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Importance 

Canada is a net exporter of canola, with a total 

production of approximately 19 million tonnes 

annually (five-year average) and consumption of 

about two million tonnes. Of the total production, 

over 90 per cent is destined for the export market, 

either as seed or as processed canola; with 53 per 

cent of production exported annually as seed and 

about 40 per cent as either oil or meal.  

 

By province, Saskatchewan accounts for 54 per cent 

of Canada's canola crop with production estimated 

at 11.3 million tonnes. Alberta accounts for about 30 

per cent (with an output of 6.4 million tonnes), 

followed by Manitoba which grows 3.1 million tonnes 

or 15 per cent of Canada's crop.  

China’s import restriction 

China has long been the largest importer of 

Canadian canola. However, in 2019, China imposed 

import restrictions on unprocessed canola seeds.  

 

Prior to these restrictions, China’s import of canola 

seed from Canada peaked at $2.8 billion in 2018 

(Figure 1). Alberta’s seed export to China in the 

same year was valued at $831 million. About 41 per 

cent of Canada’s (and Alberta’s) export of canola 

seed went to China.  

 

The import restrictions resulted in a sharp decline in 

2019. The value of canola seed export to China fell 

by almost 70 per cent (73 per cent for Alberta) when 

compared to 2018 numbers. Total export fell by 26 

per cent (34 per cent for Alberta). This indicates a 

net deficit of about 30 per cent. That is, there is 

excess production of canola in Canada destined for 

export markets. 

 

Figure 1: Canada’s Export of Canola Seed by Country, 2015-

2019 ($million) 

 

Trade responds to price, income  

An accurate knowledge of the response of imports 

and exports to income, relative prices and policy 

changes is important. It helps with trade policy 

formulation, identification of priority markets and in 

negotiating preferential trade agreements. This 

analysis decomposed import demand elasticities (i.e. 

the demand for import quantities in response to price 

and income changes) into income elasticity and 

price elasticity of demand for canola. This approach 

captures the responsiveness of imports to income 

and relative prices in a disaggregated manner.  

We estimated import demand elasticities for selected 

countries.  
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A country’s per capita consumption and value of 

import are found to be significant determinants of its 

import elasticities. A positive income elasticity is an 

indication that canola is a normal good for the 

country, while a negative income elasticity is 

indicative of an inferior product1. 

 

When positive, a countries’ share of income 

allocated to canola seed increases as average 

disposable income increases. The opposite happens 

when negative, i.e. the share of income allocated to 

canola drops as income increases.  

. 

Moreover, an income elasticity for canola close to 

one indicates that the country shows a greater 

preference for canola than countries with income 

elasticities much less than one.  

 

Table 1. Income elasticity for canola in importing 

countries 

Importer Income elasticity 

China 0.88 

India 0.81 

Japan 0.80 

Pakistan 0.24 

Bangladesh 0.10 

Mexico -0.55 

United States 0.16 

 

Table 1 shows that China has the highest income 

elasticity for canola, followed by India and Japan. 

However, in actual demand, India imports a 

negligible amount of canola seed from Canada.  

 

Based on the econometric estimation, Canada ought 

to have a higher market penetration into India, 

considering that its income elasticity for canola is 

very close to that of China. Similar conclusions could 

be drawn for Pakistan and to a lesser degree for 

Bangladesh. 

 

Import of oilseed by India is negligible. India 

produces 35 million tonnes of oilseed, 18 per cent of 

this is rapeseed. Import duties are generally high for 

                                                      
1 Consumption of a normal good increases as income increases, 

while consumption of an inferior good decreases as income 
increases. (i.e. consumers substitute away from it). 

oilseeds in India, up to 49.5 per cent, which includes 

a 10 per cent social welfare access. There are also 

complex phyto-sanitary requirements. 

 

In light of the restriction on canola export to China, 

India, with similar demographics, may be an 

alternative market for Canadian canola. India 

already imports small quantities of canola oil from 

Canada (about $7.8 million of crude and refined oil 

and canola seed from Alberta).  

 

Increasing market share requires negotiating a 

preferential trade agreement with India, as well as a 

deeper understanding of the drivers of oilseed 

demand in India. 

 
 

Take home messages 

 Canada exports approximately 17 million 

tonnes of canola annually (five-year average). 

 China has long been the largest importer of 

Canadian canola reaching its peak at $2.8 

billion in 2018 (Figure 1). However, import 

restrictions resulted in a sharp decline in 2019.  

 An accurate knowledge of the response of 

imports and exports to income, relative prices 

and policy changes helps with policy 

formulation, identification of priority markets 

and in negotiating preferential trade 

agreements. 

 Based on the estimation, Canada ought to 

have a higher market penetration into India 

with potential value of about $1.6 billion. 

 India already imports small quantities of canola 

from Alberta worth about $7.8 million, but 

barriers exist. 

 In light of the restriction on canola export to 

China, India may be an alternative market for 

Canadian canola.  

 This requires negotiating a preferential trade 

agreement with India, as well as a deeper 

understanding of the drivers of oilseed 

demand in India. 
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