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Executive Summary

This report examines the Canadian grocery industry t
proyt growth, and as a result, higher supermarket fo
domi nant narratives about grocery proyt growth. The
pandemi ¢c -maardd @rmmis¢ period has driven proyt increases.
unl i kely given that the real sale volume of food ite

The econd argues for the idea that inpation is bein
excuse to increase prices and Sqeedpotacsomeemens efdor
to describe this recent inpationary episode and is a
that inpation and proyts are increasing at the same

nw u

To narrow the deynition and | ook at the underlying m
l ook at the present procesfsebtd eirmPaastii toma niehw oorukg hf otrh e
analyzing competition that hegsanleaoan me pwirdeldy noted i

Key Findings

Grocery industry real wagebsygyewbustubsitmne itah
i npation has negated those gains, regressing
decline in real wages has been accompanied
retailer proyts.

The dynamic between price increases, wage
consi stent& winphatsiedn,eras prices and proyts
declining wages.

The grocery industry, ewseni nppraitoiront,o itsh ec oonncse
However, a full analysis of competition i

simply breaking up |l arge yrms will not necesg
addressing windfal/l proyts and ynancializati

In ynding that tkhei dpabmbo badassettearred, three recom
forward to aid grocery industry workers in their str
price stability for grocery store consumer s.
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Recommendations

Windfall proyt taxes can be used to reduce
have the e2ect of placing a cap on the amo
make, thereby incentivizing either price r

Price controls in systemically signiycant
stabilizing mechanisms in times of supply
into the fedéesr atlooglovkeirtn méon tnm [t atgiacdre. sel | er

Strengthening organized | abour helps ensur
in an inpationary environment, that worker

Together, these recommendations serve to strengthen
mitigate sudden price increases and attenuate excess

Introduction: Seller’s Inflation

While orthodox economic theory generally emphasi zes
particularly pointing to employment expectations and
this pattern does not necessarily hold for the groce
Rat her, as a hglnhadiepor€ebiyr ¢ hieohi g;hollii gchyt eAd ,t edataa | v e
measuring economic growth from this period, without
price increases went to proyts, not | abour costs.
iSeld eirnpasi an economic theory of inpation that highl
wages, proyts, and inpation. It is a dynamic theory
hyt h ccdetnhteacraypl ed gol den ages oifnfratpiiamlarsgrue sSetlHatr whe
yrms i ncr e d@ssuep pdluyeossihmohcaka s a pandemic | ockdown or ship

increases can be passed through to consumers either
mar kup"rate.

This results in an increase in corporate proytabilit
of wor ker s. Event udaddlyi, ctt do csp actainomn ge awdh eeno wor ker s att e
increase their wages to regain |l osses made throughou
demands for increased wages, yrms may increase price
normalize the new high proyt |l evel watermark | eft by

" sabel |l a WSké¢d elrepa &ihon,


https://policyalternatives.ca/publications/reports/where-are-your-inflation-dollars-going#:~:text=Corporate%20profits%20are%20eating%20up,of%20increased%20prices%20is%20key.

The delilneprati on approach is brofkenpulp éii mtwgiedlm ee st ag
the cost s hoc Rpsr oopcacguart;i o(nfi/)a mghivdh ¢ c@atpromd ¢ taigen pri ce
increases are either passed throughthooaghsumees, or

and (ic)o ntphiecawhsetraegen | abour bargains for wage increas
their real wages.

To assess whether this framework applies to the Cana
relevant factors to consider.

First, it must be determined i f there are supply sho
increased prices throughout the supply chain. For th
relevant factors are energy price shocks and food pr
Second, the movements of wages, price&,i apadt pooytse m
hold true, there needs to be a decline in real wages
proyts.

I n analyzing these movements, we c@Gnidfpuneirmnnantdhe vy
thereby develop a framework for @anahpathngnthses metiva
regulatory changes and other public policies that ca
as a response. Given that the present moment in | ate
acting for fair wages in the grocery sector, of i mme
real wage increases.
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1. Grocery Supply Chain Prices
and the “Impulse Stage”

The impul se GBtiagpabifosei $ernduced by an initial nega:
supply chain hold #%p @pawndediky lacGdWIwd, that increas
i ndustri al i nput s, such as the cost of producti on, w

their prices on consumers.

I n looking at recent pricepandemieaspepsricompatredr tmaj de
shocks from hyhy onwards can-rkeé¢ ait@dentciossed: (i) )clsiumpa
bottlenecks, (iii) the Russian Invasion of Ukraine,

I. Climate Change

Cli mate change is a highly relevant factor in the pr
agricultural yrms have tried to insul@@Mtreenhemsel ves
Revol aitni cangr i cul tur al t ec htrfcoelna guyr yt, h rt chueg hwoour tl dt hfeo ofdy s vy
beholden to the naturé@vegrbobwenpasnvséevemahtyears, cl
rel ated event s -choamwneo drietdyd cyeideladgsr.i | nt r agover nment al Pal
Climate Changéndie@fedsfausgyrong relationship between
yield reductions. Climate change e2ects on the gl oba
|l and, increases in surface ozone, ocean warming depr
reducing soil quality. Additionally, with increases
reductivond | enwor kiThe anmger of working in high tempe
increase i-wogkebamoaganlity, and the necessary reduct
i mpacts yields.

So substanti al is the problem of <c¢climate change that
American growing season has been severely impacted.
and Western United States sulerseent he yweawsit h&J. S. dr o
|l nstctaiming that ®y% of the Western U.S. faced seve
a2ected crop yields timeCamadar aMas tMafxé ceontilny, dr ought
conditions have facilitated massive whkdptesesweepin
i mpacted grow] ngaziomg i¢noeps, Iincreasing ozone | evel s,
and destroying inputs.

"Bernstei AGI| aHsesn rDyygn &fmfihic s ,
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https://www.ipcc.ch/report/ar6/wg2/downloads/report/IPCC_AR6_WGII_Chapter05.pdf
https://www.ipcc.ch/report/ar6/wg2/downloads/report/IPCC_AR6_WGII_Chapter05.pdf
https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_711919.pdf
https://pacinst.org/the-2021-western-drought-what-to-expect-as-conditions-worsen/
https://pacinst.org/the-2021-western-drought-what-to-expect-as-conditions-worsen/
https://www.drought.gov/news/2020-drought-update-look-drought-across-united-states-15-maps
https://globe-net.com/how-will-canadian-wildfires-impact-crop-production/#:~:text=The%20Canadian%20wildfires%20are%20razing,production%20season%20for%20Canada's%20growers.
https://globe-net.com/how-will-canadian-wildfires-impact-crop-production/#:~:text=The%20Canadian%20wildfires%20are%20razing,production%20season%20for%20Canada's%20growers.

A regentcul t urFeooadndCafmoardia droupdicatedsthhabtin hyhi

conditions negatively impacted growing conditions ac
recei viilmpg% royy% i t s nor mal precipitation, and Lethbrideg
of nor mal precipitation. These climate change e2ects
growing seasons, which is Ilikely ttoeromntinue to a?2ec

ii. Supply Chain Bottlenecks

I nternational maritime shipping is foundational for

production and retail, shipping, both between and wi
operations and trade to exist, and interruptions can
the hyhy Suez Canal bl oé¢kagebiainn etsit ddieédt pelr vdhd ywes atf |
until the bottleneck was resolved.

The COVI pbandemic also caused substanti al i ssues in t
supply chains. Production and processing centre shut
production | ogistics. This occurred both within the

such as input manufacturing and energy production. D
drove up costs, as well as during the earlier period
relaxed in the years since, Canadian shipping contin
Rupert, Hal i f ax, Montbrireal hgabhdl Yaneoeweveneal br i me e

i n pPooroir supply chain operations persist, though i mpr
relaxing of COVID restrictions.

MAERSK @

MAERSK § MAERSK

EVERGREEN
. s
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https://agriculture.canada.ca/en/agricultural-production/weather/canadian-drought-monitor/current-drought-conditions
https://lloydslist.maritimeintelligence.informa.com/LL1136229/Suez-Canal-remains-blocked-despite-efforts-to-refloat-grounded-Ever-Given
https://www.spglobal.com/marketintelligence/en/mi/Info/0523/cppi2022-report.html
https://www.spglobal.com/marketintelligence/en/mi/Info/0523/cppi2022-report.html

iii. The Russian Invasion of Ukraine

During the fhyhh Russian invasion -krbdknaaneWas, par't

commodity prices increased dramatically. This recent
two of the most | mperotmamotd i e x peosr tienr s heef weogrlid. Toget he
Ukraine actceéeunf 6Hbpopball FTheredgdingl armed. conpict pla
signiycant pressure on the ability of these countrie
to maintain global food security. While regionally,

-Ukrainian war does threaten global food a2ordabil ity

store pressur es.

Beyond being a grain pr odsuclear,g eRsuts sea xap drst earl soof tyhrei smoe

and fertilizer intermediaries. Reductions in the fer
cycl es, raising input costs for food producers. Whil
i nput s, is sanction exempt, there are stil]l maj or di
Banking restrictions, fear of political and ynanci al
of publnteand,] relations problems have |l ed to reduce
Ukraine is a | arge exporter of wheat, corn, barl ey,

the war, Ukrai hg%accouahoedl foenheat exports and "1 % of
However, since the start of the war, an estimated %!
has been destroyed, |l eading the Ukrainian gover nment
revenue. This is especially probl emstti owhseianc e xplorraiern
with | ower factor costs allowing them to compete in

wheat prices.

Earlier during the iné@oirant ot headnioled oNMat isaupply pr
Bl ack Sea Gappeamnediiani tvieal |y successful. An agreenm
Ukraine and Turkey which would allow some mariti me s
Sea. However, in July hMyhi, the initiative expired,

Wi thout theé agerneeenaednt further disruptions to food and
and Ukraine could continue to inpuence global food p

Inflation, Wages and Financialization 9


https://www.europarl.europa.eu/RegData/etudes/ATAG/2022/729367/EPRS_ATA(2022)729367_EN.pdf
https://www.ifpri.org/blog/how-sanctions-russia-and-belarus-are-impacting-exports-agricultural-products-and-fertilizer
https://d.docs.live.net/830610bbe3a872d4/Documents/Janzen,%20J.%20and%20C.%20Zulauf.%20

iv. Inflation in the Energy Sector

Another inpuential inpation driver has been the glob
sAhyhy peri odyed&mr olmw ihn Pyhy, gas prices steadily inc
substantial spike in hPyhh with the Russian invasion
given the importance of both RuSkéawandddkblacneglashe
average household energy expenditure
However, the rise in energy prices cannot be solely
energy sector is highly concentrated, and the increa
characterized by an increase in the proyts of the en
Canadian analysis carried out i nheardegmbhdyrcieddemonstr
i ncreases i n energy pri,cersatimerCatntralm ifrecr e aision g rloah ot
related to higher productivity. This indicates that
increases gl obal prices, but by increases in energy
The e2ect is an increase in proyts for the industry,
the economy. Energy is not only important as a direc
supply chain transport. This creates a parall el prob
the -fmjydys food price surge, wherein increases in cruf
to the food crisis that’' preceded the Great Recession
Chart 1 — Monthly Average Retail Price for Gasoline, Canada, 2010-2023
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https://www.weforum.org/agenda/2023/02/russia-ukraine-war-energy-costs/
https://www.weforum.org/agenda/2023/02/russia-ukraine-war-energy-costs/
https://policyalternatives.ca/publications/reports/where-are-your-inflation-dollars-going#:~:text=Corporate%20profits%20are%20eating%20up,of%20increased%20prices%20is%20key.
https://policyalternatives.ca/publications/reports/where-are-your-inflation-dollars-going#:~:text=Corporate%20profits%20are%20eating%20up,of%20increased%20prices%20is%20key.
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1810000101

As il lustrated by several examples, a variety of glo
i npuenced higher prices for grocery industry inputs
A series of events beyond the i mmediate control of g
i nput prices to increase, but thé& eRpati of appsoadcloc
insofar as these costs are passed through to consume
met with stagnant real wages for their workforce.

2. Wages, Prices and Profits:
“Amplification and Propagation
Stage”

Given the existence of negative shocks, it i s necess
movements in wages, prices, and p&Boyngathan,f dhktawon
the grocery retail industry would indicate an increa
declining wages.

The result of inpation has been a recomposition of g
(the division of income between | abour and capital),
of income alongside an increase in retail prices and
wage data over the past two decades, it is evident t
years before the pandemic supply shock have since be
struggle gains, realized in actions such as bargaini
substantial mini mum wage hikes in British®& Col umbi a u
mi_ni mum wage | npat iwerr epece vsetrrseetde cboyy tHhehinpation surg
Examining wages in hyhiwiChemaavaemage®l|ilmdwsst matwages r (
$hy.sy/ hour to $hh 1 y/ hour in hPyhy. This represented
hal f, doubling the real wage gains won in that perio
t hrough or gd@niszuecdc elsasbfouulr p us hth d rogoipgndtye etfs egqy/ hwhi c h
temporarily increased hourly wages for essential wor
i ncreasegablackg a watiinmneaslc amalmpd and |l eqgisdative chan
yvxi.ngHowever, in the following two years, wages have
the haudht wages gains, as demonstrated by the wage
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https://www.cbc.ca/news/canada/british-columbia/minimum-wage-increase-bc-1.6384906
https://financialpost.com/news/economy/how-hero-pay-scandal-prompted-ottawa-make-wage-fixing-illegal
https://financialpost.com/news/economy/how-hero-pay-scandal-prompted-ottawa-make-wage-fixing-illegal

Chart 2 — Real Wages in the Grocery Sector Across Canada, 2001-2022
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https://www.ourcommons.ca/DocumentViewer/en/44-1/AGRI/report-10/page-24
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410020901
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410020901

Chart 3 — Food and Beverage Stores: Annual Real Wages (2023 SCAD)
vs. Annual Rate of Firm Profits Across Canada, 2018-2022

Sources: StafTedliedcgh @@Asdaage hourly earnings (including overtim
monthl vy, unadj usiSeadtfiosrt i sTesabdCedmaahdidt.lyConsumer Price I ndex by produc
percentage change, not seasonally adjusted, CSitnaatdias t ipd@ s iCidnreeedsa . W
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Chart 4 — Food and Beverage Stores Quarterly Average Rate of Profit
Across Canada, 2010-2023
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https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410020901
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410020901
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1810000413
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1810000413
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3310022501
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3310022501
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3310022501
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3310022501
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3310022501

