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Discussion Points!

Risk is increasing!

¢ Climate risk
¢ Price/Market Risk

Supply of risk management instruments is insufficient or
decreasing

Influencing farm income risk and competitiveness

Risk management is a key interest for

e Farmers
e Agribusiness
e Policy makers



1980 - 1990 2004 - 2014
v

149 332

Annual economic damage of climate-related disasters

1980 - 1990 2004 - 2014
L v

14 billion 100 billion
usD usD

Izvor: FAO (2016.). Damage and losses from climate-related disasters in
agricultural sectors. www.fao.org/climate-change



» Climate change and extreme
weather events (hail, frost,
drought)

« Market and price risk
« Value chain risk (market

Farming power within the chain)
Business — - Epidemic disease outbreak
Challenges! » Institutional risk
« COVID-19 pandemic; 0
 Challenges for Croatian
farmers and agribusiness! l
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Risk
Management
Strategies

m EX ante strategies

e On-farm
e Market Available
e [nsurance

e Price risk management
(contracting and

hedging)

m EX post strategies




Limited supply of risk management in
agriculture - where is the problem?

A Catastrophic climatic, sanitary,
Catastrophic market events
Risk
Accidents | Revenueand | Inputand
fire hail income volat. | output price
local frost | ~ Percrop volatility
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Independent Risk Systemic Risk
Source: adapted from Cordier et al. 2004

Cordier, J. (2015). Comparative analysis of risk management tools supported by
the 2014 US Farm Bill and the CAP



Only some Limited
risks and coverage
farms especially for
covered systemic risks

Negative
selection and
moral hazard




Scaling up index insurance ! 4 &
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Innovation in » Index based on

insurance - * Yield, weather (precipitation, number of sunny days...),
composite index (rain, soil moisture...), satellite data
Index (evapotranspiration...)




Contracting
_ _ Hedging
Price risk -
management Price index based
hedging

Cooperatives/POs



 Rural development programs
* Investment measures
 Disaster relief measure
 Financial instruments

e Risk transfer instruments

Con_1mon  CrOp insurance,
AngICLI|tUI‘a| . mutual funds,
Policy » Income stabilization tools
« Market management
measures

* Direct payments




HOLISTIC VIEW ON
RISK MANAGEMENT-
WHY?

From Linear or Silo approach
to Holistic approach!

Maintenance of the essential functions of
farming systems in the face of
increasingly complex and volatile
economic, environmental, social and
/nst/tut/ona/ challenges through capacities
of robustness, adaptability and
transformability (Bullock et al., 2017).



Holistic Risk Management-
How?

Catastrophic Risks Marketable Risks MNormal Risks
Rare, high damage and systemic Middle range Small damage but frequent

On-farm resilience Farm business manogement acumen
. SO r capacity Contingency planming
Financial maragement {equity, reserves or savings)

Inwestments in farm-level infrastructure and technology
Income diversification
Adoption of best manogement practices (conservation forming, biosecurity measures)

-
[ On-farm strategies - Crop diversification
g - Production technologies
() a 2
2 Market tools - Forward contract g
- - Private insurance
£ 8
v -4
g Ex ante policies - Publicinsurance 5
o - Tax provisions
g - Disaster risk reduction
. ra I l S O rI I l Ex post policies -Ad hoc assistance
Public goods and Market information
no-regret policies Weatherand climate information, including early warning systems

Climate change planning ond ossessment tools
Research aond development
Support for knowledge transfer and innovation

Source: OECD (2020), Strengthening Agricultural Resilience in the Face of Multiple Risks,
OECD Publishing, Paris, https://doi.org/10.1787/2250453e-en.
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Development of holistic risk
management for Croatian
agriculture
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 (ICT) Linnovation- opportunity to support risk
analysis and designing optimal risk
management portfolios

« Advances in digital technologies (data
collection, data analysis, data storage, data
management, and data transfer and sharing)

 Decision Support
« Financial management benchmarks

A chance to develop better insurance
products, increase operational quality and
precision.

A good understanding of farm risk behavior is
a crucial component

nnovative risk management tools from CAP
olbox

Public-Private partnership
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Thank you!




