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Introduction

Good afternoon,

On behalf of the Rural and Cooperatives Secretariats at Agriculture and Agri-Food Canada, I would like to thank you for your invitation to appear before the Advisory Panel leading Canada Post’s Strategic Review.

My name is Christine Burton and I am the Director of Rural Policy and Strategic Development in the Rural Secretariat.

In terms of organization, I will present an overview of the issues faced by rural Canada within a competitive global marketplace, respond to the key issues identified by the Panel and provide you with recommendations with regard to rural communities.

The Rural Secretariat, located in Agriculture and Agri-Food Canada, is the central point for rural policy issues within the Government of Canada. Its mandate is to provide analysis and advice on issues affecting rural and remote regions; to facilitate the creation of partnerships around rural issues and priorities; and, to promote dialogue between rural stakeholders and the federal government, and between the federal, provincial and territorial governments. 

 

The Cooperatives Secretariat is the federal lead on supporting Co-op development that contributes to economic growth and social development of Canada.  

RURAL CANADA AND THE COMPETITIVENESS AGENDA 

The Government of Canada’s long term economic plan Advantage Canada, is all about creating the right conditions for Canada to be competitive and to improve the country’s economic prosperity.

Rural Canada has a role to play in a strengthened economic union but it is currently under a lot of pressure to adapt to the new global economy.

Rural Canada, especially resource-based communities, are dealing with significant adaptation issues as local industries are restructuring in response to international competitive realities. Communities dealing with population loss, diminished public services, and reduced tax bases find it a struggle to be competitive. 

They may not have the capacity to maintain the support infrastructure, services and institutions required, and may lack the critical mass of human creative capacity and financial capital that would allow them to innovate and move forward on to new opportunities.

At the same time, many such communities possess under-utilized strengths and assets (natural, physical, social, cultural, environmental and human) that could be mobilized to more effectively meet adjustment challenges, strengthen adaptation, expand local economic bases, and increase their support to sectoral growth, innovation and competitiveness.

However, neither resource industries nor amenity economies can function without a support base of local services. 

Therefore, services are not only a key tool for rural and small town places to use in retaining people and economic activities, but they are also valuable for attracting new people, economic activities and investments. 

OECD research has shown that infrastructure, including service infrastructure and the institutions that provide services, can serve to retain or attract people and businesses, particularly in rural regions.  This is a problem because while infrastructure alone cannot create growth, a lack of accessibility can slow it.
Most rural regions have difficulty establishing the necessary infrastructure to support economic development. As a consequence, entrepreneurs face obstacles in starting up enterprises in rural regions.  In many cases the lack of services results in a vicious circle, locking rural regions into a state of permanent under-development – seriously affecting their capacity to innovate and compete.

The Economic Impact of Canada Post in Rural Communities

Given the prominence of Canada Post services in rural communities, its impact on a region’s competitiveness is significant both by providing access to important services as well as providing employment opportunities.

Access to federal services
Rural Canada depends on Canada Post services to underpin their communities.

Over its long history, Canada Post has provided a wide range of services in addition to receiving and sending mail; from banking to customs services, from providing Income Tax forms to Internet access sites.

In fact, at the Empire Club in October 2007, Canada Post President Moya Greene said that she considers Canada Post “an essential part of the infrastructure, just as essential as highways, bridges, airports, and shipping lanes.” 

Rural Canadians remain reliant on postal services in part to overcome geographical distance and increase their access to other services including government, commercial, and educational opportunities.

Small businesses too depend on reliable postal services.  This is significant as 40% of Canada's self-employed workers live in rural areas.
However, there are nearly 2,000 fewer post offices in rural Canada today than in the 1980s (5,221 in 1986 versus 3,400 in 2005).  

Despite the 1994 Moratorium, post office closures continue to threaten the services available to rural Canadians.  

Of the 14 million postal addresses served by Canada Post, four million of them are in rural Canada.  Less than one million of those are served by mailboxes, usually located at the end of a driveway. 

In 2006, mail box delivery was suspended, reportedly in response to health and safety concerns raised by mail carriers. 

On December 13, 2006, Cabinet directed Canada Post to restore delivery to those rural mailboxes.

To address the safety concerns raised by mail carriers, Canada Post is reviewing the of safety of all 840,000 rural mailboxes.  Canada Post estimates that 55% or more will fail the criteria of the safety review.  This will likely result in some 460,000 more Canadians having their mail delivered to centrally located community mail boxes.

As you can imagine, changes to service provision (by Canada Post or others) would be coming at a particularly bad time for these communities that are struggling to make major adjustments in their economies.

Job creation
There are some 3,400 post offices in rural Canada where Canada Post staffs an average of 300 positions each year. These positions are highly sought-after within rural and small communities, especially by women who tend to have fewer job opportunities in resource-based communities than men.  

In addition, there are thousands of Rural Mail Carriers delivering mail across Canada. 

A Conference Board study estimates that Canada Post also provides 45,200 jobs indirectly (in addition to 72,000 direct jobs) across Canada as a result of its expenditures and investments.

Loss of a post office signifies to community leaders that the federal government is not investing in rural communities, threatening their ability to compete in the long term.  It is viewed as another slight against rural customers.  Any closure or reduction of services has an economic impact and is seen as a disinvestment in rural competitiveness.

CANADA POST STRATEGIC REVIEW KEY ISSUES TO BE EXPLORED

The Consultation Guidance Document identifies key issues to be explored through the Strategic Review.  I will direct my remarks specifically to these issues, starting with Markets and Competition.  

The first part of this presentation highlighted key issues rural communities are facing, as well as the contribution of postal services to rural competitiveness.  This will have already provided some answers to your key issues.   As such, I will not answer each “line of inquiry” question individually but will provide comments where there are implications for rural.

Markets and Competition
Regarding the Market and Competition issue, the population in rural areas grew by just 1.0% between 2001 and 2006 (after declining by 0.4% between 1996 and 2000).  Rural communities are not a large contributor to the increased demand put on Canada Post by the 240,000 new addresses in Canada each year.

In fact, rural markets for mail services have experienced little change since the 1998 Framework was established.  

For instance, Internet use in rural is well below the national average.  Recent research carried out within the Rural Secretariat found that 70% of rural Canadians still prefer to be informed of Government of Canada initiatives through direct mail to their homes, followed by notices in community newspapers.

While rural citizens are poised to benefit from “distance” options including mail, access to government, commerce and education, new technologies to make the Internet more accessible in rural and remote regions will take time both to become available and to attract users.   

We see the Internet as a complimentary partner to regular mail as exemplified by the range of on-line postal options being developed in Canada and around the world.

Public Policy Responsibilities

In terms of Public Policy Responsibilities, we think that there is an imbalance between Canada Post’s seemingly disparate functions to carry out public policy while operating in a commercial environment.  A brief history shows the struggle of this dual identity:

1981 – Canada Post’s establishment as a Crown Corporation first introduced the dual objectives of serving Canadians through public policy objectives while being financially self sustaining.

1986 –  The Government ordered Canada Post to break-even as a priority, regardless of the impact on its public policy goals.

1996 – The Radwanski Report expressed concern with Canada Posts’ commercial orientation and the resulting negative impacts on public policy, particularly in rural regions.

The public policy function was the central characteristic in the Auditor General’s 2005 definition of Crown Corporations: 

Crown corporations are distinct legal entities that are wholly owned by the government. They deliver important public programs and operate in many sectors of the Canadian economy, including financial services, culture, transportation, agriculture and fisheries, energy and resources, and government services.” Auditor General’s February 2005. Status Report – Governance of Crown Corporations.

Canada Post is required to provide affordable, universal postal service to Canadians.  This universal service obligation gives Canadians the ability to keep in touch and do business with each other and their governments in a timely, accessible and inexpensive manner, as described in Canada Post’s mandate.  It is essential to ensuring a national level of access to services in rural communities as well as to serve as a nation-wide presence of the federal government.

Uniform pricing is essential for providing equal access to individuals and SMEs living and working in rural areas.  Regional-based pricing would be punitive to rural Canadians and hamper rural enterprises, as well as those serving rural regions, by increasing the cost of doing business compared to enterprises in urban centres.   This is especially sensitive for community newspapers and farm presses.  Given international experience, both universal service and uniform pricing are only possible under the public provision of postal services.

Potential changes to the Publications Assistance Program and the closure of rural post offices need to also consider the responsibility to better serve all Canadians, including those in rural Canada.
Commercial Activities
It may be the case that Canada Post can not expect to achieve the same profits on providing services in rural Canada, but it may also be the case that by developing self sustaining services, it could accomplish both a service and a profit orientation.

Opening letter-mail delivery to private enterprise could result in rural markets being ignored and ill-served because of low mail volumes, sparse population and great distances, in favour of more lucrative high-density urban markets.  

Rural and CooperativeS secretariats’ Public Policy Position 

In public policy terms, rural Canada depends on access to the services of Canada Post.

Rural communities are seeking new ways to innovate and be competitive in an increasingly global economy.  The services of Canada Post are a key part of this emerging reality.
The assurance of continued access to the services of Canada Post to some 6 million Canadians living in rural Canada is a critical factor to building competitive and viable rural communities.

RECOMMENDATIONS

1. Canada Post continues to be a key player in strengthening rural competitiveness by providing universal services across Canada.  Any proposed policy changes should be evaluated for their impact on rural competitiveness as a key component of national prosperity.

2. The universal service obligation and uniform price for letter-mail be retained as key to a national competitiveness strategy. Tied to this, the Publications Assistance Program, the Library Mail Rate, and the Food Mail Program be considered as valuable tools to bridge the distance and the gap in access to services between rural and urban communities.  While you have heard in more detail from the departments directly involved in the provision of these programs, it is the Rural Secretariat’s position that these programs are an important factor in rural competitiveness and in the ability of rural communities to adapt to global pressures.

3. A Rural Advisory Committee made up of representatives of the rural economy should be put in place in order to provide a rural voice at Canada Post. This would serve to improve community relations and promote transparency, particularly in resolving the rural mail box issue. That Committee would:

- Issue an annual Rural Postal Service Report Card to ensure transparency, to promote a high standard of service to rural regions, and to improve the perception of Canada Post in those regions.

- Provide advice on how to establish expanded partnerships to draw on possible contributions by a wider range of partners including other federal, provincial and municipal agencies as well as non-governmental organizations such as cooperatives. These partners can help Canada Post meet unique local challenges.

ConclusionS

Providing services to rural Canada is critical for its competitiveness and Canada Post is a key player.
Canada Post should therefore apply a “rural lens” to assess the impact of its policies on rural Canada and its competitiveness. 

By working with both the Rural Secretariat and rural Canadians, Canada Post could make a positive contribution to the competitiveness and vitality of rural communities.

.

Thank you.
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