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This report examines the Canadian grocery industry to better understand what is driving retail 

proýt growth, and as a result, higher supermarket food prices. Currently, there are two 

dominant narratives about grocery proýt growth. The ýrst is that demand growth in the 

pandemic and post-pandemic period has driven proýt increases. This argument is highly 

unlikely given that the real sale volume of food items has declined since the ʱʯʱʯ peak. 

 

The second argues for the idea that inþation is being driven by corporations using inþation as an 

excuse to increase prices and squeeze consumers for higher proýts. ñGreedþationò has been used 

to describe this recent inþationary episode and is a loose analytical term, but this essential idea 

that inþation and proýts are increasing at the same time is correct. 

 

To narrow the deýnition and look at the underlying movements in the market, this report will 

look at the present process of inþation through the lens of ñsellerôs inþationòð a framework for 

analyzing competition that has become widely noted in the post-pandemic period. 

 

In ýnding that the dynamic of sellerôs inþation has occurred, three recommendations can be put 

forward to aid grocery industry workers in their struggle to increase real wages, alongside retail 

price stability for grocery store consumers. 

 

§ Grocery industry real wages grew substantially from ʱʯʰʷ-ʱʯʱʯ, but since then 

inþation has negated those gains, regressing wages back to ʱʯʰʷ levels. The 

decline in real wages has been accompanied by an increase in corporate grocery 

retailer proýts. 

§ The dynamic between price increases, wage decline, and proýt growth are 

consistent with sellerôs inþation, as prices and proýts grew alongside these 

declining wages. 

§ The grocery industry, even prior to the onset of sellerôs inþation, is concentrated. 

However, a full analysis of competition in this environment can indicate that 

simply breaking up large ýrms will not necessarily impact wages or prices without 

addressing windfall proýts and ýnancialization. 



 

§ Windfall proýt taxes can be used to reduce incentives for proýteering. This would 

have the eʡect of placing a cap on the amount of proýt that industry retailers can 

make, thereby incentivizing either price reductions or wage increases. 

§ Price controls in systemically signiýcant sectors can function as emergency price 

stabilizing mechanisms in times of supply crises. They should be incorporated 

into the federal governmentôs tool kit to mitigate sellerôs inþation. 

§ Strengthening organized labour helps ensure that when proýt windfalls happen 

in an inþationary environment, that workers get fair wages. 

Together, these recommendations serve to strengthen the bargaining position of labour, 

mitigate sudden price increases and attenuate excess proýts. 

 

 

While orthodox economic theory generally emphasizes the role of labour in causing inþation, 

particularly pointing to employment expectations and wage growth as sources of price increases, 

this pattern does not necessarily hold for the grocery industry in Canada from ʱʯʱʯ onwards. 

Rather, as a ʱʯʱʲ report by the Canadian Centre for Policy Alternatives highlighted, data 

measuring economic growth from this period, without exports, indicates that the revenue from 

price increases went to proýts, not labour costs. 

ñSellerôs inþationò is an economic theory of inþation that highlights the relationship between 

wages, proýts, and inþation. It is a dynamic theory drawing on economic thought from the mid-

ʱʯth centuryðthe so-called golden age of capitalism. Sellerôs inþation argues that when costs for 

ýrms increase due to a ñsupply shock,ò such as a pandemic lockdown or shipping hold up, price 

increases can be passed through to consumers either at par value or through an increase in the 

markup rate.  h

This results in an increase in corporate proýtability concurrent with a decrease in the real wages 

of workers. Eventually, this can lead to ñconþict inþationò occurring when workers attempt to 

increase their wages to regain losses made throughout the process. However, in response to 

demands for increased wages, ýrms may increase prices further to protect their proýt margins to 

normalize the new high proýt level watermark left by the previous supply shock period.  

 hIsabella Weber, et al., ñSellerôs Inþation,ò ʷ-ʰ h 

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


  

 

The sellerôs inþation approach is broken up into three stages: (ʰ) the ñimpulse stageò in which 

the cost shocks occur; (ʱ) the ñpropagation/ampliýcation stageò where production price 

increases are either passed through to consumers or increased beyond the pass-through level, 

and (ʲ) the ñconþict stageò wherein labour bargains for wage increases to oʡset the decline in 

their real wages. 

 

To assess whether this framework applies to the Canadian grocery retail industry, there are two 

relevant factors to consider. 

First, it must be determined if there are supply shocks aʡecting costs that occur that have 

increased prices throughout the supply chain. For the grocery industry, the two most directly 

relevant factors are energy price shocks and food production price shocks. 

Second, the movements of wages, prices, and proýts must be determined. For sellerôs inþation to 

hold true, there needs to be a decline in real wages alongside an increase in both prices and 

proýts. 

In analyzing these movements, we can determine the ýrst two stages of sellerôs inþation and 

thereby develop a framework for analyzing the motivations behind sellerôs inþation as well as 

regulatory changes and other public policies that can facilitate wage increases and aʡordability 

as a response. Given that the present moment in late ʱʯʱʲ indicates a conþict stage with labour 

acting for fair wages in the grocery sector, of immediate concern is analysis and implications of 

real wage increases. 



 

 

The impulse stage of sellerôs inþation is induced by an initial negative price shock, such as a 

supply chain hold up caused by a COVID-ʰʸ pandemic lockdown, that increases the price of 

industrial inputs, such as the cost of production, which causes ýrms to respond by increasing 

their prices on consumers. 

 

In looking at recent price increases compared to the pre-pandemic period, four major price 

shocks from ʱʯʱʯ onwards can be identiýed: (i) climate change-related costs, (ii) supply chain 

bottlenecks, (iii) the Russian Invasion of Ukraine, and (iv) proýteering in the energy sector. 

 

Climate change is a highly relevant factor in the production of agricultural commodities. Though 

agricultural ýrms have tried to insulate themselves from weather patterns since the ñGreen 

Revolutionò in agricultural technology throughout the ʱʯth century, the world food system is still 

beholden to the natural growing environment. ɦOver the past several years, climate change-

related events have reduced agri-commodity yields. A recent Intragovernmental Panel on 

Climate Change (IPCC) study indicated a strong relationship between climate change and crop 

yield reductions. Climate change eʡects on the global food supply include reductions in arable 

land, increases in surface ozone, ocean warming depressing the ýsh supply, and warming 

reducing soil quality. Additionally, with increases in global temperatures, there are necessary 

reductions in viable working hours. The danger of working in high temperatures have led to an 

increase in global agri-worker mortality, and the necessary reduction in working time negatively 

impacts yields. 

 

So substantial is the problem of climate change that in the past three years, every North 

American growing season has been severely impacted. In ʱʯʱʯ, the Northeastern, Midwestern, 

and Western United States suʡered the worst U.S. droughts of the ʱʰst century, with the Paciýc 

Institute claiming that ʶʯ% of the Western U.S. faced severe drought that year. Droughts then 

aʡected crop yields in Canada and Mexico in the summer of ʱʯʱʰ. Most recently, drought 

conditions have facilitated massive wildýres sweeping throughout Canada that have negatively 

impacted growing conditions, razing crops, increasing ozone levels, forcing workers to evacuate, 

and destroying inputs. 

 ɦBernstein, Henry, ñClass Dynamics,ò ʰʯʰ-ʰʰʲ.  

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 recent Agriculture and Agri-Food Canada drought assessment indicated that in ʱʯʱʲ, drought 

conditions negatively impacted growing conditions across Western Canada, with Alberta only 

receiving ʳʯ%-ʵʯ% of its normal precipitation, and Lethbridge speciýcally receiving below ʳʯ% 

of normal precipitation. These climate change eʡects have inþuenced poor yield projections for 

growing seasons, which is likely to continue to aʡect food prices in the long-term. 

International maritime shipping is foundational for the global food supply chain. At all levels of 

production and retail, shipping, both between and within ýrms, allows for multinational 

operations and trade to exist, and interruptions can have major economic consequences. During 

the ʱʯʱʯ Suez Canal blockage, an estimated value of $ʸ.ʵ billion USD in trade per day sat idle 

until the bottleneck was resolved. 

 

The COVID-ʰʸ pandemic also caused substantial issues in the management of these essential 

supply chains. Production and processing centre shutdowns led to backlogs in shipping and 

production logistics. This occurred both within the food industry itself, and in related industries 

such as input manufacturing and energy production. Declines in the productivity of shipping 

drove up costs, as well as during the earlier periods of the pandemic. Though bottlenecks have 

relaxed in the years since, Canadian shipping continues to be poor, with major ports in Prince 

Rupert, Halifax, Montreal, and Vancouver all placing below average for time eʢciency of vessels 

in port. Poor supply chain operations persist, though improvements have been made with the 

relaxing of COVID restrictions. 

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


 

During the ʱʯʱʱ Russian invasion of Ukraine as part of the ongoing Russo-Ukrainian War, 

commodity prices increased dramatically. This recent stage of the conþict helped to destabilize 

two of the most important exporters of agri-commodities in the world. Together, Russia and 

Ukraine account for ʰʱ% of globally traded calories. The ongoing armed conþict places 

signiýcant pressure on the ability of these countries to engage in trade and production necessary 

to maintain global food security. While regionally, Canadian food supply is not at risk, the Russo

-Ukrainian war does threaten global food aʡordability, partially inþuencing inþationary grocery 

store pressures. 

 

Beyond being a grain producer, Russia is also the worldôs largest exporter of ýnished fertilizer 

and fertilizer intermediaries. Reductions in the fertilizer supply can cause pressure on growing 

cycles, raising input costs for food producers. While the Russian agricultural sector, including 

inputs, is sanction exempt, there are still major disincentives for doing business with Russia. 

Banking restrictions, fear of political and ýnancial repercussion with future sanctions, and fear 

of public and internal relations problems have led to reduced Russian exports. 

Ukraine is a large exporter of wheat, corn, barley, and sunþower oil. In the three years preceding 

the war, Ukraine accounted for ʰʯ% of global wheat exports and ʰʴ% of global corn exports. 

However, since the start of the war, an estimated $ʵ.ʵ billion USD in agricultural infrastructure 

has been destroyed, leading the Ukrainian government to estimate $ʲʳ.ʱʴ billion USD in lost 

revenue. This is especially problematic since Ukraine is recognized as a low-cost wheat exporter, 

with lower factor costs allowing them to compete in price sensitive markets and depress global 

wheat prices. 

Earlier during the invasion, the United Nationsô eʡort to head oʡ food supply problems with the 

ñBlack Sea Grain Initiativeò appeared initially successful. An agreement between Russia, 

Ukraine and Turkey which would allow some maritime shipping to stay open through the Black 

Sea. However, in July ʱʯʱʲ, the initiative expired, and the parties have failed to renew it. 

Without the agreementôs renewal, further disruptions to food and fertilizer exports from Russia 

and Ukraine could continue to inþuence global food production costs. 

 

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


  

 

Another inþuential inþation driver has been the global rise in energy prices throughout the post

-ʱʯʱʯ period. From a ʰʯ-year low in ʱʯʱʯ, gas prices steadily increased throughout ʱʯʱʰ, with a 

substantial spike in ʱʯʱʱ with the Russian invasion of Ukraine. This is, in part, to be expected 

given the importance of both Russia and Ukraine as energy exporters. The war doubled global 

average household energy expenditure. 

 

However, the rise in energy prices cannot be solely attributed to negative supply shocks. The 

energy sector is highly concentrated, and the increase in energy prices has also been 

characterized by an increase in the proýts of the energy and oil and mining industry. Recent 

Canadian analysis carried out in early ʱʯʱʲ demonstrates that most of the pandemic-induced 

increases in energy prices in Canada fed into proýts, rather than increasing labour force wages 

related to higher productivity. This indicates that prices were likely driven higher by not only 

increases global prices, but by increases in energy sector proýt margins. 

 

The eʡect is an increase in proýts for the industry, alongside a general increase in prices across 

the economy. Energy is not only important as a direct retail cost, but also for production and 

supply chain transport. This creates a parallel problem, not unsimilar to the issues faced during 

the mid-ʱʯʯʯs food price surge, wherein increases in crude oil prices were a major contributor 

to the food crisis that preceded the Great Recession. ̡

Source: Statistics Canada. Table ʰ -̫ʰʯ-ʯʯʯʰ-ʯʰ Monthly average retail prices for gasoline and fuel oil, by geography  

 

 ̡Capehart, Tom, et al., "Food price inþation," ʲ. 

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 illustrated by several examples, a variety of global and national supply shocks have 

inþuenced higher prices for grocery industry inputs such as food production and supply chains. 

A series of events beyond the immediate control of grocery retailers have indeed caused their 

input prices to increase, but the eʡect of this process relates to the sellerôs inþation approach 

insofar as these costs are passed through to consumers in the form of higher retail prices and 

met with stagnant real wages for their workforce. 

 

Given the existence of negative shocks, it is necessary to look at the empirical data for the 

movements in wages, prices, and proýts that follow these events. For sellerôs inþation, data on 

the grocery retail industry would indicate an increase in prices and proýts concurrent with 

declining wages. 

The result of inþation has been a recomposition of grocery industry ýrm income distribution 

(the division of income between labour and capital), where there is a decline in the labour share 

of income alongside an increase in retail prices and proýt margins. Examining grocery retail 

wage data over the past two decades, it is evident that real wage gains made across Canada in the 

years before the pandemic supply shock have since been negated by price increases. Wage 

struggle gains, realized in actions such as bargaining and minimum wage hikes, for example the 

substantial minimum wage hikes in British Columbia under the provincial NDP governmentôs 

minimum wage inþation peg strategy, were reversed by the inþation surge of ʱʯʱʱ-ʱʯʱʲ. 

Examining wages in ʱʯʱʲ Canadian dollars, nation-wide average industry wages rose from 

$ʰʸ.ʶʯ/hour to $ʱʰ.ʴʯ/hour in ʱʯʱʯ. This represented a break from the preceding decade and a 

half, doubling the real wage gains won in that period. In part, the ʱʯʱʯ ýgure was established 

through organized labourôs successful push for the $ʱ.ʯʯ/hour ñhero payò increases, which 

temporarily increased hourly wages for essential workers until grocery retailers rolled the 

increases back, sparking a national wage-ýxing scandal and legislative changes to target wage-

ýxing. However, in the following two years, wages have regressed to $ʰʸ.ʵʰ/hour, eliminating 

the hard-fought wages gains, as demonstrated by the wage date in Chart ʱ. 

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


  

 

 

Simultaneously, the net proýt margins for food and beverage stores (deýned as net income/total 

revenue) have increased from ʰ.ʶʸ% in Qʰ ʱʯʰʷ to ʲ.ʱʶ% in Qʳ ʱʯʱʱ an ʷʱ.ʵʷ% increase in net 

proýt margins. While consumer focused reports such as the report on grocery prices for the 

standing committee on agriculture and agri-food, have been met with the claim that this 

increase  in proýtability may be a result of an increase in higher margin non-food items, this 

neglects the increase in proýtability stemming from a decline in real wages. 

Chart ʲ illustrates the relationship between industry wages and net proýt margins. 

Chart ʳ highlights the long-term trend in subsector net proýt margins, with recent years 

marking historically high consistent net proýt margins. 

 

Source: Statistics Canada. Table ʰ -rʰʯ-ʯʱʯʸ-ʯ  h Average hourly earnings (including overtime) for salaried employees, by industry, 

monthly, unadjusted for seasonality 

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


 

Sources: Statistics Canada. Table ʰ -rʰʯ-ʯʱʯʸ-ʯ  h Average hourly earnings (including overtime) for salaried employees, by industry, 

monthly, unadjusted for seasonality; Statistics Canada. Table ʰ -̫ʰʯ-ʯʯʯʳ-ʰ  ̡ Consumer Price Index by product group, monthly, 

percentage change, not seasonally adjusted, Canada, provinces, Whitehorse, Yellowknife and Iqaluit; Statistics Canada. Table ʲ -̡ʰʯ-

ʯʱʱʴ-ʯ  h Quarterly balance sheet, income statement and selected ýnancial ratios, by non-ýnancial industries, non seasonally adjusted 

(x ʰ,ʯʯʯ,ʯʯʯ) 

Source: Statistics Canada. Table ʲ -̡ʰʯ-ʯʱʱʴ-ʯ  h Quarterly balance sheet, income statement and selected ýnancial 

ratios, by non-ýnancial industries, non seasonally adjusted (x ʰ,ʯʯʯ,ʯʯʯ) 

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

