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The Impact of Supply Management on Poverty in Canada

This methodological note outlines the research methodology used to estimate the number of
Canadian households that are pushed into poverty each year because of supply management. These
calculations rest upon hypotheses where exact data are not available. The hypotheses adopted aim to

be cautious.
The estimate is produced in three steps.

1. Start with Statistics Canada’s Canadian Income Survey (CIS).!

2. Estimate the cost of supply management for each household in the survey.

3. Take Statistics Canada’s Low-Income Cutoff (LICO).” Subtract the costs of supply management
from the LICO. See how many households fall below the original LICO but above the one
that excludes the costs of supply management. Those households are estimated to be

pushed into poverty because of supply management.
Canadian Income Survey

The CIS contains two measures of household income: EFATINC and EFMBIN18. The EFATINC
is the simpler measure; it simply measures the incomes of households after taxes. The EFMBIN18 is
more complicated; it attempts to subtract other fixed costs that households may face. This includes,
but is not limited to, employment insurance contributions, pension contributions, union dues,
childcare costs, support payments, medical expenses and the repayment of federal COVID-19
benefits. The EFMBIN18 also accounts for mortgages and capital gains taxes. As the stricter
measure of disposable income, we use the EFMBIN18 for the purposes of this study.

Beyond the two measures of income, the CIS is divided along other lines as well. First, it divides
households by their geography: rural, small town, urban, etc. It also divides households by the
number of people who live in them. These two metrics are important because the LICO is divided

along the same lines.

! Statistics Canada, Canadian Income Survey: Public Use Microdata File, 2017 to 2022, Catalogue no. 72M0003X, January 2025.
https://www150.statcan.gc.ca/nl/pub/72m0003x/72m0003x2024001 -eng.htm

2 Statistics Canada, Low income cut-offs (LICOs) before and after tax by community size and family size, in current dollars, Table 11-
10-0241-01, 2025. https://www150.statcan.gc.ca/tl1/tbll /en/tv.action?pid=1110024101



https://www150.statcan.gc.ca/n1/pub/72m0003x/72m0003x2024001-eng.htm
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110024101

One issue is that the most recent CIS was published in 2022 while the most recent LICO was
published in 2023. To account for this, an inflation multiplier of 1.039 is applied to the 2022 CIS
data to ensure that it matches the 2023 LICO. This value represents the 2022-2023 change in
Statistics Canada’s all-item Consumer Price Index.”

The Cost of Supply Management

The second step is to estimate the costs of supply management for Canadian consumers. To do so, a
consumption basket is needed. The first step in constructing a consumption basket is to determine
its contents. Since the goal of this paper is to estimate the cost of supply management, the
consumption basket consists of milk, eggs, cheese and poultry. Note that this basket does not cover
the total cost of supply management in Canada. For instance, smaller categories such as turkey and
ice cream are excluded. This is one of the reasons for which the hypotheses adopted are cautious.
Next is to estimate the quantity of each product that Canadians are consuming on an annual basis.
This is accomplished using Statistics Canada’s Survey of Food Availability* which provides per capita
estimates of the amount of each commodity that exists on the market. However, the average
consumption among all households is not necessarily representative of the consumption of
households near the poverty line. To account for this, an adjustment to the consumption basket is
applied for each quintile according to data from Statistics Canada’s Survey of Household Spending or
SHS.?

The next step is to estimate the excess cost that supply management places on Canadian groceries.
This goal is accomplished by comparing the prices of supply managed groceries in Canada to the
prices of the same groceries in the midwestern United States. The reasoning behind this benchmark
is outlined in the paper Milked and Feathered: The Regressive Welfare Effects of Canada’s Supply Management
Regime by Cardwell, Lawley and Xiang,’ First there is a need to obtain the costs of supply-managed
groceries in the midwestern United States. This is accomplished using data from the U.S. Bureau of
Labour Statistics.” However, the Bureau of Labour Statistics recently stopped providing
differentiated Midwest prices for certain groceries in the basket. There therefore exists the need to
formulate an estimate for the cost of these groceries in the Midwest specifically. This is
accomplished by taking the average of historical price data for the midwestern United States divided
by historical price data from the United States as a whole. This creates a “Midwest Multiplier” for

3 Statistics Canada, Table 18-10-0005-01, "Consumer Price Index, annual average, not seasonally adjusted.”
https://www150.statcan.gc.ca/tl /tbll /en/tv.action?pid=1810000501

4 Statistics Canada, Food available in Canada, Table 32-10-0054-01, 2024.
https://www150.statcan.gc.ca/tl /tbll /en/tv.action?pid=3210005401
> Statistics Canada, Housebold spending by household income quintile, Canada, regions and provinces, Table 11-10-0223-01, 2024.
https://wwwl50.statcan.gc.ca/tl /tbll /en/tv.action?pid=1110022301

¢ Ryan Cardwell, Chad Lawley, and Di Xiang, "Milked and Feathered: The Regressive Welfare Effects of Canada's Supply
Management Regime," Canadian Public Policy, Vol. 41, No. 1, March 2015, pp. 1-14.
https://utppublishing.com/doi/full/10.3138 /cpp.2013-062

7 US. Bureau of Labor Statistics, Mid-Atlantic Information Office, "Average Retail Food and Energy Prices, U.S. City
Average and Midwest Region," data through January 2026.
https://www.bls.gov/regions/mid-atlantic/data/averageretailfoodandenergyprices usandmidwest table.htm


https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1810000501
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3210005401
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110022301
https://utppublishing.com/doi/full/10.3138/cpp.2013-062
https://www.bls.gov/regions/mid-atlantic/data/averageretailfoodandenergyprices_usandmidwest_table.htm

each product that was then applied to the at-large data for every month of 2023. The adjustments in
question are modest with groceries in the midwestern United States being on average, ~10%
cheaper than those in the United States as a whole. Next, there is a need to estimate the cost of the
American groceries in real Canadian dollars. For the purposes of this study, this problem is more
complicated than it sounds. The simplest approach is to apply the CAD/USD exchange rate in each
month of 2023 to the prices of American groceries in each month of 2023. The problem with this
approach is that the CAD/USD exchange rate has fluctuated strongly in recent years. Therefore, if
you were to apply the same methodology in 2011, when the CAD/USD exchange rate was neat
parity, you would achieve a result very different from 2016, when the exchange rate was around 1.3
CAD/USD, even though the purchasing power of incomes on either side of the border did not
change as much. To solve this problem, an average of the last 20 years of annual CAD/USD
exchange rates from the Bank of Canada is taken.’ This average exchange rate is applied to the
American prices rather than the 2023 rate. This ensures continuity between estimates and aims to
better reflect real purchasing power on either side of the border. Next there is the need to obtain
Canadian price data. This is accomplished using data from Statistics Canada’s Monthly Average Retail
Prices database.” The process of obtaining price data is much easier for Canada because all data is
available through Statistics Canada and is already denominated in Canadian dollars.

Given Canadian and American price data, the next step is to estimate the cost per individual. This is
accomplished by multiplying the consumption baskets by the Canadian and American prices
respectively. This produces two estimates of the cost of the same basket, one with supply
management (the Canadian cost), and one without (the American cost). The cost of the American
basket is then subtracted from the Canadian one to estimate the annual cost that supply
management imposes on the Canadian consumer. The result is an estimated average annual cost of
$224 per capita.

Yet the CIS data comes in the form of households not individuals, so there is a need to tailor the
consumption estimate to each household. As mentioned eatlier, the estimate is adjusted by the
income of the household. It is also adjusted depending on the size of the household. Since the
consumption basket is calculated on a per capita basis, it is assumed to scale linearly with household
size. That is a household home to two individuals is assumed to consume twice as many supply
managed groceries as a one-person household and a seven-person household seven times as much.
Now that this scaling is complete, the cost estimated may be applied to each household in the CIS.

Poverty Calculation

As mentioned in the first section, Statistics Canada’s LICO is dependent on two factors: household
size and geography. Therefore, households in the CIS are given differing LICOs dependent on these
two factors.

8 Bank of Canada, "Annual exchange rates," 2025.
https://www.bankofcanada.ca/rates/exchange/annual-average-exchange-rates

% Statistics Canada, Table 18-10-0245-01, "Monthly average retail prices for selected products.”
https://wwwl50.statcan.gc.ca/tl /tbll /en/tv.action?pid=1810024501



https://www.bankofcanada.ca/rates/exchange/annual-average-exchange-rates/
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1810024501

Table A-1: 2023 Low-Income Cutoffs by Household Size and Geography

Rural areas Fewer than 30,000 to 100,000 to More than

30,000 people 90,000 people | 499,000 people | 500,000 people
1 person $ 16,548.00 $ 18,938.00 $21,126.00 $ 21,394.00 $ 25,297.00
2 people $ 20,141.00 $ 23,051.00 $ 25,714.00 $ 26,037.00 $ 30,788.00
3 people $ 25,080.00 $ 28,701.00 $ 32,018.00 $ 32,422.00 $ 38,338.00
4 people $ 31,287.00 $ 35,808.00 $ 39,946.00 $ 40,450.00 $ 47,829.00
5 people $ 35,628.00 $ 40,775.00 $ 45,488.00 $ 46,060.00 $ 54,463.00
6 people $ 39,513.00 $ 45,220.00 $ 50,448.00 $ 51,082.00 $ 60,401.00
7 people $ 43,397.00 $ 49,666.00 $ 55,406.00 $ 56,103.00 $ 66,339.00

Source: Statistics Canada, Table 11-10-0241-01 (Low-income cut-offs, 1992 base, before tax, in current dollars).

Once completed, the number of Canadian households living beneath the poverty line is estimated.
Next, each household is assigned an estimated cost of supply management depending on its size and
income. The calculation of this cost has already been detailed above. The estimated cost of supply
management for each household is subtracted from the same household’s LICO. This creates a
counterfactual: an estimate of what the same standard of living would cost in the absence of supply
management. The number of households that would be living in poverty in this scenario is
estimated. Finally, the estimate of the number of households that would be living in poverty absent
supply management is subtracted from the number of households living in poverty today. The
difference represents the number of households pushed into poverty because of supply
management. That number is 41,279 households and 120,083 individuals.



