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Report Highlights:
Bill C-40, legislation designed to reform aspects of Canada's grain handling and distribution system, was introduced by the Government of Canada to fulfill the requirements of the WTO Dispute Settlement Body and bring Canada into compliance with its WTO obligations.  The bill has been passed by the House of Commons and is now waiting to be passed by the Senate.  Unfortunately for this piece of legislation, as well as many others, the longevity of Parliament is uncertain.  If the government is defeated on a May 19th budget vote, all pending pieces of legislation will effectively die, including Bill -C40.  This will make it virtually impossible for Canada to meet an agreed August 1, 2005 deadline for compliance with the WTO Appellate Body ruling.  Since Bill C-40 was passed by the House with the full support of all Members of Parliament present, it is very likely that the bill will be reintroduced in the new session of Parliament, which would begin sitting in early fall.
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INTRODUCTION

On September 27, 2004, the World Trade Organization (WTO) Dispute Settlement Body formally adopted the reports of the WTO Appellate Body and the WTO Panel regarding the practices of the Canadian Wheat Board (CWB) and other issues pertaining to Canada’s grain system. Both the Panel and Appellate Body reports concluded that Canada’s entry authorization requirement, mixing regulations and rail revenue cap in regards to imported grain were not consistent with Canada’s WTO obligations. Canada agreed to an August 1, 2005 deadline to make adjustments to its grain sector policies to bring Canada into compliance.  

On March 11, 2005, the Minister of Agriculture and Agri-Food, Andy Mitchell, introduced into the House of Commons Bill C-40, an Act to amend the Canada Grain Act (CGA) and the Canada Transportation Act (CTA).  Through the introduction of Bill C-40, the government of Canada would seek to amend the Canada Grain Act and the Canada Transportation Act in order to meet the requirements of the Panel and Appellate Body reports. The bill passed first reading and was referred to the Standing Committee on Agriculture and Agri-Food.  The Standing Committee made one amendment to the bill and the chair of the agriculture committee tabled the amended bill in the House of Commons on May 12, 2005.  Members of Parliament subsequently passed the bill.  C-40 must now be passed by the Senate and given royal assent before it becomes law.

BACKGROUND

When it was first introduced in the House of Commons, Bill C-40 proposed an amendment to the Canada Grain Act that would remove the requirement to obtain specific authorization from the Canadian Grain Commission (CGC) before foreign grain could be allowed to enter licensed grain elevators.  The bill also proposed an amendment to the CGA and the Canada Grain Regulations, which would remove the requirement for operators of licensed terminal or transfer elevators to obtain CGC permission to mix grain.  The bill would introduce a regulation requiring elevator operators to report to the CGC the origin of all grain, and if they mixed Canadian and foreign grain, to identify that grain as mixed.  The final amendment would be to the CTA and it would extend the railway revenue cap to imported grain.

When the bill was tabled in the House of Commons, the Standing Committee on Agriculture and Agri-Food added one additional amendment.  The new amendment required that within a year of the bill coming into effect, the Minister of Agriculture and Agri-Food shall cause:

a) An independent and comprehensive review of the CGC and of the provisions and operation of this Act to be conducted; and 

b)
 A report on the review to be laid before each House of Parliament, including a statement of any changes recommended by the authors of the review.     

The bill passed in the House of Commons with full support all Members of Parliament and all political parties.  

THE ISSUE

At the current time, Canada’s Parliament is at a stalemate.  The Official Opposition, the Conservative Party of Canada (CPC), Canada’s Official Opposition, and the Bloc Quebecois have been working together to bring down the minority Liberal government.  If this happens it will bring Canadians back to the polls less than one year after the last general election.  If the CPC and Bloc are successful in their attempts, all bills that are currently before the House of Commons and the Senate will die.  This would include Bill C-40.  

The next most likely possibility the Bloc and CPC will have for defeating the government will be on May 19th, when the House will vote on the budget.  The two parties have already stated they plan on voting against the budget.  The New Democrat Party (NDP) has already stated its intention to support the government on the budget vote.  Given the current make up of Parliament, this leaves the balance of power in the hands of three independent MPs.  Assuming that all MPs are present in the House and the three independent MPs vote with the government, the budget will pass and the government will not fall.    If two of the independent MPs vote with the government and the third independent MP votes with the CPC and Bloc, a tie would result, with the Speaker’s vote remaining the only one that can break the tie. Typically the Speaker votes with the ruling party.  But if two of the three independent MPs vote with the CPC and the Bloc, the government will be defeated.  The Prime Minister has already indicated that he will seek an election if the government loses the vote on the budget.  This will send Canadians to the polls - - most likely on June 27th.  After an election, Parliament will not likely resume sitting until sometime in September or even early October.  Therefore, if there is a new election any bills the government wishes to reintroduce will have to wait until the fall.  In addition, all bills that are reintroduced will have to start at the very beginning of the legislative process.  For Bill C-40, which is now sitting in the Senate, if the Senate is unable to pass the bill before a general election call, it will have to be reintroduced into the House of Commons during the next session of Parliament.

There is a possibility that the Senate could fast track Bill C-40 and have it passed prior to the budget vote on May 19th.  In this case the bill would be implemented as law and the amendments to the CGA and CTA would take effect.  Since there are only three sitting days until the May 19th vote, this is a very tight time frame in which to get this particular bill passed. However, other bills have passed on similar tight schedules.  If the Senate is unable to pass the bill before the government is defeated, or even prior to summer recess (if Parliament survives until then), it will be virtually impossible for Canada to meet the August 1 deadline for WTO compliance.

Despite the political wranglings and the partisan politics that are occurring on a daily basis in the House of Commons, Bill C-40 passed with support from all political parties, and all MPs who were present in the House.  This bodes well for this particular piece of legislation.  Once Parliament resumes in the fall, it is very likely that the bill will be reintroduced into the House and passed very quickly in order for the Canadian government to comply with its WTO obligations.  However, it is absolutely clear that the August 1st deadline would still be missed.

CONCLUSION

Due to the uncertain political situation in Canada, the fate of many pieces of legislation hangs in the balance.  The defeat of the Liberal minority government seems imminent. The fall of government means all bills moving through Canada’s Parliament will be terminated.  Canadian lawmakers know that complying with its international obligations at the WTO is in Canada’s best interest.  Therefore, legislation like Bill C-40 will more than likely be reintroduced once Parliament is sitting again, and should be passed quite quickly.  However, the deadline established with the U.S. for compliance is not likely to be met.
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VISIT OUR WEBSITE:  The FAS/Ottawa website is now accessible through the U.S. Embassy homepage.  To view the website, log onto http://www.usembassycanada.gov; click on Embassy Ottawa offices, then Foreign Agricultural Service.  The FAS/Ottawa office can be reached via e-mail at: agottawa@usda.gov
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