
LUCRĂRI ŞTIINŢIFICE, SERIA I, VOL. XII (3) 

CONSIDERATIONS CONCERNING RISK MANAGEMENT AND 
INSURANCES IN AGRICULTURE 

 
CONSIDERAŢII PRIVIND MANAGEMENTUL RISCULUI ŞI 

ASIGURĂRILE ÎN AGRICULTURĂ 
 

EMILIA CLIPICI1, ALINA HAGIU1 
 

1University of Pitesti: Faculty of Economics Sciences, Piteşti, Romania; 
emilia_clipici@yahoo.com 

 
Abstract: The uncertainty related to the meteorological conditions, 
yields, prices and financial policy, the agricultural policy of the 
government, in the global market, and other factors may generate very 
big fluctuations in the incomes from agriculture. In this context, the risk 
is a very important aspect for agribusiness. Consequently, various 
typologies of agricultural risks, their extent, alleviation measures, and 
especially their adequate approach have the purpose to innovate the 
whole agricultural policy. At the same time, for an efficient development 
of the rural areas, it is essential for the insurance industry to undertake 
to protect farmers and to decrease public money expenditure.  
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INTRODUCTION 
Farmers are concerned with the safety of investments they make 

each year, and are directly interested in improving the agricultural insurance 
system, irrespective of whether they involve the transfer of responsibility 
from the public sector to the private one. Consequently, in the opinion of 
European specialists, for a better management of the effects of natural 
disasters, the responsibility of the risk management should be taken by 
several parties. This is the reason why new forms of private-pubic 
partnerships need to be adopted. 
 

MATERIAL AND METHOD 
Farmers should be aware of the risks to which they are exposed due 

to the activity they carry out and should develop an active risk management 
programme. On the other hand, insurers should revise their range of 
products and adapt them to the farmers’ needs and possibilities. 
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The private sector cannot bear the damages caused by natural 
disasters in agriculture (such as draught, floods, hurricanes), due to the wide 
extent of these phenomena which exceed the insurers’ capacity to bear the 
damages, to estimate claims, to be able to cede risks in reassurance, as well 
as due to the Government’s difficulties in establishing policies for the 
prevention of such unfavourable events. 

The public-private partnership can be described as follows (Figure 
1): 
  
 
 
 
 
 
 
 
 

RESULTS AND DISCUSSIONS  
 The database reflects the economic size of agricultural exploitations 
on size classes. Moreover, starting from these informational sources the 
average agricultural size may be determined on classes of economic size and 
on total, as well as the total value of gross margin, respectively of gross 
margin per hectare.  
 
 

Fig. 1 – The public-private partnership 

 
 RESULTS AND DISCUSSION 

The Romanian agricultural sector has two major problems Romanian 
agricultural sector has two major problems: on one hand, the high exposure 
to specific risks: droughts, floods, hurricanes, tornadoes, hot weather, big 
temperature fluctuations, early and late freezing, and on the other hand, the 
failure to observe technologies, countless mistakes of the persons working 
in this area. Types of agricultural insurances: 

- Crop insurance; 
- Livestock insurance; 
- Road transport vehicle insurance; 

            INTERESTS                           RISK  
    MANAGEMENT 

] Rural development;  
] Population protection  
] Lower public spending; 
] Increasing agriculture 
in GDP. 
 
] Developing the society; 
] Obtaining profit; 
] Protecting the capital; 
] Production continuity. 

 
 

PUBLIC 
SECTOR 

 

PRIVATE 
SECTOR 

 

• Identifying risks; 
• Measuring risks; 
• Deciding the 
accepted risk profile; 
• Measures for 
diminishing the risk; 
• Risk control 
measures; 
• System control 
measures. 
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- Civil liability insurance for car owners; 
- Public liability insurance for agricultural contractors; 
- Credit and bank guarantee insurance; 
- Accidents and sickness insurance; 
- Health insurance; 
- Life insurance. 

The main agricultural risks are the following:  
a) The production risk occurs due to the uncertainty concerning the 
manifestation of the natural factors on which the crop and livestock 
development depends - weather, illnesses which may occur in one season or 
another, the quality and quantity of the means of production used - and the 
certainty of the agricultural inventory. 
b) The market risk is related to the uncertainty concerning the price of 
product, the interest rates on the loans, the currency risk, and the capital 
placement risk. 
c) The financial risk occurs when farmers are forced to contract loans in 
order to support their production, an approach that is even compulsory. The 
same risk also occurs due to potential changes in the interest rate, in the 
currency exchange rate, but also to the lease instalments. All these make 
farming activity crediting excessively difficult. 
d) The human risk is, of course, related to the human factor involved in the 
agricultural activity, to the health of the people working in this field and 
their responsibilities, to accidents, sickness, mortality, migration etc.  

A professional agricultural insurance system involves the implication 
of certain institutions: 

1.The Parliament of Romania –must adopt laws on the support of the 
rural area development and sustainable agriculture in Romania 
(ex.mod.L381); 

2.The Government of Romania – must include the following in the 
ruling programme: measures for the application of the law, the correct 
development budgeting, risk management, incentive measures; 

3.The Insurance Supervisory Commission – must authorize insurance 
companies according to the risk and to monitor their solvency and protect 
insurance owners’ interests; 

4.Employers’ associations – must promote the agricultural insurance 
system among their members by emphasizing their importance for a 
sustainable development; 
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5.The trade unions – can support the necessity of insurances for the 
protection of trade union members, and jobs; 

6.Insurance companies – can offer viable insurance products, 
professional event processing, payment in due time of the damages and 
indemnifications as promised; 

7.International bodies – can finance certain projects proposed or can 
provide specialized consultation; 

8.The mass media – can help provide a correct image of agricultural 
projects and promote the implementation activities  

The role of insurances in the management risk is described as Table 1: 
 

Table 1 
The role of insurances in the management risk 

THEORETICALLY IN PRACTICE 
Protecting farmers against obtaining 
insufficient incomes; 

Most of them only protect the costs 
incurred; 

Tariffs should be calculated for each risk 
separately in an actuarial manner and 
according to the risk management; 

Tariffs are calculated competitively and 
without setting a minimum accepted 
tariff; 

Agricultural risks include natural disasters; No insurances are made for natural 
disasters, as they are undertaken by the 
public sector (L.381); 

Insurances should be developed in the rural 
areas and should cover all the insurable risk 
categories  

The degree or penetration of insurances in 
the rural areas is very low (only crop and 
livestock insurance) 

The public sector should support  
insurances in the rural areas due to the 
importance of the environment   

There is no consistent support  of 
insurances in the rural areas by the public 
sector  

The subsidies granted for agriculture should 
come with the obligation to protect the 
money by insurances 

There is no relation between granting 
subsidies and insurances  

Insurances should take into account  the 
market volatility  

There is no involvement of agricultural 
insurances in the market risks  

If tariffs have a normal basis, the insurance 
price should be subsidized  

Insurance premiums are no longer 
subsidized 

Agricultural insurances represent a 
specialized branch  of insurances and need 
agriculture specialists   

Any company obtaining the ISC approval 
can activate in the insurance field   
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In 2008, agricultural insurances represented 0.92% of the total 
subscriptions at the national level. In absolute value, this means less than 22 
mil. EUR (81.3 mil. RON), which represents a nominal increase European 
currency by 8.7 percent, i.e. significantly below the average increase of the 
specialized Romanian market. 

The percentage of agricultural areas insured against natural disaster 
risks such as drought or floods amounted to 15% in 2008, which is not 
sufficient if we compare it to the extent and frequency of such phenomena 
in Romania in the last few years. At the same time, approximately 90% of 
the insured farmers are big producers owning more than 100 hectares. 

 
CONCLUSIONS 

 The low level of agricultural insurances is mainly caused by the 
same lack of knowledge in this field (agriculture) and concerning insurances 
in general. On the other hand, this situation also is worsened by the 
insufficient involvement of the Government into subsidizing agricultural 
activities. 

Proposals for the stimulation and development of agricultural 
insurances:  

- Setting up a structure the object of activity of which should be 
agricultural risk management; 

- Using weather index–based insurances; 
- Subsidizing insurance premiums for natural disaster risks; 
- Implementing the obligation to protect funds from subsidies by 

concluding insurances; 
- Using reinsurances in case of natural disaster risks; 
- Using an agriculture credit granting system by insuring these funds; 
- Accessing European funds in order to undertake parts of the natural 

disaster risks  from authorized companies and guaranteeing a certain 
damage rate level paid to these companies; 

- Companies applying for authorization should set their premium 
tariffs on based on natural disaster risks, etc 
However, in Romania, much like in other countries, the persons 

involved in agricultural activities have become increasingly aware of the 
importance of insuring their work. Furthermore, Romanian farmers want to 
know more about the operating mechanism of such an insurance policy, 
especially by collecting information related to the insurance cost, which can 
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be established according to the available budget; from this point of view, the 
insurance is accessible to all growers.  
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