


Farm Economics: The Dairy Economy – Profitability

Profitability

Sales / 
Output Cost

Variable 
Costs

Fixed 
Costs

Sales / Output:
- Milk Sales [Volume * Quality * Price]
- Cull Cow sales [Numbers * Price]
- Calf / store cattle sales [Breed / size / age]
- Dairy stock sales [Incalf heifers]
- BPS Entitlements
- AEOS / GLAS
- Disadvantaged Area

Fixed Costs:
Machinery running costs Professional fees
Household Land & Buildings Repairs & Maintenance
Land Rental Depreciation
Labour Bank / Leasing

Variable Costs:
Fertiliser  
Feed
Vet, Medicine & AI
Contractor
Dairy expenses/ haulage
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Impact of Milk Quality on Milk Price
Milk Price System

In recent years there has been a gradual move away from 
volume based payment toward payment paid on milk 

constituents. The price farmers receive per litre is dependent on:

For milk produced this month, farmers are typically paid in the 
middle (15th – 22nd) of the following month 

A
Fat 

(kgs)

B
Protein 
(kgs)

C
Water
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Learning Outcome 4.3.1(c) 



Learning Outcome 4.3.1(c) 



ICBF - Dairy Herd Performance report
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Farm Economics: Beef/sheep Sector – Operator differences
Key indicator – how much Direct Payments are they retaining
Output:

• Quality of animals / value at purchase

• Grading of animal & carcase weight 

• Stocking Rates

• Level of direct payments

Costs:
• Grassland Management – Live weight gain

• Type of land & fragmentation & rental charge

• Quality of operator – Mortality, calving interval, etc

• Weather

• Machinery 

• Level of Debt

Bord Bia Quality Assurance Scheme
∙ Voluntary scheme 

∙ Specified management practices are required; as is keeping and 
retaining a comprehensive up-to-date herd register 

∙ Participants that demonstrate scheme requirements receive a 
price premium for slaughtered livestock relative to non-participants

∙ +20c/kg for in-spec animals <30mths
∙ +8c/kg for grade O- and fat score 4+ 30-36mths  

∙ Participants audited annually to ensure compliance (max 18mth 
interval)
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Farm cashflow – key to have funds available when required. Can 
be profitable but fail!!

Drystock Spring Summer Autumn Winter

Cashflow 
In

Selling Stock Selling Stock Selling Stock 
Basic Farm Payment
AEOS / GLAS (75%)
Area of Natural Constraint (100%)

Basic Farm Payment
Selling Stock 
AEOS / GLAS (25%)
Beef Genomics payment

Cashflow
Out

Feed & Fertiliser
Buying Stock 
Drawings & Overheads

Buying Stock 
Feed & Fertiliser,
Contractor, 
Repayments
Drawings & Overheads

Buying Stock 
Feed & Fertiliser,
Drawings &
Overheads

Buying stock
Feed
Drawings &
Overheads

Dairy Spring Summer Autumn Winter

Cashflow 
In

Milk Sales 
Calf Sales
Winter cattle sold

Milk Sales (Peak Output)
Calf Sales

Milk Sales (declining)
Basic Payment & Greening (50%)
AEOS / GLAS (75%)
Area of Natural Constraint (100%)

Milk Sales (small)
Cull cow Sales
BPS & Greening (50%) 
AEOS / GLAS (25%)

Cashflow
Out

Feed Costs 
Fertiliser 
Drawings & Overheads

Fertiliser, Contractor, Vet & 
AI, Merchant Credit,

Bank repayments, 
Drawings & Overheads

Fertiliser, Contractor,
Bank repayments, 
Drawings & Overheads

Feed
Drawings & Overheads
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Farm cashflow

Tillage Spring Summer Autumn Winter

Pigs Spring Summer Autumn Winter
Stock sales Stock sales Stock sales Stock sales

Feed / AI
Drawings 

Overheads

Feed / AI
Drawings 

Overheads

Feed / AI
Drawings 

Overheads

Feed / AI
Drawings 

Overheads

Farm cashflow – key to have funds available when required. Can 
be profitable but fail!!
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Important Policies/Schemes: Heavily dependent on Direct Payments …
… some sectors more than others (& some schemes more than others)



Important Policies/Schemes: Type & typical timeline of main 
direct payments received



Established in 1962, CAP is a common policy for all EU countries, managed and funded 
at European level from EU budgets.

It protects family farm incomes, supports the rural economy, and ensures the production 
of high-quality safe food for consumers, protects rural landscapes and the environment.

It has evolved overtime - the latest CAP reform (2021 – 2028) being no different - and in 
line with societal demands includes a very strong emphasis on the environment. 

The CAP budget fixed for the period from 2014-2020 was €408.3bn, with €308.7bn 
intended for direct payments and market measures (the so-called First Pillar) and 
€99.6bn for Rural Development (the so called Second Pillar). 

Ireland’s estimated take in Cap funding between 2014 and 2020 is estimated to amount 
to €10.68 billion, while the State’s estimated overall allocation for 2021-2028 is estimated 
to be €10.73 billion.

Member States control much of how the funding is allocated and have the option to 
transfer up to 15% of their CAP allocations between direct payments and rural 
development. This will allow them to better adapt the policy to their own farming sector's 
priorities and deliver on national and EU ambitions

Important Policies/Schemes- Common Agricultural Policy (CAP)
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The European Commission has adopted two new strategies 
that will help the CAP deliver European Green Deal ambitions.

The Farm to Fork Strategy aims to make food systems fair, 
healthy and environmentally-friendly.
It sets concrete targets:
• halving the use of pesticides;
• reducing fertilizers by at least 20%;
• increasing agri land under organic farming to 25%;
• lowering farm animals antimicrobials use by 50%.

Important Policies: Common Agricultural Policy (CAP) – (2021–2028)

The new Biodiversity Strategy tackles biodiversity loss; unsustainable 
use of land, overexploitation of natural resources, pollution, and 
invasive alien species.

- bring back pollinators to agricultural land;
- enhance organic farming and other biodiversity-friendly 

farming practices
- establish binding targets to restore damaged ecosystems.

It also aims to transform at least 30% of Europe's lands into 
effectively managed protected areas and bring back at least 10% of 
agricultural area under high-diversity landscape features.
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Summary

 Dairying will likely remain the most profitability farm sector
 Expect increased participants; increased herd & milk pool

 Milk price volatility will remain a feature, albeit at higher plateau

 Beef & sheep farming will continue to be heavily reliant on direct payments 
 Typically lower margin enterprises with higher incidence of part-time farmers

 After dairying, tillage farming will likely be most profitable farm enterprise
 Positive long term outlook – growing populations; rising affluence; biofuels
 Grain prices will remain volatile, influenced by weather events and global production
 

 Pig farming will remain cyclical in terms of profitability; output & input price volatility

 Long term outlook for Irish agriculture is positive, underpinned by grass based system 
and lower cost of production 



Resources:

•
•

•
•

•

•

https://www.bordbia.ie/globalassets/bordbia2020/industry/insights/new-publications/performance-and-prospects-2019-2020.pdf
https://www.bordbia.ie/globalassets/bordbia2020/industry/insights/new-publications/performance-and-prospects-2019-2020.pdf
https://www.bordbia.ie/farmers-growers/prices-markets/cattle-trade-prices/
https://www.teagasc.ie/publications/2020/outlook-2021-conference-webinar.php
https://www.teagasc.ie/media/website/publications/2020/Outlook-2021.pdf
https://www.cso.ie/en/statistics/agriculture/
https://statbank.cso.ie/px/pxeirestat/statire/SelectTable/Omrade0.asp?Planguage=0
https://data.cso.ie/


Appendix: Section of Farm Direct Payments received by Irish farmers
Basic Farm Payment

• Replaced the Single Farm Payment

• Area based payment for active farmers 

• Progressive convergence in payment toward a national average entitlement 
value (€272 / ha) payment. (Farmers with above average entitlement values will see a gradual 
decline in payment received; farmers with below average entitlement values will see a gradual increase in 
payment received)

• Typically paid in two instalments (50% Oct; 50% Dec)

Greening Payment
• All farmers eligible for payment under Basic Payment Scheme are subject to Greening, 

and most automatically qualify for payment

• Seeks to promote crop diversification & biodiversity

• Payment equivalent to c.30% of total payment under Basic Payment Scheme

• Typically paid in two instalments (50% Oct; 50% Dec)



GLAS (Replaced REPS / AEOS) 
• Agri environmental scheme focused on water quality; species & habitats; climate 

change

• Max payment €5k /annum over five year contract [+ €2k (GLAS +)]

• GLAS+ additional payment for farmers making exceptional environmental 
commitment

• Payments made October (75%) & December (25%)

Area of Natural Constraint (formerly Disadvantaged Area Payment)
• Area based payment for farming in a “Disadvantaged Area”

• Over 100,000 farmers qualify for payments

• Max payment : 
– €2,468 for Less Severely Handicapped Lowland [€82.27/ha to a maximum of 30ha]

– €2,880 for More Severely Handicapped Lowland [€95.99/ha to a maximum of 30ha]

– €3,400 for Mountain Type Grazing [€109.71 for first 10 ha; €95.99/ha on remaining 
hectares up to maximum of 34ha] 

• 100% payment made end September 

Green
    Low-carbon
         Agri-environment

   Scheme



 Beef Genomics Scheme
 
• Voluntary scheme offering 6 year payment for suckler beef farmers

• Scheme seeks to lower GHG emissions by improving the genetic merits 
of the national beef herd. 

• Payments received in Dec - the amount influenced by the number of 
suckler cows calved and the eligible forage land declared 

 Knowledge Information Schemes
 
• Includes Dairy / Beef / Sheep Technology Adaptation Programmes
 
• Seeks to promote the transfer and exchange of information and best 

practice across a range of areas, utilising Discussion Groups

• Annual grant of €750 received by eligible participants in December



 Forestry:
• €483m forestry program 2014-2020

• Capital grants & premium for afforestation
• Aim: increase land available for planting (aim 18% under forest, currently 11%)

• Premium rates vary by plantation size & type
• Same premium rate paid to farmers / non-farmers (change vs. older programme)

 Burren Scheme:
• Part of €70m Targeted Agri-Environment Scheme to 2020

• Scheme seeks to support locally-led agri-environment programmes 

• Estimated 5,000 farmers could benefit

• Payment paid February of year following contract


