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Foreword

Rowena Dwyer, Chief Economist, IFA

National farm income in 2009 is estimated to be down by 29% on 2008. The main factors affecting
farm incomes in 2009 have been the fall in product prices in almost all of the main farming systems,
Government cuts in farm schemes and continuing high input costs.

While input prices have fallen from the record highs of 2008, the fall has not been sufficient to offset
the reduction in output prices.

The changes in total (aggregate) farm income mask very divergent trends between different sectors
of farming. While prices fell for almost all commodities, the extent of the price drop varied greatly,
from huge price falls in the dairy and cereal sectors to a situation of effective price stability for the
sheep and poultry sectors.

The income implications of the flooding of late 2009 are not included in this Farm Income estimate,
as the costs will take some time to assess in the areas most affected. Clearly, it will add to farm costs
both in 2009 and into 2010.

The following are the most important factors contributing to the overall outturn for the sector this year.

Milk prices in 2009 collapsed. A slight price recovery began to emerge at the latter stages of the year,
but the overall price drop is expected to be 31%. For the Cereals sector, the severe price drop experienced
in 2008 continued, with a further fall of 27% on 2008 prices, and a fall in production of 25%.

In the Cattle sector in 2009, production remained reasonably stable, falling back by about 2%, but
price dropped by 10%. For the Sheep sector, there was a very slight increase on the 2008 price;
however production fell by about 5%, reflecting the continuing decline in the ewe flock.

The Pigmeat sector experienced a fall both in prices, of 8%, and a fall in production of about 5%.
The fall in production was directly as a result of the reduction in the breeding herd due to the Pork
Dioxin Crisis at the end of 2008.

On the cost side, prices for the major inputs, including feedstuffs, fertiliser and energy were all down
from the exceptionally high 2008 prices. Feed and fertiliser prices fell by about 8%, while energy
prices fell by about 15%. Prices for other inputs, including services, maintenance and repairs,
veterinary and crop protection products all stayed the same as 2008, or rose slightly.

The decoupled Single Payment amounted to approximately €1.3 billion in 2009, with additional Net
Direct Payments, including REPS and Disadvantaged Areas amounting to a further €550 m.

Overall, the Farm Income situation is very negative in 2009, showing a reduction in National Farm
Income of €676m, or 29%, to €1.65 billion.

Farm-related borrowing peaked in 2009 at €5.4 billion, having risen from €3.5 billion in 2005

Farm Income Review 2009 seeks to present the main relevant economic and statistical analysis on
farm income this year and over a number of recent years. It draws on published data from the CSO,
Teagasc and the Department of Agriculture. It seeks also to look ahead to the main issues in 2010.
The information in this Review is to assist the officers and members of IFA in understanding the
components of farm income, in preparing future IFA policies, and in presenting IFA policies to
Government, public representatives and the media.



1. REVIEW OF AGRICULTURAL
OUTPUT AND INCOME 2009

1.1 Overview of Farm Income in 2009

It is estimated that the level of national farm income fell by 29% in 2009. With deflation of
4.4%, farm income in real terms decreased by 26%. Over the past two years, the decline in farm
incomes, in money terms, is approximately 38%.

Table 1.1: % Change in Farm Income 2009/08

National Farm Income

Year Money Terms | Real Terms

2009/2008 -29% -26%

1.2 Detailed Changes to Farm Income in 2009
Overall, the gross value of output decreased by about 19%, of which 17% was due to lower
product prices, while input costs fell by 9%.

In the Cattle Sector, production remained reasonably stable, falling back by about 2%, but price
dropped by 10%, affected by the depreciation of sterling. Milk prices in 2009 are expected to
be down by 31%, with production for the sector down by 2%, with a total fall in value for the
sector of 33%.

For the Sheep sector, there was a very slight increase on the 2008 price; however production fell
by about 5%, reflecting the continuing decline in the ewe flock. The Pigmeat sector experienced
a fall both in prices, of 8%, and in production, of 5%, due to the reduction in the breeding herd
resulting from the Pork Dioxin Crisis. Towards the end of 2009, production is beginning to
increase again, and it is expected that volume in 2010 will return to 2008 figures.

For the Poultry sector, production was up 6% in 2009, reflecting a growing demand for lower
priced meat during the economic downturn. Price remained on a par with 2008.

For the Cereals sector, the total value of the sector was halved in 2009, with prices falling by
31%, and the volume produced down 30%.

The Horticulture sectors experienced a very mixed 2009, with prices down from between 3%
for Mushrooms, 5% for Field Vegetables and 15% for Fresh Fruit. Production was up 10% for
the Fresh Fruit sector. In the Mushroom sector, which was particularly badly impacted during
the year by sterling, production was down by about 4%.



The Potato harvest price in 2009 is down on 2008 and presenting difficulties for the sector.
However the average price for the year overall is up on 2008. Production for the sector is up by
approximately 8%.

Feed and fertiliser prices fell by about 8%, while energy prices fell by about 13%. Prices for
other inputs, including services, maintenance and repairs, veterinary and crop protection
products all stayed the same as 2008, or rose slightly. The volume of inputs used fell overall,
with a projected 11% fall in fertiliser use.

The decoupled Single Payment amounted to approximately €1.3 billion in 2009, with other Net
Direct Payments, including REPS and Disadvantaged Areas amounting to a further €550m.

When depreciation, intermediate bank charges and wages paid to farm workers are deducted,
National Farm Income (as defined by the CSO) for 2009 is €1,655 m, 29% below 2008. Net
Interest Payments on farm borrowings fell from €445 m in 2008 to €336 m in 2009 due to lower
average interest rates, resulting in Net Farm Income of €1.3 billion.



Table 1.2 Agricultural Output, Inputs and Income 2008/2009 - Detailed

2008 Price Volume 2009
(€m) ch. (%) ch. (%) (€m)
Gross Value of Agr: Output
(incl. stock changes) 4,819 3,896
(of which)
Cattle 1,668 90% 98% 1,471
Milk 1,630 69% 98% 1,096
Sheep 171 101% 95% 164
Pigs 334 92% 95% 290
Poultry 151 101% 106% 162
Horses 217 80% 100% 173
Other livestock product 48 100% 100% 48
Cereals 200 69% 70% 97
Potatoes 74 112% 105% 87
Mushrooms 103 96% 96% 95
Other fresh veg 94 95% 100% 89
Fresh fruit 33 87% 110% 32
Turf 33 100% 90% 30
Other crops 63 98% 100% 62
- Current Inputs and Services 3,111 2,836
(of which)
Feedingstuffs 1,200 92% 98% 1,082
Fertilisers 507 92% 89% 415
Seeds 109 92% 95% 96
Energy and lubricants 345 87% 98% 294
Maintenance and repairs 355 102% 98% 355
Services 290 102% 98% 290
Crop protection products 60 102% 98% 60
Veterinary products 115 102% 98% 115
Other goods 130 102% 98% 130
= Gross Agricultural Product 1,708 1,060
+ Direct Payments (less levies) 1,904 1,876
- Depreciation 764 759
- Wages to Agr. Workers 436 430
- Intermediate Bank Charges 90 93
= National Farm Income ' 2,322 1,655
- Bank Interest and Charges 445 336
(=Net Farm Income) 1,877 1,310

! CSO measurement of National Farm Income; this is termed “Operating Surplus” by the CSOs
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1.3 Sectoral Incomes in 2008 and 2009

Estimates for the 2008 and 2009 Average Family Farm Income in the following table are based
on the farm income figures provided in the 2008 Teagasc National Farm Survey. The 2009
estimate is 23% below 2008, reflecting the national farm income decrease between 2008 and
2009 and an estimated 7% decline in farmer numbers. “Full-time” farmers refer to the 60% of
farms in the National Farm Survey where the farmer does not have an off-farm job. The public
sector and industrial earnings data is from the CSO.

Table 1.3 Comparisons of Sectoral Incomes 2008-2009

Income by Sector (€) 2008 2009 (est)
Average Public Sector Earnings 49,026 50,400
Average Industrial Wage 33,695 33,250
Average Family Farm Income — all farms 16,993 13,025
Average Family Farm Income — full-time farmers 21,100 16,170

As can be seen from the table above, the estimated Average Family Farm Income in 2009 is
€13,025, while, for a farmer with no off-farm job, income was €16,170, or 1/3 of Average Public
Sector Earnings.

1.4 Low Income Farm Families — Farm Assist

Following IFA’s campaign on behalf of low-income farm families, the Government introduced
the Farm Assist Scheme in April 1999. The scheme, operated by the Department of Social and
Family Affairs, is means-tested and 30% of the income assessed is disregarded and also some
disregard for dependant children. The following summarises the uptake and value of Farm
Assist in recent years.

Table 1.4 Farm Assist Expenditure (€m) 2005-2009

Year Expenditure Number Average Payment
(€m) Benefiting (€/week)

2005 67.3 7,824 165

2006 71.1 7,650 179

2007 78.7 7,400 205

2008 85.3 7,710 213

2009 96.3 8,845 209

Between 2005 and 2008, the numbers in receipt of Farm Assist remained very steady. However,
in 2009, due to the severe farm income situation facing many farm families, the uptake of Farm
Assist increased significantly. By end of 2009, there were 8,845 families in receipt of Farm
Assist, with a further 700 applications pending approval. Overall this represents a 24% increase
in participants from the 7,700 in 2008.

In Budget 2010, Farm Assist rates decreased by 4.1% in line with the decrease in overall Social
Welfare rates.



2. AGRICULTURAL PRODUCT
PRICE AND COST TRENDS

2.1 Product Price Trends
Table 2.1 sets out the price trends for the main agricultural products and the weighted average
price change for total agricultural output in index form, with 2000 prices = 100.

Reflecting the fall in product prices in all commodities, overall output prices in 2009 are only
3% above the 2000 level. Milk prices in 2009 are almost 25% below the 2000 price, with
Cereals prices 6% below.

Table 2.1 Product Price Trends 2000-2009

Commodity 2000 2006 2007 2008 2009
Cattle 100 113.2 110.5 127.8 114.8
Sheep 100 112.2 115 120.2 120.7
Pigs 100 108.8 103.2 112.4 102.5
Poultry 100 105 111.6 125.2 126.1
Milk 100 90.2 111.2 112.7 76.8
Cereals 100 110.6 185.5 133.1 94.2
Total Output 100 107.4 117.8 122.3 103.1

(CSO, with estimates for 2009)

2.2 Input Price Trends

The following table gives the trend in the prices of the main current farm inputs and total current
inputs, and also general inflation. Huge growth in input prices in 2008 resulted in total weighted
current input prices of 57% above the 2000 level.

Table 2.2 Input Price Trends 2000-2009

Current Inputs 2000 2006 2007 2008 2009
Feedingstuffs 100 111.1 125.2 144.4 132.1
Fertilisers 100 133.1 135.5 220.1 185.1
Energy 100 143.1 147.3 175 144.8
Plant Protection 100 101.7 101.7 103.1 105.1
Vet. Products 100 122.4 126.1 128.8 130.9
Services 100 124 128.5 136.5 139.4
Total Inputs 100 123.1 130 157.2 142.5
Inflation: CPI 100 124 127 132 126

(CSO, with estimates for 2009)

In 2009, input prices fell by almost 10% on 2008 figure, significantly in excess of the general
deflation of 4.4%. However, input prices remain 39% above 2000. When compared with product
prices, it is clear that the agricultural terms of trade have significantly deteriorated since 2000°.

2 Agricultural Terms of Trade = prices of agricultural outputs relative to the prices of agricultural inputs
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