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Risk Management Strategies

Definition

A risk management strategy for farming is a proactive approach that farmers take to
anticipate, assess, and address potential risks and uncertainties that may impact their
agricultural operations. It involves a systematic process of identifying, analyzing, and
mitigating risks specific to the farming industry, such as adverse weather conditions,
pests and diseases, market volatility, policy changes, and financial uncertainties. By
implementing a risk management strategy, farmers aim to protect their livelihoods and
enhance the sustainability of their operations. This strategy helps farmers make
informed decisions, allocate resources effectively, and develop contingency plans to
minimize the negative impact of risks. It is an ongoing process that requires regular
monitoring, evaluation, and adjustment to ensure its relevance and effectiveness in
managing the ever-changing risks in the farming environment(Tournis Consulting LP and
CASSANDRA partners, 2017).

In the agriculture industry, it is crucial to implement an effective risk management
strategy to identify and address potential risks that may impact the farming operations.
The risk treatment options to consider when implementing this strategy tailored for
farming operations are:

Avoid the risk

Transfer the risk
Mitigate/Reduce the risk
Accept the risk

L

And they can be analyzed as followed:

1. Avoid the Risk

For risks that pose a significant threat to the farming operations and cannot be adequately
treated by other approaches, consider avoiding the risk altogether. This may involve
refraining from engaging in certain activities or ventures that carry high risks, such as
cultivating highly vulnerable crops or operating in areas prone to natural disasters. In a
case like such, the risk or the risk mitigation solution might be too high in contrast with
the potential benefits, so avoidance is the best option.
Some additional examples of avoiding the risk include:
» To avoid equipment and machinery failure
o Implement regular maintenance and inspection schedules
o Train employees on proper operation and maintenance procedures
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» To avoid institutional risks like contract related risks
o Ask for legal advice and
o Create clear terms
» To avoid production risks like Pests
o Implement proper pest management strategies
o Encourage natural predators and beneficial insects
o Rotate crops and practice good field sanitation
» To avoid health and safety risks such as illness of the Farmer or the employee
o Practice good personal hygiene
o Maintain a healthy lifestyle
o Implement frequent health checks

2. Transfer the Risk

Consider transferring certain risks to external parties to minimize the potential
impact on the farming operations.
This may involve:

» Collaborating with commodity contracts: Engage in future contracts or
other agreements that can help stabilize prices and protect against
market volatility.

» Outsourcing specialized services: Partner with expert consultants or
service providers to handle specific tasks such as soil analysis, pest
control, or financial management, reducing the risk of errors or
inefficiencies.

An additional example of risk transferring includes
» Collaborating with insurance companies in order to insure all the
needed components of the farm against failure, damage or natural
disasters. This will reduce the impact of a possible risk, since the
external insurance company will deal with the consequences and will
provide financial compensation.

In all Risk Transfer cases, there are some important things to keep in mind:

1. Outsourcing an activity or a service may minimize a risk but also creates
other risks that we have to keep in full control through the contract
agreements

2. Although the risk is transferred, the farm is still responsible for the
specific matter

3. Develop contingency and business continuity plans to address high-
impact risks that are difficult to mitigate or transfer. This may involve
establishing alternative supply chains, implementing emergency
response protocols, and maintaining sufficient reserves of essential

Co-funded by
the European Union




Fa eR

resources to ensure the continuity of farming operations in the event of
a disaster.

3. Mitigate/Reduce the Risk

Implement measures to mitigate or reduce the probability and impact of

identified risks. This may include:

» Removing the risk source: investing effort/money to remove the source.

» Changing/reducing the Probability: deploying measures to monitor and
control the source of the risk. This applies to before the risks occurs (e.g.,
Crop diversification: Plant a variety of crops to reduce the impact of market
fluctuations or pest and disease outbreaks on a single crop).

» Changing/reducing the Impact: specific measures and controls to act upon
after the risk occurs, but also

o Risk transfer
o Contingency and Business Continuity Plan (e.g., Insurance coverage:
Obtain insurance policies tailored to the agricultural sector, such as
crop insurance, livestock insurance, or weather-based insurance, to
reduce financial losses in case of adverse events).
» Changing/reducing both the Probability and the Impact: a complete
response before and after the risk occurs.
Example of such situations can be:
o Reducing the probability of severe consequences by a Hailstorm and
its impact by
= Investing in hail netting or
= Choosing early maturing crop varieties.
o Reducing the probability of flooding and its impact on crops by
= |mplementing proper drainage systems and water management
techniques
=  Constructing flood barriers where necessary
= Using flood-resistant crop varieties

4. Accept the Risk

Some risks may have low probability or low impact, making it feasible to accept them
without allocating significant resources for treatment. Continuously monitor these risks
to ensure that they do not escalate or develop into more significant threats.
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Regular Review and Improvement

Periodically review and reassess the effectiveness of the risk management strategy. Stay
updated on industry trends, technological advancements, and regulatory changes that
may introduce new risks or alter the existing risk landscape. Continuously improve the
risk management approach based on lessons learned and emerging best practices in

agriculture.
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