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Abstract. The purpose of the research is to substantiate the laws of development of agricultural
insurance with state support in Ukraine, and provide a set of practical recommendations for implemen-
tation of insurance mechanisms for financial support of agriculture. Methodology. The theoretical and
methodological basis of the research are the dialectical method of knowledge of economic processes,
the fundamental provisions of modern economic theory, scientific works domestic and foreign scientists
on economic relations between participants of the agricultural insurance market with state support for
agricultural products. A systematic approach, methods of generalization, induction, deduction, analysis,
synthesis and comparison were used to achieve this purpose. Results. The necessity and importance of
using insurance mechanisms to mitigate risks for agricultural producers had been determined. The state
of economic relations for the protection of property interests of agricultural producers had been reviewed
in general, and trends in the development of subsidized crop insurance in the insurance market of
Ukraine had been identified. The indicators of agricultural insurance and the amount of subsidies from
the state budget allocated to reduce the cost of insurance premiums (contributions), which actually had
been paid by actors of the agricultural market, had been analyzed. It was revealed that in 2005-2008 the
introduction of state support for crop insurance had a positive impact on the performance of the agricul-
tural insurance market, contributed to the popularization of this type of insurance in Ukraine, and posi-
tively affected protecting the interests of agricultural producers. The factors hindering the development
of domestic crop insurance with state support were revealed. It had been proved that current level of
penetration of this kind of insurance protection remains low and insufficient to guarantee the safety of
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business activities in the agricultural sector, the current model of agricultural state aid, provided by the
Law of Ukraine “On peculiarities of crop insurance with state support”, was inefficient and therefore
required reformation. The importance of improvements in state regulation, including implementation
mechanisms of the existing legislation, and state policy of financial support had been substantiated. It
was determined that the market model of crop insurance system in Ukraine should be based on the prin-
ciples of public-private partnership. Practical meaning appears in the possibility of using theoretical
conclusions and practical recommendations for the further development of agricultural insurance in gen-
eral and crop insurance with state support in particular. Prospects for further research are identification
and scientific substantiation of the ways of forming a reliable mechanism for insurance protection of
property interests of agricultural producers, development and legislation of recommendations on the
forms of effective interaction between the main participants in agricultural insurance - agricultural pro-
ducers, insurance companies and government.

Keywords: agriculture, agricultural producers, agricultural insurance, agricultural risk
management, crop insurance, subsidized insurance, insurance premium, compensation of insurance
payments, insured crop acreage.
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CTpaxyBaHHA CiJIbCBKOTOCIOAapPChbKOi NPOAYKIii 3 AepKaBHOI0 iATPUMKOIO
B YKpaiHi: cTaH, 1p0o6/ieMH Ta NepCneKTUBU PO3BUTKY
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Anomauia. Mema Jdocnidxcenns. MeTOW HOCTIIKEHHS € OOGIPYHTYBaHHS 3aKOHOMipHOCTEN
PO3BUTKY CTpaxyBaHHS CiJIbCbKOTOCIOAAPChKOI MPOMAYKILii 3 JIepsKaBHOIO MiATPMMKOIO B YKpaiHi, a
TaKOX pO3poOKa MPaKTUUHMX PEKOMEHIAllilii IIOoJO peaslisallii CTpaxoBMX MexXaHi3MiB (iHaHCOBOI
MiJATPUMKM CUIbCBKOTO TocriofgapcTsa. Memodonozis. TeopeTuko-MeTOANYHOI0 OCHOBOIO TOC/TiIsKEHHS
€ OiaJIeKTUYHMIA METOJ Ti3HAaHHS E€KOHOMIYHMX ITpOIeciB, GyHIaMEHTaJIbHi ITOJOXKEHHS Cy4acHOI
€KOHOMIYHOI1 Teopii, Teopii ¢iHAHCIB i CTpaxyBaHHS, HAYKOBIi Ipalli BITUM3HIHUX 1 3apyOiKHUX YUEHUX
IIOAO [MOCTIPKEHHS CYTHOCTI Ta 3MICTy €eKOHOMIYHMX BIJHOCMH MK YYaCHMKAMM PUHKY
arpocTpaxyBaHHS, 30KpeMa, PUHKY CTpaxXyBaHHSI CiJIbCbKOTOCIOAAPChKOI MPOAYKIIil 3 Aep>kKaBHOIO
MiaTpuMKOIO. [Jif JOCATHEHHS IIOCTaBJIeHOI MeTM BMKOPMCTAHO CUCTeMHMII IiAXil, MeToau
y3araJibHeHHsI, IHOYKIlii, AeAyKIlil, aHami3y, CUHTe3y Ta IMOpiBHSHHI. Pe3zyismamu. BusHaueHO
HEOOXiAHICTb Ta 3HAUeHHS BMKOPUCTAHHS CTPAaxOBMX MeXaHi3MiB [Ji1 MiHiMi3allil pU3MKiB
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CiJIbCBKOT'OCIIOIAPChKMX TOBAPOBUPOOHMKIB. OIIHEHO CTaH €KOHOMIUHMX BiTHOCMH ILIOAO 3aXUCTY
MalfHOBMX IHTEepeciB arpoBMpPOOHMKIB B IIIJIOMy Ta BM3HAUE€HO TEH[IEHIIii PO3BUTKY CYOCHMIOBAHOTO
CTpaxyBaHHS CLIbChKOTOCIIOAAPChKUX KYJBTYP Ha CTPAXxOBOMY PMHKY YKpaiHM. 3OilICHEHO aHaJi3
MMOKA3HMKIB PO3BUTKY arpoCcTpaxyBaHHSI Ta OOCSTiB CyOCHMIii 3 [OepsKOIomKeTy, BUIUIEHUX [IJIS
3[IeIIIeBJIEHHST BAPTOCTiI CTPAXOBMX IpeMiii (BHECKiB) (aKTMUHO CIUIaYeHMX Cy6’ €KTaMyu arpapHoro
puHKy. BcraHosneHo, 1o samnpoBamkeHHs y 2005-2008 pp. mepskaBHOI MATPUMKM CTPaxyBaHHS
CiJIbCHKOT'OCIIOIAaPChKOI MPOAYKIlii Majio MO3UTUBHMUI BILJIMB Ha IMOKa3HMKM (QYHKIIIOHYBAHHSI PUHKY
CiJTbCHKOT'OCIIOIAPCHKOTO CTPaXyBaHHSI, CITPUSIJIO TIOMYJIIPU3allii IIbOT'0 BUAY CTpaXyBaHHS B YKpaiHi Ta
Bifirpasio MosUTUBHY POJIb Y 3aXMCTI iHTEpeCiB arpapiiB. BusB/IeHO UMHHMKY, SIKi CTPMMYIOTh PO3BUTOK
BITUM3HSIHOTO CTPaxyBaHHS CiJIbCHKOTOCIOAPCHKOI MPOAYKIIil 3 IePsKaBHOIO MiATpUMKOI0. [loBeneHo,
IO Ha CbOTOJHI piBe€Hb MPOHMKHEHHSI I[bOTO BUAY CTPAaXOBOT'O 3aXUCTy 3aJIMIIAETbCS HU3bKUM 1
HEIOCTAaTHIM [IJIS TapaHTyBaHHSI Oe3leKky MiANMPUEMHUIIBKOI [isUIBHOCTI B arpapHOMy CEKTOpi
€KOHOMIKM, a Cy4yacHa MOJeJib Aep>KaBHOI JTOMOMOIM CiIbCbKOTOCIONAapChbKMM TOBAapOBMPOOHMKAM,
nepen6aveHa 3akoHOM Ykpainu «IIpo ocob6amMBOCTI cTpaxyBaHHS CiJTbCbKOTOCIIOaPChKOI MPOIYKIIil 3
IepsKaBHOI HMiATPUMKOIO», € Hee(peKTMBHOIO Ta MoTpedye pedopmyBaHHsI. OOIPyHTOBAHO HEOOXiTHICTD
YIOOCKOHAJIEHHST NepyKaBHOTO PEryJIIOBAaHHS, B TOMY YMCIL M IOJO MeXaHi3MiB BUMKOHAHHSI UMHHMX
HOPMAaTMBHO-IIPABOBMX aKTiB, Ta CHMCTEMHOI (DiHAHCOBOI MiATPUMKM 3 OOKY JepskaBu. BusHaueHO, 1110
PMHKOBA MOJIeJIb PO3BUTKY CUCTEMM CTPAXyBaHHS CiJIbCbKOTOCIOIAPChKOI MPOAYKINI B YKpaiHi Mae
6a3yBaTuCs Ha 3acafax Aep>KaBHO-TIPMBATHOTO MapTHepcTBa. IlpakmuuHe 3HaueHHs BUSIBJISIETBCS B
MOSK/IMBOCTI BUKOPMCTAHHS TEOPETUMUYHMX BUCHOBKIB 1 MPAKTUUYHMUX PEKOMEHIalili IJi MOJaIbIIOro
PO3BUTKY arpapHOro CTpaxyBaHHS B IIIJIOMY Ta CTpaxyBaHHS CLIbCbKOT'OCIOAAPChKOI MPOAYKIII 3
JIep>KaBHOIO IiATPUMKOIO, 30KpeMa. [lepchekmusu nodanvuiux 00CnioxceHsb MOMSITaloTh Y BU3HAYEHHI
Ta HAayKOBOMY OOIPYHTYBaHHI ILIIXiB (OpPMYBaHHS HAAiMHOTO MEXaHi3My CTPaxOBOIO 3aXMUCTY
MalfHOBMX iHTepeciB BMPOOHMKIB CiJIbCbKOTOCIIOZAPCHKOI MPOMAYKIIii, po3podIli Ta 3aKOHOAABUOMY
odopmieHHi pekomeHpaliin mOA0 ¢opM epeKTUMBHOI B3a€EMOil T'OJIOBHMX YUYACHMKIB arpapHOro
CTpaxyBaHHS — CUIbCbKOTOCITOAAPChKUX TOBAPOBMPOOHMKIB, CTPAXOBUX KOMITaHil Ta ypsOy.

Kntouosi cnoea: cinbcbKe  TOCIOMApCTBO, CLIbCHKOTOCIOMAPCHKI  TOBapOBMPOOGHMUKM,
CiJTbCHKOT'OCIIOaPChKe CTPAaxXyBaHHs, arpOCTPaxyBaHH, MEXaHi3M YIIPaBJIiHHS PU3UKAMU B CIJIbCBKOMY
rOCIOIAPCTBi, CTPaXyBaHHS CiJIbCHKOTOCIIOIAPChKOI MTPOAYKIIii, CyOCHIOBaHe CTpaxXyBaHHS, CTpaxoBa
MpeMist, KOMIIEHCAIlisl BAPTOCTi CTPAaXOBUX IIJIATEXKIB, IUIOIIA 3aCTPAaXOBaHMX ITOCIBIB.

Kinvkicme dacepen: 16; kinvkicme mabauuw: 1; kinvkicmo pucyHkis: 2; kinvkicmo ¢popmyn: 0.

1. Introduction.

Crisis phenomena in the economy and
political instability negatively affect the results
of the functioning of the Ukrainian agrarian
sector. Along with the permanent disposal of
fixed assets, reduction of cultivation of agri-
cultural crops, the agricultural producers faced
the problem of providing own production with
the required amount of financial resources. At
the same time, the results of the management
of agricultural enterprises are largely deter-
mined by seasonality of production, depend-
ence on weather and climatic conditions and
the action of a number of other factors, the
impact of which in many cases can not be

controlled. As a result, with each passing year,
the danger of direct material losses or failure
to achieve the desired result (income, profit)
increases for agricultural producers.

The high level of agricultural production
risks in Ukraine necessitates the search for ef-
fective management tools for them. Insurance
is widely used to ensure the stability of agri-
cultural development in economically devel-
oped countries.

2. Literature review.

Problems of the use of insurance mecha-
nisms for the protection of property interests of
agricultural producers are highlighted in the
writings of such scholars as Yu. Aleskerova
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(2014), M. Bondarchuk and I. Kondrat (2014),
N. Dobizha  (2013), V. Shebanin and
Yu. Kormyshkin (2018), O. Lobova (2010),
Yu. Melnychuk and M. Slatvinskyi (2018),
X. Marych (2017), T. Petruk (2017) and oth-
ers. However, to date, the development of ag-
ricultural risk insurance to ensure the sustaina-
ble development of this sector remains unre-
solved and requires further research.

3. Methods.

The theoretical and methodological basis
of the research is the dialectical method of
knowledge of economic processes, the funda-
mental provisions of modern economic theory,
the theory of finance and insurance, the scien-
tific works of domestic and foreign scientists
on the study of the essence and content of eco-
nomic relations between market participants of
agro-insurance, in particular, the market of in-
surance of agricultural products with the state
support. To achieve the goal, a systematic ap-
proach, methods of generalization, induction,
deduction, analysis, synthesis and comparison
are used.

4. Research objectives.

The purpose of the study is to substanti-
ate the laws of development of insurance of ag-
ricultural products with state support in
Ukraine, as well as to develop practical sug-
gestions on the prospects of implementation of
insurance mechanisms for financial support of
agriculture.

5. Results and discussions.

Agriculture is an important sphere of
economic activity, the task of which is the pro-
duction of agricultural products, providing the
population with food and raw materials for a
number of industries. The associate member-
ship of Ukraine in the European Union and the
substantial financial support of the agrarian
sector of the EU member states within the
framework of the common agricultural policy
lead to the search for effective mechanisms for
supporting Ukrainian agricultural producers to
ensure their competitiveness on the European
and world markets. An important component
of the economic mechanism of functioning of
agriculture which is of exceptional importance

for its sustainable development, is the system
of insurance relations.

When stability and welfare of the country
reaches a certain level, both workers and em-
ployers begin to think about their future, pro-
vide their old age, finance the risks that exist
in every person’s life. The basis for the imple-
mentation of insurance activities is the legal
framework and its organization elements. An
important scientific approach to the analysis of
insurance activity is the analysis of the devel-
opment of legislation on insurance in Ukraine.
Without studying organizational and legal pro-
vision it is impossible to give a general objec-
tive of characterizing the insurance (Melny-
chuk and Slatvinskyi, 2018, pp. 55-64).

The growing interest in agricultural in-
surance risks in Ukraine since 2001 is a logical
consequence of an increase in agricultural out-
put. Agricultural enterprises began to increase
investment in production, the sector became
interesting for Ukrainian and international
business. However, to date, the state of rela-
tions for the protection of property interests of
producers, characterized by slowness and
complexity of development and needs the state
support.

Certain positive changes in the field of
agri-insurance took place only after the 2004
Law of Ukraine No. 1877-1V (The Verkhovna
Rada of Ukraine, 2004), which provided the
compensation from the state budget of some
insurance premiums paid by agricultural pro-
ducers under insurance contracts. In particular,
during 2005-2008 in the state budget, each
year, funds were put up to reduce the cost of
insurance premiums (contributions) actually
paid by the subjects of the agrarian market -
the state compensated farmers who insured
their crops, 50% of the insurance premium and
50% of the franchise in payment. However, in
the future, the situation in the field of agri-in-
surance remained complicated and did not
meet the declared aspirations. It was planned
to allocate 54 million UAH from the state
budget for the needs of subsidized insurance of
agricultural crops, instead, as a result of
amendments to the budget painting, these
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expenses were reduced by 48.1 million UAH
(Accounting Chamber of Ukraine, 2006). Only
934 subjects of the agrarian market benefited
from financial support for the reduction of the
cost of insurance premiums, which covered
390.6 thousand hectares, which is 6.4% of the

area planted with winter crops for the 2006
harvest (Liga: Zakon, 2006) The volume of ac-
tually paid insurance premiums by the subjects
of the agrarian market amounted to UAH 12.8
million, of which UAH 5.84 million (Table 1)
was reimbursed from the state budget.

Table 1. The indicators of crop insurance in Ukraine in 2005-2017

o = = %)

E |2 |2 |8 | E |l |g. % |2 |8

g2 |5 | E |E = E | EX| % |8 |E

S g 8 g = > S e 5 2 & g &
Years | O = % g § s § 5’: 2> | 2% | s g a g

° SE | 85 | ¢85 . | 28] Sg | < = | 85

2 |t2|EE|BE| g | SE|®2 |2, | EE| EE

E2| 22| 55| 25| % | 5E | 58 a%| 2a| 2@

== Z g 2 < &< = = & > Y Z I a2wn awn

z5 | £E83| £E5 | 05| & |@4&| <& | D& | ED | &ED
2005 | 910 | 390 | 337.3 | 128 | 58 | 262 | 38 | 505 | 668 | 2.5
2006 | 1330 | 670 | 616.7 | 285 | 125 | 9.2 n/d | 505 | 1221 | 56
2007 | 4397 | 2360 |2593.2| 116.7 | 478 | 214 | 45 | 505 | 513.5 | 23.1
2008 | 1637 | 1171 | 31534 1554 | 728 | 3.8 49 | 522 | 604.1 | 29.8
2009 | 1980 | 510 | 1300.0 | 42.0 0 3.5 | 32 | 800 | 1625 | 5.3
2010 | 1217 | 553 | 24550 72.1 0 509 | 3.8 | 791 | 3104 | 9.1
2011 | 2710 | 786 |3640.0 | 1363 | 0 280 | 37 | 798 | 456.1 | 17.1
2012 | 1936 | 727 | 3463.0| 1304 | 0.09 | 41.0 | 38 | 7.99 | 4334 | 163
2013 | 1722 | 869 | 43950 | 1354 | 0 9.7 31 | 7.99 | 550.1 | 16.9
2014 | 1392 | 732 | 30550 | 72.8 0 7.6 24 | 1295 | 2359 | 5.6
2015 | 1062 | 689 |3969.0 | 77.7 0 129 | 20 | 2291 | 1733 | 34
2016 | 793 | 700 |6240.0| 157.0 | 0 442 | 25 | 2602 | 239.8 | 6.0
2017 | 957 | 661 |5933.0| 2043 | O 4.9 34 | 2654 | 2235 | 7.7

* US Dollar / Ukraine Hryvnia official exchange rate at the end of each year.
Source: Developed by (Agrarian Union of Ukraine, 2018).

According to studies, 2006 was marked
by an increase in interest in agrarian insurance
both among insurers and policyholders. Evi-
dence for this is the increase in the number of
insurance companies that participated in the
subsidized program of crop insurance by
32.1%, the number of insurance contracts by
46.2%, the volume of insured areas by 71.8%.
In general, 12.52 millions UAH were used in
2006 for state support for the implementation
of insurance programs and guaranteeing the in-
come of agricultural producers.

The volume of state support in 2007 has

increased to 47.82 million UAH (from the state
budget of Ukraine 50 million UAH). At the
same time the insurers having concluded 4397
agreements on the insurance of crop crops, re-
ceived 117.12 million UAH premiums, which
exceeds the equivalent of the previous year by
more than 4 times. The total surface area of in-
sured persons under the subsidized insurance
program has increased to 9.1%.

In 2008, according to the budget inscrip-
tions for partial compensation of the cost of in-
surance payments actually paid by agricultural
producers, it was intended to allocate about
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200 million UAH, but due to lack of state
funds was allocated 72.8 million UAH. Corre-
spondingly, the indicators of the development
of the market of agri-insurance also decreased.
Thus, for this year more than half of the vol-
ume of the insured sown area has decreased,
almost 63% - the number of insurance con-
tracts. The growth of the volume of insurance
premiums (in 1.3 times) was due to an increase
from 4.5% to 4.9% of the average tariff rate
and the value of the sum insured (1.2 times).

The assessment of the development of
the agricultural insurance market in Ukraine in
2005-2008 showed significant differences in
the rates of premiums and sums of premiums
per unit of the insured area under the agree-
ments. For example, in 2006 the amount of the
premium for 1 h of wheat insurance in the Do-
netsk region. amounted to 18.5 UAH, and in
Poltava region - 169.9 UAH. The sum of the
insurance premium for 1 hectare less than 30
UAH was recorded in 11 regions. Such fluctu-
ations, in terms of experts, can not be ex-
plained by risk maps or relevant loss data for
previous periods of management. Obviously,
at the tariff rates of 0.1-0.5%, insurance com-
panies insured crops formally, most likely,
when insuring mortgaged property or for other
reasons.

In addition, a significant problem en-
countered by market participants under the
program of subsidized insurance of crops, was
ill-conceived administration. The subsidies
were distributed through the district agricul-
ture departments which led to the need for ad-
ditional incentives for officials to receive the
appropriate subsidy. No less difficult was the
fact that compensation for the cost of insurance
premiums was paid to policyholders after the
conclusion of insurance contracts. That is, the
insured should have withdrawn from the circu-
lation the entire amount of the insurance pre-
mium and received compensation only in a few
months. This practice has prevented many ag-
ricultural producers from insuring agricultural
products, because insurance proved to be too
expensive for them.

At the same time it is indisputable that
the introduction of state support for agricul-
tural insurance in 2005-2008, despite all its
opacity, inefficiency and expenditure for agri-
cultural producers, generally contributed to the
popularization of this type of insurance in
Ukraine and played a positive role in protect-
ing the interests of farmers. During all subse-
quent years, the agribusiness development in-
dicators did not exceed the values of this pe-
riod (Fig. 1).
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P I p 7 mom B om B OB ® ] [ 900%
R I B J B B A H OB OB OH A | s00%
20000 - Z 700
L 6,00%

1s000 4 H BH/ BEl[asw] H O H OB OB B O H E = L 5,00%

b e

4 = [ 3079%/" , - 4,00%

10000 - 2,58% | 5\ - | 289% [ 270062702 2 60%] 2,56%] 2.59%[ 2.40% | 3 oo
& B [ | 1899 205% ] o e — At o

|150%,L/'; el I < T e [ [ [ o 1 ‘/ i o
s * 2,00%

5000 1 oA % -

I[Z ﬁ - 1,00%
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Fig. 1. The dynamics of insured crop acreage in Ukraine in 2005-2017
Source: developed by (Agrarian Union of Ukraine, 2018).
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The unstable economic situation in the
country and the lack of budget funds to com-
pensate insurers for the cost of insurance pay-
ments, which was marked in 2009, have nega-
tively affected the indicators of the functioning
of the agricultural insurance market. The abo-
lition of subsidies led to a sharp decrease in the
volume of insurance revenues: 3.7 times

29,8

compared to 2008, and the area of insured
crops decreased by more than 4.6 times during
2008-2009: from 2360 thousand hectares in
2007 to 510 thousand hectares in 2009. Since
2010 this market has stabilized again and be-
gan to grow slowly until 2014, as evidenced by
the dynamics of insurance premiums in dollar
terms, presented in Fig. 2.

7,7
5,6 6

2005 2006 2007 2008 2009 2010

2011

2012 2013 2014 2015 2016 2017

Fig. 2. The dynamics of crop insurance premiums in Ukraine in 2005-2017, million USD
Source: developed by (Agrarian Union of Ukraine, 2018).

In order to ensure the development and
efficiency of the agricultural risk insurance
system in 2012, the Law of Ukraine “On the
Features of Insurance of Agricultural Products
with State Support” was adopted (The
Verkhovna Rada of Ukraine, 2012): a separate
license was introduced for the insurance activ-
ity in the form of voluntary insurance of agri-
cultural products, a number of insurance prod-
ucts have been developed that can be used as
standard products to improve the market. In
accordance with this legislative act, the sub-
jects of relations of insurance of agricultural
products with state support are defined: insur-
ers who have received a corresponding license
and meet the requirements of this law, as well
as members of the Agricultural Insurance
Pool, and insurers - agricultural commodity
producers who operate in the territory of
Ukraine and meet the criteria specified by the
Cabinet of Ministers of Ukraine. A prerequi-
site for the provision of certain types of state
support and subsidies to agricultural producers

is the conclusion of an insurance contract for
agricultural products.

In 2012, the state subsidized insurance
premiums renewed but only under the con-
tracts of winter crop sowing insurance; the
government has decided to subsidize only
standard cover insurance contracts. The state
budget for 2012 provided 70 million UAH for
these needs of producers. However, the condi-
tions under which these funds were allocated
did not facilitate their use. In order to compen-
sate producers to September 15, 2012, they had
to apply for insurance, but they could not meet
this deadline and, as a result, lost their right of
compensation. According to the results of the
year, agricultural enterprises insured 727 thou-
sand hectares of crops, paying 130.4 million
UAH of insurance premiums, and received
only 86 thousand UAH subsidies to compen-
sate them. However, as before, insurance of
agricultural crops was mostly carried out by
farms that used commercial banks’ lending
services. So, according to the research, in
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2012, with 5.1% of agricultural producers who
insured crops, 4.8% were represented by those
who did it for a loan; technical crops and veg-
etables insured solely for this purpose
(Dobizha, 2013).

Since 2013 till now the state budget did
not provide the allocation of funds to provide
state support to agricultural producers in the
form of compensation of insurance payments.
During this period, with the general economic
downturn, the agro-insurance market has
shown a tendency of slowing down: the
number of contracts concluded, the size of the
insured area, the collected insurance premi-
ums, and the average premium rate.

In the opinion of scientists, the main fac-
tors hindering the development of domestic
agricultural insurance with state support are:
the lack of systematic approaches to agricul-
tural insurance with state support and the im-
perfection of the existing procedure for grant-
ing subsidies, in particular, the statutory period
of their provision; non-compliance with the
guarantees of full compensation of the estab-
lished amount of subsidies; providing state
support only in case of insurance of certain
types of agricultural crops in accordance with
the standard conditions for all regions.

Today, the level of insurance of agricul-
tural crops in Ukraine is poorly developed and
is only 2-3% of the total area planted. Instead,
in countries where agro-insurance is integrated
into the state risk management policy in
agriculture (USA, Canada, Spain, Turkey, In-
dia), this indicator reaches 80-90%. In
Ukraine, this type of insurance is predomi-
nantly implemented as a mandatory element in
certain government financial assistance pro-
grams for agricultural producers (for example,
Agrarian Fund and State Food and Grain Cor-
poration of Ukraine), according to which farm-
ers can not obtain the necessary funding with-
out insurance of their products. The use in
Ukraine of classical insurance of crop protec-
tion as a way of minimizing agricultural risks
is too weak and mostly formal. For the time
being, agricultural commodity producers gen-
erally consider insurance not as a way of

minimizing risks and preventing possible
bankruptcy, but as additional unproductive
costs that increase the cost of production.

The underdevelopment of the agro-insur-
ance system leads to the fact that agricultural
producers are forced to give up their profound
specialization as an effective management
mechanism and to diversify production risks
by conducting several types of activities. At
the same time, in order to ensure an adequate
level of food security in a country, the state is
forced to resort regularly to financial aid
measures to the victims of agricultural produc-
tion.

It is obvious that the current state of de-
velopment of insurance of agricultural prod-
ucts does not correspond to its main task of
managing risks in the agrarian sector in order
to ensure the stability of agricultural produc-
tion, sustainable and efficient development of
the agricultural sector of the economy. This
necessitates the introduction and development
of a system that will provide a sufficient level
of functional interaction between all major
players in the agricultural insurance market -
agricultural producers, insurers and the state
(Ukrainian Insurance Federation, 2018).

The state should play a special role in
shaping the agricultural insurance market. The
need for effective state regulation of the mar-
ket, according to researchers, is related to the
high degree of responsibility of each individ-
ual insurer for the socio-economic conse-
quences of their activities (Gamankova, 2010,
p. 13). The government has a significant role
to play in consolidating the efforts of agricul-
tural insurance stakeholders and balancing
their interests. According to scientists, the
Concept for the development of agri-insurance
should be developed, which should give a
boost and determine the strategic direction of
the government’s actions in this role (Shebanin
and Kormyshkin, 2018, p. 9).

The modern model of state aid to agricul-
tural producers is provided by the Law of
Ukraine “On the Features of Insurance of Ag-
ricultural Products with State Support” (The
Verkhovna Rada of Ukraine, 2012) was
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ineffective and needs to be reformed.

At the same time, as national and interna-
tional experience shows that the state support
for agricultural insurance has a stimulating ef-
fect on the development of the agricultural and
insurance sectors, and also stimulates the
growth of the economy as a whole. Without
public support, such an acknowledged effec-
tive mechanism for risk management in agri-
culture as agri-insurance is still in place at the
initial level of development in Ukraine.

We share the opinion of experts who ar-
gue that the construction of an effective model
of state support for agricultural insurance ne-
cessitates: expansion of the concept of state
support; changes in the procedure for provid-
ing financial assistance; the creation of a regu-
latory framework that would provide all insur-
ers and insurers with equal access and equal
opportunities in the agricultural insurance
market. In particular, the draft law “On State
Support for Agricultural Insurance” (The
Verkhovna Rada of Ukraine, 2017), which is
under consideration by the Verkhovna Rada of
Ukraine, proposes to create the National Agri-
cultural Insurance Agency as a specialized
agency for managing agricultural risks. The ef-
fectiveness of the functioning of such an insti-
tution is confirmed by the experience of Euro-
pean countries, in particular Spain, Canada and
the United States.

Insurance of agricultural production risks
in the world is an important element of the sys-
tem of financial and credit provision of agri-
cultural producers. The system of agri-insur-
ance is the regulator of the processes of socio-
economic development in the agrarian sector,
its task is not only in protecting property at the
time of the occurrence of an insured event and
the reimbursement of direct damage, but also
in eliminating the indirect losses that arose as
a result of destruction or damage to property
that is property or the subject of property rights
of the insured. Thus, the purpose of insurance,
as an effective regulator of the agricultural

insurance system, is not only the protection of
property, but also the provision of conditions
for the harmonious development of the indus-
try.

6. Conclusions.

Thus, the assessment of the development
of agri-insurance in Ukraine suggests its sig-
nificant dependence on the economic situation
and the level of state support. In 2005-2008,
insurance of agricultural crops was carried out
with financial assistance from the state, which,
despite of all its opacity, inefficiency and ex-
pense for agricultural producers, promoted the
popularization of this type of insurance and
played a positive role in protecting the interests
of farmers. During 2009-2017 (with the ex-
ception of 2012), on the background of the
general economic downturn, state budget
funds were not allocated to support agricul-
tural producers in the form of compensation
for insurance payments. This led to a deterio-
ration of the quantitative and qualitative indi-
cators of the development of insurance of ag-
ricultural products.

In general, the use of classical insurance
in Ukraine as a way of minimizing agricultural
risks is too weak and mostly formal, and the
agri-insurance market needs to improve state
regulation, including the mechanisms for en-
forcing current legal acts, and systemic finan-
cial support from the state. Taking into account
the complexity of the current financial situa-
tion of agricultural producers and the condi-
tions for the formation of a market economy,
the decisions of the government and the legis-
lature in the field of agricultural insurance
should be aimed at restoration of subsidization
of a part of insurance premiums and other
types of support, development of the Concept
of development of agri-insurance, and also
strengthening of the institutional component of
this sphere of relations. A market model for the
development of the agricultural insurance sys-
tem in Ukraine should be based on the princi-
ples of public-private partnership.
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