees, but |
can tell you that's not the case for most of our agreements.

Mr. Richard Lehoux: Would it be possible for us to see these
agreement templates?

Mr. Eric La Fléche: We don't disclose our agreements, but I'll
note your request and ask my colleagues to follow up.

Mr. Richard Lehoux: Earlier, in response to a question from my
colleague about the impact of the carbon tax, you said that you
hadn't done the calculations. I would nevertheless like you to pro-
vide figures to the committee on the potential impact it might have
on the prices of all food products. You might think that this tax
doesn't apply to Quebec, but it does, indirectly, because transporta-
tion is a key factor. When Quebec imports products from else-
where, the carriers have to pay the tax, so I would imagine they
would pass it on.

Would you agree on that, Mr. La Fleche?

Mr. Eric La Fléche: Yes. As I mentioned, all taxes that increase
costs, whether on carbon, plastic or anything else, will ultimately
increase retail prices. It may take a while, but it certainly has an in-
flationary impact.

As for the dollar impact of the carbon tax on Metro, we'll try to
give you a satisfactory answer, but I don't have that information at
hand.

The Chair: Thank you very much, Mr. La Fléche and
Mr. Lehoux.

Mr. Drouin, you have the floor for five minutes.

Mr. Francis Drouin (Glengarry—Prescott—Russell, Lib.):
Thank you very much, Mr. Chair.

Mr. La Fleche, I'd like to thank you for having agreed to testify
before the committee once again. I hope that we'll be able to leave
you alone afterwards, at least until the end of this session. For the
next Parliament, though, we might decide otherwise.

One of the reasons we are looking into this issue, and previously
heard from Metro and its four major competitors, is that they repre-
sent an oligopoly. In principle, these five major food retailers share
80% of the market.

I'd like you to explain whether it's a common practice for the in-
dustry to announce a price freeze in November. According to
Mr. Sylvain Charlebois, the five major players in the industry al-
ways announce a price freeze in November.
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Has Metro's behaviour changed? At a previous meeting, one of
your competitors told us that it would normally announce a price
freeze for certain products, but that this time, the price freeze ap-
plied to additional products.

I'm trying to understand why the five major retailers announce a
price freeze in November.

Mr. Eric La Fléche: I can't speak for the others, but at Metro,
we require our suppliers not to introduce any price increases during
a specified period. We will not accept any price increases from our
suppliers between November 1 and February 1, more or less. It's a
long-standing practice at Metro. I can't speak for the others, but I
know that other companies do this as well. However, I don't know
which of them do, or the periods for which they do so.

It's because we are busy with things other than negotiating with
our suppliers during this period. We want to provide good service
to our customers, at the lowest possible prices, and to ensure that
our stores are ready for the holiday season, which is a busy time.
As I said, it's a long-standing practice at Metro.

Because we won't accept price increases from our suppliers dur-
ing this period, prices remain stable in our stores, not for products
usually found around the store perimeter, like fruit, vegetables and
meat, which change every week, but for dry goods. That's good
news for our customers, because it keeps the cost of the food basket
more stable.

® (1625)

Mr. Francis Drouin: We spoke at length about the grocery store
code of conduct, and I know that Metro is in favour of it. Does the
fact that two of the other major grocery players say they disagree
with this code worry you?

Are you also concerned that one or more provinces might unani-
mously decide to introduce their own code? I know that there are
soon going to be some meetings on this. If they were to do so, the
regulatory framework for your activities would vary from province
to province. Is that a concern?

Mr. Eric La Fléche: It would, of course, be problematic if each
of the provinces in which we do business required us to follow dif-
ferent rules. We would prefer an industry-led code subscribed to by
all the industry players.

As I said earlier, I hope we'll be able to address the issues raised
by those who have reservations about the code. There have been
meetings, but no agreement yet. I think we need to continue to dis-
cuss it. The lawyers should be able to find legal terminology that
would keep everyone happy and make it possible for everyone to
subscribe to the code.

Mr. Francis Drouin: I know some lawyers, and am accordingly
aware that things can take a long time. Let's hope that the debate
won't take too long and that we can get some answers fairly quick-
ly. After all, it's been two years since we announced that there was
going to be a working group and that the industry said that it would
be able to come up with an agreement.

I know that there will be discussions between provincial and fed-
eral government departments. If over the next few months, the gov-
ernment feels that discussions have dragged on for two years and

decides to require you to comply with a code, would you or would
you not be in favour of that?

Are you still confident that the industry will come to an agree-
ment?

Mr. Eric La Fléche: I hope so. I think we're nearly there. People
are going to have to redouble their efforts to get it done. I believe it
would be a good thing for the industry, and that it would enable us
to move on to other things.

Mr. Francis Drouin: I know that you're under a lot of pressure
from the media, but I can assure you that we are just as concerned
about monopolies and oligopolies elsewhere in the food sector sup-
ply chain. I don't think that governments will end up having to get
involved, because I believe in the free market, but they will unfor-
tunately have to do something if a few players were to capture an
overly large share of the market. That's one of the reasons we are
here today.

I would have liked to have heard that the industry wants a code
of conduct, but sometimes all that's needed is a little shove. Thank
you for being one of the three major industry players to have agreed
to the code. I hope that the other two competitors will come to the
negotiation table as soon as possible.

Mr. Eric La Fléche: Thank you. Yes, we're all in favour of a
code.

However, as I've already said, I definitely deny any contention
that our industry isn't competitive. On the contrary, our industry is
extremely competitive.

The Chair:
Mr. La Fléche.

Thank you very much, Mr. Drouin and

Colleagues, the first part of the meeting has come to an end.

Thank you very much, Mr. La Fléche. I wish you a Merry Christ-
mas and thank you once again for being with us in person.

I will now suspend for a few minutes before we welcome the
second witness panel.

® (1625) (Pause)

® (1635)

The Chair: We will resume.

Once again, I would like to welcome the members of the com-
mittee.

In the second witness panel this afternoon, we have two repre-
sentatives of the Association des producteurs maraichers du
Québec: Patrice Léger Bourgoin, its General Manager; and Cather-
ine Lessard, its Deputy Director General. It appears that
Ms. Lessard is having some technical difficulty. I hope it can be re-
solved.

We also have Ron Lemaire, who is President of the Canadian
Produce Marketing Association. Mr. Lemaire is also having some
technical difficulty, which I hope the technicians can resolve.
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[English]

Next, we have from the Centre for Future Work, Jim Stanford,
economist and director.

We'll have five minutes for each of the opening remarks.

It's going to have to be Mr. Patrice Léger Bourgoin.
[Translation]

Before that, I would like to take a brief moment to note that
Mr. Lehoux' grandson is with us today. His name is Edouard, and I
believe he is a high school student.

Good afternoon, Edouard. It's a pleasure to have you with us.

I now turn the floor over to Patrice Léger Bourgoin for five min-
utes.

Mr. Patrice Léger Bourgoin (General Manager, Association
des producteurs maraichers du Québec): Ladies and gentlemen,
thank you for having us here today.

Any attempt to improve food price predictability is considered a
risky business at the best of times. However, the extraordinary
geopolitical, economic and climatic circumstances we're experienc-
ing these days—including the wars in Ukraine and Israel, sustained
interest rate increases and climate events that undermine farm pro-
duction—significantly undermine reasonable predictability in a
context of global supply-demand equilibrium.

However, we believe that there are initiatives that can be intro-
duced to support price stabilization efforts, and I will now describe
them.

Consolidation has sharply restricted wholesale channels in the
past 30 years or so. Since the number of independent grocery
stores, affiliated owners, regional brands and co-operatives has fall-
en precipitously, this consolidation has forced the industry to rein-
vent itself by establishing supplier relations strategies based on
billing miscellaneous costs and imposing fines and penalties. This
approach has inflated the revenues of retail chains in the food in-
dustry. It has also substantially increased suppliers' overheads, ob-
viously at consumers' expense. It would have been very difficult to
do that if the food trade industry hadn't become a monopoly over
the years.

Now that the damage has been done, it's time to apply some
remedies to mitigate the effects of that consolidation.

However, let's make one thing clear: consolidation doesn't neces-
sarily mean competitiveness. Even if the sector is extremely com-
petitive, consolidation has an impact on the sector as a whole. It's
very important to point that out.

The code of conduct is a good first step toward resolving the
power balance between big, publicly traded companies and SMEs,
most of which are family operations. We must not allow the two re-
tail chains whose representatives appeared last Thursday to scuttle
this promising initiative. What those representatives said was ap-
palling. We can't support those kinds of assumptions.

Access to a stable local market for fresh fruit and vegetable pro-
duction is essential to ensuring food price stabilization, since it re-
duces the number of stakeholders and supply chain costs.

The ability of Quebec's fruit and vegetable producers to compete
has been undermined to a troubling degree. While the business en-
vironment in Canada and Quebec should be comparable to that of
our competitors in order to ensure that local businesses are compet-
itive, that's unfortunately not the case. A study that we commis-
sioned last year, and that was funded by Quebec's Ministére de
I'Agriculture, des Pécheries et de 1'Alimentation, yielded a shocking
finding: the regulatory environment is undermining the ability of
Quebec fruit and vegetable producers to compete against their com-
petitors, particularly those in the United States and Mexico.

A favourable regulatory environment for our sector is a decisive
factor in businesses' ability to compete. Local products compete di-
rectly with imported fruits and vegetables, as Mr. La Fléche said a
few moments ago.

The federal and provincial governments must get involved in the
reassessment of risk management approaches for fruit and veg-
etable producers in a climate change context. All stakeholders
clearly need to understand their risk management responsibilities.
Wholesalers and retailers also face an increasing amount of risk.
Governments need to create an environment conducive to invest-
ments that increase risk resilience and the ability to adapt and trans-
form in response to climate shocks.

In conclusion, prices in the fruit and vegetable sector can be sta-
bilized through fairer relationships among producers: family SMEs,
the major retail chains and the wholesale industry giants. Greater
fairness among producer countries engaged in international market-
ing, in accordance with their respective regulatory burdens, is be-
coming essential to ensuring our country's food security. It is unac-
ceptable that fruit and vegetable producers are required to manage a
disproportionate amount of risk in the current climate change con-
text.

We would now like to offer a few observations.

First, if the five major food chains fail to comply with the code
of conduct, we suggest that an initiative be introduced in the next
few weeks leading to legislation that would provide a better frame-
work for commercial relations. Lawyers have been in talks on the
code of conduct from the get-go. Once again, we can address the
issues together with the legal experts, but we want to emphasize
that they've been involved since the discussions began.
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Second, we suggest that the government implement the recom-
mendation your committee made in its grocery affordability report,
that the reciprocity of standards be respected for imported products.
On that point, Mr. La Fléche said that he looks for the best possible
price, wherever in the world it may be. We contend that the Canadi-
an government also has a responsibility to ensure food security for
consumers by ensuring that Canadian standards are met for both lo-
cal and imported products.

We would also like to see the government launch an incentive
and support program for technological innovation and automation,
as stated in one of the recommendations in that report.

Lastly, we recommend that the government review agricultural
risk management programs in partnership with the industry and the
Government of Quebec.

The Chair: Thank you very much, Mr. Léger Bourgoin.
® (1645)
[English]

Mr. Lemaire, we are now going to give you a shot. Hopefully
this got figured out.

Why don't you say a few words and we'll see if it works.

Mr. Ron Lemaire (President, Canadian Produce Marketing

Association): Hello everyone.

Thank you for including me. I hope my volume is working for
the interpreters.
Is that strong enough for interpretation services?

The Chair: We're going to give it a shot.
You have five minutes, Mr. Lemaire.

Go ahead, please.
Mr. Ron Lemaire: Good evening, Mr. Chair, and committee
members.

On behalf of the Canadian Produce Marketing Association, I
want to thank the committee for the opportunity to talk about food
prices in Canada.

CPMA represents over 830 companies that are growing, packing,
shipping and selling fresh fruit and vegetables in Canada, which
drives $15 billion within the industry and across the country.

We are a unique entity that addresses the entire food system and
the complexity of how fresh produce moves—
The Chair: I'm sorry. I'll have to stop you there, Mr. Lemaire.

I think we're having issues with translation. There is no transla-
tion....

Now, it's okay, so we're going to keep going.

Go ahead, Mr. Lemaire.

Mr. Ron Lemaire: Should I start from the top or from where I
left oft?

The Chair: I know my colleagues know your subject matter
pretty well, so we'll let you keep going from where you were.

Mr. Ron Lemaire: Wonderful.

As noted by previous witnesses, there have been excessive cost
pressures on both the supply chain and the consumer. While the
produce industry is seeing market improvements, we are still seeing
parts of our system influenced by global markets and high-cost cen-
tres. As we saw last week, the 14th edition of Canada’s food cost
report by leading Canadian universities shows projected increases
to vegetables and other foods for 2024.

It is critical to understand that the food system is complicated.
There are no singular solutions to drive down food prices. Labour
costs across the supply chain continue to rise, production inputs re-
main high, and ongoing high interest rates, a high cost of borrowing
and the regulatory burden all play a factor in business. The chang-
ing climate is also an ongoing issue. The cost of adjusting our sup-
ply chains to meet this challenge is extremely important to recog-
nize.

As some on the committee are aware, I chair a global coalition of
fresh fruits and vegetables that is focused on addressing supply
chain issues. Earlier this year, we surveyed industry members on
the global impact of costs to their business. The numbers are dra-
matic. While these numbers are improving, they tell a complex sto-
ry of why Canadians are paying more for their fruits and vegeta-
bles. This is what we reported in Canada—packaging up 13%,
labour costs up 18%, plant material costs up 16%, cost of crop pro-
duction inputs up 21%, energy costs on average up 24%, and ma-
chinery and equipment up 20%. While retail wasn't included in this
survey, I have had conversations with retailers in Canada. Costs in
their operations are up as well.

While we are seeing food inflation slowly decline, these impacts
continue on both consumers and our sector. Our concern now is de-
clining fruit and vegetable consumption. In Q4 of 2023, we are see-
ing Canadians' daily consumption drop by a serving. If this contin-
ues, our data shows an increased cost of approximately $1 billion
annually to our health care system.

According to our numbers, we know that fresh produce typically
moves in the opposite direction of the consumer price index, or
CPI, and not inflation specifically. When the CPI dropped in Octo-
ber, I would have expected consumption to increase, but it was not
the case. Consumers are still reducing consumption, and this is a
concern. | think Mr. MacGregor talked earlier at committee about
the projected cost of food in 2024 increasing. We are very, very
concerned about where this is going.
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The Government of Canada needs to look at food as essential
and frame policy to support this. The regulatory burden with pro-
posed policy measures on packaging and heating costs are exam-
ples of driving up costs through poorly developed policy measures
that do not look at the unintended consequences.

Before closing, I would like to note the grocery code of conduct.
We have heard a diversity of testimony. As a steering committee
member and now interim board member of the code, I can attest to
the fact that everyone is working hard to reduce and stabilize food
prices. The process of developing a code has made all key industry
players talk to each other in a way that has not happened in the past
but is positive in terms of moving forward. We may not have a per-
fect solution yet, but we are years ahead from where we were in
2020. Trade associations continue to work on solutions for all.
While there is concern, I know, that not all major retailers are
around the table, we are still negotiating. I will tell everyone that it
is a negotiation, and we continue to do so.

In closing, we need to take a full food systems approach to find-
ing a solution to food inflation. There is no silver bullet. We have a
large geography to navigate. We have diverse urban, rural and re-
mote communities to serve. The path forward needs to recognize all
of these elements and consider all of the unintended consequences
that could develop through poor policy frameworks.

Thank you for the opportunity. I look forward to questions.
® (1650)
The Chair: Thank you very much, Mr. Lemaire.

We'll turn it over to Mr. Stanford for up to five minutes. Then
we'll get to questions.

Dr. Jim Stanford (Economist and Director, Centre for Future
Work): Thank you very much, Mr. Chair, and members of the
committee.

Food price inflation has slowed down in recent months, and this
is a very positive development, but it remains higher than overall
inflation. Food prices increased by 5.6% in the 12 months ending in
October, compared to general inflation of 3.1%.

In my judgment, an increase in profits collected at the retail stage
of the food supply chain has made a measurable and sustained con-
tribution to those continued high food prices. Supermarkets did not
cause the outbreak of inflation that followed the COVID pandemic,
but they did make it worse.

I have prepared a submission, which I believe has been distribut-
ed to the committee, with updated data regarding prices and profits
in the food retail sector in Canada. Let me briefly summarize the
main findings.

Based on profits realized in the first nine months of this year, net
income in the food retail sector will likely exceed $6 billion for
2023. That's up 8% from 2022 and sets a new all-time record.

Food retailers are now earning more than twice as much profit as
they did before the COVID pandemic.

Basic mathematics refutes the claim that you have heard from su-
permarket CEOs that they have merely been passing on higher in-

put costs to consumers. An industry cannot double its profits if it's
merely passing on higher expenses.

Measured as a share of total revenue, the net income margin of
food retailers also remains elevated. The sector-wide profit margin
was 3.3% of total revenue in the first nine months of 2023, again
more than twice as wide as it was in 2019. This profit margin is
widely misunderstood in popular discussions about food retailing.

Supermarket CEOs often describe food retail as a low-margin
business because final profits are a small percentage of total rev-
enue. This does not mean that food retail is not a very profitable in-
dustry, however. The margin merely reflects the fundamental input/
output structure of any business.

Food retailers generally do not process or manufacture the prod-
ucts they sell. They simply buy them from suppliers, add a mark-up
and sell them to consumers. Their business expenses are limited to
functions directly related to the stores they operate. It is thus natural
that profit margins relative to total costs, including the costs of
those already-made products, seem low.

In contrast, profit margins for other industries that undertake
more complex and vertically integrated functions like product de-
velopment and manufacturing tend to be higher as a proportion of
sales.

Businesses, when they are investing capital, evaluate investment
opportunities not according to which industry offers the widest
sales margin but rather the greatest return on invested capital, and
since grocery stores are not a capital or technology-intensive under-
taking, profits relative to the scale of capital invested in those stores
can be quite significant.

For example, in its latest financial report covering the first three-
quarters of 2023, George Weston Limited reported a net income of
about $2.7 billion over nine months, up 12% from the similar peri-
od a year ago. That may seem small relative to overall revenues,
but it's large compared with the invested equity base in the compa-
ny, which was $13.7 billion at the close of that period. That implies
an annualized return on equity over the first nine months of 2023 of
26.4%, so that is a very strong rate of profit by any definition. The
idea that grocery stores are a low-margin business is quite mislead-
ing.
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The sustained record profits in food retail contrast with profit
trends elsewhere in the economy. We have seen a decline in overall
profits in 2023, which rose substantially right after the pandemic
but have moderated since. The same goes, interestingly, for the
food processing sector, which also enjoyed strong profits initially
after the pandemic that have moderated since.

Finally, I would like to address the suggestions made by some
observers that high food prices are caused by Canada's federal-
provincial carbon pricing system.

There is no correlation in either historic data or international
comparisons between carbon pricing and food inflation. In Canada,
food price inflation was higher in years when increases in the na-
tional carbon price, which was phased in beginning in 2018, were
smaller, so statistically there's actually a negative correlation be-
tween changes in the carbon price and food inflation. U.S. food
prices grew faster than in Canada on a cumulative basis since the
pandemic, even though the U.S. has no carbon pricing system.

® (1655)

I'll leave it at that. Thank you, again, and I look forward to the
questions.

The Chair: Thank you very much, Mr. Stanford.
‘We now have Ms. Rood for six minutes.

Colleagues, we're only going to be able to have two rounds of
questions, so we'll have the six minutes and then the one after-
wards.

Go ahead, Ms. Rood, for six minutes.

Ms. Lianne Rood: Thank you, Chair, and thank you to our wit-
nesses for being with us today.

Mr. Lemaire, it's my understanding that Sobeys and Metro direct-
ly participated in drafting the grocery code of conduct, and helped
to shape it. I'm wondering if Loblaws, Walmart and Costco were
offered the same ability. If not, why would they choose the Retail
Council of Canada to represent them instead?

Mr. Ron Lemaire: It's a great question. Thank you, Ms. Rood.

The opportunity to be part of the discussion in the working group
and to provide input through the steering committee was given to
Loblaws and Walmart. They leveraged the opportunity to use the
Retail Council of Canada and other association channels that were
available to them.

At the very beginning, there was representation around the table
from Loblaws, and that opportunity was available throughout the
process.

Ms. Lianne Rood: Thank you very much.

We've been talking a lot in this committee, and I've asked several
people this question with regard to the proposed P2 plastics ban by
the Liberal government. We've heard that it's going to cost the in-
dustry $6 billion.

For the sake of those watching at home, can you tell us why the
new proposed ban on plastics could essentially cripple the produce
industry in Canada? What effect will it have on consumers in terms

of the availability of fresh produce in the grocery stores and the
prices that consumers see? What could we potentially see disappear
from grocery store shelves, meaning what could Canadians no
longer buy at grocery stores if this proposed ban goes ahead?

Mr. Ron Lemaire: This is very concerning, and I appreciate
your bringing this up on committee.

Ninety per cent of what packaging does, it does before the con-
sumer sees it. If this moves forward, the notice will remove all
bagged salads. It will remove all value-added...so all of the
clamshells of fresh-cut blueberries and strawberries, all of the prod-
ucts that you would get out of California—or shipped from Mexico
when we're not in season—would be removed from the market, just
because they wouldn't be able to make the journey. We wouldn't
have bananas in Canada, because bananas are shipped in a plastic
bag to Canada to control ripening and damage.

You would basically take out a significant portion of the market.
You would add an over 20% cost to produce that is available to the
market. You would change the dynamic. Even a locally grown
product coming out of the fields in Quebec, shipped to local retail-
ers, would have a reduced shelf life.

We would also see waste increase by 50%. We would see GHG
emissions double by another 22 million....

It's would be a dramatic impact to the industry and to the con-
sumer.

Ms. Lianne Rood: Mr. Lemaire, in your meetings with ECCC,
have they at all been open to your suggestions for pausing the time-
line for implementation of the P2 plastics ban?

Mr. Ron Lemaire: We have requested a pause and a regroup. |
know that the department is very focused on achieving a goal and
trying to look at what solutions would be available. The discussion
isn't about what the P2 notice looks like; it's about whether the P2
policy model is the right model. We don't think it is. We don't think
it's functional within a complex food industry. It's going to create
too many issues. We provided five recommendations to the depart-
ment, which they could use to effectively move forward.

Ms. Lianne Rood: I'm wondering if you could comment on how
the carbon tax affects the input costs of the suppliers you represent.

Mr. Ron Lemaire: Right now, if we're looking at the carbon tax,
we see that the issue is that the carbon tax imposes.... I'm going to
take the greenhouse industry, because it's one of the key industries
in our sector that relies on natural gas to heat; and because of the
nature and climate we live in, it's an essential part of their business.

Right now, the greenhouse vegetable sector is estimating a cost
of over $22 million annually due to the carbon tax. With the lack of
an exemption, which was denied in the bill coming out of the
Senate, they're looking at an expected rise to $82 million to $100
million by 2030.
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I appreciate the other witness providing his commentary. That
cost will be passed on. It won't be an immediate pass-on, but there's
no way the greenhouse industry can take on that burden of cost and
move forward. Many of them are already relocating their operations
to the U.S. and Mexico to satisfy production costs and competitive-
ness in the Canadian marketplace.

® (1700)

Ms. Lianne Rood: Mr. Lemaire, would you say it's harder to do
business in Canada, then?

What keeps potential suppliers out of the Canadian market?

Mr. Ron Lemaire: It's a complex question. It is getting more
complicated to do business. The challenge is beyond just the carbon
tax. It also includes looking at the cost of borrowing and interest
rates. The complexity and layering of regulatory burden on the in-
dustry is becoming a challenge. There are access to labour and the
cost of labour.

Adding all of these pieces together drives down the opportunity
to develop and invest in our own businesses. Many growers are
saying that they're not investing the way they would like to because
of the uncertainty of the Canadian marketplace.

The Chair: Thank you very much, Ms. Rood.
Thank you, Mr. Lemaire.

We'll have Mr. Drouin now for up to six minutes.
Mr. Francis Drouin: Thank you, Mr. Chair.

Mr. Lemaire, [ want to build on what you're saying.

Would you have some numbers to provide to committee in terms
of greenhouse investments in Canada versus the U.S., for instance,
which would be a comparable market?

A lot of the issues you brought up, like access to labour in the
U.S., are the same issues. Talking to our counterparts down there,
they also have worker programs and they face the same labour
crunch. There are the same issues in Europe, where they face the
same labour crunch.

I'm curious to understand—
Mr. Ron Lemaire: It's a combination.

Mr. Francis Drouin: Yes, it's a combination.

Mr. Ron Lemaire: It's the culmination. It's the energy and the
tax incentives for investment. A range of different elements link in-
to that shift of investment from one country to the other. You add in
the packaging. A range of elements come into play.

What was the second part of your question? The first was green-
houses.

Mr. Francis Drouin: You've said...a lot of your members are
now shipping down to the U.S. I'd love to see the comparable. If
that's in fact happening, that is concerning to me. I'd love to see
those numbers.

Mr. Ron Lemaire: I'm happy to sit down and also work with the
Ontario Greenhouse Vegetable Growers to look at where and how
those cost centres truly impact growth in the marketplace. My chair
was former president of BC Hot House.

Mr. Francis Drouin: Mr. Stanford, thanks for your presentation.
I know it's not your first appearance before this committee.

You have created a report that outlines the misconception that
every grocer that's been before committee has said, which is that
they are operating in a competitive landscape.

Do you believe that they are operating in a competitive land-
scape, when we're talking about the five major grocers that own
80% of the market share?

Would that be the definition of an oligopoly or would you say it
is a tremendous competitive landscape right now?

Dr. Jim Stanford: It does fit the definition of an oligopoly,
which is where the controlling share of a market is held not by one
company, but by a few companies. I don't think there's any question
about that.

Is it competitive? Oligopolies do compete with each other.
There's no doubt about that. They compete with each other in par-
ticular, limited ways that don't necessarily conform to the assump-
tions of competition as it's taught in economics textbooks.

There's not a black and white spectrum between competitive and
non-competitive. There are ways in which they compete with each
other, but there are ways in which they clearly don't.

I do think that the fact that this industry is so concentrated does
help to explain why its profits have remained at these elevated lev-
els postpandemic, while other sectors in Canada have seen profits
retrenched towards pre-COVID norms.

As some of those initial inspiring factors that cause the infla-
tion—things like supply chain shortages and even energy prices—
start to abate elsewhere, that has led to a slowdown in inflation and
reduced profits. In the food retail sector, profits continue to grow.
That is an exception.

® (1705)

Mr. Francis Drouin: The last time we had Mr. Weston before
committee in March, he said that their profits had increased, but
you have to look at their pharmaceutical side.

I don't think its a more noble cause...to find out that you've in-
creased profit margins from sick Canadians. I think it's disgusting.

Do you agree with that statement?

I know you haven't provided the entire analysis that you've done,
but do you agree that the profit margins have increased specifically
on food items?
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Dr. Jim Stanford: The data in my submission, sir, is from Statis-
tics Canada's industry-wide data in which companies are allocated
to different sectors based on their dominant business. It would in-
clude all the revenues and profits from supermarkets that happen to
sell some pharmaceuticals on the side, as well. In that regard, we
see that, as noted in my submission, the quantity of sales in real
terms has shrunk over the last two years of high prices. That would
include their attempts to diversify into other products, whether it's
pharmaceuticals, clothing or other things some of these chains are
selling.

Now, I am also puzzled by the logic of that argument. As a con-
sumer, I don't really care whether I was ripped off in aisle A with
the produce, aisle C with the packaged food or aisle F, where they
sell Tylenol and other over-the-counter pharmaceutical products. I
don't see that argument helping them.

If anything, the breadth of these companies' dominance not just
in one industry—food—but also in others further attests to con-
cerns about the corporate power this oligopoly is able to assert.

Mr. Francis Drouin: Thank you.

[Translation]

Mr. Léger Bourgoin, it's a pleasure to see you again. We often
meet each other via videoconference, although I was able to see
you in person the last time.

Would you please tell us how important the code of conduct is
for the fruit and vegetable sector in Quebec? I think you even sug-
gested that the government legislate on the matter, didn't you?

Mr. Patrice Léger Bourgoin: Yes, absolutely.

We negotiated for more than two years for a code of conduct that
suited retailers and suppliers. It's utterly unacceptable for two re-
tailers to express their disagreement at the last minute. If those two
request changes to the code's wording, then suppliers must have the
same privilege.

The negotiations were tough at times. It took an enormous
amount of goodwill and good faith on the part of all parties for
them to reach compromises acceptable to everyone. I think it's un-
acceptable to be reviewing provisions and entire swathes of the
code of conduct at 11:59 p.m. If there are a few superficial changes,
we'll consider them, but we definitely won't be starting a new round
of negotiations.

Mr. Francis Drouin: Thank you.
The Chair: Thank you very much.

Mr. Perron, you have the floor for six minutes.
Mr. Yves Perron: Thank you, Mr. Chair.

Thanks to the witnesses for being with us.

Mr. Léger Bourgoin, you ran through a number of recommenda-
tions in your opening statement. I'd like us to take a closer look at
them. If we run short of time, I'd appreciate it if you'd provide your
answers to the committee in writing.

First you said it was important that the government get involved
in risk management. Would you please expand on that idea?

Mr. Patrice Léger Bourgoin: We've made a choice, particularly
in Quebec, to practise human-scale farming, diversified farming by
fruit and vegetable producers who essentially belong to family
businesses. Until now, the risk has been entirely acceptable. How-
ever, in the context of climate change, it's less and less realistic, for
the economic survival of those businesses, to require producers to
bear virtually all of that risk.

I'm going to let my colleague Ms. Lessard discuss the various
changes we would like to see put in place.

Ms. Catherine Lessard (Deputy Director General, Associa-
tion des producteurs maraichers du Québec): Can you hear me
clearly? There was an issue with the microphone earlier.

Mr. Yves Perron: You can answer and we'll see if there's still a
problem.

® (1710)

Ms. Catherine Lessard: All right.

Yes, we'd like certain adjustments to be made to the risk manage-
ment programs to afford businesses a vision of the future. They
must be able to cope with climate change and the price swings that
may occur in the next few years.

There's the AgriStability program at the federal level. Without
going into the technical details, I'll just say that this program is
based on margin variations over a five-year period. Of course, cli-
mate change will cause more variations and, as a result, more than
one in five years will be bad. Consequently, we think a major
change has to be made to the AgriStability program to take climate
change into account.

The same is true of all the harvest insurance programs adminis-
tered by the provinces. Producers would also have to take out ex-
tended coverage, to deal with climate change, and possibly disaster
insurance coverage for extreme cases.

The purpose of these recommendations by the Association des
producteurs maraichers du Québec is to maintain future fruit and
vegetable activity. Stable fruit and vegetable operations necessarily
mean stable prices.

The Chair: Thank you very much.

Unfortunately, the sound quality is too bad for the interpreters.
I'm sorry, Ms. Lessard.

Mr. Yves Perron: May I continue with Mr. Léger Bourgoin in
that case?

The Chair: Yes.
[English]

I've stopped the time. I let her finish because I wanted to make
sure you had the answer, and some of our francophone colleagues,
but for our English colleagues, there was no translation. I let that
happen, and I used my discretion.

You have three and a half minutes left.
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[Translation]

Unfortunately, you won't be able to speak, Ms. Lessard, because
of the sound problem.

Mr. Yves Perron: I'll continue with you, Mr. Léger Bourgoin.

You're asking us to review the risk management programs. My
Liberal colleagues will tell you they've just been renewed until
2028. What's your answer to them?

Mr. Patrice Léger Bourgoin: We can say that, despite the fact
those programs have been renewed until 2028, climate change is at
our door and we have to be able to adapt in accordance with its
magnitude. Quebec suffered dramatic consequences this past sum-
mer, when we had record precipitation and a frost in June. Who
could have anticipated a frost in June barely a few years ago?
While southern Quebec was flooded, Abitibi, in the north, experi-
enced an unprecedented dry period.

Risk management programs have to be constantly reviewed to
deal with climate change, which not only affects both Quebec and
Canada, but the entire planet as well.

Mr. Yves Perron: You also talked about creating an environment
conducive to investments to improve risk resilience and innovation.
Would you please expand on that idea?

Mr. Patrice Léger Bourgoin: Climate change will obviously
bring on new farming practices. We have to work with the various
stakeholders, such as the scientists and the businesses that sell in-
puts, to adapt our farming practices to climate change.

This need to adapt practices, whether in irrigation or drainage,
for example, will encourage us to reconsider practices we've en-
gaged in for decades. We need to be financially capable of meeting
these challenges through innovation, but no SME can face those
challenges alone.

It's helpful to remind you, sir, that the average farm in Quebec
has to invest $500,000 at the start of the season before it can make
even a single dollar in revenue. And I mean revenue, not profit. It's
harder and harder for agricultural SMEs to meet that enormous
challenge.

Mr. Yves Perron: Mr. Léger Bourgoin, what will happen in the
next few years if we don't follow your recommendations, if we
don't revamp the risk management programs, if we don't facilitate
investment, if we don't take care of you and if we let you manage
the risks on your own?

The Chair: You have 30 seconds in which to answer.

Mr. Patrice Léger Bourgoin: Then Mr. La Fléche will have to
work very hard to source fresh fruit and vegetables from around the
world because we won't be able to produce them in Canada.

That situation has already occurred in Ireland, Mr. Perron. Last
summer, the Irish ran out of fresh fruit and vegetables. Grocery
store shelves were empty.

We have to prevent that kind of situation from occurring in Que-
bec and Canada.
® (1715)

Mr. Yves Perron: Thank you.

The Chair: Thank you very much, Mr. Léger Bourgoin and
Mr. Perron.

Go ahead, Mr. MacGregor.

[English]

Mr. Alistair MacGregor: Thank you very much, Mr. Chair.

Thank you to all the witnesses who are helping to guide our com-
mittee through this study.

Mr. Stanford, I'd like to start with you. We've now had four of the
CEOs reappear before our committee. What struck me when Mr.
Weston was here—and indeed with all of them—was the reason so
many people across Canada have such a lack of trust in the grocery
retail sector. It is that families from coast to coast to coast are strug-
gling, yet we see this corporate sector still doing quite well.

The reason it's such an emotional issue is that they are selling not
just any product; they are selling the necessities of life. I mean,
that's the thing where we're all equal. We all need to eat to survive.
Even when it comes to medications, that's still a reality. I know Mr.
Weston's salary is about 431 times that of the average employee.
None of the CEOs were able to tell this committee how many of
their employees are using a food bank just to get by, even though
they may be working full time.

I really appreciate how, in your handout to the committee, over
pages 2 and 3, you really illustrated the point that despite claims
this is a low-margin industry—and [ think it's a misnomer—it
doesn't necessarily reflect the fact that it's not a profitable business.
To simply explain it, you can have relatively the same margin over
a number of years, so that may look low or static, but in grocery
retail, it's doubled. You've shown that. Even so, if their gross rev-
enues are going up, that margin is still going to translate into a fair-
ly substantial profit. We've seen that when you compared quarters
year over year. Is there anything you wanted to add to that point
from your opening remarks?

Dr. Jim Stanford: Thank you, Mr. MacGregor.

I think the issue of the profit margin has been misunderstood and
perhaps deliberately misportrayed as a sign the industry is not prof-
iting from food inflation. We've heard the claim that, if you
buy $100 worth of groceries, only $3 to $4 of that actually goes to
the profits of the supermarket. We have to adjust that analogy to-
day, because a cart of groceries costs $200 now, not $100. There-
fore, only $6 to $8 of it goes to the profits of the supermarket. Still,
that makes it seem inconsequential, and it's not.
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First of all, as I noted, food retail is not a capital-intensive indus-
try, so the amount of invested capital in that sector is not high. It's
barriers to new entrants, including the market power of the compa-
nies that are already there and have consolidated their power
through all the mergers and acquisitions that have occurred over the
last generation, which were detailed in that Competition Bureau re-
port, and very helpfully. That's what keeps it so cozy as an
oligopoly, and it has allowed them to take advantage of the uncer-
tainty and disruption associated with the pandemic, and increase
their margins.

First of all, it's false that the margins didn't increase. Secondly,
even if they seem small, it's a large amount of profit relative to the
capital that's invested.

Mr. Alistair MacGregor: Thank you, Mr. Stanford.

I'm going to load up two questions here, just in the interest of
time.

You stated in your handout and your opening remarks that the
carbon tax absolutely pales in comparison with the profits in the oil
and gas sector as a driver of inflation. In previous handouts, you've
shown that oil and gas, over the last three years, has seen net profits
increase by over 1,000%.

Can you extrapolate, from those massive profits in oil and gas,
how that's affected food prices? I think we need to look a little up-
stream.

Also, I noticed you wrote a bit in your handout about how even
executives in the grocery retail sector are doing stock buybacks and
dividend payouts. I have a friend back in my riding of Cowichan-
Malahat-Langford who's looked at the financials of oil and gas. He
noted the oil and gas sector has shifted to a capital-discipline, flat-
growth and high-shareholder-return strategy. They too are using
their massive profits not to reinvest in industry or pay the Canadian
people but to send to shareholders. Those are the primary beneficia-
ries.

Do you see correlations in the grocery retail sector?
Dr. Jim Stanford: You're quite right, sir.

In fact, your initial question talked about the necessities of life
and this being one reason why Canadians are so upset about food
prices. However, there are other necessities of life, including hous-
ing, energy and other things we must buy. In many cases, compa-
nies were able to take advantage of the disruptions of the pandemic
to increase their own profits. You could say this is just how the
market works. Suppliers will charge what the market will bear. In
my own view, I think there are both ethical and economic reasons
to challenge the ability of companies with that market power to in-
crease prices in a moment of economic and social disruption.

Energy prices, initially, in the period up until mid-2022, were the
leading cause of inflation in Canada. The profits captured by those
companies made the supermarket profits look like spare change, re-
ally. They were enormous. Now energy profits have come back
down, in part because of the normalization of supply relationships.
Food retail profits have stayed quite high.

However, in both cases, they earned huge amounts of profit and
contributed significantly to Canadian inflation and the macroeco-

nomic after-effects of inflation, including the high interest rates
we're experiencing now. They have so much money that they liter-
ally don't know what to do with it. That's why, in the energy sector,
the food retail sector and some other sectors, you've seen a surge in
share buybacks by companies that are saying they're going to find a
way to pay this back to investors.

The federal government, of course, has a new modest tax on
share buybacks. I think that's a good idea, and I think it should be
expanded. Other measures should be taken to capture some of the
froth that is represented in those record profits in food retail, energy
and other sectors.

® (1720)
The Chair: Thank you very much, Mr. Stanford.
Dr. Jim Stanford: Thank you.
The Chair: Thank you, Mr. MacGregor.

You mentioned the word “froth”, Mr. Stanford. I'm going to be
want a beer after this committee.

Anyway, speaking of committee, we only have a few minutes
left, colleagues, so I'm going to try to keep it tight. I'm going to ask
for four minutes from the Liberals and Conservatives, and we'll do
two and a half each for the Bloc and NDP.

It's over to you, Mr. Steinley.

Mr. Warren Steinley (Regina—Lewvan, CPC): Thank you,
Mr. Chair.

I'll pass it over to my colleague Mr. Lehoux right after this.

I'd like to put the following motion on notice:
Given Canada’s Territories have disproportionately higher food prices due to
transportation costs and that the Carbon Tax makes everything more expensive
and that the Premier of the Northwest Territories has requested a complete ex-
emption from the Carbon Tax for his jurisdiction; the committee call on the gov-

ernment to immediately carve out the Northwest Territories from the Carbon Tax
to bring home lower food prices.

It's over to Mr. Lehoux.
[Translation]
Mr. Richard Lehoux: Thank you.
Thanks to the witnesses for being with us this afternoon.
Mr. Léger Bourgoin, you mentioned a lot of things at the outset.

For example, you touched on equitable relations between the par-
ties, retailers and producers; in short, among all the intermediaries.

You also discussed the importance of reciprocity of standards in
importing products in a context where fruit and vegetable business-
es in Quebec are mainly family businesses.
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Do you think we're doing a good job on the reciprocity of stan-
dards for importing certain products into Canada? Various products
could be imported in much larger volumes in future. What impact
you think that will have on the reciprocity of standards? Are we do-
ing the work correctly?

Mr. Patrice Léger Bourgoin: Mr. Lehoux, I would essentially
say that's the case from a regulatory standpoint. The statutes are in
place and the entire global trade environment is also regulated.

We mainly have to see what human and financial resources the
Canadian government devotes to random inspections, to cite only
that example. That's what's lacking, in my humble opinion. A lot
more inspections should be done at the border to ensure that goods
entering Canada are consistent with the laws and regulations in
force here, locally. The goal is to ensure fairness among producers,
obviously, but also to guarantee food safety and security for con-
sumers.

Mr. Richard Lehoux: Thank you, Mr. Léger Bourgoin. Your re-
marks are very clear. It's not the rules that are lacking; it's more the
fact that we don't have the necessary resources to enforce them.
This is the first time ['ve mentioned this to the committee.

I'd like to discuss the introduction of new standards for plastics.
What do you at the Association des producteurs maraichers du
Québec think about the introduction of these new rules? What fi-
nancial impact will they have on businesses?

Mr. Patrice Léger Bourgoin: They will definitely have an im-
pact on the businesses because new ways of operating in the logis-
tics chain will have to be put in place.

However, the major challenge is the issue of product expiration.
As you know, many fruit and vegetable products are extremely
fragile. Ontario and Quebec represent approximately 80% of
Canada's fruit and vegetable production. Products sometimes have
to be transported from Ontario and Quebec to as far away as Van-
couver. Producers must ensure that products can avoid damage
while in transit and that consumers have access to products of
equivalent freshness even after transport.

If we start experiencing problems of product freshness, quality
and safety, we'll only succeed in shifting the problem and encourag-
ing food waste. It seems to me the last thing we want in this period
of inflation is to encourage food waste.

® (1725)

Mr. Richard Lehoux: Thank you very much, Mr. Léger Bour-
goin.

I would like to put the same question regarding packaging to

Mr. Lemaire.

Would you please tell us briefly what you think the effect of that
would be for you? You talked about this earlier, but do you have
anything to add, Mr. Lemaire?

[English]

The Chair: Ron, you're on mute there, fella. We're at time, so
keep it tight, if you could.

Mr. Ron Lemaire: Thank you, Mr. Chair.

Very quickly, there would be a dramatic impact with a 20%-plus
cost to food and increased waste. Everything Monsieur Bourgoin
mentioned was accurate.

The Chair: Okay.

Mr. Louis, you have four minutes, please.

Mr. Tim Louis (Kitchener—Conestoga, Lib.): Thank you,
Chair.

I want to thank everyone for being here as well. It's an important
discussion.

Il direct my questions to you, Dr. Stanford. You stated that the
latest industry-wide financial data on food retail is showing that the
retail profits have doubled since prepandemic norms, and that prof-
its are continuing to grow. You also mentioned that grocery retailers
are not capital-intensive. They are not growing, processing or man-
ufacturing the products they sell. You said they purchase products
from suppliers, adding their markup and selling to consumers.

What are the main reasons behind this increase? In your opinion,
why haven't profit margins narrowed back to prepandemic levels?
Is industry concentration or demand inelasticity contributing to the
sustained high profits in the food sector?

Dr. Jim Stanford: That's a very good question, sir. Thank you
for asking it.

I can't profess to have the final answer on it. I think it requires
further study, and I know that both your committee and the Compe-
tition Bureau itself have been trying to do that. Your tasks would be
easier if you had more access to transparent data from the retailers
themselves.

I don't mean to underestimate the complexity of running an effi-
cient, modern food retail operation. There is certainly a lot of plan-
ning, technology, logistics and entrepreneurship involved, but, in
terms of the amount of invested capital in the firms, it's small rela-
tive to the total flow of revenue. That's how these companies can
make a very high rate of return on equity and generate very healthy
returns to their investors, including total return and capital gain.
The share prices of most of these firms have risen dramatically
since the pandemic, and then the distribution of actual cash,
whether through normal dividends or share repurchases....

Why they have been able to sustain those record profits while
profitability elsewhere in Canada's economy has been returning to-
wards normal over the past year is a very important question. I'm
sure that the concentrated nature of the industry has something to
do with it. I am sure that the desperation of consumers to put food
on the table—as noted earlier, it is a necessity of life—creates an
inelasticity to demand.

I think it requires further study to really identify any more of the
specific reasons why this industry, quite uniquely, has been able to
sustain the record profits that rose after the pandemic, despite high-
er food prices and a decline in the quantity of food that Canadians
are purchasing.

Mr. Tim Louis: Thank you for that answer.
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An economic report released said that the price of pollution adds
30¢ to a $100 grocery bill. What does that and your data suggest
about the impact of carbon pricing on food prices? We've heard that
other factors are having a greater effect on grocery prices, factors
like climate change, supply chain issues and global energy prices.

Can you comment and expand on that? What we can do here in
Canada to mitigate those factors?

Dr. Jim Stanford: Energy prices themselves would be a com-
pletely higher order of magnitude on the impact on food prices than
the carbon price itself. In fact, the increase in energy prices charged
by energy producers, including those in Canada on Canadian ener-
gy charged to Canadian consumers—which has nothing directly to
do with what's happening in the Middle East—means that the im-
pact on food prices was 30 or 40 times greater than the direct im-
pact of the carbon price.

The other point to remember is that even that 30¢ on the $100
estimate is really telling only one side of the story. That is based on
tracking the carbon price through the input chain into all of the dif-
ferent factors that end up in the consumer's final basket, but the
whole point of the carbon price is to encourage changes in be-
haviour, to shift towards renewable forms of energy and to con-
serve energy, both of which will have offsetting impacts on final
prices.

Some of the studies internationally that have looked at the over-
all economic effects of carbon pricing on the whole price level and
not just on products that use fossil fuels intensively suggest that
there is no net impact on the overall consumer price index or poten-
tially a slight deflationary impact because of the benefits of strong
investments in renewable energy on energy costs and energy sup-

ply.

If anything, I think that number you threw out is probably too
pessimistic and, on a net basis, the impact on food prices will be
nothing, if not, in fact, negative.
® (1730)

The Chair: Thank you very much, Mr. Stanford.

Thank you, Mr. Louis.
[Translation)

Mr. Perron, you have the floor for two minutes.
Mr. Yves Perron: Thank you very much, Mr. Chair.

I'll continue with you, Mr. Léger Bourgoin.

I'm glad that you clearly stated your position on the reciprocity
of standards and the urgent need to devote far more resources to it.

Now let's talk about the code of conduct. You discussed it in your
opening statement. Since you were at the bargaining table, I'd like
to know how that went.

Mr. Patrice Léger Bourgoin: I was there with my colleague
Ron Lemaire. Without violating any confidentiality agreements, I
can tell you they were very constructive discussions. Our col-
leagues from Sobeys and Metro were there as well. There was a
genuine desire to understand the suppliers' situation and to reach a
compromise—and I emphasize that word—that would make it pos-

sible to put the first code of conduct in place. The code isn't an end
in itself; it's a first step toward healthier relations among producers,
suppliers and retailers. The goal of the work was ultimately to im-
prove the fate of citizens and consumers.

Mr. Yves Perron: Do you agree with the witnesses who tell us
that the code will have no impact on prices and that it's designed
instead to improve relations? In my view, if there are fewer fines,
production costs will definitely be lower, and selling prices may not
be as high.

I'd like to hear your opinion on that.

Mr. Patrice Léger Bourgoin: I agree with you, Mr. Perron. The
reasoning is clear. If the retail chains don't want to revamp their
business model or reduce fines and various costs, that definitely
won't have a perceptible impact on consumers.

Having said that, I assume that more transparency also results in
more embarrassment over business practices. These are publicly
traded companies, and they're aware of their social responsibilities
and concerned about their image.

I'm pretty sure that what we've seen in Great Britain will be re-
flected in the Canadian market if we wait a few years.

Mr. Yves Perron: That's great.

Now how do we go about convincing the two recalcitrant compa-
nies to abide by the code? Should we tell them it will be revised in
a year? Do you have a magic solution?

Mr. Patrice Léger Bourgoin: If they decide not to comply with
it, you should make the code mandatory and adopt a binding new
legislative measure.

We negotiated for two years, Mr. Perron. New Zealand, for ex-
ample, also negotiated for about two years, and that resulted in the
passage of an act. So why would that take three, four or five years
in Canada? This has to be resolved in 2024.

The Chair: That's great.

Mr. MacGregor, you have the floor for two and a half minutes.

[English]

Mr. Alistair MacGregor: Thank you, Mr. Chair.

I would like to direct my last question to Mr. Lemaire.
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Mr. Lemaire, I was happy to join with a number of my col-
leagues around this table at the CPMA when you were in Ottawa
and we did the MP round table. I do appreciate how sensitive the
issue on plastics is for the industry. We heard that very clearly. I re-
member saying during that panel that in the riding I represent, be-
ing a coastal environment, we're very sensitive to the issue of plas-
tic pollution because of microplastics and bioaccumulation and so
on. So I think it's a noble intent, but I think you've very well out-
lined the concerns that the industry has.

That being said, I remember going to Montreal last year. I think
it was in April. You were at the Montréal Convention Centre. All
kinds of the companies you represent were there, displaying not on-
ly the latest technology but also some innovations that were going
on in packaging.

I think the big concern is that a lot of the Canadians I speak to
are just wondering how we can keep plastics from going into the
waste stream and how we can encourage a little bit more recycling
and reusing. I think this is probably a good moment for you to out-
line some of the important steps that your members are already tak-
ing in this regard. I did see some pretty great demonstrations. They
may not be product-ready yet, but it does show that there are com-
panies making a lot effort in this.

Perhaps you can take the next minute to talk a little bit about
that.
® (1735)

Mr. Ron Lemaire: Thank you, Mr. MacGregor. You hit it right
on the head. The industry has been progressive. We have been
working, actually since before 2018, to drive change in sustainable
packaging. But there's a lot more complexity to where we're going
compared with what the policy framework is suggesting under P2.

Right now we've looked at increased recycled content in our
plastic materials. That is why we need to look at a systems ap-
proach in our recycling framework across the country to more ef-
fectively collect and recycle. We've looked at a 17% reduction in

the ratio of food weight to packaging. We've looked at leveraging
the golden design rules, effectively, to drive those across the coun-
try and have effective and sustainable solutions. We've worked with
Agriculture Canada to launch an online platform to provide the
food industry with direction on how to create sustainable packag-
ing. We've looked at lightweighting, where you remove 30% of the
material in the package so that it can be more effective and more
sustainable in the marketplace.

These are just some of the pieces toward creating a circular econ-
omy. The industry is being very progressive to get there. The chal-
lenge is that to move to a total elimination is a step too far for any-
one, not only in Canada but also on a global level.

The Chair: Thank you very much, Mr. Lemaire and Mr. Mac-
Gregor.

Colleagues, that brings us to the end of the second panel.
I want to say a few things.

First of all, of course, on your behalf to our witnesses, thank you
for taking the time to be with us this evening to contribute to the
study. I want to wish you a merry Christmas, happy holidays and a
happy new year. We'll see you in 2024.

On that note, colleagues, we did have a scheduled time on Thurs-
day morning. However, there's uncertainty about when the House
may rise. To be fair to our witnesses, in case we were to rise on
Wednesday, I'm going to give you your time back on Thursday
morning. We will continue in the new year.

With that, if I don't happen to see you in the House, I want to
wish everyone a merry Christmas and happy holidays. I hope you
have a great time back with your families and your constituents fol-
lowing this week.

Thank you to our translators and to all our staff, as well. Merry
Christmas and happy holidays to you.

The meeting is adjourned.
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