3. Definitions of “disaster” and “crises” and related
policies at Member State level, BG and RO and
discussion of these issues for the EU level.
3.1 Definitions of “disaster” and “crises”
Disaster
Nowadays it is widely accepted that a disaster is multifaceted and open to a range of different
interpretations.
Disaster synonyms used by practitioners and experts have included “calamity” and
“catastrophe”. Similar words are “emergency” and “crises”. Disasters are abrupt shocks to the
socio-economic and environmental system, involving loss of life and property.
The definition that is provided by the UN/ISDR (United Nations International Strategy for
Disaster Reduction) is one of the most appropriate definitions:
“A disaster is a sudden, calamitous event that causes serious disruption of the functioning of a
community or a society causing widespread human, material, economic and/or environmental
losses which exceed the ability of the affected community or society to cope using its own level
of resources.
(Source: UN/ISDR 2004); also used by ECHO

Disaster is a “Situation or event, which overwhelms local capacity, necessitating a request to
national or international level for external assistance” (definition considered in EM-DAT or
International Emergency Disasters Data Base). Other sources define it as “An unforeseen and
often sudden event that causes great damage, destruction and human suffering. Though often
caused by nature, disasters can have human origins.”; “The combination of hazards,
vulnerability and inability to reduce the potential negative consequences of risk results in
disaster.” etc.
For a disaster to be entered into the database of the UN's International Strategy for Disaster
Reduction (ISDR), at least one of the following criteria must be met:
•
•
•
•

a report of 10 or more people killed
a report of 100 people affected
a declaration of a state of emergency by the relevant government
a request by the national government for international assistance
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Even thought there is not a common worldwide definition of “disaster”, there are some
characteristics common to most definitions:
- Sudden, abrupt or unpredictable
- Causing human, material, economic or environmental losses
- Exceeding the ability of the affected community to cope with them

Natural disasters
Following the definitions of Natural Disaster by the UN Office for the Coordination of
Humanitarian Affairs, natural disasters can be divided into three specific groups:
hydrometeorological disasters, geophysical disasters and biological disasters.
Hydrometeorological disasters are natural processes or phenomena of atmospheric,
hydrological or oceanographic nature that may cause loss of life or injury, property damage,
social and economic disruption or environmental degradation. These include floods and wave
surges, storms, landslides, avalanches, and droughts and related disasters (extreme
temperatures and forest/scrub fires).
Geophysical disasters are natural earth processes or phenomena that may cause loss of life or
injury, property damage, social and economic disruption or environmental degradation. These
include earthquakes, tsunamis and volcanic eruptions.
Biological disasters are processes of organic origin or those conveyed by biological vectors,
including exposure to pathogenic microorganisms, toxins and bioactive substances, which may
cause loss of life or injury, property damage, social and economic disruption or environmental
degradation. These include epidemics and insect infestations.
The economic impact of a disaster usually consists of direct (e.g. damage to infrastructure,
crops, housing) and indirect (e.g. loss of revenues, unemployment, market destabilisation)
consequences on the local economy.

Disasters in agriculture
The disasters typical of the agricultural sector are mostly natural disasters. They can be can be
classified in the following groups of risks:
•
•
•

Climatic events: hail, flood, drought, storms;
Damage caused by pests: snails, insects;
Diseases/epizootics: foot- and mouth disease, swine fever.
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This differentiation of hydrometeorological disasters or climatic events, and biological disasters,
either caused by pests or by diseases, also appear in the definitions of the European agricultural
legislation (see following sections).
However, all the definitions of disaster are quite relative, because they do not differentiate the
big disasters and crisis from minor natural events causing small losses. Also the UN's
International Strategy for Disaster Reduction (ISDR) criteria, either cannot be applied to
agricultural losses, either are very relative, depending on the subjective appreciation of each
Government. At the same time, it is widely discussed which is the difference between the terms
related to “disaster”, calamity”, “catastrophe”, “emergency” and “crises”.
From this reflection we can conclude that it is not easy to conclude a definition of disaster.
Nevertheless, it can be easier and it seems to be necessary to define when the losses due to an
event can be eligible for assistance and aids. So, this is what is going to be reviewed and
discussed in the following sections. First, we address the conditions under which aids are
allowed by the international Trade Agreements. Second, the conditions stated and the aids and
subsidies allowed by the European Union legislation. Third, we present the European states
definitions of those disasters eligible for ad-hoc aids and for insurance subsidies.

3.2 “Disasters” and “crisis” policies and aids from a WTO
perspective
3.2.1 The EU and the WTO: Committed to multilateral trade rules
The EU has extensive contacts and trading relations with third countries and trading blocks. The
EU is a major player in global agricultural trade as the biggest importer and second largest
exporter of foodstuffs (the EU is a significant net importer of agricultural products, while being a
net exporter of processed foodstuffs).The EU plays a leading role in establishing global trade
agreements in the World Trade Organisation (WTO). It has also concluded and is in the process
of negotiating bilateral trade agreements with individual third countries, free trade agreements
with its near neighbours, special arrangements with developing countries, granting preferential
access to the EU market, and more extensive relationships with regional groupings such as the
South American countries of the Mercosur group17. The EU is the only big trading group, among
the wealthier nations, which is not only granting preferential access to its markets for imports
from developing countries, but is in practice actually importing considerable quantities from
those countries.18
The growing trade between all countries, whether developed or less must be conducted under
multilateral trade rules for the benefit of all countries, in particular developing countries. This is
17 Mercosur was created by Argentina, Brazil, Paraguay and Uruguay in March 1991.
18 http://trade.ec.europa.eu/doclib/docs/2006/may/tradoc_113528.pdf
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why the EU is a strong supporter of the WTO and has always played an active role in the WTO
discussions and negotiations on trade in agriculture.
The EU is committed to the ‘Doha Development Agenda’ (DDA19), negotiations which aim at
further liberalising trade while enhancing development. As regards agriculture the agreement
reached in August 2004 paved the way for further negotiations that could deliver a considerably
bigger farm trade liberalisation than the previous trade negotiations (the ‘Uruguay Round’). The
agreement locks in the EU’s CAP reform. It should bring a substantial cut in trade-distorting
agricultural support, the elimination of trade-distorting export competition practices and
contribute to a significant opening of agriculture markets. The EU has made major efforts to
redirect its farm policy towards more transparent and non trade-distorting instruments –
principally by divorcing about two-thirds of payments to farmers from levels of production.

3.2.2 The WTO agreements
“The Final Act Embodying the Results of the Uruguay Round of Multilateral Trade Negotiations”,
signed by ministers in Marrakesh on 15 April 1994 contains legal texts which spell out the results
of the negotiations since the Round was launched in Punta del Este, Uruguay, in September
1986. In addition to the texts of the agreements, the Final Act also contains texts of Ministerial
Decisions and Declarations which further clarify certain provisions of some of the agreements.
In WTO terminology, subsidies in general are identified by “boxes” which are given the colours of
traffic lights: green (permitted), amber (slow down — i.e. be reduced), red (forbidden). In
agriculture, things are, as usual, more complicated. The Agriculture Agreement has no red box.
All domestic support measures considered to distort production and trade (with some
exceptions) fall into the amber box, which is defined in Article 6 of the Agriculture Agreement as
all domestic supports except those in the blue and green boxes. These include measures to
support prices, or subsidies directly related to production quantities. These supports are subject
to limits: “de minimis” minimal supports are allowed (5% of agricultural production for developed
countries, 10% for developing countries); the 30 WTO members that had larger subsidies than
the de minimis levels at the beginning of the post-Uruguay Round reform period are committed
to reduce these subsidies. Domestic support exceeding the reduction commitment levels in the
amber box is prohibited. The reduction commitments are expressed in terms of a “Total
Aggregate Measurement of Support” (Total AMS) which includes all supports for specified
products together with supports that are not for specific products, in one single figure.
There is a blue box for subsidies that are tied to programmes that limit production. This is the
“amber box with conditions” — conditions designed to reduce distortion. Any support that would
normally be in the amber box, is placed in the blue box if the support also requires farmers to
limit production (details set out in Paragraph 5 of Article 6 of the Agriculture Agreement). There

19 Launched in November 2001 in Doha, Qatar.
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are also exemptions for developing countries (sometimes called an “S&D ? box”, including
provisions in Article 6.2 of the agreement).
The green box is defined in Annex 2 of the Agriculture Agreement. In order to qualify, green box
subsidies must not distort trade, or at most cause minimal distortion (paragraph 1). They have to
be government-funded (not by charging consumers higher prices) and must not involve price
support. They tend to be programmes that are not targeted at particular products, and include
direct income supports for farmers that are not related to (are “decoupled” from) current
production levels or prices. They also include environmental protection and regional
development programmes. “Green box” subsidies are therefore allowed without limits, provided
they comply with the policy-specific criteria set out in Annex 2.
In the current negotiations, some countries argue that some of the subsidies listed in Annex 2
might not meet the criteria of the annex’s first paragraph — because of the large amounts paid,
or because of the nature of these subsidies, the trade distortion they cause might be more than
minimal. Among the subsidies under discussion here are: direct payments to producers
(paragraph 5), including decoupled income support (paragraph 6), and government financial
support for income insurance and income safety-net programmes (paragraph 7), and other
paragraphs. Some other countries take the opposite view — that the current criteria are
adequate, and might even need to be made more flexible to take better account of non-trade
concerns such as environmental protection and animal welfare.
As mentioned above, Paragraph 7 of Annex 2, together with Paragraph 8, relate to the
governmental service programmes which care about the consequences of calamities. These
programmes are:
• the economical risk insurance (for the price and of the revenue)
• the climate risk insurance
Paragraph 7 opens the green box for government financial support for income insurance and
income safety-net programs under certain conditions. This Paragraph was included under the
proposal of the United States, Canada and Australia. Next we show the original text, together
with that of Paragraph 8, which includes in the green box payments for relief from natural
disasters (made either directly or by way of government financial participation in crop insurance
schemes).

Annex 2 of the Agreement on Agriculture: “Domestic support: The basis for
exemption from the reduction commitments”.
7. Government financial participation in income insurance and income safety-net programmes
(a) Eligibility for such payments shall be determined by an income loss, taking into account only
income derived from agriculture, which exceeds 30 per cent of average gross income or the
equivalent in net income terms (excluding any payments from the same or similar schemes) in the
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preceding three-year period or a three-year average based on the preceding five-year period,
excluding the highest and the lowest entry. Any producer meeting this condition shall be eligible
to receive the payments.
(b) The amount of such payments shall compensate for less than 70 per cent of the producer's
income loss in the year the producer becomes eligible to receive this assistance.
(c) The amount of any such payments shall relate solely to income; it shall not relate to the type
or volume of production (including livestock units) undertaken by the producer; or to the prices,
domestic or international, applying to such production; or to the factors of production employed.
(d) Where a producer receives in the same year payments under this paragraph and under
paragraph 8 (relief from natural disasters), the total of such payments shall be less than 100 per
cent of the producer's total loss.
8. Payments (made either directly or by way of government financial participation in crop
insurance schemes) for relief from natural disasters
(a) Eligibility for such payments shall arise only following a formal recognition by government
authorities that a natural or like disaster (including disease outbreaks, pest infestations, nuclear
accidents, and war on the territory of the Member concerned) has occurred or is occurring; and
shall be determined by a production loss which exceeds 30 per cent of the average of production
in the preceding three-year period or a three-year average based on the preceding five-year
period, excluding the highest and the lowest entry.
(b) Payments made following a disaster shall be applied only in respect of losses of income,
livestock (including payments in connection with the veterinary treatment of animals), land or
other production factors due to the natural disaster in question.
(c) Payments shall compensate for not more than the total cost of replacing such losses and shall
not require or specify the type or quantity of future production.
(d) Payments made during a disaster shall not exceed the level required to prevent or alleviate
further loss as defined in criterion (b) above.
(e) Where a producer receives in the same year payments under this paragraph and under
paragraph 7 (income insurance and income safety-net programmes), the total of such payments
shall be less than 100 per cent of the producer's total loss.
There is a wide debate about which of the current payments fall within each box. The Canadian
Farm Income Program (CFIP) (formerly Agricultural Income Disaster Assistance AIDA) was
notified in the Green box because it provides coverage to income (so it should fall within the
conditions stated by Paragraph 7). However, this program does not exist any longer. Both CFIP
and NISA (Net income stabilization Account) have been substituted by one single program,
CAIS (Canadian agricultural Income Stabilisation) in 2003.
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The revenue insurances in the United States do not fall neither under paragraph 7 nor 8. They
cannot be included under paragraph 7 because they are not covering income but revenue, and
they do not fall under paragraph 8 because they do not cover only against climatic or natural
disasters but also against market risks. So, they have been notified in the Amber box and thus,
they are subject to reduction compromises.
The public aids to crop insurances are “conceptually” included in the “Green Box”, as can be
deduced from Paragraph 8. However, when this is to be applied, subsidies to agricultural
insurances result, by a formal requirement, excluded from the box. Assuming that they comply
with the trigger or threshold of the 30% minimum loss, the exigency of a public formal
declaration by government authorities every time there is a loss is not operational in an
insurance model managed by private companies. This would eliminate one of the advantages of
the insurance schemes over the aid-hoc aids, which is the agility of the system Therefore most
of the subsidies to the European and North-American crop insurance schemes have been
notified within the Amber box.

3.3 “Disasters” and “crisis” policies and aids in the EU
legislation
3.3.1 Accepted State payments in the Treaty of Rome
The 1957 Treaty of Rome established the European Economic Community. Title V in Part Three
of this Treaty settled the Common Rules on Competition. Its section 3, Article 92 delimited the
aids that can be granted by the States. The 1997 Treaty of Amsterdam amends the Treaties
establishing the European Communities, among which the Treaty of Rome, and also the Treaty
on European Union (Maastricht 1992). The 1997 Treaty of Amsterdam provides a consolidated
version of the Treaty of Rome. Both in this consolidated version and in the 2002 Consolidated
version of the same Treaty, the aids that can be granted by the states appear in Part three, title
VI, Chapter 1, Section 2, Article 87.
Article 87 (previous Article 92 of the 1957 Treaty of Rome) prohibits certain State aids, and
authorises the European Commission to accept some such aids as "compatible with the
common market". Among the accepted aids are aids to soothe the effects of natural disasters,
and other aids. Article 87.2.b and Article 87.3.c reproduced below are the basis for aids related
to risk management and safety net programs in agriculture.
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Section 2
Aids granted by States
Article 87 (ex Article 92)
1.
2. The following shall be compatible with the common market:
(a)
(b) aid to make good the damage caused by natural disasters or exceptional occurrences;
(c)
3. The following may be considered to be compatible with the common market:
(a)
(b)
(c) aid to facilitate the development of certain economic activities or of certain economic areas,
where such aid does not adversely affect trading conditions to an extent contrary to the common
interest;
(d)
(e).

3.3.2 Agriculture guidelines
The Commission has applied Article 87 of the 1997 Treaty in numerous decisions. The CES
(Comité Économique et Social) 1993 publication on EC Systems of Agricultural Insurance
already collected how the old article 93 was to be applied. More recently, the Commission has
stated its policy in the “Community guidelines for state aid in the agriculture sector” (“Agriculture
guidelines” from now on). These have four points related to the application of Articles 87.2.b and
87.3.c. The application of these articles is currently being reviewed. A Regulation is under study,
which for some special cases refers to new Commission Guidelines, also under debate. Next we
will comment the aids the Commission has been allowing under the old and existing guidelines,
and how disasters and crises are defined in them. In the following section we will refer to the
expected changes to be introduced by the future Regulation and the future new Guidelines.
As mentioned above, in the EU – Community guidelines (2000) there are four points relating to
allowed aids in risk management in agriculture. These points are the following (for the complete
text of the four points, refer to the Official Journal of the European Communities OJ C28,
01.02.2000, p. 2-24 or OJ C232, 12.8.2000, p. 17-41):
Point 11.2 – Defines the notions of “natural disaster” and “exceptional occurrence” contained in
Article 87.2.b. “Earthquakes, avalanches, landslides and floods may constitute natural disasters.

Exceptional occurrences (…) include war, internal disturbances or strikes, and with certain
reservations and depending on their extent, major nuclear or industrial accidents and fires which
result in widespread loss. (…) The Commission will permit aid of up to 100% to compensate for
material damage.(…)”
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Point 11.3 – This point refers to adverse weather conditions. It states that “adverse weather

conditions such as frost, hail, ice, rain or drought” on agricultural production “(…) may be
assimilated to natural disasters once the level of the damage reaches a certain threshold, which
has been fixed at 20% of normal production in the less-favoured areas and 30% in other areas.
(…). In the case of damage to the means of production the effects of which are felt for several
years (for example the partial destruction of tree crops by frost), for the first harvest (…) the
percentage real loss (…) must exceed 10% and the percentage real loss multiplied by the number
of years in which production is lost must exceed 20% in the less-favoured areas and 30% in other
areas.” This threshold does not apply to buildings and equipments, where the damages can be
accepted up to 100% of actual costs.
Point 11.4 – Animal and plant diseases: “this does not normally constitute a natural disaster or

an exceptional occurrence within the meaning of the Treaty. In such cases aids (…) may only be
permitted by the Commission on the basis of Article 87.3.c of the Treaty. (…) They may only be
accepted as part of an appropriate programme for the prevention, control or eradication of the
disease concerned.(…).”
”(…) Aid may be granted up to 100% of actual costs (…)” with some exceptions.
Point 11.5 – It refers to aid towards the payment of insurance premiums. In it, it is stated that “It

is consistent Commission policy to allow aid up to 80% of the cost of insurance premiums to
cover against losses caused by natural disasters and exceptional occurrences, falling within the
scope of point 11.2, and by adverse climatic events which can be assimilated to natural disasters
in accordance with point 11.3. Where the insurance also covers other losses caused by adverse
climatic events, or losses caused by animal or plant diseases, the aid rate is reduced to 50% of
the cost of the premium”.
Most of these issues had already been addressed in the CES (Comité Économique et Social)
1993 publication on EC Systems of Agricultural Insurance. It states that besides the evident
natural disasters and natural occurrences within the meaning of Article 92.2.b, other risks can be
considered as such under the damage intensity criterion: the loss in the normal agro-livestock
production must reach the 30% and the 20% in the less-favoured areas. In the case of damage
to the means of production the effects of which are felt over several years (for example the
partial destruction of tree crops by frost) for the first harvest following the occurrence of the
adverse event the percentage real loss in comparison with a normal year, determined in
accordance with the principles set out in the previous paragraphs, must exceed 10 % and the
percentage real loss multiplied by the number of years in which production is lost must exceed
20 % in the less-favoured areas and 30 % in other areas.
It also states that under Article 92.3.c of the Treaty (which provides that aids to facilitate the
development of certain activities may be considered compatible with the Common Market
provided that it does not affect trading conditions to an extent contrary to the common interest)
can be included aids to combat animal and plants diseases.
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Regarding the aids that can be given to agricultural insurances, three categories are
established. The first two are similar to the ones in the Guidelines (80% / 50% of subsidies for
those insurances covering only / also natural calamities). The third one states that those
insurances which cover only exceptional climatic or sanitary risks which cannot be assimilated to
natural calamities, are considered “measures useful for the agricultural development” within the
scope of Article 92.3.c. In these cases the governmental aids must be regressive from a
maximum of 30% of the premium and cannot exceed 10 years.

3.3.3 The new Regulation and Agriculture Guidelines
The “Commission Regulation (EC) No 70/2001 of 12 January 2001 on the application of Articles
87 and 88 of the EC Treaty to small and medium-sizes enterprises” (OJ L10, 13.1.2001, p. 3342) does not directly address the aids to be given to risk and crisis management in agriculture.
So, all the aids given for agriculture under Article 87 should follow the “Community guidelines for
State aid in the agriculture sector” which have been reviewed in the previous section. However,
currently is being discussed a draft of a “Commission Regulation (EC) No …/… on the
application of Articles 87 and 88 of the EC Treaty to state aid to small and medium-sized
enterprises active in the production of agricultural products and amending Regulation (EC)
70/2001”. This regulation includes the aids given under Article 83.2.b and those given to the
agricultural sector under Article 87.3.c.
The main changes added by this draft Regulation in the field of risk management aids in
agriculture, besides the fact of being a Regulation and not only Guidelines, can be summarised
in the following:
- it applies only to “transparent aid”
- It does not apply to aid granted to enterprises active in the processing or marketing of
agricultural products
- it does not apply to fishery and aquaculture products
- It does not explicitly include a point for aids given in the case of natural disasters
- It includes three type of aids relating to agricultural risks:
o aid in respect of animal and plant diseases and pest infestations (Art. 10);
o aid for losses due to adverse climatic events (Art. 11);
o aid towards the payment of insurance premiums (Art. 12)
- All the three aids considered (Arts. 10, 11, 12) are considered compatible with the
common European market within the meaning of Article 87.3.c.
- It sets as a condition for losses suffered after 2010: the farmers must contribute to the
cost sharing mechanisms or insurance schemes.
- Regarding animal and plant diseases (Art. 10), it clearly differentiated two types of aids:
the costs of prevention or eradication, which can be compensated up to 100% but the aid
must not involve direct payments to producers; and the compensation to the farmers for
their losses, which must have a threshold of 30% (according to “Green Box”
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-

requirement), which cannot exceed 75% of the losses (80% in less favoured areas) and
which requires a formal recognition by public authorities.
Regarding adverse climatic events (Art. 11): they can be assimilated to natural disasters
when they exceed the threshold of 30%, but there is no more the 20% threshold for less
favoured areas. The exemption for less favoured areas is eliminated from the threshold,
but there is exemption on the compensation. In this case the compensation cannot
exceed 80% of the losses and 90% in less favoured areas. These same maximums (80%
and 90%) apply for damages to farm buildings and farm equipment. Also, the event must
be formally recognised as a disaster by public authorities. Last, there is an additional
requirement for the State: it has to comply with the water directive in order to be able to
compensate for losses due to drought.
Regarding the aids towards the payment of insurance premiums (Art. 12). There are no
other changes

According to Article 3 of the Regulation, “aid which does not fall within the scope of this

Regulation (…) shall be notified to the Commission in accordance with article 88.3 of the Treaty.
Such aid shall be assessed in accordance with the criteria laid down in the Community
guidelines on agriculture”. The new Community guidelines on agriculture are also still under
discussion. Their main novelties are:
V.B.1 General Principles: the compensations will not be paid later than 4 years after the
occurrence of the losses.
V.B.2. Natural disasters and other exceptional events: No changes. Compensation is allowed up
to 100% of the damages.
V.B.2.1. Adverse climatic conditions: the same changes as in the Regulation: aids are accepted
under Article 87.3.c, not 87.2.b of the Treaty; the threshold is only 30%, no longer 20% for less
favoured areas; also disappears the exemption of 10% the first year for fruit trees; there is now
the deductible, not only the threshold; the water-drought requirement; and last, from 2010, the
requirements of buying insurance in order to be eligible for receiving the compensations.
V.B.2.2. Aids to fight animal and plant diseases: No big changes with respect to the Regulation
V.B.2.3. Aids to insurance premiums: The main novelty is probably that the aids cannot be given
to big firms or big agricultural holdings, neither to firms dedicated to the transformation and
commercialisation of agricultural products.
It is stated that there is no real need to combine the insurance on animals and plant diseases
with the insurance for natural disasters of assimilated events. However, at the moment, there
seem to be no expected changes regarding this condition of insuring both for receiving the aid.
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3.4 “Disasters” and “crisis” definitions, policies and aids in
the EU member countries
Most EU states are following the Community guidelines on agriculture in order to decide when
they are going to bestow some aids. Some of them incorporate or explicitly mention the
guidelines definitions in their legislation; others just assume it without explicit mention to it; some
others have a definition more restrictive than that established in the Guidelines, as is the case of
the calamity fund system in France. Last, some states not yet in the EU at the moment have less
restrictive definitions than that in the Guidelines. The table below shows which states follow
more or less closely the Community guidelines.
Table 1. States “crisis” and “disaster” definitions in relation to their following of the
Agriculture guidelines
Explictly
EC Guidelines
mention the EC with no explicit More restrictive Less restrictive
guidelines
mention in
definition
definition
definition
legislation

Unknown

Belgium

Finland

Austria

Bulgaria

Denmark

Cyprus

Ireland

Czech Republic

Hungary

Poland

Estonia

Luxembourg

France

Greece

Spain

Portugal

Italy

Romania

Latvia

The Netherlands

Lithuania

Sweden

Slovenia

UK

Slovakia

Some of the countries included in the group which assume the EC Guidelines with no explicit
mention in legislation have the constraint to aids given in case of crisis or disaster that it must
not be due to an insurable risk. This is the case for Spain, Portugal, etc.
Next we show some of the definition of disaster and crisis which are eligible for aids in the
different countries, as well as the definitions of insurable risks, when they exist.
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Table 2. Definitions of disaster
Country
Definition, concept
- Catastrophe: The catastrophe fund compensates extraordinary losses
Austria
such as flood, avalanches and storm. The compensation of loss by the
catastrophe fund is linked to the condition that there is a disaster
defined by the public authorities. The loss has to be more than €
1.090,- per farm. But there is no legal title of compensation.
- Most of the financial contributions of the public fund are used for
preventive measures.
- Insurable risk: Only a small part from the catastrophe fund is reserved
for the support of agricultural insurances (hail and frost). Other
insurable risks like drought, storm, flood, livestock, etc. are without
public support.
Belgium
- According to the Law 12 July 1976, the agricultural calamities are
defined as “The natural phenomena of exceptional nature and
character, or the unforeseeable and massive action of noxious
organisms only in case they have caused important and generalised
destruction of soils, crops or harvests, as well as the diseases and
intoxications of exceptional character if they have caused, by mortality
of compulsory slaughter, important and generalised losses of animals
useful to farming”. The Royal Act 6 July 2002, in order to conform to
the European legislation, introduces a deductible of 30%.
Bulgaria
- The new Law on Crisis Management defines “crisis” as “an unexpected
or expected change of already established living conditions as a result
of human activities, events or natural phenomenon, and when the life,
the health or the property of big groups of people, territories,
environment, the cultural or the material values of the country are in
danger”. The law stipulates the publishment of a Statute for its
application but it has not been published yet.
- Insurance is not subsidized.
Cyprus
- The first definitions of natural disaster in Cyprus were specified in 1977
when the Government prepared the first legislation for creating an
organization (AIO) and a relevant scheme (Agricultural Insurance
Scheme) which was initiated in 1978. The major perils which are
covered by the Cyprus legislation are hail, frost, drought, rain, flood,
water spot, windstorm, strong dry wind, heatwave and warm dry air.
Currently the subsidizaztion level is 50%, which is the maximum
possible under the EU’s current guidelines.
- Some ad-hoc aids are given for products not covered by the public
scheme, but triggers are not specified
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Czech
Republic

Denmark

Estonia
Finland

- According to Act No. 586/1992 Coll., concerning income taxes, as
amended, a natural disaster is defined as accidental fire or explosion,
thunderbolt, windstorm with wind speed exceeding 75km per hour,
flood, hail, land slippage, land slide and rock fall not caused by
industrial activity or building activity, avalanches or earthquake
recording at least 4th degree on the international macro. Seismic scale.
- No explicit definition seems to exist. Government has a support
scheme that grants subsidies in accordance with the Danish Act on
Compensation for Damage Caused by Storm (storm surge flooding and
forest storm damage).
- Laws are harmonized with EU laws, but there are no definitions
provided.
- The Crop Damage Compensation Act has been amended several
times since 1975. It allows the government to compensate loss of crop
yield due to frost, hailstorm, pouring rain, storm, unexceptional flood,
unexceptional drought, or other similar and unusual (“catastrophic”)
change in the natural conditions, to which agricultural producer is
unable to affect, unusual conditions during the overwintering, or
unusual flood or unusually voluminous rain, which prevents producer
from seeding the crop. There is a reference yield for each region and
crop. Reference yield is the arithmetic mean of the average yield of the
crop during the past 5 years in a given region. Franchise deductible is
30 %; i.e. producer is eligible for the compensation if actual yield
(calculated at the farm level) is less than 70 % the reference yield.
Producer must farm in Finland and he must cultivate at least 3 ha of
field crops or at least 0.5 ha vegetables (including horticulture). Farm
must be cultivated in accordance with the common agricultural
practices of the region.
- Another public system is the practice of compensating direct losses
due to highly contagious animal diseases from the state budget. It is
based on Animal Disease Act, which has been amended several times
during the past decades.
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France

Greece

Hungary

- The 1964 Law for the agricultural calamities, modified by the 2006
orientation law, defines the characteristics of the damages that can be
subject of a public indemnity from the “Agricultural Calamity Regimen”.
Among them:
• Exceptional character of the climatic phenomenon causing the
damages (long periods between events, losses intensity), which has
to be officially established by inter-ministerial decree on the basis
of a local assessment performed by the administration and of an
examination conducted by a national administrative corporation
• damage for which there is no efficient preventive technique
available
• For the crop losses, they must be above a double threshold: 27% or
more of normal crop value and 14% of the farm gross revenue. The
27% which meant a loss of 27€ per 100€ of “production value+ CAP
aids”, after the Single Payment has now become 42% of production
value alone, regardless of the Single Payment value.
- Multi-peril insurance is subsidized at maximum rate of 35%
- Disaster and related concepts are defined in the regulation for “state
financial aid” issued by ELGA recently (01/2006) and are similar to
those found in the guidelines of the E.C. for state aids in the agriculture
sector (2000/C 28/02).
- The definitions of disaster were laid down in the “Law LXXIX of 1991
on Land Taxation”. Natural disasters can be, according to Article 7:
Drought in all cultivation activities; Hail-storm, flood, standing water and
fire losses in all taxable cultivation activities; frost and sand-blast on
arable farming, horticulture, viticulture and fruiticulture.
- Farmers are eligible for lease reduction or cancellation when the yield
does not reach the two thirds of their average yield. They are eligible
for tax and to lease reduction or cancellation when the losses exceed
the 25% of the yield in the affected area, or 15% of the crop yield in the
whole farm. (Since 1994)
- Direct ex-post aids are defined on an ad-hoc basis. In the case of the
2003 extreme drought and frost, the Regulation issued established that
farmers would be entitled to subsidies if the extent of frost and/or
drought losses together exceeded 30% in case of arable crops
(including vegetables), viniculture, fruticulture, forestation and
fishponds. The final amount of the compensation is the 30% of the loss
value exceeding 30%. Farmers would be entitled for preferential credit
if frost and/or drought losses are 20% or greater.
- Since 2004 insurance is not subsidized
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Ireland

Italy

Latvia

Lithuania

Luxembourg

Netherlands

Poland

- There is no definition of “disaster” used in public policy. Responses to
situations are on an ad-hoc basis. The typical policy response has
been to seek EU approval for limited measures, such as paying direct
payments earlier than scheduled.
- For the purposes of the National Farm Risk Management System,
natural calamity or exceptional event are those defined in point 11.2 of
the “Community guidelines for state aid in the agriculture sector”
(2000/C28/02) and also the adverse atmospheric conditions foreseen
in point 11.3 of the foresaid orientations. That reference is explicitly
contained in the main law currently in force on the subject: Legislative
Decree 29/March 2004 n. 102: Reform of the National Solidarity Fund)
- Insurance is subsidized. No explicit definitions
- Upon entering the European Union were applied the definitions, which
are specified in Community Guidelines for State Aid in the Agriculture
Sector.
- Criteria of natural disaster are indicated in 9 March, 2006 Lithuanian
Government Resolution No. 241 “Regarding Confirmation of Criteria of
Extreme Events”. Natural events, those cause more than 20% of
losses in average agricultural production in LFA and more than 30% of
losses in other areas are considered to be natural disaster.
- There is no definition of “disaster” used in public policy. There have not
been given ad-hoc aids
- The EC Guidelines are followed in insurance subsidization.
- There is a general law on indemnity payments for disasters but the
government has announced that this is not applicable anymore for
agriculture. Weather adversaries are considered to be normal risks for
which the tax payer has not to pay.
- For livestock there are funds that are sector-wide and ultimately
financed by all the farmers until a maximum per sector. It is a fund for
epidemic livestock diseases, concerning cattle, pigs, poultry, sheep
and goat. It is financed by farmers through levies on the production of
milk, meat, etc. When the costs of suppression of an epidemic
outbreak reach a certain, in advance agreed level, the government will
carry the costs.
- No explicit definition seems to exist. Government offers ad-hoc aid in
case of tremendous natural disasters (i.e. flood), but we could not find
any regulation fixing the conditions under which an event can be
considered as a disaster.
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Portugal

Romania

Slovakia

- Aids are given by the Fund for losses caused by risks not covered by
the current crop insurance products, in those cases where a Calamity
situation is officially declared both by the Ministry of Finaces and by the
Ministry of Agriculture, Rural Development and Fisheries.
- Climatic agricultural calamity is defined as the happening of
phenomena, exclusively climatic, with an exceptional character, which
cause a generalised damage on crop production of at least 50%,
resulting from this an important decrease in the farmers’ yields. The
determination of the damages refers to the yields usually obtained in
the region, calculated in base to the average obtained in the last six
years, with exclusion of the year of lowest productivity.
According Law 381/2002 natural phenomena and diseases are
considered to be the following: excessive drought, floods coming from
overflowing rivers, or broken bridges, heavy rains, excessively low
temperatures below the biological resistance limit of the plant, heavy
snow falls which cause loss in vegetal and livestock sector, rapid melting
of the snow which causes floods, rivers overflowing, hurricanes.
The indemnities are granted to the agricultural producers as follows:
For agricultural crops and plantations affected by calamities, only for
losses which exceed 30% of production, the maximum level of
indemnities being 70% of the expenses made until the date the event
occurred.
For animals, birds, bees’ families and fish, the indemnity represents
maximum 80% of the insurance value, diminished with the value of the
resulting by-products, which can be commercialized according to legal
provisions.
The agricultural producers benefit from the stipulation of this law if they
are affected by natural phenomena presented above and if they are
located in a calamity area declared by Governmental Decision, and if their
crops, plantations, animals, fowls, or fish are insured by insurance
companies approved by the Ministry of Agriculture.
- No Information
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Slovenia

Spain

Sweden

UK

- According to the Slovenian law a natural disaster is a “disaster caused
by earthquake, flood, land-slide and snow slide and disasters in
agriculture and forestry caused by adverse weather conditions”. The
causes for disaster in agriculture and forestry are sleet, frost, drought,
storm and hail. In addition, mass outbreak of plant or animal diseases
and pests are included.
- The Law on natural disaster relief (OJ No. 114/2005; p. 12354) is
related to the Law on protection from natural and other disasters (OJ
RS No. 21/2006; p. 5609).
- Disaster aid is paid to the applicant if the evaluated damage resulting
from natural disaster reaches 30 % of normal production, whereas for
the less-favoured areas the limit is set at 20 %. If a natural disaster
results in a long term production potential deterioration (e.g. perennials)
than the aid is paid when the production in the first year after the natural
disaster occurrence is reduced by 10 %. Moreover, in all the following
years in which the production is reduced due to the natural disaster the
total damage have to sum up to 30 % of a standard annual production
and for the LFA’s the damage is set to 20 %.
- For ad-hoc measures, it is necessary a legal declaration by the
government, they must be caused by extraordinary phenomena. No
explicit mention of definition of crisis and disaster. The Guidelines
implicitly apply. They can only be given for non-insured risks
- According to the Spanish law, it is permitted to insure all the damages
produced by natural phenomena which cannot be managed by the
farmer, always under the condition that the losses are higher then a
minimum threshold established in every insurance contract.
- Ad-hoc measures for climatic calamities not covered by insurance:
There is no particular definition of disaster, and the Swedish policy is to
apply these measures restrictively. Up to now no such compensation
has been paid. The government does not consider the market to suffer
from any obvious market failures.
- Regulated measures for infectious diseases, contaminated feed, plant
pests and radioactive fall-out: The Swedish Board of Agriculture is
responsible for the management and combat of these disasters.
Regarding infectious disease there is a pre-existing system for
compensation payments. For the other types of disasters mentioned,
ad-hoc compensations apply. Farmers do not pay any explicit fee.
- There is no definition, no legislation and no disaster assistance for
crops.
- Livestock: A “Notifiable Disease” is a disease named in section 88 of
the Animal Health Act 1981 or an “Order” made under that Act.
- Insurance is not subsidized
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3.5 Discussion on a “disaster” definition common for the EU
The CAP policies are changing, leading the EU agriculture into a more liberalised market.
Further than the proposed changes by the regulation currently under debate, the EU legislation
on matter of risk could be adapted to the changes by providing or allowing further protection
against climatic and market risks. All these changes should take into account the conditions
fixed in the WTO agreements.
If a common EU definition were to be applied to all member countries, it could consider
the following aspects:
- Exceptional character of the climatic phenomenon
- Affect a minimum number of farms or a surface large enough
- Thresholds for the losses at crop level and/or at farm level (already existing in the “Community
Guidelines for State Aid in the Agriculture Sector” - OJ C28 01.02.2000 p. 2-24)
- Officially established (need to establish a fast procedure)
- No efficient preventive technique available
- No insurance available

3.6 Review of the state of the discussion on the options on a
EU risk management policy
3.6.1 The Communication from the Commission to the Council
The communication from the Commission to the Council on risk and crisis management in
agriculture COM (2005) 74 (see EC, 2005a), proposes a few possible measures to help farmers
in the European Union manage risk. Three options that refer to agricultural insurance, mutual
funds and an income crisis tool are considered. Specific training for farmers on the use of risk
management instruments is also mentioned.
The three options identified are:
• Option 1: contributing to the payment of premiums farmers pay for the insurance against
natural disasters, extreme weather conditions or animal and plant diseases. Reinsurance
might also be supported.
• Option 2 encouraging the development of mutual funds for agriculture, by granting
temporary and digressive support for the funds' administration.
• Option 3: launching new instruments to protect farmers in different types of income
crises.
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The aim is to help farms resist temporary shocks and improve their access to finance. Such
measures would in any case differ from the type of guarantees provided by the “old” CAP.
The purpose of the Communication is to launch a discussion on risk and crisis management in
the framework of the CAP reform, respecting the Commission's commitment to the Agricultural
Council when CAP reform was agreed. The mandate of the Council had two aspects:
• Clarify alternative ways to use some of the funds that should become available with the
application of the new modulation mechanism, and in particular if it might be used to
finance risk management, crisis and disaster remediation in agriculture;
• Discuss if provision of funds for crisis in each Common Market Organisation (CMO) may
be appropriate. This second option is rejected.
A Commission staff working document (EC, 2005b), linked to the communication, analyses
several types of risks and crises in agriculture, and the measures that are applied in the last
years. The possible support to insurances in this scheme would come from the funds assigned
to the second CAP pillar.

3.6.2 The position of the insurance sector
The position of the insurance companies’ active in the sector, in general terms, is that they are
ready to support crop and livestock insurance under certain conditions: subsidies to the cost of
premia, public reinsurance system and coexistence of national systems, instead of a “unique”
European system. The European Committee of Insurers (CEA) proposed to establish coinsurance and co-reinsurance systems at a national level, as well as a public reinsurance
system, possibly supported by the EU Common Agricultural Policy.
During the year 2004 the Committee for the Insurance for Agricultural Risks of CEA has
elaborated a questionnaire with the aim of establishing the “Average annual amount of losses”,
that is, the average “risk premium” (costs of acquisition and management not included) needed
to cover natural catastrophic risks related to the agriculture and livestock (only cows, pigs and
sheep) on the bases of a Combined coverage. The CEA estimate the “average annual amount
of losses” is around 3.7 billion € for EU15 (15 members States before the enlargement).
In April 2005, the CEA Committee for the insurance of agricultural risks, addressed a letter to the
Deputy Director General of DG AGRI commenting some of the issues which had arisen after a
first and quick analysis of the Communication COM (2005) 74:
• The DG Agri’s paper proposes a different level of financial aid to the cost of the premia,
compared to the Directive 2000/C 28/02, paragraph 11.5.
• The provisions of the paper are based on the WTO requirements, in particular on those
of the “green box”. Nevertheless, the interpretation of such requirements is also quite
confusing. CEA considers useful to review all the definitions under the said “green box”.
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