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WILL COVID-19 MEAN A SETBACK FOR 

INTERNATIONAL TRADE IN AGRICULTURAL AND 

FOOD PRODUCTS?  

Henning Otte Hansen, 5th SCAR Foresight Exercise expert 

Covid-19 is likely to lead to greater protectionism and less international trade in the 
agriculture and food industry. While the markets for agricultural and food products are 
relatively unaffected by crises, policy interventions will restrict trade without solving the 
Covid-19 problems - in fact, they will exacerbate them.  

The importance of international trade International trade is important for agriculture in 
many parts of the world. In several countries, more than 50 percent of agricultural 
production is exported, so farmers are dependent on export. Consumers also benefit 
from international trade as it gives them access to cheaper food and a wider variety of 
food products. International trade also creates socio-economic benefits as trade provides 
opportunities for welfare economic optimization. Trade also means that agricultural 
production can become more geographically diversified, thereby reducing the amount of 
very intensive and potentially environmentally damaging agriculture. Finally, 
international trade also helps to strengthen interdependence between countries, which 
involves political benefits.  

International trade and international crises International trade is often reduced during 
global crises. The financial crisis that started in 2008 led to a decline in world 
production and international trade. Global industrial production fell sharply in 2009, 
while total agricultural production remained almost constant. The same picture applies 
with regard to international trade: International trade in industrial products fell by 15 per 
cent, while international trade in agricultural goods fell by only 2 per cent - see figure 1.  
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The figures underline the general assumption that agricultural production and trade are 
relatively unaffected by external shocks. Agriculture produces basic necessities, where 
neither supply nor demand is affected significantly by changes in the external 
environment.  

Covid-19 and international trade in agricultural and food products Covid-19 has already 
caused major declines in world production: Many countries' industrial production has 
been significantly reduced, with particularly vulnerable industries such as tourism, air 
transport, restaurants, etc. experiencing a decline of up to 90 per cent. Covid-19 has also 
led to a reduction in exports, and a significant fall in international trade is expected.  

However, the international trade of agricultural and food products is expected to be less 
affected than, for example, exports of manufactured products.  

Denmark is a good example for illustrating the effect on international trade and sales: 
Denmark is a relatively open economy, and agriculture is extremely dependent on 
exports with an export share of around 65 per cent. In April 2020 - well into the Covid-
19 crisis - Danish exports of agricultural and food were 2 per cent higher than in the 
same month in 2019. Other exports, on the other hand, had fallen by 16 per cent - see 
figure 2.  
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The figure emphasizes the fact that, when measured in exports, the agricultural and food 
industries have been relatively unaffected by the Covid-19 crisis.  

  

The underlying market conditions, which are essential for production, sales and exports, 
are also relatively unaffected when it comes to Danish production of agricultural and 
food products. The terms of trade - the ratio between sales and purchase prices - were 
better in May 2020 than in May 2019 (cf. figure 3).  
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The figure demonstrates that relatively positive development occurred during the period: 
Input prices fell, sales prices rose, and, therefore, the terms of trade improved 
significantly. This development is remarkable given the usual long-term decline in 
agricultural terms of trade. The sales price has been very unstable in recent years, which 
is primarily due to outbreaks of African swine fever, which in certain periods has 
benefited sales to China, in particular, where prices have been relatively high. In this 
case, factors other than Covid-19 have had a great influence.  

Covid-19 and increasing protectionism? Although agricultural and food exports at first 
glance appear to be relatively unaffected by Covid-19, there are signs of increased 
protectionism and less international trade as a direct result of the pandemic. 
Unfortunately, crises - whether they be political, economic, environmental, structural or 
health-related - tend to be exploited for a protectionist agenda. More closed economies, 
less trade and more selfishness are used as solutions to crises. The connection between 
Covid-19, on the one hand, and protectionism and international trade, on the other, has 
been highlighted by many authors, e.g. OECD (2020), the Financial Times (2020), 
Askew (2020), Spring (2020) and Espitia, et al. (2020).   

Covid-19 is used as evidence to back up the claim that globalization and international 
cooperation and interdependence have gone too far, and that we need to protect 
ourselves more and focus more on local areas. The more serious the crisis, the easier it 
is to gain acceptance of protectionism as a tool - whether it is a rational solution or not. 
A pattern is emerging whereby particularly weak and non-competitive countries and 
sectors are now using the Covid-19 crisis as an argument for protectionism: agricultural 
markets must be protected from the outside world, local markets must be protected and 
imports must be restricted. The fact that such measures are in conflict with WTO 
international trade rules and would considerably reduce overall economic welfare is 
apparently being ignored.  

It is legitimate - but fundamentally economically irrational - to argue for less 
globalization, but restrictions on international trade and greater trade protectionism are 
not rational solutions when it comes to Covid-19. Less international trade in agricultural 
and food products will hardly have a significant impact on the consequences of the 
pandemic; on the contrary, it will result in a decline in economic welfare and will, in 
particular, harm the poorest.  

Conclusion  

The conclusion is that greater protectionism and restrictions on international trade in 
agriculture and food are likely to be the result of Covid-19. The reason is primarily 
political. Such measures will not solve the problems related to the pandemic; indeed, 
they will aggravate them. Covid-19 is being used as an excuse for protectionism, but 
there is often a hidden agenda - the protection of non-competitive industries. However, 
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in a time of global challenges, global solutions are needed and, therefore, protectionism 
and trade restrictions are the wrong tools in the current situation.  
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related to the 5th SCAR Foresight Exercise report. They were an important part of the process by which the 5th 
SCAR Foresight Exercise expert group reached its conclusions, and reflect the expertise of the members who 
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