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The state and trends of agricultural insurance are analyses as a tool for risk management in agriculture. The features of state support for agricultural insurance market.
Ukraine is on the verge of a free trade area with the EU. This fact opens up tremendous opportunities for new agricultural exports. The increase in exports requires improving the technology in the agricultural sector. Accordingly, the introduction of new technologies in the agricultural sector should be the driving force to improve its efficiency and is strategically important for the state. Attracting investment in the development of agricultural production depends also on how to solve the problem and reduce the risk allocation producers. Action agricultural insurance system aimed at stabilizing production and income in the agricultural sector, attracting farmers to manage risk and encourage use of the latest technology achievements in agricultural production.

In Ukraine, the change in income agricultural producers affect systemic risks, such as the unpredictability of the natural environment, the variability of harvest volumes, changes in government policies regarding the regulation of agricultural markets, fluctuations in agricultural prices and so on. In some years, these risks results in farmers’ significant loss in scope. Constantly growing investment in the agricultural sector and increasingly complex modern agricultural technology put Ukraine to the need to create a national system of crop insurance. The main task at the present stage in the development of agricultural insurance is interest in this scenario as a type of insurance policy holders and insurance companies, which is impossible without substantial government support. Our successful model of agricultural insurance with state participation has its objective and proven international experience base.

The 2012 underwriting year 1936 farmers entered into insurance contracts, insured so 727 338 hectares of sown areas, indicating a gradual revival of agricultural insurance market after the crisis of 2009. Meanwhile, the agricultural insurance in almost all countries of Eastern Europe today is quite low. The main reasons hampering the development of agricultural insurance in Ukraine, is inadequate legal regulation of relations with insurers. Thus, the total number of agricultural producers, which insurance cases occurred, proper compensation receives only 30% of policyholders. For about 40% of households receiving benefits, reimbursement is less than 20% of the claim.

Composition of risks in the agricultural sector directly conditioned activities and available resources are under the influence of certain events may be lost. The main risks arising during cultivation of crops and perennial crops are: drought (47%), freezing (35%) and fire (11%). Overall, agricultural insurance risk is insignificant share of the insurance portfolio of insurance companies, including agricultural risks account for only 1% of all insurance contracts concluded by insurance companies in the last statistical year and 2.7% respectively collected insurance premiums. In addition, this insurance is to obtain a loan (50% of insurance contracts concluded on forward contracts for the purchase of grain). However, future crop insurance as security for repayment of the loan is fairly common practice in the world. However, in Ukraine this type of insurance is quite expensive and formality.

In the last 3 years only 10 insurance companies insure stable yield, some companies try to implement agricultural insurance program. This process requires the insurance company a strategic plan for at least 3-5 years if sufficient financial resources, training, insurance agents and creating a separate unit staff structure of agricultural insurance.

Most farms are trying to insure mortgages grain crops, canola, corn, sugar beets and sunflowers at an average rate of insurance premium at a rate of 3.8% and unconditional franchise at 50%, providing just compensation for catastrophic losses. For agricultural insurance loss ratio target level is the level of 60-70%. The volume of insurance every year is small – 2-3% of the total area under crops in the country. The reason for this situation is the lack of available funds to farmers because they insure crops and if, then only the most risky, such as rape (because of foreign origin seed and its inability to local growing conditions) or a mortgage, for example winter. 
The government must to subsidize agricultural insurance to its further development. However, unlike other types of state support for farmers, the WTO does not object to subsidizing insurance premiums. Thus, an effective system of state supports operating in Turkey and Austria, where established management company which lists insurance premiums and government subsidies. The company also provides insurance benefits and risks involved in placing reinsurance accepted. In the six years of the company in Turkey level agricultural insurance increased from 1% to 8.2% of insured areas and cultures. Total premium income increased eight times and in 2012 was 200 million euro. In the insurance take 36 crops, the main ones are wheat, tomatoes, grapes and olives. Also, 50% of premiums paid by farmers of Poland are covered by the budget. The main crops that are insured are corn, canola, sugar beets and corn. 

The national agricultural insurance market has great potential, but currently it is under reform. 2013 continues to show positive dynamics of the insurance market, recorded in 2011-2012. At the same time, programs to agricultural insurance require insurance companies of considerable financial resources and relevant experience. The state should subsidize agricultural insurance to its further development. In the agricultural insurance market offers enough insurance products for agricultural products, but only one insurance product (insurance for the period of winter wheat overwintering) provides subsidies paid to farmers insurance payments, and therefore cannot meet the needs of producers.

