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Risk Management and its Role in Enhancing
Perceived Resilience Capacities of Farms and
Farming Systems in Europe

La gestion des risques et son réle dans I’'amélioration des capacités
de résilience percues des exploitations et des systemes agricoles en

Europe

Die Rolle des Risikomanagements bei der Verbesserung der
wahrgenommenen Resilienzkapazitaten von Betrieben und
landwirtschaftlichen Systemen in Europa

Alisa Spiegel, Barbara Soriano, Yann de Mey, Thomas Slijper, Julie Urquhart, Isabel Bardaji,
Mauro Vigani, Simone Severini and Miranda Meuwissen

Long-term challenges and short-term
shocks are inevitable in agriculture and
affect the management of any farm or
business entity in the farming system.
Systematic application of management
procedures and practice to the tasks of
identifying, assessing and monitoring
risks is often defined as risk manage-
ment (RM) (e.g. Huirne et al., 2000).
We broaden the definition of RM in
the context of resilience, including not
only strategies to deal with shocks but
also with long-term pressures on
economic, environmental and social
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functions of farms and farming
systems. While existing literature
mainly considers RM in the context of
challenges and risks for economic
functions (e.g. Barry and Ellinger 2012;
OECD, 2018; Schmit and Roth, 1990),
we focus on diverse challenges to the
economic, environmental and social
functions of farms and farming systems
and include all RM strategies that can
address those challenges. Furthermore,
when conceptualising RM from a
resilience perspective, we explicitly
highlight that RM should not just be

V"-
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aimed at ensuring short-term robust-
ness, but should also enhance capaci-
ties to adapt or transform in the
medium and long run.

Previous literature provides extensive
theoretical and indicator-based assess-
ment of RM and its linkage to resilience
in Europe (Dahms, 2010; OECD, 2018).
Yet, little attention has been devoted to
perceptions of RM, its various compo-
nents, and its role in enhancing
resilience capacities. This article
synthesises five major lessons learnt
about RM in the context of resilience in
Europe based on three types of
methodologies (Box 1, Tables 1, 2). In
contrast to the majority of the existing
literature, we extend the focus to
farming systems (FS) and hence opt for
a multi-actor approach, including actors
that affect and are affected by farmers,
e.g. cooperatives, processors, local
government and citizens. To this end,
while a survey and interviews were
conducted with farmers, focus groups
targeted a broader set of actors in the
farming system.

Lesson 1: Farmers mainly worry
about long-term economic
challenges, yet some non-
economic challenges are equally
relevant

Before discussing RM strategies, it is
important to understand the most
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important challenges perceived by
farmers. We asked farmers across all
eleven FS about the major challenges
they expect to face in the next 20
years by using a combination of open
and closed survey questions (Spiegel
et al., 2019).

In the open question, farmers were
asked to list the three major chal-
lenges that they expect to face in the
coming 20 years. We categorised the
challenges along two dimensions: (i)
the type of challenge (i.e. economic,
environmental, social and institution-
al challenges); and (i) the time
horizon (i.e. short-term shocks and
long-term pressures). Our findings
(Figure 1) reveal that farmers are
most often worried about economic
challenges and that they perceive
long-term pressures (e.g. improving
long-term profitability) as more
challenging than short-term shocks
(e.g. short-term price volatility). As
for institutional long-term challenges,
changing agricultural policies, Brexit
and the Russian trade embargo are
mentioned as the major long-term
pressure and short-term shocks,
respectively. Farm succession is the
most cited social long-term pressure,
followed by concerns about working
conditions and changing social
perceptions of agriculture, while lack
of workforce contributes to social
shocks. Unlike the other three
categories of challenges,
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environmental shocks, namely
extreme weather events and pests,
weeds and disease outbreaks, are
perceived as more challenging than
long-term environmental pressure
(e.g. climate change).

‘ ‘ La perc
défis les
en évolution,
de considérations
opérationnelles et a
court terme a des
problemes structurels et

stratégiques. , ,

The closed question asked farmers to
assign a score, ranging from 1 (not
challenging at all) to 7 (extremely
challenging), to a pre-defined list of
future challenges (Figure 2). The
majority of farmers (39.4 per cent)
scored institutional challenges as the
most important for their farms.
Environmental challenges were
scored as most challenging by 21.34
per cent of respondents; economic
challenges by only 16.74 per cent. It
is worth noting that the major
challenges (at the top of Figure 2) are
characterised by left-skewed

distributions, meaning that hardly any
farmers gave them low scores and
indicating that these challenges
deserve special attention when
designing future RM strategies. Again,
the top-three future challenges refer
to long-term pressures. The results of
both open and closed questions
indicate that perceptions of the most
severe challenges are shifting from an
operational and short-term character
towards structural and strategic issues
that have a long-term impact on farm
businesses, hence supporting our
broadened interpretation of RM.

Lesson 2: RM portfolios of
farmers are very diverse, and
there is demand for RM strategies
that target long-term pressures
rather than shocks

Next, farmers were asked in the
survey to select RM strategies that
they implemented for their farms in
the last five years based on a
pre-defined list (Table 3). The list
was based on an extensive literature
review (e.g. Flaten et al., 2005;
Meraner and Finger, 2019; Van
Winsen et al., 2016), as well as on
discussions in an interdisciplinary
team of researchers. We found out
that there is no RM strategy that is
applied by the vast majority of
farmers: the most popular RM
strategies — maintain financial
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savings and be a member of a
producer organisation, cooperative
or credit union — are only imple-
mented by 58 per cent and 53 per
cent of farmers, respectively. This
reflects the broad range of perceived
challenges and implies that no RM
strategy is viewed by farmers as the
ultimate remedy against all these
challenges. On the other hand, we
found that each RM strategy included
in the pre-defined list is exploited to
a certain extent; even the least

popular RM strategies — open up the
farm to the public and hedge (part

of) production with futures contracts
— are used by roughly 15 per cent of
farmers. This highlights the need for

a multi-faceted approach to RM and
a focus on developing a broad range
of RM strategies that can contribute
to tailored RM portfolios. Further-
more, we hypothesise that the

observed diversity of RM instruments
at the farm level is a resilience-
enhancing attribute of the associated
FS: due to heterogenous RM portfo-
lios, farms would be affected to
different extents in case of a chal-
lenge, buffering the negative impact
on the FS.

In order to capture future perspec-
tives on RM, farmers were asked to
name the three most relevant RM
strategies for the next 20 years.
Responses were categorised on the
basis of the list used to collect
information about RM strategies
implemented in the past five years, as
explained above. Hence, Table 2
compares RM strategies implemented
in the last five years and RM strate-
gies perceived as relevant in the next
20 years, identifying strategies that
are expected to gain importance in

© 2020 The Authors. EuroChoices published by John Wiley & Sons Ltd on behalf of
Agricultural Economics Society and European Association of Agricultural Economists

the future (marked with ‘+’) or to lose
their relevance.

Three RM strategies (increasing
efficiency, preserving the environment,
and being more consumer-oriented)
were not included in the pre-defined
list of RM strategies leading to missing
data on their implementation in the
past, yet these strategies were fre-
quently mentioned as being relevant
for the future. Focus on these RM
strategies in the future is in line with
our findings on perceived future
challenges, since all three strategies
are primarily oriented towards
long-term pressures. The fact that
financial savings, agricultural insurance
and futures contracts are not consid-
ered to be important in the future is a
rather striking result, especially in light
of their implementation in the past.
Financial institutions providing or
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Figure 1: Share of farmers that mentioned different categories of challenges as

relevant in the next 20 years
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Note: Percentages are calculated from a total of 3,544 answers classified by country in: BE (20),
BU (87), GE (72), ES (298), FR (124), IT (122), NL (1,703), PL (200), RO (315), SE (109), UK
(494). Note that since each respondent could give several answers (or none at all), the number
of answers is not proportional to the sample size as presented in Table 2.

Source: Soriano et al. (2020).

administrating these three RM instru-
ments might hence need to reconsider
their future role in the FS.

Lesson 3: Farming system actors
perceived RM as enhancing
resilience capacities, especially
adaptability

In line with our broader definition of
RM, we define resilience beyond
ensuring the robustness of a system
by also addressing a system’s capaci-
ties to adapt and transform and the
ability to ensure the provision of the
system functions in the face of
increasingly complex and accumulat-
ing shocks and stresses (Meuwissen
et al., 2019). In order to study
whether risk management is per-
ceived as resilience-enhancing,

farmers were introduced to our
definition of resilience capacities,
including illustrative examples

(Box 2), and asked to assess past (last
5 years), current, and future (upcom-
ing 5 and 20 years) levels of resilience
of their farms based on a
7-item-Likert-scale (1 — not resilient at
all to 7 — highly resilient). The
resilience assessment was based
solely on farmers’ subjective percep-
tions and not supported by any
additional objective indicators, e.g.
statistical ex-post assessment of farm
performance. Next, we checked for
Pearson correlation coefficients
between the diversity (i.e. the
number) of RM strategies
implemented during the last 5 years
and farmers’ subjective resilience
perception. We found a significant

positive correlation between the
number of RM strategies implemented
in the past 5 years and perceived
current and future resilience. Moreo-

ver, the estimated correlation coeffi-
cients differ across the resilience
capacities with adaptability being
correlated with the number of RM
strategies to the strongest extent.
Although it might seem counter-
intuitive that RM is not perceived as

verschiebt si
einem operativen und
kurzfristigen Charakter
hin zu strukturellen und
strategischen

Fragen. , ,

primarily enhancing robustness, it is
important to note that we did not ask
about the coverage or duration of
implemented RM strategies, focusing
solely on their number. The fact that a
farmer combines multiple RM strate-
gies (even with lower coverage)
might hint towards a farmer’s open-
ness to diverse practices and hence a
willingness to respond to a challenge
via adaptation.
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Figure 2: Distribution of scores given by farmers to different pre-defined challenges based on their relevance for the
next 20 years. The challenges are sorted by their average score from the highest (top) to the lowest (bottom).
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The focus groups confirmed the
results of the farm survey and add
further insights at the FS level.
Although farming system actors gener-
ally perceive RM as enhancing all

three resilience capacities, robustness
and adaptability are believed to be
supported more than transformability
capacity. In the German, Italian and
Swedish FS, RM is even perceived as

constraining transformability. This can
be explained by two factors: 1)
existing circumstances that hinder the
FS capacity to implement radical
changes (i.e. agri-environmental

© 2020 The Authors. EuroChoices published by John Wiley & Sons Ltd on behalf of
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conditions in Italian FS or path
dependency in German FS); and ii)
the low level of interest of the actors
in the FS to carry out practices that
entail major changes (e.g. actors tied
to traditional practices in Swedish FS).
Only stakeholders from the British FS
believe transformability to be similarly
enhanced by RM as adaptability and
more so than robustness. This might
be explained by the fact that due to
Brexit, every actor in the FS is
prepared for inevitable adaptation or
transformation. These results suggest
that the perceived role of RM goes
beyond solely enhancing robustness
and hence justify our analysis in the
broader context of the three resilience
capacities.

Lesson 4: According to farmers,
learning is crucial for improving
risk management and enhancing
resilience in the future

According to our definition of
RM, all three sources for our
analysis find that learning about
challenges in agriculture as a RM
strategy was frequently imple-
mented in the past and remains
important in the future (Table 3).
Every second farmer in the farm
survey reported that she learned
about future challenges. Yet,
learning is also an important
guiding component of RM, in
terms of understanding the
strategies needed to manage
challenges in the context of
changing circumstances. In the
focus groups stakeholders named
peer learning, training and
advisory services as major ways
to improve RM and to enhance
resilience, farmer interviews
provided further insights in this
regard. Analysis of the interview
data identified a range of learning
strategies and attributes across all
three resilience capacities (Urqu-
hart et al., 2019) (Table 4).

For instance, robustness-enhanc-
ing learning includes farmers
learning from their own experience;
reflecting on past experiences in
order to adjust their current activities
in response to shocks and stresses.
Such farmers are committed to

50 + EuroChoices 19(2)
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Focus group on risk management with different stakeholders.

maintaining the status quo of the
farm. While robustness-oriented
farmers are willing to experiment,
they prefer to wait until others have
tried out new practices, as they are
reluctant to take risks. For example,
a robustness-oriented farmer is likely
to make small adjustments in
response to challenges, such as
switching to buying young stock
instead of breeding stock themselves
in order to reduce costs, enabling
the farm to cope with moderate
financial stress.

‘ ‘ Perceptions of.the
most severerchallenges
are shifting froaman
operational and short-
term character towards
structural and strategic

issues. , ,

Conversely, adaptive learning
requires farmers to be open to new
ideas and innovations, remain
flexible, and be willing to take risks
and engage in social networks to
learn from others. These farmers are
able to assess their current practices

critically and make changes where
needed. They are likely to learn
through farm visits, experimental
fields, their farming neighbours and
farmers abroad (through social media
or overseas visits). They are also
willing to experiment with new
technologies or innovations on their
farm and will be horizon scanning to
anticipate future changes and
challenges. Findings suggest that
these farmers are also better able to
adapt personally to shocks and
stresses.

Transformative learning describes
a process where people gradually
change their views on the world and
themselves (Muro and Jeffrey, 2008)
— it often occurs in the face of a
‘trigger’ or crisis to which people
need to respond (Dougill et al., 2006;
Maarleveld and Dabgbégnon, 1999;
Pahl-Wostl, 2002) with the Covid-19-
crisis being an excellent example of
such a trigger. These dilemmas or
crises cannot be dealt with using
existing knowledge or actions.
Farmers that are able to transform
their farm business are willing to
change their farm activities radically in
order to grow or to improve the
business, or to enable their farm to
become sustainable. They have high
levels of self-efficacy and are willing
to change their activities if needed,

© 2020 The Authors. EuroChoices published by John Wiley & Sons Ltd on behalf of
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often resulting in a shift in their way
of thinking or their attitudes. They
will actively seek out new contacts
beyond their current social networks
and will be at the forefront of
innovation. A farmer demonstrating
transformability may well be one of
the first in a region to begin growing
a new crop or to adopt a new
technology. However, less pro-active
farmers may also be forced to
transform radically (or exit the sector)
when faced with extreme shocks or
stresses that make their existing
business model untenable.

Lesson 5: Future development of
RM strategies requires
contribution of all actors in the
farming system

Our focus on the FS level is
motivated by the fact that RM

strategies involve a number of
stakeholders, such as financial
institutions, business advisors,
cooperatives, unions, agronomists
and research/education institutions.
In this regard, FS actors in the
focus groups were asked about
potential options to improve RM.
The suggestions obtained were later
categorised in terms of the actor(s)
that mainly contribute to the
improvement. In almost every FS,
participants agreed that every single
actor can contribute to RM im-
provement, yet, in different ways
(Soriano et al., 2020). For example,
financial institutions can provide
the financial means for implement-
ing costly RM strategies and
increase the number of employees
with deep knowledge of the
specificities of the FS; value chain
actors can boost the use of con-

© 2020 The Authors. EuroChoices published by John Wiley & Sons Ltd on behalf of
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tracts by experimenting and
through training programmes,
hence contributing to the learning
process; and farmers’ associations
can improve RM by making a joint
effort in collecting and spreading
information on good practices such
as sustainable farming, optimal
timing of crop treatment, or the
adoption of new technology
(SURE-Farm Business Brief, 2019).
This result suggests the need for
closer collaboration between
different actors and alignment of
their diverse short- and (more
important) long-term aims.

Calling on every FS actor, we con-
clude with three policy and business

recommendations.

1. We recommend the adoption of
our broad interpretation of RM.

EuroChoices 19(2) + 51
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The role of RM goes beyond
maintaining the status-quo and
towards enhancing long-term
adaptive and transformative
capacities of FS. This broader
interpretation not only highlights
the importance of RM in enhanc-
ing the three resilience capaci-
ties, but also allows more

comprehensive analysis and
design of RM.

2. We recommend facilitating the

development of (novel) RM
strategies that target long-term
pressures. Here, an efficient
learning process, including
knowledge exchange, training and
support for innovation, is crucial.

. Despite the focus on long-term

pressures among the participants
in our study, one should keep in
mind that RM should remain tailor-
made, and there is no ultimate
remedy for any FS against any
challenge. This advocates for both
diverse RM strategies and targeted
and well-coordinated actions to
improve RM.
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Summary

Risk Management and
its Role in Enhancing

Farming Systems in
Europe

<V, In facing future challenges, risk
@by’ management (RM) is essential for
European farming systems (FS). This
article synthesises lessons learned on RM
based on a farm survey, interviews with
farmers, and focus groups involving a
range of FS actors. In contrast to previous
literature, we broaden the definition of
RM to include strategies that target
long-term structural challenges, as well as
expanding the level of analysis from the
farm to the FS level. The results were
consistent across the different methods.
We found that farmers mainly worry
about economic challenges: in particular
long-term pressures. We also found that
European farmers have implemented
diverse RM strategies in the past five
years, and that no single strategy has been
applied by the vast majority of farmers. In
line with perceptions of future challenges,
there is a demand for the reorientation of
RM strategies towards long-term
pressures, rather than short-term shocks.
FS actors were found to perceive RM as
enhancing resilience capacities, especially
adaptability. The results of interviews
distinguished between major learning
strategies and the attributes of farmers for
enhancing robustness, adaptive or
transformative capacities. Focus group
discussions revealed that the future
development of RM strategies requires
contributions by all FS actors.

La gestion des risques et
son réle dans

cues des exploitations et
des systemes agricoles
en Europe

’ Pour faire face aux défis futurs, la

’ gestion des risques est essentielle
pour les systemes agricoles européens. Cet
article synthétise les enseignements pour la
gestion des risques tirés d’'une enquéte
agricole, d’entretiens avec des agriculteurs
et de groupes de discussion impliquant un
éventail d’acteurs du systeme agricole.
Contrairement aux études déja publiées,
nous élargissons la définition de la gestion
des risques, pour inclure des stratégies qui
ciblent les défis structurels a long terme,
ainsi que le niveau d’analyse, de la ferme
au systéme agricole. Les résultats des
différentes méthodes sont cohérents. Nous
avons constaté que les agriculteurs se
préoccupent principalement des défis
économiques : en particulier les pressions a
long terme. Nous avons également constaté
que les agriculteurs européens ont mis en
ceuvre diverses stratégies de gestion des
risques au cours des cing dernieres années
et quaucune stratégie n’a été appliquée par
la grande majorité des agriculteurs.
Conformément a la perception des défis
futurs, il existe une demande de
réorientation des stratégies de gestion des
risques vers des pressions a long terme
plutot que vers des chocs a court terme. Il
a été constaté que les acteurs du systeme
agricole considerent que la gestion des
risques améliore les capacités de résilience,
en particulier l'adaptabilité. Les résultats des
entretiens ont établi une distinction entre
les principales stratégies d’apprentissage et
les attributs des agriculteurs pour améliorer
la robustesse, et les capacités d’adaptation
ou de transformation. Les échanges au sein
des groupes de discussion ont révélé que le
développement futur des stratégies de
gestion des risques nécessite la contribution
de tous les acteurs du systeme agricole.
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Die Rolle des
Risikomanagements
bei der Verbesserung
der wahrgenommenen
Resilienzkapazitaten

Bei der Bewiltigung kiinftiger

Herausforderungen spielt das
Risikomanagement (RM) fur die
europdischen Agrarsysteme (FS) eine
wichtige Rolle. Diese Untersuchung fasst die
Erkenntnisse tiber das RM zusammen, die
auf einer Betriebserhebung, Interviews mit
Landwirtinnen und Landwirten sowie
Fokusgruppen mit einer Reihe von
Beteiligten des FS basieren. Im Gegensatz zu
friherer Literatur erweitern wir die
Definition von RM um Strategien, die auf
langfristige strukturelle Herausforderungen
abzielen. Dartiber hinaus weiten wir die
Analyseebene vom landwirtschaftlichen
Betrieb auf die Ebene der FS aus. Die
Ergebnisse stellten sich bei den
unterschiedlichen angewandten Methoden
als konsistent heraus. Wir haben entdeckt,
dass sich die landwirtschaftlichen Betriebe
hauptsichlich um wirtschaftliche
Schwierigkeiten sorgen. Dies betrifft
insbesondere langfristige Belastungen. Wir
haben ebenfalls festgestellt, dass die
europdischen Landwirtinnen und Landwirte
in den letzten finf Jahren verschiedene
RM-Strategien eingeftihrt haben und dass die
uberwiegende Mehrheit von ihnen keine
einzige Strategie angewendet hat. In
Ubereinstimmung mit der Einschitzung tiber
die zukinftigen Herausforderungen wird
eine Neuausrichtung der RM-Strategien auf
langfristige Belastungen anstatt auf
kurzfristige Krisen gefordert. Einem weiteren
Ergebnis zufolge sehen die Beteiligten des
FS im RM eine Verbesserung der
Belastbarkeitskapazititen, insbesondere der
Anpassungsfihigkeit. In den Ergebnissen der
Interviews wurde zwischen wichtigen
Lernstrategien und den Eigenschaften der
Landwirtinnen und Landwirte unterschieden,
die die Stabilitit, die Anpassungs- oder die
Transformationskapazititen verbessern. Die
Fokusgruppendiskussionen zeigten, dass die
zukiinftige Entwicklung von RM-Strategien
Beitrige aller FS-Beteiligten erfordert.
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