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Give & Take?
Child Benefits & Prices in Northern Canada

Abstract

Cost of living is comparatively high in Northern Canada, which is a remote

and sparsely populated region served by retail oligopolies (40 percent of commu-

nities feature a monopoly, while the rest feature a duopoly). Government trans-

fers constitute a large share of household income in Northern communities, and

child benefits are particularly important, with these programs having expanded

in recent years (Universal Child Care Benefit in 2015 and Canada Child Benefit

in 2016). We assess the extent to which increased child benefits are “captured”

by retailers via higher prices. Using the Longitudinal Administrative Database

and community-level data on prices and food shipments from Nutrition North

Canada (2012-2019), we find that expanded child benefits are associated with

higher prices, with an elasticity of 0.027. And, while not statistically significant,

the quantity response is comparatively large, with an increase of 22 grams per

extra dollar of child benefits versus 3.6 grams per extra dollar of total income.

These results suggest that expanded child benefits coincide with an increase in

food demand, leading retailers to raise prices. The conjecture that Northern com-

munities are not pure “price-takers” is supported by our tests for heterogeneity,

where the price and quantity effects are driven by monopoly communities.

JEL Codes: I18, J15, D42
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1. Introduction

Our largest customer segments derive most of their income directly or in-

directly from government infrastructure spending or direct payment to

individuals in the form of social assistance, child care benefits and old age

security. While these tend to be stable sources of income, independent

of economic cycles, a decrease in government income transfer payments

to individuals, a recession, or a significant and prolonged decline in con-

sumer spending could have an adverse effect on the Company’s opera-

tions and financial performance. (North West Company, 2016, p.18)

Burnett and Hay (2023) describe how the long history of government financial

support in remote Indigenous communities has served as a form of corporate wel-

fare, supporting the profits of the Hudson Bay Company and the successor of its

operations in Northern Canada, the North West Company. As traditional Indige-

nous food pathways became circumscribed, the government introduced family al-

lowances that bolstered the demand for market food purchases. As late as the 1960s,

many communities and individuals were subjected to forced purchasing lists. Rather

than receiving an unconditional cash transfer, they could only spend their family

allowances on in-kind purchases of food from specific lists, preventing them from

buying the supplies needed for traditional subsistence activities, which provided the

only viable alternative to retail food purchases. Policies favouring retail purchases

over local food production have continued in recent years. For example, the fed-

eral government subsidizes the shipping of food to remote Northern communities

through Nutrition North Canada. Subsidies are paid directly to retailers, and they

are expected to relay the savings to consumers in the form of lower prices. Further-

more, from its implementation in 2011 until 2019, Nutrition North Canada did not
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provide support for traditional subsistence activities.

Also in recent years, there were major changes in federal child benefits, with ex-

pansions in both 2015 and 2016. In this paper, we examine how much of the increase

in child benefits was captured by retailers in the form of higher prices, while also

accounting for variation in market structure given that a large proportion of North-

ern communities feature a retail monopoly (approximately 40 percent in our sample).

The increase in benefits was explicitly noted in an annual report of the North West

Company, “Northern Canada is seeing more monthly income from the new Child

Care Benefit payments and will gain further as infrastructure spending picks up in

2017” (2016, p. 17). The extent to which this dominant retailer and others in the re-

gion are able to “capture” some of the expanded child benefits in the form of higher

prices is of direct relevance to policymakers given the importance of government

transfers in Northern communities where prices are persistently high and income is

comparatively low. In addition to its policy relevance in Northern Canada, this study

makes an important contribution to the empirical literature on the inflationary ef-

fects of government transfers, especially with respect to large-scale cash transfers in

developed countries.

Using Statistics Canada’s Longitudinal Administrative Database (LAD), combined

with community-level data from the Nutrition North Canada program from 2012 to

2019, we estimate the effect of expanded child benefits on local prices and quantities

of food demanded. We find that expanded child benefits are associated with higher

prices for a basket of goods, with an estimated elasticity of about 0.027. Moreover,

while the association between child benefits and quantity is not statistically signifi-

cant, the impact is large relative to other income sources (i.e., approximately 22 grams

per extra dollar of child benefits, compared to 3.6 grams per extra dollar of total in-

come). Taken together, these results suggest that communities, which experienced
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an increase in child benefits, also experienced an increase in food demand, leading

retailers to raise prices. The implication that Northern communities may not be pure

“price-takers” is supported by specifications in which we examine heterogeneity by

market structure. These results indicate that the average price effect we identify is

driven by monopoly communities, which have a child benefit elasticity estimate of

about 0.042. The quantity effect is also driven by monopoly (and non-Inuit) com-

munities, suggesting that child benefits still translated into greater food shipments

despite some “capture” by retailers in the form of higher prices. To put this capture

in perspective, the increase in food basket costs for a family of four offsets between

25 percent and 41 percent of the increased community-level purchasing power of

the child benefit expansion for the average and retail monopoly communities respec-

tively.

2. Background

2.1. Northern Communities & Prices

Delineated by the presence of permafrost, Northern Canada can be defined as the

three territories (i.e., Yukon, Northwest Territories, Nunavut) and the portions of

seven provinces that are situated above 50 degrees latitude (i.e., Newfoundland and

Labrador, Quebec, Ontario, Manitoba, Saskatchewan, Alberta, British Columbia). It

is a vast region, representing almost two thirds of the Canadian landmass (Natural

Resources Canada, 2017). The population – which is small and largely comprised of

Indigenous Peoples (i.e., those who identify as First Nations, Métis and/or Inuit) –

is located in isolated communities across the region.1 This isolation is reinforced by

1For example, only 0.3 percent of the Canadian population is located in the three territories. The
share of Indigenous Peoples ranges from 22 percent in Yukon to 86 percent in Nunavut, compared to
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limited transportation infrastructure. For example, only one percent of the Canadian

road network and 0.2 percent of the rail network are located in the three territories

(Dunlavy et al., 2009). Depending on the season, Northern communities receive im-

ported goods by plane or marine service (e.g., annual sealift), as well as temporary

ice roads in some cases.

The limited transportation infrastructure contributes to relatively high prices, as

does the lack of retail competition in the region. Specifically, of the 120 Northern

communities that do not have year-round access by surface transportation, 54 per-

cent have one full-service grocery store, while the rest have a second store. When

surveyed about their concerns with the retail environment, Northern residents re-

ported issues related to food quality and freshness, availability and variety, and high

prices (Burnett et al., 2017). Indeed, there is evidence that cost of living was 46 percent

higher in the territories compared to the rest of Canada between 1997 and 2009 (Daley

et al., 2015). Likewise, Duhaime and Édouard (2015) find that cost of living was 66

percent higher in Inuit Nunangat between 2007 and 2009.2 More recently, Robitaille

et al. (2018) find that cost of living was 28.7 percent higher in Nunavik (Northern

Quebec) compared to Quebec City in 2016. However, the estimate is considerably

higher for certain spending categories, such as food (54.6 percent), household opera-

tions and furnishings (48.7 percent), and alcohol and tobacco products (39.4 percent).

To offset the high cost of living, the federal government subsidizes the shipping of

eligible goods to communities that do not have year-round access by surface trans-

portation. This was historically done through the Food Mail Program, which was

replaced by Nutrition North Canada in 2011. Under the latter program, subsidies

five percent in Canada as a whole (Statistics Canada, 2024).
2Inuit Nunangat is the Inuit homeland in Canada, consisting of 51 communities in the Inuvialuit

Settlement Region (Northwest Territories), Nunavut, Nunatsiavut (Northern Labrador) and Nunavik
(Northern Quebec).
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are higher for communities that are more remote, and for food that is deemed more

nutritious and perishable. Unlike the Food Mail Program – in which eligible goods

received subsidized freight rates through Canada Post – subsidies are now paid di-

rectly to retailers. They submit claims after receiving eligible goods and are expected

to fully relay the subsidy to consumers in the form of lower prices. However, Nu-

trition North Canada has been criticized for insufficient transparency and account-

ability to ensure that subsidies are “passed through” to consumers, and there is a

widespread perception that the program has benefited retail oligopolies rather than

consumers (Burnett et al., 2017).3

As part of the program’s accountability measures, retailers are subject to periodic

compliance reviews and food price surveys. In terms of the latter, retailers receiving

the subsidy are required to report the prices of 67 food items weighing approximately

52 kilograms (i.e., 38 perishable items weighing 37 kilograms and 29 non-perishable

items weighing 15 kilograms). The prices of individual items are not publicly re-

leased. Rather, they are used to calculate the weekly cost of a nutritious diet for a

family of four, known as the Revised Northern Food Basket (RNFB). This is done

at the community level. For communities with a monopoly, prices reported by the

single retailer are used to calculate the RNFB. For communities with a duopoly, the

unweighted average prices across retailers are used (Galloway and Li, 2023).4

Using the community-level RNFB as a measure of prices, Galloway and Li (2023)

assess the extent to which subsidies are “passed through” to consumers. They find

that an extra dollar of subsidy reduces prices by 67 cents, on average, and pass-

3This is one of many criticisms of the program. Others include: insufficient funding; the exclu-
sion of goods that are important to Northern families; increased dependency on imports from South-
ern Canada; paternalism; and inadequate community consultation (Burnett et al., 2015; Food Banks
Canada, 2016; Galloway, 2014, 2017).

4For more information, refer to Nutrition North Canada (2023) and the Minister of Public Works
and Government Services Canada (2007).
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through is lower in communities with a retail monopoly. Likewise, Naylor et al.

(2020) find that retailers relay 91 cents of every dollar to consumers, with a 95 per-

cent confidence interval ranging from 64 cents to $1.17. The latter study is restricted

to a small sample of 25 communities in Nunavut, and identification relies on the as-

sumption that the relative prices of goods in Ottawa are a valid counterfactual for

the (unsubsidized) relative prices of the same goods in Nunavut. On the other hand,

Galloway and Li (2023) consider more than 80 communities across Northern Canada,

and they use reforms to Nutrition North Canada in 2016 and 2019 as plausibly exoge-

nous changes to subsidies, along with the inclusion of a control group. Contempo-

raneous work by Galloway and Li (2024) confirms their findings using product-level

data.

High prices – the mitigation of which is limited because subsidies are not fully

“passed through” by retailers – are challenging in Northern communities where in-

come is comparatively low. For example, Inuit Tapiriit Kanatami (2021) reports that

most households can afford less than 40 percent of the RNFB. And, those with very

low income can only afford six to 13 percent of the RNFB. This coincides with the

low-income rate in Inuit Nunangat, which was 19.9 percent in 2016 – ranging from

13.2 percent in Nunavik (Northern Quebec) to 22.4 percent in Nunavut. The national

average was 14.5 percent (Harding and St-Denis, 2021).5 Similarly, 57.0 percent of

families in Nunavut were food insecure in 2017-2018, compared to a national aver-

age of 12.7 percent. Among those with children, the rate of food insecurity was 78.7

percent in Nunavut, compared to a national average of 17.3 percent (Tarasuk and

5Low-income estimates for Inuit Nunangat do not account for differences in cost of living compared
to the rest of Canada, so they are likely understated. Moreover, these estimates do not accurately reflect
economic well-being in the presence of non-market subsistence activities, and they do not necessarily
reflect Indigenous conceptualizations of economic well-being. For example, “Inuit define poverty as
lacking economic wellbeing, lacking human capacities and capabilities, and social exclusion, including
loss of self-reliance and connectedness” (Inuit Tapiriit Kanatami, 2018, p. 4).
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Mitchell, 2020).

There is evidence that moving from the Food Mail Program to Nutrition North

Canada – which paid subsidies directly to retailers and shifted the focus to certain

communities and goods – has exacerbated food insecurity in Northern communi-

ties. Specifically, Fafard St-Germain et al. (2019) find that the policy change coincided

with a 43 percent increase in food insecurity in Nunavut. Daley et al. (2024) confirm

this finding, while expanding the analysis to communities outside of Nunavut, along

with considering alternative measures of food insecurity and various subgroups.

They find that moving from the Food Mail Program to Nutrition North Canada in-

creased food insecurity in the affected communities, and the impact was particularly

harmful to Indigenous families in the territories and Inuit Nunangat. They also find

that the detrimental impact of the policy change was heightened in the presence of

children, especially severe food insecurity among Indigenous families.

2.2. Reliance on & Expansion of Child Benefits

Coinciding with high prices and low income, Northern families are reliant on gov-

ernment transfers. For example, in Northern communities represented in the RNFB

data, Galloway and Li (2023) report that approximately 25 percent of household in-

come was derived from government transfers in 2015. Moreover, benefits targeted to

families with children are especially important in Northern Canada because the pop-

ulation is relatively young. In Nunavut, for example, the median age is 25.6 years

(versus 41.6 at the national level) and children are present in 46.8 percent of families

(versus 29.3 percent at the national level) (Statistics Canada, 2023). As we discuss

later, the importance of child benefits to Northern families is confirmed in Figure 1,

which shows that the income share of such transfers is considerable in communities
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represented in the RNFB data, and it increased from 4.5 percent in 2012 to almost 7

percent in 2019.

Indeed, as summarized by Baker et al. (2023), there were major changes in fed-

eral child benefits during our study period.6 First, the Universal Child Care Bene-

fit (UCCB), which was a taxable transfer for families with young children, was ex-

panded in 2015. Gross annual benefits increased from $1,200 to $1,920 for each child

under the age of six, and from $0 to $720 for each child aged six to 17. The expan-

sion was announced in the fall of 2014 and effective as of January 2015, but it was

not reflected in monthly payments until July, which included six months of retroac-

tive benefits. Coinciding with the expansion of the UCCB, the non-refundable Child

Tax Credit was eliminated, which was worth approximately $345 per taxpayer in

2015 (Battle, 2015).7 However, the UCCB expansion did not impact the longstanding

Canada Child Tax Benefit or National Child Benefit Supplement, which were tax-

free income-tested benefits dating back to the late 1990s. As of 2014, the Canada

Child Tax Benefit provided a maximum annual payout of $1,446 per child; it was

clawed back for families with an after-tax income above $43,953, such that the claw

back rate depended on the number of children in the household. The National Child

Benefit Supplement was targeted to lower-income families, providing a maximum

annual payout of $2,241 per child in 2014. Benefits were clawed back for families

with an income greater than $25,584, again depending on the number of children in

the household (Baker et al., 2023).

These federal child benefits – the expanded UCCB, Canada Child Tax Benefit and

6Refer to Battle (2015) and Milligan (2016) for a historical summary of child benefits in Canada.
Moreover, in addition to the major changes to federal programs described in our paper, it should be
noted that child benefits vary across provinces/territories (Kesselman, 2019) and federally across time
due to inflation indexing (Baker et al., 2023).

7Thus, as reported by Baker et al. (2023), the net benefit of the 2015 reforms varied depending on
the household’s tax situation (i.e., due to the marginal tax rate on the UCCB and elimination of the
non-refundable tax credit).
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National Child Benefit Supplement – were replaced by the Canada Child Benefit

(CCB) in 2016.8 The CCB is a tax-free income-tested transfer, which was announced

in the federal budget in March 2016. Implementation occurred in July of that year

and, unlike the UCCB expansion, retroactive benefits were not provided. At the time

of implementation, the CCB provided maximum benefits to families with an annual

net income of $30,000 or less (i.e., $6,400 per year for each child under the age of six,

and $5,400 per year for each child aged six to 17). Benefits are clawed back for house-

holds with income between $30,001 and $65,000, and again for those income above

$65,000. The claw back rates increase with the number of children in the household.

Relative to the earlier patchwork of programs, the CCB provides constant or higher

benefits for most households with children, combined with a lower implicit tax rate

(Najjarrezaparast and Pendakur, 2021).9 Households with income less than $30,000

or around $80,000 experienced an increase in child benefits of approximately $800

per year. The largest increase occurred among families with an income of $50,000;

benefits increased by about $2,000 per year. This is consistent with Najjarrezaparast

and Pendakur (2021), who report that annual benefits increased by more than $2,000

per child for most recipient households.

There is evidence that the 2015 and 2016 changes to federal child benefits – es-

pecially the introduction of the CCB – coincided with improvements in economic

well-being at the national level. For example, Baker et al. (2023) find that the CCB

8The CCB also replaced the Family Tax Cut, which was implemented in 2014. The Family Tax
Cut allowed parents to shift up to $50,000 in taxable income from the higher earning spouse to the
lower earning spouse, to a maximum benefit of $2,000 (Battle, 2015). Likewise, the CCB replaced two
smaller programs: (1) the Children’s Fitness Tax Credit, which was worth up to $150 in refundable
tax credits per child as of 2015; and (2) the Children’s Arts Tax Credit, which was worth up to $75 in
non-refundable tax credits per child as of 2015. Eligible expenses for these credits were halved in 2016,
then completely eliminated in 2017.

9However, Baker et al. (2023) find that the CCB reduced benefits for families with an annual in-
come above $140,000, largely affecting single parents and two-parent/single-earner families within
this income range.
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reduced child poverty by 11 percent among families headed by a single mother, and

by 17 percent in two-parent families. Similarly, the CCB reduced the likelihood of se-

vere food insecurity at the national level, especially among families with low income

(Brown and Tarasuk, 2019). These findings are consistent with Najjarrezaparast and

Pendakur (2021), who find that rental-tenure households with less-than-median in-

come increased their annual spending on necessities after the introduction of the CCB

– by about $700 on food, $1,400 on shelter and $350 on clothing.

2.3. Transfers & Prices

Recent papers have explored a series of positive non-pecuniary outcomes from both

cash and in-kind transfers, which include: peer effects on school enrolment (Bobo-

nis and Finan, 2009), child health (Hoynes et al., 2016), and psychological well-being

(Haushofer and Shapiro, 2016). However, despite their rise in popularity, little is

known about potential price effects of such transfers. Further, as noted by Jones and

Marinescu (2022), most studies focus on randomized controlled trials in developing

countries. Thus, there has been a dearth of studies that examine large-scale trans-

fers and/or those occurring in developed countries. This is of particular importance

given that Leung and Seo (2023) note “price effects could attenuate the real spending

power of government transfer payments and distort the redistributions such transfer

programs intend to achieve” (p. 1).

Among the studies situated in developing countries, Egger et al. (2022) show that

cash transfers in Kenya predict a demand-led expansion in economic activity, which

translates into rising household expenditures (even among untreated households),

an increase in the wage bill, and a small increase in firm profits. The authors fur-

ther conclude that such transfers caused minimal impact on local prices. Cunha et al.
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(2019) analyse the impacts of both in-kind and cash transfers in rural Mexico, where

the former consisted of direct food shipments. Notably, cash transfers had no impact

on prices, and in-kind transfers caused prices of the goods in question to fall, espe-

cially in poorer villages. Filmer et al. (2018) find that a major conditional cash transfer

in the Philippines increased the nutritional status of children in recipient households,

particularly through increased consumption of protein-rich food; they also note that

there was a reduction in health among non-eligible children. The authors further ar-

gue that this general equilibrium negative externality is likely the result of large scale

eligibility, which had inflationary implications.

Attanasio and Pastorino (2020) argue that cash transfers may actually have harm-

ful price effects - even among recipients - for the most vulnerable segments of society

when markets are not necessarily competitive. That is, a portion of these transfers

may be appropriated by firms in order to increase profit margins. And while they ac-

knowledge that previous findings tend to find that cash transfers do not cause price

increases, they also contend that measuring inflation through average unit prices may

mask adverse impacts on the poor. For instance, they note that the Progresa cash

transfer in Mexico caused unit prices of small quantities of food to increase, while

unit prices of larger quantities of the same good decreased. And, given that the poor

are more likely to purchase smaller quantities, cash transfers may price the poor out

of the market. Consequently, they note that an effective cash transfer must be ac-

companied by policies that reduce market power (e.g., by lowering production and

transportation costs).

As noted above, the price impacts of transfers in developed countries is scant.

Among the few exceptions, Jones and Marinescu (2022) examine a universal annual

cash payment in Alaska. Spanning 1982-2015, their difference-in-differences esti-

mates (using synthetic control methods) suggest that price increases resulting from
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the cash transfer were not statistically significant over this period, which is broadly

in line with the results in developing nations. Otherwise, most studies focus primar-

ily on a quasi-cash, in-kind transfer: the Supplemental Nutrition Assistance Program

(SNAP).10

Leung and Seo (2023) find that from 2006-2015, a one percent increase in SNAP

transfer payments was associated with a 0.08 percent increase in grocery store prices

with inflation being somewhat higher in regions with more SNAP participation and/or

increased grocery store concentration. Further, their estimates suggest that retailers

increase the mark-up on both eligible and ineligible SNAP products, causing a small

yet negative impact on non-eligible households, which corroborates work by Chen

and Rey (2012). However, both Jaravel (2018) and Makioka (2018) argue that the

expansion of SNAP benefits during the mid 2000s has put downward pressure on

grocery prices, especially in regions with higher concentrations of SNAP beneficia-

ries.11 They posit that long-run supply responses to increased demand have increased

product variety and reduced retailer margins, both of which have had direct impacts

regarding welfare gains among recipients.

Shapiro (2005) and Hastings and Washington (2010) argue that transfer recipients

tend to increase consumption, directly after receiving their benefits, which typically

occurs at the beginning of the month. In particular, both find evidence of short-run

“impatience”, which Shapiro (2005) defines as hyperbolic discounting and a violation

of the permanent income hypothesis. Likewise, Hastings and Washington (2010) note

that recipients tend to shop more when benefits are received, with a monotonic de-

10Aiding about 1 in 8 Americans, or almost 20 percent of households, SNAP is the second largest
means-tested program (Medicaid being the largest) in the United States (Hastings and Shapiro, 2018).
Transfers from this program are paid out as monthly lump sums, which can be used to purchase most
grocery items at participating stores (Goldin et al., 2022).

11The scale of SNAP expanded over this time frame given a reduction in the transactions costs
required to receive the transfer (e.g., simplified reporting) (Ganong and Liebman, 2018).
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crease in spending during the weeks thereafter. Further, they find that decreased food

expenditures are due to a reduction in the quantity, not quality, of food. Lastly, they

also note that prices tend to fall by about three percent over a given month. There-

fore, both Shapiro (2005) and Hastings and Washington (2010) argue that smaller,

but more frequent, cash transfers would help reduce this purchase cycle. Moreover,

staggering the timing of benefits across recipients, rather than issuing the transfer to

everyone at the beginning of the month, would also help reduce the general fall in

prices over a given month.12

Finally, for most eligible households, their spending on food is greater than what

they receive in SNAP benefits, implying that such transfers could be regarded as cash

transfers. However, Hastings and Shapiro (2018) show that the marginal propensity

of food consumption is typically about 0.1 concerning household income, and 0.5-

0.6 regarding SNAP transfers. Consequently, they argue that SNAP benefits are not

fungible given that SNAP recipients only increase their non-food spending by a neg-

ligible amount. Thus, households appear to treat SNAP benefits differently than cash

- a phenomenon known as “mental accounting” (Thaler, 1999).

3. Data

Our analysis combines two main sources of data. We use income data from the LAD

for the years 2012-2019. The LAD is an administrative dataset that includes a rep-

resentative 20 percent sample of all Canadian tax-filers. These data provide us with

four important nominal income measures: total income, and three constituent cate-

gories: market income, child benefit income, and government transfer income (ex-

12This is disputed by Goldin et al. (2022), who find that when transfer payments are issued at the
same time every month, there is indeed an immediate rise in expenditures; however, such predictable
fluctuations in demand do not impact grocery prices.
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cluding child benefits). We limit the LAD data to the set of Northern communities

that are represented in the RNFB data described earlier. These communities are a sub-

set of those eligible for the Nutrition North Canada program. Galloway and Li (2023)

present descriptive statistics for these communities, which tend to be small (mean

population 1,000), mostly Indigenous (94 percent), and poor by Canadian standards

(median household income of $32,334 in 2015 versus $70,336 for Canada).

Based on the LAD, Figure 1 provides an overview of changes in mean income for

the population of tax-filers in RNFB communities during our sample period. Total

income rose by almost $8,000 during this period, mostly driven by increases in mar-

ket income. However the increase in child benefits was substantial at over $1,600

(from $1500 in 2012 to $3100 in 2019), representing a 107 percent increase.13 As a

share of total income in these communities, child benefit payments rose from about

4.5 percent to almost 7 percent. Increases in other government income were smaller

than increases in child benefits and were concentrated in an earlier period. Notably,

the population of households filing for child benefits increased over this period by

about 11 percent, while the total population of tax-filers increased by 8 percent. Con-

sequently, the share of tax-filers receiving child benefits was fairly constant, rising

from 26.6 percent to 27.3 percent, so almost all of the growth in mean child benefit

income in a community was on the intensive, per recipient margin.

Because only one-quarter of tax-filers in these communities receive child bene-

fits, the increase in mean child benefit income for recipients was almost four times

higher than for the average tax-filer and close to $6,000. This represents a very large

increase in income for a population that, by definition, has lower income and more

children. This population is likely to have a much higher propensity to purchase food

given marginal increases in income. The size of the child benefit income shock at the

13Notably, this coincides with the expansions of child benefits in 2015 and 2016 as described earlier.
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community level induced by the policy changes depends on the joint distribution of

income and children in each community.

The second source of data for our analysis comes from Nutrition North Canada

(2023), which contains two important community-level public-use variables: cost of

the RNFB and the quantity of (subsidized) food shipped. As noted earlier, the RNFB

reflects the weekly cost of a nutritious diet for a family of four, based on food price

surveys completed by retailers receiving the Nutrition North Canada subsidy. Items

in the RNFB are selected to reflect local preferences and availability, as well as nu-

tritional adequacy. Although the basket is not representative of local diets and is

biased away from unhealthy processed foods, it still captures the price of a large

and important set of products (including less nutritious staples such as sugar, lard,

margarine, and butter) (Minister of Public Works and Government Services Canada,

2007). The data are reported on a quarterly basis and are averaged across stores at

the community level. They are also mostly derived from three retailers. The North

West Company is the dominant retailer in the region and is present in almost every

sample community. The remaining two retailers are Inuit co-ops (La Federation des

Cooperatives du Nouveau-Quebec and Stanton).14 The quantity data measures the

total weight of subsidy-eligible food shipped per quarter to each community, for all

retailers.

These data are supplemented with three additional variables. First, we include a

“synthetic” measure of the national average price of the RNFB, derived from Statistics

Canada data on the average monthly price of relevant commodities. We match 40

items in the RNFB to products in this dataset, use the RNFB quantity weights to

aggregate these product prices, and then scale them to equal the average price of

14An important limitation of the public RNFB data is that one major retailer, the Inuit Arctic Co-op
Limited, is excluded from the public calculations.
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the RNFB purchased in Ottawa between 2005 and 2009 (based on an earlier RNFB

data set reported on a government website). We also include a measure of average

national gas prices, which may affect freight and energy costs, thereby affecting retail

prices. Finally, we include a dummy variable for whether communities are eligible

for the full Nutrition North Canada subsidy. This is important as 11 communities in

our sample transitioned from a partial subsidy (worth $0.05 per kilogram for eligible

goods) to a full subsidy (worth up to $2.85 per kilogram for eligible goods) in October

2016, around the same time as the introduction of the CCB.15

Figure 2 reports the annual averages of prices and quantities for our sample com-

munities over the 2012-2019 period, with a vertical line denoting the introduction of

the CCB. The left panel shows that the average cost of the the RNFB in our sample

communities did not change much during our study period, but was trending up in

the period before 2016, falling between 2016 and 2017, and rising once again. This

pattern can also be observed in national average prices, suggesting that the path of

national prices may capture common cost factors affecting these communities dur-

ing this period. The right panel shows that quantities of subsidized food shipped

fluctuated, but did not change much during the sample period; excluding 2012, there

appears to be some correlation with prices in that periods of rising food prices are

associated with a greater quantity shipped. Overall, these patterns suggest that it

is important to account for national food prices, as a simple comparison of average

food prices for RNFB communities in the periods immediately before and after the

introduction of the CCB is likely to be biased.

15Note that there was an additional expansion of Nutrition North Canada in January 2019, but the
increase in the subsidy content of the RNFB did not vary much across communities.
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4. Estimation

Our empirical approach exploits community-level (i) variation in income and child

benefit payments over time (t). To estimate the effects of income y on the price of the

RNFB (P ), we consider the following log-log regression specification:

ln(P̄ )it = αi + β ln(ȳ)it +
K∑
j=1

ΩjX
j
it + ϵit. (1)

Notably, we use the mean RNFB cost during the year (akin to Figure 2), along with

community-level mean income. We also include community fixed effects (αi) to ac-

count for time-invariant factors that affect pricing (e.g., remoteness, retail costs and

competition, along with a community’s baseline income level and food demand).

For the vector of time-varying controls (X), we consider the cost of the “synthetic”

RNFB (purchased in Ottawa) and national gas prices (both log-transformed), as well

as a dummy variable for whether the community receives the full Nutrition North

Canada subsidy. We also consider regressions with year fixed effects, such that the

identification of income effects comes only from comparing communities with higher

versus lower income changes. This discards the variation related to the large aver-

age increase in child benefits (or other income sources) during our sample period as

shown in Figure 1 and, instead, relies on the fact that differences in the joint distribu-

tion of income and children in these communities led to differential increases in child

benefit income. Akin to Figure 1, we estimate specifications using (i) total income and

(ii) total income divided into three categories - market income, child benefit income,

and other government transfer income.

In addition to the impact on RNFB prices, we also consider whether income changes

affect the quantity of food demanded at the community-level. In this instance, we
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consider the total quantity of subsidized food shipped to each community (Q) dur-

ing the year and measures of community-level income (total, market, child benefits,

other government transfers), so income coefficients can be interpreted as the change

in kilograms of subsidized food shipped to a community per marginal dollar of in-

come. Thus, we consider the following regression model:

Qit = αi + βYit +
K∑
j=1

ΩjX
j
it + ϵit (2)

Table 1 reports the results of unweighted community-level regressions using or-

dinary least squares.16 Standard errors are clustered by community. Columns 1 and

2 show that, as expected, local food prices reflect national trends over time and are

lowered when communities gain access to the full Nutrition North subsidy. Mean

income in the community does not appear to be strongly related to RNFB prices, but

when we separately observe the sources of income, we find a statistically significant

elasticity of 0.027 for child benefit transfers. The elasticity of prices with respect to

other sources of income is not significantly different than zero. Columns 3 and 4

repeat the same specifications but with time fixed effects, such that the coefficients

on income can be interpreted as causal subject to the standard assumptions about

two-way fixed effects and difference-in-differences type regression models. The mag-

nitudes and statistical significance of the coefficients are similar, suggesting that our

controls in columns 1 and 2 indeed capture the common time-varying factors relevant

for prices in these communities.

Column 5 indicates that having access to the full Nutrition North subsidy and

total community income are strongly associated with the quantity of subsidized food

shipped. An extra dollar of income is associated with an extra 3.6 grams of subsidized

16Estimates weighted by the population of tax-filers in each community are similar and available on
request.
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food shipped. When we split up the sources of income in column 6, only market

income is statistically significant. While the coefficient for child benefits is noisily

estimated, it is much larger than other income sources (closer to 22 grams per extra

dollar of income). Columns 7 and 8 show that these results are robust to the inclusion

of time fixed effects.

The results in Table 1 indicate that communities that experienced larger increases

in child benefits also experienced larger increases in food demand, leading retailers to

raise food prices. This is a standard economic result of a positive demand shock given

an upward supply curve, and suggests that Northern communities may not be pure

“price-takers”, whereby prices are largely determined on the national/global market.

However, this does not specifically implicate the behaviour of local retailers and the

lack of retail competition, and could be driven by various cost factors. To shed more

light on this specific transmission mechanism, we consider a series of regressions

where we interact our income variables with an indicator for whether there is a retail

monopoly in the community. Over 40 percent of the communities in our data (35 out

of 87) feature a retail monopoly, typically a store owned by the North West Company,

while the remainder typically feature duopoly competition between a North West

Company store and a co-op.

Because most of the competing stores are Inuit co-ops, the presence of a monopoly

is largely collinear with Inuit majority in the community; thus, we can consider this

as a separate but highly negatively correlated interaction. Note that Galloway and

Li (2023) find that non-monopoly and Inuit communities typically have higher in-

comes – for a similar sample, the 2015 median household income is 40 percent lower

in monopoly communities than non-monopoly communities. We also consider in-

teractions with 2012mean community income (measured in continuous terms), as a

given increase in child benefits in a community is likely to be more impactful on food
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demand when it is large relative to other sources of income (both at the community

and household level). We consider interactions with these three variables separately

and together, with the caveat that they are highly correlated and we only have 87

communities; therefore, we have low power to detect statistically significant effects

for highly correlated community-level variables.

Table 2 presents the results of these interaction specifications, which reveal a cer-

tain degree of heterogeneity in the effect of child benefits on prices and quantities.

For brevity purposes, we only report results for the specifications with year fixed ef-

fects. The results for prices in columns 1 through 4 suggest that the average effect

on prices is largely driven by communities with a monopoly, as the coefficient on

the monopoly interaction is large and statistically significant. Additionally the coef-

ficient on child benefits, which can be interpreted as the price effect of child benefits

for non-monopoly communities, is small and not significantly different than zero.

Price effects also appear to be driven by non-Inuit communities, but the difference is

not statistically significant at conventional levels. Similarly, the price effect of child

benefit transfers is largest in the communities with lower initial mean income. The

monopoly interaction is no longer significant at conventional levels when including

all interactions, which is not surprising given the strong correlations between these

variables; however, magnitudes remain fairly similar.

The results for quantities in columns 5 through 8 suggest that demand for subsi-

dized foods increased more in non-Inuit communities and those characterised by a

monopoly, when child benefits expanded. Further, these effects persist when control-

ling for all interaction terms. This suggests that the magnitude of the demand shock

for food resulting from child benefit expansion was larger in these communities for

reasons that are unclear, but likely related to the joint distribution of income and chil-

dren across households leading to a higher marginal propensity to consume food out



22

of the increased child benefits. Given that these communities experience larger price

increases, this can be seen both as a positive for the impacts of child benefits (i.e.,

child benefits still translated into greater food shipments despite some “capture” by

retailers in the form of higher prices), or as part of the causal mechanism underlying

the heterogeneous price effects.

Although child benefit expansion was a national policy and did not target community-

level trends, the potential correlation of such trends with differences in income changes

induced by child benefit expansion across communities is the primary threat to iden-

tification. To directly address this concern, we consider a “dynamic” regression,

where we replace the contemporaneous measure of child benefits (CB) with the

change in child benefits between 2015 and 2017 interacted with a dummy variable

for every period (d). The other controls are similar to columns 2 and 6 of Table 1.

That is, we consider the following regressions:

ln(P̄ )it = αi +
2019∑

m=2012

βm∆ ln(C̄B)i × dm +
K∑
j=1

ΩjX
K
it + ϵit; (3)

Qit = αi +
2019∑

m=2012

βm∆CBi × dm +
K∑
j=1

ΩjX
K
it + ϵit. (4)

In both instances, βm captures the effect of child benefit expansions in different years.

We would expect zero effects in the pre-period and persistent positive price and

quantity effects in the post-period (2016 and later).

We report key estimates in Figure 3 for both prices (left panel) and quantities (right

panel), along with 95 percent confidence intervals. We omit the 2015 interaction term

so that coefficients can be interpreted as the effects of child benefit expansions on

prices and quantities relative to the year before benefits increased. For prices, there do

not appear to be any significant trends correlated with the benefit expansion prior to
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2015, and there is an immediate and persistent increase in prices thereafter (although

the 2017 coefficient is not statistically significant). For quantities of subsidized food,

we again see little evidence of pre-trends and there is some indication of an increase

in the post period, although like our regression results in Table 2, these effects are not

statistically significant, given large standard errors.

To interpret the magnitude of the price effects and the extent of program “leak-

age,” we consider the implications of our estimated child benefit price elasticities of

0.027 for the average community (Table 1) and 0.042 for the average monopoly com-

munity (Table 2). The average expansion in child benefits for the sample is $1600

or 0.73 log points, implying a 0.018 (0.03 monopoly) log point increase in the RNFB

price. The mean price of the RNFB in our sample is $410 (similar for monopoly and

non-monopoly communities). This translates into a $7.44 ($12.49 monopoly) increase

in food costs per week, which represents a $386.88 ($649.48 monopoly) increase in

the average annual grocery bill for a family of four. Thus 25 percent of the increase

in community-level purchasing power over food brought about by child benefit ex-

pansion was offset by higher prices for the average community and 41 percent for

monopoly communities. Since a bit less than half of households receive child bene-

fits, this community-level effect implies an effective “tax” on child benefit receiving

households that is about half this magnitude, combined with a substantial externality

imposed on non-receipients.

5. Discussion & Conclusion

This paper argues that cash transfers have inflationary effects, particularly in remote

Northern regions where retailers have substantial market power. Consequently, com-

munities that are characterized by a monopoly are likely to observe the retailer “cap-
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turing” some of the transfer through price increases. The typical child benefit recip-

ient in our sample communities experienced an increase in income of about $6,000

per year, such that the purchasing power of these higher benefits in terms of food

was eroded by 7 to 11 percent. However, in the presence of a monopoly, this “tax”

increases by an estimated 50 percent. While recipients of the transfer still observe

a net gain, it should be noted that price effects impact everyone in the community,

which corroborates past research on large-scale SNAP transfers in the US (Leung and

Seo, 2023).

We identify three avenues of future research. First, studies may wish to use

product-level price data that has recently been made available. Attanasio and Pas-

torino (2020) suggest that for a given product, the smaller packages purchased by low

income households tend to have larger price increases in response to increases in ben-

efits. Examining differential price responses along this margin would be interesting

in our context. With data on expenditure patterns, differential price responses across

products also have important implications for inequality in inflation across house-

holds. Second, while the child benefit expansion represented a large shock in these

communities, the income shock represented by COVID-19 benefits weas even larger;

the implications of this shock in our setting may be quite different given that it was

not expected to be permanent, and coincided with supply-shocks and behavioural

changes. Finally, an examination of the effects of income shocks on hunting and con-

sumption of traditional foods is warranted - especially given evidence from recent

research that these may be quite income elastic (Georgiev and Li, 2024).

Understanding the effects of targeted cash transfers, such as child benefits, on

prices within various market structures adds to the limited literature on this topic

in developed countries. This is especially true given the work to date has primarily

focussed on the US, with particular emphasis on SNAP, and has not looked at small
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spatial scales where researchers can identify locations with high degrees of market

power. While this paper offers a first look at the impacts of cash transfers on retail

prices in Northern Canada (which is comprised of a relatively young and vulnera-

ble population), outcomes like nutrition, consumption and food insecurity are also

important when assessing such transfers. In addition to the recent work that has an-

alyzed the impact of policy changes on food insecurity in Northern Canada (Daley

et al., 2024; Tarasuk and Mitchell, 2020), examining the marginal impact per dollar of

various subsidies (e.g., Nutrition North Canada, the CCB) on health and well-being

would allow policymakers to evaluate current programs in greater depth.
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Figure 1: Mean community-level income changes



31

25
0

30
0

35
0

40
0

45
0

M
ea

n 
R

N
FB

 c
os

t (
$)

2012 2014 2016 2018 2020
Year

Sample communities Canada

82
00

0
84

00
0

86
00

0
88

00
0

90
00

0
Q

ua
nt

ity
 o

f s
ub

si
di

ze
d 

fo
od

 s
hi

pp
ed

2012 2014 2016 2018 2020
Year

Figure 2: Prices & quantities



32

-.0
5

0
.0

5
C

hi
ld

 b
en

ef
it 

ex
pa

ns
io

n 
co

ef
fic

ie
nt

2012 2014 2016 2018 2020
Year

A. Prices (logs)

-.0
2

0
.0

2
.0

4
.0

6
C

hi
ld

 b
en

ef
it 

ex
pa

ns
io

n 
co

ef
fic

ie
nt

2012 2014 2016 2018 2020
Year

B. Quantity (KG)

Figure 3: Child benefit expansion effects at different time points



33

Table 1: Estimated effects of income on prices & quantities in Northern communities

(1) (2) (3) (4) (5) (6) (7) (8)

ln(RNFB Price) Total kilograms of subsidized food shipped

ln(Synthetic RNFB) 0.445*** 0.341*** 62,779 -11,324

(0.074) (0.062) (94,641) (69,551)

Full subsidy -0.070*** -0.074*** -0.079*** -0.073*** 32,949** 24,611 22,841 21,431

(0.017) (0.018) (0.018) (0.018) (13,921) (17,459) (18,554) (19,052)

ln(gas prices) 0.037 0.009 21,655 -10,020

(0.026) (0.026) (39,188) (32,047)

ln(ave. total income) 0.010 -0.012

(0.021) (0.022)

ln(ave. market income) -0.007 -0.009

(0.014) (0.015)

ln(ave. child benefits) 0.027*** 0.025**

(0.008) (0.010)

ln(ave. oth. gov.) -0.010 -0.010

(0.016) (0.017)

Total income 0.004*** 0.003***

(0.001) (0.001)

Total market income 0.003*** 0.003***

(0.001) (0.001)

Total child benefits 0.022 0.015

(0.017) (0.020)

Total oth. gov. -0.003 0.000

(0.010) (0.010)

Constant 3.294*** 4.076*** 6.176*** 6.043*** -283,605 304,064 198,921*** 205,955***

(0.437) (0.349) (0.233) (0.213) (696,747) (493,313) (25,638) (37,035)

Community FE Yes Yes Yes Yes Yes Yes Yes Yes

Year FE No No Yes Yes No No Yes Yes

R-squared 0.876 0.882 0.888 0.891 0.990 0.990 0.991 0.991

Standard errors clustered by community in parentheses. *** p<0.01, ** p<0.05, * p<0.10. We are not able to report the number
of observations but our sample is an unbalanced panel containing up to 87 communities and up to 8 years per community
(ranging from 2012-2019). The synthetic RNFB and gas price variables are dropped with the inclusion of time fixed effects,
given they have no within-community variation.
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Table 2: Heterogeneous effects of child benefits on prices & quantities in Northern
communities

(1) (2) (3) (4) (5) (6) (7) (8)

ln(RNFB Price) Total kilograms of subsidized food shipped

Full subsidy -0.085*** -0.082*** -0.079*** -0.091*** -31,196 1,263 13,965 -42,501

(0.018) (0.019) (0.018) (0.018) (37,347) (25,935) (19,439) (37,432)

ln(ave. child benefits) 0.007 0.036*** 0.327 0.199

(0.017) (0.011) (0.242) (0.241)

ln(ave. child benefits) 0.035** 0.024

× Monopoly (0.017) (0.018)

ln(ave. child benefits) -0.028 -0.018

× Inuit (0.018) (0.019)

ln(ave. child benefits) -0.029 -0.017

× ȳ2012 (0.024) (0.024)

Total child benefits 0.002 0.025 0.097 -0.322

(0.012) (0.024) (0.126) (0.256)

Total child benefits 0.091** 0.078**

× Monopoly (0.041) (0.038)

Total child benefits -0.046** -0.046*

× Inuit (0.022) (0.027)

Total child benefits -0.008 0.035

× Y2012 (0.013) (0.027)

Constant 6.133*** 6.126*** 6.106*** 6.200*** 237,702*** 220,361*** 209,637*** 273,176***

(0.236) (0.225) (0.216) (0.232) (39,722) (39,663) (39,549) (49,655)

Community FE Yes Yes Yes Yes Yes Yes Yes Yes

Year FE Yes Yes Yes Yes Yes Yes Yes Yes

R-squared 0.894 0.893 0.892 0.895 0.993 0.991 0.991 0.994

Standard errors clustered by community in parentheses. *** p<0.01, ** p<0.05, * p<0.10. We are not able to report the number
of observations but our sample is an unbalanced panel containing up to 87 communities and up to 8 years per community
(ranging from 2012-2019). Other income sources are also included as controls but not reported.


