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A “layered approach” to agricultural risk management (ARM)

Catastrophic Risks Marketable Risks Normal Risks
Rare, high damage, systematic Middle range Small damage but frequent
- Diversification
On-farm strategies - Savings

- On-farm innovation

- Forward contracts

Market tools . .
- Private insurance

- Public insurance
Disaster risk reduction
- Early warning systems

Ex ante policies

. - Ad hoc disaster assistance
Ex post policies
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But a “business as usual” approach to agricultural risk management will
shift more responsibility to governments in the long run

Catastrophic Risks Marketable Risks Normal Risks
Rare, high damage, systematic Middle range Small damage but frequent
Diversification
On-farm strategies - Savings

On-farm innovation

Forward contracts

Market tools . .
Private insurance

- Public insurance
Ex ante policies - Disaster risk reduction
- Early warning systems

. Ad hoc assistance ex post
Ex post policies

Probability of occurrence
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>> Applying a ‘resilience lens’ to agricultural risk management

 \Whatis resilience?

— the ability to prepare and plan for, absorb, recover from, and more successfully adapt
and transform in response to adverse events

 Core resilience capacities
— The capacity to prepare for likely or imminent shocks
— The capacity to absorb the impacts of shocks, including mitigating or preventing risks
— The capacity to recover from a shock
— The capacity to adapt to an evolving risk environment

— The capacity to transform if the current system is no longer able to adapt or recover
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Characterising resilience capacities

Performance of the system

(productivity, sustainability) Shock (flood, COVID-19...)

|

Prepare— Recover—>:E
. Absorb— | \ Adapt and Transform —

Time
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>> Applying a ‘resilience lens’ to agricultural risk management

...Continued

* Five new dimensions for agricultural risk management for resilience:
— Time frame: greater focus on ex ante policies and strategies

— Trade-offs: consider outcomes and interests of stakeholders under different policy
approaches

— Participatory and collaborative processes: for defining strategies and responsibilities
— Investments in on-farm resilience capacities

— No-regret policies and investments in public goods
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A holistic approach to risk management for resilience

Catastrophic Risks Marketable Risks Normal Risks
Rare, high damage and systemic Middle range Small damage but frequent
On-farm resilience Farm business management acumen
capacity Contingency planning

Financial management (equity, reserves or savings)
Investments in farm-level infrastructure and technology
Income diversification
Adoption of best management practices (conservation farming, biosecurity measures)

On-farm strategies - Crop diversification
- Production technologies

Market tools - Forward contract
- Private insurance

Ex ante policies - Public insurance
- Tax provisions
- Disaster risk reduction

Government involvement
Ayljiqeqoud

Ex post policies - Ad hoc assistance
Public goods and Market information
no-regret policies Weather and climate information, including early warning systems

Climate change planning and assessment tools
Research and development
Support for knowledge transfer and innovation
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A decade of policy work on agricultural risk and resilience

AGRICULTURAL AGRICULTURAL
RISK MANAGEMENT RESILIENCE
Holistic approach to agricultural  Livestock disease risk Agriculture adaptation to climate change (2014-*) Food security and risks in Strengthening resilience

risk management (2009-1 3) management (2013-1 7) * Modelling climate change »  Overcoming barriers to the Southeast Asia (2015-1 8) to muItipIe risks (2017-*)

adaptation (2014) adoption of climate friendly
in Agrcure Managing Risk in Agricuture N + Adapting Agriculture to Climate practices (2017) Hapeaig Food lnsscurky Biing Food Scurty SR
—— » e Change: A Role for Public «  Synergies and trade-off between Fsmm— » e » ot ot
Policies(2015) adaptation, mitigation and

agricultural productivity (2018)

Water risk management in agriculture (2014-* )

(OECD Stuckes on Water 0ECD Stues on Water 0ECO Studkes on Water

Climate Change, Water Mitigating Droughts Managing Weather-Related
p i Disasters in Southeast Asian ) OECD
>> and Agriculture s TunaL and Floods in Agriculture for Ag >> Agriculture ‘

* Farm level analysis of risk management
strategies (2010-11);Case studies on
Australia, EU, Canada, Netherlands, New
Zealand, Spain (2011)); risk management
under climate change(2012); Small holder risk
management in developing countries (2013)

* Guidelines on risk
management instruments

* Building resilience to
Natural hazards

+ COVID-19 emerging
policy responses

>|ntegration into country reviews, policy evaluations, and the agriculture policy M&E report>

*Continued ongoing area of work in 2020
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Thank you for your attention!
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BETTER POLICIES

Agricultural Risk Management and Resilience:

A Holistic Approach

October 2020

Farmers face a variety of risks that affect their incomes and capacity to innovate. Climate
change is expected to heighten risks and uncertainties in agriculture.

A holistic approach to risk management for resilience should consider all factors that affect
farm incomes and build the resilience of farmers to weather, markets, diseases or other shocks.

Agricultural risk management policies should focus on catastrophic risks that are rare but cause

significant damage to many farmers at the same

time, and on building the capacity of the

sector to prepare for and respond to risk under a wide range of future scenarios.

What's the issue?
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ks arising from weather variabil
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ltural sectar is facing a growing
complex combination of risks. Climate
change and resource scarcities are projected to increase
the intensity and frequency of climate-related shacks,
ture, and accentuate
other risks. Recent crises, ding COVID-19, have
affected the faod supply chain, resulting in unforeseen

demand shocks and labour constraints in multiple
countries. Instability in international trade policies
also exposes agriculture to much more valatile market
conditions.
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Instead, risk management policies should build the
resilience of farmers and the food system more broadly.
timal approach would include appropriate ex ante
and prevention policies, and emphasise the capacities
farmers need to adapt to - or transform in response to-a
mare uncertain future.
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require different responses:
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