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An Roinn Talmhaiochta,
Bia agus Mara

Department of Agriculture,
Food and the Marine

IRELAND’S AGRI-FOOD SECTOR

Ireland’s Agri-Food sector encompasses primary production (agriculture,
fishing and forestry) as well as food, beverage and horticulture production
and wood processing.

According to the most recently available annual data (2019) from the
Department of Agriculture, Food and the Marine (DAFM), employment in

the agri-food sector accounts for approximately 164,400 jobs or 7.1% of total
employment in Ireland. It represents 6.7% of modified Gross National Income
and 9.5% of total merchandising exports. Data from the Central Statistics
Office (CSO) shows that the food and beverages sector accounts for 19%

of all industrial turnover and 21% of all manufacturing industry turnover.
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DAFM and the CSO statistics for the Agri-Food sector include food, drink and
edible horticulture along with non-edible items such as live horses, animal
foodstuffs, forestry and amenity horticulture, and animal hides and skins.

Exports of non-edible Agri-Food sector goods are estimated by Ireland’s
Department of Agriculture, Food and the Marine at €1.3bn in 2020. Adding
this estimate to the Bord Bia figures for the food, drink and horticulture
sectors, which are the focus of this report, indicates that total Agri-Food
sector exports in 2020 amounted to €14.3 bn.







The world kept eating in 2020 despite the
global pandemic, but the channels by which
Ireland’s food and drink arrives to consumers
were disrupted, and consumers across the
world have begun adopting new behaviours.
2020 has been a challenging year for people
across all continents, and one that presents
both difficulty and opportunity to Ireland’s
Food and Drink prospects.

In 2020, we saw a slight decline of -2% on
global exports of food and drink. This decline
is minimal in the face of towering pandemic
challenges such as the effective closure of
foodservice, an increase in shipping costs,
and dramatic life and behaviour changes at a
consumer level driven by working from home,
and a new relationship with time, commuting,
public spaces and leisure.
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This year has played out with three
issues happening or looming on the
horizon: the global pandemic, Brexit
(and the multitudinous scenarios of
how it may eventually fall), and the
incessant and growing climate crisis.

Behind overall performance in
exports (expressed as a relatively
modest decrease) are massive
challenges at a strategic,
category and channel level.

Irish food and drink exports occur

in the midst of a challenging global
environment. We remain cognisant

and engaged with the shifting context
that our exporting client companies are
operating in, and 2020 was challenging
in unique ways.

The pandemic affected every country in
the world and demonstrated repeatedly
the interconnected and interdependent
nature of the modern global order.
Emerging economies in Asia and Africa
were, comparatively, domestically

spared but the market for the
exports those countries produce
was significantly challenged.

Driven by lockdown and uncertainty
about the future, the savings rate in
nearly all economies increased
rapidly. Less funds were dedicated
to consumption as a result.

Recovery in China in particular has
been quicker than expected. The

OECD has revised its expectations for
the extent of global recession to be far
less significant than originally expected.

The group now expects China to grow in
2020 —by 1.8%. Every other market will
shrink in GDP terms, but the expectations
for return to growth have improved.
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The red thread that connects all is

the need to carefully focus on shifting
cultural and behavioural markers (the
desire to eat locally, home as sanctuary,
the urge to consume more efficiently,
reducing food waste). Within these meta
themes lies the strategic response from
our food and drink producers, and a way

to make 2020 a pivotal year of learning
for positive change.

We present the performance of the
Irish food and drink industry in 2020
and its prospects in 2021 in the
following document.

The lens through which we are analysing
performance is year-on-year changes

for the most part. We also look at the
changes since the Brexit vote in 2016

— particularly relevant and instructive
as the Withdrawal Agreement comes to
an end at the end of a tumultuous 2020.
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Irish food and drink exports for 2020
were worth €13bn, a 2% decline on the
2019 figure. This slight decline comes

in the context of the largest disruption
to normal market operation globally
since the end of World War II. Within this
decline are increases in the value of Irish
dairy, pigmeat and sheepmeat exports
and increases in the value of exports to
Asia, Africa and the Middle East.

Category

Dairy

Meat
and Livestock

Beef (inc. offals)

Pigmeat

Sheep

Poultry

Other Meat

Live Animals

Horticulture

Seafood

PCF

Alcohol

Total

FY2019 (€)
5,032,197,309
3,309,787,944

2,123,166,413
514,819,131
319,440,128
155,279,410
13,612,441

183,470,421

204,721,696
492,575,397
2,592,179,363
1,600,751,241

13,232,212,950

FY2020 est. (€)

5,166,544,104

3,379,698,911

2,071,003,434
586,176,683
356,858,628
152,088,357
12,033,398

201,538,410

220,681,823
442,895,371
2,493,120,272
1,297,261,690

13,000,202,172

% Change YoY

3%

2%

-2%
14%
12%
-2%
-12%

10%

8%

-10%

-4%

-19%

-2%

FULL
YEAR
EXPORT
VALUES
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| : | Exports of food and drink from Ireland have increased
= t 16% in value since 2016 — the year that the UK voted to
\ ‘ LS . leave the European Union. The majority of that growth
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MARKET CHALLENGES

The emergence of Covid-19 at the end of 2019 in China
appeared at first as a regional health challenge, which
quickly morphed into a global pandemic, with social,
cultural and economic implications. As lockdowns and
travel restrictions spread across the globe through
February and March 2020, the global trade in goods
including food and drink entered challenging straits,
with an emerging emphasis on local produce.

The Irish government designated food production as
essential early in the crisis which enabled businesses
to continue to function. The cost and logistics of
shipping were challenging. Shipping costs doubled for
many, and some key routes became unavailable, due
to displacement of many containers from their normal
routes. For Asian routes, elevated costs persisted
throughout the year.

=3 €

Both sterling and the dollar weakened
slightly against the Euro over the year,
but the core economic disruption of
Covid-19 was focused on channel,

and not currency.

This was partly due to the range and
substance of government intervention
to prop up businesses and incomes.
Across most Western governments,
significant increases in unemployment
assistance for those rendered out of
work as a result of the pandemic could
be observed alongside supports for
businesses. Significant government

spending was supported by low interest

bond purchases. The European Union
committed to significant spending to
support member state economies

while retooling for a changed future.

Consumption habits globally shifted

as people moved to working from
home. The closure of food service —

a channel that is the destination for a
disproportionate part of Ireland’s higher
value food and drink exports, notably in
alcohol, beef and seafood — presented
significant challenges, balanced
somewhat by increases in at-home
consumption and retail sales.
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Exports to the UK sustained through
2020, despite Brexit trade negotiations
injecting uncertainty into trade with our
largest trading partner. In late December
a Trade and Cooperation Agreement
was struck between the EU27 and the
UK removing the risk of immediate
imposition of tariffs and quoatas in 2021.

Decline in demand as a result of
Covid-19 restrictions and job losses
drive the 5% decline in the value of
exports to the UK while exporters made
contingency plans for a no-deal Brexit.
This included extensive participation in
customs readiness schemes developed
and delivered by Bord Bia alongside
entire supply chain assessments and
customer engagement in the UK.
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Trade disputes and unpredictability in
international trade persisted, alongside the
pandemic. Tariffs imposed by the US on
European agri-food produce continued. The
results of the US election in November may
bring some favourable change to elements
of US trade policy, though the removal of
existing tariffs on exports of alcohol and
dairy products is unlikely.

o

China’s internal challenges with African
Swine Fever (ASF) continues to impact
the global demand and price for pigmeat,
across the agri-food sector. The rapid rate
at which China is rebuilding domestic
capacity to supply pigmeat may have
implications in 2021 and 2022.

p

The EU-Vietnam Free Trade

Agreement came into force in July,

which will reduce tariffs on beef to

zero over three years and on dairy over
five years. Irish exports to Vietnam have
been in growth over previous years and
this FTA along with the underlying positive
demographic and socio economic trends
in the country will increase Vietnam’s
importance as a key importer.

4

Following the agreement and

publication of the EU-Mercosur
association agreement in 2019, it has

not yet entered into force. Ratification in
its current form will be difficult as farmers
across the EU have been focussing their
campaigning particularly on Brazilian
meat production. If ratified, it would lead
to significant increases in the flow of

beef from South America to the EU.
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