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ABSTRACT 

With the deep recession now forecast for the world economy, trade can be expected to fall even more 

steeply. Agricultural trade will be less significantly affected, being insulated by its relatively low 

income elasticities of demand. However, a drop in the range of 12 to 20 percent in real trade value 

should be expected. Canada can be expected to share in this, but, within agricultural exports, cereals 

will be least affected. This minimal expected impact to cereals stems from the risk of wheat export 

bans by Russia and Kazakhstan, due to the resulting increase in wheat prices. Livestock, pulses, and 

horticulture can be expected to face a larger decline in trade prospects and revenues. An equally large 

threat to falling incomes in our trade partners is their policy responses, particularly the potential 

increase in import restrictions. These may take the form of more costly inspections, tightened SPS and 

food safety regulations, and protectionist measures from competing domestic producers. 

 

RÉSUMÉ 

Avec la profonde récession qui est maintenant prévue pour l'économie mondiale, le commerce devrait 

chuter encore plus fortement. Le commerce agricole sera moins affecté, étant isolé par ses élasticités-

revenus de la demande relativement faibles. Il faut cependant s'attendre à une baisse de l'ordre de 12 à 

20% de la valeur réelle des échanges. On peut s'attendre à ce que le Canada y participe, mais, dans le 

cadre des exportations agricoles, les céréales seront les moins touchées. Cet impact minimal attendu 

sur les céréales découle du risque d'interdiction des exportations de blé par la Russie et le Kazakhstan, 

en raison de l'augmentation des prix du blé. On peut s'attendre à ce que le bétail, les légumineuses et 

l'horticulture subissent une baisse plus importante des perspectives d’échanges et des revenus. Une 

menace tout aussi importante à la baisse des revenus de nos partenaires commerciaux réside dans 
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leurs réponses politiques, en particulier l'augmentation potentielle des restrictions à l'importation. Ces 

mesures peuvent prendre la forme d'inspections plus coûteuses, d’un resserrement des réglementations 

PSP et de mesures protectionnistes de la part de producteurs nationaux concurrents. 

 

INTRODUCTION 

Among the many ways in which COVID-19 has upended the world, and Canada, are its effects on the 

economy and trade. This article will focus on some of the issues we see as important in trying to 

anticipate COVID-19‟s effect on Canada‟s agricultural trade. We will do this primarily for a short-

term period of the balance of 2020.  

 

The trade side of agriculture is remarkably important to Canada‟s economy. Most sectors of Canadian 

agriculture (except dairy and poultry) rely substantially on trade in selling their output, and all sectors 

also use imported inputs. In 2019, Canadian agri-food exports were valued at $64 billion
1
, of which 

about 40 percent arose from farm products and 60 percent from food manufacturing. In fact, Canada‟s 

total agri-food exports account for 11.1 percent of Canada‟s total exports (2017-2019 average), while 

the sector contributes 2.6 percent of the country‟s GDP according to 2015 (the most recent) data 

(Statistics Canada, 2019). In other words, agriculture „punches above its weight‟ in Canadian trade, 

with more than 4 times its share of exports relative to its share of GDP. Overall, we export more than 

half of our agricultural production. In terms of individual crops, we export half our beef, 70 percent of 

                                                           

1
Statistics Canada. (2020). Trade Data Online. 

https://www.ic.gc.ca/app/scr/tdst/tdo/crtr.html?timePeriod=10%7CComplete+Years&reportType=TE&hSelect

edCodes=%7C111%7C311%7C3121%7C3161%7C112110%7C112120%7C112210%7C112310%7C112320%7C11

2330%7C112910%7C115110%7C115210&searchType=KS_CS&productType=NAICS&currency=CDN&countryLis

t=ALL&runReport=true&grouped=INDIVIDUAL&toFromCountry=CDN&naArea=9999  

https://www150.statcan.gc.ca/n1/daily-quotidien/190730/dq190730a-eng.htm
https://www.ic.gc.ca/app/scr/tdst/tdo/crtr.html?timePeriod=10%7CComplete+Years&reportType=TE&hSelectedCodes=%7C111%7C311%7C3121%7C3161%7C112110%7C112120%7C112210%7C112310%7C112320%7C112330%7C112910%7C115110%7C115210&searchType=KS_CS&productType=NAICS&currency=CDN&countryList=ALL&runReport=true&grouped=INDIVIDUAL&toFromCountry=CDN&naArea=9999
https://www.ic.gc.ca/app/scr/tdst/tdo/crtr.html?timePeriod=10%7CComplete+Years&reportType=TE&hSelectedCodes=%7C111%7C311%7C3121%7C3161%7C112110%7C112120%7C112210%7C112310%7C112320%7C112330%7C112910%7C115110%7C115210&searchType=KS_CS&productType=NAICS&currency=CDN&countryList=ALL&runReport=true&grouped=INDIVIDUAL&toFromCountry=CDN&naArea=9999
https://www.ic.gc.ca/app/scr/tdst/tdo/crtr.html?timePeriod=10%7CComplete+Years&reportType=TE&hSelectedCodes=%7C111%7C311%7C3121%7C3161%7C112110%7C112120%7C112210%7C112310%7C112320%7C112330%7C112910%7C115110%7C115210&searchType=KS_CS&productType=NAICS&currency=CDN&countryList=ALL&runReport=true&grouped=INDIVIDUAL&toFromCountry=CDN&naArea=9999
https://www.ic.gc.ca/app/scr/tdst/tdo/crtr.html?timePeriod=10%7CComplete+Years&reportType=TE&hSelectedCodes=%7C111%7C311%7C3121%7C3161%7C112110%7C112120%7C112210%7C112310%7C112320%7C112330%7C112910%7C115110%7C115210&searchType=KS_CS&productType=NAICS&currency=CDN&countryList=ALL&runReport=true&grouped=INDIVIDUAL&toFromCountry=CDN&naArea=9999
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our soybeans, 70 percent of our pork, 75 percent of our wheat, 90 percent of our canola, and 95 

percent of our pulses (Canadian Agri-Food Trade Alliance, 2017). 

 

Whether you are a public health professional or an economist, the nature of the SARS-CoV-2 

coronavirus, the cause of the pandemic, and its effects are all shrouded in extraordinary uncertainty, 

making forecasts particularly difficult. The pace of change in economic circumstances and the 

apparent depth of this recession are breathtaking, beyond our experience and data since the Great 

Depression. Because income (GDP) and its growth are very important for international trade, we will 

begin by looking at the virus‟ effect on GDP.  

 

The heart of the matter is that, to combat the spread of the virus, most countries have been imposing a 

policy of social distancing or even civic lock-downs, keeping people at home and restricting 

gatherings of people beyond some small number. The impact of keeping people from being able work, 

meet, and socialize has severely damaged economic activity, especially in the service sector. At this 

point, there is no clear end date of these lockdowns and the ensuing economic damage, and no region 

of the globe is being spared. 

 

These effects will be highly negative; a significant worldwide recession sparing very few countries is 

now widely forecast. These negative effects are clear from many different measures: GDP growth 

estimates, unemployment insurance claims, electricity loads (highly correlated with GDP), nitrogen 

dioxide emissions (also correlated with industrial activity), and a widely cited index of manufacturing 

firms‟ purchasing managers expectations (PMI) (Bluedorn, Gopinath, & Sandri, 2020). The most 
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recent IMF forecast for 2020 has estimated real world economic growth to be -3.0 percent, a 

downgrade of 6.3 percentage points from January 2020. The world GDP growth rate for 2009, the 

bottom of the financial recession, was -0.1% (IMF, 2020). World economic growth is important for 

Canada‟s trade, but so too is the growth of the US, EU, and China. The most recent estimates for their 

2020 real GDP growth rates are -5.9, -7.5, and +1.2 percent, respectively. All forecasts are couched in 

cautious terms due to the necessary assumptions about many unknowns.
2
 Emerging market and 

developing countries buy significant levels of Canadian grain, and they are also not spared by this 

recession: their collective (including China) estimated real GDP growth is -1 percent (IMF, 2020). 

These countries are being damaged by their own lockdowns and falls in domestic income, as well as 

falling international commodity prices, reduced migrant remittances, and striking portfolio (foreign 

investment) outflows. 

 

IMPLICATIONS FOR TRADE 

All of this background on aggregate economic activity is relevant for looking at international trade, 

because, among other factors, aggregate growth in trade volumes is positively correlated with growth 

in GDP. If we wish to anticipate the effects on agricultural trade, it is useful to begin with the effect 

on aggregate trade first and then adjust it to the characteristics of trade in agriculture and food 

products. Short of a detailed model of aggregate trade, a back-of-the-envelope approach that is widely 

used is to use the ratio of the growth in trade to the growth in GDP. We can use this ratio to give us 

guidance on what to expect in terms of trade changes, given the GDP growth estimates laid out 

                                                           

2
 To illustrate, a recent forecast by prominent economists that adds the effect of economic uncertainty to their 

model “predicts the year-on-year contraction in US real GDP of nearly 11 percent as of 2020 Q4” (Baker et al., 

2020). The authors go on to say, “there are reasons to think our illustrative exercise understates the likely 

output effect of the COVID-19 pandemic.” 
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above.
3
 In the last decade, this ratio has fallen back to a level of roughly 1, but it is likely more 

relevant to the current situation to observe what happened to this ratio following the 2008 financial 

recession. At that time, the ratio of trade growth to GDP growth rose to 6.3 and trade volumes fell by 

12 to 15 percent (WTO, 2020; and Keynes & Bown, 2020, respectively). That post-2008 experience is 

very useful at the current time, because, like the COVID-19 crisis, the Financial Crisis of 2008 was a 

relatively sudden negative event, not so obviously clouded by the decline of global value chains in 

manufacturing or rising protectionism, both of which have been occurring to reduce the level of trade. 

But GDP is dropping even more now, so larger trade declines are very likely.  

 

Drawing on their own modelling and data, the WTO (2020) published their own forecasts of global 

trade on April 8, 2020. The substantial uncertainties noted at the outset of this paper led them to 

consider a wide range of possibilities, forecasting a range of declines from 13 percent in the optimistic 

scenario to 32 percent under the pessimistic scenario, for the full 2020 year. Even the optimistic 

scenario means the decline in trade with the COVID-19 crisis will be greater than that experienced 

following the Financial Crisis. And, given how the depths of this COVID-19 recession are now 

forecast to be greater than at the time of the WTO modelling, one should realistically be prepared for 

larger trade declines than the WTO‟s optimistic scenario. Using the mid-point of the WTO range, say 

roughly 20 percent, may be a more useful estimate of the decline in total merchandise trade volume. 

 

Beyond these aggregate declines, the WTO (2020) results indicate that double-digit declines in trade 

volumes will affect nearly all regions, “with exports from North America and Asia hit hardest.” Two 

                                                           

3
 We are neither focusing on the direction of causation nor the many other variables that influence this ratio. 

Rather, we are noting what we might learn from short-term income effects. 
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other key points are, “[t]rade will likely fall steeper in sectors with complex value chains, particularly 

electronics and automotive products,” and “[s]ervices trade may be most directly affected by COVID-

19 through transport and travel restrictions” (p. 1). It should be recalled that a 20 percent decline in 

merchandise trade volume in 2020 is on top of the 0.1 percent fall in that trade which occurred in 

2019, and, in 2019, services trade had a USD value about one-third that of merchandise trade. 

 

WHAT ABOUT AGRICULTURAL TRADE? 

Our focus is on agricultural trade, so we wish to disaggregate these forecasts at least to the food and 

agriculture sector. Because most foods fall into the category of necessities, this sector will be 

insulated by its low income elasticities, especially in the higher income developed countries. We can 

expect smaller declines in the demand for food products and food imports compared to expected 

declines in total trade flows. With the substantial fall in incomes in most countries, we can expect the 

demand for food imports from developing countries (whose demand elasticities for food are still 

relatively high) to decline the most, with more modest declines coming from the rich countries. This 

pattern is shown in Figure 1, with income elasticities falling as average country income per capita 

rises. 

 

Similarly, there is a range of income elasticities across food product types, with staple foods like 

breads and cereals having the smallest income elasticities (shown in blue in Figure 1), while fruits and 

vegetables have higher income elasticities (shown in orange). High protein foods such as meat have 

the highest income elasticities (shown in grey). This would lead us to expect larger declines in trade 

for the latter categories, but smaller declines for cereals. The demand for agricultural products that are 
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used for biofuels as well as food, such as corn and soybeans, may show a larger decline in trade due to 

the concurrent sharp fall in the prices of oil and energy more generally. 

 

More evidence on disaggregated changes in trade can be seen in an UNCTAD Report Update (2020) 

that reports nominal commodity prices with year-to-date growth rates to March 25, 2020. They likely 

reveal shifts in demand from their models and show an all-commodity (energy, industrial and precious 

metals, and agriculture) first quarter price fall of 37.3 percent. For all agriculture commodities the 

price decline is -6.8 percent. Of interest to Canada, corn and soybean prices have fallen 10 and 8 

percent, respectively, livestock prices have fallen 15 percent, and wheat prices have risen by almost 4 

percent.
4
  

 

These numbers correspond well to what we would anticipate on the basis of income elasticities, with 

allowance for biofuel market factors, not only in terms of their direction but also in the relative 

magnitudes. These numbers also focus on commodity trade, not food products that follow a more 

complicated supply chain. As mentioned by the WTO above, products that follow a more complex 

supply chain are likely to be disrupted much more severely for several reasons, and this includes the 

fruit/vegetable subsector and food sold primarily within restaurants (Glauber et al., 2020). Finally, 

they focus on the demand side of these various commodities via the fallen income of consumers.  

 

                                                           

4
 These price changes are in USD. They would be less negative in CAD, depending on the actual month one 

examines, because of the fall in the value of the Canadian dollar that occurred in March 2020. Also, because 

these estimates likely were made earlier than late March, they can be expected to understate the calendar 

year value. 
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The supply side is also important, as was found in the food price spike of 2007-2008. Fears about a 

potential shortage of agricultural products are less well-founded now. For basic cereals (wheat, corn, 

and rice), stocks relative to use were at or near median levels over the 2000-2019 period (Glauber et 

al., 2020; Swinnen, 2020). In addition, harvests are forecast to be at or above normal, and, with the 

possible exception of rice production in Asia, both production and transport are mechanized and 

capital-intensive, minimizing effects of COVID-19-induced disruptions in labour availability. As 

noted above, the situation may be quite different for fruits and vegetables, where the flows of migrant 

labour are often critically important, even in North America and especially at planting. 

 

Because these price data apply only to the first quarter, a 6.8 percent fall could be seen as a lower 

bound on the decline in trade. Because of the smaller impact of a recession on the food and agriculture 

trade sector, the WTO (mean) forecast of a total trade volume decline of 22 percent would be an upper 

bound. Agricultural price declines (already observed, above) would make this a larger decline in trade 

value. In 2009, at the worst of the 2008 financial recession, agricultural trade value fell by 12 

percent
5
, which was the largest agricultural trade decline in 19 years.  

 

If world agricultural trade value can be expected to decline by, say, 15 percent, how will this affect 

Canada? On the surface, it would appear to mean that declines in purchasing power in our export 

markets will reduce sales and export volumes. In line with the income elasticities noted above, we 

would expect the smallest decline for cereal exports, pulses next, and the largest declines in meat 

exports. In addition, there are supply side considerations on the food processing operations and some 

                                                           

5
 Author’s calculation using WTO data; https://timeseries.wto.org 

https://timeseries.wto.org/
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fruits and vegetables that engage in exports due to the increased difficulty of getting migrant labour 

for the latter and healthy domestic labour to keep processing plants running during quarantines and 

lockdowns that restrict public movement (Bogart, 2020). Even if there are stated border exceptions for 

agricultural labour and essential goods transportation, there are already reports of backlogs and delays 

in the new policies‟ implementation. Other countries‟ policy responses must also be considered in 

assessing how Canada‟s exports will fare this year, they are discussed in the next section. 

 

A final factor affecting Canadian exporters is the Canadian dollar exchange rate. It has fallen by 8.3 

percent in just over two weeks in the first half of March, likely due primarily to the fall in oil prices. It 

has since (to mid-April) re-gained half of that fall. If this lower value of the Canadian dollar persists, 

it will raise revenues that Canada, and its agricultural sector, will receive from exports. This will 

soften the impact of declining trade values by raising the Canadian dollar value of export proceeds; 

instead of a 15 percent fall in trade value, the fall in Canadian dollar export revenues would be only 

11 percent. But exchange rates are highly variable and unpredictable, to say nothing of agricultural 

prices, so these numbers should be interpreted with large confidence intervals around them. 

 

IMPACT OF GOVERNMENT POLICIES ON AGRICULTURAL TRADE 

The discussion of anticipated trade flows has abstracted from a very important element for 

agricultural and food products, namely the response of governments in terms of trade policy. The big 

risk, as pointed out by Glauber et al. (2020), is that major exporting countries may respond to this 

crisis by imposing export restrictions. This is well documented for the food price crisis of 2007-2008, 

when rice and wheat prices were pushed upwards by such export bans, especially rice, because the 
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actions of India and Vietnam in March 2008 caused world prices to roughly triple, instead of merely 

doubling (FAO, 2011).  

 

At the current time, Kazakhstan has stopped exports of some cereal products (wheat flour), oilseeds, 

and vegetables. Vietnam stopped issuing new export certificates for rice until the end of March, when 

it assesses its stocks, and, judging from its past behaviour, this will continue. Vietnam did the same in 

1992/93 and in 2008, both times to stop increases in the domestic price of rice within the country. 

India has a history of imposing export restrictions when world prices are rising, even though at this 

time the country‟s stocks of rice are at a historic high and crop forecasts for 2020 are high. Russia 

banned wheat exports in 2010, re-igniting food price increases at that time, and an export quota for 

wheat is being considered at the present time (Medetsky & Durisin, 2020). The quota is apparently 

being considered for barley, corn, and rye, as well as wheat.  

 

These countries argue that they are placing the issue of food security in the foreground of policy 

decisions, but their actions are classic examples of „beggar-thy-neighbour‟ policies that force other 

countries to bear the cost, or at least the risk, of restricted supplies or even create reduced supplies for 

them. For large countries in these markets, like India, Vietnam, and Russia, their actions do affect 

world prices.  

 

The distributional effects of adding export restrictions will, like the COVID-19 crisis itself, fall most 

heavily on the poor in importing countries by reducing trade, raising food prices, and reducing food 



 

 

 

This article is protected by copyright. All rights reserved. 

11 

 

security in all but the export countries of that commodity.
6
 This is especially true for staples like 

wheat and rice. And, even for the exporter country, the supply situation, via high stock levels and 

good crop forecasts, does not warrant any such trade restrictions. However, export restrictions could 

actually help Canada if they raise the prices of products we export. For example, if Russia imposes a 

wheat export ban, this will likely raise world wheat prices to Canada‟s advantage. The same applies to 

the export bans being undertaken and possibly extended by Kazakhstan.  

 

But, aside from the opportunistic shift to protectionism on food through export limits, there are other 

trade restrictions coming from the various country pandemic responses. There is the more direct 

impact of public health restrictions on the food trade by way of cross-border movement restricted to 

„essential‟ traffic. This includes new transport regulations that have led to trucks queuing at borders, 

damaging particularly the fruit and vegetable trade, creating congestion, and delaying all trade. A 

related danger to Canadian food exports is the possible imposition of new import restrictions under 

the cover of COVID-19 responses, likely through sanitary and phytosanitary (SPS) and food safety 

regulations. These are familiar from recent trade conflicts with India over lentils and China over 

canola. Vietnam has also followed this course in the past with pork. All three cases are realistic 

examples of how Canadian agricultural exports could be placed at risk due to trade restrictions on 

imports that may soon arise.  

 

 

                                                           

6
 For more policy proposals on how to maintain food security in low income countries, see Swinnen (2020) and 

Hendrix (2020), and to support food supply chains from the effects of COVID-19, see Torero (2020).  
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CONCLUSIONS 

For the coming year, a deep worldwide recession is widely forecast from all reputable international 

agencies, even if these forecasts are necessarily filled with uncertainty about the nature of the 

coronavirus, the public health responses of all countries, and how economies will adjust. From the 

April IMF World Economic Outlook release (2020), world real GDP growth is forecast at -3 percent 

and US GDP growth at -6 percent, making 2020 the worst recession since the Great Depression. It 

will take a heavy toll on international trade more generally, and even on agricultural trade. The WTO-

forecasted range of a possible decline in total trade volume is 13 to 32 percent but can be expected to 

be even more negative in value terms due to falling prices. Agricultural trade will be less significantly 

affected due to the generally lower income elasticities of demand, but, learning from the 2009 

recession, a larger drop, say, in the range of 12 to 20 percent in trade value should be expected. The 

prospects for Canada will be best in the cereals category due to the lowest income elasticity. And, if 

there are more widespread export bans, such as for wheat, the resulting price rise would help the 

Canadian wheat sector. Livestock, pulses, and horticulture will likely face a larger trade decline due to 

the large loss of purchasing power in many importer countries. In addition, the threat of added import 

restrictions via imposition of familiar SPS and food safety regulations is both plausible and potentially 

significant for those commodities throughout 2020. 

 

Looking ahead to 2021 and longer, there is first the question of how quickly the world economy will 

bounce back, even though it has always done so. For agricultural trade, the fundamentals are likely to 

dominate: a continuing international demand for foods and food ingredients to make products that 

consumers in that country want, and to do it more inexpensively than buying the local product. How 

quickly we will return to previous export levels is uncertain. Whether exports will return to their 

previous growth path will depend not only on how quickly income growth will return but also on the 
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removal of policy restrictions in our trading partner countries. Logistics bottlenecks due to COVID-

19-related public health regulations are already changing some of this trade. But, once the lockdowns 

are over, the border bottlenecks should be removed. The bigger danger facing Canadian food exports 

would be an increase in, or continuation of, import restrictions that arise for SPS, food safety, or local 

protectionist reasons. This may include more inspections and added retail packaging. These have 

always been a challenge for Canadian agriculture, and this pandemic will likely increase that 

challenge. 
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Figure 1. Income elasticities by income level and food types  

Source: USDA, Economic Research Service. https://data.ers.usda.gov/reports.aspx?ID=17825 
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