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EXECUTIVE SUMMARY

The agriculture and agri-food sector is one of the key drivers of the Canadian
economy. The health care system is one of the largest sources of government
spending. Maintaining both a strong health care system and a strong, vital
agriculture and agri-food sector are deeply entrenched Canadian values.

The health system, and the agriculture and agri-food system, are both confronted with
significant economic challenges. These challenges have intensified with the recent
financial crisis and economic downturn, which is occurring at the same time that the
health care system is faced with dramatically rising rates of obesity and overweight
people, and continuous increases in diet-related chronic diseases.

Currently, government policymakers, business strategists and civil society leaders in
health, agriculture and agri-food systems in Canada and abroad face an extremely
challenging situation. Moreover, they must prepare for a future beset by uncertainty
regarding the collective resources they have available to achieve their respective
primary functions, while contributing to the health and wealth of individuals,
organizations, and nations.

As each of these sectors charts its path for the future, a present opportunity exists
to ensure that health considerations are incorporated into future agriculture and
agri-food policies and initiatives. As well, the food industry has an opportunity to
capitalize on accruing economic value from innovative approaches that help address
current and future health challenges.

This discussion paper — Building Convergence: Toward an Integrated Health and Agri-
Food Strategy for Canada - was prepared to stimulate a dialogue among scientists,
policymakers, professionals and managers from the health, agriculture and agri-food
systems. Together, these parties will develop an integrated strategy. For this discussion
paper, the authors examined the key issues and challenges facing the health care
sector and the agriculture and agri-food sector. The discussion paper concludes that
without significant intervention, the number of Canadians with obesity and diet-
related chronic diseases will continue torise, placing increasing pressure on the health
care system in direct costs and to society as a whole in indirect costs. At the same
time, rapid changes have occurred in the pace of globalization and in the structure
of the agriculture and agri-food sector. The sector requires significant adjustments,
including substantial and ongoing government support.
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Both the health and agriculture and agri-food sectors have recognized the need for
multi-sector collaboration. Recent policies and frameworks provide examples of areas
in which integration and synergy are being pursued. This discussion paper suggests
that a “Whole-of-Society” approach - one that engages the whole of the agri-food
value chain - is required, in terms of media, culture, social sectors, transportation,
and so on. However, this whole-of-society solution needs to place the consumer
at the center, and must consider the conditions and dynamics of local and global
markets from a systems perspective. This paper notes that using new and innovative
approaches, such as taxes and subsidies, may achieve healthier patterns of eating.
While little evidence exists to date to support this hypothesis, it is too early to dismiss
these new approaches.

From this analysis, the discussion paper presents avision of “improving the well-being
of Canadians by providing safe, nutritious and accessible food that supports healthy
eating, contains health care costs, and is promoted by innovative and sustainable
agricultural, food and health sectors.” Developing an integrated health and agri-
food strategy to implement this vision will require galvanizing action across sectors,
across systems, and across levels of policy development and decision at the local,
national and global levels. This discussion paper, therefore, introduces a set of “levers
for change” that will translate the proposed vision into a set of concrete initiatives.
These initiatives must be suitably robust to contribute to improving the health and
economic well-being of Canadians. Moreover, the discussion paper proposes a novel
approach to building convergence and action around these levers.

The levers for change will include steps to assist Canadians in making healthier
choices through:

» enhancing nutrition and health information at points of purchase and
consumption;

> fostering policy and practice innovation in approaches to education in the
home, school, and health professional settings; and,

> fostering innovative policies and practices in social and commercial
marketing.
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The levers for change will include ways to provide Canadians with more healthy food
choices by:

> improving the nutritional quality of processed foods by reducing trans fat,
salt, sugar and increasing fiber;

> using a Whole-of-Society approach to drive demand by consumers - and
supply in the horticultural sector - to increase the consumption of fruits and
vegetables; and,

> promoting the consumption of nutritious foods grown in Canada through the
development of a Canadian Diet similar to the Mediterranean Diet.

Thelevers forchange will demonstrate that opportunities exist to develop new markets
both in Canada and globally by: extending traceability from a food safety focus to its
use in assuring consumers that “value-added” food products have been produced
with the desired attributes, such as fair trade; promoting access to and sustainability
of the functional food, nutraceutical and natural health product sector; better
promotion of technology, business and social innovation and entrepreneurship, to
improve the links between small producers and local food businesses and consumers;
and, recognizing that Canadian agriculture and agri-food products can contribute
to meeting global food needs by providing an innovative, low-carbon footprint and
affordable agricultural and processed food products to the poorest of the world who
are at the “bottom of the pyramid.”

This Discussion Paper will ideally provide “food for thought” for representatives of
the whole-of-society approach, who will engage in the next steps of developing an
Integrated Health and Agri-food Strategy for Canada that meets health and economic
needs both nationally and globally.
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FOREWORD

Increasingly, governments, industry, and health organizations are recognizing the
connections between health and food, as well as the opportunity offered to Canadians
through initiatives to better converge health, agriculture, and agri-food policies. The
Canadian Agri-Food Policy Institute (CAPI) has launched a project to develop an Integrated
Health and Agri-Food Strategy for Canada. CAPI is a not-for-profit corporation that provides
an independent voice on agri-food issues.

To pave the road to an integrated strategy, CAPI undertook an exhaustive study on the
relationships between food and health (Finding Common Ground: Food for a Healthy
Population and a Healthy Agri-food Sector available at: www.capi-icpa.ca/pubs.html). A
project team of experts in agriculture, health care, and nutrition researched examples of
integrated food and health policies around the world and found that few examples exist of
integrated health and agri-food strategies or initiatives. In December 2007, following the
presentation of CAPI’s synthesis report,' the Institute received support from Health Canada,
Agriculture and Agri-Food Canada, the Public Health Agency of Canada, and the Canadian
Food Inspection Agency to pursue the groundwork for the establishment of an Integrated
Health and Agri-Food Strategy for Canada. In January 2008, CAPI retained the service of
Dr. Laurette Dubé, Founding Chair and Scientific Director of the McGill World Platform
(MWP) for Health and Economic Convergence, to lead the preparation of a discussion paper
to serve as the springboard in moving toward an integrated health and agri-food strategy.
The paper is co-authored with agriculture, agri-food and nutrition experts of the MWP, Paul
Thomassin and Janet Beauvais, both of McGill University. The discussion paper has benefited
immensely from the virtual expert meetings and one-on-one interviews convened to collect
insights from the Canadian and international scientists, policy leaders, and decision-makers
affiliated with the McGill World Platform.

A DISCUSSION PAPER AS THE SPRINGBOARD FOR AN INTEGRATED
HEALTH AND AGRI-FOOD STRATEGY FOR CANADA

The McGill World Platform for Health and Economic Convergence follows a long-term
collaboration between the Desautels Faculty of Management and the Faculty of Medicine
to create a novel transdisciplinary, multi-sector and multi-level approach to science, policy,
education, and action. This unique approach is called a Whole-of-Society (WoS) approach.
The WoS approach uses knowledge dissemination to simultaneously push the boundaries
of medicine and management (used here as a proxy for the diversity of related health and
economic disciplines). Ideally, this approach will contribute to health and wealth for all.
The core engines driving this collaboration have been the world renowned McGill Health
Challenge Think Tanks and their satellite events (www.mcgill.ca/healthchallenge). Taking
health, agriculture, agri-food and business as their initial domains of application, the

10
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Think Tanks and satellite events have convened an unprecedented collaboration among
some of the world’s most innovative thinkers and organizations from agriculture, food
manufacturing and marketing, economics and finances, along with experts in health,
nutrition, and community development. Participants hailed from academia, government,
non-governmental organizations (NGOs), and health and community organizations, as well
as from multinational corporations and smaller companies.

The Think Tanks have allowed participants to join forces, so they can start examining how
businesses and communities can contribute to the effort to bring about food and nutrition
security worldwide, and thereby help combat the current rise of obesity and diet-related
chronic diseases such as cancer, heart disease and stroke. The participants of the Think Tanks
examined how to take a broad, integrative approach in this effort, one that incorporates the
three facets of healthy eating:

(1) accessible food;
(2) nutritious food; and,
(3) safe food.

These three facets are central to an integrated health and agri-food strategy, if such a strategy
is to ensure stability in the availability, access, and utilization of safe and nutritious food.
The strategy must contribute to providing this stability in a manner that is economically,
environmentally, socially and culturally sustainable, and in a manner that contributes to
halting or reversing the rise in diet-related diseases.

In February 2008, an early-stage convergence building process was started with the
participation of a project team that included experts from Health Canada, Public Health
Agency of Canada, and Agriculture and Agri-Food Canada. The objective was to prepare a
discussion paper that would foster cross-sectoral dialogue across the federal government.
The aim of the building process was to articulate a common vision for an Integrated Health
and Agri-Food Strategy for Canada, a vision around which these parties could assemble short-
term and long-term start-up objectives for change, with associated outcomes and actions.

In June 2008, an Advisory Committee that includes governmental and non-governmental
stakeholders in this initiative convened to review the early-stages of the discussion paper.
Attendees suggested that a small discussion group be formed to refine the common vision
before elaborating a set of start-up objectives, outcomes, and actions in more detail. This
group met on September 4, 2008 and agreed on acommon vision that would guide the further
preparation of the discussion paper. The discussion paper would serve as the springboard for
the convergence building process, which in turn would lead to the formal development of
the Integrated Health and Agri-Food Strategy for Canada.

11
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Ideally, this discussion paper will provide a basis for further dialogue among Canada’s
government and non-government leaders in the health and agriculture and agri-food
sectors, with theobjective of developinganintegrated strategy. Tothisend, theseleaders
could meet at a summit during which they would be invited to play a foundational
role in the creation of multi-level (national, provincial and global) and multi-sector
(governments, business and civil society actors in agriculture, agri-food and health)
knowledge and action networks. Such networks are necessary for the strategic
development, implementation and sustainability of the specific initiatives required.
The networks would also build public awareness and foster political commitment.
The outcome of such a summit could be the draft version of a strategic framework
for action that would constitute the Integrated Health and Agri-Food Strategy for
Canada. The strategy would be presented to the ministers of Health Canada and of
Agriculture and Agri-Food Canada, and subsequently promoted by business and civil
society leaders to catalyze action.

12



} Toward an Integrated Health & Agri-Food Strategy for Canada {

. INTRODUCTION

The health sector, and the agriculture and
agri-food sector, faces significant challenges in
Canada. The health system is pressured by the
ever-increasing costs of providing universal
health care. For example, as the obesity epidemic
and diet-related non-communicable diseases
spread through the world, the share of the
health care costs attributed to unhealthy eating
is estimated to be more than CAD $6 billion per
year.> Meanwhile, the growth and profitability of
Canadian farmsand businesses in the agriculture
and agri-food system have shrunk to levels that
threaten the financial viability of a number of
businesses in these key sectors of economic activity. For example, government subsidies in

recent years have surpassed market incomes in the agriculture sector.

Globally, the world faces yet another food crisis, with food-price inflation sending markets
into turmoil and food insecurity becoming a reality for an increasing proportion of the
world’s poor, especially the approximately one billion who subsist on less than US $1 per
day. As well, food safety has become a growing concern, with practices in one part of the
world often resulting in food-borne illnesses in others. A steady stream of media headlines
have emerged about bovine spongiform encephalopathy (Mad-Cow Disease), food recalls
prompted by outbreaks of salmonella and E-coli, and fears of avian influenza contagion
from poultry supply. The issue of food safety has created a challenging environment in
which government policy-makers, business strategists, and civil society leaders in health,
agriculture and agri-food systems must manage new realities and prepare for an uncertain
future.

The past year has highlighted the steep opportunity costs of sectoral isolation in addressing
the intractable issues that lie at the interface between health, agriculture and agri-food
systems. But the past year has also presented an unprecedented opportunity for a new kind
of collaboration, one that produces more effective, integrated solutions. These solutions
must emerge through a Whole-of-Society approach. This approach starts with individuals
from businesses and communities across all sectors of health and economic activity.

They must act at local, national and global levels. Indeed, the ideological walls that have

impeded business, NGOs, government and community convergence in the past have been
among the costliest variables in our efforts to find comprehensive, long-term solutions.

13
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Canada can become a world leader in integrating health, agriculture, and agri-food policies,
thanks to several advantages:

» Canada’s health system is highly regarded worldwide, and is a well-established

benchmark for universal access to quality and comprehensive health care. Furthermore,
Canada has taken a leadership position globally in developing policies related to food
safety, infectious diseases, nutrition, and chronic disease prevention;

Canadian agriculture has a strong base in many food commodities, including grains,
meat, dairy, and pulse products, and can provide environmentally and economically
sustainable solutions to chronic and crisis-driven food insecurity worldwide, while
gaining a competitive advantage in global markets to help feed the world;

Canada’s strategic and sustained investment in science and technology, an investment
that supports research and development, has created opportunities for the health
and agriculture and agri-food systems to play a leading role in developing marketable
and societal solutions for urgent global health and economic challenges;

Canada’s policy agendas for health, agriculture and agri-food, and nutrition are
already well-equipped with frameworks for action, many of which reflect major,
forward-looking paradigm shifts and acknowledge the need for further integration
between health, agriculture and agri-food agendas.

14
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Il. SETTING THE CONTEXT FOR THE CANADIAN
HEALTH, AGRICULTURE AND AGRI-FOOD SYSTEMS

This overview is intended to provide scientists, policy-makers, professionals and managers
from the health, agriculture and agri-food systems with an initial understanding of the key
issues and challenges in one another’s sectors in order to provide a foundation for their
collective future work in developing an integrated strategy. Notably, a full portrait of the
Canadian context for health, agriculture and agri-food systems is beyond the scope of this
paper. For more detailed information on trends in the health care costs, disease rates, and in
the agriculture and agri-food sector, see Appendix 1.

TRENDS IN HEALTH CARE COSTS AND RATES OF DIET-RELATED
DISEASES AND OVERWEIGHT/OBESITY

Between 1975 and 2005, health care expenditures in Canada rose from 7% to 10.5% of the
Gross Domestic Product (GDP), and now exact an estimated annual cost of $160 billion.* Per
capita health care expenditures have doubled from about $1,700 to about $3,600 (1997 $).5
Furthermore, the prevalence of diet-related chronic diseases such as cancer, cardiovascular
diseases, diabetes, and stroke (Figure 1)° — which all together take up two-thirds of the direct
costs of the health system’ - continues to rise and is projected to significantly increase.
Chronic diseases are all together estimated to contribute about 60% of indirect health care
costs to the Canadian economy, costing $54.4 billion annually (in 1998$).® In addition, the
number of Canadians in all age groups who are overweight and obese continues to rise:
half of the adult population is now overweight or obese, while weight issues are becoming
increasingly prevalent in children and youth. A recent modeling exercise by the Milken
Institute in the United States shows that, under an “optimistic scenario” of intervention
which assumes reasonable improvements in health due to more comprehensive prevention
and lifestyle changes, the rates of chronic diseases could be slowed down from a potential
increase of 43% to 17%.°

Prevalence of chronic disease in Canada, 2004 Chronic disease costs in 2005 dollars
CAD$ Billions
Hypertension 2.37 Direct costs
. Indirect costs
Obesity 7.35 | Stroke | 3.24 Disability and premature
. Heart ; 2.80 Respiratory diseases  3.87 567
Disease
Diabetes* 9.87

Diabetes - 18l Cancer | 4.43 1348

Cancer | 0.86 Cardiovascular diseases 7.62 13.02

— 1 1 1 1 1 1 J -
o 1 2 3 4 5 6 7 8 Musculo-skeletal 4.90 15.74

o - diseases
Population (millions)
* Measured, excluding territories

Source : CCHS 2004, Heart and Stroke Foundation Canada, PHAC Source : Economic Cost of Chronic Disease

Figure 1. Current state of chronic disease in Canada and examples of economic projections of health care
costs.

15



<

It
that changes in the individual

is now well-established

lifestyle behaviours such as
diet and physical activity
can  significantly  reduce
the prevalence of chronic
diseases. Appropriate
nutrition and physical activity
could reduce the prevalence

Building Convergence

. The evidence from thess programmes has been

used as the basis for setting the government’s
ambition for prometing health weight in children
that is both stretching but achievable
It has also been used to underpin the policy
propasals in Chapter 3, althaugh these go further
| tocover all major Foresight areas and to aim at
“~_aduits 100

n
S

Average BMI of 2 to 19 year olds

Trend average BM! growth

——

R G

= Braastfeeding

» Targetad support for at risk families

+ Children’s centres (including

. Schoofbasec’prevewnon (including

» Reduced consumption of HFSS foods e.g.

* Reduced HFSS advertising to children

« Community interventions all ages

<

Evidence-based methods of promoting heaithy
weight in children

Programime _Foresight area.

activity and nutrition) to 2irs

ition, reduced soft drink
and ec'ucanon to

Promoting
heaithier food
choices

through reformulation and dlear labelling

Physical activity

l Chiidren:
heaithy
growth and
heaithy weight

=)

of cancer by 24%" and lead
to dramatic reductions

n

2000 2007 2010 2015 2020

cardiovascular disease.” The
public health community has
devoted considerable efforts to

Figure 2. lllustrative chart of potential reduction in average BMI
in children from implementing best practice programs - indicative
trajectory. Modified from the report Healthy Weight, Healthy Lives:
a Cross-Government Strategy for England, by Cross-Government
Obesity Unit, Department of Health and Department of Children,
Schools and Families, 2008, pg 9. Copyright 2008 by Cross-
Government Obesity Unit.

developing a stronger evidence
basis to guide individual
choices and to assess the
impacts of programs to prevent
chronic diseases and obesity. Figure 2 illustrates the results of a U.K. study that evaluates
the impact of different types of programs in reducing the body mass index (BMI) of children.
The study suggests that significantly altering the rising rates of obesity in children can only be
accomplished through a combination of nutrition and physical activity programs delivered
by different sectors and levels of society.? It points out that the agriculture and agri-food
sector is one of many sectors that need to engage in delivering some of these programs (e.g.
nutrition labelling).

THE CANADIAN AGRICULTURE AND AGRI-FOOD SYSTEM

In 2006, the agriculture and agri-food sector - including primary production (unprocessed),
food processing (value-added), retail/wholesale and food services - contributed $87.9 billion
dollars (1997$) to the Canadian economy, representing 8% of the GDP.4 The agriculture
and agri-food sector employs 2.1 million individuals, representing 12.8% of Canadian active
manpower.> Overall primary production in Canada is focused on red meats, grains and
oilseeds, and dairy. Sixty percent of Canadian farms are considered small (under 400 acres)*
and more than 20% of Canada’s farms have a yearly farm income of less than $10,0007
(Figure 3). However, these small farms represent only 10% of the total primary production
output, while very large farms (which represent just 17% of total farms) provide 75% of total
output.® Small farms are often hobby or leisure enterprises, whose owners are employed
in other occupations or retired. Large farms in Canada are business-focused and are more
likely to be incorporated operations. Furthermore, while the retail and wholesale sectors
have undergone significant consolidations in recent years, many small- and medium-sized

16
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Reports on farm areas across Canada (acres) Share of farms and gross farm revenues by farm size, 2006
50

Less than 400 acres Percent
61.52 % 40 -

2 240 to 3 520 acres Farms

B Gross Revenue

741 %
30
400to 1 119 acres 20
20.70 %
10

1120 to 2 239 acres

Less than $10,000-  $100,000-  $250,000-  $500,000-  $1 000 000-
10.37 % $10,000 $99,000 $249,000  $499,000  $999,000 and over

Revenue Class
Source : Statistics Canada, 2006 Census of Agriculture

Figure 3. Farm size and revenue in Canada.

businesses persevere. Therefore, when considering the challenges and opportunities for the
agriculture and agri-food sector, it is important to consider the size, nature and type of
businesses operating at each level of the whole value chain within this sector.

Over the past 15 years, productivity growth in primary agriculture has consistently decreased,
and is consistently lower when compared with Canada’s lead competitors, the United States
and Australia.”® Conversely, the productivity growth of the remainder of the agriculture
and agri-food sector over the same period of time has consistently improved and has been
superior to its competitors (U.S. and Australia).>> Government expenditures in support of
the agriculture and agri-food sector have increased, presenting a significant burden at both
provincial and federal levels. In fact, program payments now surpass market income, with
a yearly cost estimate of CAD $5

Bl program payments billion (Figure 4).> Investments

5.0 . Market income

in improving productivity in this
sector have a strong potential
to contribute to the country’s

c
2 economic performance and
[ ..
" competitiveness on the world
markets.
30 Canada remains the world’s

Figure 4. Net farm income and program payments. fourth largest agriculture and

agri-food exporter, after the
European Union (EU), the U.S. and Brazil (2007 data).>* Canada accounts for 5.6% of total
world agriculture and agri-food exports. Canada is also the sixth-largest agriculture and agri-
food importer, after the EU, the U.S., Japan, China and Russia. Canada accounts for 2.5% of
the world agriculture and agri-food imports.? Over the past two decades, the composition
of exports has shifted significantly. Canada’s share of bulk commodities and value-added
products remained stable, while consumer-oriented products rose to 30.4% for exports and

accounted for 74% of the total imports in 2007.>
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This shift presents an opportunity for innovation in the Canadian agriculture and agri-food
sector. Innovation requires public and private investments in research and development
(R&D) and in both primary production and food processing. Canadian public investment in
R&D has been lower in the 2000s compared to the 1980s and 1990s. Private investments in
R&D have been greater in food processing than in primary agriculture, possibly contributing
to the former’s sustained productivity growth.?¢ However, the share of the R&D expenditure
asashare of GDP by private industries in either of the primary agriculture or food processing
sectors is significantly smaller than that of the total manufacturing sector. Since the early
1990s, Canada’s business has lagged behind its competitors (U.S. and Japan) in terms of the
R&D expenditures as a share of value-added investments in the food processing industry.”

18
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lll. NUTRITION AND HEALTH AS DRIVERS OF FOOD
SUPPLY AND CONSUMER DEMAND IN CANADA

In order to identify suitable lever points for intervention, it is essential to understand current
and emerging trends in the types of food that consumers purchase, the types of food they
are interested in purchasing, and where they make these purchases. Furthermore, consumer
demand for new products drives business decisions about where R&D resources should
be invested. Therefore, in order to motivate businesses to invest in the R&D of healthier
agriculture and agri-food products, it is also necessary to drive consumer demand for these
products. The following section reviews some of the key trends in food supply and consumer
demand. For more detailed information, see Appendix 2.

Meal Type % of Meals of their meals at home. Almost 70% of
EEHaiie EoRatall &7 all Canadian meals are purchased from

Ata Restaurant g retail stores and prepared and eaten at
home (Figure 5).* While commercial

Skipped Meals 8
food services account for around 10% of
Carried From Home 8 . .
all meals, the average Canadian family
ANDTherAway ErainHoms g visits a restaurant for a meal or snack
In-Home—From Restaurants 2 approximately 520 times per year and

spendsaboutone-fifthofitstotalhousehold

food expenditures on these meals and
Figure 5. Where Canadians eat their meals, 2007.
Source: Canadian Restaurant and Foodservices
Association, from National Eating Trends Canada,
NPD Group Canada Inc.

snacks.>

Consumers are highly aware of the
connection between food and good health. Whether the consumer is purchasing food in
retail stores or away from home, both nutrition and quality (including taste) are the two top
criteria, with price being far less important. As a result, consumer demand for, and industry
supply of, foods with “real” or “perceived” healthfulness continues to be a strong area of
growth for the agriculture and agri-food sector. A particular growth area is the increase in
new processed food products that make functional claims. This rising trend is reflected in
the increasing market value of functional foods in Canada, the U.S. and other industrialized
countries. This market is projected to experience strong growth in future years.

Companies are also reformulating products to respond to consumer interest in and demand
for healthier nutrient profiles, such as foods claiming to be “trans fat free” or “low sodium.”
A report by ACNielsen* that annually tracks nearly 500 agriculture and agri-food product
categories reported that approximately one in five active manufacturers’ listings in retail
grocery stores in 2003 were considered “better for you products.”

The number of “better for you” product listings had more than doubled in three years, while
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the market share of these foods increased by 1% annually. In fact, on a global scale, ACNielsen
reported that six of the seven retail grocery categories that experienced double digit growth
in 2003 were “better for you” products.

Canadians also continue to show a strong interest in organic food. Canada’s organic fruit
and vegetable industry is slowly expanding, with sales still representing a niche market in
most parts of Canada. In 2006, 3,555 farms reported growing certified organic products, an
increase of nearly 60% from 2,230 in 2001.>'

In spite of these advances, Canada has experienced limited growth in the consumption
of fruits and vegetables (Figure 6),* even though the link between fruits and vegetables
consumption and the risk of obesity and chronic diseases is well-established. It is estimated
that reducing the rate of diseases through the consumption of 5 to 10 servings of fruits and
vegetables perdaywould save the health care system significantamountsindirectand indirect
costs.»

In summary, Canadian consumers still eat the majority of their meals at home or away
from home, using food brought from home, with only about 10%3* of meals consumed in
restaurants. Consumers have shown a strong interest in foods that are considered “better for
you” and the market for niche products, such as organic and functional foods, has continued
to grow. The opportunity clearly exists to continue to drive consumer demand toward
healthier foods through education and industry supply.

60
53.3
50 -
41.2 36.9
40 -
£
o 30 1
()
o
20 -
10 4.3
1
0 ‘ ‘ :
Consume fruits and Consume fruits and Consume fruits and Consume fruits and
vegetables less than 5 vegetables 5 or more times vegetables 5 to 10 times  vegetables more than 10
times per day per day per day times per day

12 years old and over

Figure 6. Fruit and vegetable consumption, population aged 12 and over, Canada, 2005.
Source: Statistics Canada.
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IV. POLICY TOOLS AT THE INTERFACE OF HEALTH,
AGRICULTURE AND AGRI-FOOD

A broad spectrum of government instruments exists for advancing public policies at the
interface of health, agriculture and agri-food that promote healthy eating and sustainability
in these sectors (Figure 7). Some common instruments are laws (statutes and regulations),
economic instruments (including taxes, subsidies, and public expenditure), forms of self-
regulation, standards, voluntary initiatives, information and education, and collaborative or
consensual approaches (including formalized partnerships and less formalized networks).
Thecomplexity of addressing agriculture, agri-food, business, and diet-related considerations
with a reasonable degree of convergence between health and economic issues clearly
transcend government departments and jurisdictions. It also calls for the involvement of the
private sector, non-governmental organizations, and communities and consumers.

Information
Taxation and education Economic
instruments

Table 1 (Appendix 3) provides
an overview of the most

- Jioans common policy instru-
i EIEIEG ments that have been
s tments used at the interface

Contacts

TOOL KIT used in other

jurisdictions
orms of self-
regulation Performance
based

regulation

between health,
User agriculture and agri-

charges

Public food. A review of this

ownership

Standards

and other forms
of voluntary

action

table shows that many
Figure 7.

: ) instruments are already in use
Policy tool options.3®

at the health, agriculture and
agri-food interface. Furthermore, these instruments represent the diversity of tools available
to decision-makers. In terms of regulatory instruments, a recent CAPI report*® provides an
overview of the legislative and regulatory landscape of the agriculture and agri-food sector
in Canada. The report provides detailed information about the complexity of this legislative
and regulatory landscape, and provides recommendations for a more effective regulatory
policy framework for the agriculture and agri-food sector. The CAPI report outlines measures
that could improve the regulation of the agriculture and agri-food sector and these include:
“developing over-arching objectives for regulation; encouraging greater collaboration
between departments and agencies; seeking industry input on the choice of regulatory
instruments; and designing legislation that provides for more regulatory flexibility.”

Beyond legislative and regulatory instruments, the policy tools reviewed in Table 1 (Appendix
3) offer a rich diversity: economic instruments, such as taxation, subsidies, trade tariffs
and public investment in research and development; mandatory and voluntary standards;
information and education; as well as novel collaborative and consensual approaches that
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involve government working with a diversity of stakeholders. A broad conceptual framework
used by the government of Canada in assessing, selecting, and implementing the best
portfolio of instruments by which to pursue policy objectives is available at www.regulation.
gc.ca/documents/gl-ld/asses-eval/asses-eval00-eng.asp.

At the interfaces of health, agriculture and agri-food, various policies can shape food supply
and consumer demand in different ways (Table 2, Appendix 4). For example, policies may
affect farm and agri-food input and technology costs, and thereby shape agriculture and
agri-food products and services, by making some ingredients and/or methods cheaper or
more easily accessible than others. Such policies include farm income and commodity-
price support programs, trade policies such as quotas and tariffs, and public investment
in R&D. Policies using taxation may affect consumer demand through similar economic
mechanisms. Information policies affect consumer demand at the same time as they change
the competition dynamics in markets. These policies include mandatory nutrition labelling,
the Canada’s Food Guide, front-of-package labelling schemes such as the Heart and Stroke
Foundation of Canada’s Health Check program, and the education campaign called 5 to 10
a day-For better health! Finally, policies that influence business practices have the power to
shape both food supply and consumer demand. These include policies such as industry self-
regulation and mandatory restrictions or bans on ingredients in processing or on advertising
to children.

In the past decade, some progress has been made in developing an empirical basis on the
health and economic impacts of the diverse policy options available. But much more analysis
is needed of policies with the potential to support the development of an integrated health
and agri-food strategy. It is beyond the scope of this discussion paper to conduct a systematic
review of the impacts of these policy options. But this paper does review and discuss the
current state of evidence between agriculture and food economic policy tools, vis-a-vis their
impact on obesity and food consumption, with a special focus on evidence supporting the
use of “fat” taxes to reduce the consumption of unhealthy foods.

THE IMPACT OF AGRICULTURE AND AGRI-FOOD ECONOMIC
POLICIES ON OBESITY

The impact of changes in agriculture and food economic policies on obesity or eating patterns
is predicated on the power of economic motivation to drive individual and organizational
choices and shape market forces (including consumer demand, production costs, relative
prices, and new technologies). Economic policies in the agriculture and agri-food domains
are typically designed to alter the structure of incentives and disincentives in order to shift
the drivers of food supply and/or consumer demand in a targeted direction. These policies
include subsidies, production and consumption taxes, supply-managed or tiered pricing,
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research and development tax credits, and import tariffs. In various countries, provinces/
states, and municipalities (e.g. New York and Seattle), economic policies are emerging that
include changes in taxation and agricultural subsidies that would not have been conceivable
less than a decade ago (apart from the well-known exception of the North Karelia Project
and its nation-wide extension).

Economists have modeled, projected and more or less validated the economic impact of
such policies for prices and production. Less evidence exists to support the thesis that these
economic policies negatively impact dietary patterns or lead to obesity. Nevertheless, public
opinion and a number of argument-based non-peer and peer-reviewed publications - in the
U.S., Europe, Canada and many other countries - have suggested that agricultural economic
policies, such as farm subsidies, have contributed significantly to the “obesity epidemic”
by making high-caloric, nutrient-poor foods relatively cheap and ubiquitous. The need for
changes in agricultural policy has gained popularity in the general public, with champions
like Michael Pollan®® and others making this issue popular and frequently discussed in the
media.

Cashetal.®argued that current commodity price policies in Canada may have had unintended
adverse dietary outcomes. But the authors did not directly test the hypothesized effects.
Conversely, recent analyses of historical and cross-sectional agricultural, sales and food
consumption country-level data from around the world provide little evidence of a direct
relationship between farm policies such as price and income support and obesity. Alston et
al.*> examined historical data in the U.S. and other food prices to assess the impact of such
policies in the U.S. They found that these policies have generally small and mixed effects on
farm commodity prices, which in turn have smaller and still mixed effects on the relative
price of low- vs. high-obesity prone food. However, this same study found that - in contrast
to agricultural subsidies — variations in economic policies tied to investments in agricultural
and agri-food R&D for low- vs. high-obesity prone food had a direct and significant impact
on the relative prices of these foods. Beghin and Jensen* found a similar superior impact of
R&D investments compared to income support on relative price, examining sugar and corn
as sweetener crops.

Schmidhuber moved beyond the relationship between agriculture and food policy and the
relative pricing of food categories of different nutritional content and quality. He performed
an economic and econometric longitudinal analysis of the relationship of these policies with
food sales and the nutritional quality of diets in the European Union (EU).# The results of
an analysis of the European diet over the past 40 years show that the degree to which the
EU’s Common Agricultural Policy (CAP) impacts diet patterns — and whether the impact is
positive or negative — depends on the pricing and cost structure along the farm-to-plate value
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chain (see Figure 8). The 3
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that these food products
go through many steps along the food chain, where each intermediary adds and gains value.
He did suggest, however, that a similar policy may have a more powerful impact on fresh
fruits and vegetables, because for these foods the value chain between farmer and consumer

is short. Indeed, the European Union has recently announced the creation of subsidy
programs for fruits and vegetables.®

In sum, in embarking upon the development of the Integrated Health and Agri-Food Strategy
for Canada, policy-makers and business strategies in all sectors may want to combine forces
to gather more scientific evidence on the health and economic impacts of past and present
economic policies that may have encouraged obesity. They may also want to undertake small
scale field experiments using policy options that could propel society in a healthier direction,
accumulating evidence as innovative changes are brought to the field.

THE USE OF ECONOMIC POLICIES TO ALTER FOOD CONSUMPTION

A sustained interest exists in understanding how economic instruments, such as taxes or
subsidies, could be used to better promote healthy eating in a sustainable manner for all
sectors. The table below provides a brief synopsis of the range of agriculture and agri-food
economic tools that have been used or proposed in Canada or other jurisdictions to alter
diet or food consumption based on a review of “keystone” articles. Some of the nutritional
outcomes are based on “real life” situations, while some outcomes are based on theoretical
models.

A specific and sustained interest has been maintained in the media and in policy circles

in Canada and abroad concerning “fat” taxes for unhealthy foods. A lower profile interest
exists in the use of subsides to encourage healthy foods. There are reasons why a “fat” tax is
an alluring concept to many stakeholders.
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Examples of Economic Approaches Used to Influence Diet or Food Consumption

INSTRUMENTS OR APPROACHES
USED TO ALTER SUPPLY OR DEMAND DIET AND FOOD CONSUMPTION

Taxation of unhealthy behaviour (tax disincentive)

Tax on a category (e.g., soft drinks, snack food)
or on a nutrient (sugar, fat)*

Removing taxes on health (tax incentive)

Removing tax on healthy foods

Subsidizing healthy food or healthy activity (“thin
subsidy”)

Fruits and vegetables*® and fibers*®

Other subsidies (transportation, etc.)

Northern Food Mail program*

Agricultural subsidy

Agricultural subsidy*®

Pricing policies

Lowering prices to improve sale of fruits and
vegetables*®

Agricultural programs that affect pricing

- Supply Management
- Marketing boards that set prices
- Import tariffs5®

Research and Development Tax Credits

R&D Tax Credits for new food products, food
technology, breeding and biotech®

Local pricing policies in schools, workplaces, and
vending machines

- Vending machines®?
- Tax on junk food in Maine®®
- Store coupons on purchasing of healthy foods®

Local subsidy policies in schools, workplaces, etc.

Community subsidies of healthy food choices in
schools, workplaces, restaurants®®

Targeted subsidies for participants of government
programs

Additional vouchers for fruits and vegetables
for women enrolled in Special Supplemental

Nutrition Program for Women (U.S.)%®

A “fat” tax is an example of a Pigovian tax that is designed to take into account the social
costs of externalities. It is used when private costs do not take into account social costs in the
production process and thus result in a market failure. The tax incorporates the social costs
into the private costs of the firm so that efficient decision-making can occur.5” The advantage
of a Pigovian tax is that it provides a socially efficient solution if the tax is set appropriately.
This type of tax is similar to the “sin” tax that has been levied on such products as tobacco
and alcohol. Several studies have indicated that the tax on alcohol and tobacco has had an
impact on the consumption of these products. Moreover, some stakeholders suggest that
the revenue that is generated from a “fat” tax can be used to promote healthy eating and
lifestyles.s®

A disadvantage of using a tax is that certain information (such as the definition of “healthy
food,” “unhealthy food,” or cut-offs for “healthy levels” of specific nutrients) is required
to appropriately set the tax. Another disadvantage is that the transaction costs, such as
monitoring and enforcement, associated with taxes must also be taken into account when
evaluating the policy choice. For example, the transaction costs associated with taxes that
target nutrient content directly are much higher than taxes that are levelled indirectly from
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food categories (i.e., snack food).>* These transaction costs can play an important role in the
cost effectiveness and the distribution of benefits and burdens on different segments of the
population. Another disadvantage of a tax on food is that it would have to be adapted as the
marginal damage and marginal benefit curves change over time.

Other disadvantages of a tax relate to costs to the consumer and to firms. A tax on unhealthy
food is often considered a regressive tax because it affects low-income people more than high-
income individuals. Low-income individuals spend a higher percentage of their income on
food purchases. Typically, small to moderate taxes on unhealthy foods will not significantly
impact the consumption of these foods.® If a tax is applied to a specific nutrient (e.g. trans
fat), it can increase the input costs to the firm unless healthier substitutes are equally priced.
The cost of the tax on a particular nutrient will be transmitted through the price system and
will result in higher end prices for that food product. While this higher price will provide
an incentive for consumers to ration their consumption of that food product, a “targeted”
approach will arguably be more cost-effective. Simulated results of taxes by Jensen and
Smed® indicate that a tax that targets particular nutrients is 10-30% more effective than one
that targets them indirectly (e.g., a general tax on sugar). In their simulations, Jensen and
Smed® found that targeting total fats versus only saturated fats had different effects on the
consumption of food categories (e.g., milk, butter, cheese). Notably, a tax on a particular
nutrient or food item may show cross-elasticity, with its impact on the quantity demanded
of another good resulting in unexpected outcomes.

A tax can also be applied on a food category at the point of purchase, as with snack foods. A
point of purchase tax creates an incentive for consumers to consume less of the food product
because of its higher cost. Applying the tax at the point of purchase provides a different set
of incentives than applying the tax on a particular nutrient. These different sets of incentives
will have different impacts on the supply and demand of unhealthy food.%

Subsidies are also thought to provide an incentive to generate a social benefit by decreasing
the price of healthy food choices. This is the so-called “thin subsidy”.®> As with taxes, how
the subsidy is applied, either on the nutrient or food category, will have an impact on the
incentives that are generated and on food consumption patterns. A subsidy on a particular
nutrient decreases the relative price of that nutrient and creates an incentive for firms to
utilize that nutrient in their food formulation. The input subsidy can be transmitted to the
consumer in terms of lower food prices, thus creating an incentive to consume more of this
food. How much of the subsidy is transmitted to the consumer will depend on a number of
factors, but the level of competition in the food category is of particular importance.

Cash and colleagues® used a health risk production function to estimate the impact of
providing a subsidy for the consumption of fruits and vegetables. They found that the cost
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per life saved from the use of subsidies to enhance consumption of fruits and vegetables
compared favourably to other policies used to promote fruit and vegetable consumption.
Jensen and Smed® used a simulation approach to estimate the impact of different subsidy
scenarios. As with taxes, they found that targeted subsidies on nutrient content, such as
fibre content, were more effective than targeting food categories (i.e., fruits and vegetables).
How the policy instrument was designed — whether it was a subsidy on the nutrient content
or food category — had an impact on the consumption of various food categories.

Other types of subsidy programs focused on particular healthy foods, within particular
segments of society, seem to have encouraged healthy eating. For example, the Norwegian
School Fruit Program,®® which supplied free fruits and vegetables to students, found that they
ate significantly more fruit and vegetables than students in schools that did not have these
programs. The Canadian Food Mail Program,* which subsidizes the cost of transporting
nutritious perishable foods to isolated communities, found a significant increase in the
consumption of fruits, vegetables, and dairy products when the subsidy for transportation
increased from 30 to 8o cents per kilogram.”

In conclusion, sustained interest exists in the health and agriculture and agri-food sectors
in understanding the effectiveness of taxes and subsidies on food sold at retail, as the means
of affecting positive health outcomes. Additional research is warranted to better reveal the
effects of these instruments on food consumption patterns, and consequently their role
in reducing diet-related chronic diseases and the trend toward obesity and overweight
individuals.
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V. LOCAL, NATIONAL, AND GLOBAL POLICY
FRAMEWORKS AT THE AGRICULTURE, AGRI-FOOD
AND HEALTH INTERFACES

In recent years, agriculture and agri-food issues have increasingly been taken into account in
the development of health policies and frameworks. Similarly, health issues have been taken
into account in the development of agriculture and agri-food policies and frameworks. Table
4 (Appendix 6) analyses the relevance of current agriculture, agri-food, and health policies
and frameworks at local, provincial, national and global levels to the potential vision and
goals of an Integrated Health and Agri-food Strategy for Canada.

The development of an integrated strategy must be guided by efforts to include building
synergistically on current policies, recognizing the need to address gaps, and fostering the
ability to resolve conflicts between policies. The policies listed in Table 4 (Appendix 6)
indicate that much opportunity exists for synergy and for greater involvement not only of a
“whole-of-government” but a Whole-of-Society approach to developing and implementing
such policies.

The challenges of developing integrated, multi-level, multi-stakeholder policies are also
revealed by examining gaps. Sometimes, the obvious gaps are related not to the absence
of a goal but rather a failure of implementation. For example, consumption of fruits and
vegetablesisclearlylinked to good healthand can increase the productivity of the horticulture
sector. However, in many countries, including Canada, it has been difficult to achieve these
outcomes. A recent review from Europe indicates positive outcomes from projects where
industry and multiple levels of government worked together. This required changes to the
European Union’s CAP in regards to fruits and vegetables, which previously stipulated that
fruit and vegetable surpluses be destroyed to avoid prices falling below certain levels.”

During the past decade, significant shifts have occurred in agriculture and agri-food policies
in Canada. The Agricultural Policy Framework (APF)” of 2002 is viewed as the first genuine
attempt to create a comprehensive, overarching plan for agriculture and agri-food policy.
The APF advocated securing the long-term profitability of the sector by making Canada
the world leader in food safety, innovation, and environmentally responsible agricultural
production. It focused not only on the agriculture and agri-food sector but also on the role
of the value-chain and post-farm gate activities.

The Growing Forward Framework? (July 2008), recently endorsed by Canada’s federal,

provincial and territorial Ministers of agriculture, articulates further the importance of
links between agriculture, agri-food and health. Though only a limited number of health-
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related initiatives exist, this recognition of health within the federal agricultural and agri-
food policies presents an opportunity to further build and solidify health considerations in
current and future agricultural and agri-food policies.

In the private sector, food industry coalitions are seeking a better understanding of the
synergy between their own sector-specific strategies and the broader health, agriculture, and
agri-food policies at both national and international levels. Indeed, globalization has led to
new dynamics as global value chains work to build their own system of standards (private
standards) to govern aspects of food safety, food quality, and environmental sustainability. A
good example is the Canadian Children’s Food and Beverage Advertising Initiative (Children’s
Advertising Initiative),” where food and beverage companies came together and voluntarily
set limits on advertisement aimed at children.

Clearly, current health policies focus predominantly on health care delivery. But the
prevention of disease through population health approaches is also vital to improving
overall health status. The Integrated Pan-Canadian Healthy Living Strategy” and its related
provincial policies emphasize the importance of healthy eating, physical activity and the
relationship of these priorities to healthy weights. This approach is consistent with the
World Health Organization (WHO) Global Strategy on Diet, Physical Activity and Health?
(2004), which states that the responsibilities for action to bring about changes in dietary
habits and patterns of physical activity rest with stakeholders from public, private and civil
society. Many disease-specific strategies (Canadian Diabetes Strategy,” Canadian Strategy for
Cancer Control,” and the new Canadian Heart Health Strategy and Action Plan™) specifically
highlight the role that food can play in reducing chronic diseases and the importance of
multi-stakeholder action.

In the early 1990s in Canada, Nutrition Recommendations: A Call for Action®* was published,
followed by the 1992 publication of the Canada’s Food Guide to Healthy Eating® (updated
again in 2007). In 1996, as a result of a multi-sector, Canada-wide process, the Joint Steering
Committee created Nutrition for Health: An Agenda for Action,® a national nutrition
strategy for Canada. It stated that food availability and choices are greatly influenced by
the combination of powerful economic and social forces and individual tendencies and
capacities. The policy statement advocated the integration of nutrition into social and
economic policies and programs, and into programs related to health, agriculture, agri-food,
and education.

At the provincial level, numerous policies related to healthy living, nutrition, and food exist.
In the province of British Columbia, for instance, The British Columbia Agriculture Plan:
Growing a Healthy Future for B.C. Families® is the first policy to link health, agriculture,
and agri-food outcomes in an extensive manner. Furthermore, ActNow BC?* provides a
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coordinated, cross-governmental, multi-sector platform to promote, support, and encourage
food industry initiatives and activities that proactively “make the healthy choice the easy
choice” for British Columbians. It provides a platform for providing as many B.C. products as
possible which meet their healthy food choice standard (e.g. the School Fruit and Vegetable
Snack Program?® and the B.C. Dairy Foundation’s Elementary School Milk Program?®®).

Canada’s Action Plan for Food Security® (1998) describes an extensive portfolio of action both
at the domestic and international levels to address food security. Canada’s Fourth Progress
Report on Food Security®® recognizes that new programming on sustainable agriculture, as
well as initiatives related to trade, can positively impact domestic and global food security.
Recently, the Government of Canada published the Food and Consumer Safety Action Plan,®
which setsa forward path to ensure that the food safety system in Canadaremains modernand
responsive to new and emerging challenges, both domestically and globally. Furthermore,
the Bill & Melinda Gates Foundation, through a convergence-building workshop?® hosted
by the MWP and organized in collaboration with the WHO, began to examine how to link
agricultural development outcomes with food safety, food security, and nutrition outcomes.
Experience from these integrative policy exercises can also guide the development of a
Canadian integrative framework.

In Canada, the development of both health policies and agricultural and agri-food policies
is complicated by the issue of shared jurisdiction between the federal and provincial
governments in both of these domains. Numerous policies exist in this area at both the
provincial and federal levels. This jurisdictional issue becomes further complicated when one
looks at the shifting role of private organizations engaged in developing policies in the area
of health, agriculture, and agri-food. For example, the Bill and Melinda Gates Foundation
currently has more funding than the entire WHO and is exercising an influential role in the
development of policies. Other private foundations, such as the Safe Supply of Affordable Food
Everywhere (SSAFE),” which aims to improve food safety systems in developing countries,
are now working to build formal partnerships with governmental bodies in order to deliver
these programs.

In Canada, a strong, long-standing desire exists to achieve greater integration between health
and agriculture and agri-food policies. Furthermore, several reports have been produced
calling for an “all-of-government approach” to areas where food, health, and environment
intersect. Increasingly, authorities in these areas recognize that engaging the full range of
public policies and creating effective partnerships across all sectors is necessary to create the
convergence required to achieve the desired health and economic outcomes (Dieticians of
Canada,”> Heart and Stroke Foundation,” Health Council of Canada 2007 reports on chronic
health conditions,** Canadian Agri-Food Policy Institute,®> McGill Health Challenge Think
Tank reports®®).
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In developing an integrated health and agri-food strategy, the impact of agricultural and
agri-food policies on health must be better understood. While the evidence basis pertaining
to these issues is under-developed, actions to bring about better convergence should not
be delayed. Canadian society is now at a crossroad; it may be possible to galvanize action
in the health, agriculture and agri-food systems, such that all actors would be willing to
revolutionize their respective paradigms in order to work individually and jointly to shift the
drivers of food supply and consumer demand toward safe and nutritious food that supports
healthy diets for all. This revolution would fulfill the dual objective of containing health care
costs and opening new avenues for market and economic growth and sustainability for the
agriculture and agri-food sector.

The context for health and nutrition policy is being influenced by several factors, including
the powerful global value chains, the rise of private standards and agreements, the growing
importance of private-public partnerships, and the role of private foundations. This influence
is in addition to the impact of the increasingly sound understanding among policy-makers
of the need to balance the roles of government as a regulator, a catalyst or as a partner in
a Whole-of-Society approach. Moreover, health, agriculture and agri-food systems do not
operate in isolation from other systems (e.g. transportation, urban planning, etc.) and the
behaviour of the individual is influenced by complicated cultural and social influences.
The next sections of this discussion paper introduce the concept of a systems approach
within which a future Integrated Health and Agri-Food Strategy for Canada would need to
operate.
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VI. A WHOLE-OF-SOCIETY SYSTEMS APPROACH TO
THE INTEGRATED HEALTH AND AGRI-FOOD STRATEGY
FOR CANADA

Current policies and frameworks suggest that the health, agriculture and agri-food sectors
in Canada recognize that better linkages must be created between these fields, bolstered by
multi-level, multi-stakeholder partnerships.

In recent years, a growing recognition has emerged among nutrition, public health, and
medical communities that the food industry is not necessarily the evil to avoid, but rather
can be a powerful ally in achieving the changes needed to combat obesity, chronic disease,
and other challenges related to food and diet. The industry can be a particularly strong ally
if its power of innovation, technology, and logistics is harnessed. The agri-food industry
has also recognized the economic opportunity of partnering with the health sector, in
terms of enhancing its ability to understand and meet consumer demands for health and
wellness products. Consequently, the private and public sectors in both the health, and the
agriculture and agri-food realms have undertaken a significant effort to entice producers,
processors, marketers, retailers and restaurants to shift the drivers of food supply in a
healthier direction. At the same time, the health community has made efforts to educate
consumers about healthy eating. Despite these efforts, and even though policy-makers in
both sectors are aware that supply and demand are completely intertwined, no complete and
systematic approach has been developed to move supply and demand toward health and
nutrition in a convergent and sustainable manner.

In orderto shift the food supply and consumer demand towards the desired outcomes, society
must be engaged beyond the nutrition, health, and agriculture and agri-food sectors. A
Whole-of-Society Systems approach (Figure 9)7 will be required. This system will influence
the local and global culture and media, communities, education and other systems such as
transportation and civil engineering. It will also address the environmental aspects of food
production.

Above all, these changes must place the consumer at the center of the focus. Consumers,
far from being generic entities, vary along numerous dimensions and hold a variety of
behavioural motivations, which impact their food choices in different manners and to
different degrees.

Varying culturesand norms mustalso be takenintoaccountindevelopinganintegrated health

and agri-food strategy. Cultures vary in the values they attach to food and its relationship to
health. For example, some cultures rationally emphasize health and nutrition, while others
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Figure 9. The whole-of-society systems driving food supply and consumer demand. Modified
from the report Food: an analysis of the issues, by the Strategy Unit, UK Cabinet Office, 2008.

<

focus on hedonism or guilt. Many cultures view food as a core social engine. Cultural values

and social norms also shape the activities, interactions, and transactions within and between

health, agriculture and agri-food systems. For instance, viewpoints vary between cultures
about: the relative moral value attached to profit-making motives; the degree of nurturance

and protection given to children or to the concept of family; the relative dominance of the

individual vis-a-vis the society; or the degree of guidance the state can appropriately have

over individuals.

In recent decades, industrialization, urbanization, and globalization have significantly
changed the agriculture and agri-food system. These changes have had global consequences

for food safety, nutritional quality, and food access. Globalization has resulted in increasingly
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complex cross-national and cross-continental supply chains of agriculture and agri-food
products. It connects daily grocery shoppers in Canadaand the United States to small farmers
in developing countries, with transnational agri-food corporations as the bridge between
them. For example, Canada imports almost 80% of its fruits and vegetables, with 80% of
these imports coming from the U. S. and the remainder from over 100 other countries.*®
Understanding the complex processes of agri-food, industrial and commercial development
at the national level - and in the context of global markets - is critical to developing
appropriate strategies and policies at the interfaces of health, agriculture and agri-food. As
illustrated in Figure 10% in terms of fast food, local value chains in both developed and
developing countries and global value chains interact in complex ways.

Rapid changes have been

Developed Countries . .
occurring in global food

Global Transnational Global Fast-food Global Retailers

2 : et
BUAS?TT?SS Manl::fg(():?urers (McFDrc?:a(ig’lss,e;FC) (SUrisgg:rvs:_M:ﬁ?unt trade p atterns. AS a reSUIt’
current policies do not
fully account for the fact
Clobal value that - particularly for the
';3:::;““ 20 ol agriculture and agri-food
Food Consumption system - developing and
Patterns

Local Local Food Transnational Fast (Unhealthy eating) developed countries are

Farmers Producers
now part of the same local
(s foots & waciona and global systems. This
Developing Countries Phenomenon presents

both  challenges and
opportunities for Canada’s
domesticand international agenda, in matters of nutrition and health promotion, innovation,

Figure 10. Interaction of global and local food value chains.

competitiveness, and economic performance in the food industry. Several factors urgently
signal that simply producing enough calories to feed the world is not sufficient, such as recent
food security and safety crises, the persistent progression of obesity and chronic diseases,
and the economic challenges facing all systems worldwide. It is also critical to ensure that
these calories are of appropriate nutritional quality, and made accessible wherever they are
needed through safe and efficient production and distribution.

In conclusion, awhole-of-society systems approach is required that engages both individuals
and actors in health, agriculture and agri-food, and other social and economic systems. This
system must account for the broader cultural and environmental context at local and global
levels, and must have the ability to achieve change at the scale required to attain the health
and economic outcomes envisioned by an integrated health and agri-food strategy.
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ViIl. A VISION FOR AN INTEGRATED HEALTH AND
AGRI-FOOD STRATEGY FOR CANADA

Previous chapters of this discussion paper have reviewed the various issues to consider when
developing an integrated health and agri-food strategy: (1) the current context of the health
and agriculture and agri-food sectors; (2) the current policy frameworks and strategies at
the health, agriculture and agri-food interface; (3) the range of instruments that are being
used, or could be used, to advance health and agri-food outcomes; and (4) the importance of
using a systems perspective, including the important and increasing role of local and global
value chains. Based on this analysis, this discussion paper proposes a vision for an integrated
health and agri-food strategy for Canada.

A VISION FOR AN INTEGRATED HEALTH AND AGRI-FOOD
STRATEGY FOR CANADA

Thevision proposed is of “improving the well-being of Canadians by providing safe, nutritious
and accessible food that supports healthy eating, contains health care costs, and is promoted
by innovative and sustainable agricultural, food and health sectors” (Figure 11). Under this
vision, Canadians benefit from producing and consuming food that makes them healthier,
while Canadian businesses in the agriculture and agri-food sector are better able to compete
in local, national and global markets.

s

safe, nutritious and accessible food that supports
healthy eating, contains health care costs, and is promoted

Safe Nutritious Accessible Healthy Innovation Sustainability

Figure 11. A vision for an integrated health and agri-food strategy for Canada.
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The vision is supported by six pillars: safe food, nutritious food, accessible food, healthy
eating, innovation, and sustainability. These six pillars were chosen because they represent
the areas in which policies and initiatives currently exist of relevance to an integrated health
and agri-food strategy. The key policies, initiatives, and considerations for each of the six
pillars are briefly described in the following sections. It must be noted that these six pillars
do not operate independently from each other.

This discussion paper proposes a set of “lever points for change” that run within and across
these six pillars, in order to direct thinking and discussions with regards to the subsequent
development of a strategy by leaders in the field. These lever points combine a selection of
short- and long-term changes that can potentially lead to significant improvements at the
interface of health, agriculture and agri-food. It must be noted that, thus far, neither the
selection nor the suggested initiatives in each of the proposed lever points for change have
been the object of a consensus-building process.

It is expected that these lever points for change would create a structure around which
engagement and action by consumers, the private sector, civil society, public health, and
agriculture and agri-food agencies at the local, provincial/territorial, national and global
levels could be galvanized. This whole-of-society mobilization would translate the levers
into a set of concrete and focused initiatives, leading to a more comprehensive and efficient
innovation system. This innovation system would range from laboratory activities to the
commercialization of products. It would include interventions at the farm level through
to the retail level, and among health professionals and consumers. It would result in the
development and promotion of foods that are safe, nutritious, economically and physically
accessible, and consumed by all to ensure healthy eating. It is expected that concrete action
around a limited set of levers will contribute to economic, social, and environmental
sustainability in Canada and worldwide, and will translate into measurable health and
economic outcomes. In the long term, these measures will reduce health care costs and
improve economic performance for the agriculture and agri-food sector.

FOOD SAFETY

The Canadian context

Recent events have heightened consumer awareness of food safety as a health issue, and
have increased the level of attention and discussion about the performance of the food
safety system. Examples include recent high profile food recalls in North America, and
the contamination of infant formula with melamine in China that caused kidney stones
and illness for more than 53,000 children.” The public is now more aware that food safety
depends on the reliability of the entire local and global agriculture and agri-food system,
from inputs, production, and distribution to consumption, both domestically and globally.
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In Canada, the Food and Consumer Safety Action Plan and the Growing Forward Framework
provide the opportunity for governments, industry and consumers to work together to
enhance food safety. A focusofthe Food and Consumer Safety Action Plan is preventing issues
over food safety from even arising. Government, industry, and consumers must therefore
each understand the opportunities they have to ensure food safety and be prepared to act
using the appropriate mix of mandatory and non-mandatory approaches. This also requires
that the highest risks be addressed by all three actors along the value chain, whether that
be on the farm, in processing plants, at distribution, retail, food services, or home. The
Growing Forward Framework further commits Canada to: supporting food safety through
improvements in on-farm food safety; enhancing safety of the food system to ensure greater
market confidence in Canadian agricultural products; and, supporting scientific research to
improve food safety systems.

The balance between government and industry action on food safety is changing over time.
While food safety approaches are most often based on the use of legislation, regulations,
and standards, industry is increasingly enhancing the government food safety programs
through a variety of voluntary programs and use of private standards. Indeed, with the rise
of powerful global value chains, the tremendous increase in the import and export of food
and ingredients, and the increasing concentration in the distribution and retail sector, it is
questionable whether government can remain the sole stakeholder in setting food safety
policies and standards.

Two multi-stakeholder food safety coalitions are in place. First, the Canadian Supply Chain
Food Safety Coalition' was established in December 2000 with a mission “to facilitate
the development and implementation of a national, coordinated approach to food safety”
Its members include national, provincial and local associations representing input from
suppliers, farmers, processors, transporters, retailers and food service. Over the past year,
this Coalition has been meeting to review progress in building food safety along the value
chain and to develop a forward-looking strategy that articulates priorities for action in
the next five years, as well as to define the roles of each stakeholder. Second, the Canadian
Partnership for Consumer Food Safety Education® was established in December 1997 by
industry, consumer and government organizations “to coordinate and deliver food safety
awareness programs aimed at the Consumer.” It includes more than 50 trade associations
and government bodies.

Canada in the global context

All countries have avested interest in ensuring that exporting countries have well functioning
food safety systems. In many parts of the world, food safety systems of legislation, standards,
and inspection are less well developed; the pace of development in the global agriculture and
agri-food sector greatly exceeds the capacity of some countries to develop their food safety
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systems. The Codex Alimentarius Commission (CODEX)*3 works to develop international
standards related to food safety. Furthermore, the WHO Global Strategy for Food Safety:
Safer food for better health* sets out a framework for strengthening the food safety systems
in all countries. The WHO, along with the Food and Agriculture Organization (FAO),
work to provide capacity and programs to assist countries in developing strong food safety
systems. While many countries and United Nations (UN) bodies provide capacity-building
programming, private foundations such as Safe Supply of Affordable Food Everywhere are
also now working to ensure food safety along the supply chain, and are formally exploring
how to link these private initiatives to governmental efforts.

Given the increasingly complex nature of the value chains, effective food safety requires
coordinated efforts by a variety of interdependent actors, encompassing the entire global
value chain “from farm to fork.” It requires integrating multiple institutional spheres and
actors — global, regional, national and local, and public and private — while cutting across
the three key domains of primary agriculture, agri-food, and health. This process of creating
effective food safety entails an important paradigm shift, since it forces the contemporary
food safety system to evolve from a simple collection of risk-reducing guidelines, standards,
and regulations to a complex web of public and private standards with multiple objectives.

The food safety system now encompasses multiple institutional spheres: regional, national,
and international. It is also a mix of public (mandatory, voluntary) and private (collective,
individual) standards. The EUREPGAP standards for fresh fruits and vegetables, for example,
were initiated by 13 European retailers responding to the demands of Great Britain’s Food
Safety Act.*s Later, this program was expanded to GLOBALGAP, a private sector body that
sets voluntary standards for the certification of agriculture and agri-food products around
the globe. The GLOBALGAP standard, which is intended to serve as a practical manual
for ‘good agricultural practice’ anywhere in the world, is primarily designed to inform
consumers about proper food production on the farm. It involves minimizing detrimental
environmental impacts of farming operations, reducing the use of chemical inputs, and
ensuring a responsible approach to worker health and safety and animal welfare. A recent
joint study by the Canadian Horticultural Council,*® the Canadian Produce Marketing
Association,” the Canadian Council of Grocery Distributors,"® and the Canadian Federation
of Independent Grocers™ found that dozens of private and national standards are in place
in many countries from which Canada imports fruits and vegetables. Further work to
understand the variations between these emerging standards might improve the economic
viability of this sector by achieving greater equivalence between the myriad of different
national and private standards.
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NutTRrITIOUS FOOD

The Canadian Context

Canada has one of the highest consumption rates of trans fat in the world.™ It was found that
if trans fat free vegetable oil was used in 80% of the shortening oil market in Canada and
50% of the salad oil market, it would reduce trans fat by almost 2g per person per day and
result in potential health care savings of $1 billion per year, causing a 3% to 9% reduction in
cardiovascular disease deaths (1,200 to 7,700 deaths).™

In 20035, the multi-stakeholder Trans Fat Force™ was created to provide the Minister of Health
with recommendations on how to reduce trans fat in the Canadian food supply. The Task
Force delivered these recommendations in June 2006. The federal government responded by
implementing a program under which industry will continue to voluntarily reduce trans fat
in its products. The government would report publicly on this progress for two years, after
which it would evaluate whether significant progress had been made or whether regulations
would be required. The Canadian agri-food sector (food processing) is well positioned to take
action on trans fat (being world leaders in the development of new variants of oil seeds).

Strong multi-stakeholdersupportexisted in Canada to takeaction to reduce trans fat because:
(i) there was wide-spread knowledge about the negative health effects of over-consumption
of trans fat, (ii) consumers were empowered through nutrition labelling to make choices
about products based on levels of trans fat, and (iii) it provided industry with a consumer
“‘demand” for more healthful, low in trans fat products, resulting in increased sales of such
products.

Conversely, recent U.S. surveys by the Center for Science in the Public Interest (CSPI) indicate
that little progress has occurred in reducing salt in processed foods in the United States,
despite evidence of the negative health impact that salt has on health.”s Results from the
2004 Canadian Community Health Survey on Nutrition indicate that among people aged 19
to 70, over 85% of men and 60% of women had sodium intakes exceeding the recommended
upper intake level." Furthermore, the recently released Canadian Heart Health Strategy and
Action Plan as well as other healthy living strategies in Canada propose reducing salt as a key
component in these strategies to reduce heart disease. There has been a call for government
toact on this “market failure” through regulation. In 2007, the Minister of Health established
a multi-stakeholder expert Sodium Working Group to work on developing a strategy to
reduce salt in the Canadian food supply. The working group was tasked with providing its
recommendations in 2009."
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Canada in the Global Context

Canada is committed to implementing the recommendations of the WHO Global Strategy
on Diet, Physical Activity and Health. The Strategy recommends that populations and
individuals:

> achieve energy balance and a healthy weight;
> limit dietary intake of free sugars;

> limit energy intake from total fats and shift consumption away from saturated fats
to unsaturated fats and toward the elimination of trans fatty acids;

> increase consumption of fruits, vegetables and legumes, whole grains; nuts; and,
> limit salt (sodium) consumption from all sources.

Canada continues to implement these global recommendations, through the federal
and provincial initiatives under the Integrated Pan-Canadian Healthy Living Strategy in
combination with the initiatives to reduce trans fat in the food supply and the actions being
initiated to similarly reduce salt in the Canadian food supply.

HEALTHY EATING

The Canadian Context

Government isresponsible for developing nutrition policyand regulationsrelated to labelling
and the composition of foods. Nutrition labelling on foods was voluntary until 2003 when
regulations on nutrition labelling made it mandatory for most foods in Canada to display
standardized information about 13 core nutrients and calories. This has provided Canadians
with the opportunity to obtain information about key nutrients, such as trans fat, salt, sugar
and fibre. Most countries have yet to implement mandatory nutrition labelling, although it
is under consideration in the EU.

In 2003, the first “diet-related disease risk reduction claims” were allowed in Canada. These
types of claims provide Canadians for the first time with messages that some foods can
reduce the risk of disease (e.g. “a diet rich in fruits and vegetables is linked to a lower rate of
some cancer”). However, the process for approving these claims can be lengthy due to the
current regulatory framework.” In 2007, Health Canada held a cross-country consultation
to discuss a “modernized approach to health claims.”” Viewpoints are polarized between
industry, which wishes to market a wider range of foods with health claims, and health
organizations who wish to promote healthy diets generally rather than claims on specific
products (especially on products considered by some to be “unhealthy”). Regardless of
the outcome of this consultation, the approval process and its role in allowing innovative
products onto the market remains an important issue.
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In 2007, Canada released Eating Well with Canada’s Food Guide,"® which provides nutrition
guidance to Canadians. The Food Guide, in combination with mandatory nutrition labelling
on most foods, represents the cornerstone of nutrition information systems. There continues
to be a need to invest in efforts to support Canadians in using the Nutrition Facts Panel and
the Food Guide, as many Canadians are still not acting on this advice. The evidence is in the
underconsumption of fruits and vegetables," and overconsumption of certain nutrients such
as fats and salt.>° The federal and provincial governments, as well as health organizations
and industry, all have developed educational resources to assist in communicating nutrition
information.

Somestakeholders believe government should limit “harmful” nutrients through regulations,
whereas industry is a proponent of non-mandatory approaches and has already taken
some action through health and wellness strategies. Consumers play an important role in
driving market demand through their choice of food products. Nutrition labelling provides
consumers with the ability to exercise this “choice,” although many consumers may not be
well enough informed to exercise a true choice.

Canada in the Global Context

In Canada, the federal government has increasingly been urged to supplement current
nutrition advice and education with new policies in the areas of restaurant labelling,
advertising to children, and front-of-package labelling schemes (these schemes are in place
in some other jurisdictions). Advertising to children is currently under discussion at the
World Health Assembly, which will consider in 2010 whether to put global guidelines or
other instruments in place.” In Canada, through the Children’s Advertising Initiative,=
17 food and beverage companies pledged to devote at least 50% of their television, radio,
print and Internet advertising aimed to children under 12 years of age to the promotion of
products that represent healthy dietary choices and/or include healthy lifestyle messages.
Furthermore, the self-regulatory organization for advertising, the Advertising Standards of
Canada (ASC), added an Interpretation Guideline in 2004 to both of its codes related to
food product advertising. The guideline was developed to help evaluate the appropriateness
of food advertisements in the process of pre-clearance and in responding to complaints. In
2006, the ASC produced a Reference Guide®* for advertising to children in Canada. Though
led by industry, this is a private-public venture: the Government of Canada has delegated
monitoring responsibility of the Broadcast Code to the ASC.

Another area under discussion at the global level is the use of “front of package” schemes.
But it must be noted that countries supporting increased use of these schemes are countries
that do not have mandatory nutrition labelling. In conclusion, Canada needs to carefully
evaluate the evidence supporting the need for additional nutrition programs and policies,
both domestically and at the global level.
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FOOD SECURITY

The Canadian context

Canada’s Action Plan for Food Security (1998) recognizes that food security exists when all
people, at all times, have physical and economic access to sufficient, safe, and nutritious
food that meets their dietary needs and provides for an active and healthy life. Regular and
consistent access to safe and nutritious food is essential for healthy eating. Some populations
experience income-related challenges in accessing food, while others may have limited
physical access to nutritious and culturally appropriate food (e.g., those living in remote
communities).

Numerous Canadian studies have shown undeniable links between low/inadequate
household income and food insecurity or insufficiency. As a household expense, food is a
flexible budgetitem, whereasthe costsof otherbasic necessities (e.g. housing, heat, electricity,
etc.) are fixed or less negotiable. In 2004, more than 1.1 million households (9.2%) in Canada
were food insecure at some point in the previous year as a result of financial challenges
they faced in accessing adequate food. Policy levers that change the social and economic
environments (e.g. income supports, adequate employment, cost and availability of food)
will have a significant impact on food access for many Canadians. Similarly, innovation in
the agriculture and agri-food sectors may help reduce the cost and price differential between
food of high nutritional quality and density and energy-dense, nutrient-poor food.

An analysis of food and nutrient intakes revealed that food insecurity is a marker of dietary
compromises among adults and adolescents, and in some cases these compromises are
strong enough to increase the risk of inadequate nutrient intakes.”¢

Canada in the global context
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A report by the Chatham
House®° predicts that the demand for food will rise over the coming decades as the world
population increases. By 2050, the world population is expected to reach 9.2 billion, with
growth occurring primarily in the developing world (Figure 13).3 Growing affluence in
developing countries has thus far increased the consumption of resource-intensive food. As
a result, the World Bank projects that by 2030 the worldwide demand for food will rise by
50% and for meat by 85%.3* This increase in demand, in conjunction with climate change,
energy security, water scarcity and competition for land, has led experts to speculate that
food security will remain a challenge for decades to come.

WEAVING INNOVATION ACROSS ALL ASPECTS OF HEALTHY EATING

Canada hasastrong base in R&D. Consequently, Canada could become established asa leader
in the development and promotion of a large range of innovative agriculture and agri-food
products, services, processing techniques, and new breeds of plants and animals, leading
to better nutrition, safety, and accessibility of food. The Agricultural Policy Framework and
the proposed Growing Forward Framework both have a strong emphasis on supporting
innovation. Moreover, one of the seven priorities of the Agriculture and Agri-Food Canada
(AAFC) Science and Innovation Strategy' is “enhancing human health and wellness through
food, nutrition, and innovative products,” with a particular focus on functional foods (a key
segment driving product and market development in the food industry). The number of
new food and beverage products introduced each year in North America is over 20,000, with
a total of over 120,000 introduced globally in 2008 (Figure 14).3* This number reflects both
consumer interests in new products as well as the ingenuity of the agriculture and agri-food
sector in developing new products. An opportunity also exists to develop innovative products
to meet changing consumer demands for a number of other food categories. For example,
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and non-profit organizations. The Advanced Foods and Materials Network (AFMNet), one
of Canada’s Networks of Centres of Excellence, is an example of a nationwide partnership
between universities, industry, government and non-profit organizations. AFMNet is
composed of 39 universities, 35 industries, and 29 government departments. Governments
also facilitate research, with Agriculture and Agri-Food Canada operating 19 research centers.
Research clusters focusing on developing leading-edge products and technologies are found
in almost every province. Furthermore, FOODTECH Canada is a network of leading food
commercialization centers located coast-to-coast. Its primary goal is assisting industry in
commercializing foods and bioactive ingredients.

The integrated health and agri-food strategy could be designed to augment these efforts in
important ways, and help address the most critical challenges facing this industry. In a survey
on such challenges, companies ranked the following issues as having a high or medium
impact on innovation: lack of internally generated cash flow (42.2%); long gestation period
of innovation (37.4%); insufficient flexibility in regulations or standards (37.3%); shortages
of skilled workers (37.1%); and lack of marketing capacity (36.3%).3°

A SociALry, ECONOMICALLY AND ENVIRONMENTALLY
SUSTAINABLE APPROACH

Beyond agriculture and agri-food innovation, the integrated health and agri-food strategy
would foster other business, social, and health innovations. The aim would be to ensure that
the food supply and consumer demand for safe, nutritious, and accessible food translates
into healthy eating for all, in a manner that is socially, economically, and environmentally
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sustainable. In Canada, “improving the environment and health of Canadians” is a key
priority of the 2007 Speech from the Throne.” The link between health and environment in
the area of food production is particularly acute vis-a-vis climate change, biofuels, and so on.
Environment Canada’s Sustainable Development Strategy 2007-2009® includes goals that
focus both on environmental quality (clean air, clean water, and reduced greenhouse gas
emissions)and sustainabledevelopment (sustainablecommunities, sustainabledevelopment
and use of natural resources, and governance for sustainable development). These three core
components of sustainable development would guide the selection and operational form of
all the lever points for change that will form the integrated health and agri-food strategy.
The strategy would also reinforce the well-entrenched values and perceptions of Canadians
concerning the linkages between health, agriculture, agri-food, and the environment.

FooOD FOR THOUGHT: LEVER POINTS FOR CHANGE

Scaling up Traceability Systems for Food Safety Risk Management and
Market Development

Canada, like many other countries, continues to improve the food safety system in response
to new and emerging food safety issues. The Growing Forward Framework and the Food and
Consumer Safety Action Plan contain a series of programs related to food safety. These new
programs are being designed with considerable engagement of industry, civil society and of
governments at all levels.

Many countries are working to improve various elements of their food safety systems. The
Canadian industry must innovate in order to keep pace and maintain its ability to export to
these countries. Traceability is one such element. In Canada, work has begun to develop a
national traceability system, but currently Quebec is the only province with a system. Federal
and provincial ministers of agriculture recently announced their renewed commitment to
developing a national traceability system for poultry and livestock.?® The produce sector
has also recently announced the development of an industry-led voluntary program for
traceability of produce. Abroad, the EU has implemented mandatory traceability (Track
and Trace) for some high risk food products. In the Growing Forward Framework, Canada
made a commitment to ensure rapid “return to business” following food safety incidents.
Continued enhancement of traceability for meat and poultry is an important program
element of this commitment. Such enhancement will also reassure trading partners that
Canadian products meet export requirements.

Additional consideration could be made to supporting research, technology, and process
developments in order to extend the traceability beyond its current Canadian focus on
livestock. “Whole value chain traceability” is currently used to meet not only food safety
requirements, but also to ensure consumer confidence in the labelling of other attributes,

” «

such as those saying a product is “hormone-free,” “antibiotic-free,” “grown local,” ora product
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of “fair trade.” This traceability represents a global trend that can provide niche markets
for Canadian products. But this success depends on Canada’s ability to demonstrate that
Canadian food products meet the desired attributes, whether they are organic, labelled
“grown sustainably”, or labelled “antibiotic free.” Furthermore, based on our demonstrated
strength in innovation with regards to livestock, dairy food products, and other food products,
Canada has the opportunity to compete successfully in developing food ingredients and
products that support specific consumer preferences in other jurisdictions.

In conclusion, Canada - with a strong infrastructure for information management - could
have access to these emerging or niche markets through a combination of innovation and
investment in whole value chain traceability.

A Whole-of-Society Systems Approach to Increasing the Supply and Demand
of Fruit and Vegetables
Reducing the rates of obesity and  changeinfood prices, 1985-2000
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In Canada, efforts to increase consumer demand for fruits and vegetables must also work in
concert with the horticultural sector, which has the ability to supply fruits and vegetables that
meet consumer demand for price, quality, and convenience. Thus far, the core initiative to
promote fruits and vegetables has been the 5 to 10 a day-For better health! campaign, a social
marketing and school education program in place around the world that has been shown
to effectively change individual behaviour in regards to fruit and vegetable consumption.
In Canada, the program is lead by the Canadian Produce Marketing Association and is
supported by the Heart and Stroke Foundation of Canada and the Canadian Cancer Society.
A first component of this lever point for change would be to find novel ways to raise the
financial resources needed to extend the program’s reach, particularly to the most vulnerable
segment of the population.

While the supply of fruits and vegetables has remained relatively stable in recent decades,
their relative price has increased (Figure 15).* The integrated strategy would have to
alleviate a good number of barriers in this regard, starting with the relative prices of fruits
and vegetables in relation to snack and meal alternatives.
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Canadian horticultural products are of high quality. Yet the Canadian horticulture industry
is facing significant competition and other pressures compared to other growing economies,
particularly the United States, its main market and competitor. These pressures are mainly
due to the following factors: the rising costs of production, increased competition, a highly
regulated marketplace (in food safety, environmental standards, tax policy, etc.), difficulties
in storage and transportation, small-scale operations, a fragmented sector, a weak operating
value chain, and limited product advertising.

Innovation in products and technologies can provide an additional competitive advantage,
while meeting consumer demands for new, convenient products (e.g., salad in a bag, or pre-
washed and pre-cut products, etc.). Other technological innovations could also include:
investing in cooling equipment; new technologies for controlled atmospheric storage; the
expanded use of irrigation to increase product consistency; and innovation that extends the
marketing season through investments in proper pre-storage cooling, storage and varieties,
etc. Innovation also has to occur at the strategic and organizational level of horticultural
businesses in order to further support and promote R&D.

Clearly, innovations are needed at individual points along the fruits and vegetables value
chain. In addition, the need exists for further systemic innovation if Canada hopes to
reach the scale and speed of changes needed. The European Commission has recently set
new benchmarks for a whole-system approach in the promotion of fruits and vegetables.
It has recently revamped the Common Market Organization (CMO) to synergize with the
Common Agricultural Policy measures and actions. This synergy, while not directly linked to
the horticultural sector (such as rural development, trade and environment) may influence
its development. The aim was to promote the supply and demand of fruits and vegetables by
contributing to better economic and power distribution along the value chain. This reform
introduced decoupled payments, which encourage the market-orientation of farmers while
guaranteeing them a minimum income. It helps producers deal with short-term crises and
encourages cooperation with non-EU country producers, while supporting inter-professional
relations (thereby critically reshaping the potential for success of the initiative).“s This
novel policy compellingly illustrates the potential of how an integrated health and agri-food
strategy could inspire the Canadian agenda.

Improving the Nutrient and Caloric Profile

of the Supply and Demand for Processed Food

Even small changes in the nutrient and/or caloric profile of the supply and demand of
processed foods can have a significant impact on the prevalence of chronic diseases. A recent
simulation has shown that reducing salt by 400 mg/day, fat by 5 g/day, and caloric intake by
100 calories/day could save the United States health care system $2.3 billion, $2 billion, and
$58 billion annually, respectively.'4++
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As mentioned earlier in this paper, recently the Canadian federal Minister of Health
established a multi-stakeholder working group to develop a strategy to reduce salt in the
Canadian food supply. Similarly, the European Union has recently set the reduction of salt in
the food supply as a priority for action under its High Level Group on Nutrition and Physical
Activity.s However, the United States government has not yet made salt reduction a priority;
and while the U.S. Institute of Medicine is currently working on a set of recommendations
for reducing salt in the food supply, they will not be binding on government or industry.*

The agri-food sector (food processing) has invested considerable time and effort to find
healthier oils, as a response to the need to reduce trans fat in the Canadian food supply.
There are considerable lessons to be learned from this process, particularly in the context of
reducing salt content. Reducing salt in the food supply will likely require a longer transition
period as complex issues involving shelf life and food safety need to be addressed and
consumer preferences for salt need to be gradually shifted. It will also require changing the
food palate of the consumer. Research and development is required to develop new lower
salt additives that maintain taste while ensuring food safety. Furthermore, the research and
development challenge of the new reduced-salt additives will not be easily met by a country
such as Canada, requiring a strategy to engage other countries to share in this technological
exercise.

Other areas of the food supply could also benefit from shifts towards healthier nutrient
profiles. Two areas of note are reducing sugar and increasing fibre, particularly whole grains.
Recent studies” show that American consumers have increased their consumption of whole
grains. This increase, however, is not due to an increased awareness, but due to the greater
availability of processed foods containing whole grains. Companies are reformulating
products as part of health and wellness strategies, and to meet the U.S. MyPyramid“®
recommendations for increased consumption of whole grains.

A variety of policy tools can be considered to stimulate demand for healthier foods. Building
on the success of the anti-tobacco campaign, cities and countries around the world are
increasingly considering imposing a tax on foods with poor nutritional profiles or a rebate/
subsidy to promote foods with a healthy nutritional profile. These measures are targeting
either categories of food or the nutrient profile of foods directly. For example, the New York
Health Commissioner recently submitted a proposal for nutrient-profile based taxes,
after the previous attempt for food-category-based tax had been rejected at the State level.
Regulations that control various business practices, such as shelf positioning, have also been
adopted. Whether such moves will translate into significant health improvements has yet
to be demonstrated. To date, the available evidence is based on hypothetical simulations,
whose scientific value, in absence of actual data, is as good as the model’s assumptions. The
careful empirical assessment of the health and economic impact of these new policy tools

and approaches could be a first lever point for change, if this avenue is to be examined by
leaders in the field.
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Improving Nutrition and Streamlining Regulation in Functional,
Nutraceuticals and Natural Health Foods

Many conventional foods are natural sources of functional ingredients that confer health
benefits. These same functional ingredients can be added to other foods to enhance their
nutrient profile, used in natural health supplements, oradded as ingredients in animal feed.
A compelling example is the addition of algae-, fish- or plant-derived omega-3 DHA and EPA
to a range of food products (e.g. infant formula, eggs and meats). The addition of omega-3
DHA and EPA aids in the proper brain and eye development in babies and children (Table
3, Appendix 5).

Canada is well positioned to be a world leader in the area of functional foods, nutraceuticals,
and natural health products. A recent study indicated that without gaining a greater market
share, based on global growth, this sector had the potential to exceed market revenues from
the $2.9 billion (2004 estimates) to $6 billion by 2010 and could contribute up to $12 billion
annually.>> However, challenges remain in achieving this market growth.

The government is responsible for ensuring that consumers are protected against unsafe
functional foods and natural health products (FFNHP), and exercises this role through
regulation. However, the government also plays an important role in ensuring that the
regulatory environment supports strategic directions for the functional food and nutraceutical
industry sector. Many reports™ have indicated that the absence of a modern and responsive
regulatory environment in Canada impedes the growth of this sector. CAPI has undertaken
a study on the development of a regulatory policy framework for the agriculture and agri-
food sector. The study examined whether Canada has a modern and responsive integrated
framework for the agri-food regulation, and proposes a path forward. One area of priority
that the study addresses is the regulatory framework for health claims.

The agriculture and agri-food sector has recognized that new and innovative products may
deliver opportunities to improve health while creating new markets. Yet, there are still many
opportunities not being seized in the area of functional foods. For example, in Quebec, only
10% of products processed are “differentiated” products (products that have been transformed
to provide added value).* Yet, Quebec, as the centre of dairy production in Canada, has the
potential to produce differentiated dairy products that could include added functionality.
This is also true of other types of products, such as livestock and grain, for which the
opportunity exists to develop new “niche markets.” Food processors should provide signals
to researchers about trends in consumer attitudes and in food processing requirements for
new functionality or ingredients. This assistance will enhance the translation of research
into readily “marketable” products.

An integrated health and agri-food strategy would need to address broader issues, such as
access to capital markets and human resources. The strategy for the FFNHP sector proposed
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by the Nutri-Net Canada reviews the opportunities and challenges of the sector as it builds
a strategic plan to ensure sustainability and growth.'s3

Fostering the Consumption of Canadian Foods
through the Development and Promotion of a Canadian Diet

Many foods grown or produced in Canada contain functional ingredients that may have
both a positive impact on health as well as benefits for the agriculture and agri-food sector
were they consumed in larger amounts. However, most Canadians are generally not aware
of the positive health benefits of these “Canadian” foods, beyond being aware of the overall
healthfulness of some categories of foods such as fruits and vegetables and grains. Table 2
(Appendix 4) provides some examples of foods that are produced in abundance in Canada,
such as flax, oats, barley, and lentils.

This lever point proposes to develop a Canadian diet that could reach the same prominence
as other regional diets, such as the Mediterranean Diet, and contribute to positive health,
sensorial, and socio-cultural outcomes from a uniquely Canadian perspective. The
Canadian agriculture and agri-food sector has or is developing sector strategies (Soy 20/20,5*
Flax Canada 2015, Canadian FFNHP Strategy proposed by the Nutri-Net Canada, Pulse
Innovation Project: Growing Pulse Marketss*) which include initiatives to promote and
enhance consumption of these Canadian agri-food products within the diet of Canadians.

This lever point builds on a similar initiative recently launched by the Nordea Bank in
Scandinavia, a five-year study to develop a Nordic Diet and promote it in Denmark among
families as well as in restaurants.’” The New Nordic Diet (NND)** is inspired by the popularity
of the new Nordic cuisine movement and the internationally recognized achievements of
Nordic chefs. The diet will be built around local ingredients (such as cabbage, fish, wild
native berries, oats and rye) and will be based on high intakes of inexpensive fish, such as
herring, mackerel, salmon and trout. The NND will take a year and a half to develop, and
includes a process whereby experts from nutrition, gastronomy, consumer organizations,
sociology, and economics will meet to decide its fundamental elements. One hundred of
the top Nordic chefs are being invited to contribute recipe ideas, which will then be tested
on 1,000 families in the home. In addition, it is anticipated that the diet will be introduced
through a school-based program.

The challenge of increasing consumption of Canadian foods lie in two areas: first, research
must be conducted to substantiate the health benefits according to regulatory requirements
in order to be able to make health claims; second, consumers need to be educated about
these foods. For example, while the health claim “a healthy diet rich in a variety of vegetables
and fruit and may reduce the risk of some types of cancer” has been permitted in Canada for
five years, Canadians still do not consume enough of these foods.
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Strategies are needed that will translate significant investments in research, development,
and clinical research about health claims into marketing messages to Canadians that will
lead them to demand, choose, and consume these Canadian food products. For example,
research is ongoing to substantiate claims that oats and barley provide a source of beta
glucans (a soluble fibre), which can contribute to diabetes prevention by lowering blood
sugar levels. Increasing consumption of beta glucans, as with consumption of fruits and
vegetables, will require a multi-stakeholder approach that includes education, marketing
of products, and broadening health professional awareness of the potential benefits for
patients with diabetes.

Promoting Technology, Business and Social Innovation and
Entrepreneurship for Better Links between Small Farms and Local Food

Businesses and Communities

In this discussion paper, Chapter 2 reveals that more than 60% of Canadian farms are small
(under 400 acres) and more than 20% of them have a yearly farm income of less than $10,000.
Small farms are one of the most challenging areas in the agriculture sector for productivity
growth and profitability. A better balance between rural and urban development is also
among the most critical agriculture, transportation, and consumption-related sustainability
challenges facing Canada and the rest of the world.

A growing interest exists in “local food” initiatives, because they can simultaneously promote
health and nutrition, economic prosperity of the local agriculture and agri-food sector, as
well aslocal food security. Several cities have implemented Local Food Policies (e.g. Seattle,
Toronto,* etc.) and several provinces, most notably British Columbia, are weaving local food
approaches into their agricultural strategies. A first step would be to conduct a systematic
inventory of existing local food programs in terms of their health and economic outcomes,
and to examine their transferability and scalability.

Most of the existing local food policies provide an opportunity for small local farmers to sell
their goods in a variety of settings: at local food markets, through purchasing plans for local
governmental institutions such as hospitals and schools, or through other public health
programs (such as providing fruits and vegetables to local school children). In the context
of the integrated health and agri-food strategy, in 2006 75% of farm incomes derived from
fruits and vegetables were from farms with less than $100,000 income (compared to 10% for
dairy farms) (Table A, Appendix 1). These local food initiatives could enhance the livelihood
of small farmers who produce fruits and vegetables, while helping to address an important
public health goal.

Furthermore, the promotionoflocal specialty productstorestaurants providesan opportunity

to drive local consumer demand of regional products, while increasing demand for these
products in other parts of the world. Notably, the promotion of “local foods” can have
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benefits that go beyond direct health or economic impacts, particularly when the location
of markets is carefully chosen to fill gaps in “food deserts” or when the local market schemes
are linked to purchases by institutions (hospitals, schools, etc.) and to provide sustainable
purchase arrangements.

The British Columbia Agriculture Plan: Growing a Healthy Future for B.C. Families includes
strategies that provide additional ideas for an integrated health and agri-food strategy. The
BC Plan aims to: to strengthen community food systems - from an infrastructure, logistic
and education perspective - with farmer markets; support direct farm marketing, consumer-
and community-supported farming, etc.; better link farm, school, and communities in joint
efforts to improve childhood health; build capacity for small-farm and community-friendly
food safety; assist farmers with human resources, entrepreneurships, and other business
functions; preserve agricultural land; and, engage in the promotion of agriculture and agri-
food products at the local and provincial levels. The Alberta food and health innovation
framework® proposes linking not only local farmers to local food companies, but also
attracting local companies that could commercialize food ingredients and products with
differentiated nutritional qualities.

Finally, this lever point could create linkages between developed and developing countries to
share innovative approaches that will enhance the ability of small producers to participate in
local and global value chains. For example, in India the Amul dairy cooperative of 2.2 million
farmers (from 10,755 villages, with 3,000 collection centers all over India) built an innovative
logistical infrastructure that allows women to come every day, morning and evening, to drop
off a total of 6.4 million kg of milk.”* This cooperative now has revenues of $840 million
with $30 million in annual exports. Similar value chain and market innovations could clearly
benefit Canada’s small farms, and help contribute to health outcomes, not only in local
communities but also at national and global levels.

Innovation and Access to Bottom-of-Pyramid Markets for Safe, Low-Carbon
Footprint, Affordable Agricultural and Processed Foods

As noted earlier, the world population is expected to increase to 9.2 billion by 2050, with
this growth occurring primarily in the developing world (Figure 16).'* The resulting increase
in food demand, in conjunction with climate change, energy security, water scarcity, and
competition for land suggests that food security will remain a challenge for decades to come.
As aresult of this issue, there has been increased interest in incorporating considerations of
food affordability, food safety and nutritional quality - as well as low-carbon footprint food
- into trade, food aid, and agricultural development goals. Three MWP global workshops'®+
have been held on the topics of trade and dietand the need to incorporate healthy eating (food
safety, nutritious food and food security) and environmental sustainability into agricultural
and economic development programs. Most Canadian exports are destined for the United
States. However, opportunities may exist to increase the global market share of Canadian
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It also entails additional intermediaries whose motives, processes, and expectations
must be understood and reconciled. As indicated in Figure 17,¢ these include, among
others, philanthropy, civil society, multilateral societies, and aid agencies. Beyond
product and process innovation, this lever point for change would also require significant
market intelligence, business development, and capacity-building and training.

For example, due to trends on global food needs, the Canadian pulse industry has captured
market opportunities. Since the early 1990s, Canadian pulse production has grown from less
than one million tonnes in 1991 to over 4.8 million tonnes in 2008, a four-fold increase, while
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nearly 50% of India’s total pulse import demand. Undernourishment remains a persistent
issue in India, China, other Asian countries, and Africa (Figure 16). Canada can play a leading
role in addressing these food security issues by building capacity to capture what has been
called ‘bottom of pyramid’ markets in a profitable manner, promoting innovation to capture
a larger share of this market.

Supporting Healthy Consumer Choices by Streamlining Nutrition and Health
Information at Points of Purchase and Consumption

In developing and implementing Canada’s Food Guide, as well as mandatory nutrition
labelling, the government has taken great steps to provide consumers with core information
about nutrition. Health, and nutrition in particular, may be the domain where consumers
most often seek out and are provided with information. As a case in point, the Food Guide is
widely used by Canadians, being the second most requested federal government document
after the tax forms. The most recent version of the Food Guide has been translated into 10
different languages in addition to being produced in English and French.

Given that consumers often give little thought to their food purchasing habits,® placing
salient information at points of purchase and consumption is likely to be highly influential.
Beyond nutrition labelling, front-of-package (FOP) labelling approaches and shelf-level
regimes have been putin place in Canadaand in otherjurisdictions. Based on variably defined
nutritional and caloric criteria, manufacturers and supermarkets have developed numerous
“better for you” programs (Smart Choices Program,'® General Mills and Coca-Cola, Unilever
USA; President’s Choice Blue Menu programs,” Loblaws; Guiding Stars Nutrition Program,™
Hannaford Brothers Company). Few formal evaluations have been conducted on the impact
of such practices on consumer choices and sales performance. However, a measurable and
significant shift does seem to have occurred in the nutritional and caloric value of products
offered for sale and, maybe most critically, in the strategic focus given to R&D, product
innovation, and market development.

Other countries havealso established such systems. The U.K. hasadopted a trafficlight system
that helps consumers make healthier food choices; it is used by a variety of manufacturers
and retailers. The EU has been examining various approaches for nutrient profiling and
front-of-package labelling. In the U.S., the Keystone Center recently led a group of leading
food manufacturers and retailers through a process to develop a consensus on a unified FOP
scheme, with corresponding simple logo identification across the country.”” It is too early
to determine whether the Keystone logo will be adopted by industry, and whether it will
have positive health outcomes. But it does appear that such a streamlining and simplifying
approach is reducing consumer confusion.

In developing this lever point, consideration should first be given to launching a consensus-
building process among organizations that have developed nutrition and health information
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systems in Canada. Unlike many other countries, Canada has both mandatory nutrition
labelling and national nutrition guidelines. Therefore, it would be essential to evaluate
whetheran emerging FOP scheme could be adapted at the national level in order to generate
significant health outcomes over and above those currently conferred by nutrition labelling
and guidelines.

For restaurants and other food services, on-menu nutritional and caloric labelling
has become a subject of considerable discussion. In the U.S., a few cities and states have
implemented mandatory labelling of foods in restaurants. The cities include Portland,
Philadelphia and New York, while California and Maine are at the proposal stage. Some early
evaluation work from New York City indicates that consumers do act on the basis of the
information. In a small survey of 270 New Yorkers, 86% of study participants said they were
surprised by the caloric information, and 82% said it would induce them to change their
consumption habits and choose lower-calorie alternatives.173 However, the scale of these
restaurant labelling initiatives is small, and so far only limited impact studies have been
conducted. Broadening such initiatives - whether by mandatory or voluntary means — will
require that employees of restaurants receive training in matters of nutritional and caloric
information.

Fostering Policy and Practice Innovation in Education at Home, School and
in Health Care Settings

The information-based strategies addressed under the preceding lever point are critical to
an integrated strategy. Another essential area is education of young people. Education is a
very powerful driver of eating behaviour, be it derived from parents, the school setting, or
health professionals. Education acts not only through the information content it conveys
but also, and possibly more potently, through the mindsets and social norms youth form and
the emotional bonds they create to food, eating, and/or body weight. This lever point could
focus on policy and practice innovation in a variety of educational settings to complement
the current informational approaches, in particular for the most vulnerable segments of the
population.

The effect of educational strategies on children can be immediate, and can have a lifelong
impact on behaviour. It is generally acknowledged that parents and schools play an
important role in moulding a child’s behaviour. These influences are essential to creating an
environment that supports the development in children of a deep and long-lasting preference
for nutritious food. Despite widespread awareness of the importance of parental and school-
based influences, more innovative approaches are needed in both policies and practices.

Under this lever point, one particularly influential practice could be to increase the share of

health resources devoted to education and persuasive communication, in order to promote
healthy eating in health care settings. In fact, the Milken report, cited earlier in this paper,
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recommends the development of incentives and practice innovations to increase the share
of health professional time devoted to these activities. It was reported earlier that the share
of health care costs that is devoted to public health as a whole - which includes education
and social marketing programs - is only 6%. Therefore, the health sector’s contribution to
developing consumer demand for nutritious food could be greatly improved.

Fostering Policy and Practice Innovation in Social and Commercial
Marketing

Turning to social and commercial marketing, the issue of marketing to children isoccupyinga
central place in the public health arena of Canada as well as in other developed countries. This
issue becomes more pressing as childhood obesity and the prevalence of overweight youths
reaches epidemic proportion. Food advertisements make up the largest share of television
marketing; typically, the food advertised is nutrient-poor and calorie-rich. The WHO Global
Strategy on Diet, Physical Activity and Health states that messages that encourage unhealthy
dietary practices should be discouraged, and positive, healthy messages encouraged.

A general consensus exists that limitations need to be placed on advertising to children. Yet
there is no agreement on the level and modalities of such a restriction, or whether it should
be through mandatory means or by self-regulation.

This lever point could augment existing initiatives, in order to better assess the single and
combined effectiveness of various mandatory and non-mandatory policy tools related to
advertising.Adopting additional measures needs to be carefully evaluated in Canada, where
the portfolio of mandatory tools is already equipped with mandatory nutrition labelling and
voluntary industry programs related to advertising. These policy and practice innovations
also need to take into account the shared federal, provincial and municipal jurisdictions in
this area.

Policy and practice innovation would also be a benefit in the area of social marketing (i.e.,
the use of carefully targeted persuasion practices that define marketing for public service
purposes). It could be used to scale up various initiatives, such as Long Live Kids (LLK)."
LLK was developed and is managed by the Concerned Children’s Advertisers (CCA), an
organization of business leaders in food and media industry, and is in partnership with
the civil society and public agencies in health and education (such as Boys and Girls Clubs
of Canada, Dietitians of Canada, YMCA Canada, etc.). LLK developed commercial quality
scientific and child-directed public service messages. These messages were aired across
Canada in electronic and print media. LLK also developed an education program delivered
to educators, parents, and community leaders to equip them with specific tools to combat
obesity. Even though actual behavioural and health outcomes of this initiative have not been
measured, advertisement effectiveness measures of this campaign, year-to-year, are many
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times superior to that of a standard social marketing campaign.”® In addition, the educative
material prepared has been integrated for some time now into provincial school curricula
across Canada.

In conclusion, it is worth considering scaling up practice initiatives — through policy levers
- that give stakeholders incentives to commit a larger share of their resources to this issue.
Doing so could significantly improve the pool of resources devoted to promoting healthy
eating.

o7



<

VIIL.

Building Convergence

A WHOLE-OF-SOCIETY APPROACH TO

POLICY DEVELOPMENT AND IMPLEMENTATION:
BUILDING CONVERGENCE AND DRIVING CHANGE

ON THE GROUND

The changes that need
to occur to shift the food
supplyand demand toward
better healthand economic
outcomes are woven into
everyday life of Canada:
in the way individuals,
families, and communities
live, work, and consume,
invest and take care of
children; in the way in
which educational, health,
media, and  business

Consumers

Small & Med.
Businesses

Cooperatives (global

Large NGOs

& national)

Public Policy in Its Many Roles

Figure 18. Consumers and stakeholders involved in whole-of-society
policy development and implementation. From a presentation of

C.K. Prahalad, 2008, at Global Convergence Building Workshop
Commissioned by The Bill and Melinda Gates Foundation in Montreal.

Adapted with permission.

organizations produce, promote, trade, and provide goods and services to individuals,

families, and communities; in the way that trade institutions, investment markets, and
governments maintain the present health and economic divide that shapes the arena where
individuals, families, communities, and organizations evolve.”? This means that driving

changes on the ground involves engaging a wide variety of stakeholders throughout the
agriculture and agri-food value chain and, indeed, at all levels of society (Figure 18).7

THE MANY ROLES OF POLICY DEVELOPMENT

Provider of Steward of
Public Public
Goods & Resources
Services &
Investments

Figure 19: A WoS Approach to Policy Development. From a presentation

Enabler of
Social &
Business

Innovation

of C.K. Prahalad, 2008, at Global Convergence Building Workshop
Commissioned by The Bill and Melinda Gates Foundation in Montreal.

Adapted with permission.
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that define boundaries and rules for consumers and all stakeholders. Government must be
the provider of public goods and services, the steward of public resources, and a partner
in various collaborative undertakings with other jurisdictions, businesses, and civil society
organizations (Figure 19).7°

A WoS approach to policy development begins with the use of whole-of-government - or
join-up - approaches that place potentially conflicting or synergistic domains of policy
development (health, agriculture and agri-food in the present case) on the same decision
plate in order to foster integration in policy development and implementation. These whole-
of-government approaches must account for the need for governments to engage at multiple
levels when jurisdiction is shared, which is the case for health, agriculture and agri-food
matters. Government coordination is required for overall governance and monitoring, and
can be achieved through the use of a strategy unit or other mechanisms such as multi-level
government councils.

Clearly, to address the complexity at the health, agriculture and agri-food interface, a whole-
of-government, principled-based approach to policy development and implementation will
not suffice. The success of an integrated health and agri-food strategy critically depends on
action being taken at all levels of decision-making, and requires action by consumers and a
rich diversity of stakeholders. All of these parties need to invest resources and competencies
into the strategy. This presents both challenges and possibilities. The challenges lie in
judiciously matching role, context and measure (e.g., determining when mandatory
rules and regulations are needed for public good and consumer protection versus when
participation- and trust-based approaches are more appropriate). The possibilities lie at the
heart of the creative power and determination of all actors; if the status quo does not work,
or a disciplinary break occurs at the sectoral or within-level silos, a fresh analysis will be
stimulated and effective dialogue and new partnerships will emerge, resulting in unforeseen
horizons that are worth the investment.
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THE McGILL WORLD PLATFORM CONCEPT FOR WHOLE-OF-
SOCIETY COMPACTS FOR CONVERGENCE-BUILDING AND ACTION
ON THE GROUND

The McGill World Platform for Health and Economic Convergence (MWP) has been
developing a process and approach to a Whole-of-Society policy development, using a WoS
Compact. This Whole-of-Society Compact:

> Focuses tightly around results for a set of lever points for change that together form
a strategy;

> Assemblesaround each lever point a network of the key public agencies, business, and
civil society stakeholders that together become the strategic units for innovation and
action on the ground. Invited participant organizations must be willing to invest not
only time and expertise, but also core competencies and financial and/or substantive
resources to shape and bring to culmination the action plan needed to achieve the
goal set by the Compacts for each lever point; and

> Loosely couples all the networks into a WoS Compact, supported by a platform to
share information and research and to build capacity.

The concept of the MWP’s WoS Compact
shares many of the features of the strategic Whole-of-Society Compact Convergence Lens
alliances that have become common
practice across business organizations
within and across value chains. These
strategic business alliances have been
established as complements to respective
business activities and strategies, and join
competencies and resources on specific
initiativesthatsupportthegoalsand mission
of each partner organizations and the

alliance as awhole. For example, pledges by

groups of companies to reduce advertising  Figure 20. MWP WoS Compact Convergence. From

to children would constitute one such a presentation of C.K. Prahalad, 2008, at Global
Convergence Building Workshop Commissioned by

alliance. The MWP’s WoS Compact also  The Bill and Melinda Gates Foundation in Montreal.

presents similarities with the broad, multi- ~ Adapted with permission.

stakeholder expert groups that were given mandates to lead the development of integrated
strategies. For instance, the Canadian Strategy for Cancer Control and the Canadian Heart
Health Strategy and Action Plan are multi-stakeholder initiatives that recruited participants
at provincial, national, or international levels to create broad integrative strategies and long-
term action plans.
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The MWP vision of the Compact differs from other approaches in the degree to which
it embraces the principles of corporate social responsibility and creative and inclusive
capitalism. Under this approach, altruism and economics address health and economic
issues in a holistic, organic way, maximizing efficiency and prioritizing quality of life without
losing sight of profit motivations. The MWP’s Compact builds on a model introduced by
leading business strategist C.K. Prahalad at the 2008 Gates Foundation MWP workshop
“From crisis to convergence: Green Revolution 2.5” The MWP’s Compact is guided by a
series of convergence principles, including health and social equity, societal and market
focus, societal and business risk management and resilience, economic and environmental
sustainability, and caloric balance and scalability (Figure 20).%°

To lead change on the ground, the local, national and global convergence networks may use
different business models, including:

1. Grassroots Collective Action in Communities: networks formed for advocacy, policy
changes, and/or collective innovation and action, supported by shared information
and collaborative platforms.

2. Social Businesses: an innovation conceived by Nobel Peace Laureate Muhammad
Yunus, social businesses are designed and managed as a business enterprise. They
have products, services and technology that support health and wealth for all, with
customers, markets, expenses, and revenues. But the business-profit-maximization
principle is replaced by the social-benefit-maximization principle.

3. For-Profit, Creative and Inclusive Ventures: initiatives that adopt health-promoting,
pro-poor practices in various strategic business functions with the objective of
creating value for society at the same time as they create value for business. These
may include leapfrogging product, service and technology innovation, social-cause
and social marketing, human resources and supply chain management. These may
be achieved by single for-profit enterprises or by alliances with for-profit, social or
governmental partners.
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MOVING FORWARD ON DEVELOPING AN INTEGRATED
HEALTH AND AGRI-FOOD STRATEGY FOR CANADA USING THE
WHOLE-OF-SOCIETY COMPACT TO BUILD CONVERGENCE
AND ACTION ON THE GROUND

In conclusion, each of the lever points for change proposed in this discussion paper builds
upon currentregulatoryand economic frameworks, population healthapproaches, education
approaches, and research and innovation ongoing in Canada. The MWP concept of Whole-
of-Society Compact is proposed as a process that can be used by stakeholders representing
the Whole-of-Society approach to further refine these levers through innovative business

models by:

> assembling around each lever point a network of the key public agencies,
businesses, and civil society stakeholders which are the strategic units for
innovation and action that will drive action on the ground;

> developing target results that can later be monitored for each of the lever points
for change that will form the integrated strategy.

Taken together, action on these levers can form the basis of an Integrated Health and Agri-
Food Strategy for Canada that has the potential to yield both health and economic gains for
Canadians.
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Figure 21. Moving towards an integrated health and agri-food strategy for Canada.

62



} Toward an Integrated Health & Agri-Food Strategy for Canada <

IX. THE PATH FORWARD

This discussion paper was designed to act as a “springboard” for discussion and convergence-
building. Significant changes need to occur to reduce the increasing health care costs and
improve the health and economic well-being of the population. As well, nutrition and
health need to become drivers of economic performance in the agriculture and agri-food
sector, which is critical to Canada’s economic competitiveness. It is time to create and
shape a portfolio of initiatives that act effectively upon these issues. Each initiative must
be selected within the context of the current and emerging industry structure and the
circumstances confronting these sectors. They must be selected within the context of the
value chain and the competitive dynamics of industry segments within each sector. For each
industry segment, the initiatives must take into account the individual businesses operating
within that segment, including their size, their markets, their business strategies, and their
technological and management competencies. The time is ripe for leaders in business, civil
society, and government in the health, agriculture and agri-food sectors to engage in strategic
actions and investments that will translate into significant, scalable and sustainable projects
that can be incorporated into each participant’s agenda in a timely and meaningful manner.
The time is ripe for the leaders in government and public agencies to engage the policy levers
needed to not only enable such movement but serve as catalysts. The time is ripe to make

Canada a world leader in the emerging, coinciding global movement toward the promotion
of health and wealth. Ideally, this discussion paper will inspire groundbreaking innovation
and sustainable action.
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APPENDIX 1

CONTEXT SETTING FOR CANADIAN HEALTH,
AGRICULTURE AND AGRI-FOOD SYSTEMS

Health System
In 2007, Canada’s spending

. More than half of the estimated $160 billion spent on Canadian health care in 2007
on its health system

was spent on hospitals (28%), retail drug sales (17%) and physician services (13%).
outpaced inflation and

population growth for the
1th consecutive year to reach

4% gs 28%

an estimated annual cost of
$160 billion. However, the
rate of increase of health
care costs is now slowing 17%
and is estimated to only rise
from 10.4% in 2006 to an

11% 13%
estimated 10.6% in 2007.®
As seen in Figure A’lgz more [ Hospitals [] Other Institutions [ Physicians
[ Other Professionals [ Drugs H Capital
than half of health care E Public Health [ Administration [] Other Health Spending

resources go to hospitals,
Figure A. Distribution Health Spending Canada, 2007. From the report

retail drug sales, and Health Care in Canada 2008, by the Institute for Health Information,
physician services.®™ Diet- 2008, Pg. 5. Copyright 1996-2007 by Canadian Institute for Health
Information (CIHI). Reprinted with permission.

related chronic diseases
such as cancer, cardiovascular diseases, diabetes, and stroke take up two-thirds of direct
costs of the health system.®+ The direct cost of diabetes alone to the health care system is

estimated to be over $9 billion per year, affecting 1.9 million Canadians.’

Prevention: the best cure Shaping an Alternative Path

U.S. estimates of cancers that can be prevented with for Chronic Diseases
appropriate nutrition and physical activity:

It is now well-established that changes in

Endometrium 70%
Esophagus 69% four individual lifestyle behaviours, namely
Mouth, pharynx, larynx 63% . . .. .
St ) diet, physical activity, smoking, and alcohol
Colorectum a5% consumption, can significantly reduce the
Pancreas 39% . .
Breast 38% prevalence of chronic diseases. Recently
Lung 36% . . .
ikey o published U.S. data provides estimates of the
Galikder 2 prevalence of different types of cancers that
Liver 15%
Prostate n% could be prevented with appropriate nutrition

Total for these cancers [N 34%
Total for all cancers [ 24%
Figure B. Proportion of different types of cancer

that can be prevented. Source: Trish McAlister, Forexample, appropriate nutritionand physical
Globe and Mail/World Cancer Research Fund

and physical activity (Figure B).1%

activity could reduce the prevalence of cancer
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by 24%®7 with similarly dramatic reductions in cardiovascular disease.®® Similar numbers
have been published recently using Canadian data for cardiovascular diseases, which cost
Canada over $22 billion a year in health care and lost productivity.® The WHO Global
Strategy on Diet, Physical Activity, and Health provides a set of recommendations related to
nutrition and diet at both the population and individual level and ultimately concludes that
unhealthy diets and physical inactivity are two of the main risk factors for chronic illness.
Targets and approaches for reducing these chronic diseases are set out in the Canadian
Heart Health Strategy and Action Plan, the Canadian Strategy for Cancer Control, and the
Canadian Diabetes Strategy. Each of these strategies outlines multi-level, multi-stakeholder
partnerships that are required to achieve lifestyle behaviour changes. Each strategy describes
the important role of the agriculture and agri-food sector in driving the necessary changes to
the food supply and in participating in the creation of a healthy demand.

Arecent modeling exercise conducted by the Milken Institute' indicates that, with optimistic
scenarios of reductions in risk factors, the number of cases of chronic disease can be slowed
from a potential increase of 43% to 17% in the U.S. by 2023 (Figure C).*" The study compares
a “business-as-usual” baseline scenario, which assumes that current trends continue into

C1: Projected Rise in Cases of Chronic Diseases, 2003-2023 C2: Costs that can be Avoided, 2003-2023
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Figure C. Health and chronic disease: Prevalence and economic cost.
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the future, against an optimistic scenario that assumes reasonable improvements in health
due to more comprehensive prevention and lifestyle changes.

For all chronic diseases modeled, the difference between the two scenarios in 2023 is
remarkable. To estimate the potential gains associated with better prevention and treatment
of chronic diseases, the study projects rates of disease and associated costs. The results show
that in 2023, compared with the baseline scenario, underan optimistic scenario society could:
avoid 40 million cases of chronic disease; reduce the economic impact of disease by 27%, or
$1.1 trillion annually; increase the nation’s GDP by $9o05 billion linked to productivity gains;
decrease treatment costs by $218 billion per year; produce productivity gains of $254 billion
with lower obesity rates alone; and, avoid $60 billion in treatment expenditures per year.

To develop the optimistic scenario, the study assumes a range of reasonable improvements
in prevention, behavioural patterns, and treatments that will require a focused, society-wide
effort to be realized and achieved. The optimistic scenario assumes:

> That overweight issues and obesity will be the focus of a national health initiative
resulting in areduction in the number of obese individuals (in the same way as smoking
cessation was a health priority in the 1970s, 1980s, and 1990s);

> That anincrease in physical activity will occur, with the share of the population engaged
in physical activity to be up to 83.3% by 2023;

> That there will be a modest improvement in early intervention and treatment, with a
more uniform use of best practices in early detection and screening; and,

> That there will be moderate improvements in disease management practices.

The study offers two recommendations for change that are also of relevance to Canada:

> Health care system incentives should promote prevention and early intervention.
Employers, insurers, governments, and communities need to work together to develop
strong incentives for patients and health care providers to prevent and treat chronic
disease effectively; and,

> Society needs to renew its commitment to achieving a “healthy body weight.” There
needs to be a strong, long-term, national commitment to promote health, wellness,
and healthy body weight.
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1970-2004

D1: Age-Specific prevalence (%) of obesity in Canada,
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D2: Percentage distribution of body mass index (BMI),
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D3: Obesity Rate more than doubled for some age groups
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D5: Odd Ratios for Selected Health Characteristics

Population aged 20-64 years. Compared with normal weight

D6: Increase in the Incidence of High Blood Pressure in
Canada Age 12 plus

population

Overweight Obese
Diabetes 1.73% 3.97%*
High Blood Pressure 1.86* 3.26%*
Aaxthritis 1.30% 2.01%*
Thyroid Disorders 1.39%* 1.75%
Asthina 1.21% 1.59%
Heart Disease 1.08 1.56%
Back Problems 1.13%* 1.36%
*Statistically Significant at p<0.05
! Based on 1996/97 data
Source: Health Report. 1999, Statistics Canada
Catalogue 82-003-XIE

% of Population
=]
[
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Source: Statistics Canada

Figure D. Obesity and overweight.

Overweight, Obesity and Relation to Chronic Diseases

Rapidly rising rates of overweight individuals and obesity have reached epidemic proportions
in Canada and other countries, with more than half the adult population being overweight
or obese and weight issues becoming steadily more prevalent in children and youth. The
International Obesity Task Force’s estimates suggest that, at the current rate of progress of
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the global childhood obesity “pandemic,’
nearly 287 million children worldwide
could be overweight or obese by 2010, which
is 85% more than a decade ago.”* By 2015,
this number could rise to 700 million, with
the poorest segments of the population
being the most affected, in both developed
and developing countries.’

Figure D assembles key statistics on the
increase in prevalence of overweight and
obese people across all segments of the
population from the late 1970s to 2004.
Three age groups have seen overweight/
obesity double in less than three decades,
namely the 12-17, 25-34 and 75+ categories.
Statistics show that being overweight is
associated with a 73% (odd ratio of 1.73)
increased likelihood of having diabetes; this
proportion rises close to 400% (odd ratio of
3.97) forobese individuals. Similarnumbers
are shown for high blood pressure, which
also has steadily increased over time."9+

The Canadian Agriculture and
Agri-Food System

The agriculture and agri-food system
contributed $87.9 billion dollars (1997%)
to the Canadian economy in 2006,
representing 8% of the GDP.% It employs
21 million individuals, the equivalent

E 1: Provincial Contribution to Canadian Agriculture and
Food Processing GDP, 2006
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E3: Primary Agriculture and Food Processing’s
Contribution to Provincial GDP, 2006
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Figure E. Agriculture and agri-food: Contribution to
GDP and expenditures. Sources: Statistics Canada
and AAFC.

of 12.8% of Canadian active manpower.”® The agriculture and agri-food system combines
primary agriculture, processing, retailing/wholesale, and food services with Ontario,

Quebec, and Alberta being the most significant contributors to the sector’s contribution
to the GDP (Figure E1).” While continuing to play a critical role in the economy, the
relative contribution of these sectors to the overall economy, particularly for primary

agriculture, has been declining. Primary agriculture is on par with food services in its
contribution to the GDP (1.3% and 1.5% respectively), but employs a smaller proportion
(1.8% versus 5.0%) of total manpower (Figure E2).9® At the provincial level, primary

agriculture has maintained a stronger prominence in comparison with other segments of
the agriculture and agri-food sector in P.E.I, Manitoba and Saskatchewan (Figure E3).%
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As seen in the Table A,**° the nature of production for small farms versus large farms differs
significantly. The nature of the business varies significantly by size of farm. Small farms

are often hobby or leisure enterprises, whose owners are employed in other occupations
or retired. Canadian large farms are business-focused farms and are more likely to be
incorporated operations. Therefore, the challenges and opportunities vary significantly for

primary producers depending on size, business focus, and the type of food produced.

Table A: Proportion of farms by receipts class b

farm type, Canada, 2006

$25,000 $100,000 [ $250,000

Number of | Less than to to to $1 million
Farm type farms $25,000 $99,999 $249,999 | $999,999 | and over Total
Dairy 14,651 3.4% 6.7% 32.6% 52.8% 4.5% 100%
Beef 60,947 38.3% 36.3% 17.0% 6.9% 1.4% 100%
Hog and pig 6,040 7.7% 13.4% 21.8% 39.4% 17.8% 100%
Poultry and egg | 4,578 27.8% 6.3% 9.3% 41.1% 15.4% 100%
All other animal | 30,594 65.1% 22.0% 7.9% 4.2% 0.9% 100%
Field crops 91,277 35.3% 28.9% 19.8% 14.5% 1.5% 100%
Fruit and 12,532 51.8% 23.3% 12.6% 9.8% 2.6% 100%
vegetable
Greenhouse,
nursery and 8,754 47.7% 20.4% 12.0% 12.3% 7.5% 100%
floriculture
All farms 229,373 38.5% 27.0% 17.4% 14.4% 2.6% 100%

Source: Statistics Canada
. Prograan payments
Productivity and profitability of 50 B Merketincome

agriculture and agri-food system

As the relative contribution of Canadian
agriculture to the overall economy has
declined, government expenditures to
support the agriculture and agri-food sector
have increased, presenting a significant
burden at both provincial and federal levels
(Figure F).>* In fact, program payments now
surpass market income, with a yearly cost
estimate of $5 billion.

Indeed, productivity growth in primary
agriculture has consistently decreased over
thelastisyearsand isconsistentlylowerwhen
compared with Canada’s lead competitor, the
U.S. (Figure G1).>> Conversely, productivity

$ Billion

-3.0

1985-86 1988-89 1991-92 1994-95 1997-98 2000-01 2003-04 2006-07
Fiscal Years

Figure F. Agriculture and agri-food: Contribution to
GDP and expenditures. Source: AAFC.
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Source: Statistics Canada Input/Output Model, 2003.

Figure G. Production and profitability.

growth of the remainder of the agriculture and agri-food sector over the same period of time
has consistently improved and been superior to its competitor, the U.S. (Figure G2).2%

In past years, the productivity growth in the food processing sector has been low relative to
total manufacturing; however, it increased in recent years (Figure G3).>°+ It is noteworthy
that an increase in productivity of primary agriculture and of the agri-food sector has
the same power to contribute to Canada’s economy. For every $1 of GDP created in either
primary agriculture or the food processing industry, approximately $2.80 is created for the
country’s GDP (Figure G4).2> Thus, investing to improve the productivity of both sectors
has significant potential to contribute to the country’s overall economic performance and
competitiveness on the world markets.

70



’ Toward an Integrated Health & Agri-Food Strategy for Canada

Trade and global development

<

Figure H highlights the key features of Canada’s performancein tradeand global development.
Canada is the world’s fourth largest agriculture and agri-food exporter, after the E.U., the U.S.
and Brazil (2006 data).>¢ It accounts for 5.6% of the world’s total agriculture and agri-food
export (Figure H1).>7 Canada is also the sixth largest agriculture and agri-food importer,
after the E.U., the U.S., Japan, China and Russia (Figure Hz2).>8 It accounts for 2.8% of the
world’s total agriculture and agri-food imports. Figures H3** and H4>° indicate that over the
last two decades, the composition of export and import has changed significantly, with the
share of bulk commodities remaining stable and that of value-added, consumer-oriented

products rising to 30.4% for export and accounting for 74% of the total imports in 2007."

H1: World Agricultural and Agri-Food Export
Share by Country of Origin, 2007

H2: World Agricultural and Agri-Food Import by
Country of Origin, 2007
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H3: Canadian Agriculture and Agri-Food Exports
(BICO)*, 1990-2007

H4: Canadian Agriculture and AgriFood Imports
(BICO)*, 1990-2007
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Figure H: Agriculture and agri-food trade.
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These value-added, consumer- Accumulated Outward Investment in Food
oriented products represent the Ma““fa‘t“"i“!:;’zz;‘(::;;a“"“ Country,
largest growing share of imports.
Over the last 8 years, the majority Bsi"_io" ’
of outward investments (in the - ONon-uss.
agri-food industry) have targeted 6 s
the U.S., but in terms of global 5
markets an increase in outward 4
investments has occurred in the 3
rest of the world (Figure I).>2 2
1]
ol
Investments in research and 1999 2000 2001 2002 2003 2004 2005 2006 2007
development Figure I. Accumulated outward investment in food

Manufacturing by Destination Country, 1999-2007.

Flgure J features selective para- Sources: Statistics Canada and AAFC.

meters concerning public and

private investments in R&D in the agriculture and agri-food sector. Canadian public
investment in R&D has been lower in the 2000s compared to the 1980s and 1990s (Figure
J1).>5 For private sector investment, the numbers indicate that private investment has
been larger in food processing than in primary agriculture, possibly contributing to the
sustained productivity growth in the former (Figure J2).* However, it is noteworthy that
R&D expenditure as a share of GDP by private industries of the primary agriculture or food
processing sector is significantly smaller than that of the total manufacturing sector (Figure
J3).>s Furthermore, as Figure J4>° shows, since the early 1990s, Canada’s businesses have
consistently lagged behind their competitors (the U.S. and Japan) in regard to the share
invested in R&D within the food processing sector.

The analysis above suggests there is a pressing need and opportunity for productivity
growth in both primary agriculture and food processing sectors. From an extensive
analysis of the evolution of farm and agri-food income in Canada (http://capi-icpa.ca/pdfs/
CAPISynthesisReportFeb.pdf), CAPI concluded that a strategic shift is needed to provide the
Canadian agriculture and agri-food system with new opportunities, not only to satisfy the
changing food habits of Canadians, but also to take advantage of climate change, our Nordic
climate, and water availability. By translating and applying life sciences research from other
fields (including nutriogenomics, proteomics, biotechnology) to developing new innovative
plants, animals, and food products, Canada can develop new niches in the global market,
while making a contribution to improve food security and worldwide nutritional quality.
Taken together, these form the key strategic components of the future of our agricultural
economy. An Integrated Health and Agri-Food Strategy for Canada is, more urgently than
ever, a critical step in this strategic shift.
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J1: Public R&D Support to the Agriculture and
Agri-Food Sector, 1986-2007

J2: Private Sector R&D Expenditures in the
Agriculture and Agri-Food Sector, 1980-2007
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Receipts (%)
Hcanada
1.8
OAustralia
1.6
Hus.
1.4 4
1.2+
1.0 4
0.8 4
0.6 4
0.4 -

0.2 -

0.0 ~
1986-1995 1996-2005 2006 2007

Source: OECD, Agricultural Policies in OECD Countries: At a Glance, 2008.
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Source: Statistics Canada.
Notes: 1) 2005, 2006 and 2007 figures are preliminary.
2) This includes all R&D expenditures made by private industry regardless
of whether the sources of funds were selffinanced, government
grants/contracts or from other companies.

J3: Private Sector R&D Expenditures as a Share of
GDP by Industry, 1980-2004

Industry GDP
(%)

Primary Agriculture FBT Processing

Total Manufacturing

Source: Statistics Canada.

Note:  This includes all R&D expenditures made by private industry regardless of whether
the sources of funds were self-financed, government grants/contracts or fram
other companies.

J4: Business R&D Expenditures as a Share of Value
Added in Food, Beverage and Tobacco, 1994-2000
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Figure J. Private and public R&D investment.
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APPENDIX 2

NUTRITION AND HEALTH AS DRIVERS OF FOOD
SUPPLY AND CONSUMER DEMAND IN CANADA

Retail and Food Services in Canada:
Supply, Sales, Prices and Demand Drivers

Until the recent economic downturn, Canadian consumer demand for food seemed to beona
generally increasing trajectory, in particular for food bought for home consumption. Almost
75% of all Canadian meals are purchased from retail stores, to then be prepared and eaten
at home (Figure K1).27 Reflecting the progressive concentration of the food retail industry in
Canada and worldwide, Figure K2*® shows that the constant increase in food retail sales has
been accompanied by a significant decrease in the number of stores in Canada.

K 1: Where Canadians Eat their Meals, 2007 K2: Number of Canadian Food Stores and Average
Sales, 1990-2007

Number of Stores Sales/Stores
Meal Type % of Meals (Thousand) (Million §)

In-Home—From Retail 67 351 r3.5
30 - -~ L3.0
At a Rest t 8
a Restauran .
25 - r25
Skipped Meals 8 -
20 — 2.0
Carried From Home 8 —
15 — rLs
—
All Other Away-From-Home 7 10 4 m—— == Average Sales L1.0
———Number of Stores
In-Home—From Restaurants 2 51 ro.s
] — 7T 0.0
1990 1992 1994 1996 1998 2000 2002 2004 2006

Source: Canadian Restaurant and Foodservices Association.
(Sourced from National Eating Trends Canada, NPD Group

Source: Canadian Grocer, Statistics Canada, and AAFC calculations.

Canada Inc.) Note: 2007 figures are estimates.

K3: Commercial Foodservice Sales and Number of K4: Market Share by Foodservice Category, 2007
Establishments, 1998-2007

Foodservice Number of Foodservice Category Y%

Sales Commercial q i ] 79
(Billion ) Establishments ommercial foodservice

(Thousand) Full-Service Restauranits 16
504 r oo Limited-Service Restaurants 32
L75 Contract and Social Caterers 7

40
Pubs, Taverns and Mightclubs 4

r 60

30
L 45 Total Nen-Commercial Foodservice 21
20 10 Accommodation Foodservice 9
— s Institutional Foodservice 6

10
= ™= ™= Establishments M Retail Foodservice 2
0 T T T T : T T T 0 Other Foodservice 4

1998 2001 2004 2007
Source: Canadian Restaurant and Foodservices Association and AAFC calculations.
Source: Statistics Canada. Note: 2007 figures are preliminary.

Figure K. Trends in retail and food service sales and supply.

74



<

In 2007, the market share of the
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restaurants.® Interestingly, the

number of establishments in the food service sector has remained stable since the late 1990s,

without showing an intense concentration, as in the retail sector.

Food prices have also evolved over time. Between 1997 and 2006, the amount of household

money spent on food has increased (Figure L1).>> However, these increases have more
or less followed the increase of income, even when looking at the lowest quintile of the

income distribution (Figure L2).2 Trends started to change in 2007, and this reversal may be

intensified with the recent food prices and financial crises: in 2007, the consumer price index

ChartC1.5

Considerations for Food Purchased for the Home
and when Dining Out, 2006

Quality ——|

Mutrition

Price

Variation in Food Choices
H Home
O Dining Out

Food Safety
S pedfic Food Items

Frimary Production
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m 15 v 25 30 35 40

T
5

Percent of Citizens

Saurce: Consumer Perceptiors of Food Safety and Quality Waree 2 Tracking 2006, AAFC.

Figure M. The evolution of food prices. Source: Consumer

Perceptions of Food Safety and Quality Wave 2 Tracking
2006, AAFC

for food increased by 2.7% above that of
2006. This increase was larger than the
average consumer price index increase
(2.2%) and, in turn, food was ranked
as the third largest item increase in the
Statistics Canada index.

The drivers of consumer demand,
food quality (in particular taste), and
nutrition have long been the top two
“top of mind” criteria for consumers
when purchasing food, be it when
eating at home or when dining out
(Figure M).>>¢+ Notably, the relative
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power of these two criteria shifts according to the context; quality becomes the primary
criteria when dining out and nutrition prevails when buying food for home.

Nutrition and Health as Supply and Demand Drivers

Consumer awareness of the importance of food and nutrition for health - be it to control
one’s weight, to prevent cancer and other chronic diseases, or simply to ensure quality of life
with aging - has never been so high. As this increased awareness is progressively translating
into changing behaviours and consumption patterns, it becomes more natural for consumers
to limit the intake of certain foods or ingredients in their diet, thereby galvanizing the power
that nutrition and health has to drive both supply and demand in many segments of the
agriculture, food and food service industries. Selected segments are reviewed next.

Fruits and vegetables

While it is well-established that consuming a diet rich in fruits and vegetables reduces one’s
risk of obesity and chronic diseases, most Canadians still do not eat the recommended 5 to
10 servings per day, as illustrated in Figure O1. The supply has remained relatively stable over
the last few decades and the consumption prediction for the next 20 years remains almost
flat (Figure N2, N3).>»

N 1: Food available by major groups in Canada, annual N2: Historical and Projected Vegetable Consumption
(Kilograms per Year)
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Figure N. Fruit and vegetable: Supply and demand.
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Yet, there are important financial and health costs associated with a low consumption of
fruits and vegetables. According to Lock and colleagues (2004),>>° the global burden of disease
attributed to low fruit and vegetable consumption accounts for approximately 2.7 million
deaths and 1.8% of the total worldwide disease burden. A report on Canadian food trends
until 2020 shows that the most significant health driver in the next 10 years will be obesity. The
Canadian population will adopt a healthier lifestyle but the move will be slow. Adults faced
with serious health concerns related to their weight may be motivated to change their diet
and activity patterns.>” In Canada, the cost of cardiovascular diseases and cancer is over $32
billion per year.>*® Reducing the rates of diseases through the consumption of 5 to 10 servings
of fruits and vegetables per day would save the health care system approximately $6.4 billion
in direct and indirect costs.** Figure O23° shows an inverse relationship between fruit and
vegetable consumption and rates of obesity for both men and women. Despite numerous
efforts, the per capita consumption of fruits and vegetables remains sub-standard.

Organic food

Another trend that has

shaped both consumer 01: Fruit and vegetable consumption, population aged 12 and over, Canada, 2005
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P1: Organic and natural food and beverage P2: Estimates of organic food sold in P3: Estimates of Organic Food Sales Retail
introductions, global: 2005-2008. Canadian supermarkets Market Channels, 2006

Meat, Fish, Food Service
8000 Poultry Box Delivery 1%
1%
B0OOD 2%

Beverages
Farmers Markets

7000 18% O\ %

Co-ops/Buying
Clubs

Fruit &
_—Vegetables

419% Stores  —
18%

Other Retail

Dairy & Eggs / Natural Food
13% Stores

33%

Packaged &
0 T T T Prepared Foods

2008 2008 2007 2008 15%

Figure P. Organic food. Sources: P1: Copyright 2008 by Mintel International Group. Reprinted with
permission. P2 and P3: Retail Sales of Certified Organic Food Products in Canada, Organic Agricultural
Centre of Canada.

organic foods sold in supermarkets being in the fruit and vegetable categories. The concept of
organic food has penetrated most other product categories sold in supermarkets, including

packaged and prepared food, dairy, eggs, bread, and grains (Figure P).>3

Reformulated processed food

Behaviours such as avoiding trans-fats, salts, or refined carbohydrates, and eating more
fruits, vegetables, fibre, and yogurt have become progressively a part of the consumers’ more
permanent choice set for everyday diet. Accordingly, leaders in the food processing industry
have begun adjusting product formulation and strategic product and brand extensions to
reflect this health-friendly shift. A Report by ACNielsen, tracking nearly 500 food product
categories annually, reported that approximately one in five active manufacturers’ listings
in retail grocery stores in 2003 were considered “better for you products.”34 The number of
“better for you” product listings had more than doubled in three years, while the market
share of these foods increased by 1% annually. In fact, six of the seven retail grocery categories
experiencing double digit growth in 2003, as tracked by ACNielsen on a global basis, were
“better foryou” products. However, while there has been significant progress made inreducing
trans fat, salt, and saturated fat, reformulation still presents great difficulties, particularly in
attempting to maintain taste so that the products remain acceptable to consumers.

Functional foods for nutrition and health

Many of the new products put on the market have been in the area of technology-supported
functional food and natural products. This marketing taps into the increased prevalence of
chronic diseases and the aging of the population worldwide, as well as the recognition that
today’s consumers are increasingly making the connection between health and nutrition.
Table B> indicates the diversity of motives that drive consumer demands for functional

food.

78



} Toward an Integrated Health & Agri-Food Strategy for Canada {

Table B: Functional Foods: Key Trends in food, nutrition and health benefits

Digestive health - a wellness issue
and the biggest opportunity

Digestive health offers significant opportunities with low risk. It is
an attractive avenue for functional foods because it is correlated to
wellness, unlike lowering cholesterol, which is more of a “death and
disease” issue.

Fruit and superfruit - the future of
food and health

The biggest beneficiaries of consumers’ desire for “natural foods”
have been fruit drinks. Makers of juices and smoothies have been
particularly successful in combining convenience, health, taste and
“naturally healthy” ideals in consumers’ minds.

The marketing power of “naturally
healthy”

The marketing power of the intrinsic health benefits of foods
continues to be the most popular functional foods strategy worldwide.

Beauty foods - the newest niche

Danone’s Essensis brand was launched in February 2007 and was
rated as one of the boldest moves in the nutrition industry in recent
years. The product is a 1.5% fat yogurt with an ingredient complex
“ProNutris” which contains vitamin E, green tea, probiotics and borage
oil.

Mood food feels its way

Powerful links between nutrition, mood and mental health. Mood food
is a new idea to Western companies, but researchers are beginning
to understand the powerful links between nutrition, mood and mental
health.

A tipping point for the
“premiumization” of health

Strongly differentiated packaging design helps brands achieve better
market positioning and achieve premium prices. One of the most
important factors in the success of functional foods is packaging
innovation. For example, innovative packaging is one of the main
reasons for the success in the European market for sterol-based
cholesterol-lowering foods.

Antioxidants - the new probiotics?

Green tea is widely perceived as the healthiest tea and a beneficiary
of the rising consumer awareness surrounding antioxidants. Food
manufacturers see green tea as offering the healthiest halo when
added to products such as yogurt, smoothies, juice drinks and waters.

Other Key Trends:

- Healthy snacking for the “me” generation

- Children’s nutrition - connecting to multiple trends is crucial

- Linking weight management more with maintenance, rather than
loss
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As Figure Q=° shows, the number of
new processed food products making
functional claims has steadily increased
worldwide over the last few years. This
rising trend is reflected in the market
value of functional food in Canada, the
U.S., and other industrialized countries
(FigureR).>”In 2008, the functional foods
and natural health products (FFNHP)
sector in Canada reported significant
growth in recent years, both in terms of
the size of the domestic market and in
terms of export sales. Currently, this
sector has an approximate share of 2.6%
($3.2 billion) of the more than $100
billion global market for functional
foods and dietary supplements.>®
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New food and beverage introductions making functional
claims, global: 2005-2008
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Figure Q. Copyright 2008, Mintel International Group.
Reprinted with permission.
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Figure R. Functional food market value for Canada and the U.S., 2000-2012. Source:
Nutri-Net Canada and Agriculture and Agri-Food Canada.
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APPENDIX 3

Table 1: Overview of the most common policy instruments at the interface
between health, agriculture and agri-food

PoLicy INSTRUMENTS EXAMPLES OF APPLICATION TO AGRICULTURE AND AGRI-FOOD

Regulatory instruments
(laws, statutes, etc.)

For a full discussion of regulations and legislation related to the agri-food sector,
please see the CAPI report?3°

Legislation and regulations such as:
Food and Drug Act
Consumer Labelling Act
Canadian Food Inspection Act
Meat Inspection Act, Fish Inspection Act

Food safety is an area where there is shared federal and provincial jurisdiction.
As such there are numerous provincial standards and regulation related to food
safety. For a full discussion of food safety instruments used in the provinces,
please see CAPI report.?*°

Forms of self-regulation

“On-farm food safety programs,” Good Agricultural Practices programs, programs
that incorporate control of hazards within the processing environment using
Hazard Analysis of Critical Control Points. For high risk agriculture and agri-food
products (such as meat), these programs can be mandatory. For lower risk
products, industry is voluntarily implementing these programs in order to provide
higher levels of food safety assurance to consumers and to mitigate the business
risks of food safety incidents.

In 2006, the Advertising Standards of Canada (ASC), a self regulatory organization
for advertising, produced a Reference Guide for advertising to children in Canada.
Though led by industry, this is a joint approach: the Government of Canada

has delegated responsibility for monitoring the Broadcast Code, a statutory
instrument, to the ASC.

ISO Food programs (ISO 22000 global standard for food safety management
systems that includes the entire supply chain)

Private standards (i.e. GlobalGap)

Standards

Mandatory Standards
The number of standards in the agri-food sector is large and includes those
related to the composition of foods, pesticide residues, food contaminants, etc.

Voluntary Standards and other forms of voluntary action

The Canadian “Industry’s Integrated Children’s Food and Beverage Advertising
Initiatives”?*! includes pledges by 17 food and beverage companies to devote

at least 50% of their television, radio, print and Internet advertising aimed at
children under 12 years of age to promote products that represent healthy dietary
choices and/or include healthy lifestyle messages.

Trans Fat - industry is voluntarily reducing the levels of trans fat in the food
supply. The Federal Government will introduce mandatory regulations on the
limits if these are not reached voluntarily within 2 years.
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PoLicYy INSTRUMENTS EXAMPLES OF APPLICATION TO AGRICULTURE AND AGRI-FOOD

Economic instruments

Taxation

Taxation has not yet been applied in Canada. However, examples of taxes
could include: removing sales taxes on healthy food, a tax on unhealthy foods
categories (also called “fat tax,” “snack tax, or “junk food tax”) or taxation of
particular nutrients.

Subsidies

Subsidies for particular foods are not broadly in place in Canada. Future subsidies
could include subsidizing healthy foods (also called “thin subsidy”).

There are Canadian programs providing free fruits and vegetables as part of pilot
projects and school meal programs: “British Columbia’s free fruit and vegetable
program,” “Northern Ontario Fruits and Vegetables Program,” and “Club des petit
dejeuners du Quebec.”

The Canadian Food Mail Program subsidizes the transportation of healthy foods in
remote communities.

Other economic approaches including public expenditure

There are numerous Farm Income Support programs and programs to support
R&D.

Trade Tariffs apply additional costs of imported products

Information and
education

Some examples of information and education initiatives include:

The Canadian Restaurant and Foodservices Association and Canada’s largest
restaurant chains launched a nutrition information program in 2005 that makes
it easier for consumers to obtain dietary information from standard menus. This
information makes it easier for consumers to purchase healthier restaurant
meals.

The Heart & Stroke Foundation “Health Check” program provides additional
information to consumers.

Collaborative or
consensual approaches
(including formalized
partnerships and less
formalized networks)

A Multi-Stakeholder Sodium Working Group has been established in Canada to
develop a long-term national strategy to reduce dietary sodium levels.

The Children’s Healthy Active Living Program (CHALP) represents a collective
partnership that contributes an informed solution on the part of industry,
government and issue experts.

The 5 to 10 a Day initiative to promote fruits and vegetables in Canada is a social
marketing and school education program led by the Canadian Produce Marketing
Association and supported by the Heart & Stroke Foundation of Canada and the
Canadian Cancer Society.
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APPENDIX 5

Toward an Integrated Health & Agri-Food Strategy for Canada

<

Table 3243 - Examples of food/agriculture and agri-food products grown/
manufactured in Canada with functional ingredients providing health benefits

Food/food product Ingredient

Salmon, trout

Apples

Blueberries,
strawberries

Cranberries

Broccoli, cauliflower
and cabbage

Canola oil

Carrots

Flax

Garlic, onions

Oats, barley
Pears

Potatoes

Pulses (dried beans,
lentils)

Soy

Spinach, kale

Tomatoes

Functional

Omega-3 DHA and EPA
Anthocyanins
Quercetin

Anthocyanins
Ellagic acid

Proanthocyanidins
Quinic acid

Sulphoraphane
Indoles

Omega-3 ALA*
Plant sterols

Carotenoids

Omega-3 ALA*
Phytoestrogen lighans

Allicin

Allyl sulphides
Quercetin
Prebiotic fibre

D glucan soluble fibre

Anthocyanins
Quercetin

Saponins

Protease inhibitors
Phytic acid

Inositol PKP

Isoflavones

Lutein
Zeaxanthin

Lycopene

Key Health Benefits

Aids in proper brain and eye development in babies and
children; Can reduce high levels of blood fat (triglycerides).

May prevent certain forms of cancer. Has the potential to
slow the growth of prostate and lung cancers.

May enhance the removal of cholesterol from the blood.
Lowers risk of death from certain cancers.

Prevent certain bacteria (such as E.coli)
from adhering to the bladder wall.
Reduces the risk of kidney stones.

In lab studies, stopped the growth of cancerous tumours
of the breast, endometrium, cervix, lung, colon and liver
Lowers risk of breast cancer.

Reduces heart disease risk by competing with cholesterol
for absorption into the small intestine. Lower blood levels of
“bad” LDL cholesterol.

Prevents heart disease and the oxidation of LDL cholesterol

Lowers risk of heart disease, stroke and diabetes by
reducing levels of blood fat (triglycerides).
May prevent breast, colon, and lung cancers.

Fights bacterial and fungal growth. Helps the body get rid of
carcinogens. May reduce risk of heart disease.
May improve digestion and regularity.

Contributes to diabetes prevention by lowering blood sugar
levels.

May enhance the removal of cholesterol from the blood.

Has potential to slow the growth of prostate and lung
cancers.

Protect cells from genetic damage that can lead to cancer.
Slow the growth of several types of tumours in lab studies.
May prevent certain cancers.

Has been shown to reduce the risk of breast cancer.

Pre-menopausal intake reduces risk of breast cancer later
in life; Reduces risk and progression of prostate cancer.

Protects the retina and lens of the eye from oxidative
damage; Offers protection against sun-induced oxidative
damage on the skin.

Plays a role in preventing heart attacks in people who have
already suffered an infarct.

*ALA Wﬁha linolenic acid) is an essential fatty acid that must be obtained from the diet as it is not made in the
body. en consumed, small amounts of ALA are converted to EPA and DHA omega-3 fatty acids.
Adapted from Newsletter The Satellite Special Edition, 2008, November by MarS Landing, Pg 3
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