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RM IN EU COMMON AGRI POLICY

2007  
Fruit and vegetable sector, followed by wine sector:  
Mechanisms of prevention and crisis management, including support  
to crop insurance or setting up mutual funds  

2008  
Health Check: 
extended the possibility to support risk management instruments for all sectors 
through the use up to 10% of their national ceilings devoted to the single 
payment scheme (Article 68 of the Regulation (EC) No 73/2009).  

2014  
Cap Reform: 
Important change regarding the framework to support risk management 
instruments. The main risk management tools, existing so far in the direct 
payments scheme, were shifted to Pillar 2 within the Regulation on support for 
Rural Development, with the possible inclusion of various measures in Rural 
Development Programs (RDP) drawn up by MS. considered through financial 
contributions to insurance premiums, mutual funds, and an income stabilization 
tool (IST) 

 



Policy Department B: Structural and Cohesion Policies 
 

74 

Table 10.  Programmed expenditure on risk management measures under Rural 
Development Programs (2014-2020). 

  
  

Insurance 
premium 

Mutual 
funds 

Income 
stabilisation 

tool 

TOTAL  
(€ million) 

EU 
contribution 

(%) 

Belgium 
   

  
 - Flanders 5.1 0 0 5.1 63 
Spain 

   
  

 - Castilla y 
León 0 0 14 14 53 
France 540.7 60 0 600.7 97.85 

Croatia 57 0 0 57 85 

Italy 1396.8 97 97 1590.8 45 

Latvia 10 0 0 10 68 

Lithuania 17 0 0 17 85 

Hungary 76.3 0 19 95.3 82 

Malta 2.5 0 0 2.5 75 

Netherlands 54 0 0 54 27 

Portugal 
   

  
 - Mainland 50 0 0 50 82 
 - Azores 2.4 0 0 2.4 85 
 - Madeira 0.8 0 0 0.8 82 
Romania 0 200 0 200 85 
Total 2212.6 357 130 2699.6 63 

 
Note: The table includes only the MS with expected measures.  

 

Source: Own elaboration from European Commission data, DG for Agriculture and Rural Development, Rural 
Development 2014-2020 country files (last update 20.01.2016) 

 
As shown in Table 10, 12 MS apply the CPM measures, 9 at national level (IT, FR, RO, HU, 
HR, NL, LT, LV and MT), and 3 MS regionally (PT-Mainland, ES-Castilla y León, BE-Flanders, 
PT-Azores, and PT-Madeira). From the data obtained, it is clear that Italy and France have 
the biggest expected expenditures (EUR 1591 million and EUR 600 million, respectively). 
The level of programmed expenditure is followed by Romania (EUR 200 million), and afar 
off by Hungary, Portugal, Croatia and the Netherlands (expenditure between EUR 95 and 
54 millions). Using a very little amount, Lithuania, Spain (in the Castilla y León region), 
Latvia, Flanders (Belgium) and Malta follow with levels of expenditure between 17 and 2.5 
EUR millions approx. Greece and Bulgaria dropped out the risk management measures 
(Kantor Group, 2015). In particular, for the period 2014-2020 France took the opportunity 
given by the EU Commission to transfer credits associated to risk management from the 1st 
to the 2nd pillar. This choice was motivated by higher flexibility and selection of measures 
offered in this new framework (crop insurance, mutual funds). 2nd pillar allows for pluri-
annual planning, which grants more visibility to risk management instruments, while not 
changing the fundamentals of instruments already existing such as crop insurance. 
 
The annual EAFRD allocation addressed to support risk management in France is expected 
to decrease from 2015 to 2020 (2015, EUR 120.13 million; 2016, EUR 112,8 million; 2017, 
EUR 100,12 million; 2018, EUR 100,12 million; 2019, EUR 87.45 million; 2020, EUR 80,13 
million)30, while needs are supposed to increase. Planned amounts may then be insufficient 
                                           
30  French program of risk management and technical assistance. EAFRD and French Ministry of Agriculture. 

Available at http://agriculture.gouv.fr 
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RISK MANAGEMENT IN THE EC COMMUNICATION 

ON THE FUTURE OF THE CAP

………….It is important to set up a robust framework for the farming sector to 
successfully prevent or deal with risks and crises, with the objective of 
enhancing its resilience and, at the same time, providing the right incentives to 
crowd-in private initiatives……


…….It is worthwhile exploring how to further develop an integrated and coherent 
approach to risk prevention, management and resilience, which combines, in a 
complementary way, EU-level interventions with Member States' strategies and 
private sector instruments……… 

……..New avenues should however be explored. Financial instruments stimulating 
the inflow of private capital can help to overcome temporary cash flow 
shortages……..…

…………Saving accounts are a risk management tool based in the risk compensation (offset) along time. 
Each year, farmers can make a deposit (part of their annual income) on a special account, which provides 
interest payments. In case of need, deposits, part or totally, can be withdrawn. In order to encourage the 
establishment of saving accounts, some public support can be envisaged: i) tax exemptions upon 
withdrawal; ii) subsidize savings by increasing interest rates; iii) governmental contributions to the deposits; 
iv) compensation of payments or withdrawals caused by production or income losses. One of the main 
advantages of savings accounts is that funds are kept by farmers and not transferred to an 
insurance company, which may incite farmers to use such instrument.  
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Figure 6. Layering model of agricultural risk management 

 
Source: Own elaboration 

 
The first two layers can be defined as normal risk as they should be managed by 
farmers37. The first of them corresponds to the lowest level of risk and should be managed 
on-farm through retention, adaptation and diversification of crops and animal productions; 
contracts with processors; marketing strategies and future and option markets.  
 
The second layer corresponds to a higher level of risk and should be managed by 
producer organizations, cooperatives or other form of collective action. In the case of 
market risks (low prices o low incomes, resulting increased input prices), the main 
instrument should be supply management (e.g. production withdrawal and private 
storage). This layer is very important as it should be considered as a crisis prevention 
instrument in the hands of Producer Organizations (POs) to prevent extreme price volatility. 
The first challenge to implement it is the interpretation and application of the competition 
regulation and rules (see section 5.4).  
 
These first and second layers should be managed privately and with none or indirect public 
support, for instance private storage facilities financed by the Pillar 2. In addition, to ensure 
an effective and efficient risk management it would be necessary to render the markets 
more transparent. This should be achieved by developing a European Observatory for 
market prices and a better structural knowledge of the industry, from the farmers to the 
retailers.  
 

                                           
37  OECD (2011), Management Risk in Agriculture. Policy Assessment and Design, defines three layers of risks: 

Normal risk, defined as frequent but not causing large losses and that can be managed by farmers; 
marketable or insurable risks, for which market instruments can be developed and catastrophic risk, 
associated to low frequency and large damage or overall losses for a country or region.  
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