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Abstract— Improving the competitiveness of the country and
regions' agriculture is a solution to the problems of its further
development. It should be noted that a sustainable and stable
development of agriculture can be achieved only through the
government support measures implementation. Insurance
premiums State subsidization is the financial instrument, which
does not contradict the World Trade Organization requirements.
At present, the State-supported agricultural insurance conditions
do not provide adequate interest among agricultural producers.
The article is devoted to consideration of major aspects of
agricultural  insurance in  the context of global
transformations. We determined the reducing demand for State-
supported agricultural insurance and made an attempt to

In Russia, the Doctrine of Food Security of the Russian
Federation was adopted. Some points of the doctrine focus on
improving the efficiency of the state financial control and
support of agricultural commodity producers, creating
conditions to maintain their financial stability and capacity to
pay [1].

Russia’s joining the World Trade Organization (hereinafter
— the WTO) makes it relevant to address matters regarding
public financial support of agricultural commodity producers
in the aspect of basic agreements, principles, norms, and rules
of the international organization. State-supported agricultural
insurance (hereinafter - the agricultural insurance) is one of

Systematize the causes behind this phenomenon. The Study of the |mperat|ves Of flnanC|a| pollcy |n the development of

indicators of agricultural insurance in the Volgograd region was
carried out using time series analysis. Special attention is given to
a new instrument in agricultural insurance such as a "unified"
subsidy. The result of destabilizing conditions in the organization
of the system of agricultural insurance in the context of granting
subsidies was a radical deterioration in the market. The
unadapted subsidy system has resulted in substantial agricultural
insurance volumes fall. The main problems in the allocation of
subsidies from the federal budget to the regions are
identified. We have considered a plausible course of agricultural
insurance development.

Keywords — unified subsidy, food security, agricultural
insurance, agricultural commodity producer, indemnity insurance,
insurance contributions, government subsidization, financial
instrument

I.  INTRODUCTION

agriculture, which does not contradict the WTO

requirements. These measures are not related to the
agricultural products prices formation; and they are included
in the "green box". Therefore, the agricultural insurance
development is rational, urgency and need-driven by the
"unified subsidy" introduction.

Such authors as V.l. Nazarenko [2], A.G. Paptsov [3],
N.l. Shagaida, V.Ya. Uzun [4], I.G. Ushachev [5], and others
were engaged in studying the global facets of food safety. The
various aspects of agricultural insurance problems are
reflected in the works of Russian researchers, for instance,
T.P. Lomakina [6], Y.N. Parahin [7], and others. O.K. Kotar
has considered the peculiarities of State-supported agricultural
insurance in Russia in the context of globalization [8]. It must
be noted that in the Russian economic science there are no
publications devoted to studying regional agricultural
insurance in connection with the introduction of "unified

At the last Food and Agriculture Organization of the subsidy".

United Nations (FAO) Summit in 2002, the global nature of

the food problem has been recognized.

The purpose of the study is to propose recommendations
for the development of agricultural insurance to expand its

The special role of agriculture in the regions’ food securityscale, improve accessibility and ensure the competitiveness of
and their competitiveness increase require a financial securigpuntries and regions.

corresponding to global challenges.

Copyright © 2018, the Authors.

Published by Atlantis Press. 573

This is an open access article under the CC BY-NC license (http://creativecommons.org/licenses/by-nc/4.0/).



ATLANTIS
p PRESS Advances in Economics, Business and Management Research (AEBMR), volume 39

Achieving the goal determined the following objectives: 1)  Thus, the uncertainty of agricultural producers in obtaining
review the current state and problems of agricultural insurandasurance compensation on the harvest loss (lower payments
in the Russian Federation and the Volgograd region; 20f insurance compensation in the previous years) becomes a
suggest plausible agricultural insurance development course demotivating factor in the need for agricultural risks

the context of globalization. insurance. Also, there are long-term court cases and cases of
insured accidents simulation by agricultural producers. The
Il. MATERIALS AND METHODS(MODEL) latter is due to a dissatisfaction of agricultural commodity

. producers with the loss harvest criterion for recognition of an
The study’s regulatory framework is based on thejnsyred event (more than 30%) [9].

normative documents and legal regulation of the agricultural
insurance system. Because of their adverse financial situation, the majority of
) » ) ) agricultural commodity producers cannot use the services of
Information and empirical basis of the research consists Ghsyrance companies. This is due to the need for the insurance
official statistical materials of the Ministry of Agriculture of premiums to be paid, which requires funds that agricultural

the Russian Federation, the Union of " United Insurers ofommodity producers have to draw during a sowing season.
Agro-Industrial Complex - the National Union of Agro-

Insurers”, the Federal Agency of State support for the agro- Within the analyzed period (from 2012 to 2016) there has
industrial complex; analytical reviews published in thebeen a reduction in the number of subjects participating in
periodical press and the Internet. agricultural insurance (from 60 to 42). Heterogeneity can be

observed in the reduction of the number of insurance

The article is based on the study and synthesis Qfompanies participating in insurance (see Fig. 2).
theoretical and empirical agricultural insurance data. There

were such methods used: systematic and comparative on
analysis of time series, as well as table and graphical metho
of data processing and its presentation.

Ill. RESULTS ANDDISCUSSION

Agricultural insurance is carried out according to the
Federal LawNe 260-FZ "On State Support of Agricultural

Insurance and on Introduction of Amendments to the Feder 0 10 20 30 40 50 60 70
Law "On Development of Agricultural Sector”, which = Number of engaged in State-supported crop insurance
establ IShES genel’a| Cond |t|0ns and rules for governme B Number of subjects of Russian Federation participated in insurance

agricultural insurance subsidies granting [9].

Aaricultural i . tlv ch terized b II?ig. 2. Number of Subjects of Russian Federation, which had State-
gricultural insurance Is currently characterized Dy a Small, o rance Contracts on Crop and Perennial Plants and Number of Insurance

percentage of insured areas of agricultural crops and perenngmpanies, which Concluded Insurance Contracts between 2012 and 2016,
plantlngs. units (conducted by the authors according to [10])

Figure 1 shows the ratio of the gross sown area of
agricultural crops and sown area of agricultural crops undgpg
State-supported insurance cover. Since 2012, there has beej
decrease in the insured agricultural land nearly 3,5 times (fro
12,9 million hectares to 3,8 million hectares).

Particularly, in 2016 the reasons for a 52% reduction of
urance companies were the changes in the Russian
dislation in the aspect of their activities regulation. The
ondition of membership in the National Union of Agro-
Insurers (hereinafter - NUA) is mandatory for insurance
0 companies entering State-supported agro-insurance contracts
[11]. NUA is open to new members, but the conditions written

4, 59 76.2
70 in the Rules of the Union, for many are impossible or
" undesirable.
. Recovery of the agricultural insurance market with the
20 12; I 1o . Central Bank's actions has also caused an insurance companies
10 = i licenses revocation. Thus, between 2015-2016 it resulted in a
0

2012 2013 2014 2015 2016 termination of activities of 28 insurance companies, in which
57,2% of all insured areas were insured in 2015 [12].

® Gross sown area, million hectares ®Sown area under insurance cover, million hectares

The decline in the number of insurance companies in the
Fig. 1. The ratio of gross sown area of agricultural crops and sown area dRussian regions tends to reduce competition in the market,
agricultural crops under State-supported insurance cover, million hectareﬁ;ence, it leads to deterioration of the quality and service
(conducted by the authors according to [10]) conditions in this area. High insurance rates, failing to take
r{'nto account region’s peculiarities, reduction of insurance
indemnity payments also hinder the agricultural insurance
development.

In our opinion, the main reason for this fact is a decline i
demand for agricultural insurance.
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Analyzing time-series, we carried out an assessment of Statistical data analysis presented in Table 1 showed the

agricultural insurance in the Volgograd region on the basis dbllowing: growth rates of almost all indicators are less than

available statistical data (from 2013 to 2016). Time-serie300%. It indicates the negative dynamics of agricultural
analysis includes the following parameters: growth ratejnsurance development.

percent change, amount of change, absolute value of 1% There is positive dynamics of the gross sown area (6,9%
growth, rate of increase. increase or 109,8 thousand hectares in relation to 2013), the

Advances in Economics, Business and Management Research (AEBMR), volume 39

Growth rate (in % to base year)

T, =100% (1,
X

where

indicators of a sown area under insurance cover significantly

decreased (by 86,9% or 494,9 thousand hectares in relation to
2013). The rate of increase of the last indicator shows that

there is a decreasing trend in the series, what, in our opinion,
once again proves a decline in the agricultural insurance

demand (see Table. 1, see Fig. 3).

10 3.4 2:6 T1

0 2

% current (comparable) year amount;

X
0 — base year amount. E

Growth rate (in % to previous year)

T, = 1100% (@),

)(i 1 === Giross sown arca (excluding land of private agricultural household), thousand hectares

“={I=Sown area under insurance cover, thousand hectares

where

Fig. 3. Rates of increase of sown area and sown area under insurance cover
indicators, % (conducted by the authors based on the research)

% _ current (comparable) year amount;
It is difficult to predict further development of the
agicultural insurance market due to the global challenges.
First of all, there is no systematic data on insurance of
agricultural crops and perennial plantings in 2017. Secondly,
since 2017 the novel course of state support for agriculture
was to contribute to the achievement of the regional
agriculture development programs targets (“unified subsidy")
[12]. Government spending on agricultural insurance became
a part of the "unified subsidy". Its funds are allocated from the

Axb — amount of change (current year amount minus basfgderz_all budget to the region.s;. then a region is empowered to
self-distribution of such subsidies.
year amount).

X4 :
— amount prior to current year.

Percent change (in % to base year)

T, =2%10006=%"%100% (3)
X, X,

where

The "unified subsidy" introduction has aggravated the

Percent change (in % to previous year) already difficult situation of agricultural insurance. Lack of

Ax _ transparency and confidence among agricultural commodity
T :—p[lOO%ZM[lOO% (4), producers in obtaining subsidies caused the decline in
X, X, contracts, as their absence does not change the duty of the

insurer to pay the insurance premium in full. The
where unavailability of the regulatory framework, unresolved order
of budget allocations determine the risk of delays in obtaining
Subsidies for agricultural insurance. With the transition to a
"unified subsidy", in copious regions there were no means to
compensate agricultural commodity producers’ expenses for
paying premiums under the harvest insurance contract.

AXp — amount of change (current year amount minu
previous year amount).

Absolute value of 1% growth
AXp 00 According to the NUA, in 2017 there was a decrease of
=0,01%, (5)- indicators of sown areas insurance coverage even in those
pcp,% regions that in 2016 showed a high demand for agricultural
Rate of increase(amount of change to previous year insurance; 17 agricultural regions have declared a state of
divided by base year amount) emergency [11].

A% =

T,=—*% (6).
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TABLE 1. TIME-SERIESANALYSIS OF STATE-SUPPORTEAGRICULTURAL CROPSAND PERENNIALPLANTINGS INSURANCE
BETWEEN2012-2016N VOLGOGRADREGION
2013 [ 2014 | 2015 | 2016 | 2013 | 2014 | 2015 | 2016
Number of entities concluded insurance agreements to be subsidizéddicator name® Number of concluded and accepted to be subsidized insurance
agreements
127 191 100 18 units 238 211 147 19
100 150,4 78,8 14,2 Tgp, % 100 88,6 61,8 8
100 150,4 52,4 18 Tgp, % 100 88,6 69,7 12,3
- 50,4 -21,2 -85,8 Toer, % - -11,4 -38,2 -92
- 50,4 -47,6 -84 Tpep % - -11,4 - 30,3 -87,7
- 64 -27 -109 Ay, Units - -27 -91 -219
- 64 -91 -82 Ap, Units - -27 -64 -128
- 1,27 1,9 0,9 A% - 2,3 2,1 15
- 5,03 -71,6 -64,5 Tin, % - -11,7 -27,8 -55,6
Gross sown area (excluding land of private agricultural household) Sown area under insurance cover
2772,02 2 858,95 2931,6 2962,8 thous. ha. 569,622 563,398 423,1 74,7
100 103,1 105,7 106,9 Tps, %0 100 98,9 74,2 13,1
100 103,1 102,5 101,7 Tpuw % 100 98,9 75,1 17,7
- +3,1 +5,7 +6,9 T, %0 - -1,1 -25,8 -86,9
- +3,1 +2,5 +1,7 T, % - -1,1 -24,9 -82,3
- 86,9 159,6 190,8 A, €11 - -6,2 -146,5 -494,9
- 86,9 72,6 31,2 Ay, 1. - -6,2 -140,3 -348,4
- 28 29 18,3 A% - 5,6 -5,6 -4,2
- 3,1 2,6 1,1 T, % - -1,1 -25 -62,2
Sum insured Assessment sum of insurance premium (insurance contribution)
7554 457 7074 846 5482019 1543513 thous. rub. 518 000 492514 377 341 32471
100 93,6 72,6 20,4 Tgn, % 100 95,1 72,9 6,3
100 93,6 77,5 28,1 Tgp, % 100 95,1 76,7 8,6
- -6,4 -27,4 -79,6 Tper % - -4,9 -27,1 -93,7
- -6,4 -22,5 -71,9 Toep % - -4,9 -23,3 -914
- -479611 -2072438 -6010944 Ap, UNits - -25486 -140659 -485529
- -479611 -1592827 -39385049 Ay, units - -25486 -115173 -344870
- 74939,2 70792,3 54777,5 A% - 5201,2 4943 3773,
- -6,4 -21,2 -52,5 Tin, % - -4,9 -22,1 66,3
Pai . i Subsidies granted to agricultural commodity producers from federal
aid sum of insurance contributions b p h
udget of the Russian Federation
516 857 456 085 271756 32471 thous. rub. 245 346,4 204 003,4 53877,1 154239
100 88,2 52,6 6,2 Tgn, % 100 83,1 21,9 6,3
100 88,2 59,6 12 Tgp, % 100 83,1 26,4 28,6
- -11,8 -47,4 -93,8 Toen, % - -16,9 -78,1 -93,7
- -11,8 -40,4 -88 Tpep % - -16,9 -73,6 -71,4
- -60772 -245101 -484386 Ay, Units - -41343 -191469,3 -229922,5
- -60772 -184329 -239285 Ap, Units - -41343 -150126,3 -38453,2
- 5150,2 4562,6 2719,5 A% - 2446,3 2039,8 538,6
- -11,8 -35,8 -46,5 Tin, % - -16,9 -61,4 -15,7
Subsidies granted to agricultural commodity producers from budgets Insurance indemnity amount
of the Russian Federation entities
30833,8 10 627,5 32 000,0 811,8 thous. rub. 10 269 51715 3800 -
100 34,5 103,8 2,6 Tgp, % 100 503,6 37 -
100 34,5 301,1 2,5 Tgp, % 100 503,6 7,3 -
- -65,5 +3,8 -97,4 Tocr % - 403,6 -63 -
- -65,5 +201,1 -97,5 Tpep % - 403,6 92,7 -
- -20206,3 1166,2 -30,022 Ap, UNits - 41446 -6469 -
- -20206,3 21372,5 -31188,2 Ap, Units - 41446 -47915 -
- 308,5 106,3 319,9 A% - 102,7 -516,9 -
- -65,5 69,3 -101 Tin, % - 403,5 -466,5 -

a’Tgb— Growth rate (to base yeal),,- Growth rate (to previous yeafll,., - Percent change (to base yedy),- Percent change (to previous year),
Ap_ Amount of change (to base yeak), . Amount of change (to previous yeaff - Absolute value of 1% growtf;,— Rate of increase

An agricultural insurance segment showed the maximum
rate of decrease in premiums. As a result of changes in

subsidy conditions and delays in the adoption of necessary Analysis of Russia and Volgograd region's agricultural
bylaws, during the year total premiums fell more than 2 time§surance development confirmed the reduction in agricultural

b conducted by the authors based on the research

IV. CoNcL

USION

to 3,18 billion rubles, while the volume of insurance - morecOmmodity producers’ insurance activity.
than 3 times from 6,4 billion to 2,1 billion rubles [13].
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The "unified subsidy" has contributed to the reasonsi4l

which lead to the phenomenon, such as an unstable financial

position of agricultural commodity producers, high insurance
rates, uncertainty of obtaining insurance indemnity, |0V\II[5]
literacy on insurance programs. The “unified subsidy'
introduction in the regions can be described as an
unpredictable tool of financial compensation for agricultural

producers’ losses, occurring as a result of the insured event. A

payment for its occurrence is carried out as a residual or not

performed at all. (6]

Therefore, as an agricultural insurance development basis,
there should be a mutual interest between agriculturil7
insurance entities: for agricultural commodity producers - ]
guarantee, timely receipt of funds, and protection of
agricultural production; for the state - a reduction in payments
to compensate for losses from natural disasters; insurers -
sustainable business development. (8l

Guarantee of insurance payments receipt in case of an
insured event provides the basis for the expansion of
agricultural insurance. According to the results of the study,
we suggest the following agricultural insurance developmerif]
course.

It is necessary to attract more insurance companies into
regional markets; the presence of independent examination
will promote the principle of objectivity and transparency
when assessing agricultural producers’ damages and losses.

It is advisable to continue to improve the reinsurancg;g
system, which will guide the agricultural insurance market
development and increase its stability. Considering the
difference in the country’s climatic conditions, it seems
possible to create differentiated insurance conditions for
regions of the Russian Federation (insurance zoning).

In our opinion, it is feasible to separate state support
agricultural insurance from "unified subsidy’ into a separat
direction. However, in the case of its remaining the same way,
it is vital to adjust and finalize regulations to ensure
inevitability and promptness of the subsidy.

hy

. . o o 12
Agricultural insurance development potential is not Ilmlted[ ]

to the proposed directions. The results are not necessarily a
complete disclosure of all aspects of agricultural insurancg3]
problems.

Recommendations can be a base for increasing agricultural
insurance availability and its widespread accessibility. [14]
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