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[English]
The Chair (Ben Carr (Winnipeg South Centre, Lib.)): Good

morning, everybody. Welcome to the sixth meeting of the House of
Commons Standing Committee on Industry and Technology.

I will quickly mention that we have a little technical glitch. It is
showing that we are in camera on Zoom. We are not in camera; we
are public. This is being broadcast publicly. I'm told that the wit-
nesses may see that it shows “in camera” on their link, so I'll clarify
that this is not in camera. In other words, your testimony is public,
and we are streaming this meeting live to the public.

[Translation]

I also want to mention that all witnesses have completed the re-
quired connection tests in advance of the meeting.

[English]

I will remind colleagues and witnesses to please, if you're not us-
ing your earpiece here in the room, make sure that you have it on
the sticker in front of you in order to protect the health and well-
being of our interpreters.

Colleagues, we are continuing with our productivity study today.
We have three witnesses, two of whom will provide opening re-
marks. We'll do a little transition after the first hour as we move in-
to the next line of questions.

Witnesses, if you have any problems at any point with your tech-
nology, put your hand up in the window and let us know.

We have here with us today, from Canadian Manufacturers and
Exporters, Ryan Greer, senior vice-president, public affairs and na-
tional policy.

[Translation]

We have, from the Fédération des chambres de commerce du
Québec, Philippe Noél, vice president of public affairs, competi-
tiveness and market access, and Hubert Rioux, economic advisor.

[English]

With that, Mr. Greer, I'm going to turn the floor over to you for
the first upwards of five minutes of introductory remarks.

[Translation]

Once Mr. Greer is finished, you will have five minutes, Mr. Noél.

Then, we will begin the first round of questions for witnesses.

[English]

Mr. Greer, the floor is yours, sir, for five minutes.

Ryan Greer (Senior Vice-President, Public Affairs and Na-
tional Policy, Canadian Manufacturers and Exporters): Thank
you, Chair, and members of the committee.

I am pleased to be here on behalf of Canadian Manufacturers and
Exporters, one of the oldest and largest trade associations in
Canada, representing thousands of manufacturers from coast to
coast.

Manufacturing is the backbone of Canada's economy, employing
1.8 million Canadians, generating over $200 billion in real GDP
and driving two-thirds of Canada's value-added exports, yet weak
productivity growth continues to hold our sector back. Canada's
labour productivity lags nearly 30% behind the U.S., and business
investment per worker has dropped to half of U.S. levels. This gap
leaves our economy exposed.

For Canadian companies, workers and families, the best defence
against tariffs, protectionism and other external shocks is a strong
and productive domestic manufacturing base.

Not all productivity gains are created equal. Manufacturing mat-
ters more. Manufacturing is unique because it drives innovation, in-
vestment and skills development across the entire economy. When
manufacturers invest in new equipment or processes, the benefits
spill over into other sectors. When they adopt advanced technolo-
gies, those innovations diffuse outward, and because manufacturing
is both capital intensive and trade exposed, productivity improve-
ments in this sector translate directly into higher wages, stronger
exports and more resilient supply chains.

Before I get into some solutions, I want to stress that productivity
isn't just something we as a trade association talk about. It is what
we do every day. CME works directly with manufacturers across
Canada to provide practical lean training and continuous improve-
ment programs to help them cut waste, boost efficiency and stay
competitive. That shop floor commitment to productivity is also
what drives the productivity reforms we're here to talk abut today.
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I'd like to highlight three opportunities to improve manufacturing
productivity and competitiveness. The first is tax policy. Canada's
overall tax burden on business investment is too high, and the sys-
tem is too complex. Manufacturers tell us that predictability and
simplicity matter just as much as rates. If the system is difficult to
navigate, investment flows elsewhere.

The competitiveness of Canada's corporate tax system is difficult
to measure precisely, but one reality is clear. Recent U.S. tax re-
forms, notably through the One Big Beautiful Bill Act, have made
Canada relatively less attractive for new manufacturing investment.
That bill strongly incentivizes domestic investment in U.S. produc-
tion through a series of tax changes. The biggest benefits are imme-
diate expensing of short-lived assets, 100% deduction for a produc-
tion plant, more favourable R and D incentives and a more
favourable international tax regime. Our close attention to U.S.
trade policy is obviously warranted, but we cannot ignore the effect
of their tax reforms as well.

The second area I'd like to identify is around trade and trans-
portation infrastructure investment. Canada's productivity, and
frankly, our resilience, hinge on having efficient transportation net-
works. Investments in trade-enabling infrastructure have the virtue
of making all of its users—our members, Canadian manufactur-
ers—more productive. Canada needs more targeted public and pri-
vate investments to build new trade-enabling infrastructure and to
maximize the efficiency of the infrastructure that already exists.

Third, I'd like to flag regulatory burden. This is where we see
some of the biggest and the lowest-cost opportunities to boost pro-
ductivity. Manufacturers, especially small and medium-sized ones,
consistently cite regulatory burden as a top barrier to growth. They
face a system that is fragmented, duplicative and unpredictable. Ev-
ery advanced economy wrestles with regulatory drag to some ex-
tent. Bold action on this front could differentiate ourselves from
competitors and could attract investment that we are losing out on
today.

The flaw with past federal red tape reduction efforts is that they
targeted isolated irritants instead of undertaking the systemic re-
forms needed to improve regulatory outcomes across all decision-
making. It's like pumping air into a leaky tire: It might help you in
the short term, but the underlying problem goes unsolved.

CME's “Regulate Better, Grow Faster” report lays out a road
map, and I would quickly highlight a few key recommendations
from it before I wrap up.

The first is that we think the federal government should legislate
competitiveness and growth mandates for all federal regulators.
Regulators should be required to give appropriate consideration to
the potential impact of their activities on economic growth, not as
an afterthought, but as a statutory obligation.

Second, we believe the federal government should expand the
scope of the current one-for-one rule. Despite the rule, government-
imposed requirements on businesses continue to increase because
the law itself has some carve-outs in it. It also excludes legislated
obligations, ministerial guidance and other non-regulatory require-
ments that are imposed on businesses. We think these gaps must be
closed to truly contain the proliferation of red tape.

® (1110)

Third, we think there is an opportunity to strengthen the over-
sight of the cost-benefit analysis process that underpins all new reg-
ulations. Regulators can and do play with the numbers as part of
these analyses to present overly optimistic analyses that justify new
rules. To fix this, Canada should create an independent body, mod-
elled after the U.K.'s Regulatory Policy Committee, to publicly
grade the quality of regulatory impact assessments. A similar body
in Canada would ensure that all cost-benefit analyses are credible,
realistic and transparent.

These and some other systemic reforms would fundamentally
change and improve how we regulate, providing significant long-
term benefits to our manufacturing sector and the broader economy.

Chair and members, Canada's productivity crisis is real and ur-
gent, and we hope that your work today and over the proceeding
meetings will help spark the bold action that is required. It is only
through achieving higher productivity that Canada's manufacturers
can compete globally, while offering their workers better jobs and
rising, real wages.

Thank you. I look forward to your questions.

The Chair: Thanks very much, Mr. Greer.

[Translation]

Mr. Noél, you have five minutes.

Philippe Noél (Vice-President, Public Affairs, Competitive-
ness and Market Access, Fédération des chambres de com-
merce du Québec): Mr. Chair, Madam Vice-Chair, Mr. Vice-Chair
and distinguished members of the committee, we thank you for giv-
ing us an opportunity to be here today.

I would remind you that we are Quebec's largest network of busi-
ness people. We represent 120 chambers of commerce and more
than 40,000 businesses.
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We have been looking into productivity and investment issues for
many years, and in March, we published a study entitled “Livre
bleu de la productivité”. My colleague, Hubert Rioux, who is an
economic advisor at the FCCQ and who is here with me today,
worked extensively on that study.

The state of productivity in Quebec and Canada in recent years
has led us to seek practical solutions for increasing our productivi-

ty.

In 2023, every hour worked in Canada generated approximate-
ly $14 less than the average for advanced OECD economies
and $17 less than in the United States. This productivity gap is hav-
ing a negative effect, not only on the competitiveness of our busi-
nesses and industries, but also on our collective wealth.

In 2023, Canada's GDP per capita was $4,500 less than the aver-
age GDP per capita of advanced OECD economies and near-
ly $21,000 less than that of the United States.

Low rates of private investment in Canada are fuelling this pro-
ductivity deficit. For example, private investments in machinery
and equipment per worker in Canada are 45% less than the average
for advanced OECD economies and nearly 60% less than in the
United States.

Furthermore, while our dependence on the U.S. market remains a
major risk, it is also important to point out that this risk is exacer-
bated by our productivity gap, which hinders the diversification of
our export markets in three ways. First, it increases the relative
price of our exports because of our higher unit production costs.
Second, it shrinks the profit margins of our businesses, which then
have less cash flow to invest in product innovation to meet the de-
mands of international markets. Third, it limits some of our busi-
nesses to low-value-added sectors or product categories, which are
less competitive on international markets.

There are many structural causes for this, but here are the main
three.

First, let's not forget that the International Tax Competitiveness
Index ranked Canada 26th out of 38 OECD countries for corporate
taxation.

Second, the tax burden on salaries, income and corporate profits
in Canada is higher than the average for OECD countries and the
United States.

The growing administrative burden on businesses is also a major
obstacle. In fact, 80% of businesses surveyed by the FCCQ believe
that this burden is only growing year after year. Businesses spoke
against tax compliance requirements, the complexity of financial
incentives, government overlap and processing delays in the public
administration.

The productivity rate of SMEs is 20% to 50% less than that of
large corporations. Right now, very few SMEs are able to take ad-
vantage of export opportunities. It is a vicious cycle: SMEs do not
export very many of their products because they are less produc-
tive, and their productivity stagnates because they do not have
much exposure to international competition. We need to support
their growth and encourage them to export.

We have a number of recommendations to address these major
structural issues.

First, when it comes to taxation, we propose enhancing the small
business  tax  deduction by  increasing the  limit
from $500,000 to $1 million of taxable income.

Second, we recommend implementing the modernized tax incen-
tive program for scientific research and experimental development,
or SR&ED, proposed in last December's economic statement.

We also suggest creating the patent box regime that was also an-
nounced.

Furthermore, we recommend that the government extend indefi-
nitely the accelerated investment incentive, which ended in 2023,
and expand eligibility for that program to the mining and defence
sectors.

With regard to the administrative and regulatory burden, we
commend the current efforts, but we also recommend simplifying
and expanding the eligibility criteria for tax credits by eliminating
the eligibility rule related to Canadian-controlled private corpora-
tion status. We also suggest that the government convert some of
the financial assistance programs into tax credits. The government
should also work with the Government of Quebec to come to an
agreement to establish a single tax return. Right now, our business-
es have to file two tax returns, which, of course, has an impact.

Lastly, it is important that the government take action in the com-
ing years to increase the size of our businesses and help them go
international.

We propose encouraging stock exchange listings and having ma-
jor pension funds and fund managers invest in Canadian compa-
nies, particularly by following up on the recommendations made by
the working group led by Stephen Poloz.

Next, we recommend reforming the CanExport program to pro-
vide better funding for operations so that our SMEs are able to suc-
cessfully establish themselves in international markets, rather than
simply break into them.

Lastly, we suggest making some of our SMEs' export revenues in
new markets tax exempt.

Thank you for your attention. We welcome your questions.
® (1115)

The Chair: Thank you very much, Mr. No€l.
[English]

Colleagues, we'll begin our lines of questioning.

Madam Dancho, the floor is yours for six minutes.
Raquel Dancho (Kildonan—St. Paul, CPC): Thank you, Mr.
Chair.

Thank you, witnesses, for your testimony thus far, and thank you
for being here.
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My questions are primarily for Mr. Greer.

In your opening, you spoke a lot about the challenges faced by
Canadian manufacturers. I know that your organization represents
well over a thousand members. Ninety per cent of them are SMEs,
small and medium-sized businesses. You also mentioned that you
employ almost two million Canadians and produce billions in GDP
for Canada, so I think your members have a good idea of what's go-
ing on, certainly vis-a-vis the tariff situation and the changing
geopolitical dynamic that Canada is experiencing.

You also mentioned that there is considerably less investment,
unfortunately, in Canadian companies and individual workers and
the capital in Canada versus in the United States. I think you men-
tioned one-third in previous testimony.

Can you describe in brief why that should matter to Canadians,
the productivity increase and the like? Why should Canadians care
about this issue?

® (1120)

Ryan Greer: | think that's one of the most important questions to
frame up your work with this study: to translate what something as
obscure sounding as productivity, where Canada rests in OECD
rankings or what business investment per worker mean. It means
that, for Canadian manufacturers and other Canadian workers, there
is less business investment in supporting them to do their jobs, to
produce more and to help generate higher real wages for them, their
co-workers and, of course, the families and the communities they
operate in. As I noted in my remarks, it's only by increasing pro-
ductivity that we ensure that Canadian firms can better compete,
which means that we can hire more, pay better and take advantage
of new market opportunities, whether those be through the U.S.,
where most of our sector still exports, or taking advantage of new
market opportunities.

In the context of the current trade crisis, there's been a lot of talk
about diversification and how we better diversify. The answer is
partially through, of course, market access and tools to support
manufacturers, especially SMEs, to figure out how to access those
markets, but really it lies in making us more competitive and pro-
ductive. Ultimately, Canada is a somewhat high-cost jurisdiction to
do business in. We have benefited for decades due to our proximity
to and integration with the U.S., but our ability to compete and
carve out new market access and our ability to withstand tariff pres-
sures and other political tactics from south of the border really de-
pend on our ability to invest in our facilities, to invest in the capital
stock, to give Canadian manufacturers access to the technologies
that are being deployed in our competitor markets, and to continue
building some of the best products in the world at the best prices
and in the most reliable way.

Raquel Dancho: Thank you for outlining that very well.

My understanding is that Canada has had significant challenges
with productivity decline and capital outflow to the U.S., primarily
over the last number of years, but that's really been cranked up in
the last six to eight months. In particular, you mentioned the Trump
administration's One Big Beautiful Bill Act in your opening re-
marks, as well as notable production tax credits or tax deferrals and
things like that in that bill.

Should Canada be looking at something like that? I mean, when
we talk about tax reform.... I know it's a dream of the Conservative
Party and other political institutions to really do that, but it could
take a long time to reformulate our entire tax structure. Are there
any things that could be quite immediate—perhaps tax deferral on
capital gains or something like that—that could provide immediate
relief within the next year or two? Is that something we should be
looking at?

Ryan Greer: Yes, I think it has to be an “all of the above” ap-
proach, which is that we need to be thinking of how to reverse what
is a long-term, multi-decade trend that, of course, has been brought
into intense focus over the last several months. That draws to sim-
plifying the tax code, as I said, making it easier to navigate, making
a straighter line between those who wish to invest and their trying
to understand what that means. In the current environment, I also
think we need to be looking at every short-term incentive possible
to do everything we can. We can't just say that we want investment
in Canada; we have to make it undeniable, to make Canada an un-
deniable investment opportunity.

Certainly, in the context of capital depreciation in terms of some
current capital cost initiatives that are due to expire in the next cou-
ple of years and in the context of doing a competitive analysis of all
the incentives under the One Big Beautiful Bill Act and trying to
draw some lines to understand directly where some of the weaker
points are relative to Canadian tax law, I think that's really impor-
tant. It has to be, as I said, an “all of the above” approach when
we're trying to think of how to defend and go on the offensive in
terms of bringing that investment here.

Raquel Dancho: Thank you.

The Department of Industry, from what I've learned in meeting
with businesses, many of them members of yours, has $8 billion
or $9 billion of various tax incentives, programs and things like
that, which are supposed to support the issues that you and other
businesses have outlined to help generate some productivity, some
IP and things like that.

Are there programs you've come across in the industry depart-
ment that are particularly helpful or that could be helpful if they
were rejigged? Can you touch on any thoughts that come to mind
on that?

® (1125)

Ryan Greer: Yes. It's not directly through the Department of In-
dustry, but one of the biggest ones that all of you will be well aware
of'is, of course, the SR and ED program, which is incredibly impor-
tant to our members. However, it is also very difficult to navigate,
and there's a lot of uncertainty. We often talk to members about ac-
cess to certain programs or tax credits, and they'll say, “It was very
helpful to my business. I greatly appreciate it, but if I had to make
the same decision, I'm not sure I would have applied in the first
place.”
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A lot of our federal programming is designed, of course, to stop
bad actors, but that framing is how many officials or the programs
will engage with businesses directly. They engage as if everybody
is trying to defraud the government, as opposed to trying to be en-
ablers that are going to help Canadian companies succeed. It's not
to say we don't need to have strong measures in place, but I think
we do need to find ways to continue to simplify these programs.

When we sit down with small and medium-sized members of
ours and there's a menu of dozens of different programs across the
RDAs and various other departments, including the Department of
Industry, we try to walk them through what is required. Then they
start to think through what kind of consultant or other external sup-
port they would need just to access these. It's a lot for them, espe-
cially because these are folks who are operators themselves. They
are managing the floor. They do not have a big compliance depart-
ment to help them manage these things. I think that trying to sim-
plify all the programs that are designed to support these types of in-
vestments is a good place to start.

Raquel Dancho: Thank you.
The Chair: Thank you, Madam Dancho.

Mr. Bardeesy, you have six minutes.

Karim Bardeesy (Taiaiako'n—Parkdale—High Park, Lib.):
Thank you.

I have a few questions for Ryan and a few questions for our
friends online.

I want to start with the threats to the auto sector and the very spe-
cific statements that President Trump has made about repatriating
auto assembly.

Could you speak to the importance of the auto sector in the con-
text of the larger manufacturing sector in which it resides?

Ryan Greer: The automotive sector is really the engine of south-
ern Ontario specifically and in the Great Lakes region with these
integrated supply chains. When we see what the administration has
expressed in terms of its goal and some of the tariff and tax policies
that it is putting in place to do it, it is incredibly challenging for
tens of thousands of workers who have now found themselves ei-
ther unemployed or in precarious employment because of this.

It's challenging, of course, for our members, because Swedish
automakers are not pining for Canadian auto parts. We have built
up a deeply integrated sector over decades to everyone's benefit, in-
cluding the United States, and now that is trying to be unwound in a
very unproductive way.

I'm somewhat concerned that there have been opinions expressed
that Canada's overall tariff level right now isn't so bad compared to
the rest of the world. While that might be true in certain instances,
where the damage is being impacted is in the manufacturing sector.
Where the damage is being most acutely felt is by families that are
supported by manufacturing jobs in southern Ontario, around Mon-
treal and some other clusters around the country.

Obviously, the automotive sector on the parts side and on the
OEM side are being most directly impacted by that. We are hopeful
that some level of sectoral relief could come in the near term be-
cause our members need it.

Karim Bardeesy: The other study that our committee is doing is
on defence industrial policy. There's a relationship between the pos-
sible benefits of that and your sector.

Can you talk to us a bit about how the industrial and technologi-
cal benefits policy may be working or not, and how could that work
better as part of a reframed industrial policy?

Ryan Greer: It's a great question. Canada's ITB policy is really
important for Canadian manufacturers to ensure that they can par-
ticipate in these North American and in some cases global supply
chains to help build, secure and provide the kit that Canada's mili-
tary needs. There are opportunities to improve the program. The
government should be considering it as it considers what a defence
industrial strategy looks like.

One of the hardest parts is, again, for Canadian SMEs to feel
connected to the government and its goals. Under the ITB policy, of
course, it is through their supply chains and the large OEMs which
have well-established relationships. They work with various con-
tractors across the world and through the United States for various
platforms that they've built in the past.

It can be hard for SMEs to one, show, offer and compete on how
they could do something domestically that would be as good, if not
better, within those supply chains. Two, it's hard for them to grow
in terms of their relationship with the federal government, because
those small and medium-sized manufacturers have no connectivity
with the government. It is only through the OEM supply chain that
they have an opportunity to do what they can.

I think that finding ways in a process to connect those innovative
small and medium-sized manufacturers to help them grow within
that framework needs to be an important consideration.

® (1130)

Karim Bardeesy: Thank you.

Any specific advice that CME might want to present in relation
to the study that we're doing would be very helpful.

[Translation]

Mr. Noél, your “Livre bleu de la productivité” sets out 40 recom-
mendations. One section of the document focuses on decarboniza-
tion.

Could you tell us about the companies in Quebec's economy that
are involved in that? Are they companies in the clean technology
sector, or are these companies not limited to a single sector in par-
ticular?

Philippe Noél: Companies have a strong interest in increasing
their decarbonization and reducing their environmental footprint,
particularly by reducing greenhouse gas emissions and by recover-
ing what is produced within their own facilities.
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I am thinking in particular about circular economy processes that
prevent too much of what is being produced from being wasted and
allowing it to be reused more effectively. In the end, that reduces
operating costs and the company's carbon footprint. For example,
the Bridgestone facility in Joliette invested heavily in decarboniz-
ing its operations and recovering the heat produced to reduce ener-
gy consumption. These companies are more productive because
these processes reduce their operating costs and their environmental
footprint.

Karim Bardeesy: Thank you. It is important to include stories
about companies like these in our report so that we can come up
with a plan for this sector.

I would like you to talk about Quebec's aerospace industry. There
isn't much time left, but could you tell us briefly about that?

Philippe Noél: My colleague, Hubert Rioux, can add to my an-
swer if he wants.

The aerospace industry is facing several productivity challenges,
some of which are a result of measures put in place by different lev-
els of government that have an impact not only on the acrospace in-
dustry but on other sectors as well.

We are calling for an immediate moratorium on the restrictions
imposed on the temporary foreign worker program. We are also
asking the government to help those companies by giving priority
to local businesses when awarding aerospace contracts.

You spoke earlier about a defence industrial strategy. We hope
that, as much as possible, our acrospace companies will be the ones
to benefit from those contracts. We are talking about the major
players in the industry, obviously, but also about all the subcontrac-
tors that contribute to the aerospace industry's value and supply
chains.

We are also calling for the government to reduce companies' reg-
ulatory and tax burdens, which would give them some breathing
room, enable them to increase their productivity and give them the
means to achieve their goals.

We also expect governments to take advantage of this opportuni-
ty to showcase the aerospace industry's expertise on the internation-
al stage. There are tens of billions of dollars in defence contracts
available, especially in Europe. We recently went there to see what
those business opportunities entail.

In addition to the upcoming defence industrial strategy, the feder-
al government has a responsibility to give preference to Canadian
companies and to promote them so that they can get contracts.

The Chair: Thank you very much.

Mr. Ste-Marie, you have six minutes.

Gabriel Ste-Marie (Joliette—Manawan, BQ): Thank you,
Mr. Chair.

Welcome to all the witnesses.

My questions are for Mr. Noél and Mr. Rioux, and I thank them
for being here with us today.

As you mentioned, your federation represents 40,000 businesses
and 120 chambers of commerce. Your “Livre bleu de la productiv-

it€”, which sets out 40 recommendations, is really well written and
comprehensive. I thank you for giving the example of Bridgestone,
which is the largest private sector employer in Joliette.

Mr. Noél, you mentioned the temporary foreign worker program.
In my region, many SMEs in the manufacturing sector are involved
in metal processing. These companies have followed two trends.

Some chose to focus on robotics, innovation and artificial intelli-
gence. They reduced the number of welders, machinists and opera-
tors they require and thus managed to reduce the number of tempo-
rary foreign workers they need to hire. They have been successful,
but it took them several years to get to where they are now.

Other companies chose to use the temporary foreign worker pro-
gram, but they were taken by surprise by the about-face of both the
federal and the Quebec governments. In the past, they were told
that the solution was to recruit abroad, but then all of a sudden they
were being told that those days were over and that they would have
to figure things out for themselves.

Tell us why the federal government should reconsider its an-
nouncement and be more pragmatic and more responsive to the
needs of SMEs.

® (1135)

Philippe Noél: In our opinion, the restrictions imposed on the
temporary foreign worker program jeopardize the productivity and
growth of businesses that, as you obviously know, are struggling
with a shortage of skilled labour. This shortage undermines the
competitiveness of our economy and our regions in particular. Busi-
nesses need access to these workers. We have estimated that
106,000 foreign skilled workers are needed to meet the demand.

We believe that the federal government must reconsider all of the
measures it has taken in this case because they threaten critical ex-
pertise. These temporary foreign workers generate several million
dollars in economic spinoffs, which ultimately support our growth.
That is worth protecting through a moratorium on the program re-
strictions.

For several months, that is what we have been calling for from
both levels of government, the federal and the Government of Que-
bec. Recently we have felt the Government of Quebec to be much
more open about this issue. We are now waiting for action from the
federal government.

Gabriel Ste-Marie: Thank you. That is duly noted.

Your “Livre bleu de la productivité” was published in March. In
your opinion, what has changed since March, particularly with re-
gard to our relationship with our neighbour to the south, the gov-
ernment's announced intention to spend more on defence and the
ongoing development of artificial intelligence? What updates
would you make to this publication today?

Hubert Rioux (Economic Advisor, Fédération des chambres
de commerce du Québec): Thank you for your question.
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Several of the recommendations that we made in our pre-budget
submission build on the ones we made in our publication. They are
based on developments that have occurred since that time. For me,
the most important was the passage of the One Big Beautiful Bill
Act in the United States, as was mentioned. This bill introduces
many significant tax incentives for American businesses, but they
exacerbate the problems that our cumbersome tax system causes for
Canadian businesses.

For example, this U.S. bill indefinitely extends the reduction of
the United States' federal corporate tax rate to 21%. In Canada, our
federal corporate tax rate is 15%, but the problem is that the com-
bined federal and provincial rate is often much higher than the
combined federal and state rate in the United States, because many
states impose a maximum corporate tax rate of 10%. That is the
case for some of Quebec's direct competitors, such as Ohio and
Texas.

The U.S. bill also restored the possibility for SMEs to retroac-
tively deduct all R and D and software expenses back to Decem-
ber 31, 2021. Furthermore, it makes permanent the accelerated
100% depreciation bonus for certain eligible goods in the manufac-
turing sector.

There is therefore considerable tax pressure coming from the
United States. We must maintain the tax competitiveness of our
businesses by responding, in a way, to what has been done in the
United States. I would say that is the priority right now.

Gabriel Ste-Marie: In that same vein, my colleague asked you a
question about decarbonization.

Given what is being done in the United States, is decarbonization
becoming secondary for Quebec's economy or is it still just as im-
portant?

Philippe Noél: No, it is still something that we are hearing a lot
about.

We created a guide on decarbonization with the help of energy
experts. The goal is to explain, not only to big corporations but also
to SMEs, the approach to take, the game plan for decarbonizing
their operations.

Earlier, I gave the example of Bridgestone. In our guide, we
highlight this example, but also that of an SME that reinvests to im-
prove the energy efficiency of its operations simply by caulking
around windows or changing the type of light bulbs used. The
guide contains all sorts of tricks that can be used by both SMEs and
large corporations.

To answer your question, I would say that there still seems to be
an interest in that.

As you know, in Quebec, we have several types of energy, for
example, hydroelectricity, wind energy, solar energy, natural gas
and even renewable natural gas, which is becoming increasingly
popular. There are therefore all kinds of energy options that can be
used to help meet the greenhouse gas reduction targets and, ulti-
mately, improve the productivity of businesses and reduce their op-
erating costs.

® (1140)
Gabriel Ste-Marie: Thank you very much.

Do you have anything to add, Mr. Rioux?
Hubert Rioux: If I may—

The Chair: Nice try, Mr. Ste-Marie. Unfortunately, your time is
up for this round of questions, but I appreciate the effort.

[English]
Mr. Guglielmin, the floor is yours for five minutes.

Michael Guglielmin (Vaughan—Woodbridge, CPC): Thank
you for your testimony.

Mr. Greer, according to the National Bank of Canada, there are
now over 105,000 regulations impacting manufacturing.

We've been having some discussions about what the United
States is doing. It seems that they're streamlining their regulatory
framework, while here in Canada we're burying industry under reg-
ulatory burdens. I think you have said yourself that the regulatory
burdens are now even more impactful in some cases than the tariffs
themselves.

1 was wondering if you could describe for us what manufacturers
are saying about the impact on the day-to-day environment with
some of these regulatory burdens, especially when they're compet-
ing with U.S. firms.

Ryan Greer: Thank you very much for the question.

At CME, we regularly connect with our members on the ground
in their communities. We also have bodies called peer councils,
which is where small groups of small and medium-sized manufac-
turer owner-operators can compare notes on business challenges
and help each other work through them. It's really an interesting
and unique model.

1 get the opportunity to join some of these calls or conversations,
and it's remarkable to me how much time is spent in those conver-
sations not talking about dealing with a workforce issue, what
they're doing to capture new customers or how they're managing
new technology implementation. So many of those calls are about
comparing notes on how they're navigating regulatory burden com-
pliance requirements and other challenges with all levels of govern-
ment. They don't always distinguish between a provincial require-
ment, a federal one and a municipal one, but between all three lev-
els of government, it adds up and it takes so much of their time.

There's a cost to their businesses, of course, in complying with
these. There's the opportunity cost of all the other things they could
be doing to grow their businesses. It's the one thing when we sur-
vey our members, which we do very regularly, to ask for their
biggest concerns and what public policy changes would help them
grow their business. Regulatory burden is almost always in one or
two when we do those surveys. We consistently hear it, and the bur-
den does continue to proliferate.
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That's not to say the one-for-one rule and other initiatives at all
levels of government haven't helped manage it or tend to some of
the more problematic regulations, but, as I stressed in my remarks,
what our members want to see is not to fix one or two problematic
regulations. I know that's the easiest place to start. Tell us what's
wrong and we'll try to fix it. In the time you fix one, another dozen
pop up that are maybe based on a consultation process that didn't
quite integrate or learn from what industry had to say. It's other re-
quirements that pop up through ministerial guidance, legislation or
elsewhere that add a new burden in the 12 or 18 months it might
take us to fix one.

As 1 said, our members are looking for governments to indicate
not only that they understand this is a problem but that they're go-
ing to do systemic reform to try to fix these challenges for the long
term.

Michael Guglielmin: Do you believe the current regulatory
framework is deterring foreign investment in the manufacturing
sector?

Ryan Greer: Uncertainty is what drives a lot of this decision-
making. Obviously, in the last six to eight months, a lot of that un-
certainty has come around trade policies. Prior to that, and even in
the current context, we heard regulatory uncertainty cited repeated-
ly as a barrier to investment in our sector.

® (1145)

Michael Guglielmin: In “The atrophy of the Canadian manufac-
turing sector has gone too far”, the National Bank of Canada high-
lights how, from 2018 to the time of the article's publication on De-
cember 23, 2024, Canada's manufacturing sector regressed by over
5%, affecting “no fewer than 15 of 18 manufacturing industries”,
and calls this “a concerning indicator of economic erosion”. How-
ever, during the same time period, U.S. manufacturing has grown
by 10%. Why do you think that is?

Ryan Greer: It's a range of issues, but plainly we think that all
government apparatus at all levels of government should be fo-
cused on this question of productivity growth and competitiveness,
because that's what's going to raise low wages, create jobs and gen-
erate government revenues to fund other priorities. This is not a
short-term trend; this is a long-term one. The investment in the
manufacturing sector has been sluggish for all of about two
decades. In fact, it's so sluggish that we're unable to compensate for
the depreciation of existing plants and machinery. Put another way,
we're not actually replacing existing capital as it wears out and
grows obsolete because we're below that neutral rate itself.

There needs to be a real long-term think about how we can in-
centivize investments through all means possible, so it is tax, it is
regulatory and it is programmatic reform. There is no one key to
turn on this one. It's looking at the whole suite of various ways that
governments help or, in some cases, hinder business investment. As
I said earlier, we want to make investment in Canada undeniable,
not just attractive, but something that somebody needs to do or
must do. That's how we need to frame all these decisions.

Michael Guglielmin: Thank you very much.
The Chair: Thank you, Mr. Guglielmin.

Mr. Bains, go ahead for five minutes.

Parm Bains (Richmond East—Steveston, Lib.): Thank you,
Mr. Chair.

Thank you, Mr. Greer, for joining us and for your work in this
space with your organization and for sharing very critical informa-
tion with us on this topic of productivity.

Canada ships a significant amount of raw materials outside of the
country for processing, and then we reimport them as finished
products. In some cases, this is regulatory. For example, in my
home province of British Columbia, there's a rule that if you are to
process food, you have to grow 50% of it on your own farm.

How can we retain more of the value-added processing here in
Canada?

Ryan Greer: You're absolutely correct in terms of what we ex-
port and how we export.

When we think of our north-south relationship, almost three-
quarters of what we export to the U.S. are parts, ingredients and
components that integrate into U.S. manufacturing processes. These
are not finished consumer goods. It's also very much true of most of
what the U.S. exports to Canada, which outlines how deeply inte-
grated our manufacturing sector is. That is a net good. When we
think of Canada-U.S., it really is a sector that works together to
build things to compete with the rest of the world as opposed to
with each other.

Recent months have illustrated that we need to take a long look
at all of the rules, requirements and incentives that might have
some value-add and that might have somebody looking for a do-
mestic market. They might be looking for a way to add value with-
in Canada.

Again, to repeat myself, I think regulatory burden rules, like the
one you've cited, might have made sense in a current context or in a
previous context. We need to look at all of our priors to decide
whether this make sense. Are we ensuring that we can add as much
value to a product as possible in Canada? The answer may be, in
some cases, that we don't need to or that we don't want to, that
we're extracting a lot of benefit by selling it to customers in the
U.S. or abroad. It's taking a look at all of those rules, requirements
and incentives that have caused investors to make the decisions not
to do those value-added processes in Canada.

Parm Bains: Can you share your thoughts on the removal of in-
ternal trade barriers and impacts there?
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Ryan Greer: It is one of the biggest opportunities for growth. I
don't need to outline all the figures. I'm sure members of this com-
mittee have heard them many times around the potential to grow
Canadian GDP and create tens of thousands of jobs.

It is important to remember that these barriers are not hard tariff
barriers. These are, in most cases, small regulatory differences that
have been created across provincial borders. The way you produce
or sell a product in one province is subject to different rules in an-
other. Obviously, the labour requirements are based on various cer-
tification and boards. This means that we've created a series of
small markets instead of one large market.

We are encouraged by the recent movement of the last six or sev-
en months. We've been shaken out of our complacency on internal
trade, and we've seen a number of these bilateral trade agreements
announced by the provinces to look at mutual recognition.

I'm a little worried that some of that momentum seems to be fad-
ing a little bit. Everybody was talking about it, all levels of govern-
ment, saying that they're going to do everything to remove these
barriers. Now I don't hear as much. I know that a lot of that means
work is happening behind the scenes to look at what mutual recog-
nition looks like.

We think that strong leadership at all levels of government to
continue to aggressively try to remove these barriers and commit to
mutual recognition is really the key. Trying to align regulations is a
long, slow, painful process, for those involved, at least, whereas
mutual recognition says that, if you produce a good or sell a good
in a way that is legal in one province, it should be considered legal
and lawful in another. We think that's the answer. We hope all
provinces start to move even more aggressively in that direction in
the months ahead.

® (1150)
Parm Bains: Thank you.

I have a quick question for either Monsieur Noél or Monsieur Ri-
OUX.

In August, a consortium of Ford Motor Company and South Ko-
rean companies said they would build a $1.2-billion plant to pro-
duce electric vehicle battery materials in Becancour, Quebec. Can
you expand on the reasons Canada secured this investment in the
middle of a very competitive environment for private capital invest-
ment?

[Translation]

Hubert Rioux: I'm sorry, but I'm not familiar with the details of
that project or the reasons why it was put forward, so I'd rather not
comment.

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

Thank you, Mr. Bains.
[Translation]

Mr. Ste-Marie, you have two and a half minutes.

Gabriel Ste-Marie: Thank you very much, Mr. Chair.

Mr. Rioux, this issue has already been raised in this meeting, but
could you remind us of the importance of having high-quality trans-
portation infrastructure, especially in the regions?

Hubert Rioux: That is indeed very important. It is an argument
that the Fédération des chambres de commerce du Québec has been
putting forward for some time. Some of the biggest challenges in
Quebec and Canada have to do with the quality of our infrastruc-
ture and the maintenance of existing assets. For some time now,
there has been a lot of talk about diversifying our exports, and
rightly so given our dependence on the American market. However,
in order to increase exports and diversify our export markets, we
must be able to move our goods efficiently within Canada. That is
why we need transportation infrastructure expansion projects, such
as the port expansion project in Contrecoeur.

Roads and railways are also extremely important for transporting
our goods. Right now, most of the goods we ship to the United
States go by train or truck. If we now want to export some of those
goods to other parts of the world instead, for example, Europe or
Asia, we need to increase the shipping capacity of our ports and air-
ports. Infrastructure must be properly maintained in all regions of
Quebec. We also need to expand the transportation capacity of vari-
ous regions by increasing access to infrastructure.

Gabriel Ste-Marie: Since we are talking about exports and di-
versifying markets, the FCCQ is saying that we need to better sup-
port SMEs, particularly when it comes to exporting.

Could you elaborate on that?

Hubert Rioux: Yes, of course.

Right now, one of the problems we are facing in Canada is that
our businesses are small compared to our foreign competitors.
Many of our SMEs do not export or are not competitive enough on
international markets. We need to increase the proportion of SMEs
that export to international markets.

In order to do that, we must first support SMEs when it comes to
taxes. That is why we are proposing that part of the revenue they
get from exports to international markets be made tax exempt.

We also need to change the approach we have been taking to
date. It is all well and good to have programs like CanExport to
help SMEs shuttle goods, participate in trade shows or conduct
market research, but more needs to be done. The government needs
to provide our SMEs with funding for their operations and funding
to set up overseas and develop new supply chains on international
markets.

The government needs to step up the support it is providing to
SME:s to help them access foreign markets.

Gabriel Ste-Marie: Thank you very much.

The Chair: Thank you, Mr. Ste-Marie.
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® (1155)
[English]

Colleagues, we're running a little bit over time, and we have to
transition again. I'm going to knock these next two down to two and
a half minutes apiece to keep us a little more on time.

We have Mr. Falk for two and a half minutes.
Ted Falk (Provencher, CPC): Thank you, Mr. Chair.

Thank you to our witnesses for their presentations here at com-
mittee today.

Mr. Greer, I'd like to build on a few of the comments you've been
making. When you speak to your members and you get feedback
from them on why they're not expanding their businesses, why
they're not making the investments in machinery and equipment
that would help them move to the next level, what are their re-
sponses? Are they based on access to labour, access to markets or
access to capital? Can you comment briefly on all three of those?

Ryan Greer: Yes, I'm happy to.

It is really all three. It depends on the business, where they are in
their life cycle and where they're located. If you're in the Lower
Mainland and you're looking to expand but you have to get a new
facility that is now going to be two bridges away for most of your
workforce, you're probably going to lose most of that workforce.
The transportation infrastructure, gridlock and availability of indus-
trial land might be what stops you in the Lower Mainland. If you
are in southern Ontario and you're looking at what some of the re-
quirements might be if you increase the size of your workforce by a
certain amount, or at adopting a new piece of a technology kit, that
may drop you....

Obviously, some of the uncertainty is in the tariff environment.
We've had manufacturers who are looking to make major equip-
ment purchases, but these have lead times of six to eight months.
They're not certain if a piece of equipment that is not being tariffed
now could be six to eight months from now.

It is significantly wide-ranging, but, ultimately, it is access to
capital and access to investment that can help fix a lot of that and
deal with lots of those problems. Being able to attract that kind of
investment is the biggest barrier.

Ted Falk: Often when the government issues tax credits as an in-
centive to make investments in manufacturing, they're non-refund-
able or refundable. Could you explain a little bit to the committee
about the difference between refundable and non-refundable tax
credits, why there's an environment for each one, and when it
would be best used?

Ryan Greer: I know we're low on time.

To back up a step, when we talk to manufacturers, they look at
the overall complexity of the system, including the range of credits,
refundable and non-refundable. They're challenged on this. There's
just more that they need to do. This is an opportunity, but who are
they going to have to pay to help them do it.

Not to skip past the question, I think there's an important envi-
ronment for both refundable and non-refundable credits. Part of the
reason our overall tax code is so challenging is that it is a mishmash

of various incentives of both kinds, when we think simplicity and
lower rates would actually help drive some of the investment we're
seeking.

Ted Falk: Thank you.

The Chair: Thanks, Mr. Falk.
[Translation]

Ms. O'Rourke, you have two and a half minutes.
[English]

Dominique O'Rourke (Guelph, Lib.): Thank you very much
for being here, Mr. Greer.

I'm from Guelph. One in five homes relies directly on advanced
manufacturing, so your testimony really hits home. I think it's im-
portant to find out what will work.

On a couple of fronts, I'll combine my questions. The year 2024
had a record foreign direct investment in Canada of $85.5 billion,
which was a 36% increase from 2023, the best performance in over
a decade. What was working in that context? What do we keep?
We're talking about what we change, but what do we keep that is
working well to attract foreign direct investment?

I'm going to tag on to my question. We have the regional tariff
incentive fund now to help any tariff-affected business to retool and
pivot to other things, with up to $1 billion in southwestern Ontario
and up to $1 million in a non-repayable loan. How do you think
that is resonating among manufacturers, and where do you think the
opportunity to maximize that is?

Ryan Greer: In terms of what's attracting FDI, specifically in
2024, the biggest part of what makes Canada an attractive market
and a good place to set up a manufacturing facility is its proximity
and access to the U.S. market. We will never be able to diversify
ourselves away from the U.S. market and our reliance on it.

The best way to fix our U.S. problem is to fix our U.S. problem.
That's going to help us on the investment side, because outside in-
vestment is not just investing in southern Ontario, although that's
where they might be going; it's investing in the Great Lakes manu-
facturing ecosystem that has been deeply integrated, to the benefit
of communities and families on both sides of the border for
decades. In terms of what works, step one is fixing our U.S. prob-
lem, and then step two is moving on to everything else we've been
talking about here today.

In terms of the regional tariff supports, we're encouraged that
those funds have been made available. As I mentioned earlier, our
sector is the one being hit first and hit hardest by U.S. action. It's
important for the government to have the flexibility to respond and
support manufacturers, given the unique needs.
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It is a significant investment and business decision to consider
retooling, pivoting or trying to find a new customer abroad com-
pared to somebody you've been serving maybe a few hundred kilo-
metres south of you in the Great Lakes region. Trying to de-risk
those investments as much as possible is going to be an important
part of that.

Obviously, some skills retraining and support for tens of thou-
sands of workers who have been displaced and are looking for new
opportunities are important. For us, the marker for success on these
programs will be if the money is moving quickly and if the red tape
that's attached to it—the programmatic steps required to access
funding—is reasonable and appropriate for the speed at which
those funds are needed for manufacturers.

We're looking forward to hearing more as the programs roll out
in the months ahead to make sure those things are happening.

® (1200)
The Chair: Ms. O'Rourke, I have to be non-partisan in my chair.

[Translation)

Thank you for being with us this morning, Mr. Greer, Mr. Rioux
and Mr. Nogl.

[English]
We appreciate your testimony.

Colleagues, we're going to suspend briefly as we transfer over.

¢ (1209 (Pause)

® (1210)

The Chair: Colleagues, we're going to continue with the second
hour of our questioning.

We have two new witnesses, both joining us virtually.

We have associate professor from the department of finance and
economics at the Université du Québec a Trois-Riviéres, Monsieur
Marc Duhamel.

I know I'm supposed to be unbiased in the chair, but anytime
there's a Manitoban who is willing to make themselves available to
us, I have to, of course, highlight that. We have Neil Fast, who is
the president and chief executive officer of Loewen Windows and
Doors, a very proud Manitoban company.

Mr. Fast, welcome to you.
[Translation]

Mr. Duhamel, you have up to five minutes to give your presenta-
tion.

[English]

We will then go to you, Mr. Fast, for upwards of five minutes,
and then we'll begin our line of questioning.

[Translation)

Mr. Duhamel, you have the floor.

Marc Duhamel (Associate Professor, Department of Finance
and Economics, Université du Québec a Trois-Rivieres, As an
Individual): Thank you very much, Mr. Chair.

Thank you to the committee members for having me.

My name is Marc Duhamel. I have a Ph.D. in economics from
the University of British Columbia. Not only am I a professor at the
department of finance and economics at the Université du Québec a
Trois-Riviéres, or UQTR, but I am also a researcher at UQTR's In-
stitut de recherche sur les PME, which has been recognized for the
past 25 years as one of the largest research institutes on SMEs and
entrepreneurship in the francophonie and the world. Since 2023, 1
have also been serving as the scientific director of Repreneuriat
Québec's Observatoire du repreneuriat, a provincial economic de-
velopment organization whose mission is to ensure the survival of
Quebec businesses by promoting business succession.

To avoid any misunderstanding, I want to say that my opinions
are my own. They do not represent the views of Repreneuriat
Québec, the Government of Quebec, the Institut de recherche sur
les PME or UQTR.

I was asked to testify regarding Canada's productivity challenges.
Although I am not an expert on this issue, I am relatively familiar
with it because I worked as an economist at the Competition Bu-
reau and at Industry Canada for 15 years, including as the director
of microeconomic research and market framework policy for the
last four years [ was there.

What brings me here today is an issue that seems to have escaped
the attention of many experts and public decision-makers, even
though it has been a concern for them for several years, and that is
business transfers in the context of Canada's aging population.

My testimony focuses on two main points. The first has to do
with the underestimated role of business transfer in Canada, com-
monly referred to as “repremeuriat” in Quebec, and its potential
contribution to the growth of SME productivity in Canada. The sec-
ond has to do with the specific support requirements for business
transfers in Canada in the context of the need for business succes-
sion.

I would like to define business transfer. A business transfer is the
economic transfer of a company's property titles, control and au-
thority over the use of assets to new owners. It is often a gradual
process that takes place over several months and that enables the
company to continue its business activities.

In many cases, for the buyer, or the person purchasing the com-
pany from the seller or the transferor, a business transfer represents
an opportunity to strategically renew an established business. In
other words, it is a transformative event in the life cycle of a SME.
The buyer can renew the offer of products and services, improve
the business model and increase productivity through innovation
and investments in new technologies.
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I am here because my research using one of Statistics Canada's
new experimental databases showed that 57,760 SMEs were trans-
ferred in Canada in 2022, an increase of 25.8% compared to 2015.
Canada is dealing with aging entrepreneurs, a challenge that is af-
fecting many developed economies and putting them at risk of los-
ing their entrepreneurial legacy. For example, according to the Or-
ganisation for Economic Co-operation and Development, the
OECD, Japan lost 21% of its SMEs in just 15 years. If the same
thing were to happen in Canada, we would lose 285,000 active
SME:s and the jobs that go along with them over the next 15 years,
mainly in remote areas.

This is a very real risk in Canada. For example, according to the
Institut de la statistique du Québec, the proportion of municipalities
in Quebec with fewer than 1,000 inhabitants that do not have a re-
tail building went from 14.8% in 2015 to 22.7% in 2024, even
though there has not really been any change in the number of mu-
nicipalities with fewer than 1,000 inhabitants.

Right now, Canada is facing a wave of transfer intentions. Ac-
cording to Statistics Canada, the owners of nearly 51,000 private
businesses in Canada intend to sell or transfer their business in the
next 12 months. According to another study conducted in 2024, in
the medium term, 126,000 SME owners want to sell or transfer
their business in the next 60 months. As a result, support for the de-
velopment of entrepreneurial succession is needed to prevent what
happened in Japan from happening here in Canada.

® (1215)

In order to promote business succession, Canada's economic de-
velopment policies have focused primarily on supporting forces of
creative destruction in business. The economic rationale behind this
approach is that entrepreneurial start-ups will be able to assure the
transfer of Canada's entrepreneurial legacy to a new generation of
more skilled, innovative and successful entrepreneurs. However, it
is clear that entrepreneurship policies and investments in develop-
ing the start-up ecosystem remain weak, with a few exceptions.
Other leading researchers have also made this same observation on
the ineffectiveness of entrepreneurship policies in developed coun-
tries.

However, the most important—

The Chair: Mr. Duhamel, unfortunately, we were running late
during the first hour, and we still are. I must give the floor to
Mr. Fast, but you can add to what you were saying when answering
questions.

Thank you.
[English]

Mr. Fast, the floor is yours for upwards of five minutes.

Neil Fast (President and Chief Executive Officer, Loewen
Windows and Doors): Thank you very much.

I very much appreciate the opportunity to speak with you all.

Since early 2023, I have been the president and CEO of Loewen
Windows and Doors. We are a manufacturer of high-end windows
and doors based in Steinbach, Manitoba, located about 40 minutes
southeast of Winnipeg. Our products are positioned at the high end

of the market with each unit made to custom specifications and the
very highest levels of energy efficiency.

We are privately owned and have been in business since 1905.
We currently employ 700 people in the southeastern Manitoba area.
In any given year we export over three-quarters of our production
to the United States.

In Canada, we sell our product directly to home builders and
owners, or through small, specialized fenestration dealers, such as
Bowen Windows in Ottawa. In the United States, we go to market
exclusively through these fenestration dealers who market our
products to architects and homebuilders across that country.

In our manufacturing process, we use softwood sourced from
both British Columbia and Oregon state. Our glass products come
from southwest Ontario and North Dakota. Hardware comes from
Asia or Europe, and over one million pounds of aluminum is
shaped and painted in either Ontario or Wisconsin before coming to
our facilities. Much of our product is European or American in ori-
gin.

With this type of complicated supply chain, we experience im-
pacts from trade policy, tariffs and counter-tariffs every day. While
the street price of aluminum has risen, our product currently comes
into Canada tariff-free despite Canada's current 25% counter-tariff
because of the remission policies currently in place. However, those
blanket remissions are scheduled to expire on October 16, which
will drive additional cost and complexity into the industry.

Significant changes have been made to our current transportation
patterns, with products that once travelled through the U.S. now
coming directly from Europe and requiring extra processing. Small
service parts and shipments heading to the U.S. are now burdened
with additional costs and time to clear the border. With the custom
broker industry currently overwhelmed, this is all more complicat-
ed than it should be and could be.

While we have significant investments under way in plant mod-
ernization and information infrastructure, Loewen finds itself in an
awkward position. We are a true medium-sized company. With 700
employees, most government programs are targeted at companies
smaller than us. With only 700 employees, we are too small to ef-
fectively access public debt and other large-scale financing avail-
able to larger businesses.
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Over the past 35 years, Loewen has been very successful in man-
ufacturing and exporting our product into the United States. In the
past five years, we have seen significant supply chain and demand
whiplash with COVID, an explosion of multi-jurisdictional rules
and regulations and are now experiencing significant demand and
supply side uncertainty in this new trade environment, all while try-
ing to invest in and improve the position of our business in a very
competitive market.

I am looking forward to my time here and the opportunity to tell
our story and am available to answer any questions.

® (1220)
The Chair: Thank you very much, Mr. Fast.

I'll pass the floor to someone else who lives not too far from
Steinbach.

Mr. Falk, the floor is yours for six minutes, sir.

Ted Falk: Thank you.

Thank you very much to both of our witnesses for their atten-
dance here at committee this morning.

Like Mr. Carr, I too would indicate I have a specific bias for any-
one from Manitoba, but particularly when they come from my rid-
ing and my constituency of Provencher. We are very proud of the
fact that Loewen Windows is still in our community after 120 years
and that you've grown the business to the size that you have, and
also that you're such a wonderful corporate citizen in the whole
southeast.

Mr. Fast, building on some of the comments that you made, you
talked about the remission agreement that you currently have on
aluminum that you bring in from the United States. Most aluminum
is mined in Canada. It's processed and extruded in the United
States, and then you bring it back and you add value to it at Loewen
Windows.

Can you tell us a little bit about that remission agreement and
why you're so concerned about it?

Neil Fast: Certainly. Correctly so, all of our aluminum is extrud-
ed in either Canada or the U.S., but painted by a manufacturer in
Wisconsin, and must then make its way into Canada. Our country
currently has a 25% counter-tariff in place, however, with 100% re-
mission for Canadian manufacturers. That is set to expire in just un-
der two weeks from now. At that point in time, we would have to
pay a 25% tariff but would be able to ask for a drawback from the
Canadian government for any product we export.

Instead of going from a zero-cost free trade environment, we
would now have to put significant working capital up front into tar-
iffs paid to the Canadian government and then apply for drawbacks,
which requires an education and a negotiation with CBSA, but
would then allow us to claim back any tariffs on products exported
to America.

That also leaves us in the awkward position where the cost to
produce product for our Canadian customers is now higher than the
cost for our U.S. customers.

Ted Falk: It's very important to you that this agreement gets ex-
tended, and we hope Prime Minister Carney's visit to the United
States will yield some positive results this time.

You also talked about access to capital and access to federal
Government of Canada programs, in that the size of your business
makes it awkward. Are there programs in particular that you're re-
ferring to and that you would really be able to take advantage of as
Loewen Windows?

Neil Fast: SR and ED is a program where we have minor partici-
pation, but it certainly becomes challenging. Many of the tariff
abatements or programs that allow our business to tool and invest
are targeted at businesses smaller than our own.

Ted Falk: Recently at committee—I think about two weeks
ago—we had William Robson, who is the president and CEO of the
C.D. Howe Institute. He talked about capital investment, about ma-
chinery and equipment, and how American manufacturers are
spending the equivalent of just under $12,800 Canadian per worker,
while Canadian manufacturers are spending just north of $4,000.
Per worker, they spend about three times more on machinery and
equipment.

You also talked about the uncertainty of the environment that we
are currently finding ourselves in. How does that impact your deci-
sion to invest in machinery and equipment for your workers to con-
tinue to produce, expand your business and improve your quality
even more?

® (1225)

Neil Fast: I can say that the C.D. Howe numbers certainly ring
true. We are currently investing annually north of $6,000 per em-
ployee, within that range.

Much of our equipment, though, is made out of steel and alu-
minum and is coming from overseas, so we are experiencing uncer-
tainty from a demand perspective. What will happen to demand for
our products in the United States as the tariff regime may change
from month to month? Lead time for many of the products we use
can range from eight to 12 months, and that time frame certainly
adds to the challenges we have in forecasting our U.S. business.

We require skilled manufacturing engineers, and those are al-
ways difficult to bring in. Our immigration policy certainly makes
it challenging. Then, of course, the cost of the raw inputs has raised
the cost of this machinery dramatically over the past four years.

Ted Falk: I have one final question.

When I drive by your business, I think of it so proudly and fond-
ly, but I often notice that there's a sign on the front boulevard which
says, “We're hiring”. Can you talk a bit about your access to
labour? Can you get the employees you need to grow your busi-
ness?
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Neil Fast: Sure. [ would like to say, without expressing any bias,
Mr. Falk, that our business would not.... Our product is custom
made and much of it is handmade by a very talented workforce. It
takes us upwards of eight to 12 months before a new employee tru-
ly becomes adept at their job, so we depend on a stable workforce
and have really benefited from the community we operate in.

That being said, manufacturing is an environment where we do
experience turnover. On our shop floor, we may see an average
turnover of 20% a year, which I think many manufacturers would
be jealous of but is impactful for our business. We always struggle
to bring in technical individuals, particularly manufacturing engi-
neers and product development people. There, we are recruiting
from as far away as Winnipeg and do occasionally bring in people
who work outside the country, both in the U.S. and in Mexico.

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

Mr. Bardeesy, you have six minutes.

Karim Bardeesy: Thank you.

I have a couple of questions for Mr. Fast and then a couple of
questions for Monsieur Duhamel.

Mr. Fast, in the housing sector, there are some long-standing pro-
ductivity metrics that haven't moved as much, but you're in the
manufacturing part of the housing sector, and you've obviously
moved up the value chain. Can you speak, from a firm perspective,
on what you've done that maybe some of your competitors have not
done?

Neil Fast: Certainly. I have been involved in the construction in-
dustry since I was 18 and a half years old, and we have been con-
cerned about productivity and labour since then.

Particularly, we operate, as you said, at the high end of the mar-
ket, but we still see and are held captive by the productivity chal-
lenges in new home construction. We are involved in houses that
can take three and four years to build from the time they break
ground, much of that due to local permitting and labour restrictions,
and we build sports arenas in faster times than some of these
homes.

We operate on a custom perspective. Let me step back. If you
were in the COVID market, you saw 2022 and 2023 as some of
your largest years ever, as you were able to stuff the supply chain
full of inventory that you pushed off the shelf. As a custom manu-
facturer, we are tied in tightly with our home builders and archi-
tects, and we make nothing until the home is already well under
construction, and that certainly helps our ability to not get caught in
the whiplash of new residential construction.

I'm not sure if I answered your question in the way you were
looking for.
® (1230)

Karim Bardeesy: That's very helpful, thank you.

You also mentioned capital raising and having access to financ-
ing vehicles. The Competition Bureau just started a study on small

and medium enterprise access to lending from the big financial in-
stitutions. Without divulging any corporate secrets, can you just tell

us how you've traditionally financed and the role of banks, in par-
ticular, in that?

Neil Fast: Yes. We operate at a very high degree of, frankly, cor-
porate equity and reinvestment in the business. We have almost no
unsecured financing in the business and very little secured financ-
ing. We reinvest with the profits.

Karim Bardeesy: That's one of the benefits of a family enter-
prise in the long-term horizon, I gather.

Thank you.
[Translation]

Mr. Duhamel, you shared some very interesting and informative
statistics about businesses and a wave of upcoming retirements.

The former government implemented a public policy to encour-
age employee ownership. Are you satisfied with that policy? Is em-
ployee ownership a solution for dealing with the wave of upcoming
retirements that you mentioned?

Marc Duhamel: Thank you for your question.

Transferring a business to employees is one of the three main
types of business transfer. It is the least popular among transferors.
Only about 15% of them plan to transfer their business to employ-
ees. In Canada, the most popular type of transfer by far is the trans-
fer to external owners. Since 2018, this type of transfer has ac-
counted for 60% of transfer intentions, placing it far ahead of the
second most popular type of transfer, the transfer of the business to
family members, which accounts for approximately 25% of transfer
intentions.

Although there are programs aimed at transferring businesses to
employees and this type of transfer can improve a business's pro-
ductivity and financial performance, it remains a minor component
in the overall business transfer picture because approximately 85%
of business transfers involve other types of transfers.

Karim Bardeesy: Do public policies increase transfers to exter-
nal parties? Should one of the goals of public policy be to reduce
the sales rate for such individuals?

Marc Duhamel: From an economic perspective, the most im-
portant thing a public policy can do is to ensure the transfer of busi-
nesses. The main reason is that two major factors are often over-
looked when a business is transferred. First, the transfer prevents
the dissolution of the business and thus prevents the loss of intangi-
ble capital, which is becoming an increasingly important contribu-
tor to business productivity. Second, the transfer maintains the in-
tensity of the competition in local markets, particularly in more re-
mote markets. It is therefore important to ensure that transfers take
place.

What is the ideal method of transfer? The transferor and the buy-
er are in the best position to determine the best way to transfer the
business, whether it be to a family member, an employee or some-
one outside the business.

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

Mr. Ste-Marie, you have six minutes.

Gabriel Ste-Marie: I welcome Mr. Fast and Mr. Duhamel and
thank them for being here.
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My questions are for Mr. Duhamel.

First, I would like to give you the time to finish your presenta-
tion.

Marc Duhamel: Thank you very much.
I would just like to briefly add a few things.

First, Canada is facing a challenge in terms of business succes-
sion. Second, the approach that is often taken to address this chal-
lenge is akin to trying to fill a pool with a bigger hose in that we are
sending more new, fledging entrepreneurs into the pool. The prob-
lem is that we are losing a lot of these entrepreneurs. The wave of
transfers is threatening the survival of existing SMEs, which form
the foundation of a vibrant, productive and prosperous en-
trepreneurial ecosystem.

The best way to ensure the survival of these businesses is to
make sure that they get transferred. The problem that we are seeing
in Quebec is that most transferors and buyers go about the transfer
the wrong way and do not understand the process properly. Ulti-
mately, we end up with a relatively high transfer failure rate. As a
result, SME owners may hastily decide to dissolve their business.

From what we are seeing in Quebec, business transfer is a unique
market because of its lack of transparency. The information ex-
changed between buyers and sellers is sensitive business informa-
tion. Transferors tend to not want to reveal too much for fear of
negatively affecting the value of their business.

Nevertheless, more data is needed so that all transferors, buyers
and intermediaries working to promote or carry out a business
transfer are aware of the extent of the problem.

In Quebec, this approach to data production, which enables
transferors, buyers and all stakeholders in the ecosystem to become
aware of the importance of this phenomenon in their area, was fun-
damental to mobilizing all stakeholders, whether it be the Business
Development Bank of Canada, the Fonds de solidarit¢ FTQ,
Repreneuriat Québec or the Quebec ministry of economy, innova-
tion and energy, and encouraging them to develop strategies to bet-
ter prepare transferors and buyers and to find and train the next
generation of entrepreneurs so that they are able to take over a busi-
ness within a reasonable period of time.

® (1235)

Gabriel Ste-Marie: In your presentation, you mentioned the dif-
ference in productivity between a business that is taken over and a
new start-up.

Could you elaborate on that?

Marc Duhamel: It is important to understand that we want new
start-ups in Quebec, but that, in terms of productivity, a business
transfer has three big advantages over starting a new business.
Transferred businesses are the gems of Quebec's entrepreneurial
legacy. I have no reason to believe that things are any different out-
side of Quebec. Transferred businesses generate an average revenue
of $4.6 million and employ about 15 people. What is more, the rev-
enue level of transferred businesses is $300,000 per employee. It is
clear that these are not small businesses. Yes, many businesses are
transferred, but on average, they represent the best of the en-

trepreneurial ecosystem being passed from one owner to another.
That is much more important for very small businesses.

According to my research, whether we are talking about revenue,
number of employees, survival rate or the size of businesses at start
up and dissolution, Quebec's experience shows that, in Quebec and
Canada, we underestimate the potential contribution of business
transfers in accelerating business productivity.

Gabriel Ste-Marie: In your presentation, you mentioned that
Japan's population is aging more rapidly than ours. Of the business
succession practices that you have observed at the international lev-
el, particularly in Japan, which ones would be good for us to adopt
here?

® (1240)

Marc Duhamel: The international approach is inspired by what
is being done in Austria, Finland, France and many other countries.
Many countries are dealing with this problem.

The first step is awareness. We need to inform the stakeholders
in the ecosystem and produce statistics so that lawyers, accountants
and notaries can determine for themselves the demand for a busi-
ness and assess its value. I would remind you that 50% of business
owners have no idea how much their business is worth. One can
imagine how much work needs to be done. We therefore need to
raise awareness.

The second step is developing a national business transfer strate-
gy. As you know, Quebec is very well organized in this regard. For
example, Repreneuriat Québec was established to promote business
transfers. However, this strategy must align with what is happening
at the local and federal levels.

Right now, there is no federal strategy or road map that divides
the work among Industry Canada, the Quebec ministry of economy,
innovation and energy, and Repreneuriat Québec. There is a lot of
improvisation happening.

The other—

The Chair: I'm sorry to interrupt you, Mr. Duhamel, but
Mr. Ste-Marie has already gone over his time by 90 seconds, so I
must give the floor to Mr. Guglielmin.

Mr. Guglielmin, you have five minutes.
[English]

Michael Guglielmin: Thank you to both witnesses for their tes-
timony so far.

Mr. Fast, you mentioned in your opening remarks that you em-
ploy 700 people and about 85% of your product goes to the United
States. I know you've stated previously that a 25% tariff, which had
been threatened, would instantly raise prices, make your dealers
less competitive, hurt their profitability and hurt your bottom line.
The general theme here is that businesses require certainty when it
comes to budgeting and capital allocation.
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How is trade uncertainty impacting your capital investment deci-
sions and, by association, your hiring?

Neil Fast: Let me approach this from two sides, first, the de-
mand side and then our investment side of the business.

When we sell our product, we start that process. It may be 18 to
24 months before we ship, so we require a great deal of commit-
ment from our sales staff who are independent business people in
the U.S. If these U.S. businesses can't count on us to provide a
product at the original prices, because of changing tariff environ-
ments, it will become an obvious solution for them to move away
from Canadian suppliers. Certainly, once we lose that mindshare
and market share in the U.S., that is a decades-long process to re-
build. Having tariffs raise our prices would be an immediate blow
to our competitiveness.

The second is that we look at major plant investments. You
would expect that, for anything of significant size, you are looking
at a four- to five-year payback time before you start seeing positive
cash comeback on an investment. That certainty, in terms of what
our ongoing sales outlook may be, absolutely drives our ability to
invest in new equipment, and then again, there's the cost basis of
that equipment as it rapidly escalates. We recently shelved one in-
vestment product because over the course of the 14 months it took
us to build out our business case and decide to go forward, the cost
had inflated so much it became unreasonable to go forward with
that project.

As a product that is made with a lot of labour input, we need the
machines to aid the people, and without machines, we can't hire
more people to work them.

Michael Guglielmin: I want to pivot here to interprovincial
trade barriers. You've pointed out that interprovincial trade barriers,
such as differing energy codes and certification requirements, make
it harder for companies like yours to operate efficiently within
Canada. How significant are these internal regulatory inconsisten-
cies in limiting your growth within Canada?

® (1245)

Neil Fast: As Mr. Greer said in the prior hour, in our field it is as
much regulations as it is actual trade barriers.

Construction in Canada is ruled by a national building code, but
that becomes fractionalized at a provincial level and then again at a
city or a regional level. Sometimes it is, with common sense, that a
product in the rain in Vancouver should perform differently from
how it performs in the snow in Winnipeg. Oftentimes, those are
strictly because a local city or a province wants to put their fingers
on the code. That makes it very challenging to move product back
and forth.

Michael Guglielmin: Are there any specific changes, or is there
co-operation between federal and provincial governments that
you'd recommend to lower the regulatory red tape burden to help
facilitate growth and make you more competitive, both domestical-
ly and internationally?

Neil Fast: [ would echo Mr. Greer's comments of being very ex-
cited about the talk six months ago about all of the provinces get-
ting ready to harmonize and to eliminate trade barriers. That has
gone quiet now, and I do hope that is because of hard work going

on in the background and not because of jockeying for political po-
sition.

Michael Guglielmin: For my last question, may I have a quick
response, if you can?

At town halls in the past, you mentioned layoffs. What is your
company doing to avoid layoffs, and would you be able to sustain
that in the case of long-term uncertainty?

The Chair: Would you respond very quickly, Mr. Fast?

Neil Fast: We do some job sharing and have occasionally shut
down for a week. That has allowed us to ride through.

The Chair: Thank you very much.

Madam O'Rourke, you have five minutes.

Dominique O'Rourke: Thank you, Chair.
My first question is for Mr. Fast.

I am hoping you're aware of the BDC-EDC regional tariff re-
sponse initiative, which may be helpful for you in the coming
months.

I am also hearing from medium-sized businesses in Guelph and
nationally that there seems to be a missing middle for manufactur-
ing. There is support for entrepreneurship, innovation, small busi-
nesses and start-ups to help them scale, and then there is support for
the larger organizations, but that piece in the middle needs some-
thing different.

I'm wondering what programs or supports you think would be
helpful for medium-sized businesses.

Neil Fast: Thank you for that question. I could not agree more.

I would like to echo.... We have all of these new programs, and
while I have a limited understanding of the BDC-EDC program,
our ability to take advantage of these programs, every one of them,
comes at the cost of employee attention. As we work to comply
with export regulations and customs and to understand tariffs, the
reporting requirements of what country of origin the aluminum is
smelted in consumes so much capability. We have had to start hir-
ing consultants to help us comply with human trafficking regula-
tions.

The ability to take advantage of these programs with less over-
head and fewer requirements, or by removing some of the overhead
that is already placed on us, would really allow us to take more
benefit.

Dominique O'Rourke: That's a great recommendation for us.
I've made a note of that.

You mentioned that some of your manufacturing is taking place
in Europe. Are there any opportunities to pivot to some domestic
manufacturing around that to build and buy Canadian and to reduce
your costs of import?

Neil Fast: We do all of our manufacturing and assembling here
in Manitoba, Canada. We have several significant vendors that are
located in Europe.
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What happened even six or eight months ago was that they
would ship to a large location in the U.S., where that product may
have been combined with something that was manufactured in the
U.S. and China and then redistributed throughout North America as
a complete product.

To bypass tariffs, all of those issues have changed. In that way,
it's a benefit to Canada. More work is being driven into Canada be-
cause of those tariff walls.

® (1250)
Dominique O'Rourke: Thank you.

[Translation]
My next question is for Mr. Duhamel.

We have been talking about productivity in Canada for 30 years.
I'm a visual person. If you had to create a continuum of actions to
improve business productivity in Canada in the short, medium and
long term, where would you place the most relevant initiatives?

What is urgent, what needs to be done over the next two years
and what needs to be done in the longer term?

I am relying on your expertise to help the committee do its work.

Marc Duhamel: I'm not an expert in productivity. I'm sure you
will be hearing from other experts who will talk to you about this.

I'm here to tell the committee about the importance of business
transfer. Let's look at the example that you mentioned, namely
medium-sized businesses that employ between 100 and 499 people.
A total of 8.5% of medium-sized businesses are transferred, while
0.8% are start-ups and 0.1% are dissolved.

Business transfer is therefore one way of improving and acceler-
ating business transformation through new investments in innova-
tion and technology.

I sincerely believe that this course of action has been overlooked.
It is new, but it should be urgently studied in depth by the commit-
tee.

Dominique O'Rourke: Thank you.
The Chair: Thank you, Ms. O'Rourke.

Mr. Ste-Marie, you have two and a half minutes.

Gabriel Ste-Marie: Mr. Duhamel, in two and a half minutes,
can you talk to us about the funding needs of young buyers?

Can you also tell us what you mean by the “intangible capital” of
businesses?

You can also use the time to share any other comments you may
wish to make.

Marc Duhamel: Thank you for the question.

In Quebec, the average transferred business has an annual rev-
enue of $4 million and employs about 15 people. It's obvious that
entrepreneurs under the age of 30 have a really hard time finding
the capital they need to buy such a business. In fact, the segment
that is experiencing the strongest growth is buyers aged 55 and
over. Older people or senior entrepreneurs make up the segment
that has the strongest intention of taking over businesses in Quebec,

and I have no reason to believe that things are any different in the
rest of Canada.

We are talking about protecting the intangible capital of busi-
nesses. What is intangible capital? It is assets that lack physical
substance, such as trade secrets, patents and all other forms of ex-
plicit or implicit intellectual property that contribute so much to the
value-added businesses in Canada, as studies by Statistics Canada
show.

A business transfer is important to protect this capital, since it
will ensure its survival, while a merger, an acquisition that liqui-
dates all of the company's assets, or worse still, a dissolution, will
result in the loss of this intangible capital.

Gabriel Ste-Marie: Thank you very much.

The Chair: Thank you everyone.

I want to thank Mr. Fast and Mr. Duhamel for being with us this
afternoon.

[English]

Thank you very much for making yourselves available to the
committee. I appreciate the insight very much. It's quite useful and
helps guide us as we move forward.

We'll dismiss the witnesses. Thank you very much. You're wel-
come to drop off.

Colleagues, I want to raise one quick thing before we go.

This is just as a matter of practice. We've been meeting for a cou-
ple of weeks now, and I think we've gotten a feel for style. I've al-
lowed us, quite graciously, to go over time in most instances be-
cause | always feel my job is to make sure—no pun intended—
we're productive and efficient and that there's no use in calling wit-
nesses.... The downside is that we lose time. Every time I allow
somebody to go a minute, a minute and a half or two minutes over,
it cuts into someone else's time.

I'd like to suggest that when we look at the way we move for-
ward, in the second round, the Conservatives and the Liberals will
get five minutes. That's the last two, so that's 10 minutes. Ultimate-
ly, the discretion is mine, but I don't want to be a dictator here, so [
would like to suggest, if everyone is amenable to this, that we kind
of operate with the understanding that we're not going to go to that
last part of the second round. If we make up the time, then we make
the offer.

If we operate with it.... I see it as a little bit unfair because a
member comes, puts their name on the list; they've prepared a ques-
tion and now we're 15 or 20 minutes over time and people are say-
ing that they have to get to their next meeting, etc.
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This is just food for thought. We don't have to make a formal de-
cision. I just want to put it out there that I've really tried to not cut
people off, but there comes a point when, of course, I have to do
that because it comes at the expense....

Maybe it's something we can discuss among the respective critics
for the parties around the table. I just wanted to put that out there
because I don't want to get in the habit of saying, “Sorry, witness,
we've gone over. You still have something to add that will be useful
to the committee, but I'm stopping the clock here just for the sake
of making sure we end on time.”

Does what I'm proposing kind of make sense?

1 share this just as where my thinking is.
® (1255)

[Translation]

We don't have to make a decision today. I just wanted to share
some thoughts now that we have had a few meetings.

Thank you, everyone.
[English]

The meeting is adjourned.
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