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® (1100)
[English]

The Vice-Chair (Adam Chambers (Simcoe North, CPC)): |
call this meeting to order.

Thank you for being here today.

Before we get to our witnesses, we do have a matter of commit-
tee business to attend to. I'll ask the clerk to provide a brief state-
ment, and then we will hold an election for the second vice-chair.

[Translation]
The Clerk of the Committee (Grant McLaughlin): Thank you.

We need to elect a second vice-chair. I'll begin the process.

Pursuant to Standing Order 106(2), the second vice-chair must be
a member of an opposition party other than the official opposition.

I am now prepared to receive motions for the second vice-chair.

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

Peter Fonseca (Mississauga East—Cooksville, Lib.): I'd like to
nominate Gabriel Ste-Marie as second vice-chair.

(Motion agreed to)

The Vice-Chair (Adam Chambers): Thank you, colleagues.
We are slowly reclaiming and bringing the finance team back to-
gether. We have a number of folks here today.

Pursuant to Standing Order 108(2) and the motion adopted by the
committee on Thursday, September 18, 2025, the committee is re-
suming its study of the forthcoming CUSMA review.

We have with us today, from the International Brotherhood of
Boilermakers, Joseph Maloney, who is a representative of that orga-
nization. We have, from Nordic Paper Quebec Inc., Dany
Larochelle, chief executive officer, joining us online today. Then,
finally, from the North American Equipment Dealers Association,
we have Nancy Malone, who is a vice-president of that organiza-
tion. Welcome to you all.

We'll begin with opening remarks of five minutes each. I appre-
ciate your sticking to our time constraints, and we'll have lots of
time for committee members.

I would like to welcome Mr. Maloney to make his opening state-
ment of five minutes.

Joseph Maloney (Representative, Canada, International
Brotherhood of Boilermakers): Thank you very much for the op-
portunity.

The International Brotherhood of Boilermakers has been build-
ing and maintaining Canada's industrial facilities since the 1890s.
Our trade is a major builder in shipyards, petrochemical plants,
pulp mills, steel plants, steel fabrication shops, mines, cement
plants and conventional and nuclear power plants.

The boilermakers union in Canada represents approximately
12,000 highly skilled men and women who fabricate, install, main-
tain and inspect boilers, pressure vessels and the associated equip-
ment that keep Canada's industrial sector strong. We have a very vi-
brant, four-year on average apprenticeship system, producing ap-
proximately 250 to 300 apprentices annually who train to a Red
Seal standard.

As a union, we are the labour supplier for over 200 boilermaker-
specific contractors. Our work picture would normally consist of
new projects under construction and seasonal shutdown and
turnaround maintenance work, which are normally each spring and
fall. We were managing this work schedule quite well until about
2011, when the oil patch in northern Alberta experienced a major
boom due to increased oil prices. This resulted in manpower short-
ages, particularly in Alberta, so we developed a temporary foreign
worker program in partnership with our employers.

The boilermaker TFW program is unique, as the boilermakers is
the only construction union to have established its own program at
no cost to its employers. In developing our temporary foreign
worker program, we wanted to make sure that there would be abso-
lutely no exploitation of a worker. That meant not using head-
hunters or labour brokers.

Any TFW coming into Canada working as a boilermaker would
work under the same terms and conditions as a Canadian boiler-
maker under our collective agreement in that province. Our TFW
program has been recognized by IRIS, the international recruitment
integrity system, which was created by the International Organiza-
tion for Migration, a division of the United Nations, as a best prac-
tice regarding temporary foreign workers.
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We focused first on our sister locals in the U.S. and then expand-
ed our search to Ireland for high-pressure welders. As you know,
the TFW program is employer-driven, and the employer must file
an LMIA, or labour market impact assessment. From 2011 through
2018, we brought in 262 Irish temporary foreign workers, all high-
pressure welders, who worked a total of just over 202,000 hours
collectively, and we brought in 470 U.S. boilermakers, who worked
a total of about 300,000 hours collectively. We brought them in pri-
marily on shutdown work, where we were experiencing short-term,
high-density labour demands. These TFWs worked for approxi-
mately three to four weeks. When the job was completed, they were
returned home.

In 2019, employers were becoming reluctant to utilize TFWs, as
the LMIA fee increased several times to the current level of a non-
refundable $1,000 per applicant, which proved problematic. The
explanation given for these increases was to offset the administra-
tion costs to the government. This fee presents an unnecessary ex-
pense and burden to our contractors. We raised concerns with the
ESDC at the time, but unfortunately, the LMIA fee is still being
charged.

Our ask is simple. Amend chapter 16 of CUSMA to include a
construction-specific designation to allow unions like the boiler-
makers, in partnership with our employers, to access qualified boil-
ermakers for short-term, high-density work demands with no LMIA
fee attached, in the U.S. and abroad.

Also, update the existing H-2B visa program in the United States
to be construction industry-specific to allow trades like ours, via
U.S. employers, to access qualified Canadian boilermakers in short-
term, high-density shutdown cycles. Currently, the H-2B visa pro-
gram in the U.S. is available each January, and all of the visas are
usually gone within a few days because construction is involved in
there. They're also lumped in with agriculture and service workers.

® (1105)

Those are our requests. We're asking for a construction industry-
specific program inside CUSMA that doesn't have an LMIA fee at-
tached, and some kind of expedited system whereby we can bring
people in from the United States.

Sometimes we'll get a call for a shutdown that we need 400 boil-
ermakers for, and we may only have 300 available across Canada.
It's the same thing when we go to Ireland for our welders. We go
there because there's no language barrier, and they're also trained to
the same standards we have here under the ASME welding codes.

Thank you.
The Vice-Chair (Adam Chambers): Thank you, sir.

Mr. Larochelle, you have five minutes for an opening statement.
[Translation]

Dany Larochelle (Chief Executive Officer, Nordic Paper Que-
bec Inc.): First of all, let me thank you for giving me the opportu-
nity to speak before you. It is a privilege, and I thank you on behalf
of Nordic Paper Québec.

The purpose of my remarks is to inform you of Nordic Paper
Québec's operational and strategic situation in the context of the

Canada—United States—Mexico Agreement—or CUSMA, the strate-
gic role the company plays in the local economy, the risks affecting
the North American and European markets, as well as the strength-
ening of anti-dumping mechanisms aimed at supporting the indus-
try and protecting quality jobs.

Nordic Paper Québec is a highly specialized pulp and paper mill
operating in a niche market: food-grade paper, a high-value-added
specialty paper. As the only mill in Quebec and Canada to produce
this type of paper, we have been doing business since 1953.

As I mentioned, the mill manufactures food-grade paper for
molds, liners and paper separators. You'll find our products in the
bacon industry, among others, as well as the blotting paper industry.
Our paper is grease-resistant. This means you'll also find us in the
paper industry for muffins, bread and pizza—along with any baked
goods where grease resistance is required.

As for our certifications, we are accredited by the Food and Drug
Administration, the Safe Quality Food Institute and the Forest
Stewardship Council's forest certification system. We are also
kosher certified, and our market is international.

The company serves customers outside Canada—85% of our
production goes to the United States, about 5% goes to Canada and
the rest goes to other parts of the world. Nordic Paper's annual pro-
duction stands at approximately 14,000 tons of paper per year, gen-
erating revenue of about $45 million, primarily from exports. This
is a valuable asset, both for Quebec and for Canada. We have ap-
proximately 70 skilled employees who work in various departments
and hold stable, well-paying jobs.

In terms of our economic impact, our payroll is approximate-
ly $7 million dollars. We therefore stimulate the local economy and
generate significant tax benefits for our country.

As for the risks associated with unfair practices, the closure of
our plant would certainly hurt employment, the industrial base and
the specialized manufacturing expertise we have here in Canada.
Maintaining the current CUSMA terms is important. Nordic Paper
wishes to retain the current rules without changes to preserve trade
stability. The absence of tariffs facilitates the free movement of
goods between Canada, the United States and Mexico. Predictable
rules allow for investment and operational planning, ensuring com-
petitiveness in the international market.
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The instability we experienced in 2025 with the arrival of the
new United States administration put a $500 million investment
project in Quebec City on hold—a project to build a new food-
grade paper mill. The instability we experienced in the months fol-
lowing the election of the new U.S. President led us to set this ma-
jor project aside.

CUSMA is a fundamental pillar of stability for Nordic Paper
Québec and for the specialty paper sector in North America. How-
ever, we would like to warn you about the impact of the dumping
that Europe has just experienced. Chinese producers captured over
20% of the European food-grade paper market within a single year.
We are beginning to fear that this will also happen in Canada, as
low-cost Chinese products entering the country threaten fair com-
petition and the viability of local manufacturers. This is what we
have observed since the U.S. tariffs took effect. China turned to Eu-
rope, and is now turning to Canada to break into our market.

Dumping places significant pressure on margins and threatens
the survival of specialized North American mills, because we can-
not compete with the prices the Chinese are able to offer. Without
effective protection, successful companies like Nordic Paper
Québec cannot compete on a level playing field.

In terms of rapid growth, Chinese producers have swiftly in-
creased their share of the food-grade paper market. As I mentioned,
they captured 20% of the European market within a year. Low sell-
ing prices—which are often below cost—are putting significant
pressure on North American and European producers. Consequent-
ly, this situation is leading to shrinking margins, reduced invest-
ment and plant closures.

® (1110)

There is also cause for concern: We currently know that an al-
liance between China, Asia and Russia is forming, and we expect
markets to be flooded once everything is settled, because these
countries have state-of-the-art factories that are more cost-competi-
tive than ours. Therefore, we ask you to be watchful of Chinese
dumping.

We would also like to conclude free trade agreements with South
American countries, such as Argentina and Brazil, to facilitate our
entry into those markets.

Thank you.
[English]
The Vice-Chair (Adam Chambers): Thank you very much.

Ms. Malone.

Nancy Malone (Vice-President, Canada, North American
Equipment Dealers Association): Thank you, Mr. Chair and
members of the committee, for the invitation to appear here.

The North American Equipment Dealers Association, NAEDA,
is an international trade association representing approximately
1,000 farm, industrial and outdoor power equipment dealers with
2,500 locations in the U.S. and Canada. Our Canadian division cov-
ers over 100 dealer groups with nearly 400 locations across the
country. Our dealers are all sizes, from single-store locations to
large multi-store organizations, selling dozens of brands of main-

line and short-line equipment, and their collective sales total
over $10 billion annually.

More importantly, agricultural equipment dealers in Canada em-
ploy more than 18,000 people who are located primarily in rural
communities. The job opportunities they provide are professional in
nature, highly trained and, in some cases, highly technical. More
often than not, ag equipment dealerships offer some of the highest-
paid job opportunities in rural communities.

Agricultural equipment dealers play a critical and often forgotten
role in the overall ag value chain. At every phase of the farmer's or
producer's activities, you'll find one of our dealer's tools or tractors,
helping them get the job done faster, better and more safely than
ever before, allowing even small farms to produce and compete at
the highest market levels.

From our perspective, CUSMA has been an outstanding success.
The economic integration and competitive benefits derived from
tariff-free market access have brought stability and predictability to
the regional equipment market supply chain, which have led to eco-
nomic growth in each country. The ability for our dealers to hire,
expand and invest depends on the certainty of this trade agreement
moving forward. Therefore, we are happy to hear today's announce-
ment, but we also strongly urge the Canadian government to make
every effort to maintain the free and fair trade environment that
CUSMA has provided to all signatory countries.

Our equipment has moved seamlessly back and forth across the
border for decades. Farm equipment was exempted from both du-
ties and tariffs even prior to the signing of NAFTA. The reality is
that Canada is a net importer of large agricultural equipment, and
for our dealers to diversify from their existing manufacturer part-
ners would be extremely difficult. The ag equipment business is a
highly competitive, multi-billion-dollar global industry with diver-
sified manufacturers and supply chains, but it is also a mature mar-
ket that has rationalized down to a handful of world-class manufac-
turers. New players or market disruptors are highly unusual in our
industry.

The equipment purchased by Canadian dealers from primary
mainline brands like John Deere and Case IH is 100% manufac-
tured in the U.S. Other large international brands like New Holland,
CLAAS and Kubota may have corporate roots outside of the U.S.,
but many of their machines are manufactured in the United States
specifically for North American markets and then transported to
Canada. It's not only the equipment, but most of our repair parts
come through the global supply chain via the U.S. and end up on
our dealers' shelves in support of Canadian customers.



4 CIIT-40

June 2, 2026

Our tractors and tools can be found everywhere in the sector, and
our dealers' ability to support their customers, who are agri-food
producers and farmers, remains integral to Canada's food security.
Therefore, we must ensure that this equipment continues to flow
freely across the border.

Our dealers also serve as the main distribution network in
Canada for domestic agricultural brands, and our own agricultural
manufacturing sector is strong, but companies tend to produce
short-line products or smaller tractors. In some cases, Canadian
short-line products account for a significant share of dealers' whole
goods revenues, making their long-term viability especially impor-
tant to both Canada and the U.S., which receives 80% of Canada's
ag equipment exports. Unfortunately, these manufacturers do not
produce equipment that can substitute for the larger main lines, like
John Deere. Consequently, many of our dealers have limited or no
ability to source new mainline products domestically, either on a
national or regional basis, or reasonably from non-U.S. sources.

We appreciate the measured and thoughtful approach the govern-
ment has taken over the past year when it comes to the trade war.
Particularly early on in the conflict, we were fearful that broad
countertariffs would be imposed, and this would have been disas-
trous, as any countertariffs on farm machinery would have com-
pounded prices for Canadian farmers, producers and, ultimately,
consumers.

Unfortunately, today's global steel tariffs are having an impact on
all the manufacturers, and therefore on dealers and customers. The
larger global manufacturers have tried to absorb the bigger price
shocks by spreading the tariff burden across their diverse product
lines and global territories. If the global trade environment remains
as complicated as it is today, it is likely that customers will be pay-
ing higher prices well into the future.

As the government considers its approach in the forthcoming
trade negotiations with the U.S., members of NAEDA request that
Canada fight to preserve the CUSMA language that allows farm
equipment to freely cross our border. Our dealers play an integral
role in supporting Canada's farmers and producers and we hope to
continue that work for generations to come.

® (1115)

Thank you.

The Vice-Chair (Adam Chambers): Thank you very much.
We'll now move to our rounds of questioning. The first rounds are
six-minute rounds.

Mr. McKenzie, you have the floor.
® (1120)

David McKenzie (Calgary Signal Hill, CPC): Thank you, Mr.
Chair.

First, Ms. Malone, you somewhat concluded your remarks touch-
ing on the integrated nature of manufacturing. Can you expand a bit
on that? I'm concerned. If most of the product that your members
import is manufactured in the U.S., what then is the role of some of
the tariffs that have been imposed on Canadian aluminum and steel
that might head to the U.S. as inputs?

Nancy Malone: The inputs come from all over the world. When
you speak about mainline equipment—and when we say mainline,
we mean large tractors—they source their inputs from all over the
world. Once they are going into the U.S., all of these—it doesn't
matter if they're coming from Canada, China or wherever—inputs
are being tariffed. Therefore, in order for manufacturers to create
and make their machines, the prices are going up, even if there are
no tariffs once they're coming back and forth across the border. It
compounds that issue if we were to impose something in a counter-
tariff measure.

1 don't know the value or the percentage of Canadian inputs into
U.S. equipment, but it's a very competitive market, as we know, and
there will be some issues if that remains in terms of keeping the
prices of machinery at a somewhat acceptable level.

David McKenzie: Has your organization been involved in con-
sultations with the Government of Canada in respect of CUSMA?

Nancy Malone: Yes.

David McKenzie: Can you explain or talk a bit about the nature
of those consultations?

Nancy Malone: We've participated since the beginning when the
original tariff structure was imposed by the U.S. There were discus-
sions with industry in terms of whether there ought to be counter-
tariffs, so we got good reception from the department of trade and
the ag department, and others, in terms of pointing out how, if they
were to take our equipment as a.... John Deere and those types of
manufacturers are big targets, but we had to walk them through and
say that this was going to have a significant impact, not only on
farmers but also on that middle layer of support, which is what our
dealers are. They're very large employers and very large supporters
of farmers and producers, and that was the education we provided.
They were very receptive to it and understanding of that.

David McKenzie: I think at an early point the Mark Carney gov-
ernment intended to inflict some reciprocal tariffs on the U.S. prod-
uct coming into Canada, but ultimately that was abandoned by the
Carney government.

Nancy Malone: Yes. That list of countertariffs was very large,
very long and covered a lot of industries. Our industry would have
been significantly impacted. At the end of the day, the only prod-
ucts that did get pulled in were some larger commercial mowers,
and that has gone away now.

We do have one small piece of equipment that is still sort of
hooked in on some of these countertariffs, but it's not significant in
the grand scheme of things.

We need to be careful, because we cannot produce those products
in Canada at this point.
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David McKenzie: Would your members like to see the CUSMA
negotiation opened, successfully concluded and closed?

Nancy Malone: Yes. I think today that Minister LeBlanc said
that we should just continue on with 16 years of stability and ad-
dress pain points individually as needed. We are looking for stabili-
ty. We want predictability, as any business does. If we continue
with our equipment moving under the protected status as it is right
now, that will be extremely valuable for our dealers in terms of
their ability to plan ahead with their manufacturers to make sure
that there's equipment moving across the border in a seamless way.

David McKenzie: Thank you very much.

Mr. Maloney, | have a similar question for you. Has your organi-
zation been involved directly with the federal government in con-
sultations respecting the renewal of CUSMA?

Joseph Maloney: We have not about the renewal of CUSMA,
but we certainly do support that. We've been in discussions with
them on the temporary foreign worker program and how it relates
to the construction industry.

David McKenzie: What kind of reception have you received?

Joseph Maloney: It's always been very welcoming, but we just
can't get to where we want to be.

David McKenzie: What do you think the principal barrier is to
getting to where you'd like to be?

® (1125)

Joseph Maloney: The rules are right now that construction is
lumped in with everybody else, and temporary foreign workers in
construction are not segregated. When they established a $1,000
LMIA fee, we in the industry really understood that it was a penalty
for the bad actors out there. Some of these actors were using tem-
porary foreign workers as an everyday business cycle.

We bring in temporary foreign workers when we actually need
them. To try to get a qualified boilermaker or high-pressure welder
in Canada when there's none available...it's just not there. People
say that they can weld, but they can't weld to our calibre. That's
why we have to bring them in. Every day that a job goes on longer
costs more to industry, which is more cost to the economy. When
you get big shutdowns, like in the Fort McMurray area with Syn-
crude or something like that, every time those plants are shut down,
it's millions of dollars a day.

If those things get extended out for two, three, four days or a
week, it's a lot of money to the economy. They rely on us to do it,
but when every boilermaker in the country is exhausted..., and we
do go right across the country in a very exhaustive manner. That's
why we like to have an expedited way to bring qualified people in.

Believe me, we meet them at the airport when they come here.
We put them in housing. We set them all up, and then, when the
job's finished, they're laid off. We take them back, and they're gone.
There's absolutely no room for abuse. We monitor it.

David McKenzie: Thank you, sir.

The Vice-Chair (Adam Chambers): Monsieur Lavoie, please
go ahead.

[Translation]

Steeve Lavoie (Beauport—Limoilou,
Mr. Chair.

Lib.): Thank you,

1 would like to thank the witnesses for taking the time to join us
today. This is very important.

I'll begin with some questions for Mr. Larochelle of Nordic Paper
Québec. I met him a few weeks ago at a round table meeting with
business owners from my riding, Beauport—Limoilou. It was ex-
tremely interesting. During the discussion, the recurring message
centred on the difficulty of long-term planning. Long-term invest-
ments and trade uncertainty were topics that frequently arose. Busi-
nesses have to plan on a monthly basis.

Mr. Larochelle, what is your view on the update to the Canada—
United States—Mexico Agreement, or CUSMA? Would updating
and signing CUSMA help restore confidence among investors and
bankers, for example?

Dany Larochelle: There's no doubt that having a new agree-
ment—one that would be negotiated and upheld—would promote
greater stability. When the new U.S. administration took office in
early 2025, we certainly thought we had a contractual agreement,
but I can tell you that it led to enormous instability. Even though we
knew we had a contractual agreement, it cost us a project, which is
currently on hold. Before resurrecting this project, we'll need the
agreements we have to be more reliable and to be upheld. Above
all, we must ensure they're upheld. I imagine that, as part of your
process, you'll ensure that commitments are met by both parties and
that the arrangements are reliable. That will help us.

I also think the government may need to put systems in place to
provide us with more support. Given the instability of the whole sit-
uation, I can tell you that financial institutions are currently very
cautious. They're asking for the shirt off our backs before they lend
us any money. We need a little help to provide guarantees or be
more reliable.

Steeve Lavoie: know how bankers

Mr. Larochelle.

Yes, 1 operate,

Before continuing on the topic of the CUSMA, I'd like to come
back to one point. Earlier, you said something that raised a question
for me. It related to Chinese dumping. In your opinion, are there
currently any rules or barriers in place to prevent Chinese dump-
ing? If not, should they be introduced? I'd appreciate a brief answer.

Dany Larochelle: I am not familiar with the current rules on this
matter. Our company is owned by a Swedish corporation. We have
factories in Sweden and Norway. Over the past year, | can tell you
that Chinese dumping in Europe meant a 20% loss of market
share—all within a single year. This phenomenon is starting to take
hold in Canada.
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A Montreal company receives paper from China that is of very
high quality, but it comes without any accompanying certificates.
For example, there is no way of knowing whether PFAS regulations
are being followed—whereas we, in Canada, are subject to regula-
tions. We must comply with all applicable regulations. Chinese
products do not necessarily arrive with the proper documentation.

Now we're looking to the future. In recent years, we haven't real-
ly focused on the South American market, but given the global
geopolitical situation, we're starting to look in that direction.
There's a large population there. Brazil and Argentina are well-pop-
ulated countries that we haven't focused on in the past. We're going
to start looking into them. We know that, currently, China exports a
lot of paper to these countries. We'd like to explore the possibility
of reaching an agreement with Canada. That would allow us to en-
gage in free trade, without paying duties. These countries have
greater economic stability, which would enable us to trade with
them and sell our paper there.

® (1130)

Steeve Lavoie: That's very interesting.

Indeed, it's intriguing when you say that paper from China has
started arriving in Montreal, but without certification. That might
be an issue worth further investigation to see how the mechanism
came about.

We've seen other sectors hit by Chinese dumping. There's even a
wood furniture factory that was forced to close. We shouldn't let the
same thing happen in your industry.

During the round table, many companies discussed market diver-
sification, and they didn't see how it could be profitable or realistic
given the current situation.

I understand that we're discussing CUSMA today. You men-
tioned South American countries. Mercosur is a different agree-
ment. However, in your case, you are still seeking to diversify your
market.

Dany Larochelle: Yes, we're looking into it. These are markets
we hadn't been focusing on, but we now find ourselves having to
consider them.

There's another thing we're seeing right now that scares us. When
we were planning to install new machinery here in Quebec City, the
business models or factory layouts we were shown involved facto-
ries that were recently built either in China or in Russia. There was
nothing from the United States or Europe. Everything came from
those countries. Our fear is that after the war—if there is a rap-
prochement between Asia, China and Russia, and those countries
enter our market—the situation could become very challenging. It
must be said that their factories are far more modern than ours.
They've invested in their factories. Right now, these factories are
operating at reduced capacity, but we're afraid that at some point
they'll enter the market—both in the United States and in South
America, or even in Europe. That worries us. Our industry will
have to plan for the postwar period.

Steeve Lavoie: I see that time is flying by. We have a few sec-
onds left.

What would you like us to keep in mind when it comes to the
CUSMA negotiations?

Dany Larochelle: I think that, for our sector, things are fine for
now. We just need to keep making sure there are no tariffs and that
no new ones are imposed by decree. That scared us at the beginning
of the year. It hurt us last year, in 2025. In March and April 2025, it
hit us hard.

Steeve Lavoie: Thank you, Mr. Larochelle.
[English]

The Vice-Chair (Adam Chambers): Thank you.

Monsieur Ste-Marie, welcome to the committee. Congratulations
on your appointment. It's nice to have you here.

[Translation]

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

Mr. Chambers, it's a pleasure to see you in the chair, which you
are handling with great aplomb.

I'd like to take a few moments to greet all my colleagues. It will
be a pleasure to work with you. I will be serving on this committee
only on Tuesdays until the end of the parliamentary session. On
Thursdays, I sit on the Standing Committee on Industry and Tech-
nology, which meets at the same time. Naturally, this committee is
of the utmost interest to me. I hope to rise to the challenge of work-
ing with all of you.

Welcome to the three witnesses.

Thank you for joining us. Your remarks and responses were per-
fectly clear. I believe we have fully understood your comments on
each of your requests related to the CUSMA renegotiation.

My first questions are for Mr. Larochelle.

It's a pleasure to meet you and hear your comments. I'll try to
pick up where Mr. Lavoie did such a good job of launching the con-
versation.

You mentioned your $500 million modernization project, which
was put on hold not because of tariffs, but due to the uncertain en-
vironment. The project isn't moving forward—again because of the
uncertain environment. Is that correct?

Dany Larochelle: Yes. What happened was that at the end of
2024 and the beginning of 2025, our order book was full. It was
completely filled. We spent two years preparing this project. It took
two years to get the project off the ground. There was market engi-
neering, engineering to assess the costs. We were ready. We re-
ceived our report in January 2025. March rolled around, and we
were given to understand that tariffs would be imposed on our pa-
per, even in Canada.



June 2, 2026

CIIT-40 7

Within a month and a half, our order book went from full to
about 25%. We even had to shut down operations in June and Ju-
ly 2025 as a result of this period of instability. The tariffs were in
effect for perhaps three or four days, which isn't very long. Howev-
er, we lost many orders because of the uncertainty, even from
U.S. customers who didn't know whether the tariffs applied or not.
Orders were either cancelled or postponed, which caused instabili-

ty.

At the same time, we acquired new owners. When they took over
in that context, it wasn't the right time to invest. We went from a
full order book to factory closures. The situation has remained the
same.

For now, our European sister factories are bearing the brunt of
the tariffs. For them, it's been a disaster for the past six months, I'd
say. This is quite significant because, given that the United States
has imposed tariffs, these plants are unable to sell paper to the Unit-
ed States, which is the major market in our industry. For now, the
project remains on hold.

® (1135)

Gabriel Ste-Marie: Your group's mills in Europe are being hit
by tariffs, unlike your mills, and they are not getting any orders be-
cause of those tariffs. Is that correct?

Dany Larochelle: That's correct.

Our Canadian customers, who are right in our backyard, are sup-
plied by our mills in Sweden and Norway. For our part, we are fo-
cusing on the United States, since we don't have tariffs, or on Mexi-
co. These mills fill the orders we would normally get for Canada;
otherwise, they would have very few orders.

Gabriel Ste-Marie: From what we're hearing, this climate of in-
stability and uncertainty is quite devastating for all sectors. Let's
hope it ends as soon as possible.

You mentioned that when you didn't get any orders, there was in-
ventory to clear out and customers were waiting to see what would
happen. You also mentioned dumping. Are American customers
turning to Chinese or Russian producers in large numbers?

Dany Larochelle: No, not yet. China has not yet entered the
U.S. market. However, given the current situation, it has made a
strong entry into the European market, and its prices are lower than
production costs.

Gabriel Ste-Marie: I'm no expert, but to my knowledge, if there
is Chinese dumping—for example, if a Montreal-based company
receives goods without the necessary certifications—the manufac-
turers themselves must file a complaint alleging dumping and must
demonstrate that it is causing them harm. It's a lengthy, complicated
and costly process.

There is also another option. When market conditions are diffi-
cult, as is currently the case due to uncertainty related to the U.S.
market, for example, the government can impose temporary tariffs,
known as safeguard measures. I don't know if you have ever heard
of this, but is it an option you might consider?

Dany Larochelle: I hadn't heard about that. If that happens, we'll
definitely contact our representative and see what kind of assistance
might be available.

Currently, what's happening in the European market is that the
European Union has taken action against China regarding dumping.
So there are legal proceedings under way, and the case will be
heard by a trade tribunal.

Gabriel Ste-Marie: It's always a long and complicated process.
Let's hope it works out.

You said that mills in China and Russia are more efficient than
yours. Would the $500 million investment allow you to fully com-
pete with China and Russia in terms of productivity?

Dany Larochelle: That's right. We had planned to build a state-
of-the-art mill. We drew inspiration from the best practices used in
the mills built in Russia and China, and we applied them here. This
would have been the most efficient mill in North America.

Gabriel Ste-Marie: China often has a significant cost advantage
because it exploits its workers—that is, its labour force—and ad-
heres to lower standards. We need only think of the Uyghurs and
certain cases involving children.

Do you feel that your competitors are engaging in these unfair
and illegal practices under international law?

Dany Larochelle: I couldn't tell you that. The big advantage we
had in Quebec and Canada was in terms of energy. Our production
costs, thanks to energy, were very low compared to other places.

In terms of labour, I know that Chinese companies pay lower
wages, but I don't know who they employ.

Gabriel Ste-Marie: My time is up.

Thank you.
[English]
The Vice-Chair (Adam Chambers): Go ahead, Mr. Lawrence.

Philip Lawrence (Northumberland—Clarke, CPC): Thank
you very much, Mr. Chair.

My questions will start with you, Ms. Malone.

Through the earlier questions and the testimony, I think what I
am asking has come out already, but perhaps we'll start with it
again.

What would be the impact on your members, particularly those
in Canada, if there were no longer tariff-free transport of equipment
from the U.S. to Canada?

® (1140)

Nancy Malone: It would depend on the percentage of the tariff.
For instance, if you were to take a machine like a combine coming
in from the U.S., that machine costs approximately $1 million.
When we are talking about 25% countertariffs, that cost would be a
pretty big chunk—3$1.25 million. Suddenly the dealer needs to fi-
nance that to have the equipment on their lot, and then the farmer
needs to be purchasing that, which means taking out a bigger loan.
It comes all the way through the value chain.
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It becomes a problem for the farmers to fulfill their relationships
with their manufacturers because dealers are under contract to carry
a certain number of machines on their lot. The total value of their
inventory becomes higher with the holding fees, the interest fees
and those sorts of things. It then becomes more difficult for their
customers, the farmers, to be able to purchase new equipment.

It also creates an imbalance in the used equipment market be-
cause the new equipment is inflated in value. Once those machines
work their way through the system, the purchase value doesn't real-
ly hold true at the end of the day.

Philip Lawrence: The delay and the uncertainty have been over
you for the last year because of potential tariffs, and even counter-
tariffs. For dealers, of course, there are the large inventory expenses
you talked about. Also, the sales and the actual dealerships them-
selves are not inexpensive. What would you estimate or, if you
could, just give us at least an anecdotal flavour of the amount of in-
vestment that has not occurred because of the uncertainty created
by the potential for tariffs and countertariffs?

Nancy Malone: We haven't studied that directly. There would
just be things like investments in new stores. Perhaps a dealer
would be planning on either renovating or building a new store, and
they might have held off on that. That's the clearest example of
holding off on investment.

Philip Lawrence: Among the mitigating narratives the govern-
ment attempted to put forward is that the government would have
the ability to diversify away from the potential impacts of losing
tariff-free access to the U.S. market. However, for many indus-
tries—and I would presuppose yours as well—there's no miracle
for Canadian manufacturers of equipment or for dealers to diversify
away. You can't, obviously, have your dealers in North Bay selling
vehicles in Vietnam. Is that not correct?

Nancy Malone: For our large mainline equipment, that is cor-
rect. The U.S. has become the manufacturing base for the types of
machines that are most commonly used in North America. Our
Canadian manufacturing is actually quite strong; it's just that they
don't specialize in that larger equipment.

In order to make those types of investments—building a factory
that could produce a Canadian-made combine—it would require a
great deal of financial capital and time. We've had such an integrat-
ed relationship in farming equipment with the U.S. for so many
years that we have become reliant on the U.S. for those larger
pieces of equipment. As I said, even the brands that are based in
Europe or Asia are building that equipment for North America in
the U.S.

Philip Lawrence: For your members, a failure to renegotiate
CUSMA on similar or the same terms that currently exist would be
devastating.

Nancy Malone: It would be very difficult, yes. It would be very
challenging indeed.

Philip Lawrence: That would translate into additional costs, not
just for farmers, obviously, but for the end-users, for all the con-
sumers. In Canada, we already lead the world in food inflation.
This would yet be another cause of driving up the cost of food. Get-
ting a deal for equipment manufacturers in CUSMA—or outside of
CUSMA, for that matter—is absolutely critical, not just for your

members but for all Canadians who are currently fighting the worst
food inflation in the G7. Is that correct?

® (1145)

Nancy Malone: Our dealers would be victims of circumstances
beyond their control because of those manufacturers having to play
on the global market. If there were an inability to move equipment
across seamlessly, there would be a huge impact, for sure, yes.

The Vice-Chair (Adam Chambers): Thank you very much.

Mr. Naqvi, go ahead.

Yasir Naqvi (Ottawa Centre, Lib.): Thank you very much,
Chair.

I want to thank our three witnesses for being here today and for
their very thoughtful guidance and advice to us.

1 think I heard from all three of you that CUSMA works, is bene-
ficial to the people you represent and has been good for not only
the Canadian economy but for the U.S. economy as well. We also
know that the circumstance we find ourselves in is not really the
doing of Canada but is due to the unjustified tariffs that have been
put on certain very important sectors, like steel, auto, lumber and
aluminum. However, here we are, and we're in the process of a re-
view.

1 think, Ms. Malone, that you referred to the letter that Minister
LeBlanc issued today, expressing Canada's desire or intention to
have the agreement renewed for another 16 years because it is mu-
tually beneficial to all three economies.

My question for all three of you. We'll start with you, Ms. Mal-
one, then Mr. Maloney and then Mr. Larochelle. What is your ad-
vice to the Canadian government as it is in the process of engaging
with United States and Mexico, but with the U.S. in particular, in
renewing this agreement? From your members' perspectives, what
is your advice for the approach Canada should be taking in order to
preserve the agreement that will benefit our economy and your re-
spective members?

Nancy Malone: I would say maintain the current approach, in
terms of being thoughtful, thinking about the long term, not being
reactive and always targeting zero tariffs and free and fair trade
across the board, through all three countries. Although we are not
currently engaged with the U.S.—although there are meetings to-
day—I believe that the strategy is sound, for the moment. The tar-
get is always the same, which is to keep zero tariff barriers and free
trade.

Joseph Maloney: I agree. I think we should try to roll over the
agreement as it is, do some minor tweaking, here and there, and
continue it on for another 16 years. It works.
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[Translation]

Dany Larochelle: For us, that would mean maintaining the cur-
rent agreement. We recommend renewing the agreement and main-
taining the current terms, which are very beneficial for us and our
customers, both in the United States and in Mexico.

It's also important to think about the future, to ensure that the
terms cannot be changed. What hurt us was that they wanted to
amend the agreement and impose tariffs on us that were also unjus-
tified, in my opinion. The mere fact that this was mentioned for two
or three days had significant repercussions.

So, our recommendation would be to maintain the Canada—Unit-
ed States—Mexico Agreement.

[English]
Yasir Naqvi: Thank you very much.

I agree with the responses from all three of you. You passed the
exam, from my perspective. Obviously, we need to find a way to
keep the advantage and maintain the agreements. There are always
some irritants. There always are, in every relationship. We need a
thoughtful way of dealing with them, and I think that's the approach
we're taking.

Having said that, I think we also recognize, especially in the cir-
cumstances that we've seen over the last year or so, that it is impor-
tant that we look at diversifying our trade portfolio as well, so to
speak. We cannot be solely reliant on the United States. We need to
look at other markets.

I would like to hear from all three of you, if possible, please. In
that effort, what opportunities exist that you see?

I understand the U.S. is probably the biggest market for us and
beneficial, but what would be the second or third place that you
would like Canada to focus on in terms of creating more opportuni-
ties and opening up barrier-free, tariff-free, markets for your mem-
bers, Canadian employers and Canadian workers?

Let's start with Ms. Malone.
® (1150)

Nancy Malone: I think our dealers have opened those markets.
There are European equipment and Asian equipment brands that
are available in Canada. Some are brought into Canada directly, but
most are through the manufacturers' bases in the U.S.

I think that's our challenge. The companies are selling to their
biggest markets. They are creating bases in the U.S., and we are im-
porting from the U.S.

Yasir Naqvi: You're not seeing a shift, perhaps, so that they can
avoid those tariffs by shipping directly to Canada.

Nancy Malone: It's only with European brands.

Like I said, the largest market share brands are U.S.-manufac-
tured brands.

Brands like New Holland, Kubota and CLAAS are European and
Asian brands. They do have the ability to ship direct to Canada, but
that's only a certain number of dealers.

Our dealers have contracts with their manufacturers that are pret-
ty ironclad, in terms of the brand of equipment that they can sell;
therefore, they don't have the ability to expand their horizons, in
terms of diversification. Like I said in my remarks, it's a very com-
petitive market. There are not a lot of new players that come into
the market. In order to compete with brands like John Deere and
Case, the investment would be enormous. They are companies that
have been around—in John Deere's case—for over 100 or 160
years. They're the market leader for a good reason. I think our deal-
ers have sought out those who compete with them, for diversity.

The Vice-Chair (Adam Chambers): Thank you.

We're two minutes over. We're generous with the time today, but
I appreciate the chair's indulgence when I'm in your seat, so I'm
feeling in the giving mood today.

Mr. Ste-Marie, you have the floor.

[Translation]

Gabriel Ste-Marie: Thank you, Mr. Chair. I understand that I
have four and a half minutes, given this extension; but no, I'm just
kidding.

I will be asking Mr. Maloney some questions.

My question is not related to the main focus of your presentation,
but rather to the impact of U.S. tariffs on certain sectors of the
economy that could affect your members. So far, energy projects
have not been directly affected by the tariffs. However, I would like
to know if certain companies where your members operate are af-
fected by the tariffs and if your members have seen a decline in the
number of jobs or the number of hours worked due to U.S. tariffs.

[English]

Joseph Maloney: The tariffs do impact our industry, particular-
ly, in the steel industry because we work with steel every day.
Buildings go up with steel. Equipment is manufactured out of steel.
As the tariffs go up with steel, things slow down a little bit and
push back. They're not built as fast as they would be, or they're put
on the shelf and just put on hold. It does impact our membership,
but it's the way we look at that.

[Translation]

Gabriel Ste-Marie: Is your sister union in the United States
aware of the impact these tariffs are having on jobs here? Is it
showing solidarity with you by calling for the removal of these tar-
iffs?

[English]

Joseph Maloney: Yes, absolutely.
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We're an international union. Our parent is headquartered in
Kansas City. We have, as I said, approximately 12,000 members
here in Canada. There are about 30,000 in the United States. Those
numbers may seem low in the bigger picture, but we are a highly
skilled trade. It's a four-year apprenticeship program, as I ex-
plained, and we are comprised of boilermakers who put the me-
chanics together and the high-pressure welders who weld them to-
gether. We work very closely with our brothers and sisters in the
United States. That's why, when we run short of people here—just
like when they run short of people there—we'd like to be able to tap
into each other's resources. We know that we're getting the same
compatible skills that are required in each country because we train
to the same apprenticeship standards.

® (1155)
[Translation]

Gabriel Ste-Marie: Thank you.

I believe the U.S. President’s tariffs are illegal. They're hurting
our economy, and I think they're hurting the U.S. economy as well.
I think a good way to increase the pressure is to call on our counter-
parts in the United States to put pressure on the U.S. government—

which, unfortunately, doesn't seem to be listening much to the gov-
ernment here—to eliminate these tariffs.

Let's hope that workers continue to stand together.
[English]

The Vice-Chair (Adam Chambers): Ms. Borrelli, you'll have
four minutes, as will Mr. Ehsassi, to round out this panel.

Kathy Borrelli
Thank you, Chair.

(Windsor—Tecumseh—Lakeshore, CPC):

Welcome to all of our witnesses today.

A trade deal with the United States is critical to my community
of Windsor—Tecumseh—Lakeshore. With the government's inac-
tion to have a meaningful trade negotiation for over six months
now, my community and the industries around it are facing uncer-
tainty and are being forced to make decisions about their future in
Canada.

How important, Ms. Malone, is a trade deal with the United
States, and what risk does it pose to your dealers if a deal is not
reached immediately?

Nancy Malone: It's very important to work with our closest trad-
ing partner. If there is no agreement reached, or if CUSMA is.... My
understanding is that it continues. It takes a little while for it to un-
wind. It would be very difficult in terms of just re-establishing how
to move equipment back and forth across the border.

Unfortunately, the likelihood is that some dealers would be
downsizing a bit. They wouldn't have as many locations, which
would impact service for customers, and that sort of thing. Howev-
er, equipment is necessary for our agricultural community. It will
come. It just would be potentially more expensive. As I say, the
downstream impacts of service might take a little longer, and that
sort of thing. It would not stop on a dime, but it would certainly be-
come more challenging in terms of delivering the services that we
deliver today.

Kathy Borrelli: I imagine that, for your dealers, it would be
very difficult to give them quotes on equipment that they may be
ordering with the uncertainty that exists right now.

Nancy Malone: Right now, it's okay because there are no coun-
tertariffs. In terms of pricing of equipment, that's in the manufactur-
ers' hands, and that is a global question in terms of where they are
purchasing their steel and their aluminum; however, they have re-
mained fairly consistent in terms of their pricing strategies.

Unfortunately, that doesn't mean they're going down, but they are
they are staying consistent with how they approach that. Quoting
machines is still straightforward right now. A year ago, when there
really was that uncertainty of if we were going to have to charge an
extra 25%, that was problematic, for sure.

Kathy Borrelli: Okay, thank you.

Recently, the 232 tariffs were changed on steel and aluminum
products. Because your manufacturer is in the United States, they
are probably depending on some moulds from our Canadian suppli-
ers. I'm wondering how that may have impacted the production or
the pricing of this machinery.

Nancy Malone: In terms of the Canadian steel and aluminum
content, I'm afraid I'm not sure what the percentages would be. It
certainly impacted our Canadian manufacturing sector for ag equip-
ment in that they're exporting the equipment across the border, and
those 232 tariffs were a big hit. This morning, I believe the presi-
dent brought that down a little bit.

® (1200)
Kathy Borrelli: Oh, I didn't hear that.

Nancy Malone: Yes, | just learned it as I walked in. That will be
a little bit of breathing room. For my dealers specifically, the 232
tariffs were also impacting when we would sell used equipment in-
to the United States, and that created a bit of a barrier in terms of
that market of moving used equipment.

If a piece of machinery is being manufactured in the U.S., they
are sourcing their raw materials from around the world and there
are tariffs on those raw materials, 232 or otherwise, the end product
ends up being more expensive.

The Vice-Chair (Adam Chambers): Thank you very much.

We're going to go to our final questioner, Mr. Ehsassi.

Hon. Ali Ehsassi (Willowdale, Lib.): Thank you very much,
Mr. Chair.

Thank you also to the witnesses. It's great to see you and great to
hear from you.

Madam Malone, we've had the opportunity to speak. As you
know, our government really values your perspective and your ex-
pertise. I was wondering if I could pick up on Mr. McKenzie's
question and Madam Borrelli's.

As you've indicated, most of the manufactured goods we import
are from the U.S.; that's where they're manufactured. You also said
that these manufacturers obviously do have inputs that come from
around the world, but steel and aluminum are, I would assume, big
components in that.



June 2, 2026

CIIT-40 11

Am [ correct that you said that so far what you have seen is that
prices have remained stable for imports that are coming to Canada?

Nancy Malone: The larger manufacturers have a very wide vari-
ety of machines and equipment families, and the prices are all a lit-
tle different. What they have tried to do is, rather than put all of the
tariff or the price increases onto one machine, smooth that out
across the families of machines across the world.

They've been able to do that successfully so far. I believe they're
coming to the end of that path and they're not going to be able to do
that as successfully. With the tariffs and the costs of manufacturing,
they're going to have to start recouping some of those expenses. It
might land entirely on agricultural equipment, but there's also con-
struction equipment, forestry and road-building equipment. Again,
it depends on the manufacturer and what their product family is.

Hon. Ali Ehsassi: What are your estimates going forward?

Nancy Malone: In normal times or usual times, a price increase
of 2% or 3% per year is acceptable. We don't know whether it
would go beyond that at this point.

Hon. Ali Ehsassi: But you suspect that it will.

Nancy Malone: It could. As I said, if they can't sort out the cur-
rent complexities of the U.S. trade negotiations around the world,
then it becomes very difficult for manufacturers to plan and diversi-
fy their own suppliers, so it wouldn't be surprising to see higher
price increases. For the moment, I believe that they've been able to
hold the line in terms of not doing anything too excessive.

Hon. Ali Ehsassi: As you can imagine, your sector is integral to
our food security. You did touch on it in your opening remarks, but
would you like to elaborate on that just so every member here fully
appreciates the significance of your sector?

Nancy Malone: Sure. Early on, last year when the tariffs began
and the countertariff conversations were happening, our message to
officials was that there was a lot of focus on farmers and producers,
and food moving back and forth, that sort of thing. We had to re-
mind everybody. Guess what? Our dealers are the ones in there
helping the farmers plant their crops, take care of them, harvest
them, move them into market, that sort of thing. We feel we are
fairly integral in that sense—we are the tools that the farmers use to
feed the world. We are a very large employer as well, a very large
supporter of rural communities—names on hockey rinks, support-
ing teams in the community, that sort of thing. That's why we say
we're often forgotten in the grand scheme of things. We appreciate
the ability to deliver that message and educate a little bit about the
types of machinery and technology, and the jobs that are out there
that our dealers are providing.

The Vice-Chair (Adam Chambers): Thank you very much.

We appreciate the testimony today from our witnesses. Thank
you for your appearance. If there are any follow-up questions, then
members can feel free to contact you directly, or you can send your
comments to the clerk or the chair, and we can distribute them to
committee members.

We will have a brief suspension while we get our second panel
ready.

* 1209 (Pause)

® (1210)

The Vice-Chair (Adam Chambers): I call this meeting back to
order.

Thank you to our witnesses for appearing.

We have with us three witnesses today. From the Canadian
Chamber of Commerce, we have Matthew Holmes and Catherine
Fortin Lefaivre. From the Global Automakers of Canada, we have
Lucas Malinowski, president and CEO. From Restwell Sleep Prod-
ucts, we have Troy Zanatta and Tom Witowich.

Welcome to our witnesses. Each group will have five minutes for
opening statements.

We will have opening statements from the three organizations.
We will start with Mr. Holmes and Ms. Fortin Lefaivre.

You have the floor for five minutes.
[Translation]

Matthew Holmes (Executive Vice-President, International
and Chief of Public Policy, Canadian Chamber of Commerce):
Thank you, Mr. Chair and members of the committee.

Good afternoon.
[English]
Thank you very much for the opportunity to appear.

It's a great pleasure for the Canadian Chamber of Commerce to
return to the Standing Committee on International Trade to provide
further comments on the 2026 CUSMA joint review.

Today, I will split my time with my colleague Catherine Fortin-
LeFaivre, the senior vice-president of international policy and glob-
al partnerships at the Canadian Chamber.

When the Canadian Chamber appeared last fall, we shared in-
sights from our extensive member consultations on the CUSMA re-
view, reflecting businesses of all sizes and sectors from across the
country, plus numerous North American partner organizations with
which we work. This important member and partner feedback
formed the basis for our official submission on the CUSMA review
to Global Affairs Canada, the United States Trade Representative
and Mexico's Secretaria de Economia.

After a year of new tariffs and repeated trade disruptions, most
firms are still adapting cautiously. While exports to non-U.S. mar-
kets are up by 17%, this is driven by existing exporters selling
more, not by new firms entering global markets, which have only
grown by 6%.
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Most businesses are not fundamentally changing course. The
most common response to market pressures remains raising prices
or delaying decisions, rather than diversifying markets or supply
chains, which takes time and investment.

In fact, CUSMA utilization is at a 20-year high, underscoring its
importance. From the Canadian business community's perspective,
the priority remains extending and enhancing North American com-
petitiveness.

Therefore, our recommendations regarding the CUSMA joint re-
view remain the same today and can be summarized in three key
points: prioritize the continuity of the agreement and its existing
key provisions; implement targeted measures to strengthen the
agreement and enhance North American economic security; and
strengthen North American economic integration by reducing or
eliminating recently imposed tariffs within North America, such as
the 232 tariffs.

The Canadian Chamber continues to reassert that, given the
uniquely integrated nature of North American economic and com-
mercial ties, our close proximity and extensive trade flows, Canada,
the U.S. and Mexico share a common interest in CUSMA that
strengthens North American economic growth, prosperity and com-
petitiveness. Our counterparts in Mexico and the U.S. share this
view.

[Translation]

Catherine Fortin LeFaivre (Senior Vice-President, Interna-
tional Policy and Global Partnerships, Canadian Chamber of
Commerce): Good afternoon.

[English]

As we get closer to the official review date of July 1, 2026,
Canada must be careful to differentiate signal from noise, because
the noise will only get louder and the pressure to get a deal will on-
ly increase. Public positioning and efforts to build negotiating
leverage are to be expected by each of the three parties.

[Translation]

During this time, we will need to trust Team Canada and our ex-
pert negotiators to do their jobs behind closed doors. It will be ap-
propriate for some information to be shared in public, but not all,
and that's okay.

[English]

Moreover, it's important to remember these key facts. Canada
still has the best deal in the world with the United States, whereby
approximately 85% of its goods are being traded tariff-free. Con-
trary to frequent misconceptions, CUSMA does not expire or sunset
on July 1, 2026, if no agreement is reached between the three par-
ties. While our economies understandably seek certainty as quickly
as possible, the runway to renewing this important agreement is in
reality longer than a few weeks.

Based on Ambassador Greer's public remarks, we expect the
United States will opt to start an annual review, which could last up
to 10 years. While this scenario isn't as desirable as a quick rubber-
stamping, it does mean the agreement continues to be in force until
at least 2036.

What's urgent in the immediate term is for Canadian firms im-
pacted by section 232 tariffs, those in the aluminum, steel, copper,
softwood lumber and auto parts sectors, to see relief. We urge the
Canadian government to prioritize their removal or reduction. We
note that the recent changes to 232 derivatives are especially prob-
lematic for not only the originally impacted sectors but now also
the downstream firms.

While 232s are not officially part of the CUSMA review, there's
ample reason to believe that such actions are intertwined. However,
Canada cannot wait for the CUSMA review to play out to resolve
this issue.

® (1215)

[Translation]

Moreover, the Canadian Chamber of Commerce maintains that,
during its pursuit of a renewed CUSMA, Canada must in parallel
continue to implement a variety of strategic measures to diversify
our nation's trade globally.

[English]

We do not believe that the two are mutually exclusive.

The Canadian Chamber is undertaking a number of initiatives to
support this national priority of trade diversification, including
leading missions to target markets such as Mexico, the EU and
Japan, advocating for increased export support for SMEs and tangi-
bly enhancing its collaborations with Canadian chambers and other
local business partners abroad.

We look forward to continuing to engage with this committee on
CUSMA and other trade matters.

Thank you.

The Vice-Chair (Adam Chambers): Thank you very much.

Mr. Malinowski, you have the floor.

Lucas Malinowski (President and Chief Executive Officer,
Global Automakers of Canada): My thanks to the chair and the
members of the committee for the opportunity to appear before you
as part of this important study on Canada and the forthcoming
CUSMA review on behalf of the Global Automakers of Canada.
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Our association represents 15 of the world's leading automakers
in the Canadian market, accounting for over 60% of new vehicle
sales. Collectively, they employ over 110,000 people from coast to
coast to coast in vehicle assembly plants, dealerships, national and
regional offices, as well as captive finance companies and trans-
portation and logistics facilities. The activities of Global Automak-
ers' members directly support over 100,000 additional jobs across
the country and contribute nearly $25 billion annually to Canada's
GDP.

As you know, Canada's automotive industry is currently under-
going a period of significant upheaval and change, not only from
trade disruptions but also from constant changes in vehicle environ-
mental policy during the generational transition to electrified vehi-
cles. As I'm sure the committee is also well aware, the industry is
currently facing significant challenges resulting from automotive
tariffs on both sides of the Canada-U.S. border.

American tariffs have resulted in nearly $110 billion in increased
costs for automakers across North America over the past year. On
the Canadian side, the Department of Finance has collected near-
ly $400 million in surtax revenue since Canadian countertariffs
have come into force. This has resulted in increased costs for Cana-
dian drivers and, in some cases, reduced choice. To that point, au-
tomakers also need clarity on the government's proposed changes to
the automotive remissions framework as soon as possible.

Most importantly, we need the immediate removal of automotive
tariffs on both sides of the border.

Heading into the CUSMA review, we have also heard concerns
from American contacts on the Government of Canada's decision to
accept a limited number of Chinese-built electrified vehicles into
the Canadian market. While our members welcome fair competi-
tion on a level playing field, the government has not provided much
clarity on how it will ensure that everyone is playing by the same
rules. I will also point out that the import quota does not apply to
Chinese-made internal combustion vehicles.

It will be important for the government to make clear to the U.S.
what the intended goals of this policy change are and to be clear-
eyed about how it may impact our negotiations going forward.
While we may not be able to control the implementation of Ameri-
can section 232 tariffs on cars, there are choices we can make here
in Canada to reduce the burden on automakers.

First, as the government is working to develop new greenhouse
gas regulations for vehicles and repeal the federal EV mandate, we
have to ensure that those regulations are achievable and give au-
tomakers sufficient time to adapt to them.

Second, British Columbia's and Quebec's EV sales mandates
continue to be a frustrating regulatory and cost irritant for automak-
ers. They are significant interprovincial trade barriers that should be
stood down to allow the federal government to regulate vehicle
emissions nationally. It makes no sense that a vehicle that can be
legally sold in New Brunswick or Alberta could carry a significant
penalty for an automaker selling that same vehicle in a neighbour-
ing province.

Finally, as Canada seeks to diversify its trading relationships and
reduce its dependency on the U.S., we need to ensure that we are

treating those other global partners fairly. The government recently
removed the luxury tax on boats and planes, but it has remained on
vehicles. The tax disproportionately impacts imports from our Eu-
ropean allies and is a trade irritant with the European Union. At the
very least, the government should exempt EVs from the tax to sup-
port our electrification goals and adjust the original $100,000
threshold for inflation.

Thank you again for the opportunity to appear before the com-
mittee. [ do look forward to all your questions.

® (1220)

The Vice-Chair (Adam Chambers): Thank you very much.

Mr. Zanatta and Mr. Witowich, you have five minutes to split be-
tween you however you like.

Troy Zanatta (President, Restwell Sleep Products): Thank
you, Mr. Chair and members of the committee, for this opportunity
to speak to you.

Tom and I represent the mattress industry here in Canada. It's
a $2.75-billion industry at retail here in Canada.

Thirty years ago, the majority of the mattresses manufactured
were produced here in Canada. Today, close to 50% of all mattress-
es sold in Canada come into the country from outside; they're not
manufactured here in Canada. We believe that this is an industry
that should be looked at and that should be protected. Al is some-
thing that is not going to take over manufacturing mattresses. Mat-
tresses are a handcrafted, handmade product, and it will be decades
before Al will be able to take over. We believe that it's an industry
that should be looked at and reviewed when it comes to product be-
ing dumped into Canada.

Tom, do you have something you want to add?

Tom Witowich (Controller, Restwell Sleep Products): No,
Troy, I think you hit all of our points. Roughly 50% to 60% of mat-
tresses in Canada are being imported from other countries.

Restwell has been part of an anti-dumping case in the past where
there was injury to the domestic industry. We believe that is still the
case today.
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The Vice-Chair (Adam Chambers): Thank you very much. |
appreciate the opening statements.

This is now time for members' questions. The first round, if
you'll recall, is six minutes for each party.

Ms. Borrelli, I'll pass it over to you.
Kathy Borrelli: Thank you, Chair.

I sit on the industry committee. Recently, we did an emergency
study in regard to the 232 tariffs that changed on April 6. During
that study, I had the opportunity to question the CEO of the Wind-
sor Essex Chamber of Commerce, Ryan Donally. He stated that a
good tariff deal was needed immediately, and that it was of
supreme importance in regard to our businesses continuing the way
they have been.

May I ask you your opinion on that?

Matthew Holmes: Certainly. Thank you for the question.

The sooner we can get a trade deal, the better, clearly. Certainty
is what business is looking for. Our Canadian Chamber of Com-
merce's business data lab issued a new report just last week that
looked at the cities in the country by CMA, census metropolitan
area.

Those that have had the most negative response in light of the
last year of tariffs are certainly the areas of Windsor, Kitchener,
Waterloo and London. Those concentrations have a strong align-
ment with the auto sector and are the most embedded and the most
integrated economies with the United States. They are feeling the
pressures most acutely, and that is harming them at the community
level in terms of jobs. It's quite real.

Kathy Borrelli: Would you say, then, that a good trade deal soon
would be imperative for their survival and for their operations?

® (1225)

Matthew Holmes: I would say that a good trade deal soon is the
ideal that we should be working towards, but it's questionable
whether a good trade deal can be reached immediately.

Kathy Borrelli: In addition to the problems with the 232 tariffs,
the aluminum industries across Canada and particularly the alu-
minum extruders are having extreme problems right now because
of government inaction on helping them out with the dumping
that's occurring.

I'm sure you have members who are aluminum extrusion compa-
nies. They want to know why aluminum isn't being treated the
same as steel in regard to dumping regulations. Do you have any
comment on that?

Matthew Holmes: I think the global aluminum industry right
now is facing a cascade of shocks. There's a price shock and a sup-
ply shock, and the Strait of Hormuz has certainly not helped.

Globally speaking, it is an industry that is really encountering
quite a problematic environment. For our Canadian sector, we're
certainly hearing an increasing need for safeguard investigations
under the International Trade Tribunal. We need to make sure that
we are not becoming a diversion market, and that is something that
the government does need to take seriously—absolutely.

Kathy Borrelli: Thank you so much.

I also have questions for Mr. Malinowski.

In places like Windsor, Ontario, people don't experience industri-
al policy through announcements. They experience it through shifts
being cancelled, through plants closing, through companies moving
production across the border and the uncertainty that the govern-
ment continues to perpetuate because of their lack of action on ne-
gotiating tariffs.

If Chinese EVs continue to flood the Canadian market, what will
this signal for the workers whose livelihoods depend on a North
American supply chain and Canadian manufacturing? What will it
signal to them?

Lucas Malinowski: Thank you for the question, MP Borrelli.

Windsor holds a special place in my heart. It's the community I
first lived in when my family immigrated to Canada from Poland.
I'll always have a fond place for Windsor in my heart.

You're absolutely right. For the workers in those factories, in
those suppliers and in those supply chains, having certainty that the
shift will be there for you tomorrow and you'll be able to keep
building world-class vehicles in your community is critically im-
portant.

The challenge for the industry with the government's current ap-
proach on Chinese EVs is the significant question mark it puts on
the Canadian market until we have a clearer understanding of the
guidelines. We saw just yesterday that the first vehicles to be per-
mitted into Canada under that quota were reported by Global Af-
fairs. I think it was just under 3,000 Teslas, mostly, manufactured in
Shanghai and coming to the Canadian market.

What does that market look like in the future? Do you invest
strongly in the Canadian market as either a manufacturer or an im-
porter in the future if you're not going to be sure that you can com-
pete on a level playing field with a significant influx of new market
entrants who may not have the same labour costs, input costs and
all those other things that go into building a car?

Kathy Borrelli: What do you imagine could be the long-term
consequences for your members?
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Lucas Malinowski: It's difficult to speculate on how one single
policy item will impact the future of the industry, because all these
things are so interrelated. Between new market entrants, ongoing
tariffs with the U.S. and rapidly changing vehicle emissions poli-
cies, all those things impact in their own unique way, but I think
that in the future, if we continue to have increased costs and in-
creased uncertainty, the Canadian automotive market is likely to
shrink overall and certainly for the OEMs that are in the market
right now.

Kathy Borrelli: Thank you—

The Vice-Chair (Adam Chambers): Thank you very much.
That's the time on our round.

Madame Lapointe is next.

[Translation]

Linda Lapointe (Riviére-des-Mille-iles, Lib.): Thank you,
Mr. Chair.

I would like to thank the witnesses for their very interesting testi-
mony.

I will first address Ms. Fortin LeFaivre and Mr. Holmes from the
Canadian Chamber of Commerce.

Earlier, you said we should have strategic diversification mea-
sures. You mentioned the European Union and Japan, among oth-
ers. | would like to hear from you which other countries we should
consider in order to reduce our vulnerability to the United States.

® (1230)

Catherine Fortin LeFaivre: There are many interesting places
we should explore. The Canadian Chamber of Commerce has
looked into certain regions. Obviously, it can't be everywhere, so
it's working with the government to explore Mexico further, for ex-
ample. We see this as low-hanging fruit, so to speak, for the fu-
ture—an area where we haven't invested as much as we should
have.

There are many good reasons why Mexico is a good partner.
First, it's a party to the agreement. We're on the same continent, so
travel times are shorter. It's also less expensive for some businesses
to travel to Mexico and explore its opportunities, compared to trav-
elling overseas or to Asia, for example. This is an important point,
especially for small and medium-sized businesses. For small busi-
nesses just starting to explore export opportunities, being able to
travel somewhere without it costing $20,000 is a significant advan-
tage. There are also many complementary markets, whether in agri-
culture, technology or aerospace. If we look at Mexico's plan,
called Plan Meéxico, and its priorities, we see there are many oppor-
tunities compatible with what we can offer. That's just one example.

Of course, we encourage companies to work with countries that
are aligned with us, that view democracy the same way we do, and
that also have many complementary markets. There are many ex-
amples within the G7, including Germany, for instance. At the
Canadian Chamber of Commerce, we really prioritize G7 countries
in Europe, Mexico and certain countries in the Indo-Pacific region.
We hope that, as we see growing interest among our members in
exporting, we will be able to expand our international team to help
them achieve their goals.

Linda Lapointe: Thank you very much.

Mr. Malinowski, earlier you mentioned electric vehicles. There is
an issue that arises when people from British Columbia or Quebec
decide to buy a vehicle elsewhere, for example in New Brunswick.
I would like you to provide us with more details on this. As you
know, in Quebec and British Columbia, we believe that the electri-
fication of transportation is important.

[English]

Lucas Malinowski: Thank you for the question. I apologize for
my response in English.

Electrifying the fleet is absolutely important. Automakers are
committed to making the transition to more electric vehicles. We
have record numbers of EV models on the market. We've had sig-
nificant investments from automakers around the world in EV tech-
nology and in bringing more EVs to the market.

The challenge, specifically with the provincial mandates in Que-
bec and British Columbia, is that they can carry significant penal-
ties for failing to meet the targets. They are sales-based; they're not
technology-based. A certain proportion of your sales need to be of
electric vehicles. If you don't meet that, you can face significant
penalties, which obviously increases the cost of doing business in
those jurisdictions.

Alternatively, you could purchase credits from other companies,
ones that primarily sell EVs. If we have a situation now where we
also have new market entrants coming into Canada with EV prod-
ucts, they can also generate additional revenues by selling credits to
existing automakers for selling EVs in, say, the British Columbia or
Quebec markets. In effect, it's a double subsidy for those vehicles.
That's part of the challenge we have.

There's also nothing to stop a driver from Quebec from going
across the border to New Brunswick, purchasing a vehicle with an
internal combustion engine and bringing it back into Quebec. The
dealer in Quebec doesn't capture that value. It gets captured in a
neighbouring province. The same goes for British Columbia and
Alberta.

[Translation]

Linda Lapointe: Thank you.
1 would like to ask Mr. Zanatta or Mr. Witowich a question.

You said that, in the past, 80% of mattresses were made in
Canada. Now, 56% of mattresses come from outside the country.

Where are they coming from? Why is the market flooded with
mattresses from abroad?
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[English]

Troy Zanatta: The mattresses are coming from countries such as
China, Vietnam and Turkey. They're being dumped. We were actu-
ally part of an anti-dumping suit that went on about five years ago.
It focused mostly on China.

There were some tariffs put on mattresses that were coming in
from China. Since then, the mattresses coming into the country
have shifted to other countries. The buyers of these mattresses have
found other countries to produce these mattresses and bring them
into the country.

[Translation]

Linda Lapointe: Are we talking about mattresses shipped in a
box, since they aren't spring mattresses or ones with a wooden
frame?

[English]
Troy Zanatta: The mattresses that are coming in are both
spring-filled mattresses and foam mattresses. They are able to com-

press the mattresses, put them into boxes and ship them to Canada.
Yes, that's correct.

Having said that, most large Canadian mattress manufacturers,
including us, also have the capability of compressing mattresses
and putting them into boxes.

[Translation]

Linda Lapointe: It's important that people listening to us under-
stand this. If they want to support the Canadian economy, they need
to be careful where they buy their mattress. That's my message to
those listening to us.

The Vice-Chair (Adam Chambers): Thank you very much.

Mr. Ste-Marie.
[English]

Troy Zanatta: We're not looking for unfair trade practices or
favourable purchasing from us. We're more concerned about the
fact that the product is being built and dumped into Canada at
prices, in many cases, lower than the actual cost of producing the
mattress. We're not competing in a fair market because these prod-
ucts are being dumped into the country.

The Vice-Chair (Adam Chambers): Thank you very much, sir.
Mr. Ste-Marie.

[Translation]
Gabriel Ste-Marie: Thank you, Mr. Chair.

Good day to our witnesses and I want to thank them for joining
us.

My first questions will be directed to the representatives of the
Canadian Chamber of Commerce.

Thank you for reminding us in your presentation that we'll hear a
lot of noise in the coming weeks, as is already the case, and that,
even if it hasn't been renegotiated by July 1, CUSMA will continue
to apply. Rather, it is a review of the various parts.

CUSMA is a good agreement. The problem is that the U.S. Presi-
dent has failed to respect it by imposing tariffs that are, in my view,
illegal in several sectors, including the automotive industry, steel
and aluminum.

During his first term, he imposed illegal tariffs on steel and alu-
minum. If I recall correctly, your sister organization, the U.S.
Chamber of Commerce, had sought to challenge these tariffs in
court. It dropped the lawsuit upon the ratification of CUSMA,
which replaced the North American Free Trade Agreement, be-
cause the president was no longer imposing those tariffs. In his sec-
ond term, he reactivated this clause.

Are you still on good terms and do you still have a good relation-
ship with your sister organization, the U.S. Chamber of Commerce?
Have you heard whether it intends to reactivate this lawsuit chal-
lenging the illegal tariffs?

[English]

Matthew Holmes: Thank you for the question and your recol-
lection of the first time we went through this.

The U.S. Chamber of Commerce is a close sister organization we
maintain regular contact with. I will say they have been one of the
earliest and most unequivocal voices in the United States business
community against the current tariff regime, whether that's the
IEEPA broad-based tariffs or the section 232 tariffs. They've spo-
ken convincingly of the impact directly on small businesses, in par-
ticular, and on the entire integrated supply chain and economy, and
how beneficial that is for the United States' consumers and busi-
nesses.

On the question of possible litigation against the administration, I
don't have any particular knowledge of that at this time. It's not
something we've discussed recently. They have a very robust litiga-
tion practice and, in their history, have repeatedly and successfully
brought their government to the right side of the law. We may have
a faint hope there, but I believe the pressure right now is on getting
to a closed-door negotiation where some of the section 232 issues
can be addressed. I would say that the last time NAFTA was being
renegotiated and became what is now CUSMA, it was that process
that led to the section 232 tariffs being removed.

We've seen that work once before and my hope would be that at
the negotiation table, we can reach a long-standing clear agreement.

® (1240)
[Translation]

Gabriel Ste-Marie: Thank you very much for your very clear
response.

1 completely agree with you, and I believe there is unanimous
agreement here, as in most organizations in the United States.

However, I have one concern: Can we really renegotiate a new
agreement with the U.S. President, who isn't even honouring the
current agreement and is exploiting all the loopholes we have iden-
tified so far?
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In my opinion, what he's doing is clearly illegal. One approach |
favour would be for entities in the United States—whether individ-
uals, companies or groups—to tell the president that what he's do-
ing isn't legal and to try to overturn it. That's what we saw with the
broad tariffs that were applied more to the rest of the world. That's
what the U.S. Chamber of Commerce did during the Trump admin-
istration's first term.

I'll come back to ask you questions about the executive order
from early April on how to calculate tariffs on steel and aluminum.
Before that, I'd like to ask Mr. Malinowski some questions.

You and your sister organization in the United States obviously
work together. So, can you confirm that the U.S. organization is
putting pressure on the U.S. government? Has it considered taking
legal action against the government regarding tariffs in the automo-
tive industry?

[English]
Lucas Malinowski: We are absolutely in regular contact with

our sister associations both in the U.S. and Mexico as we go
through this CUSMA review process.

All automotive associations in the United States, across all au-
tomakers, have recently written directly to the U.S. Trade Repre-
sentative's office to make clear the importance of maintaining a tri-
lateral agreement among Canada, the U.S. and Mexico, and how
critical that is to the integrated North American auto market. Multi-
ple companies have made deputations to the USTR hearings going
into the CUSMA review, stressing the importance of the agreement
and getting back to tariff-free trade.

In terms of any litigation, I can't speak to that. It's not something
I'm privy to, unfortunately.

[Translation)

Gabriel Ste-Marie: Thank you very much.

I will address the representatives of the Canadian Chamber of
Commerce again.

How are your members affected by the order issued in early
April, even though a new order was issued yesterday stating that,
for certain sectors, the rate could be 15% rather than 25%? Do they
have a full understanding of this now?

[English]

Matthew Holmes: We like to approach these things day by day,
and, thankfully, the administration gives us that opportunity.

Voices: Oh, oh!

Matthew Holmes: In April, the executive order came into effect.
In May, the Canadian government provided some relief measures
for businesses that were, we understand, welcome and had some
positive effects for certain businesses. To be perfectly honest, we
are still reviewing yesterday's adjustment to the executive order.
We're hearing from some members who see it as a net positive for
their current position, but other members will be negatively affect-
ed.

It has so many conditions, to be perfectly honest, and so much
conditionality that it says to me, standing back, that it's less about

whether it is good or bad for Canadian business. It says to me that
there is a clear pressure building within the U.S. business commu-
nity—in agriculture, construction and some manufacturing sectors.
They are clearly saying to the administration, “This is getting bad,
prices are going up and we need you to address this for us.” Part of
the way to address it is reducing tariffs.

If that message is starting to get through from the business com-
munity—to your earlier line of questioning—the most effective
voice for us will be the U.S. business community saying in the
U.S., “No, this doesn't work for us.”

[Translation]
Gabriel Ste-Marie: Thank you.
[English]
The Vice-Chair (Adam Chambers): Go ahead, Mr. Lawrence.

Philip Lawrence: Thank you.
I'll start with you, Mr. Malinowski.

When I talk to some of your members—who are some of the
largest auto manufacturers in Canada, whether they be Japanese or
North American—I nearly always get the same response when I
ask, how are things? They say it's okay for now. That's very scary
terminology because it means it's okay for now, but in the near fu-
ture, or at any point in the future, it could mean the loss—as we've
already started to see—of thousands of Canadian jobs.

Is it not time to start raising the red flag that this is a huge issue
and the government actually needs to start taking it seriously?

® (1245)

Lucas Malinowski: “Okay for now”, I think, is our motto at the
moment internally. I would say that the government is taking it
rather seriously. As some of the conversation previously has indi-
cated, at the end of the day, the decision is with the White House.

You're absolutely right: We need to get to a deal. We need to get
back to tariff-free trade as soon as possible. The costs are mounting
and, frankly, astronomical, on both sides of the border. They're not
sustainable for automakers in the medium or long term and, poten-
tially, even more so in the short term. I think everyone in the indus-
try is taking that seriously.

We speak to the government and, obviously, opposition members
on a regular basis, and we will keep you updated on how things
stand with the continued urgent need for a resolution.

Philip Lawrence: Thank you.
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Another threat to your industry, in addition to tariffs, is also the
access given to Chinese EVs. The challenge here is something that
I'm not sure everyone is fully aware of how it works.

There's no such thing as fair trade with a Chinese business be-
cause they are all state-owned enterprises. This means that any EV
company in China has access to nation-state resources, a nation-
state with over a billion people and trillions of dollars. To somehow
suggest that it is fair or there's going to be fair competition with
Chinese auto manufacturers, or any other type of manufacturer, is
simply not true.

Would you support my assertion on this, or tell me how I'm
wrong?

Lucas Malinowski: Our members are happy and willing to com-
pete with any automaker anywhere in the world on a level playing
field. As you say, there are certainly significant questions about
whether some of the new market entrants looking to come into
Canada can commit to a level playing field, and what kind of policy
suite the Government of Canada can put in place to ensure a level
playing field and to ensure those automakers are held to the same
standards as everyone else in the market right now—whether that
be via various MOUs to support consumers, ensuring that they are
operating through a dealer network or requiring that they provide
parts for after-sales support and service for a significant amount of
time.

These are all important questions that we need answered. We
don't have a lot of clarity on them right now, and it's important that
we get it.

That said, I think your point is absolutely fair and valid. There
are significant questions about the level of state subsidy for Chinese
OEMs, the nature of their supply chain and whether established and
other existing automakers in the Canadian market could compete
with them.

Philip Lawrence: Thank you.

Mr. Malinowski, not to be too negative, but I think it's important
that we face reality. Some pundits out there, some commentators,
have said that, without relief, without the elimination of these tar-
iffs, without protection from unfair competition from China or else-
where, our auto industry could be gone within a decade. Is that pos-
sible?

Lucas Malinowski: I will say that automakers are deeply com-
mitted to the Canadian market, and they have been here for
decades. They are resilient. They are responsive to shifting tides
and challenges. They will continue to be committed to the Canadi-
an market for as long as they possibly can, but at the end of the day,
they are businesses and they need to make money. Certainly, there
can be a breaking point on that at some point down the road, and I
hope we all avoid that.

Philip Lawrence: Thank you.
I'll put the last question to the Chamber of Commerce.

Mr. Holmes, you stated that we may not have a change in CUS-
MA until 2036. Quite frankly, that is not what I'm hearing from
your members. They're concerned. I find that this laissez-faire atti-
tude would be challenging, and if I were a member, I'd be pretty up-

set. Don't you think that we should be worried about the potential
renegotiation of CUSMA, given the challenges that we face from
the U.S. administration?

Matthew Holmes: To clarify, we said that what happens on July
1 is the automatic move into a 10-year phase to 2036. We hope that
it's more like a 12-month period or shorter in which to get a good
deal.

The question I would ask the room here is at what cost a deal is
going to be struck sooner than that. That is the challenge that our
negotiation team faces right now on behalf of Canada. If we get a
bad deal and lock that in for 16 years, it could be far worse than
taking the next few months to make sure that we have a good and
well-thought-out deal.
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The Vice-Chair (Adam Chambers): Thank you very much.

Go ahead, Mr. Fonseca.

Peter Fonseca: Thank you to our witnesses, and thank you for
your testimony. The testimony that you provide here today—and
that of the many witnesses who have come before us—reinforces in
a positive way the approach that we have been taking towards
NAFTA, CUSMA and this review. That gives us a team Canada ap-
proach. It gives us the leverage that we need at the table when we
are in Washington.

Actually, in breaking news today, Minister LeBlanc wrote to his
counterparts, Ambassador Greer and Secretary Ebrard, signalling
our review. Why? He says that it's because NAFTA has served us
well for 32 years, all three partners, in terms of what it's done for
our economies, for our people and for our quality of life. Now, we
are looking forward to the next 16 years.

My question first will go to Mr. Holmes and Ms. Fortin
LeFaivre.

What would define a successful review, from the business com-
munity's perspective, on CUSMA?

Catherine Fortin LeFaivre: The timing is important. As my
colleague Mr. Holmes said, we want to make sure we go through it
as quickly as possible but not sign up for a bad deal.
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There are a few chapters in particular that could be strengthened.
A good example is the digital chapter. When it was first adopted in
2016, technology was in a very different place. If you look at it
right now, it's a very short chapter. It doesn't mention very many
new technologies like quantum or Al. There's an opportunity there
for our three countries, for instance, to do a lot more.

Cybersecurity is a really great example. Between 2016 and now,
cybersecurity has only become a bigger problem. We're all facing
it. There was a mention in that chapter, for example, that there
would be a committee struck that could coordinate the work of all
three countries. That never happened. There's a great example of
where we could actually do more to make sure that our economies
are protected from bad actors from other countries or elsewhere.

There are a lot of examples like that. Critical minerals is another
one. There isn't a chapter on critical minerals. Should there be?
That's up for debate, but certainly there are more opportunities for
collaboration there. There's no shortage of different avenues, in-
cluding energy, where we could further enhance our collaboration.
That needs to be looked at.

Peter Fonseca: Thank you.

Now I'll go to Mr. Malinowski. Congratulations on your new po-
sition as president and CEO.

Your organization previously stated that CUSMA provides tangi-
ble benefits to the U.S. auto sector. I'm going to ask you about
some of the strongest examples. However, I also want to ask.... You
brought up the $110 billion in costs for automakers and how that
has negatively impacted the U.S. auto market—it's not just Canada.

How have they been negatively impacted by this?

Lucas Malinowski: Thank you.

The CUSMA agreement has served American auto production
well. I'll point out as well that automakers from all over the world
produce cars in the United States, both for the U.S. market and the
Canadian market. Fifty-five per cent of our auto imports actually
came from U.S. manufacturing in 2024. Every year since CUSMA
has been in force, the U.S. has enjoyed on average a $2.7-billion
trade surplus in auto with Canada. That agreement has served auto
manufacturing well in the U.S., as it has served us well in Canada.

Last year, however, U.S. exports of vehicles to Canada were
down by about 29%, given the current situation. That is obviously
not good for those automakers building in the U.S., of which my
members are those OEMs as well. It increases costs for U.S. con-
sumers and car businesses around the world, really. It creates an in-
creasingly difficult environment for U.S. auto production to find
new markets beyond its own domestic market.
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Peter Fonseca: Thank you. I was in your former hometown,
Windsor, speaking with the Unifor members, and they were saying
that we need to stand strong. We need to be united. We need to be
team Canada, because any tarift—be it 5%, 10% or 20%—on autos
would really be a hollowing out of our auto sector here. That is
what has come from labour. That is, I understand, what is coming
from business—that these unjustified, illegal tariffs need to be
eliminated.

Is that how you think we should approach the table and be at the
table, in Washington?

Lucas Malinowski: I think our absolute first priority should be
to get back to tariff-free trade on both sides of the border, absolute-

ly.

Peter Fonseca: Thank you, Chair.

The Vice-Chair (Adam Chambers): Monsieur Ste-Marie.
[Translation]

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

Ms. Fortin LeFaivre, in response to a question asked earlier, you
said that Mexico has potential when it comes to increasing Canadi-
an exports. Does your organization have a specific type of product
in mind? Would it be more in the manufacturing sector, or does the
resource sector have potential as well? What else could Mexico buy
from us?

Catherine Fortin LeFaivre: We want to create opportunities for
our members to evaluate this for themselves. Certainly, some of our
members are already very active in Mexico. Good examples would
be TC Energy or Scotiabank. However, we're also focusing on our
smaller members who may not have had the chance to evaluate
their options yet.

For example, within our local chambers of commerce network,
the president and CEO of the Abbotsford Chamber of Commerce
joined us on our mission to Mexico in February. She really appreci-
ated being able to connect what her community has to offer with
what Mexicans are looking for—whether in aerospace or agricul-
ture, for example.

There are many sectors. So it's up to companies to explore the
possibilities. I've mentioned a few of these sectors, but I'm thinking
of energy, critical minerals and technology. It's a fairly long list. It
seems that, as Canadians, we haven't really examined this issue.

Gabriel Ste-Marie: Thank you very much.

My next question is for Mr. Malinowski. I'd ask him to answer in
under than a minute, since time is running out.

Let's keep talking about Mexico. You said earlier that there must
be a trilateral renegotiation of the free trade agreement between
Canada, the United States and Mexico for it to work. What is the
advantage of having a trilateral agreement rather than separate bi-
lateral agreements?
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Lucas Malinowski: For the auto industry, it's critical. We're an
integrated North American supply chain and value chain, where ve-
hicles are manufactured in all three countries for varying reasons
and it supports all three markets. It's critically important that we
keep that continually intact and keep North America a competitive
manufacturing region for auto.

[Translation]

Gabriel Ste-Marie: Thank you very much.

Thank you, Mr. Chair.
[English]

The Vice-Chair (Adam Chambers): You're right on time.
Thank you very much.

Mr. McKenzie, you have four minutes, followed by Mr. Beech
for four minutes.

David McKenzie: Thank you, Mr. Chair.

Mr. Holmes, you've stated that in effect—and please correct me
if I don't summarize well—it takes time to get a good deal. Ms.
Fortin LeFaivre mentioned that critical minerals and energy are
items that need to be looked at.

What I'm curious about is why we haven't been using the time
that's passed in the last six months or more. It's been generally dis-
cussed that our government has been slow-rolling the discussions
with the United States.

That's my opinion, but I wonder if you have any views on what
we have missed by way of time and opportunity to have those dis-
cussions and get a good deal.

Matthew Holmes: Certainly we've seen in the public media the
U.S. perception that the Canadian government is taking it slowly.
Whether that is by design is hard for me to confirm for you.

I think that at the end of the day, when the United States decides
it's ready to negotiate, the Canadian team is ready to go, and I think
that's a signal that they've tried to send to the U.S. administration
repeatedly. Of course, there were—

® (1300)

David McKenzie: I'm going to interrupt you there. I'm sorry, but
it seems to me that the U.S. Trade Representative has said exactly
the opposite—that they're ready for negotiations and that they sim-
ply haven't heard from the Canadians. That was a couple of weeks
ago, but I don't think a great deal has happened, short of Minister
LeBlanc's letter today.

Matthew Holmes: When you look at Ambassador Greer's testi-
mony in December at Congress, for example, you see that the list
he had of items he'd like to discuss with Canada was pretty clear.
Most of those were subnational in nature. They weren't a nation-to-
nation conversation.

The list with Mexico is much longer. It's considerable, and it's
very different in nature. The conversation with Mexico has been
under way, clearly. The United States initiated that conversation
with Mexico. I don't have the sense...particularly since last fall,
when the U.S. administration clearly said they were putting a pause

on negotiations. From that point forward, I believe the Prime Min-
ister said that as soon as they're ready to restart, we're ready.

David McKenzie: Yes, I can understand your perspective.

It seems to me that Prime Minister Carney identified some 30-
odd trade irritants. I think that was the number put to it.

Isn't it in our best interest to initiate those discussions? Trade irri-
tants are trade irritants. They might have easy solutions or they
might have very difficult ones, but we have to be talking about
them in order to get to a good deal.

Matthew Holmes: Certainly I would argue that all contact and
all relations between Canada and the U.S. are positive and impor-
tant for this trade deal to move forward. I think we have an incredi-
ble team in D.C. As well, our chief negotiator, who is relatively
newly appointed, brings incredible experience and technical exper-
tise to this—she and her team.

1 believe there's no question that we should always do more, but
at the end of the day, the nature of the relationship is that it will be
the United States that decides when negotiations with Canada really
get under way. We have to respond when provided that opportunity,
and I hope we will.

David McKenzie: I'm sure you'll respect that I disagree with
that. In our own interests, Canada has to push forward and have the
conversations and continue to seek the opportunities to do that.
Failing to do so is indeed detrimental to our interests.

1 hope you can provide a very short response to this: Your mem-
bers must certainly be concerned with the lack of a negotiated reso-
lution to CUSMA, or a continuation, whatever it may be. They're
suffering day by day, are they not?

Matthew Holmes: There are parts of certain sectors that are cer-
tainly acutely suffering, and that is terrible to see.

At the end of the day, all trade is relative. Canada, as my col-
league pointed out, continues to have the best agreement in the
world relative to what is happening in global trade at this time. The
chaos that is under way in global trade and global supply chains is
profound and is likely a paradigm shift that we are living through.
Canada is still on the good side of that ledger, although certain sec-
tors, of course, are hurting. We really care for that and care for the
government to intervene and support those sectors.

In the meantime, it's important that we maintain the positives of
our relationship with the United States. There is so much that hap-
pens that we are not talking about that is beneficial and continental
in nature and is strong, so we need to build from that.

The trade negotiations themselves are best taken behind closed
doors. Again, to my colleagues' reference—
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The Vice-Chair (Adam Chambers): I'm going to have to stop
you right there, if that's okay, just to keep us on time. We're a little
over. Thank you very much.

Mr. Beech is next.

Hon. Terry Beech (Burnaby North—Seymour, Lib.): Thank
you, Mr. Chair.

Thanks to all the committee members. I'm a guest here. It's my
first time at the trade committee, but I did do some briefings on all
the work you've been doing on this subject in particular. I appreci-
ate all the work that you guys have been up to. It's also nice to see
how many familiar faces are around the table, quite by coincidence.

Thanks to the witnesses.

On your B.C.-based and family-based business, Mr. Zanatta, I re-
ally enjoyed reading up about the company.

I hope committee members will forgive me for taking a more
B.C.-specific track. Specifically, I'd like to talk to the chamber.

This was raised briefly. British Columbia is the home of the digi-
tal supercluster for a reason. We're a hub not just for artificial intel-
ligence, but for software, cloud compute—you mentioned quan-
tum—cybersecurity, fintech, gaming, entertainment and digital ser-
vices. If we think about the industries that have advanced the most
since the last time we were taking on CUSMA, I would say that
these industries, and particularly artificial intelligence, are probably
the lead candidates.

You mentioned the committee on cybersecurity as a potential op-
portunity. Could you take us through the opportunities for Canadian
companies in this ecosystem and the potential threats, and what we
should be taking into account that we might not have been thinking
about 12 months ago, never mind five years ago or 10 years ago?

® (1305)

Catherine Fortin LeFaivre: Is that in terms of how it would
figure in CUSMA or just generally?

Hon. Terry Beech: Strengths, threats or opportunities....

Catherine Fortin LeFaivre: The Canadian Chamber has an Al
council made up of 30 different organizations of different sizes that
are building Al or adopting it at a high pace. Their opinion is al-
ways important.

I think there are a variety of views on this from that group. I
know that they are very much looking forward to the Al strategy
that will be coming out this week so that they can continue their
plans in terms of how they grow further in Canada. I think that's an
opportunity: where Canada decides to go with its strategy in terms
of enabling adoption but also in making sure it has the proper
guardrails. I think that's an important opportunity that's coming
around the bend.

Hon. Terry Beech: If I could guide you just a bit, it's not just
thinking about Al and the technologies that enable that. There are
specific attributes to digital goods and services in terms of market
access and how those goods are delivered that allow for a certain
scale and a certain level of competition. Is there anything that is
specific to that industry with regard to that, where we might think
differently than we would shipping a car across borders, etc.?

Is there anything that we should be thinking about at this com-
mittee?

Catherine Fortin LeFaivre: Digital trade is very different from
goods. We want to make sure there's a free-flowing nature to digital
trade, and that's what we've advocated for in the past. I think that
because that industry is so complex and changing so quickly, it's al-
so important to work closely with industry, with those who really
understand the technology, when we're thinking of new regulations
or laws moving forward, so that we can make sure Canada stays
competitive in those sectors but also that there is some level of
oversight.

Hon. Terry Beech: I'm the last person to ask questions and the
chair is giving me the signal. I have seven seconds, but if I had an-
other three minutes, I'd be asking you about biotech as well. Maybe
that's for the next meeting.

Thank you.

The Vice-Chair (Adam Chambers): You can ask a quick ques-
tion.

Hon. Terry Beech: Well, it's not quick. I would be getting into
the details of the biotech ecosystem, and I don't think we could do
it in less than a minute.

Catherine Fortin LeFaivre: We're happy to take that back to
them.

The Vice-Chair (Adam Chambers): Thank you, Mr. Beech.
British Columbia was proudly represented here today by the mem-
ber from that province.

Thank you to our witnesses.
I do have one question. This is the chair's prerogative.

Mr. Malinowski, it has been suggested that some global au-
tomakers might move production to Canada to start building cars
here. If there is no access to the U.S. market or it's uncertain, in
your understanding, will any automakers create or build auto plants
here if it's unclear whether they can sell those cars into the United
States?

Lucas Malinowski: Thank you for the question, Chair, and for
exercising your prerogative.

I don't see a business case for a new OEM to come here and
bring manufacturing into Canada without any certainty on access to
the U.S. market.

The Vice-Chair (Adam Chambers): Thank you very much. We
appreciate all of the witnesses' time.

Thank you, members, for your patience today, and thank you to
our interpreters and our wonderful analysts and clerk, and everyone
else who supports us every day.
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Philip Lawrence: Thank you for the excellent work of the chair.

The Vice-Chair (Adam Chambers): The meeting is adjourned.
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