VALUE CREATION AND

VALUE CAPTURE
STRIKING THE RIGHT BALANCE IN UPQOV ‘g1

The International Union for
Protection of New Variety of Plants
(UPQV '91) was signed and ratified in
Canada in 2015. The intention was to
bring stronger intellectual property
rights to Canada and increase

the ability to attract new varietal
development, including more
investment from the private sector.

Within the treaty, Plant Breeders’
Rights (PBR) were strengthened
and the Farmer’s Privilege, Section
5.3 (2) of Bill C-18, was retained to
allow farmers to keep seed from

a legally purchased variety with
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PBR providing that progeny is not
sold or exchanged to neighbours or
other farmers. This privilege allows
growers to update their genetics
through certified seed purchase and
allow them to seed their subsequent
crop without seeking permission
from the breeder and paying
additional royalties.

Anthony Parker, Commissioner of
the PBR office for the Canadian Food
Inspection Agency, explained that
concerns from private investors in
cereal crops are that “high rates

of farm-saved seed use in cereal

crops limit overall investment
opportunities for cereal breeding,
such as private, public, producer, or
partnerships.”

The Grains Roundtable, which

is comprised of representatives
from the entire value chain,

made recommendations that the
government consult on two options
of additional value capture models.

“As part of the legislative
amendments to the PBR Act,” Parker
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said, “the government included
‘regulation making authority’ that
could accommodate models such
as End Point Royalty or a Royalty
Collection Enabled Via Contracts, as
we are currently consulting on with
the sector.”

The current value capture
mechanisms differ within and

by crop type. Technology Use
Agreements exist via contracts in
the canola and soybean industries.
Closed loop marketing agreements
are common in specialty pulse
crops, the Warburton’s wheat
program and some select malt barley
production contracts. End point
royalties and royalty collection via
contracts (also referred to as trailing
point royalty) are two other value
capture mechanisms that are being
consulted on for cereals at this time.

What is wrong with the status quo?
Can Canada continue to remain
competitive while relying on public
breeding and producer private-
public partnerships to continue to
bring new and improved varieties to
the marketplace? The potential for
creating additional value creation
exists.

“In the potato sector, the average
number of applications has jumped
from 26 to 42 annually,” Parker cited.
“Canadian potato growers are highly
dependent on foreign breeding
entities to access new genetics

such as those from Netherlands,
Germany, and the United States.
Now that the intellectual property
environment is stronger, and on

par with other similar countries,
Canadian potato growers are
securing access to a wide diversity
of new and improved varieties. We
have seen similar upward trends

for fruit crops and vegetables. The
Canadian Seed Trade Association
released its five-year investment
survey at their semi-annual meeting
recently, and the initial data is
promising: Overall 56% increase

in investment 2012 ($101 million)
to 2017 ($171 million), largely
attributed to UPOV '91. A 237%
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APG IS MONITORING HOW THE VALUE CREATION
PROGRESS DISCUSSION EVOLVES. PULSE CROPS
ARE NOT PART OF THE DISCUSSION, HOWEVER

IT 1S IMPORTANT FOR ALL GROWERS TO LEARN
ABOUT THEIR OPTIONS AND HAVE THEIR SAY
IN CONSULTATIONS.

increase in wheat investments, and
$12.7M in pulses was also seen.”

The cereals sector has requested
further consultations on two
proposed models stemming from
work done by the Grains Roundtable.
Stakeholder consultation meetings
were held across Canada in
November and December 2018.

At these meetings participants

were invited to give feedback on

the two proposed models: An end
point royalty (EPR) system based

on grain sales, and a contract-
enabled collection system based

on seeded acres of cereal varieties.

It was stressed at the consultation
sessions that these models do not
represent decisions, but rather

are just two possible methods for
increasing the revenue of breeding
efforts. Participants were encouraged
to provide other suggestions for
increased value capture in cereal
breeding. The argument for increasing
the revenue stream back to breeding
programs is that it may encourage
private investment into variety
development of wheat and barley;,
which will accelerate innovation.

Pulse crops represent an entirely
different beast with seeding rates in
excess of 300 Ibs/acre in the case of
faba beans to reach target densities
as one example. How would a
potential EPR or trailing point royalty
be received by growers who are
often investing up front with levy

dollars? How could the proposed
models impact levy refunds for those
commissions that are refundable?
How will the private plant breeding
industry be held accountable to
create more value for growers with
potential implementation of these
proposed models?

The balance between creating
another value capture mechanism
and value creation, finding additional
value to be shared throughout the
entire supply chain where farmers do
not pay and pay remains the crux of
the situation. The recent rounds of
consultation highlight the point that
additional extension and education
in the area of UPOV '91, farmers’
privilege and how our sector moves
forward is imperative.

Although value creation has

been a long-discussed topic, it

is certainly back in the spotlight
again and is cause for concern in
the cereals industry and beyond.
The pulse sector is definitely
following developments closely.
What is certain, is a one size fits all
mechanism for value creation cannot
be imposed on the pulse industry.
APG hosted a value creation
seminar in Edmonton in 2016.

APG will continue to be engaged
and keep members up to date on
potential changes to the act and will
be seeking member feedback on
any implications for Alberta pulse
growers.



