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About Canada’s Food and Beverage Industry

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 strengthen the competitiveness, resilience and long-term growth of food and beverage
manufacturing in Canada.

Canada’s food and beverage manufacturing industry is the country’s largest manufacturing
industry and largest manufacturing employer. In 2025, the industry generated approximately
$35.1 billion in GDP, employed more than 318,000 Canadians and exported $60.2 billion in
products. It accounts for approximately 18% of manufacturing GDP and 20% of manufacturing
employment and provides an essential domestic market for Canadian agricultural production.

A Critical Link in the Value-Chain

The industry’s importance extends well beyond the factory floor. Food and beverage manufacturers
are the critical link between Canadian agriculture and the consumers, retailers, foodservice
customers and export markets that ultimately purchase what Canada produces. They transform
agricultural commodities and ingredients into the food and beverages Canadians rely on every day
while creating jobs, supporting communities and keeping more economic value in Canada.

A strong domestic food and beverage manufacturing industry is therefore fundamental to food
security, economic resilience and Canada’s ability to compete globally.

Canada now has an opportunity to build on that strength.
Turning Ambitions into Investments

Governments are placing renewed emphasis on productivity, investment, economic resilience and
the importance of building more domestic capacity in strategically important industries. The federal
government has similarly identified food security and increased domestic value-added production
as national priorities.

For food and beverage manufacturing, the challenge is turning those ambitions into investment.

Companies make decisions every year about whether to automate a production line, expand an
existing facility, adopt new technology or build new capacity. Those decisions depend on whether
Canada offers a competitive and predictable environment in which to invest. Today, that
environment is constrained by weak productivity growth, rising operational and transportation
costs, persistent labour shortages, regulatory complexity, trade tensions with the U.S., and
intense international competition for capital. These pressures affect manufacturers of every size
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and ultimately determine how much food and beverage manufacturing capacity Canada can build
and retain here at home.

Canada leads on agricultural production, yet comparatively less value is captured through
domestic processing. The federal government’s National Food Security Strategy recognizes this
challenge, noting that Canada’s food-processing GDP is only about 10% larger than primary
agriculture GDP, compared with approximately 70% larger in both the United States and Germany.
The Strategy also identifies gaps in domestic processing capacity and sets a target of increasing
food-processing GDP growth to 2.75% annually.

This is Canada’s value-added opportunity.
Creating the Conditions for Investments

The National Food Security Strategy represents an important acknowledgement that food security
requires more than agricultural production. It requires the domestic capacity to transform what
Canada grows and produces into the food and beverage products Canadians rely on.

The Strategy has begun to put tools in place to support that objective. Budget 2026 should now
build on that foundation by addressing the broader conditions that determine whether
manufacturers actually invest, modernize and expand in Canada.

Recentresearch prepared for FBC-ABC by the Canadian Agri-Food Policy Institute (CAPI) reinforces
the scale of the opportunity. CAPI finds that stronger growth will require more than any single
government program. The greatest gains occur when capital investment, innovation, regulatory
reform, productivity and access to markets work together with a competitive business
environment.

Under current conditions, CAPI estimates that real food and beverage manufacturing GDP would
grow by approximately 1.8% annually to 2035 - significantly below the National Food Security
Strategy’s 2.75% target.

CAP/I’s analysis also demonstrates what is possible under stronger investment and productivity
conditions. Capital spending in Canadian food manufacturing more than doubled between 2017
and 2024, from approximately $1.89 billion to $4.2 billion, alongside increased technology adoption
and stronger capital intensity.

The lesson is clear: Canada has the agricultural resources, manufacturing base and market
opportunity. The question for Budget 2026 is whether we will create the conditions necessary to
turn those advantages into more investment, productivity and value-added production here at
home.

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:

Food and Beverage Canada recommends that Budget 2026 focus on seven things:

Recommendation 1: Turn the National Food Security Strategy’s Processing Ambition into
Investment

Budget Ask: Make long-term investment in food and beverage manufacturing a core
implementation pillar of the National Food Security Strategy (NFSS), with at least $2 billion in
dedicated federal investment support over five years, including increased capacity to respond to
demonstrated demand through the Strategic Response Fund and a predictable multi-year
investment stream for food and beverage manufacturers.

The NFSS has taken an important first step by recognizing the need to expand domestic value-
added production and setting a target of 2.75% annual growth in food-processing GDP.

CAPI estimates that under business-as-usual conditions, food and beverage manufacturing GDP
will grow by approximately 1.8% annually to 2035 — well below the NFSS target. Closing that gap
will require stronger capital investment, technology adoption and productivity growth.

The Strategic Response Fund (SRF) provides an early indication of the demand. FBC-ABC initially
welcomed the announcement of a $500M dedicated envelope to support food processing and
related agri-food investment, which was subsequently established at $350M under the NFSS. Our
understanding is that the current intake has already received requests exceeding the available
funding.

FBC-ABC is continuing to consult members on their experience with the SRF process and program
design. However, the level of demand already demonstrates that Canadian manufacturers are
prepared to invest and that the current funding envelope is not sufficient to capture the
opportunity.

Budget 2026 should build on the SRF by:

e Providing additional investment capacity where strong projects exceed the current
envelope;

e Establishing a predictable, multi-year investment stream for food and beverage
manufacturing under the NFSS;

e Supporting automation, modernization, new production lines, plant expansions and
greenfield investment;

e Ensure supportis accessible to both SMEs and major anchor facilities, with contributions
that can scale to project size; and
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e Providing flexible funding terms, clear eligibility criteria and predictable decision timelines.

CAP/I’s review of previous federal industrial programs reinforces that program design matters:
investment support is most effective when it is flexible, responsive, transparent and designed
around the realities of the companies making the investment.

Recommendation 2: Make Regulatory Competitiveness an Economic Priority

Budget Ask: Make food and beverage manufacturing a priority industry under the federal Red Tape
Review, with a time-limited, cross-departmental workplan to reduce unnecessary regulatory
costs, accelerate approvals and improve Canada’s competitiveness without compromising
health, food safety or environmental outcomes.

Canada’s science-based food regulatory system is an important competitive advantage. Protecting
health and food safety must remain paramount. But effective regulation and competitive regulation
are not mutually exclusive.

FBC-ABC welcomes the federal government’s work through the Red Tape Reduction Office and its
government-wide review of federal regulations. The next phase should translate that work into
measurable improvements for sectors where regulatory requirements directly affect investment,
productivity and the ability to bring products to market.

Food and beverage manufacturing should be a priority.

Manufacturers face requirements across multiple departments and agencies, creating overlapping
obligations, lengthy approval processes and significant cumulative compliance costs. CAPI’s
analysis reinforces that a more efficient and predictable regulatory environment can free resources
for investment, innovation and technology adoption.

Building on the government’s existing red tape reduction efforts, Budget 2026 should direct a
coordinated review across Health Canada, CFIA, ECCC, AAFC, ISED and the Treasury Board
Secretariat to:

e Address outdated, duplicative or unnecessarily burdensome requirements;

e Examine the cumulative cost of federal regulatory requirements;

e Establish measurable service standards and more predictable timelines for regulatory
decisions;

e Benchmark Canadian requirements and approval timelines against major competitors;

e Apply a stronger competitiveness and investment lens to significant new regulatory
proposals; and

e Improve coordination between federal departments and with provinces and territories.
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Progress should be measured and reported publicly, including reductions in regulatory burden,
improvements in service standards and impacts on business investment and productivity.

The goal is not deregulation. It is better regulation: predictable, risk-based, efficient and
competitive.

Recommendation 3: Build the workforce needed to expand domestic food and beverage
manufacturing

Budget Ask: Align Canada’s Immigration Levels Plan and economic immigration priorities with the
year-round workforce needs of food and beverage manufacturing, including designated pathways to
permanent residence for experienced workers.

Canada cannot expand domestic food and beverage manufacturing capacity without the workforce
required to operate it.

Food and beverage manufacturers continue to face persistent recruitment and retention challenges
in rural communities and major urban manufacturing centres. These shortages constrain
production today and will become an even greater barrier if Canada succeeds in attracting new
investment and achieving the NFSS’ food-processing growth target.

Increasingly, the challenge is not simply recruiting workers, but retaining people who are already
working and contributing in Canada. Some FBC-ABC member companies, in both rural and
urban communities, report that workers holding open work permits account for upwards of
20% of their workforce. These are employees working in permanent, year-round jobs who have
become integral to plant operations, yet many have no viable pathway to remain in Canada
permanently.

Recent immigration changes have reinforced the need for a longer-term approach. The federal Agri-
Food Pilot has ended, while many year-round food-manufacturing occupations do not have a clear
pathway to permanent residence through existing economic immigration programs.

Budget 2026 should:

o Recognize food and beverage manufacturing as a priority industry in the next
Immigration Levels Plan and associated economic immigration priorities;

o Establish a permanent pathway to permanent residence for experienced, year-round
food and beverage manufacturing workers, including occupations not well served by
existing high skilled immigration streams;
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e Maintain, at minimum, the 20% Temporary Foreign Worker Program cap for food
manufacturing and extend equivalent treatment to beverage manufacturing where
employers face demonstrated, persistent labour shortages;

e Restore two-year work permit durations for low-wage food-processing positions,
reflecting the permanent and year-round nature of these jobs;

e Align immigration, skills training and workforce-development programs with the skilled
trades, technical, production and automation-related occupations required as the industry
modernizes.

Canada’s immigration system should support the economic sectors the country has identified for
growth. If Canada wants to manufacture more food and beverage here at home, its workforce
and immigration policies must be aligned with that objective.

Recommendation 4: Lower the structural cost of making and moving food and beverage in
Canada

Budget Ask: Reduce energy, fuel and freight costs that weaken Canadian manufacturing
competitiveness and increase food-system costs.

Food and beverage manufacturing is an energy, transportation and logistics intensive industry.

Inputs must move to plants. Products must be processed, refrigerated and packaged. Finished
goods must then move to distribution centres, retailers, restaurants and export markets. These
costs are embedded throughout the price of producing food and beverage in Canada.

The federal government temporarily suspended the fuel excise tax in 2026, including relief on
diesel, recognizing the relationship between fuel costs and affordability. Budget 2026 should build
on that recognition by examining permanent or targeted measures to reduce fuel and
transportation costs in food and beverage supply chains.

Budget 2026 should also:

e Ensureindustrial energy and carbon-pricing policies do not place Canadian food and
beverage manufacturers at a material disadvantage to international competitors;

e |nvestin rail, port, road, cold-chain and intermodal infrastructure essential to the
movement of food, beverage and ingredients;

e Develop contingency and priority-movement protocols for perishable and essential food
and beverage products during major transportation disruptions; and

e Treat food and beverage manufacturing and its essential supply chains as critical economic
infrastructure.
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Lowering costs at source is ultimately more sustainable than attempting to compensate for higher
costs after they have already moved through the food system.

Recommendation 5: Exempt agriculture and agri-food products from U.S. counter-tariffs

Budget Ask: Avoid subjecting food and beverage products, along with packaging inputs, food
processing machinery, fertilizers, animal feed, agricultural machinery, and replacement parts, to
retaliatory tariffs. For other industrial equipment and parts used in food and beverage
manufacturing that are not an integral part of the process, expand existing horizontal remissions to
capture critical supplies subject to U.S. counter-tariffs and prevent sudden, cumulative costs from
rippling through food supply chains.

As with other critical industries, North American agri-food supply chains are highly integrated.
Primary agricultural goods, packaging materials, equipment parts, and other food-grade inputs
frequently cross borders multiple times before being processed into value-added goods. These
supply chain dynamics are driven by a multitude of factors, including geographic proximity,
seasonal harvests, and a lack of domestic supply. For example, the cost of a single steel tin can
represent up to 40% of the total cost for canned vegetables. Tariffing these critical inputs, for which
there are often limited domestic supplier alternatives, invariably raises the cost of producing food in
Canada and weakens our competitiveness against less expensive imported food products not
subject to retaliatory trade measures.

Recommendation 6: Harmonize National Recycling & Material Circularity

Budget Ask: Convene a Federal-Provincial-Territorial Working Group on Extended Producer
Responsibility (EPR) policy for packaging and paper to develop:

e Harmonized definitions, material categories, and reporting approaches;

e Consistent fee methodologies;

o A strategy to address end-market gaps for recycled materials; and

e Greater alignment between environmental objectives and competitiveness realities.

This working group should collaborate closely with key stakeholders, such as producer
responsibility organizations (PROs), given their role in implementing EPR programs and their
ongoing efforts to advance greater program harmonization.

Impact on Domestic Manufacturing: EPR systems are fragmented across Canada, creating
significant compliance costs, administrative duplication, and operational inefficiencies for
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companies operating nationally. Manufacturers are increasingly required to navigate multiple
reporting systems, differing material definitions, and inconsistent fee structures across
jurisdictions. At the same time, EPR fees have quadrupled in some provinces over the past few
years, putting additional pressure on food and beverage manufacturers through reduced margins,
costly packaging redesigns, and delayed investments. In 2026 alone, producers saw massive fee
increases of 20% to 150%, creating an immediate and destabilizing financial shock for
manufacturers. One of the primary drivers of increasing EPR fees is the requirement for producers
to single-handedly bear the cost of significant capital investments needed to meet ambitious
recovery targets set by provincial and territorial governments.

Recyclers and processors also need confidence in future demand before investing in expanded
sorting and reprocessing capacity; without predictable commitments from end markets, that
investment is difficult to justify. At the same time, end markets face a different barrier: even where
they want to incorporate recycled content, the supply of high-quality recycled resin is often limited
and more expensive than virgin plastic, making adoption difficult at scale. This creates a chicken-
and-egg dynamic that limits environmental outcomes. While EPR programs help drive investment in
infrastructure, expanding and constructing facilities to increase recycling capacity takes time. In
the meantime, low virgin plastic prices and limited supplies of high-quality recycled resin keep
recycled content cost-prohibitive relative to virgin material, creating a need for government
intervention to help bridge the gap.

Impact on Food Inflation: Added costs ultimately flow throughout the supply chain and contribute
to upward pressure on food prices, at a time when one in four Canadian households is

already relying on food banks. According to 2026 estimate from Dalhousie University, EPR-related
costs are contributing roughly 0.3-0.8 percentage points to grocery inflation. The number is even
higher for certain packaging-intensive categories, such as prepared meals, soups, sauces,

frozen foods and beverages, with EPR costs alone adding inflationary pressures of 1-1.5 percent.

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

Recommendation 7: Restore predictability to alcohol excise policy

Budget Ask: End automatic inflation-based alcohol excise increases and require future rate
changes to be considered through the normal budgetary and Parliamentary process.

Canadian beverage manufacturers face the same pressures affecting the rest of the industry:
labour, energy, packaging, freight, capital costs and increasingly uncertain international markets.
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Automatic annual excise increases add another cost regardless of economic circumstances,
competitive conditions or the ability of producers to absorb these cost increases.

Budget 2026 should eliminate automatic inflation-based indexation and freeze alcohol excise rates
pending a broader review of the competitiveness of Canada’s alcohol taxation framework.

Future tax increases should be deliberate policy decisions subject to Parliamentary scrutiny rather
than automatic annual increases.

Conclusion: From food security to economic strength

Canada has already identified the objective. The National Food Security Strategy aims to process
more food domestically, increase self-sufficiency and accelerate the growth of Canada’s food and
beverage manufacturing industry. The challenge for Budget 2026 is to create the conditions
required to achieve it.

The evidence points in the same direction.

Capital investment raises productivity. Regulatory certainty frees companies to invest and innovate.
Access to larger markets creates scale. A reliable workforce allows plants to grow. Competitive
energy and transportation costs determine whether production remains economically viable.

In an increasingly uncertain global trading environment, domestic manufacturing capacity is itself a
source of economic security.

Canada grows extraordinary agricultural products. But the economic opportunity does not end at
the farm gate.

The more of the food we transform here, the more value we keep here —through jobs, investment,
innovation, exports and stronger markets for Canadian agriculture. Budget 2026 should therefore
move beyond treating food and beverage manufacturing as one component of the food system and
recognize it for what it is: strategic industrial capacity.

At a time when governments around the world are competing for investment and Canada is
confronting unprecedented uncertainty in its largest trading relationship, the choice is increasingly
clear.

We can export our agricultural potential for other countries to process — or we can build the
capacity to turn it into economic strength here at home.
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