Scaling Through Science: The SR&ED Advantage for Ontario Food Manufacturers

In Ontario’s competitive food and beverage sector, innovation is the primary driver of scale. The Scientific
Research and Experimental Development (SR&ED) program offers a powerful financial lever for
manufacturers to de-risk the R&D required to modernize production, improve sustainability, and capture new
markets. By 2026, enhanced federal limits and Ontario-specific manufacturing credits have made this the most

lucrative time in a decade to claim.

1. Transforming Technical Hurdles into Capital

For food manufacturers, SR&ED is not limited to "white-coat" laboratory research. It applies to the everyday
technical challenges of the plant floor and test kitchen:

. Extend Runway: Recover up to 64% of eligible R&D wages and a portion of contractor costs/
materials.

. Modernize Facilities: Combine SR&ED with the Ontario-Made Manufacturing Investment
Tax Credit (now up to 15%) to subsidize the cost of custom-engineered machinery.

. Non-Dilutive Growth: Fund new product lines or shelf-life extensions without seeking outside
investors or high-interest loans.

2. 2026 Incentives: Ontario & Federal Snapshot

Recent policy shifts have increased the "expenditure limit," allowing growing mid-sized manufacturers to
claim the highest refund rates on larger budgets.

Incenti 2026 Rate Impact
centive (CCPCs*) pac
Federal Enhanced ITC 35% Refundable on the first $6M of spend (up from $3M).
Ontario Innovation Tax 89, Refundable; specifically for small to mid-sized
Credit ’ innovators.
Ontario Made Mfg Credit  15% Refundable credit for new machinery and equipment.

3. What Qualifies in Food Manufacturing?

The "gold mine" for food SR&ED is often found in solving Technological Uncertainty, where the solution
isn't found in a standard cookbook or equipment manual.

. Alternative Formulations: Developing "clean label," gluten-free, or sugar-reduced products that
must maintain the same texture, taste, and "mouthfeel" as traditional versions.

. Shelf-Life Extension: Experimenting with novel natural preservatives or MAP (Modified
Atmosphere Packaging) to extend freshness without compromising quality.

. Scaling Challenges: Resolving technical "failures" when moving from a 5kg test batch to a 5,000kg
continuous production run.

. Sustainability: Developing biodegradable packaging or engineering new ways to upcycle

manufacturing waste into value-added ingredients.



