Food and o Aliments
Beverage ‘ et boissons
Canada Canada

Written Submission for the House of Commons Standing Committee on
Finance 2026 Pre Budget Consultations

May 22, 2026

Contact: Kristina Farrell, Chief Executive Officer
Food and Beverage Canada
kristina.farrell@fbc-abc.com

Food and Beverage Canada-Aliments et boissons Canada

613.322.9235]| kristina.farrell@fbc-abc.com fbc-abc.com



Aliments
et boissons
Canada

Food and
Beverage
Canada

List of Recommendations:

Recommendation 1: Expand Food Processing Capacity and Productivity

e Budget Ask: Establish a Scaled Domestic Processing Fund
e Create a long-term, large-scale Domestic Processing Fund that:

o Reflects the true capital needs of food and beverage manufacturers;

o Provides predictable funding over a five-year or longer horizon;

o Supports automation, productivity, modernization, and expanded processing
capacity;
Is accessible to both SMEs and large anchor facilities;
Supports investments in equipment, technology, energy efficiency, and facility
expansion.

Recommendation 2: Reduce Energy, Fuel, and Freight Costs to Address Inflation

e Budget Ask: Reduce Cost Pressures at Source
¢ Implement measures that lower input costs directly, including:
o Permanent or expanded relief on fuel and energy costs, including diesel;
o Mechanisms to offset freight and fuel surcharges at source;
o Exempt the food and beverage manufacturing industry from the federal Output-
Based Pricing System (industrial carbon tax);
o Consideration of a Food Security Support Program tied to supply chain costs.

Recommendation 3: Launch a Targeted Regulatory Competitiveness Initiative

e Budget Ask: Establish a time-limited federal initiative to identify and remove non-value-
added regulations. This initiative should:

e Focus on regulations that do not impact health or safety, that technologies have
rendered outdated, and that create competitive disadvantages vs. key trading
partners;

e Create a dedicated review unit with industry input.

Recommendation 4: Harmonize National Recycling & Material Circularity

e Budget Ask: Convene a Federal-Provincial-Territorial Working Group on Extended Producer
Responsibility (EPR) and packing policy to develop:
e Harmonized definitions, material categories, and reporting approaches;
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e Consistent fee methodologies;
e Astrategy to address end-market gaps for recycled materials;
o Greater alignment between environmental objectives and competitiveness realities.

Recommendation 5: Strengthen Food Security and Supply Chain Resilience

e Budget Ask: Recognize food and beverage manufacturing as critical infrastructure and
investin:
e Transportation and intermodal infrastructure;
e Supply chain contingency planning for perishable goods;
e Priority movement protocols during transportation disruptions.

Recommendation 6: Support Workforce Stability in Food and Beverage Manufacturing

e Budget Ask: Implement targeted labour measures that recognize the essential role of food
and beverage manufacturing workers, including;:

e Prioritize the food and beverage manufacturing industry within the Immigration
Levels Plan to better reflect its permanent workforce needs;

e Explicitly include food and beverage manufacturing workers in the one-time
transition of 33,000 workers to permanent residency in 2026 and 2027, including
those already in Canada supporting domestic food production across both rural
and urban communities;

e Maintain the 20% cap (at minimum) on the proportion of Temporary Foreign Workers
that can be hired for food and beverage manufacturing occupations;

e Develop a dedicated, industry-specific labour stream reflecting the year-round,
permanent nature of manufacturing roles.

Recommendation 7: Restore Competitiveness and Stability in Alcohol Excise Policy

o Budget Ask: Eliminate legislated inflation-based indexation of alcohol excise duties and
freeze rates at current levels pending a full policy review, restoring Parliamentary oversight
and addressing competitiveness pressures on Canadian producers.
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Food and Beverage Canada - Aliments et boissons Canada (FBC-ABC) is the national industry
association representing Canada’s domestic food and beverage manufacturers. Through
partnerships with provincial and regional associations across the country, FBC-ABC advocates for
policies that support a competitive and resilient domestic manufacturing industry.

Canada’s food and beverage manufacturing industry is the country’s largest manufacturing
employer and a major contributor to the national economy. The industry employs more than
318,000 Canadians, generates nearly $120 billion in annual revenues, and exports approximately
$60 billion in agri-food products each year. It supplies roughly 80% of all processed food and
beverage products consumed in Canada and directly purchases more than half of Canada’s
agricultural production.

At a time of persistent inflationary pressures, global competition for capital, labour shortages, and
trade uncertainty, strengthening domestic food and beverage manufacturing capacity must be
a national priority. Canada cannot achieve long-term food affordability, food security, or supply
chain resilience without a strong domestic processing sector.

The most effective way to mitigate inflation in the food system is to lower the cost of producing food
in Canada, improve productivity, and expand domestic capacity - not to layer on additional costs or
administrative complexity.

Government action must focus on:

e Lowering the cost of producing food and beverage products in Canada

e Enabling large-scale, long-term capital investment

e Reducing regulatory and administrative burden

e Ensuring policy alignment across jurisdictions

e Supporting labour and immigration policies that ensure a stable and reliable workforce

Without action, rising costs — driven by energy, a mounting regulatory burden, labour
constraints, and fragmented systems - will continue to place upward pressure on food prices
and weaken Canada’s competitiveness.

Food and Beverage Canada-Aliments et boissons Canada

613.322.9235| kristina.farrell@fbc-abc.com fbc-abc.com




Aliments
et boissons
Canada

Food and
Beverage
Canada

RECOMMENDATIONS:

Recommendation 1: Expand Food Processing Capacity and Productivity

e Budget Ask: Establish a Scaled Domestic Processing Fund
e Create a long-term, large-scale Domestic Processing Fund that:

o Reflects the true capital needs of food and beverage manufacturers;

o Provides predictable funding over a five-year or longer horizon;

o Supports automation, productivity, modernization, and expanded processing
capacity;
Is accessible to both SMEs and large anchor facilities;
Supports investments in equipment, technology, energy efficiency, and facility
expansion.

e Key Design Elements:

o Funding envelope significantly exceeding current levels (e.g., >$2B);
Scaled contributions tied to project size;
Clear eligibility criteria and service standards;
Transparent timelines and streamlined application process;
Appropriate mix of repayable and non-repayable funding, recognizing the
inherent public benefit of feeding Canadians.

o O O O

Impact: Current support levels are insufficient relative to the multi-billion-dollar investment needs
of the industry. Investment in domestic processing capacity is foundational to food sovereignty,
economic resilience, and long-term affordability. If Canada is to meaningfully address food prices,
we must increase our ability to process more of what we grow and produce at home.

Productivity-enhancing investments are the most sustainable way to lower per-unit production
costs and improve competitiveness. The current funding landscape is fragmented, complex, and
resource-intensive to navigate. Simplification would accelerate investment decisions and ensure
public funding reaches projects more efficiently.

Recommendation 2: Reduce Energy, Fuel, and Freight Costs to Address Inflation

¢ Budget Ask: Reduce Cost Pressures at Source
o |Implement measures that lower input costs directly, including:
o Permanent or expanded relief on fuel and energy costs, including diesel;
o Mechanisms to offset freight and fuel surcharges at source;
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o Exempt the food and beverage manufacturing industry from the federal Output-
Based Pricing System (industrial carbon tax);
o Consideration of a Food Security Support Program tied to supply chain costs.

Impact: Energy and transportation costs are embedded throughout the food system - from moving
agricultural inputs and ingredients to processing, packaging, refrigeration, and distribution. When
these costs rise, they place direct upward pressure on the cost of producing food in Canada and
are ultimately reflected in prices paid by consumers.

Reducing costs at the source is one of the most effective and immediate ways to improve
affordability. Targeted measures would help processors maintain operations, preserve jobs, and
moderate inflationary pressures at the grocery check-out.

Recommendation 3: Launch a Targeted Regulatory Competitiveness Initiative

e Budget Ask: Establish a time-limited federal initiative to identify and remove non-value-
added regulations. This initiative should:

e Focus onregulations that do not impact health or safety, that technologies have
rendered outdated, and that create competitive disadvantages vs. key trading
partners;

e (Create a dedicated review unit with industry input.

Impact: Regulatory burden is not simply an administrative issue — it is a direct driver of higher
production costs, delayed investment decisions, slower innovation, and reduced competitiveness.
Food and beverage manufacturers are increasingly spending time and resources navigating
duplicative, outdated, and non-value-added requirements — including some that do not improve
health or food safety outcomes - rather than investing in productivity, modernization, and domestic
processing capacity.

The cumulative impact of this creates inefficiencies throughout the food system and places
Canadian manufacturers at a disadvantage relative to international competitors. These costs
ultimately flow through the supply chain and contribute to upward pressure on food prices.

Recommendation 4: Harmonize National Recycling & Material Circularity

o Budget Ask: Convene a Federal-Provincial-Territorial Working Group on Extended
Producer Responsibility (EPR) and packing policy to develop:
e Harmonized definitions, material categories, and reporting approaches;
e Consistent fee methodologies;
o Astrategy to address end-market gaps for recycled materials;
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e Greater alignment between environmental objectives and competitiveness realities.

Impact: EPR systems are currently fragmented across Canada, creating significant compliance
costs, administrative duplication, and operational inefficiencies for companies operating
nationally. Manufacturers are increasingly required to navigate multiple reporting systems, differing
material definitions, and inconsistent fee structures across jurisdictions.

These added costs ultimately flow throughout the supply chain and contribute to upward pressure
on food prices. At the same time, inconsistent approaches and weak end markets for recycled
materials risk undermining the effectiveness of environmental objectives.

A more harmonized national approach would reduce unnecessary costs, improve efficiency,
support investment and innovation, and better balance environmental outcomes with economic
competitiveness.

Recommendation 5: Strengthen Food Security and Supply Chain Resilience

o Budget Ask: Recognize food and beverage manufacturing as critical infrastructure and
investin:
e Transportation and intermodal infrastructure;
e Supply chain contingency planning for perishable goods;
e Priority movement protocols during transportation disruptions.

Impact: Food security must remain a central public policy priority. Recent rail, port, and
transportation disruptions have demonstrated the vulnerability of Canada’s food supply chain.

When products or inputs cannot move efficiently, costs rise through spoilage, storage, production
interruptions, and alternate transportation measures. A reliable and efficient supply chain is
essential to keeping food affordable and accessible across Canada.

Recommendation 6: Support Workforce Stability in Food and Beverage Manufacturing

o Budget Ask: Implement targeted labour measures that recognize the essential role of
food and beverage manufacturing workers, including:

e Prioritize the food and beverage manufacturing industry within the Immigration
Levels Plan to better reflect its permanent workforce needs;

e Explicitly include food and beverage manufacturing workers in the one-time
transition of 33,000 workers to permanent residency in 2026 and 2027, including
those already in Canada supporting domestic food production across both rural
and urban communities;
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e Maintain the 20% cap (at minimum) on the proportion of Temporary Foreign Workers
that can be hired for food and beverage manufacturing occupations;

e Develop a dedicated, industry-specific labour stream reflecting the year-round,
permanent nature of manufacturing roles.

Impact: While the recent announcement to accelerate permanent residency for 33,000 workers is
a positive step, the current approach does not adequately reflect the workforce realities of food and
beverage manufacturing. As currently designed, the measure risks overlooking workers already
contributing to domestic food production - particularly in major manufacturing centres - leaving
many employers and employees facing continued uncertainty.

Labour shortages increase costs through turnover, lost production, and inefficiencies. These costs
are ultimately borne throughout the supply chain. A stable workforce is essential to maintaining
domestic production capacity, ensuring food security, and limiting inflationary cost pressure in the
food system.

Recommendation 7: Restore Competitiveness and Stability in Alcohol Excise Policy

e Budget Ask: Eliminate legislated inflation-based indexation of alcohol excise duties and
freeze rates at current levels pending a full policy review, restoring Parliamentary oversight
and addressing competitiveness pressures on Canadian producers.

Impact: Automatic annual excise increases continue regardless of broader economic conditions or
the significant cost pressures already facing Canadian producers, including packaging, freight,
energy, and labour. These increases add further pressure throughout the supply chain, reduce the
ability of producers to invest and grow, and contribute to higher costs for consumers.

In a highly competitive market, Canadian producers are often unable to fully pass these costs on
without risking market share, particularly against imported products facing lower domestic tax
burdens abroad. Freezing rates and eliminating automatic indexation would improve cost stability,
support competitiveness and affordability, and ensure future excise decisions are subject to
Parliamentary oversight.

Food and Beverage Canada-Aliments et boissons Canada

613.322.9235| kristina.farrell@fbc-abc.com fbc-abc.com




Food and o Aliments
Beverage ‘ et boissons
Canada Canada

Conclusion

Canada’s food and beverage manufacturing industry is central to the country’s economic
resilience, food security, and affordability objectives. With the right policy framework, the industry
can attract investment, create jobs, improve productivity, and strengthen Canada’s ability to feed
itself and compete globally.

Food and Beverage Canada (FBC-ABC) urges the Federal Government to use Budget 2026 to
lower the cost of producing food in Canada, expand domestic processing capacity, and create
the conditions for long-term competitiveness.
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