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1 EXECUTIVE SUMMARY
Context







The lockdown and resultant economic shock associated with COVID-19 will have a substantial
impact on incomes in the agriculture sector in Ireland in 2020.
While the lockdown has had a limited impact on farm production in Ireland, there has been a
collapse in demand in the food service sector, both here and internationally, which has not
been offset by increased food consumption within the home.
The unanticipated reduction in food demand, has led to a product surplus, which will lead to
steep reductions in commodity prices in 2020, which will persist into 2021, with an associated
reduction in the prices paid to farmers.
Over the short-term, the ability of farmers to cut production in response to falling prices is
very limited, as production decisions for the year have been in large part already made. The
relatively fixed nature of supply will exacerbate the short run price reductions that will be
experienced.

Scenarios








The current crisis is an evolving situation, and its short-term impact will be hugely dependent
on the success or otherwise of the health strategies being used to supress the virus, both here
and abroad. This uncertainty makes it difficult to be confident about the extent of the
reduction in farm prices that will occur in 2020. Therefore, three separate scenarios, with
escalating levels of severity, have been examined.
A feature of agriculture is that, due to a range of factors, incomes can be quite variable from
year to year. Therefore, the impact of the crisis on farm incomes in 2020 is measured against
the forecast outcome for 2020, assuming that the COVID-19 crisis had not emerged.
As this point, it is too early to speculate as to the level of intervention that governments
around the world will deploy in order to support agri-food sector production and food
demand. Therefore, the extent of state market intervention anticipated in these scenarios is
assumed to be minimal. This is an assumption necessary for the purposes of the analysis,
rather than a statement of policy expectations or a forecast of government policy inaction.
With little scope to adjust production or production costs, the fall in farm prices will be almost
fully reflected in a reduction in farm incomes.

Cattle Rearing Farms





Across the three scenarios, output price reductions in 2020 of 10%, 15% and 20% (relative to
2019) are examined.
In response to these price reductions, limited production adjustments are projected to take
place. Across the scenarios, these production adjustments affect both the value of output and
production costs.
Average cattle rearing farm income in 2020 is projected to fall by 39%, 60% and 78%, relative
to the projected outcome in 2020 had the crisis not occurred.

Cattle Other (Finisher) Farms


Across the three scenarios, output price reductions of 10%, 15% and 20% in 2020 (relative to
2019) are examined.
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In response to these price reductions, limited production adjustments are projected to take
place. Across the scenarios, these production adjustments affect both the value of output and
production costs.
Average cattle other farm income in 2020 is projected to fall by 41%, 58% and 74%, relative
to the projected outcome in 2020 had the crisis not occurred.

Sheep Farms






Across the three scenarios, output price reductions of 10%, 15% and 20% in 2020 (relative to
2019) are examined. Reflecting the fact that many sheep farms also have cattle, the impact of
similar cattle price reductions is also factored in.
In response to these price reductions, limited production adjustments are projected to take
place. Across the scenarios, these production adjustments affect both the value of output and
production costs.
Average sheep farm income in 2020 is projected to fall by 27%, 44% and 59%, relative to the
projected outcome in 2020 had the crisis not occurred.

Dairy Farms





Across the three scenarios, output price reductions of 10%, 15% and 20% in 2020 (relative to
2019) are examined.
In response to these price reductions, modest production adjustments are projected to take
place. Across the scenarios, these production adjustments affect both the value of output and
production costs.
Average dairy farm income in 2020 is projected to fall by 21%, 36% and 49%, relative to the
projected 2020 outcome had the crisis not occurred.

Tillage Farms






Across the three scenarios, wheat output price changes of +10%, 0% and -10% in 2020 (relative
to 2019 harvest prices) were examined. For barley, output price changes of +0%, -10% and 20% in 2020 (relative to 2019 harvest prices) were examined. Tillage farms typically also have
other enterprises (principally beef) and therefore price reductions for beef are also factored
in.
In response to these price reductions, limited production adjustments are projected to take
place. The one exception to this on tillage farms is malting barley, where it is assumed that
approximately 15% of malting tonnage is redirected to feed barley in 2020.
Average tillage farm income in 2020 is projected to fall by 6%, 23% and 41%, relative to the
projected outcome in 2020 had the crisis not occurred

Overall Impact of COVID-19 on Incomes in Agriculture





Across the three scenarios, the projected COVID-19 reductions in the average income in 2020
are 25%, 42% and 57%, relative to the 2020 forecast, had there been no COVID-19 pandemic.
In terms of the percentage drop in incomes, beef farming is projected to be the worst affected
sector within agriculture, while in absolute terms the reduction in average farm incomes is
projected to be largest on dairy farms.
In the aggregate, across the three scenarios examined, the total reduction in income across
primary agriculture in Ireland in 2020 is projected to range from €0.7 billion to €1.6 billion.

2

2 INTRODUCTION
This study provides an assessment of the impact of COVID-19 on Irish agriculture in 2020. The principal
sectors of Irish agriculture, beef, sheep, dairy and tillage are considered in turn. This is followed by an
overall assessment for the sector as a whole, which also incorporates the impact on more minor
agricultural activities.
Reflecting the considerable uncertainty about the duration of the pandemic and the related measures
to contain it, the analysis has employed a set of scenarios that explore a series of progressively more
severe impacts in 2020. There will also be knock on consequences into 2021 and beyond and these
will be considered in a separate assessment.
Uncertainties make it difficult to forecast the outcome
The full extent of the impact of the COVID-19 pandemic on the Irish agri-food sector is difficult to
anticipate. Given the strong export focus of Irish agriculture, the impact of COVID-19, and the
measures to combat it, will depend firstly on how long the pandemic persists in Ireland and
internationally. Secondly, the impact will depend on the efficacy of the economic policy response to
the disruption to economic activity resulting from COVID-19 globally.
There is fundamental uncertainty relating to both of these impacts. We do not yet know when the
pandemic and related public health measures will be eased, or when they will eventually be
suspended. Nor do we know the resulting reaction of the public and how quickly consumer behaviour,
both in Ireland and abroad, begins to return to “normal”.
Furthermore, we do not yet know how effective the economic policies that have sought to “shield”
the economy will be. Public health measures adopted have been necessary to control the pandemic,
but have major negative economic impacts. The economic policy responses have, to date, attempted
to shield workers from the negative impact of the public health measures on incomes and to minimise
the disruption to employment relationships. The success of these measures will be measured by how
economic activity can recover after the critical phase of the pandemic passes.
There is an emerging consensus that the macroeconomic impact of the pandemic on Irish, EU and
global GDP growth will be very negative in 2020 and will persist further into the decade. However,
given the unprecedented nature of the economic shock that is being experienced, it is difficult to make
confident forecasts concerning the magnitude and persistence of the shock on the economy and on
the agricultural component of that economy. Hence the need to see the analysis presented here as an
early exploration of a range of possible scenarios, necessarily based on several assumptions, rather
than an attempt to robustly establish the actual economic impact of the pandemic.
Despite the difficulty in forecasting the magnitude and persistence of the negative economic impact
of the pandemic, it is already clear that it will be very negative. In this assessment, we do not attempt
to forecast what the magnitude of the impact on output prices or farm incomes in Ireland will be.
Rather we try to look at the impact on family farm income of possible output price developments,
and, related to this, the evolution in farm production volume, and associated production costs. We do
so using scenarios concerning output price developments that might occur and supply and production
cost adjustments that farmers and the food processing industry might make in response to the
economic effects of the pandemic.
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Support Measures
In this analysis, it is assumed that no extraordinary measures are taken by the EU (or its Member
States) to support the agricultural sector. This means that support is limited to the market
measures that are currently available and that specific compensation for the sector is not
provided. The greater the extent to which there is government intervention to support the sector,
the smaller will be the adverse impacts. Equally, if governments internationally intervene to
support demand for food, such as through the provision of food aid, that will reduce the adverse
impact on agriculture.

In spite of price reductions, supply will adjust little in the short run, compounding the impact
In general, agricultural economists agree that in the short run supply is very inelastic. Crops have been
sown, lambs and calves have been born, cattle are either in the fields or are being fattened in sheds,
cows are being milked. It follows that any short run supply adjustment, by for example reducing yield
or delaying finishing (by reduced feeding or fertiliser use), is likely to only marginally reduce output.
This inelasticity of supply is reflected in our preliminary analysis. Over the short run, the impact of the
pandemic on annual family farm incomes will be dominated by falling output prices, with only a
modest supply and cost adjustments likely. Over a longer horizon, if the negative economic impact of
the pandemic is expected to persist, farmers will begin to change their production decisions. Over the
medium term, the impact on farm output of negative output price developments will be augmented
by reductions in output volume – but the impact on incomes may be mitigated where loss-making
production is reduced.
The models usually employed by Teagasc economist to analyse the impact of policy changes were not
used in this analysis. Given the fundamental and deep uncertainty regarding the impact of COVID-19
on the economy in general and on agricultural commodity markets, in this preliminary analysis we
have used the approach employed for our one year ahead annual enterprise margin and farm system
income forecasts that are published annually in the Teagasc Situation and Outlook. In that exercise,
one year ahead forecasts of family farm income for each of the following Teagasc National Farm
Survey farm systems are made: Dairy, Cattle Rearing, Cattle Other (Finishing), Sheep and Tillage (Dillon
et al. 2019). In this paper, this one year ahead forecasting approach is used to examine the possible
impact of COVID-19 on Family Farm incomes for the five main farm system in Irish agriculture,
conditional on a set of assumptions regarding how output price, output volumes and farm production
costs might develop as a result of the COVID-19 pandemic.
Our initial assessment of the likely price and output impact of COVID-19 is necessarily tentative, but
foresees the pandemic having a negative price impact for cattle, sheep and milk output. Current future
prices do not foresee a negative impact on cereal prices, but, nevertheless we have analysed the
impact of some negative output price impacts for the tillage sector.
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COVID -19 Scenarios
Beef and Sheep: For the beef and sheep farm systems, we have analysed three price scenarios
that reflect progressively negative COVID-19 related price declines in 2020 relative to the average
price levels observed in 2019. The 2020 price impacts analysed were -10%, -15% and -20% relative
to the prices observed in 2019 for both cattle and sheep systems.
Associated with the three price shocks we also assumed that sales of cattle and sheep off of farms
to factories (or other famers) are reduced relative to the level that would have prevailed in the
absence of the pandemic. The reduction in sales volume assumed are -4%, -7% and -10%.
The capacity of cattle and sheep farmers to reduce their output levels in response to a large
unforeseen market shock is likely very limited. Meal usage could be reduced, but this would be
likely lead to losses in price per kg if cattle are delivered out of specification and it could possibly
compromise the fertility of breeding animals. On average, with higher inventories of cattle and
sheep on farms due to reduced demand for meat, farm direct cost of production are assumed to
increase by 2.5%, 3.5% and 4.5%.
The volumes of fertiliser used on most cattle farms are relatively low, and further reducing these
levels could threaten the capacity to grow enough grass and silage to maintain stock levels. We
have assumed that no other material reduction input volume use takes place on cattle and sheep
farms.
We assume that prices of younger cattle decline in parallel with prices for older (finished) cattle.
Note while cattle prices are declining relative to the price levels observed in 2019, Irish lamb prices
for the year to date (through week 16) are higher than the price level observed in 2019. But if the
restrictions on economic activity associated with the COVID-19 health measures persist into the
early summer, they will coincide with the period of peak lamb production and would likely be
reflected in a strong reduction in prices.
Dairy: Similarly, for dairy we look at three scenarios involving lower milk prices relative to 2019
prices (-10%, -15% and -20%). In advance of the COVID-19 crisis milk production in 2020 was
anticipated to increase by about 5%. The scenarios examine alternative production levels for 2020,
an increase of 2%, or reductions of 1% and 3% relative to 2019. Concentrate usage is also adjusted
to reflect lower than anticipated milk production.
Tillage: For tillage, the scenarios examine three alternative cereal harvest price outcomes for 2020
(continue with forward contract prices as of March 2020, a reduction of 10% relative to the March
2020 level and reduction of 20% relative to the March 2020 level. Note that in the case of 2020
wheat price scenario, this translates into (i) a 10% increase in prices over 2019 farm gates prices,
(ii) no change over 2019 prices and (iii) a 10 percent decline in 2019 farm gate prices. In the case
of the 2020 barley price scenarios this translates into (i) no change relative to 2019 farm gate
prices, (ii) a 10% decline relative to 2019 farm gate prices and (iii) a 20% decline relative to 2019
prices.

In addition, direct costs of tillage production are also adjusted to reflect a 20% decline in fuel prices
and some minor upward adjustment in direct costs associated with increased feed expenditure on
subsidiary livestock enterprises, compared to the pre-COVID 2020 cost situation. All price and
output volume changes outlined previously for beef and sheep enterprises are also reflected in
the subsidiary enterprise on specialist tillage farms.
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3 CONTEXT
Changing patterns of demand
It is important to remember that only a portion of the food we eat is bought in supermarkets and
other food retail outlets such as butchers and grocers. A considerable portion of the output from the
agricultural sector supplies the food service sector (hotels, restaurants, fast food outlets, offices,
factory and school canteens and travel by air, ferry and trains). Activity in the food service industry
internationally has been severely curtailed by COVID-19 and this has greatly reduced the demand for
food in this segment of the market.
On the flip side, supermarket purchases have increased, but the products in demand in the
supermarket are not necessarily the same as those no longer required in food service. The presence
of Irish exports on supermarket shelves internationally is more limited than the presence of Irish food
exports in the food service sector. It follows that the fall off in demand for Irish products for food
service demand (in Ireland and internationally) is not going to be matched by increased demand for
Irish products in supermarkets.
Processing and Logistical Concerns
COVID-19 restrictions have led to a range of restrictions, which have led to a slowdown in trade. This
has manifested itself in terms of longer journey times for shipments, concerns about the availability
of refrigerated shipping containers and pressure on storage facilities.
Global Macroeconomic Recession
A sharp global recession is forecast. The extent of the recession will depend on the duration and extent
of the COVID-19 measures that are in place. The International Monetary Fund (IMF) has forecast a
sharper drop in economic activity in 2020 in advanced economies, compared with emerging and
developing economies, reflecting the fact that measures to contain the virus thus far have impacted
greatest on China, Europe and the US. The reduction in economic activity in 2020 has to be seen
against an anticipated outcome which would have seen continuing global growth.
A recovery is forecast in 2021, but the longer the extensive measures to supress the virus are required,
the weaker this recovery is likely to be. Ireland is forecast to be affected in a similar way to other
advanced economies in 2020, with a sharp drop in economic activity forecast. The forecast recovery
in 2021 is of similar magnitude to that of other advanced economies.
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Figure 3.1: Impact of COVID-19 on Irelands’ Real GDP by Quarter.
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The arrival of COVID-19 in Europe in late February/early March indicated that efforts to contain the
virus from spreading globally were unlikely to be successful. This triggered a weakening of many
currencies internationally relative to reserve currencies such as the US Dollar, Euro, Swiss franc and
Japanese yen. Currencies of heavily indebted countries have been particularly affected, in some cases
losing as much as 20 percent of their value in a matter of weeks.
Figure 3.2: Movement in a range of currencies against the Euro relative to their value at start of 2020
1.10

Index Jan 2nd 2020 = 1

1.05
1.00
0.95
0.90
0.85
0.80
0.75
0.70
2 Jan 20

16 Jan 20
PLN

30 Jan 20
RUB

13 Feb 20
TRY

27 Feb 20

AUD

Source: Adapted from ECB data

7

BRL

12 Mar 20 26 Mar 20
MXN

ZAR

9 Apr 20

Off Farm Employment
In advance of the COVID-19 crisis, Ireland was at close to full employment. Due to the impending
recession, a considerable increase in Irish unemployment is forecast in the short term, with
unemployment for 2020 projected to average at over 13%. A fall in unemployment is forecast in 2021,
but the reduction is not forecast to leave unemployment at the pre-recession level.
Figure 3.3: Projected Quarterly Development of Irish Unemployment
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While the increase in Irish unemployment will be concentrated in the non-farm economy, farm
households that also depend on off farm income (in particular part time farms) will also be affected
indirectly, due to an anticipated reduction in off farm employment opportunities and income. The
most recent National Farm Survey indicates that only 32% of Irish farm households were considered
viable, with a further 32% considered economically sustainable, due to the presence of off farm
incomes. The impact of the current crisis is likely to increase the share of farms that are considered
vulnerable.
Figure 3.4: Classification of farm household population as Viable, Sustainable or Vulnerable in 2018
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Source: Teagasc NFS (2019)
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How will the various parts of the agricultural sector cope with the impact of COVID-19
With COVID-19 likely to have a widespread impact across agriculture, one of the key determinants of
how the various parts of the sector will cope, is their economic wellbeing in advance of the crisis. The
beef sector in particular had been experiencing economic difficulties relating to Brexit uncertainty in
advance of the COVID-19 crisis. These difficulties were reflected in the provision of an exceptional aid
measure (the BEAM scheme) in 2019
The challenges facing particular elements of the agri-food sector due to the COVID-19 impact will also
depend on the level of exposure of part of the sector to the export market. The recession is
anticipated to lead to reduced international food demand. On the assumption that exporters are
residual suppliers in the market of the importing country, the fall in demand is more likely to impact
disproportionately on exporters, as domestic production is likely to be preferred over imports in the
destination market. This is turn will limit demand for products from exporting countries.
Currency movements will also be a factor that weighs on the competitiveness of Irish exports. As
currencies depreciate against the euro, this will make imports into Europe cheaper and exports more
expensive. This will mean that Irish exports will face increased competition.
Commodity prices and farm prices will fall as a result of the recession. To some extent, these
reductions in farm prices will be mitigated by risk management arrangements which farmers have in
place, such as the forward pricing of outputs.
COVID-19 Pandemic Unemployment Payment

The Irish government has made a €350 per week payment available in respect of those who are
no longer currently working due to the current COVID-19 crisis. The payment is available to
employees and the self-employed. This payment is available to certain categories of farmers who
are unable to trade (sell animals) or where they have experienced a substantial drop in income.
The duration of this payment is unknown. This payment could also be available to farmers, whose
off farm employment may have ceased due to the COVID-19 crisis.

In assessing the impact of the COVID-19 pandemic on farm incomes, this payment has not been
included.
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4 BEEF AND SHEEP
The possible impact of COVID 19 on average beef and sheep family farm income was examined. We
have looked at three scenarios, based mainly around lower output price levels, along with the impact
of a slightly lower volume of output in 2020 than had been anticipated in advance of the pandemic.
Demand Side
Irish beef and sheep farm incomes will be dramatically affected by the ongoing COVID-19 pandemic.
The demand for beef and lamb from Ireland on export markets in the UK and in EU member states has
dramatically reduced, as a result of the restrictions on economic activity introduced to address the
COVID-19 pandemic. Lower levels of demand in Irish beef and lamb export markets, will be reflected
in lower derived demand for finished cattle and fattened lambs by Irish meat factories, and in lower
demand for weanlings, store cattle and lambs by Irish farmers.
Meat demand in general can be broken into three parts or channels a) demand from retail customers
b) demand from wholesale markets c) demand from food service providers (restaurants, canteens,
etc.). The wholesale demand is what economists term a “derived demand” and ultimately is based in
turn on demand from consumer facing small retail and food service customers. The public health
measures implemented to control the COVID-19 pandemic have closed down the vast majority of the
EU and UK food service industries (restaurants, school and college canteens, factory canteens, etc.).
The effective disappearance of the food service market in the EU has meant that the demand for meat
from the food service channel and a large share of the demand for meat from wholesale markets has
disappeared. While the average consumer’s food expenditure on meat has in part been diverted from
the food service channel to the retail channel, the products displaced from the food service channel
(in particular high value cuts of both beef and lamb) are not as frequently consumed via retail and
large parts of the value of this market segment have effectively been lost.
Supply Side
The large reduction in the demand for both beef and lamb has occurred rapidly, however, in the short
run, the ability of cattle and sheep farmers to change their supply of animals, what economists terms
their elasticity of supply, is very limited. Farmers breeding animals have lambed and calved already
this year, cattle bought in 2019 have been (or are in the process of being) fattened for slaughter based
on a price expectations formed many months ago which did not incorporate the possibility of a
pandemic and public health policy driven collapse in demand. The adjustment of supply in response
to the collapse in demand that has followed the closing of the EU food service industry, and will in due
course flow from the reduction in disposable incomes associated with recession created by the COVID19 public health measures, only begin to be reflected in animal supplies in 2021.
While the elasticity of supply of live animals is inelastic, the derived demand for these animals from
meat processors will adjust to the dramatic reduction in the demand for meat. Thus, in the absence
of an accumulation of inventories of meat by the meat processing companies, inventories of live
animals (cattle and sheep) will begin to occur on farms in Ireland, in the short run. The private storage
aid (PSA) for cattle and sheep recently announced by the European Commission will support the
accumulation of some meat stocks by the private sector (meat processing industry), but the scale of
the demand shock will mean that most of the increase in inventories will most likely occur in the form
of live animals on farms.
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Inventory holding is always associated with increased costs, regardless of at which stage of the supply
chain inventories accumulate. Increased inventories of live cattle and sheep on farms will be
associated with increased direct costs of production and disruption to normal farm trading activity.
The accumulated stocks of live animals and meat that will result will also “over hang” the market and
are likely to lead to prolonged poor market returns.
In assessing the impact of COVID-19 on farm incomes of cattle and sheep farmers, we have to try to
distinguish between processes that were in train and would have happened with or without COVID19, from those that we can directly link to the virus. Changes in the volume of cattle and sheep on
farms in advance of the pandemic are obviously independent of the COVID-19 pandemic and are based
on breeding and animal purchase decisions made well in advance of the pandemic.
To a large degree, the volume of prime cattle and lambs ready for slaughter is also predetermined by
decisions made by farmers in advance of the collapse in demand for meat. Factory demand for animals
will, however, reflect the collapse in the demand for beef and lamb from the food service industry.
This is likely to result in unforeseen and unplanned delays in getting cattle and lambs slaughtered,
inventories of live animals will accumulate on some farms, reflecting an inability to market animals
due to weak factory demand. There will be additional costs incurred by farms in terms of feed
expenditure, as a result of these higher live animal inventories.
Farmers will also have immediate and critical cash-flow problems as planned marketing of cattle and
sheep does not happen. The likely cash flow crisis for farmers finishing cattle (due to delayed
marketing of animals) will also negatively affect their capacity to enter the market for young cattle
and as a consequence prices for younger store cattle received by cattle rearing farms will also be
negatively affected by the crisis.
Figure 4.1: Cumulative and Weekly Prime Cattle Slaughter 2019 & 2020 Weeks 1 through 17
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For the year to date (through week 16 of 2020) the cumulative total prime cattle slaughter is almost
equal to that observed in 2019. However, since week 13, prime cattle slaughter has declined relative
to that observed in 2019. Some of this decline may be due to lower volumes of cattle on feed, (see
below in Figure 4.2 data from AIMS that indicates that supplies of cattle in slaughter relevant age
cohorts is lower in 2020 than in 2019). However, most of the dramatic fall of in prime cattle slaughter
likely reflects the reduced demand by factories stemming from the dramatically reduced demand for
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meat from EU and UK food service markets. It is very difficult to be certain about what exact share of
the reduction can be “blamed” on COVID-19, but the magnitude of the recent reduction in prime cattle
slaughter suggests that it is predominantly demand rather than supply driven.
Figure 4.2: Male (beef sired) cattle inventories 12-18 month old and 18-24m month old cohorts
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In Figure 4.2, data from the AIMS system on male animals sired by beef bulls in the 12-18 month old
and 18-24 month old cohorts is presented for 2019 and the first three months of 2020. Supplies of
prime cattle for slaughter were always likely to be lower in 2020 than in 2019 with or without COVID19. However, if the reduction in the throughput of prime cattle observed in recent weeks persists
through Q2 and into Q3 and Q4 2020, there will be significant delays in the processing of animals ready
for slaughter and an increase in the stock of animals retained on cattle and sheep farms in Ireland.
Figure 4.3: Irish Cattle, Sheep and Pig Monthly Prices 2014 to April 2020
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Production Costs
In reacting to reduced cattle prices, and reduced demand for cattle from factories, farmers will reduce
meal usage per animal, but this management strategy may be curtailed by animal welfare and fertility
implications for both cows and ewes retained for the next season. If farms are “forced” to retain nonbreeding animals, that they would otherwise have delivered for slaughter, feed usage volumes are
likely to be increased, even if feed use per animal is reduced, simply because of increased stock that
are carried on farm during the remainder of 2020. Volumes of fertiliser used on most cattle and sheep
farms are already relatively low and further reducing these levels could threaten the capacity to grow
enough grass and silage to maintain stock levels. We have not assumed that beef and sheep farmers
will react to the crisis by reducing their already relatively low levels of fertiliser usage.
The COVID-19 driven reduction in oil and energy prices in general should be reflected in some reduced
fuel costs on Irish beef and sheep farms, as compared to what would have been reasonably forecast
in a world where this crisis was not occurring.
For the beef and sheep farm systems, we have analysed three price scenarios (S1, S2 and S3) that
reflect progressively more negative COVID-19 price declines relative to the price levels observed in
2019. The cattle and sheep price impacts analysed were -10%, -15% and -20% relative to the prices
observed in 2019.
Pre COVID-19 expectations for 2020






Finished cattle and store and weanling prices were forecast to improve modestly, while calf
prices were forecast to decline relative to 2019.
Direct costs of production, driven by lower feed and fertiliser prices, were forecast to decline.
Margins and family farm income on both Cattle rearing and Sheep farms were forecast to
improve. Family farm income on Cattle Rearing farms was forecast to increase by 2% to
€9,339, while family farm income on Sheep farms was forecast to increase by 9% to €15,503.
In 2020 no payment of exceptional aid payments such as the BEAM payment was forecast.
This meant that incomes on Cattle Other Farms were forecast to decline by 3% to €15,117.

Scenarios
In each of the three scenarios, the volume of cattle and sheep marketed is also progressively reduced.
The scale of the year on year reduction in the volume of marketed output is based on assumptions
about the persistence of the negative shock to factory demand for animals observed in recent weeks.
We have assumed under S1 that for 2020 the volume of cattle and sheep slaughtered in 2020 is 4%
lower than in 2019. Under S2 that the volume of cattle and sheep marketed in 2020 is 7% lower than
in 2019, and in S3 that the volume of cattle and sheep sold off of Irish farms is 10% lower than in 2019.
The increased inventories of animals on Irish farms that occur as a consequence of the negative shock
to factory demand for animals will also be reflected in increased direct costs of production on those
farms, where such accumulations occur. We have assumed under S1 that direct costs of production
increase by 2.5%, under S2 that direct cost of production increase by 3.5% and under S3 direct costs
of production increase by 4.5% over what they would have been in the absence of the COVID-19
pandemic. These increases in direct costs are partially offset by energy price driven reductions in
overhead costs.
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In our analysis we have assumed that lower fuel prices as a result of COVID 19 (down 30% over the
year compared to 2019), are reflected in a reduction in overhead costs of production of 4% in all three
scenarios examined.
We assume that prices for younger cattle decline in parallel with prices for older (finished) cattle. Note
that while cattle prices are already declining relative to the price levels observed in 2019, Irish lamb
prices for the year to date (through week 16 2020) are higher than the price level observed in 2019.
However, if the restrictions on economic activity associated with the COVID-19 health measures
persist into the early summer, they will coincide with the period of peak lamb production and would
likely be reflected in a strong reduction in prices.
Our forecast for enterprise margins and farm system incomes in 2020 that was published in November
2019 is used as the Baseline with which to compare our COVID-19 scenario (Dillon et al., 2019). For a
discussion of the Cattle enterprise forecast see Loughrey and Hanrahan (2019) and Kinsella and
Hanrahan (2019) for a discussion of our forecast of the 2020 mid-season lamb enterprise margin.
COVID-19 Scenario 1 (S1)







Finished cattle prices in 2020 on average 10% lower than in 2019: implies R3 Steer price of
€323/100kg exclusive of VAT
Sales volume of cattle and sheep decline by 4% relative to forecast volume in absence of
COVID-19
Lamb prices in 2020 on average 10% lower than in 2019: implies a Heavy Lamb price of
€415/100 kg exclusive of VAT
Young cattle prices are also assumed to decline by 10% relative to 2019 in parallel with
finished cattle prices
Fuel costs assumed to decline by 30% relative to 2019 due to COVID-19, reflected in a 3%
decline in Overhead costs
Due to delays in the marketing of both finished cattle and younger cattle, and increased
cattle inventories on farm, feed costs increase by 2.5%

COVID-19 Scenario 2 (S2)







Finished cattle price in 2020 on average 15% lower than in 2019: implies R3 Steer Price of
€305/100kg exclusive of VAT
Sales volume of cattle and sheep decline by 7% relative to forecast volume in absence of
COVID-19
Lamb prices in 2020 on average 15% lower than in 2019: implies a Heavy Lamb price of
€392/100 kg exclusive of VAT
Young cattle prices are also assumed to decline by 15% relative to 2019
Fuel costs assumed to decline by 30% due to COVID-19, reflected in a 3% decline in
overhead costs
Due to delays in the marketing of both finished cattle and younger cattle, and increased
cattle inventories on farm, feed costs increase by 3.5%.

COVID-19 Scenario 3 (S3)



Finished cattle price in 2020 on average 20% lower than in 2019: implies R3 Steer Price of
€287/100kg exclusive of VAT
Sales volume of cattle and sheep decline by 10% relative to forecast volume in absence of
COVID-19
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Lamb prices in 2020 on average 20% lower than in 2019: implies a “Heavy Lamb” price of
€369/100 kg exclusive of VAT
Young cattle prices are also assumed to decline by 20% relative to 2019
Fuel costs assumed to decline by 30% relative to 2019 due to COVID-19 reflected in a 3%
decline in overhead costs
Due to delays in the marketing of both finished cattle and younger cattle, and increased
cattle inventories on farm feed costs increase by 4.5%.

Scenario Results: Cattle Rearing Farms
Across the three scenarios, output price reductions in 2020 of 10%, 15% and 20% relative to 2019 are
examined. In response to these price reductions, progressively larger adjustments are assumed to take
place to the volume of cattle sold off the average farms. Average cattle rearing farm income in 2020
is projected to fall by 39%, 60% and 78%, relative to the projected outcome in 2020 had the crisis not
occurred, as shown in Table 4.1. Under Scenario 1 family farm income (FFI) on Cattle Rearing farms
falls to €5,689, under Scenario 2 the fall in average family farm incomes is larger, with family farm
income (FFI) on Cattle Rearing farms falling to €3,756. Under the most extreme scenario (Scenario 3),
the average family farm income (FFI) on Cattle Rearing farms fall to €2,085.
Table 4.1: Cattle Rearing Average Family Farm Income under three COVID-19 scenarios
2018

2019e

2020f
(Pre COVID)

€8,310

€9,198

€9,399

2020f (COVID)
S1

S2

S3

€5,689

€3,756

€2,085
-

Output Price
Output Volume
Direct Costs
Overhead Costs

-10%
-4%
+2.5%
-3%

Relative to 2019
-15%
-7%
+3.5%
-3%

Average FFI

Relative to 2020f (Pre COVID)
-39%
-60%
-78%

Average FFI

-20%
-10%
+4.5%
-3%

Source: Agricultural Economics and Farm Surveys Department, Teagasc
Note: Costs referred to in Table 4.1 refer to additional COVID related costs plus any inflation in costs for the pre COVID 2020 scenario.

Scenario Results: Cattle Other (Finishing) Farms
Across the three scenarios, output price reductions in 2020 of 10%, 15% and 20% relative to 2019 are
examined. As assumed for our analysis of the impact on Cattle Rearing Farms, progressively larger
negative adjustments are assumed to take place to the volume of cattle sold off the average Cattle
Other farm. Average cattle other farm income in 2020 is projected to fall by 41%, 58% and 74%,
relative to the projected outcome in 2020 had the crisis not occurred, as shown in Table 4.2. Under
Scenario 1, family farm income (FFI) on Cattle Rearing farms falls to €8,922, under Scenario 2 the fall
in family farm incomes is larger, with family farm income (FFI) on Cattle Rearing farms falling to €6,360.
Under the most extreme scenario (Scenario 3), family farm income (FFI) on the average Cattle Rearing
farms falls to €3,896.
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Table 4.2: Cattle Other Average Family Farm Income under three COVID-19 scenarios
2018

2019e

2020f
(Pre COVID)

€14,560

€15,508

€15,117

2020f (COVID)
S1

S2

S3

€8,922

€6,360

€3,896

Output Price
Output Volume
Direct Costs
Overhead Costs

-10%
-4%%
+2.5%
-3%

Relative to 2019
-15%
-7%%
+3.5%
-3%

-20%
-10%
+4.5%
-3%

Average FFI

Relative to 2020f (Pre COVID)
-41%
-58%
-74%

Average FFI

Source: Agricultural Economics and Farm Surveys Department, Teagasc
Note: Costs referred to in Table 4.2 refer to additional COVID related costs plus any inflation in costs for the pre COVID 2020 scenario.

Scenario Results: Sheep Farms
Across the three scenarios output price reductions of 10%, 15% and 20% in 2020, relative to 2019, are
examined. Reflecting the fact that many sheep farms also have cattle, the impact of similar cattle price
reductions is also factored in. As with the analysis of the two cattle farm systems, we also assume that
progressively larger reductions in the volume of sheep marketed occur as a result of the COVID-19
pandemic. These production adjustments affect both the value of output and production costs.
Average sheep farm income in 2020 is projected to fall by 27%, 44% and 59%, relative to the projected
outcome in 2020 had the crisis not occurred, as shown in Table 4.3. Under Scenario 1 the average
sheep farm income falls to €10,989. Under Scenario 2 the decline in income increase, with income
falling to €8,448. In the most extreme scenario, Scenario 3, the average Sheep farm income is €6,252.
Table 4.3: Sheep Average Family Farm Income under three COVID-19 scenarios
2018

2019e

2020f
(Pre COVID)

€13,297

€13,847

€15,103

2020f (COVID)
S1

S2

S3

€10,989

€8,448

€6,252

Output Price
Output Volume
Direct Costs
Overhead Costs

-10%
-4%
+2.5%
-3%

Relative to 2019
-15%
-7%
+3.5%
-3%

-20%
-10%
+4.5%
-3%

Average FFI

Relative to 2020f (Pre COVID)
-27%
-44%
-59%

Average FFI

Source: Agricultural Economics and Farm Surveys Department, Teagasc
Note: Costs referred to in Table 4.3 refer to additional COVID related costs plus any inflation in costs for the pre COVID 2020 scenario.
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5 DAIRY
The possible impact of COVID 19 on average dairy family farm income was also examined. We have
looked at three scenarios, based mainly around lower milk price levels, along with the impact of a
lower volume of milk being delivered to processors in 2020 than had been anticipated in advance of
the pandemic.
Supply Side
The strong seasonality in Irish milk production means that milk prices in the period from March to
September have a disproportionate impact on the milk price, given that over75% of the annual milk
deliveries take place in this period. With dairy commodity prices in decline, this will lead to lower farm
milk prices through the peak period of milk production in 2020, meaning that it will have a
disproportionate impact on the annual average milk price for the year as a whole.
Figure 5.1: Proportion of Milk Delivered in Ireland by Month (2019)
14%

12%
10%
8%
6%
4%
2%
0%

Jan

Feb

Mar

Apr

May

June

Jul

Aug

Sep

Oct

Nov

Dec

Source: CSO

As we entered 2020, the potential for a further increase in Irish milk production was already clear. On
the assumption of normal weather conditions, even without an increase in milk yield, the continuing
increase in the size of the Irish dairy herd would be sufficient to increase Irish milk production by 5%.
The increase in the required monthly processing capacity since the removal of the EU milk quota
system is evident in Figure 5.2. A further increase in peak is possible in 2020. During the peak milk
deliveries period there are challenges in ensuring that all milk is processed and any loss of processing
capacity due to COVID-19 would likely lead to a need to dispose of unprocessed milk, with adverse
economic consequences.
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Figure 5.2: Monthly milk production in 2014, 2019 and 2020
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Irish dairy exports have become increasingly diverse in the last 20 years, with an increasing share of
milk going into cheese, infant formula and fat filled powders. Nevertheless, the share of milk in basic
commodities (where price competition is most intense) remains substantial. In excess of 250,000
tonnes of butter are exported and this creates a skim milk volume sufficient to produce over 500,000
tonnes of skimmed milk powder (SMP), much of which is transformed into fat filled powder.
Figure 5.3: Composition of Irish Dairy Exports in 2019
400
350

000 tonnes

300
250
200
150
100
50
0
FFP

Cheese Butter

SMP

IF

Whey

WMP

Casein

Milk

Yog &
B'milk

Other

Source: Eurostat and CLAL
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Demand Side
The powder market has only recently recovered from a two year period of extremely depressed
market prices, which resulted in a very large build-up of SMP in intervention stocks which took a long
time to dispose of. The impact of the recession will see intervention buying reintroduced for SMP and
will see a severe weakening in the price of powder products generally. Butter prices will also be
adversely affected, although prices should remain well in excess of butter intervention level. The
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impact of COVID-19 crisis on the prices of products such as infant formula, cheese, whey, casein and
fresh products should be less severe.
Irish dairy’s status as a large net exporter and the nature of its dairy product mix, means that it
experiences greater milk price volatility than the dairy sector in many other EU member states. In
times of scarcity this mean that Irish milk prices tend to benefit disproportionately. However, on the
down side, Irish milk prices tend to fall to a greater extent in times of surplus.
Figure 5.4: Monthly Irish, French and EU average Milk Prices 2015 to 2020
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In so far as dairy farmers have locked in some of their milk production in fixed price contracts with
their milk processor, this will also mitigate the negative impact of COVID-19 price developments on
family farm income in 2020. However, due to a range of factors, the volume of milk in fixed price
contracts in Ireland remains relatively low.
Figure 5.5: European Wholesale Butter Monthly Prices 2014 to April 2020
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19

Jan-18

Jan-19

Jan-20

Figure 5.6: European Wholesale SMP Monthly Prices 2014- April 2020
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Figure 5.7: European Cheddar and Whey Powder Monthly Prices to April 2020
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Production Costs
Dairy farmers have some capacity to reduce their production costs and/or their production in
response to lower milk prices. In the scenarios, we assume lower volumes of concentrate usage. This
capacity to reduce costs of production and the volume of milk produced per hectare and per cow is
likely to offer dairy farms some limited capacity to adjust their supply in the face of lower prices or
reduced capacity to process milk by the Irish milk processing industry.
The COVID-19 driven reduction in oil and energy prices, will see reduced fuel costs and to a lesser
extent lower electricity costs on Irish dairy farms, as compared to what would have been reasonably
forecast in a world where this crisis did not occur.
Pre COVID-19 expectations for 2020






Annual average milk price for 2020 would be relatively unchanged on 2019. 34c per litre vat
inclusive at national average fat (4.17%) and protein (3.54%), equivalent to a base price of
31.1 c per litre
Milk production would increase by a further 5% relative to 2019
Feed and fertiliser prices would be lower than in 2019
Average FFI on dairy farm would increase from an estimated €70,200 in 2019 to about €76,750
in 2020.

Scenarios
COVID-19 Crisis expectations for 2020


Three scenarios for milk price and milk volume are examined. Input use was also adjusted. For
simplicity, it is assumed that the milk price has not been forward contracted.

COVID-19 Scenario 1:





Milk price 30.6 c per litre vat inclusive at national average fat and protein (down 10% relative
to 2019), equivalent to a base price of 28.0c per litre.
Milk Volume (up 2% on 2019)
Concentrates Volume (down 3% on 2019)
Fuel/electricity price (down 25% on 2019)

COVID Scenario 2:





Milk price 28.9 c per litre vat inclusive at national average fat and protein ( down 15% relative
to 2019) ,equivalent to a base price of 26.4c per litre.
Milk Volume (down 1% on 2019)
Concentrates Volume (down 6% on 2019)
Fuel/electricity price (down 25% on 2019)

COVID-19 Scenario 3:





Milk price 27.2 c per litre vat inclusive at national average fat and protein (down 20% relative
to 2019) equivalent to a base price of 24.9 c per litre
Milk Volume (down 3% on 2019)
Concentrates Volume (down 9% on 2019)
Fuel/electricity price (down 25% on 2019)
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Note: Fixed milk price contracts will offset some (but not all) of the drop in spot milk prices. The
volume of milk in fixed milk price contracts is limited. No official figures are available, but it remains a
small proportion of the national milk pool. Some farmers will have no milk in a fixed price contract.
Scenario Results: Dairy
Across the three scenarios output price reductions of 10%, 15% and 20% in 2020 are examined. In
these scenarios, no disruption to processing capacity associated with COVID-19 is assumed to occur.
In response to these price reductions, modest production adjustments are projected to take place.
Across the scenarios, these production adjustments affect both the value of output and production
costs. Average dairy farm income in 2020 is projected to fall by 21%, 36% and 49%, relative to the
projected outcome had the crisis not occurred, as shown in Table 5.1. These reductions equate to an
average dairy income in 2020 of €60,985, €49,346 and €39,505 respectively, under each of the three
scenarios.
Table 5.1: Dairy Average Family Farm Income under three COVID-19 scenarios
2018

2019e

2020f
(Pre COVID)

2020f (COVID)
Scenario
1

Scenario
2

Scenario
3

€60,985

€49,346

€39,505

Milk Price
Milk Production
Fuel/Electricity Price

-10%
+2%
-25%

Relative to 2019
-15%
+1%
-25%

-20%
-3%
-25%

Average FFI

Relative to 2020f (Pre COVID)
-21%
-36%
-49%

Average FFI

€61,446

€70,200

€76,750

Source: Agricultural Economics and Farm Surveys Department, Teagasc
Note: Costs referred to in Table 4.2 refer to additional COVID related costs plus any inflation in costs for the pre COVID 2020 scenario.
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6 TILLAGE
Finally, the possible impact of COVID-19 on average specialist tillage family farm income was
examined. We have looked at three scenarios, based mainly around alternative cereal price levels,
alternative subsidiary enterprises (beef and sheep) prices and volumes, and finally the impact of
alterative cost mitigation strategies and COVID-19 related reductions in the fuel bill on tillage farms.
Cereal Price and Volume Assumptions
Supply Side
The potential impact of COVID-19 on cereal supply and demand dynamics, both internationally and
nationally, will influence prevailing Irish prices at harvest 2020. On the supply side, COVID-19 related
factors are much more limited than the potential supply side impacts across other sectors, such as
livestock and dairy products. On the supply side, it is the traditional, non-COVID-19 related, factors
such as weather and prevailing economics at sowing time, which have the most potential to impact
total supply of individual cereal crops. At the time of writing, world and EU forecasts for supply of the
main cereal crops were for a slightly divergent story on wheat compared with barley. Whilst the
European Commission is forecasting an increase in global cereal production for 2020/21, EU cereal
production is forecast to decrease slightly in 2020/21 relative to the previous year, due in large part
to weather conditions at the time of winter planting. EU cereal production is forecast to be 287.8 mt
in 2020/21, which represents a 2.2% decline year on year, with the biggest decline forecast for the
wheat crop. In general, these supply conditions, for the EU, could be viewed as having a potentially
slightly bullish (positive) effect on harvest prices in 2020, cet. par.
Figure 6.1: Forecasted Supply of Cereals EU
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The only possible slightly bullish (positive) effect, directly COVID-19 related is associated with some
speculation regarding disruptions to supply chains in the Southern Hemisphere. Whilst the spread of
COVID 19 came just ahead of the main crop growing season across Europe and North America, at the
time of writing there was some concern about supply chains affecting input availability and price
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dynamics of fertilisers and agrochemicals at the start of the planting season in the Southern
Hemisphere. However, the timing could have been a lot worse for cereal farmers in Europe and North
America; the majority of their production inputs (seeds, fertilisers and agrochemicals) encountered
minimal disruption in their supply chains.
In tandem with supply chain uncertainties in the Southern Hemisphere, comes recent news regarding
the suspension of exports from Russia on foot of supply issues in the region, which too could be seen
as having bullish effects on prices in the short term.
Demand Side
With respect to demand factors that could have a potential impact on cereal prices, a number of these
could be viewed as COVID-19 related, unlike the afore mentioned supply factors, which are viewed
mostly as non COVID-19 related. Overall, as with the livestock and dairy analysis previously, the COVID19 related factors are mostly negative for demand, and ultimately negative for prices, representing a
‘bearish’ impact on cereal prices. Below is a list of the most ‘talked out’ factors which could have
consequences for cereal demand, and ultimately prices for cereals in the current harvest year.









At the outset of lock down restrictions in the EU, and the panic buying in retail outlets, the
result was a slight upward movement in demand for milling wheat. However, the positive
effect of this increase in demand was of little consequence at farm level in Ireland due to the
low levels of milling wheat produced in Ireland compared to feed grade varieties.
Potential demand for concentrate feed could be affected by a decrease in demand for
livestock and dairy products.
A reduction in ethanol demand, associated with low fuel prices globally, is already having a
negative effect on demand for maize for biofuel purposes in the US in particular, which will
inevitably mean an increase in maize supply on international feed grain markets. This is similar
to outcome in 2017, when maize supply was plentiful, where the knock on effect for feed
wheat in the EU was a fall in demand.
A reduction in demand for malting barley, associated with a decrease in demand for outside
the home alcohol sales, will have a twofold impact: (i) a decrease in supply of malting barley,
due to reductions in contracted tonnage volumes and (ii) an increase in feed barley volumes.
Both of these factors will impact negatively on total barley output value in Ireland.
Potential decrease in demand for straw, associated with straw destined for mushroom
compost, which could be adversely affected by fall off in food service demand in export and
domestic markets.

Potential Cereal Price Effects
In March and early April 2020, forward contract prices on offer in the Irish market, for harvest 2020
for feed wheat and barley, represented approximately a 10% increase in feed wheat harvest prices,
and stability in feed barley prices, over the 2019 levels. These prices could be assumed to reflect the
potential supply of EU wheat and barley at harvest 2020, given that wheat supply is forecast to be
down on 2019, and barley supply only very slightly up. However, the mostly negative set of factors,
associated with demand for cereals, in the COVID-19 situation are not considered to be fully factored
into the afore mentioned prices, and future contract forward prices reflected in Figure 6.2.
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Figure 6.2: Forward contract prices for wheat for harvest 2020
195

€ per tonne

190

185

180

175

170
12-Sep-17

Sep-20 Paris Wheat

12-Mar-18

12-Sep-18

12-Mar-19

12-Sep-19

12-Mar-20

Source: AHDB

In general, market reports are indicating at present (April 2020) that there are a mostly negative set
of pressures that could weigh negatively on wheat and barley prices as we move through 2020. Hence,
the previous 10% increase in wheat prices and stability on barley prices is assumed to be best case
scenario in terms of an eventual harvest price. Latest Strategie Grains wheat market indications point
to the pandemic causing pressure on world demand, with oil prices causing problems for ethanol
production and feed maize availability. In general, there are market indications that the
competitiveness of EU (and Irish wheat) will need to erode, which will result in a decrease in wheat
prices in the EU as the year progresses. In addition, Strategie Grains (April 2020) went with a headline
that reflected downward movement in barley prices associated with COVID pressures: ‘market
heaviness intensifies in wake of coronavirus crisis’ (p.1).
Subsidiarity enterprise effects on specialist tillage farms
A final output variable, which needs to be considered on specialist tillage farms, is the value of
subsidiary beef and sheep enterprises. Whilst specialist tillage farms are so called because of the
importance of crop based output to total farm gross output, it is important to remember that these
farms in Ireland also tend to have a non-negligible subsidiary enterprise, which in many cases are
finished beef enterprises or sheep enterprises. Figure 6.3 illustrates the contribution of various output
categories to average farm gross output, on specialist tillage farms in Ireland. This figure shows that
on average in 2018, on specialist tillage farms, beef and sheep output contributed just over 30% to
total farm gross output, the same in output terms, as decoupled payments made to total farm gross
output. Hence, it is important to take changes in gross output associated with livestock production
into account on these farms. All price and volume shocks on beef and sheep farms outlined previously
in the paper are replicated here for the analysis of beef and sheep on specialist tillage farms.
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Figure 6.3: Gross Output Value on Specialist Tillage Farms, 2018
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Farmer response to COVID-19 related cereal price changes
No reduction in cereal output volume on Irish tillage farms due to COVID-19 is assumed, as it is not
considered sensible as a strategy. However, a new forecast for 2020 family farm income (updating the
previous forecast from November 2019) was produced in March of this year, to reflect the updated
situation with regard to sowing levels to individual crops, due to a large reduction in winter crops due
to adverse weather conditions in late 2019 and early 2020.
Tillage farmers have limited capacity to reduce their production costs in response to lower cereal
prices and returns on subsidiary beef and sheep enterprises. Consequently, in these scenarios we
factor in a 30% fuel price reduction affecting direct costs (and associated overhead costs) on tillage
farms, due to demand curtailment in fuel reflecting the COVID-19 demand shocks. Some minor direct
cost adjustments are also included, to reflect slightly higher direct costs associated with subsidiary
livestock enterprises.
Pre COVID-19 expectations for 2020









An update of the 2020 forecast exercise, carried out in November 2019, for family farm
income on specialist tillage farms was carried out in March 2020, to reflect updated prices and
volume potential reflecting updated sowing information and market prices. This updated
income forecast did not include any market changes associated with COVID-19.
Harvest price for cereals for 2020
o Wheat prices up by 10% and barley prices unchanged on 2019 harvest price
o €160 per tonne for feed wheat and €140 per tonne for feed barley at 20% moisture
Cereal production
o Decrease due to reduced winter sowing and trend yields
o Total production volume estimated to be down by approx. 17% compared to 2019
Seed and fertiliser:
o Prices would be lower than in 2019
Average Tillage FFI
o Decrease to €30,017 in 2020 (from estimated €30,723 in 2019).
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Scenarios
COVID-19 Crisis expectations for 2020


Looked at three scenarios for cereal prices, beef prices and sheep prices and associated
volumes. The input price for fuel was also adjusted downward, with some minor upward
movement in direct costs associated with livestock production.

COVID-19 Scenario 1:








Feed wheat price €160 per tonne, at 20% moisture (up 10% on 2019 farm gate price),
reflecting forward contract prices prevailing in mid-April 2020
Feed barley price €140 per tonne, at 20% moisture (no change on 2019 farm gate price),
reflecting forward buying opportunities in mid-April 2020
Cereal Volume (down 17% on 2019 levels)
Beef and sheep price (down 10% on 2019 level)
Beef and sheep volume (down 4% on 2019 level)
Fuel costs down 30% on 2019 level
Livestock related direct costs up 2.5% on 2019 level

COVID-19 Scenario 2:








Feed wheat price €145 per tonne, at 20% moisture (no change on 2019 farm gate price)
Feed barley price €125 per tonne, at 20% moisture (-10% on 2019 farm gate price)
Cereal Volume (down 17% on 2019 levels)
Beef and sheep price (down 15% on 2019 level)
Beef and sheep volume (down 7% on 2019 level)
Fuel costs down 30% on 2019 level
Livestock related direct costs up 3.5% on 2019 levels

COVID-19 Scenario 3:








Feed wheat price €130 per tonne, at 20% moisture (-10% on 2019 farm gate price)
Feed barley price €110 per tonne, at 20% moisture (-20% on 2019 farm gate price)
Cereal Volume (down 17% on 2019 levels)
Beef and sheep price (down 20% on 2019 level)
Beef and sheep volume (down 10% on 2019 level)
Fuel costs down 30% on 2019 level
Livestock related direct costs up 4.5% on 2019 levels

Table 6.1 shows that, across the three COVID 19 scenarios, cereal output price changes for feed wheat
and barley are slightly different. The assumption for feed wheat prices are for plus 10%, no change,
and minus 10% in cereal price relative to 2019. The assumption for feed barely is slightly more
pessimistic, with an assumption of no change, minus 10% and minus 20% relative to 2019. As
explained previously, specialist tillage farms typically also have other enterprises (principally beef) and
therefore price reductions for beef are also factored in.
In response to these price reductions, limited production adjustments, (COVID-19 related) are
projected to take place. The one exception to this on tillage farms is malting barley, where it is
assumed that approximately 15% of malting tonnage is redirected to feed barley in 2020.

27

Average tillage farm income in 2020 in S1, S2 and S3 are €28,198, €23,031 and €17,829 respectively.
These figures represent a projected fall in income by 7%, 25% and 42%, relative to the projected
outcome in 2020 had the crisis not occurred.
Table 6.1: Specialist Tillage Average Family Farm Income under three COVID-19 scenarios*

Average FFI

2018

2019e

2020f
(Pre
COVID)*

€40,634

€30,723

€30,017

Wheat Price
Barley price
Cereals Volume**
Beef & sheep price
Beef & sheep volume
Fuel Costs***
Livestock direct costs***

2020f (COVID)

Scenario 1
€28,198

Scenario 2
€23,031

Scenario 3
€17,829

10%
No change
-17%
-10%
-4%
-30%
+2.5%

Relative to 2019
No change
-10%
-17%
-15%
-7%
-30%
+3.5%

-10%
-20%
-17%
-20%
-10%
-30%
+4.5%

Relative to 2020f (Pre COVID)
- 6%
-23%
- 41%

Average FFI
Source: Agricultural Economics and Farm Surveys Department, Teagasc
Notes:

*2020f (Pre-COVID) is based on an updated forecast (originally produced in November 2019) for specialist tillage farms produced in March
2020, reflecting sowing conditions to date in Spring 2020, and prevailing market prices in Spring 2020, pre COVID-19 effects.
**Cereal volume changes referred to in Table 6.1 are non-COVID related and already factored into the pre-COVID 2020 scenario.
***Fuel costs and livestock direct costs referred to in Table 5.1 refer to additional COVID related costs plus any inflation in costs for the pre
COVID 2020 scenario.
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7 OVERALL IMPACT OF COVID-19
The impact of the three scenarios on average family farm income is summarised in Table 7.1. Across
the three scenarios, the projected COVID-19 reductions in the average income in 2020 are 26%, 42%
and 57%, relative to the 2020 forecast, had there been no COVID-19 pandemic.
In terms of the percentage drop in incomes, beef farming is projected to be the worst affected sector
within agriculture, while in absolute terms the reduction in average farm incomes is projected to be
largest on dairy farms.
Table 7.1: Average Family Farm Income under three COVID-19 scenarios*
2018

Average FFI

€
23,093

2019e

2020f
(Pre COVID)

€
24,525

€
25,724

2020f (COVID)
Scenario
1

Scenario
2

Scenario
3

€
19,112

€
14,906

€
11,167

Relative to 2019
-39.2%
-54.5%

Change in FFI

-22.1%

Change in FFI

Relative to 2020f (Pre COVID)
-25.7%
-42.1%
-56.5%

Source: Agricultural Economics and Farm Surveys Department, Teagasc

*Average excludes the mixed livestock system and therefore differs slightly from published NFS average income figures

The impact of the three scenarios on the aggregate income in agriculture is summarised in Table 7.2.
In the analysis of aggregate income, the COVID-19 impact on sectors of agriculture not covered in our
analysis of the impact on National Farm Survey farm types is also included. In the aggregate, across
the three scenarios examined, the total COVID-19 related reduction in income across primary
agriculture in Ireland in 2020 is estimated to be €0.7 billion, €1.2 billion and €1.6 billion, representing
aggregate income reductions of 22%, 37% and 50% respectively, relative to the 2020 forecast, had
there been no COVID-19 pandemic.
Table 7.2: Operating Surplus in Agriculture under three COVID-19 scenarios
2018

2019e

2020f
(Pre COVID)

2020f (COVID)
Scenario
1

Scenario
2

Scenario
3

2.555

€ billion
2.074

1.654

% change

-16%

Relative to 2019
-32%

-46%

% change

Relative to 2020f (Pre COVID)
-22%
-37%
-50%

Operating Surplus

2.849

€ billion
3.045

3.280

Source: Agricultural Economics and Farm Surveys Department, Teagasc
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8 CONCLUSION
This study makes an initial assessment of the implications of COVID-19 for the agricultural sector in
Ireland. The COVID-19 lockdown measures have not had any significant impact on the capacity of most
farmers to engage in production, since, with the exception of horticulture, most farm labour is
provided by the farm family. However, with the contraction in demand in the food service sector,
excess supply has become a problem in international commodity markets, which has sent commodity
prices onto a downward trajectory, with this decline now becoming evident also in the prices received
by farmers in Ireland.
The relatively fixed nature of supply in agriculture in the short term, means that there is little scope
for farmers to address their cost base and it also means that the adjustment in prices required to
restore balance to agricultural market is likely to be severe. Governments around the world may
intervene with extraordinary measures to support food producers and other actors in the food supply
chain, and may also take actions that boost demand (food aid and other assistance programmes). To
the extent that such initiatives occur, they will help to stem the decline in commodity prices and farm
prices.
No attempt has been made here to incorporate any estimate or forecast of any such government
intervention to support agricultural incomes. Some farmers will qualify for the income supports and
other assistance provided by the Irish government to workers, the self-employed and business owners
who have been negatively affected by the public health measures introduced to limit the health
impact of the COVID-19 pandemic. Such income supports are not part of family farm income or
agricultural sector income, as defined by the Teagasc National Farm Survey or the Central Statistics
Office. Nevertheless, for many farm and non-farm households, the receipt of these payments will
provide much needed income support.
The decline in farm prices will translate into substantial income reductions for Irish farmers, with beef
farmers in particular at risk of experiencing very low levels of income in 2020. There will be a buildup of stocks in 2020, which will mean that the market imbalance created by the COVID-19 crisis will
persist. Taking a slightly longer view, depressed demand, associated with low economic growth, will
slow the recovery in farm prices and farm incomes.
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